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Finance officials consider
border town tax incentives

WICHIT CHANTANUSORNSIRI {l” VX In another development, the Finance

The Finance Ministry has floated an idea
to provide tax incentives to traders in
border towns.

Operators who put consuiner goods and
machinery sought by neighbouring coun-
tries up for sale in border towns would be
subject to lower income tax, value-added
tax and customs duty, said Finance Minister
Apisak Tantivorawong.

The idea is aimed at boosting cross-
border transactions. The border locations
would be established in provinces that
have special economic zones (SEZs), Mr
Apisak said.

The government planned to set up
SEZs in 10 provinces: Tak, Sa Kaeo, Trat,
Mukdahan, Songkhla, Chiang Rai, Kan-
chanaburi, Narathiwat, Nakhon Phanom
and Nong Khai.

He said Thais are allowed to buy prod-
ucts to be sold in border towns with a cap
0f 20,000 per month per person to prevent
non-border towns from bei.ng affected.

Electronic payment will be the sole
channel available for transactions in border
towns to stem smuggling products for sale
in non-border towns, said Mr Apisak.

Ministry will propose Prime Minister Prayut
Chan-o-cha use Section 44 powers to crack
down on loan sharks who charge higher
interest rates than the law allows, he said.

The ministry will also seck cabinet
approval to impose criminal penal-
ties against underground lenders, said
Mr Apisak.

The Civil and Commercial Code prohib-
its non-financial institutions and individual
lenders from charging annua} interest rates
above 15%. Violators are subject to a fine.

The Fiscal Policy Office recently esti-
mated 600,000 households borrow from
loan sharks. Some '1.34 million of 20 mil-
lion total Thai households are ineligible to
borrow from formal lenders.

‘The ministry will allow underground
lenders and their debtors to negotiate
for debt settlement. Lenders who want to
do business legally can seek picofinance
licences. Picofinance operators are limited
to lending 50,000 baht per borrower at a
maxirnum rate of 36% a year.

The ministry also plans to extend its
supervision to thrift and credit coopera-
tives as well as credit unions after some
executives reportedly embezzled. '
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- Vietnam to cut Eorporate taxrate to17% in bid to help SMEs

VIET NAM NEWS
ASIA NEWS NETWORK

VIETNAM PLANS to impose a 17-
per-cent corporate income tax for
four years from January 1, 2017, on
businesses makingless than 20 bil-
Hon dong (Bt31 million)in revenue.

The current tax rate is 20 per
cent,

This is one of the tax incentives

included inthe National Assembly’s

draft resolution on tax measures to
help businesses overcome difficul-
ties and promote the development
of the business community.

~ The finance ministry in its
proposal about tax incentives
submitted to the government
said a 17-per-cent tax rate for small-
and medium-sized enterprises
{SMEs), equal to the preferential
tax rate imposed on new projects
located in areas of socio-economic
difficulties, will enable SMEs
to accumulate capital for in-

vestment and business expan-
sion and for improving competi-
tiveness.

“Assisting SMEs is critical, given :
their irreplaceable role in econom- |
ic development and social stabili- -
ty,” the ministry said, adding that
tax policy was a common tool to
promote the development of SMEs
across the world.

The ministry said the tax reduc-
tion would not have a significant
impact on the budget collection as
SMEs’ tax contribution to the
budget was modest.

Fall in collections

Based on the figures of the
General Statistics Office in the
pasttwoyears, the finance ministry
estimated that the budget collec-
tion would fall by about 473
billion dong if the 17-per-cent tax
rate was implemented on busi-
nesses making less than 20 billion



THE FINANCE MINISTRY SAID THE TAX REDUCTION
WOULD NOT HAVE A SIGNIFICANT IMPACT ON THE BUDGET
COLLECTION AS SMES’ TAX CONTRIBUTION TO THE BUDGET

WAS MODEST.

dong revenue, who accounted for
86.2 per cent of all firms in
Vietnam.

Although the draft law on sup-
porting SMEs by the planning and
investment ministry defines SMEs
as those making less than 100 bil-
lion dong in revenue, the finance
ministry said tax incentives should
be given to those making less than
20 billion dong in revenue to avoid
asignificant decrease inbudget col-
lection.

It estimated that budget collec-
tion could drop by 1.5 trillion dong
ifthe 17-per-cent rate were applied
onbusinesses making less than 100

billion dong in revenue.
In addition, tax incentives must

target those who werereallyinneed -

of support, the ministry said,
adding that the smaller the scale of
business, the more vulnerable they
were to shocks of the economy,
business environment and inter-
nattonal integration.

The draft resolution alse pro-
posed a 17 per-cent tax rate should
be applied on start-ups during the
2017-20 period to fuel a boom of
start-upsin the country, which was
at a nascent stage in the past few
years,

The finance ministry said there

should be early promulgation of cri-
teria to categorise a business as a
start-up. ‘

Tax incentives would also be
given to information and tech-
nology projects, including tax
exemption for four years and 50-
per-cent tax reduction for the fol-
lowing nine years, to enhance com-
petitiveness of the software indus-
try.

The ministry plans to clear tax
debtstotalling 8 trillion dong of tax
payers whose firms were already
dissolved or had gone bankrupt
before January 1, 2014,

There were more than 500,000
businesses in Vietnam, with an
average 10 per cent of them being
dissolved or going bankrupt every
year.

