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0% crypto

Amendment on digital
trade heads to cabinet

WICHIT CHANTANUSORNSIRI
NUNTAWUN POLKUAMDEE

A possible 10% capital gains tax on invest-
ment gains in cryptocurrencies will seek
cabinet approval taday, says asource at the
Finance Ministry.

‘The Revenue Department will propose
the cabinet amend the Revenue Code 1o
pave the way for the tax-collecting agency
to impose the 10% capital gains tax from
investment gains in digital currencies, the
source said.

The tax is part of a royal decree to com-
prehensively regulate cryptocurrencies and
initial coin offerings (ICQs).

The dividend tax on equity invest-
ment will be applied to digital tokens, the
source said.

Deputy Prime Minister Somkid Jatusrip-
itak said last week the government would
try its best to issue the new law to regulate
ICOs and cryptocurrencies this month.

Virtual coins will be classified as digital
assets, not currency, so the royal decree
will empower the Securities and Exchange
Commission (SEC) to regulate all aspects
of virtual coins.

There are three types of ICOs: asset-
backed, securities-backed and utility
tokens. LHiility tokens letinvestors purchase
a company's products or services; asset
tokens enable investors to acquire rights
in assets such as bullion or properties; and
securities tokens allow investors to obtain
rights in revenue- or profit-sharing without

tax on dividends from investment in digital currencies. BLOOMBERG

engaging in day-to-day operations.

Rapee Sucharitakul, secretary-general of
the SEC, said recently the regulations must
set standards for information disclosure
and transaction reporting, while system
security, transaction objectives and utilisa-
tion of proceeds arising from ICOs would
also come under the regulatory framework.

The regulatory framework will cover
cryptocurrencies in several areas, including
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investor protections and how cryptocur-
rencies have sometimes been used as a
medium for meney-laundering, tax avoid-
ance and Ponzi schemes, he said.

Adisak Sukumvitaya, chief executive at
Jay Mart Plc, said he has not been informed
about this withholding tax on cryptocur-
rencyinvestiment. Itisup to the government
to define what cryptocurrencies are and
whether they are classified as securities or
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utilities, said Mr Adisak.

“Personally, I think the regulator should
announce a clear picture for the cryptocur-
rency regulatory [framework] at one time
rather than gradually [unveil] the frame-

work in bits and pieces,” he said.

Arnat Leemakdej, professor at Tham-
masat Business School, said this tax could
be deemed as a capital gains tax because
ICOs have no dividend as profit made
from cryptocurrency trading is not divi-

dend profit.

“Those who trade cryptocurrencies
could bhe taxed and such taxation has
already started in the US," said Prof Amat,

Traders could seek to engage in crypto-
currency trading overseas, but they could be
subject to money laundering liability once
they repatriate such gains into Thailand, he
said. Profits earned from cryptocurrency
trading is likely to be parked abroad by

wealthy investors, said Prof Arnat.

This tax could be considered "shoot-
ing two birds with one stone” by seeking a
way to generate revenue for the state and
obstruct the trend of cryptocurrency specu-

lation, he said.

In related news, a royal decree on cryp-
tocurrency supervision will be forwarded
for cabinet consideration today, with three
main asset categories in the regulatory
framework, namely cryptocurrencies,
digital tokens, and assets in the electronic

format, said the source.

The SEC and Bank of Thailand will
supervise these digital assets, said the
source, without providing further details.

A definition of traders will also be des-
ignated for classification, said the source.

" Additional reporting by Komsan

.. Tortermvasana
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TAXES

Elderly
local travel
incentives
considered

CHATRUDEE THEPARAT
WICHIT CHANTANUSORNSIRI

The government is mulling offering addi-
tional tax incentives and discount tour pack-
ages to lure the elderly to take partin more
domestic travel.

Deputy Prime Minister Somkid Jatusripi-
tak, who chaired a meeting of the National
Tourism Policy Comumittee yesterday, said
the Tourism Authority of Thailand (TAT) will
team up with tour companies to launch dis-
count tour packages for elderly groups, while
the Finance Ministry is studying tax incen-
tives for taxpayers who fund their parents’
travels.

