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Headline: Latest tax break covers B60k of prenatal care, childbirth costs

GOVERNMENT

Latest tax break covers B60k of prenatal care, childbirth costs

WICHIT CHANTANUSORNSIRI

The Revenue Department is letting indi-
vidual taxpayers claim an income rtax
deduction for prenatal care and childbirth
expenses of up to 60,000 baht per tax vear,
with retroactive effect from Jan 1 this year,
according to a department announcement.

The new tax deduction is aimed at
encouraging people to have more children
as Thai society ages.

The announcement states that prena-
tal care and childbirth expenses include
healthcare costs incurred from pregnancy
and giving birth (such as drugs), as well
as medieal, childbirth and admission
costs, regardless as to whether the baby is
barn alive.

A taxpayer who is pregnant and her
spouse can claim expenses related to pre-
natal care and childbirth costs not exceed-
ing 60,000 baht in each tax year.

For single taxpayers, either the wife or
husband who earns income can claim a
tax deduction for prenatal care and child-
birth expenses of up to 60,000 baht per tax
vear, while joint filers can also deduct up
to 60,000 baht.

For couples liling separate tax returns,
the wife can claim a tax deduction of as

much as 60,000 baht per tax year.

The tax-collecting agency earlier abol-
ished the previous cap on the child allow-
ance, which was limited to three biological
oradopted children, starting fromthe 2017
tax year.

The allowance per child was also dou-
bled to 30,000 baht to help boost the coun-
try's birth rate.

According to Fiscal Policy Office esti-
mates, the percentage of Thais aged 60 and
over is expected to increase from 14% of the
population now to 17.5% in 2020, 21.2% in
2025 and 25.2% in 2030.

Thailand is an ageing society as defined

by the UN and will become an aged society
by 2025.

A society is considered ageing when
one-tenth of its population is over the age
of 60, and aged when one-fifth is over 60.

The country was earlier recognised by
the World Bank and the International Mon-
etary Fund for its achievements regarding
birth control, but now the countryis facing
alabour shortage, withlocal operatorsrely-
ing on migrant workers.

Southeast Asia’s second-largest econ-
omy experienced a baby boom during
1963-83, when more than 1 million children
were born each year. But the birth rate has

THE DEDUCTION S AINED AT REVERSING THE FALLING FERTILITY RATE

1.62 in 2010 =» 1.3 forecast by 2040
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ﬁIQ NewsClip

www.ignewsclip.com

&= 02-253-5001, 02-651-4701

dropped below 800,000 a year, with the fer-
tility rate down to 1.62 children per woman
in 2010 tfrom five children in 1974.

The fertility rate is forecast to fall fur-
ther to 1.3 in 2040. Children aged below 15
accounted for 17.3% of the population last
year, and the ratio is expected to decline to
16.8% next year and 15.2% by 2027,

Reversing the demographic trend is
on Prime Minister Prayut Chan-o-cha's
to-do list.

Apart from tax deductions, the govern-
mentis providing a 600-baht monthly wel-
fare benefit for newborn babies until the
age of three, up from 50 baht in the past,
while the Social Security Fund recently
raised the baby honus paid from birth to
six years to 600 baht a month from 400.
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S Alternative methods for tax recognition of rental property

SPECIAL TO THE NATION

ON September 11, 2018, the Thai
Revenue Department (TRD) issued
Departmental Order No Tor Por
299/2561 (Tor Por 299/2561) in order to
amend Clause 3.4 of Departmental
Order No Tor Por 1/2528 (Tor Por
1/2528). The objective of Tor Por
299/2561 is to eliminate the differences
between the recognition of revenue and
expenses from rental property for
accounting and tax purposes, for both
the lessorand the lessee of the property.
Previously, Clause 34 of Tor Por

1/2528 provided that both lessors (ie the
companies or juristic partnerships carry-
ing on a business of property rental) and
the lessees shall calculate their rental
incorme and related expenses ineach
accounting period according to the pro-
portion of period of rental of property (ie
onan accrual basis ). This previous ver-
sion of Clause 34 potentially resulted in
different revenue and expense recogni-
tion methods for accounting and tax
purposes. For example, based on the rel-
evant accounting standard, the lessee
would apply a straight line method to
recognize the rental expenses through-
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out the rental period for accounting pur-
poses. However, for tax purposes, Clause
34 required the lessee to recognize the
rental expensesin the periads in which
they arose on an accrual basis, which
may result in different amounts of
expense being recognized in different
periods (depending on the terms of the
rental agreement).

This could result in the rental
expense differing for accounting and tax
purposes, in which case the lessee would
need to adjust the rental expense in their
tax calculation.

Under Tor Por 299/2561, Clause 3.4
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now provides that companies or juristic
partnerships who are the lessor or lessee
of property may choose whether to cal-
culate theirrental income orexpenses
on an accrual basis, or on another suit-
able basisin accordance with generally
accepted accounting standards for
income and expense recognition.
Therefore, if the lessar or lessee chooses
to apply anaccounting method which is
acceptable under accounting standards
for tax calculation purposes, there may
not be a difference between their rental
revenue and expense recognition for
accounting and tax purposes. In this

case, the lessor or lessee would not need
to make any further tax adjustments for
their rental income or expenses.

Under this order, if the lessor or lessee
has chosen any methad for calculation
of rental income or expenses for tax pur-
poses, such method shall be applied
throughout, except where approval to
change method of computation is
obtained framthe Director-General of
Revenue Department. This order shall be
enforced on the computation of income
tax of acompany or a juristic partnership
whose accounting period begins onor
after 1January 2018 onwards. Tor Por
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299/2561does not mention whether the
alternative method can apply to the
existing rental agreements which were
executed before 1 January 2018.On the
basis that the effective date of this Order
is for the computation of income tax for
the accounting period that begins on or
after1 January 2018, the alternative
method should apply to the rental
agreements executed on or after |
January 2018.

Contributed by BENJAMAS
KULLAKATTIMAS, Head of Tax, KPMG
in Thailand
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