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CHAPTER 1: IMPROVE TAX FILING PROCESS, AUTOMATION, AND AUDIT

PROCESS

e Anoteto OPDCsummarizing the current state of training auditors in the Revenue
Department and setting out changes needed to bring training and development
in line with international best practices

e A note to OPDC that identifies reforms to improve the tax filing process and
enable automation

e Key findings of agreed areas of improvement for the Tax Audit Process in
Thailand
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EXECUTIVE SUMMARY

This note represents the fourth deliverable under a program of technical assistance that the WBG has agreed to
provide to the Government of Thailand in business environment reforms. It identifies ways in which the RD can
improve:

=  The training of tax auditors;
=  The tax filing process and enable tax automation in Thailand; and
= The tax audit process

The note summarizes the findings from face-to-face and online discussions with senior and technical officials in
the Revenue Department (RD), auditors dealing with SMEs and with large taxpayers, taxpayers, and software
solution providers. The authors collected data and conducted analyses between September 2022 to February
2023. The authors gathered substantial knowledge and information about the current tax administration in
Thailand.

In addition to the review of auditor training and tax automation, the WBG team also undertook an assessment
of the tax audit process in Thailand. This note includes the WBG team’s findings, which were also based on
interviews with the RD staff and with taxpayers and their advisers.

Recommendations

This report makes specific recommendations to improve the training of tax auditors, to enable automation of
the tax computation, and to improve the tax audit process. These are presented below in order of those that
can be implemented in the short-term (within the next six months to a year), medium-term (the next 12 to 24
months) and longer-term (more than 24 months).

I. Short Term

Auditor Training

1. The RD should incorporate the locally developed materials in its nationally coordinated program of
training and development. In doing so it should maintain local ownership and commitment to training. As
a first step, RD should build a catalogue of all training initiatives and materials that have been developed
at the local level.

2. The RD should incorporate materials it has developed on audit practice, commercial practice,
investigation techniques and related skills into the core training program.

3. The RD should ensure that the enhanced performance management process it is rolling out includes a
regular assessment of individuals’ training needs.

4. The RD should ensure that the formation of its internal capability in the field of international taxation is
sustained and that the engagement with external providers is based on verifiable skills transfer. In
addition, the RD should make use of other training resources that are available externally at no cost.

Automation of the Tax Computation

5. The RD should revisit the requirement that an external auditor signs off the taxpayer’s declaration at the
end of the tax return. This requirement reduces the value of automation.
The Tax Audit Process

6. The LTO should pilot the use of the use of a compliance risk register.

7. The RD should better coordinate its work with that of the SSO.

Il. Medium Term

Auditor Training



10.

11.

12.

13.

14.

15.

Tier 1 of the RD’s core training program needs to be expanded to include business fundamentals, ethics,
and negotiations, if it is to give new auditors a sound grounding in good audit practice.
The RD should develop a more detailed and explicit career path for its auditors.

Automation of the Tax Computation

The RD should review the design of tax forms to make them easier to understand by non-specialists and
it should clearly sign-post aspects of the return that apply to a small sub-set of the taxpayer population.
Context-sensitive references and guidance in the online version of the form should be developed to ease
its completion.

The Tax Audit Process

The RD should develop a department-wide compliance risk register, informed by the lessons learnt from
the LTO pilot.

The RD should apply the other principles of modern Compliance Risk Management (CRM) to its
management of tax compliance risks. Specifically, this will involve a more systematic approach to the
initial risk assessment, the analysis of the compliance results achieved and how they correlate with the
initial risk assessment. This is fundamental to the continuous improvement of risk analysis and case
selection that is built into modern CRM.

The RD should adopt a risk-differentiated approach to case management. Cases that are high risk should
be subject to an audit from the outset, without the need to undertake lesser preliminary steps such as
an advisory visit.

The RD needs to institute effective quality control of auditors’ work that provides the Department and
line managers with meaningful and actionable feedback.

Ill. The Long Term

16.

17.
18.

19.

Auditor Training
The RD should maintain and improve the quality of its large tax program and consider cooperative
compliance approaches.

