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FINANCE

Ministry readies rejig to
create fairer tax system

WICHIT CHANTANUSORNSIRI

The Finance Ministry is likely to
announce some tax restructuring
early next year to create fairer taxa-
tion, says permanent secretary Pra-
song Poontaneat.

The restructuring could be in place
after the new year to stem loopholes
because the current law is not com-
prehensive, hurting some and helping
others in terms of tax liability, he said.

A committee tasked with revamping
the tax structure of the Revenue Depart-
ment, Excise Department and Customs
Department is scheduled to have a
meeting later this month, he said. The
time frame for the rejig could be based
on the economic and IT readiness and
understanding of operators.

Fiscal stability and sustainability
must be taken into account for the tax
restructuring, Mr Prasong said.

The tax reform was initiated after the
Palang Pracharath Party won the elec-
tion, having made a campaign promise
to cut personal income tax. Delivering
such a tax reduction could mean bil-
lions in forgone revenue.

Finance Minister Uttama Savanay-
ana said recently that the restructuring
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would lead to both tax cuts and hikes.

The cabinet's recent approval of the
Super Savings Fund to replace long-
term equity funds (LTFs), for which the
tax incentive is due to lapse at year-end,
is also part of the tax reform.

The ceiling for personal income tax
deduction will rise to 30% of annual
income, not exceeding 200,000 baht.

The tax-deductible amount is
capped at 500,000 baht a year when
contributions to the new saving fund
are added to retirement mutual funds
(RMFs), provident funds, the Govern-
ment Pension Fund (GPF), the National
Savings Fund (NSF) and pension insur-
ance premiums.,

The lock-up for contributions to the
Super Savings Fundis 10 calendaryears.

Individual taxpayers are now allowed
to deduct up to 15% of accessible
income, or amaximum of500,000 baht
ayear, whichever is lower, for contribu-
tion to LTFs.

The tax deduction for contributions
to LTFs is separated from the 500,000-
baht cap for contributions to RMFs.

The 500,000-baht RMF contribu-
tion limit must include contributions
to provident funds, the GPF or the NSF,
and pension insurance.
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Headline: Car demolition plan has pitfalls
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Car demolition
plan has pitfalls

he Excise Department should carefully consider the so-called

“car demolition roadmap” being tabled for discussion tomorrow

by representatives of the automotive industry.

The roadmap as proposed by the auto industry encom-

passes incentives, cash rebates for new car purchases, and higher

car renewal tax to encourage motorists to bring theirused cars in
for demolition and buy new vehicles.

The Federation of Thai Industries’ auto industry club under Khanchit
Chaisupho has painted an image of old cars, those that have been used
for over seven years, as villains on the road because they “emit more
CO02 aswell as fine PM2.5 dust’, which has been amajor cause of health
problems for city dwellers in recent past years,

According to the auto industry club, Thailand, unlike some of its
neighbours such as Malaysia, China and Japan, still does not have vehicle
demolition plants and there are 39 million cars in total. Of that number,
26 million were registered with the Land Transport Department before
2009. Among them, nine million are private cars.

Whether old vehicles should be phased off the roads through higher
tax measures has been up for debate for a long time but the government
has always stopped short of taking action due to strong resistance.

However, the auto industry club insists allowing old cars on the road
“does not comply with international standards in developed countries
where old cars are subject to higher annual fees and taxes because they
release more emissions than new ones”.

In Thailand, it's the opposite. Car owners normally enjoy lower annual
fees and taxes at the Land Transport Department after their cars have
been used for more than seven years, With such a tax structure, incen-
tives are lacking for owners to buy new cars.

Proposed higher taxes for old cars will have an
adverse impact on many car owners.

The auto industry club said it needs state support for the proposed
car demolition scheme to go ahead. The scheme is part of the circular
economy strategy to bring ahigher value to the whole automotive sector
— new cars, used cars and recycling businesses. The club also insists
the demolition scheme s in line with the Land Transport Department’s
plan to increase the annual fee for compulsory third-party insurance,
with old vehicles paying higher renewal fees.

Under the proposed scheme each owner of an old car will receive a
cash coupon from the Excise Department to buy a new car. It also wants
the measure to be extended to 10-year-old cars in the future in order to
adopt the demolition plan for the whole automotive sector.

[t was reported that the industry club has raised this matter with
the Excise Department on many occasions, but it gave it particularly
strong push this year after the industry experienced slow growth as a
result of the sluggish economy. Slightly more than 838,000 cars were
sold from January to October this year, compared with more than one
million last year.
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But the Excise Department should take into consideration that pro-
posed higher taxes for old cars will have an adverse impact on a large
number of car owners, particularly middle income earners, while the
auto industry will emerge a winner. Cash rebates for new cars which
lessen state revenue is a no-no.

Higher tax measures should be avoided as it is well-known that, while
commuters in Western countries have various travel options as a result
of efficient public transport systems, in Thailand, a poor mass transport
system, dilapidated public buses, and a costly electric rail system force
city commuters to own a car.

The state should be firm that the private sector should invest in the
proposed car demolition plants. Any support it provides to the opera-
tors should come in the form of tax incentives.

At the same time, the state should toughen measures to ensure owners
of old cars keep their vehicles in good condition through stringent
roadworthiness checks.

But if the governmentis serious about the air pollution problem, what
it needs to do is curb the private car population by making the mass
transit system more attractive. That means a complete network and
affordable fares, and possibly imposing measures such as traffic charges
in certain zones to discourage commuters from using private vehicles.

