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Tax loopholes
chewed over

WICHIT CHANTANUSORNSIRI

EKANANA KATHARANGSIPORN
Tﬁ Revenue Department plans to

e ‘plug loopholes that are reportedly

being used by some wealthy people to
avoid paying the land and buildings tax
by taking advantage of the recent cabinet
nod for a series of tax perks to ease the
transformation of owner-operated small
and medium-sized enterprises (SMEs) into
juristic persons,

The department is drafting ministerial

. announcements clearly stipulating that

those who are eligible to enjoy such privi-
leges must be individual operators and that
such property is for business operations,
said department director-general Prasong
Poontaneat.

The cabinet recently approved tax
incentives to persuade family-owned or
owner-operated SMEs to register as juristic
persons and pay the correct amount of
income tax.

The tax perks are a 60% corpo-
rate tax deduction on expenses from
Jan 1, 2017, exemptions for corporate
income tax and value-added tax, a reduc-
tion of the specific business tax to 0.01%
from 2%, and a reduction of the property
transfer fee for those who move their
properties to new juristic persons to 0.01%
from 2%,

The incentives will be effective until Dec
31, 2017.

“The incentives for real estate transfers
have been in effect for less than two weeks,
but no one has used the privilege yet,” said
Mr Prasong.

He dismissed newspaper reports that
some affluent people are registering as
juristic persons to use the tax incentive to

- avoid tax payments, as juristic entities are
“ subject to tax payments when turning a

profit.

A drafi bill on the land and buildings
tax is now undergoing its second reading
at the National Legislative Assembly. The
draft bill calls for the tax to be levied on
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first-home owners and farmland appraised
at more than 50 million baht.

A tax rate of 0.05% will be applied to
first homes and agricultural land worth
between 50-100 million baht, and a 0.1%
rate for homes above 100 million.

People owning second homes will
be taxed in a range of 0.03-0.1% of the
appraisal price, depending on the value of
the property.

The tax on vacant land will rise by 0.5
percentage points every three years, up to

a cap of 5%, while land for commercial and
industrial use will be levied at 0.3-1.5%.

But some NPL members are questioning
whether the 50-millicn-baht tax exemption
on the first home is too much.

A source in real estate circles who
requested to comment on condition of
anonymity said that many wealthy people
who own large land plots are exploiting the
tax incentives for those who have registered
as juristic entities to avoid the land and
buildings tax.

Director general of the Fiscal Policy
Office Krisada Chinavicharana said wealthy
people can transfer land to juristic persons
to avoid the tax payments as the law has yet
to take effect, but he doubts such practices
are worthwhile as establishing companies
with the aim of holding land incur costs
from establishing accounts, while land
for commercial purposes receives no tax
exemptions under the land and buildings
tax.

Kitipong Urapeepatanapong, chair-
man of Baker McKenzie's Bangkok office,
acknowledged that some people have
asked for advice to avoid the new property
tax payment.

It is likely that some affluent people will
use the loopholes, but they are required to
pay corporate income tax, he said, adding
that the issue is nothing to worry about and
the government will benefit long-term.
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