Automation of the Tax Computation

The RD should consider the adoption of a simplified system for small businesses.

The RD should create a positive climate for the increased provision and uptake of reliable accounting
software with a tax add-on.

The Tax Audit Process

The LTO population will be the first taxpayer segment to be affected by the recommendations to
improve the uptake of e-invoicing in Thailand. The RD can use this as an opportunity to understand how
e-invoicing will impact its approach to risk identification and verification activity.

Findings

I. Auditors’ training

The Revenue Department has put in place a tiered training program for its auditors that provides initial training
for new recruits and then offers more in-depth training as auditors gain experience and are dealing with more
complex cases. This includes training in specialist areas such as international tax issues.

Recent performance data suggests there is scope to improve the quality of RD’s tax audit work. The OECD’s 2021
survey of tax administrations shows not only that Thailand has a relatively low audit hit rate (the percentage of
audits giving rise to a tax adjustment) of 40% but also that those audits make a modest contribution to overall
revenue (less than 5%).



The scope of the tier-one training is limited and relatively brief in comparison with programs elsewhere. The
scope of the first stage of core training needs to be expanded if it is to give new auditors a sound grounding in
the good audit practice. This expansion of training scope will address some of the negative feedback from
businesses. The gaps in core training are being addressed by local offices through their own training initiatives.
However, the centre of the Department has no visibility of the costs involved and there is a risk of duplication
of effort and inconsistency of content. RD should incorporate locally developed materials in its nationally
coordinated program of training and development. In doing so it should aim to maintain local ownership and
commitment to training. As a first step, RD should catalogue all the training initiatives and materials that have
been developed at the local level. RD should ensure that the enhanced performance management process it is
rolling out includes a regular assessment of individuals training needs. RD staff dealing with more complex
businesses, especially those in the Large Taxpayer Office (LTO), have a good external reputation. The Revenue
Department is looking to build more internal capacity to train its staff to address the complex and high-risk issues
associated with international tax issues. The note identifies some additional resources that the Department can
make use of in that effort. The note also recommends that the Revenue Department develop explicit career
paths for its auditors, to help it to retain talented staff with the potential to reach senior positions.

Il. Linkages between Accounting Software and Tax Filing

Thailand faces an unprecedented opportunity to promote the e-filing of taxes, capitalizing on the digital dividend
of the COVID-19 pandemic. The Revenue Department can use digital tools, which have increased during the
pandemic, and compliance by design processes to streamline and automate the filing process for SMEs. The RD
is in a good position to identify entry points for streamlining reforms and using the international best practice
can help RD redress the prevailing issues preventing SMEs from adopting e-filing of taxes.

Currently, software packages that businesses use to maintain their accounting records do not enable the
automatic calculation of taxable income for inclusion in the tax return. Initially, stakeholders and experts in RD
ascribed this to the complexity of the tax system in Thailand and the need to make multiple adjustments to
accounting profits for tax purposes. Many tax systems require the accounting profits to be adjusted for tax
purposes but as these are mechanical rules they can be encoded and applied automatically by a software
application. In fact, the RD has made a start on doing this, which suggests it should be possible to codify the
rules.

The note discusses how the current tax compliance climate in Thailand is a barrier to greater take up of
automated tax compliance processes. The note describes the elements of an overall strategy to create a more
positive climate for improved take-up. These build on the work RD has undertaken to codify the computational
rules and propose a simplified approach for SMEs. The RD should revisit the requirement that external auditors
“sign off” the taxpayer’s declaration in the tax return. Improved design of the tax returns, coupled with context-
sensitive online guidance will help taxpayers to fille accurately online. These changes should form part of a wider
strategy to encourage the digitalization of the tax process and link with the effort to widen the take-up of the e-
invoicing system. This effort is the subject of a separate workstream in this WBG engagement, which will be
reported in early 2023.