The resolution is expected to be
passed at the second meeting ofthe
14th National Assembly and will
comeintoforce fromthe beginning
of 2017.
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- Stimulus
set to boost

Q28

Deutsche Bank warns
on private investment |

PATHOM SANGWONGWANICH
WICHIT CHANTANUSORNSIRI

Thailand’s second-quarter economic
growth is estimated at 3.4% after
ramped-up state spending and stimu-
lus measures, says Finance Minister
Apisak Tantivorawong.

The figure would surpass the first quar-
ter's growth rate of 3.2%, itself the fastest
clip in three years.

The Bank of Thailand recently esti-
mated that GDP
growth in the
second quarter
would edge out
the preceding
quarter sgrowth,

The National
Economic and
Social Develop-
ment Board is

due to announce I

its April-June Apisak: Spending up
reading on on state projects
Augls.

rowth

o

Mr A";i-isak said disbursement of public
investrment in the final quarter of the cal-

account surplus, the highest it has been
since 1999,” Mr Spencer said.

He said people would think of a huge
current account surplus as a positive sign
back in the old days, but now it underlies

. how growth in domestic private invest-

endar year will increase and is expected to *

trigger higher private investment.

{ If the private sector starts to actively I
invest, GDP growth is likely to come in

at more than 4%, he said.

The global economy is expected to pick |

up in the next few years after struggling
for 5-6 years, Mr Apisak said.

‘His estimate is based on an econoimic
cycle of 9-10 years.

Despite serving as a cushion against

external shocks, Thailand's substantial

current account surplus reflects lacklustre |

growth in private investment and sub- !
dued capital goods imports, said Michael *

Spencer, the Hong Kong-based head of
econoinics and head of research for Asia-
Pacific at Deutsche Bank.

“The weakening of the investment
dynamic has shown up in the current

ment has slowed since the 2008 global
financial crisis.

“A sharply higher current account sur-
plus has provided stability to the baht,
but it is as much a sign of weakness as
strength,” he said.

Thailand’s year-to-date current
account surplus is US$25 billion, with
the surplus recorded at $16.,6 billion and
$8.4 billion in the first and second quar-
ters, respectively. Last year's surplus was
$32 billion.

There has not
been a compa-
rable pickup in
private invest-
ment as mirrored
through the pri-
vate investment
index and import
of capital goods,
which have dem-
onstrated below-

——

Spencer: Lacklustre

trend perfor-
investment growth mance, Deutsche

Banksaid in a
research note,

The private investment index
expanded by 1.3% year-on-year in the
second quarter, up slightly from the first
quarter’s 1.2% growth.

Imports fell by 7.8% year-on-year
between April and June, better than the

* 14.4% decline in the first quarter.

“With these headwinds persisting,
there is only so much consumption
and public spending can do to prop up
growth,” Deutsche Bank said.

Thailand’s real GDP growth this year,
meanwhile, is projected to expand by
2.5%, mainly driven by government con-
sumption and exports of goods and ser-
vices, with private consumption growth

. remaining lukewarm, Mr Spencer said.

“Without resolving the debt overhang
and political limbo, we are not sure if
consumption will grow in a sustained
manner,” the research note said.
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Mandatory provident fund
considered by cabinet

WICHIT CHANTANUSORNSIRI %"

{3 i

Along-awaited mandatory provident fund

scheme will be on the cabinet’s agenda

tomorrow as part of efforts to provide a
retirernent safety net as the country’s demo-
graphic trend keeps edging older.

The draft law requires companies with
100 employees or more to
match employees’ contribu-
tions to the fund within three
years of its enforcement, said a
source at the Finance Ministry.

Companies with at least 20
employees will have to offer the
compulsory retirement savings
scheme from the fifth year of
implementation, and those
with only one employee must
contribute from the eighth year,
the source said.

i The draft has eased from
! recent proposals by the Fiscal Policy Office
. (FPO) that required firms with at least 100
workers to offer a mandatory provident
fund scheme in the first year of implemen-
tation, companies with at least 10 employ-
ees from the fourth year and those with at
least one employee from the sixth year.
Employers and workers will be obliged
by law to contribute to the provident fund
anywhere from 2-15% of salary, with a
cap of 60,000 baht per month per worker.
However, in the early stages the fund may
require employees and emplovers to make
a 3% contribution, the source said.

Krisada: Draft bill in
effect by 2018

The contribution will be specified in
an organic law, the source said, adding
the rate will be increased in line with eco-
nomic conditions to raise average retire-
ment income in the next 15 years to 50%

" of the worker's final month salary, up from

30-40% at present.

Some 12 million employees are Social
Security Fund (S5F) members,
of which only 2.9 million are
covered by voluntary provi-
dent fund schemes. The SSF
also offers old-age pension
benefits to its members.

Last year the government set
up the National Savings Fund
(NSF}, a voluntary pension
fund for 27 million informal
workers, and allowed provi-
dent fund members-to make
higher contributions than their
employers, with a cap of 15%
of salary.

The state also offers a Government Pen-
sion Fund, a non-contribution pension
for state officials and living allowance for
elderly. Moreover, it wants to implement
a reverse mortgage scheme that provides
loans for the elderly by aligwing them to
convert their home equity into cash.

" Krisada Chinavicharana; director-gen-
eral of the FPO, said the draft bill is expected
to come into force in 2018.

The size of the mandatory provident :

fund is expected to be at least 100 billion
baht, the source said.
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