“I've already talked to the Revenue
Department and they agreed on the pro-
posed tax measures,” said Mr Somkid.

TAT governor Yuthasak Supasorn needs

www.ignewsclip.com

3 o

Wat Sriﬁtumpnrn in Nakhon Sawan, a second-tier provi_nce being promoted for tourism. KARNJANA AY UWATTANACHAI

to work on the details with the department,
he said.

“The measures should be implemented
as soon as possible to support tourism,
particularly in second-tier provinces,” said
Mr Somkid.

The cabinet late last year approved tax
breaks for tourism spending in 55 prov-
inces, a move aimed at spurring travel and
distributing income to provinces dubbed
“secondary’

The tax breaks, scheduled to be effective
fromJan 1 to Dec 31, 2018, will be offered to
individual travellers who spend on accom-
modation, food and drinks, as well as corpo-
rations that organise seminars and meetings
at these secondary locations, which wel-
come fewer than 4 million tourists a year.

Those who spend on accommodation,
food and drinks at secondary locations in
2018 can use their receipts to claim a tax
deduction of up to 15,000 baht, while com-
panies can claim up to 100% of the cost of
seminars and training sessions.

The govemment is estimated to lose 200
million baht in revenue from tax breaks.

These incentives are viewed as neces-
sary because a Tourism and Sports Ministry
survey found that 50% of tourists prefer trav-
elling to the 22 main provinces, including
places like Bangkok, Chiang Mai, Phuket,
Surat Thani and Khon Kaen.

Travellers will be allowed to use receipts
instead of full tax invoices to claim their
deductions, as most tourism operators in

News ID: B-180313001019 (13 Mar 18/05:19)
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secondary provinces, including homestay
and food outlets, make less than 1.8 million
baht income a year.

In the meantime, an informed source at

]

The measures should be
implemented as soon
as possible to support
tourism.

SOMKID JATUSRIPITAK
Deputy Prime Minister

the Revenue Department said that the tax-
collecting agency is exploring appropriate
methods to inspect whether taxpayers are
travelling accompanied by their parents.

The conclusion will seek the approval of
Finance Minister Apisak Tantivorawong, the
source said, adding that such research is
difficult to carry out.

According to Mr Somkid, related state
agencies were also ordered to develop tour-
ism sports, facilities and infrastructure to
connect main provinces and second-tier
provinces while the Tourism and Sports Min-
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istry was told to design necessary facilities.

According to Mr Yuthasak, the Thai popu-
lation amounted to 66 million in 2017, of
which 22% or 14.5 million were over 55
vears old.

The number of people aged 55-70 years
old who are still physically and tinancially
capable of travellingwereabout 10.5 million,

Ile said the TAT's statistics showed elderly
people spent an average 5,197.76 baht per
day while on tourism trips, whichwas higher
than the average 2,525.38 baht per day spent
by the average Thai.
packages for the elderly, including “Silver
Family” packages that are suitable for the
elderly who wantto travel with their families;

“Silver Romance” packages for the elderly
that want to travel with their spouses; and
“Silver Quting” packages that are suitable
for the elderty who favour charity activities.

In a related development, Mr Somkid
also authorised the Transport Ministry to
conduct a feasibility study on extending the
Bangkok-Hua Hin high-speed train route to
reach Chumphon in a bid to facilitate visi-
tors to Chumphon which has double-track
rail network to connect with Ranong.

Transport Minister Arkhom Termpittaya-
paisith said the ministry has already sub-
mitted the Bangkok-Hua-Hin high-speed
train to the Public Private Partnership ( PPP)
committee, which will he included into the
government's fast-track PPP project. The
project has already passed environmental
impact assessment approval.

The Bangkok-Hua Hin high-speed train
is worth about 97.67-billion-baht.

Mr Arkhom said the ministry pledged
to conduct a feasibility study to extend the
project to Chumphon and Hat Yai.

Mr Somkid yesterday also authorised
related agencies to speed up the “Thai-
land Riviera” development, which will be
expanded from the previous plan to cover
Phetchaburi, Prachuap Khiri Khan, Chum-
phon and Ranong.
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Sepo says
state firms
eclipse target

WICHIT CHANTANUSORNSIRI

State enterprises’ income contribu tion sur-
passed the target by 30% during October to
February, says the chief of the State Enter-
prise Policy Office (Sepo).