Ill. Tax Audit Process

The risk assessment and case selection process in the RD is static and does not comply with international good
practices. The feedback from operational results and compliance outcomes to the design of risk criteria and
compliance interventions that is an essential feature of modern CRM is missing. The RD does not make use of a
Compliance Risk Register, another feature of modern CRM. Compliance risk assessment activity is conducted
centrally and locally but in the absence of a Compliance Risk register, there is no mechanism to coordinate the
top-down and bottom-up elements of the process. This risks duplication of effort. It is not currently possible to
assess how well the central and local elements of risk assessment perform in terms of case selection. A
Compliance Risk Register is something that the LTO could pioneer relatively easily, given its small population of
taxpayers.



The LTO population will be the first group of taxpayers to be affected by the recommendations on expanding
the take up of e-invoicing in Thailand. This will provide an opportunity to understand how improved take-up can
benefit compliance risk assessment and verification activity.

The quality control of audit case work within the RD is very limited and insufficient to provide meaningful
feedback to frontline managers.

There is scope to better coordinate the work of RD and SSO’s audits of payroll.
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INTRODUCTION

About this note

Under the agreed program of technical assistance, the WBG has undertaken to advise on tax auditor training
in Thailand.? This note updates the WBG team’s findings about the current state of tax auditor training and
makes recommendations for improvement. The recommendations reflect the linkages between the overall
program and the review of the tax audit process, among other areas.

This note also examines the barriers to automation of the tax computation?. The analysis of how accounting
profits translate into reported taxation figures takes account of the impact on SME taxpayers. It is worth
highlighting the important link between the effort to automate direct tax processes and the effort to improve
the take up of e-invoicing and automation of the VAT processes.

The note concludes with an assessment of the tax audit process in Thailand. Although this was not informed
by a detailed review of a sample of completed cases, a reasonably detailed overview of the audit process was
obtained.

Methodology

The WBG established the current state of tax auditor training and the tax audit process in Thailand through:

e Discussions with senior officials in the RD, responsible for training and staff development;

e Discussions with front-line audit teams in the LTO and local offices; and

e Interviews with a wide range of external stakeholders, including large and small businesses, providers
of accounting packages and advisers to taxpayers.*

Note: These interviews and discussions were intended to be supplemented by an analysis of data about audit
performance, information about the design of the audit process contained in the audit handbooks and a review
of the role played by the Inspectors General in assuring the quality of the RD’s audit work. It would also have
been desirable to conduct a review of a sample of completed audits and audit reports. Unfortunately,
confidentiality concerns precluded the WB team from obtaining access to these materials and the audit
handbooks. Limited statistical data was provided by the RD about the results of its audit activity. The parallel
role of the Social Security Office in auditing the compliance of employers with their payroll obligations has been
reviewed.

By way of background, Annex 1 includes an organization chart of the RD and a brief description of the
departments involved in managing and overseeing tax audits. Overall, the RD employs a little over 5,000 staff in
the audit function.® The majority of these work in the 12 regions but 300 work in the Large Business Tax
Administration Division (LTO). Regions are made up of Area Offices with responsibility for a geographical area.
For example, the office responsible for central Bangkok has 15 audit teams of between six and seven people.
Auditors are stratified according to their experience and qualifications. Entry-level auditors are called
practitioners and the next level of auditors are known as professionals. Above both, these are the senior
professionals and the ration of senior professionals to practitioners/professionals is 1:8. Finally there are experts

2 The full scope is described in the Reimbursable Advisory Services proposal.
3 of the translation of accounting profits of firms in Thailand into the figures to be reported for taxation
4 A summary of the stakeholders consulted is provided in Annex 2.

5 The figure of full-time equivalents employed on audit, investigation and other verification activity reported in ISORA was 5,211 in 2020.
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and the RD employs one expert for every 25 senior professionals. The section on training below provides more
information about the first three tiers of the auditor.

