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TTM says sales revenue outpaces imports

Cheaper brands win
back market share

WICHIT CHANTANUSORNSIRI

The state-owned Thailand Tobacco
Monopoly (TTM) said its sales revenue
outpaced that of imported cigarettes
again during the first four months
of fiscal 2019, crediting the launch

of cheaper new brands to win back
market share.

Domestic cigarettes contributed 12
billion baht in tax revenue to the Excise
Department for the October-to-January
period, exceeding the 10 billion baht
generated by imported brands, said
Patchara Anuntasilpa, the department’s
director-general.

The four-month revenue figure shows
the error of pointing to the cigarette tax
hike as the culprit for TTM's recent rev-
enue decline, Mr Patchara said.

SMOKE SIGNALS

The Thailand Tobacco Monopoly says revenue
outpaced that of imported cigarettes during
the first four months of fiscal 2019.

TTM's sales fell sharply from multi-
billion-baht totals to hundreds of
millions of baht after the excise tax
structure was revamped in September
2017. Suggested retail price replaced
ex-factory price and the cost, insur-
ance and freight (CIF) value as the basis
for excise tax computation.

TTM recently claimed that it lost
market share as cigarette import-
ers exploited the new excise levy by
cutting retail prices to pay a smaller
tax burden.

The impact from the excise tax struc-
ture is expected to hit TTM harder once
the single rate of 40% of the suggested
retail price goes into effect in fiscal 2020,
starting Oct 1, 2019, in contrast to the
current 20-40% levy.

With the current excise tax struc-
ture, cigarettes are liable for tax both in
terms of volume and value, regardless of
price. The levy in terms of volume was
raised to 1.20 baht per cigarette from
1.10 baht, while the tax based on
value was divided into two rates:
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20% of suggested retail price for ciga-
rettes priced below 60 baht per pack
and 40% for those priced at more than
60 baht.

Mr Patchara said 602 million packs
of cigarettes were sold during the four
months to January.

Cigarette sales in Thailand for the last
fiscal year dropped to 1.7 billion packs
from 2.18 billion a year earlier, he said.

Excise tax on imported cigarettes
amounted to 37 billion baht in fiscal
2018, compared with 30 billion from

domestic cigarettes. In fiscal 2017,
imported cigarettes contributed 22
billion baht to the Excise Department
and locally made cigarettes generated
46 billion.

Regarding TTM's request to push
back the implementation of the single
40% tax, any change needs to be dis-
cussed among all related parties, Mr
Patchara said.

Although the single rate could trigger
more smuggling, he said the depart-
ment is ready to tackle the issue.
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FPO wavers

on deadline
for IFRS 9

WICHIT CHANTANUSORNSIRI

The Fiscal Policy Office (FPO) has proposed
that the Finance Ministry push back a man-
datory effective date for specialised financial
institutions (SFIs) to adopt International
Financial Reporting Standard 9 (IFRS 9),
currently scheduled for next January.

The proposed delay is to give SFIs more
time for preparation to apply the new
accounting standard, an informed source
at the Finance Ministry said, adding that
SFIs could be required to set aside significant
additional loan-loss provisions to comply
with IFRS 9.

Moreover, some SFIs have different repay-
ment periods than commercial banks.

For example, the Bank for Agriculture and
Agricultural Cooperatives (BAAC) has debt
repayment instalments based on annual
farming seasons, so the state-backed farm
banklacks the 60-year track record to predict
the possibility of future defaults as required
by the new accounting standard.

According toTFRS 9, banks are required to

News ID: C-190220001041 (20 Feb 19/05:57)
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predict the possibility of future defaultsbased
on the 60-year instalment period history.

Take Government Savings Bank (GSB) as
another example. The bank has set aside a
low loan-loss provision, particularly for loans
secured by teachers, and it has the burden of
additional reserves to comply with TFRS 9.

The FPO has not specified how long the
implementation will be postponed, but the
delayis unlikely to erode investor confidence
because SFls do not raise funds from over-
seas, the source said.

GSB president Chatchai Payuhanaveechai
said the Finance Ministry will probably let
SEls delay the implementation of IFRS 9 for
an additional year to January 2021 because
several state-owned financial institutions
are not ready.

GSB itself needs to develop a system to
comply with TFRS 9 adoption, most likely
by 2020, Mr Chatchai said.

The bank still has to estimate the amount
of additional loan-loss reserves required,
he said.

BAAC president Apirom Sukprasert said
the impact of TFRS 9 adoption on the bank
will be insignificant, as it has set aside rela-
tively high reserves,

He said the bank has set aside funds to
cover 100% of both special mention and
non-performing loans, though only a 10%
reserve isrequired in the case of loans over-
due more than one month but less than
three months.