The economic slowdown has hit the auto industry hard. Nevertheless,
the industry must improve its capacity to remain competitive and pay
more attention to new technologies such as electric vehicles.
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Headline: Crop loss claims skyrocketing

AGRICULTURE

Crop loss claims s

DARANA CHUDASRI

Crop insurance premiums are likely to
increase next year, with the claims loss
ratio hitting 200% as a result of natural
disasters throughout this year.

Total claims for crop insurance of 3
billion baht have been paid this year,
with aloss ratio registered at 150%, said
the Thai General Insurance Association
(TGIA).

“The 150% claim ratio in crop insur-
ance is the highestin the past four years,
excluding the 2011 flood disaster when
claims were as high as 700%, while
crop insurance covers 1 million rai for
farms,” said TGIA executive director
Kheedej Anansiriprapha.

The TGIA will be closely monitoring
claims from natural disasters until the
middle of next year, Mr Kheedej said.

An upward revision of crop insur-
ance premiums is highly possible, but
this also depends on discussions with
reinsurance companies, he said.

Expanding insurance coverage to
cassava is also on the horizon, since
this crop has plantation area of about
9 million rai, Mr Kheedej said.

Although the TGIA has the bargain-

H

ing power to negotiate with reinsur-
ance companies, data collection and
updated plantation statistics are still
needed because the crop insurance
scheme has only been in place for
four years,

Thailand is among one of Asia's top five
countries for crop insurance business.

In 2019, farmers paid more attention
to crop insurance, Total premiums for
crop insurance under government pro-
jects are valued at 2.4 billion baht, cov-
ering 30 million rai of plantation area.

Of the 30 million rai, the main rice
crop insurance makes up 27 million,
which accounts for the country’s total
rice plantation area of 45.3 million rai.

Sompo Insurance Thailand chief
executive Chayanna Siripirom said
the company plans to expand insur-
ance coverage area for longan beyond
Chiang Mai province and will offer crop
insurance for other economic fruits
despite experiencing crop insurance
claims of 3 million baht.

In February, Sompo Insurance Thai-
land launched alongan crop insurance
scheme, with a crop insurance pre-
mium of 299 baht per rai. Insurance
policies are sold through the Bank for
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A farmer picks up
damaged crops
in a drought-
affected rice field
in Nakhon
Ratchasima
province. This
year’s 150%
claims ratio in
crop insurance is
the highestin the
past four years,
says the Thai
General
; Insurance

o Association.
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Agriculture and Agricultural Coopera-
tives’ Chiang Mai branch. Total insur-
ance premiums for this insurance
policy are worth about 500,000 baht.

The company’s longan crop insur-
ance provides protection for damage
caused by drought. If drought, automat-
ically inspected by satellites, is found
and meets predetermined conditions,
the company will pay damage claims to
longan farmers automatically.

“Our Japanese parent company has
acquired Endurance Specialty Hold-
ings, the US's largest crop insurance
company, and we plan to bring knowl-
edge and technology on crop insurance
for implementation in Thailand,” Ms
Chayanna said.

Shesaidinsurance claims are cheaper
compared with research expense, while
the company can keep statistical data
for future business ventures.

Longan insurance is offered by pri-
vate insurance companies because the
fruit does not fall under any govern-
ment crop insurance project, Apart
from Sompo Insurance Thailand, there
are a few other Thai insurance firms
offering micro-insurance schemes for
farmers and fisheries.
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Car ownership, credit cards and family-based
income are to be added to the qualification
criteria for welfare registration. B2
A woman shows
a state welfare
card while
shopping for food
and other
necessities at a
Thong Fah
Pracharath
. shop. SOMCHA
L POOMLARD

Further criteria for
smartcard recipients

New basis to seek
cabinet OK on Dec 24

WICHIT CHANTANUSORNSIRI

Car ownership, credit cards and family-
based income will be added to qualifi-
cation criteria for a new round of reg-
istration for state welfare smartcard
holders, says a source at the Finance
Ministry who requested anonymity.
State welfare recipients must not be
credit card holders, while their family
income will be taken into account. The
existing criteria call for welfare recipi-
ents to have annual income of no more
than 100,000 baht, the source said.
For cars, it will rest on the state offi-
cial's discretion as to whether the caris

illustrative of financial status because
car prices vary and some are old, the
source said.

Those who own more than one car
do not deserve to obtain state welfare
and subsidies, the source said.

Credit card holders should be barred
from the state's aid scheme, the source
said, as the Bank of Thailand requires
monthly income of 15,000 baht to
receive a credit card, which would
exceed the annual income limit.

The new criteria are expected to seek
cabinet approval on Dec 24, with regis-
tration opening in January.

The existing 14.5 million state welfare
smartcard holders must show them-
selves at Krungthai Bank branches,
while those whao are not the scheme's
recipients are required to sign up.

The source said the new round of
registration is aimed at ensuring that

those who need aid really receive it.

Basic welfare and subsidies for recip-
ients in the upcoming registration will
remain in place, the source said.

According to the most recent crite-
ria, those who are eligible for the wel-
fare and subsidy scheme must be Thai
nationals aged 18 or older, be unem-
ployed, have annual income ofnotmore
than 100,000 baht and have financial
assets of not more than 100,000 baht.

Eligible recipients can own a house
measuring up to 25 square wah,
or a condo unit spanning up to 35
square metres.

State welfare smartcard holders are
now entitled to 200-300 baht a month
to buyitems at Thong Fah shops; a 500-
baht monthly subsidy for public buses,
intra-provincial buses and electric
trains; and a 45-bahtdiscount for cook-
ing gas purchases every three months.
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