Enterprises sent 64.5 billion baht for
the five months through February to
the government, outpacing the target
by 14.8 billion, said director-general
Ekniti Nitithanprapas.

State enterprises’ income contribution
has been the main factor helping the gov-
erniment avoid a larger budget deficit as tax
revenue has fallen short of the targets in
recent years. Higher-than-targeted income
contribution frem the enterprises could be
attributed to their improving efficiency after
the adoption of information technology
and innovation, he said.

The targetfor fiscal 2018 revenue collec-
tion is 2.45 trillion baht, while the annual
budget is 2.9 trillion, leaving a deficit of
450 billion. But the deficit will swell to 550

News ID: B-180313001036 (13 Mar 18/05:27)

WiQNewsCIip

www.ignewsclip.com

3 02-253-5000, 02-651-4700

billion baht when an additional 100-bil-
lion borrowing plan for the supplementary
budget is included.

For the 56 state enterprises, their income
contribution target is 137 billion baht for
fiscal 2018,

In the last fiscal year, state enter-
prises sent 162 billion baht to the gov-
erninent, outpacing the target by 23.9%
and rising 21% from a year earlier. State
enterprises’ income contribution helped
the overall revenue collection exceed the
target by 0.3% in the 2017 fiscal year, while
the Revenue Department missed its collec-
tion target by 4%, and customs fell short
by 13%.

The top five income- contributing state
enterprises for the first five months of fiscal
2018 were the Government Lottery Office,
the Electricity Generating Authority of
Thailand, Airports of Thailand, the Gov-
ernment Savings Bank and the Provincial
Electricity Authority.

In February, these entities sent 13.9 bil-
lion baht to the government, exceeding the
target by 1.9 billion, said Mr Eknit.

He said Sepo has a policy of encouraging
state enterprises to adopt innovation and
technology to improve their operations to
match the Thailand 4.0 model.

The Finance Ministry recently said that
the government collected 738 billion baht
from October to January, exceeding the
target by 28.3 billion.

But two of the three tax-collecting units
failed to meet the mark.
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Tax incentives and banking consolidation

Benefits could include greater ability to compete abroad and more financial support for Thailand 4.0

7 roposed incentives to encourage
I+ mergers, combined with new bank-
—  ing standards, could lead to greater
consolidation within Thailand's banking
sector, which the government hopes will
strengthen lenders and complement plans
to fast-track industrial growth.

In December, Finance Minister Apisak
Tantivorawong said his ministry was con-
sidering a plan to make mergers more
appealing by offering tax incentives to local
lenders and assisting companies with the
costs of amalgamation.

The minister said the proposed meas-
ures would be aimed at bolstering the sector
and better preparing domestic operators for
increased international competition, but he
released no further details.

"Cur policy is not to force but to give
incentives to motivate them into thinking
[about consolidation] ... because Thailand
does not have a bank that can be called
a champion bank that can compete over-
seas,” Mr Apisak said.

Indeed, while many Thai companies are
expanding their regional presence, offshore
deals are still largely undertaken by banks
outside Asean, with European, US or Japa-
nese institutions responsible for financing
the majority of mergers and acquisitions
(M&A).

The competitiveness of local finan-
cial institutions in the region could be
improved, however, once the Asean

Banking Integration Framework (ABIF)
is introduced in 2020, It will grant quali-
fied banks greater access and flexibility to
operate in other Asean markets, opening
up expansion opportunities and increasing
investment flows.

However, given the stringent capital and
operational requirements, many banks imay
not qualify for ABIF status. A desire to do
so could potentially encourage lenders to
engage in mergers or acquisitions. This
could lead to a greater role for Thai banks
in the region.

Supporting development at home:
In addition to making local banks more
competitive abroad, the government's
proposals are designed to put the finan-
cial sector in a better position to support
domestic growth.

At present, many Thai businesses are

—

expanding at a rate significandy higher than
local banks, meaning individual lenders are
not equipped to extend the levels of credit
required by the business community.