The calculation of future default possi-
bility is the bank's main issue with IFRS 9,
he said.
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ENVIRONMENT

FPO rehashes bill to levy pollution tax

WICHIT CHANTANUSORNSIRI

The Fiscal Policy Office (FPO) has
dusted off a bill that enables the
Finance Ministry to impose taxes and
fees on polluters in a fresh effort to
fight environmental problems.

A law that comprehensively han-
dles environmental problems con-
cerning air and water pollution as well
as waste is necessary, said Lavaron
Sangsnit, director-general of the FPO.

The lack of such alaw means state
agencies tasked with the issue do not
have tools to combat pollution in a

timely manner.

The FPO proposed a draft bill to
empower the Finance Ministry to
charge taxes and fees on polluters sev-
eral years ago, but the Council of State
opposed the law, saying the scope for
environmental problem management
was toowide and should not be alegal
practice, said Mr Lavaron.

The draft will give awider mandate
to the Finance Ministry, essentially
handing a blank cheque to fight pol-
lution, but the law is meant to pro-
vide measures to tackle the problem
immediately, he said.

Pedestrians wear masks while walking
over a skybridge in Bangkok.
PATTARAPONG CHATPATTARASILL

The FPO set out seven measures
based on the law — environmental
taxes; managementfees such as water
treatment; taxes and fees on products
that cause environment problems;
deposits against environmental risks
and damages; trading rights to use
natural resources or to emit pollution;
subsidies and supportmeasures; and
other measures.

Polluters will be subject to fees and
taxes under the draft law, he said.

The Council of State should equip
policymakers to handle environmen-
tal problemsin a timely manner, said

Mr Lavaron.

Public awareness about environ-
mental problems increased after the
air quality in Bangkok and surround-
ing areas became toxic.

The government has tried meas-
ures to curb PM2.5 dust levels,
including cutting down on black
smoke-emitting vehicles, creating
artificial rain, spraying water on the
streets, and calling a two-day break
for Bangkok schools to reduce traf-
fic congestion.

None of the efforts resulted in
improvements.
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NEWS FEED

HIGHER BANK ACCOUNTING
STANDARD MAY BE DELAYED

The Finance Ministry is consider-
ing allowing state-owned banks to
delay implementing the new
accounting standard IFRSS by a
year to 2021, as most of the banks
must revise their system, a ministry
source said recently.

Government Savings Bank's
president and CEO Chatchai
Payuhanaveechai said that his
bank had already begun toset up a
system to meet the IFRS9 standard
and could be completed by 2020.
Butif the Finance Ministry extend-
ed the implementation time, it
would be better for the bank, said
Chatchai.

IFRS9 will impact the banks'
accounting, as they would have to
increase reserves for non-perform-
ing loans above the current level,
The bank does not know by how
much it would have to increase the
reserve, but its financial results
remain strong and it has a lower
non-performing loans ratio when
compared to other banksin the
industry, said Chatchai.

The new accounting require-
ments will have less impact on his
bank, he said.
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Headline: BAAC vehicle loan aims to cut pollution

Clip: Full Color

STOPS BURNING FAST

The state farm bank is offering 6 billion baht
in loans for purchases of production vehicles
to would lessen slash-and-burn tactics.

BAAC vehicle loan aims to cut pollution

WICHIT CHANTANUSORNSIRI

The state-owned Bank for Agriculture
and Agricultural Cooperatives (BAAC)
hassetup a 6-billion-baht loan for agri-
cultural cooperatives and community
enterprises to purchase vehicles used
for production, hoping to prevent them
from burning fields, which worsens the
ultra-fine dust pollution problem.
Given that the prices of such vehi-
cles, including sugar cane cutters and
harvesters, are costly at more than 10
million baht per unit, the BAAC must

make loans available to cooperatives
and community enterprises, said bank
president Apirom Sukprasert.

To qualify for the loan, borrowers
must be guaranteed by sugarmills. The
borrowers are charged 4% per year, of
which 2% is subsidised by the govern-
ment for three years.

The loan is expected to help sugar
cane growers access the high-priced
machines, alleviating their labour
shortage, he said.

Use of the machines should help
reduce burning of the fields, which
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worsens the air pollution problem, said
Mr Apirom.

He forecast BAAC's net profit for its
2018 financial year, ending on March
31, 2019, will decline to 8.5 billion baht
from 9.5 billion the previous year.

The lower net profit is attributed
to the BAAC's assistance measures,
including the rice harvest and quality
improvement scheme for farmers, and
crop insurance to comply with the gov-
ernment’s policy,

The bank’s deposits outstanding
grew to 57 billion baht for the 2018
financial year, right on target thanks to
several deposit schemes.

For its non-performing loans, Mr
Apirom said the bad loan ratio is
expected to be steady at 4% of the bank's
loans outstanding of 1 trillion baht.

Some 5% of loans extended to retail
farmers turned sour.

“The high bad loan rate for retail
farmers could be attributed to natural
disasters such as drought, and low farm
prices. The BAAC must restructure or
come up with a repaymentreschedule
for them,” he said.
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