Officials responsible for planning, development, implementing, quality assuring and evaluating tax auditor
training are based in the Tax Supervision and Audit Standards Division. The Division is responsible for the
design of the audit process and audit standards. It develops the regulations and procedures governing the tax
audit process. The Division is also in charge of formulating the department's audit strategies, work plans and
objectives and monitoring all revenue offices and their compliance with procedures, including the use of
information technology for audit operations.
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TAX AUDITOR TRAINING IN THAILAND

The importance of tax auditing for Thailand

Audit and verification continue to be core capabilities of modern tax administrations. Tax administrations have
come to understand that effective tax compliance strategies must embrace a variety of tools to maximise
voluntary compliance. These include interventions such as taxpayer education, system and process redesign and
improvements in taxpayer services that are all designed to make it easy for taxpayers to comply, and hard for
them not to. Nonetheless, an effective tax audit and verification system is still an essential component of an
effective tax compliance strategy. It is necessary to detect and correct non-compliance on a continuous basis,
which acts as a deterrent and reassures compliant taxpayers that their peers will be required to pay their fair
share. Tax audits are a critical part of the feedback loop in the risk management model established by tax
administrations to mitigate the risks associated with non-compliance (Error! Reference source not found.).

Figure 1: Risk-based assessment (James, 2009)¢

Consequently, tax administrations devote a significant share of their resources to their tax audit programs.
Typically, audits and related activities will account for 30 percent of staff usage in tax administrations.” According
to our analyses, the RD allocates around one-quarter of its staff to the audit function.

Recent performance data suggests there is scope to improve the quality of the RD’s tax audit work. The OECD’s
2021 survey of tax administrations shows not only that Thailand has a relatively low audit hit rate of 40% (the
percentage of audits giving rise to a tax adjustment), but also that those audits make a modest contribution to
overall revenue (less than 5%).% While these figures need to be interpreted with care, it is notable that in 2019
over 70% of the additional assessments resulted from audits conducted by the LTO. This suggests that the larger
number of auditors in local offices may be less effective. This is supported by the qualitative evidence about
auditor capability that is discussed in Section 9 below. It is against this background that the review of tax auditor
training in the RD was conducted.

6 James, S. (2009). Handbook of Tax Simplification. World Bank.

7 See figure 9.5, page 162, of Tax Administration 2021, OECD, Paris 2021. This provides information about tax administration in 59 advanced
and emerging economies, including Thailand.

8 |bid, page 118. The figures are from 2019, so pre COVID19. 2020 figures are available in the 2022 edition of the Tax Administration Series
and are similar, although the LTO’s share of the total fell as a result of the pandemic to less than 40%. The reported hit rate may under
report the number of cases that give rise to an adjustment (see Section 7 below) but that does not alter the relatively low yield figure.
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Current State of Auditor Training in Thailand

The core training for the RD auditors is structured in 3 tiers:

e Tier 1 courses are for new entrant practitioners (total of 7 courses of 108 hours duration).

e Tier 2 courses are for the professional level (8 courses, 102 hours required). This tier is taken at an
interval after the initial training and the length of that interval depends on the level of accounting
qualification the auditor joined with — if they join with a Bachelor’s degree in accounting, it will take six
years; an auditor with a Masters will reach the next level in four years and if they have a PhD, two years.

e Tier 3 courses are for the senior professional level (total of 2 courses, 24 hours required). Auditors will
reach this level after a further 4 years and are subject to an examination at the end.

A fuller description of the training program and the content of the courses is included in Annex 3 to this note.

Practitioner Training (Tier 1)

The RD requires at a minimum that new recruits have a Bachelor’s degree in accounting and some are qualified
in accounting at either Masters or Doctorate level. Because all new recruits already have a background in
accounting, this background knowledge shortens the time needed to train recruits as tax auditors. In 2006 the
Forum on Tax Administration published an information note on “Strengthening Tax Audit Capabilities”.® This
discusses initial training of auditors and acknowledges that new staff who are already professionally qualified
can start undertaking audits within three months of joining a tax administration.® Nonetheless, there are
aspects of the tax audit process that are unlikely to have been explored in depth in an academic accounting
course. Tax auditors to be effective must be able to perform multiple functions within a short period of time —
selection of cases for audit (unless there is a centralised audit section process), collection of information /
evidence, investigation of financial accounts / transactions, recording of statements, cross-examination of
witnesses, and writing of audit report. Each of these functions is complex and requires training. Further, the
work also requires multiple skills — accounting, audit, statistical analysis, economic analysis, knowledge of
banking and other laws (like company law, tax treaties, law relating to contracts, property, money laundering
etc), and legal drafting. A team-based approach in which audit is performed by a team of auditors having
functional specialisation can make the audits more effective and robust. Tax auditors, particularly those dealing
with small and medium sized enterprises (SMEs), are often dealing with taxpayers that lack reliable accounting
records and whose transactions are difficult to verify from third party sources. When direct verification of the
taxpayer’s actual income is not possible, tax administrations use indirect methods to arrive at the correct figure
of taxable income. These techniques include industry benchmarks, business economics methods that recalculate
the sales based on known purchases and mark ups and comparison of the declared income with the taxpayer’s
lifestyle.1!