“Thai corporations are reliant on global
banks for foreign currency financing, and
as a result, these institutions are involved
in almost all overseas activity undertaken
by the Thai corporate sector,” Ornkanya
Pibuldham, managing director and Thai-
land country officer for Bank of America
Merrill Lynch, told Oxford Business Group
(OBG).

However, the hoped-for realisation of
the new Thailand 4.0 economic model,
which aims to promote higher levels of
investmentin domestic industry to expand
value-added sectors, could help ease the
recent trend of capital moving offshore.

The Thailand 4.0 blueprint hasidentified

Our policy is not to force but fo give incentives to mofivate
them into thinking about consolidation.

APISAK TANTIVORAWONG
Finance Minister
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several sectors that can be further devel-
oped through the application of advanced
technology, including next-generation
automotive, tourism, agriculture, electron-
ics and biotechnology, and others that can
serve as growth enhancers, such as automa-
tion and robotics, aerospace, bioenergy,
digital applications and health care.

Additionally, Thailand 4.0 could create
increased investment potentialin regional
economies, as more local companies look
to expand operations, subsequently boost-
ing credit demand.

Mergers among top six uncertain:
Despite the government's best intentions,
there are several factors that banks would
have to consider when contemplating
M&A, according to Kobsak Duangdee,
secretary-general of the Thai Bankers'
Association,

"The government’s idea is to merge the
banks, but it may not happen so easily as
the top six are strong,” he told OBG. “The
medium-sized players may merge, but
nothing is certain.”

Another factor that could deter lenders
from considering a merger is the overall
strength of the sector. Most operators,
according to Mr Kobhsak, are in a strong
financial position with low levels of non-
performing loans (NPLs) and solid com-
pound annual growth rates.

While the banking sector remains
liquid and well protected from NPLs,
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consolidation would ensure banks are
better equipped to carry inactive loans
on their books and be less at risk from any
potential spike in bad credit.

It could also better prepare banks to
extend loans to sectors identified by the
government as being most in need, such as
small and medium-sized enterprises, seen
as a significant contributor to the Thailand
4.0 programme.

Further reform expected next year:
Further down the line, mergers among
smaller-scale lenders could gather pace
once International Financial Report-
ing Standards 9 (IFRS 9) come into force
next year.

The new accounting standards will
require banks to set aside additional
reserves to meet the demands of a more
stringent loss-impairment model, while
also lowering the threshold for recog-
nition of expected losses over their
full lifetime.

Smaller banks may find it more diffi-
cultto cover these requirements and meet
other conditions under the Basel LII inter-
national accords. That would leave mergers
between medium-scale operators as one
way for lenders to expand their asset and
capital bases.

This Thailand economic update was
produced by Rey Davis-Tuplano, editorial
manager with Oxford Business Group.
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Banned timber among huge haul of
contraband found at Chon Buri port

The Customs Department has announced
itsinterception of contraband includingporno-
graphic material and e-cigarettes, as well as
processed Burmese rosewood, Siamese rose-
wood and other hardwood logs that are pro-
hibited for export.

The total value of the smuggled goods was
Bt240 million.

Inthe firstbust, 1,884 processed wood logs,
worth about Bt9 million in Thailand but up
to Bt100 million at their destination, were
found in six containers at the Laem Chabang
Portin Chon Buri. Thesewere falsely declared
as canned fruit and other food products, said

the port customs office director Yutthana
Pulpipat.

Oflficials suspected that the batch of wood
might be linked 1o a group behind another
shipment discovered last month at Bangkok
Port, he said. The smugglers in the earlier case
used forged documents to claim the shipment
contained canned fruit, so they could waive an
X-ray test before loading the wood on to cargo
ships

In the most recent bust, customs officials
seized a container that was about to cross into
Laos after it was deemed to have the same ori-
ginas, orbelinked to, the many containers pre-
viously intereepted at Bangkok Port for carry-
ing falsely declared products.

They found that this container carried
130,000 items carrying fake logos such as
shoes, women’s clothing, watches, cosmetics
and ear parts, as well as a number of silicone
sextoys, e-cigarettes and e-liquid bottles. These
items were said to worth Bt140 million attheir
destination.
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