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Sugary drinks tax
imposed gently

WICHIT CHANTANUSORNSIRI

'|' rates on drinks with a sugar-based sweetener will be
aX gradually raised every two years of a six-year span to
give time for producers to reduce sugar content in soft drinks,
says Finance Minister Apisak Tantivorawong.

The levy for the first two years after the new excise law is
enforced will be low to let sweetened soft drink makers lessen
sugar in their drinks to aid public health, he said. These oper-
ators will be subject to both excise and sugary drink taxes, but
their tax burden during the first two years will merely change
from the current tax structure.

The new excise tax structure for drinks with sugar-based
sweeteners, part of the new excise law, will take effect Sept 16.

The key part of the law replaces the existing ex-factory
prices and cost, insurance and freight {CIF) values with sug-
gested retail prices for the excise tax base computation.

The Excise Department hopes that suggested retail prices
create a fairer system for makers and importers after it found
that some businesses were exploiting the ex-factory and CIF
values to understate their tax biils.

Mr Apisak said that under the new excise law, drinks that
are now tax-exempt must pay the sugary drink tax, which is

meant to create fairness. )

Ready-to-drink green tea and coffee have been exempted
from excise tax by claiming to use domestic raw materials,
while fruit and vegetable drinks must contain at least 10%
natural ingredients to escape an excise tax of 20% of the final
wholesale price.

Mr Apisak said the tax bills of operators whose products
are now liable for tax will hardly change after the new excise
law is enforced, as the department is promoting a tax neutral-
ity concept.

But those operators exploiting loopholes to understate
their tax payments, or those whose products have a high
profit margin, will need to shoulder a higher tax burden, he
said.

In related news, Mr Apisak said a conclusion has not been
reached on a tax break for domestic trtavel expenses, as the
Tourism Authority of Thailand (TAT) proposal is beyond the
burden the Finance Ministry can accept.

The ministry wants operators in commaunity-based tour-
ism schemes to benefit from the proposed tax deduction, but
the major hurdle is that these operators have not entered the
tax system and cannot issue tax invoices to customers.

The TAT’s initial proposal called for tourists engaged in
community-based tourism during the final quarter of the year
to be allowed to claim a personal income tax deduction of
10,000-50,000 baht, depending on the area visited.

The ministry let individual taxpayers deduct up 1o 15,000
baht in expenses paid for domestic accommedation and to
tourism agencies during October to December last year, and
another 15,000 for travel expenses incurred throughout the
remaining months of 2016, from their income tax.
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Donations sought for welfare plan

MINISTRY WANTS FlRMS, STATE UNITS TO CHIP IN FOR BT40 BN

A

o

WICHITCHAITRONG
THE NATION g%

THE Finance Ministry is asking for
charitable donations from private
firms and state enterprises to help
shore up the government's planned

~ welfare scheme for the poor.

The cost of the sweeping subsi-

' dies for low-income earners is

expected to exceed Bt40 billion
annually, Finance Minister Apisak
Tantivorawong said at the “FPO
Symposium 2017" yesterday.

The ministry is screening 14 mil-
lion of those whoregistered forstate
welfare.

At this time, 11.6 million are
potentially eligible but thefinalfig-
ure would belower as many of them
have annual income greater than
the Bt100,000 threshold, he said.

The government plans to start
giving handouts to the impover-
ished to coverutility bills, transport
and daily necessities on October 1.
Each is expected to pocket about
Bt2,700 a month.

The initial cost is estimated at
Bt40 billion, but that may not be
adequate, sothe government would
welcome tax-deductible contribu-
tions from private and public busi-
nesses, he said.

The ministry later plans to intro-
duce a negative income tax, giving
cash to those living below the
poverty line, currently at Bt30,000
a year.

This benefit may begin early next
year, said Kritsda Chinavicharana,
director-general of the Fiscal Policy
Office (FPO). .

The move is part of the govern-

ment’s policy to narrow the gap
between the rich and poor.

Among those registering, for
state assistance, a third are senior
citizens, suggesting that people are
not saving enough for retirement.

A fifth have noincome. Four mil-
lion are farmers and three million
are self-employed.

One million do not have a for-
mal education and 300,000 havea
bachelor degree, according to the
FPO’s database.

Critics, however, harbour doubts
about the accuracy of the data and
cost-effectiveness of the social wel-
fare programme.

Piriya Pholphirul, an economist
at NIDA, said the government’s
method may not be cost-effective
because there is a high cost to find
the targeted poor.




