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Background

On 4 March 2008, the Cabinet announced a wide range of fiscal measures to stimulate the domestic economy, personal savings and the property market. These are summarised below.

Corporate income tax changes:

· Small firms earning less than 1.2 million baht a year are exempted from paying income tax for the next three years. 

· Corporate income tax is waived for firms making net profits of less than 150,000 Baht per year. 

· The corporate tax rate for new companies listing on the SET is reduced from 30% to 25% for three years  

· The corporate tax rate for companies already listed on SET is reduced from 30% to 25% for three years   

· Corporate income tax for companies listing on the Market for Alternative Investments is reduced to 20% from 30% for three accounting years. Tax for existing MAI listed firms is reduced to 20% from 30% for the first 20 million baht in net profits for three accounting years. 

· Allowable deductions permitted for energy-saving machinery, equipment and installation, at 1.25 times the cost. 

· Depreciation of machinery and equipment related to production and services allowed at rates up to 40% of cost on the delivery date. 

· Depreciation allowed for computer programmes for three years. 

Personal income tax:

· Taxpayers earning less than 150,000 Baht per year will not have to pay income tax. The previous threshold was 100,000 Baht. 

· The allowance for life insurance premiums is increased from 50,000 to 100,000 Baht per year (NB This is only claimable for life policies issued in Thailand)

· The allowance for investment in long term equity funds, retirement mutual funds, provident funds and pension fund contributions, is increased from 300,000 to 500,000 Baht per year 

· Allowance of 30,000 Baht per year permitted for care of handicapped relatives

Measures to stimulate the property market:

· Specific Business Tax on transfers of land reduced from 3.3% to 0.1% for one year only. 

· Land Department fees to register transfers and mortgages for land, houses, townhouses, office buildings and condominiums, reduced from 2% to 0.01% for one year only. 

Comment

It is to the credit of this government that such bold measures have been announced at such an early stage in its term of office. One matter that causes concern, is that although small businesses and listed companies will benefit, there is little to benefit middle ranking companies. But coupled with the abolition of the Bank of Thailand capital reserve rules on 3 March, it is very clear that this government’s priorities are both to attract new foreign investment, and also to stimulate domestic demand. 
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