Collecting dataofthe poorisalso
prone te error, resulting in wasted
resources and discrimination, he
said.

Income inequality in Thailand is
the worst in Asean, with the rich-
est 10 per cent of the population

Finance Minister
Apisak
Tantivorawong
estimates around
11 million people
may start receiving
state welfare from
October1.

having 22 times the income of the
poorest 10 per cent. They also have
878 times the land owned by the
poorest group - holding 61.5 per
cent of the country’s land while the
lowest 10 per cent possess only 0.1
per cent, according to the FPO.
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Time for Thai Businesses to
Really Go Digital

ecades ago, the concept of Al or artificial
D intelligence might have been something we
only saw in movies, such as R2-D2 and C3PO from
“Star Wars", T-800 from “The Terminater”, or Sonny
from “I, Rabot” but, in recent years, this technological
revoiution became more real and practical in our
daily lives, as illustrated by Appie's Siri, Google's
Google Now and Microsoft's Cortana.

It's apparent that Al has alsc revoluticnized the
business sector in many ways. For instance, social
media has been an imporiant tool for many,
especially in the advertising area, and the financial
sector has been more actively adopting digiial
money that has been quite popular for smartphone
users, while FinTech has brought about many new
concepts, fike blockchain, crowdfunding, PromptPay
and electronic trading.

In addition to the change in how a business will
operate, Al has resulted in the need and the creation
of more jobs, such as programmers, analysts, and
social media and E-commerce administrators,

Minister of Finance, Mr. Apisak Tantivorawong,
said that the government is determined to push for a
broader adoption of the e-money system for both the
state and the private sector but noted that it would

take some time before everythi'ng is in full scale.
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Excise tax rejig looms

Beverage‘makers to lower sugar content gradually,
while auto retailers are not worried, write Wichit
Chantanusornsiri and Pitsinee Jitpleecheep

some businesses were found 1o exploit these
vahues to understate theis tax bills,

The source said the excise tax of other non-
alcohoiic drinks will be changed o 14% of slg-
gested retail price from 209% of the final wholesale
price currently.

Finance Minister Apisak Tantivorawong said
last week sugary drink tax rates will be gradually
raised every two years over six vedrs to allow sweet-
cned soft drink manufacturers to reduce sugar in
their beverages 1o improve public health.

For cars with engine sizes below 2,000 cubic
centimetres, the source said the new excise duty
will be 23% of the suggested retail price
instead of 30% of the ex-factory price or

eady-to-drink coffee and tea beverages will
lose their excise duty-free privilege after the
new excise law comes into effect on Sept 16,
changing the tax computation base tg suggested
retail price.

But the tax impased on other non-alcoholic drinks will
barely change during the first two vears of the law.,

After the new law eniers into foree, ready-to-drink cof-
fees and teas will be levied a 10% tax on their suggested
retail price, plus a sugary drink tax rate that depends on
the sugar content of the beverage, said an informed
Source at the Finance Ministry.

Bottles and cans of soft drinks with sugar con-
tent of 0-6 milligrams will be tax exempt, while CIF value to comply with the tax neutral-
6-8my will be subject 1o a 10-satang tax. Those ity concepr.
with 8-10mg will be taxed 30 satang, 10-14mg will Members of the beverage, alcoholic
be taxed 50 satang, and more than 14img will be beverage and automobile trade associa-
levied one baht, the source said, tions will meet on Aug 31 to discuss how

For example, a 1,000m] bottle with sugar con- the new excise tax system will affect their
tent of 14% would have a sugary drink tax of 50 businesses. Members seck more clarifica-
satang, the source said, while a 500-m] botte with tion about specific tax rates, particularly
the same sweetness will be taxed 25 satang. on sweetened beverages, said a source _

Organic laws concerning the new excise tax involved with the issue, SR
rates, which will apply to all 21 categories of . The source said the goveriment has
products subject to excise duties except for alco- tommunicated consistently about excise
hal, cigareties and playing cards, have already tax reform, emphasising efficiency of

won the cabinet’s approval and the rates will be taxation, not raising the excise tax rate. ‘
announced today. Taxation efficiency is amplified by broad-
Organic laws stipulating the new tax rates for ening the excise tax base for bevcrages,
alcohol, cigareties and playing cards will seek said the source.
cabinet approvul shortly before Sept 16 to prevent The government has pledged tax
people from stockpiling them 1o reap a windfall, neutrality for beverages that already pay
The suggested retail price that will repiace the excise tax, meaning their tax burden
existing ex-factory prices and cost, insurance and should not increase if they don't add
freight (CIF) values is aimed at creating a fairer any sugar,

system for manufacturers and importers after



» Current
Tax exemption

» New
Excise tax at 10% of
suggested retail price
+
p sugary drink tax
{per unit}*
« Tax-free for drinks with
sugar content of 0-€ mg
« Levy of 10 satang for
drinks with sugar
conten of >6-8 myg

« Levy of 30 satang for
drinks with sugar
content of »8-10 mqg

« Levy of 50 saténg for
drinks with sugar
content of »10-14 mg

» Levy of 1 bhaht for
arinks with sugar
content of >14 mg

So
Ur(_- -
& Finance Ministry

Non-alcohol
beverage

» Current
Excise tax at 0% of
the finat wholesale price

> New
Excise tax at 14% of
suggested retail price
+

; » sugary drink tax

(per unit}*
+ Tax-free for drinks
with sugar content.

« Levy of 10 satang for
drinks with sugar
content of >6-8 mg

« Levy of 30 satang for
drinks with sugar
content of »8-10 mg

+ Levy of 50 satang for
drinks with sugar
content of =10-14 mg

« Levy of 1 baht for
drinks with sugar
content of »14 mg

*
The levies will be subject to change Vet
two years of the six-year period

AUTO WITH ENGINE SIZE OF LESS THAN 2,000 CC

Excise tax at 30% of
ex-factory price
or CIF value**

retail price..

4 Excise tax at 23%
i of suggested

#*CIF is cost, insurance and freigl

Scurce: Finance Ministry

Tan Passakornnatee, Ichitan Group Plc’s}
tive, said the company will wait for clarity on
rates. The company plans to gradually reduc
its drinks to-lower its tax burden, he said.
Leading fruit juice manufacturers are also p
ing to cut sugar in their beverage formulas to ¢
with the tax changes.

“We are preparing our product portfolio to align
with the policy,” satd Fkaphol Pongstabhon, man-
aging director at Tipco Foods Plc.

Mr Ekaphol believes the new tax schemne willnot
affect its business much because it sells premium
fruit juice, whete the sugar is from natural products.
But the company plans to launch a new line of fruit
juices that contain less sugar.

Roongchat Boonyarat, chief operating officer
of juice rival Malee Group, said it may be slightly
affected by the new tax measure because if the
company moves to use natural sugar in its drinks,
operational costs will increase.

“We are conducting a feasibility study on new
sugar sourcing and exploring new opporturnities
in other product categories,” Ms Roongchat said.

Though the new regulation charges a higher tax
rate the more sugar isin drinks, Thai sugar millers are
unlikely to be affected by a drop in domestic demand
as they expect strong export demand to offset the dip.

“Sugar is a commodity that is needed in eve-
ryday life and demand normally rises in line with
economic growth. There should not be a big drop
in demand since the Thai economy is still growing
every year, said Parphan Sirivirivakul, chiefexecu-
tive of Kaset Thai International Sugar Corporation.

Thailand, the world's second-biggest sugar
exporter after Brazil, produced 10 million tonnes
of sugar in the 2016/17 crop, which énded in mid-
April this year, said the Office of the Cane and Sugar
Board. The country normally setsaside 2.2-2.5 mil-
lion tonnes of sugar to secure domestic supply.

“Even if domestic demand drops, global demand
for sugar is rising,” he said.

The new automobile excise tax is unlikely to
have a big effect on retail car prices as most
producers are expected to maintain their
prices, said Thanawat Koomsin, president
of the Thai Automotive Industry Asso-
ciation. In particular, Thai-made vehicles
should have similar prices if the government
aims to collect a similar tax value, he said.
Surapong Paisitpatanapong, spokesman
for the automeotive industry club of the
Federation of Thai Industries, agreed maost
distributors will maintain their retail prices,
“The car market is intensified, so higher
prices affect buyers’ decisions,” he said.
Thailand's car market faced a huge
change in eatly 2016 when the Excise
Depariment altered the rate basis from
engine size 1o CO2 emissions, including
compaiibility with alternative fuels such as
E20 and EB85. The retail prices of every model
have risen by 7,000-200,000 baht, except for
eco-cars, said Mr Surapong.

Additional reporting by Piyachart
Maikaew
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