The full Tier 1 training program is described in Annex 3. The amount of time allotted to teach audit techniques
in the Tier 1 training program is just six hours. A fuller description of the content of this element of the course is
provided in Box 1 below.

9 https://www.oecd.org/tax/forum-on-tax-administration/publications-and-products/37589900.pdf

10 |bid, page 53.

1 For more information about the nature and use of indirect tax audit methods see this IMF technical note:
https://www.imf.org/en/Publications/TNM/Issues/2016/12/31/Revenue-Administration-Taxpayer-Audit-Use-of-Indirect-Methods-2374
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Box 2: Description of Tier 1 Training Program

AD 040104: Techniques of efficient investigation and writing the audit report

The total number of hours required is 18 hours (6 hours of lecturing and 12 hours of practicing)

An investigation is an important technique allowing tax auditors to obtain detailed information on business operations
and practices and to find facts in suspected abnormal practices of businesses. Therefore, tax auditors must be equipped
with expertise in investigation, gathering witnesses and evidence, and writing a comprehensive audit report. The RD
would teach investigation and report writing techniques such as taxpayers' interview and questioning, witnesses and
evidence gathering, identifying tax issues, audit report writing, precautions when investigating, etc. to recruits so that
tax auditors can apply these when writing the audit report.

The course covers a wide range of subjects, going beyond the audit process itself to cover related topics, such
as fact gathering and report writing. In just six hours of taught content and 12 of practice, trainee auditors are
unlikely to be fully equipped to undertake an effective audit, including the use of indirect methods. This contrasts
with 24 hours that are devoted to explaining the differences between accounting standards and tax reporting
requirements. The Tier 1 course also includes 30 hours of training on the revenue code, but this is a relatively
short time in which to absorb the principles of administrative tax law, personal and corporate income taxes, VAT
and supplementary tax obligations such as withholding tax.

Concern that the initial training of tax auditors could be insufficient is indicated by feedback from taxpayers and
practitioners. Small business taxpayers and their advisers stated that they experience significant variations in
the skill levels of auditors. Less experienced auditors lacked a good understanding of audit techniques and
commercial practice. Auditors’ knowledge and understanding of tax law is also variable. As a result, there is a
lack of consistency of approach by auditors and some cases are settled on an arbitrary basis. More generally,
the approach to tax audits in Thailand is adversarial and non-compliance is assumed by auditors from the outset.
In some extreme cases, the testimony from respondents suggests that auditors may use the audit case for
personal gain.

The scope of the tier-one training is limited, and relatively brief in comparison with programs elsewhere.'?
The examples in Annex 5 show that the overall time taken to induct new auditors is generally a lot longer than
in Thailand. Some important topics are not touched on during this initial training. There is no part of the current
curriculum that provides a basic introduction to the fundamentals of running a business and contemporary
commercial practice. The training course does not appear to cover the soft skills involved in successful audits,
such as communication and negotiation. Integrity and ethics are not covered formally in the course. Tax auditors
should also have a good understanding of the basic principles of company law if they are auditing corporations.*3

Higher Tiers of Core Training and Additional Training Programs

The second and third tiers of core training cover topics such as audit techniques and accounting standards
that were encountered in tier one in greater depth. They also introduce some specialised subjects, such as
international taxation and investment promotion (tax incentives). In addition to the three-tier courses as part of
the formal audit training, there are three functional courses based on tax auditors' roles and responsibilities.

12 See the FTA report from 2006 just referred to. Annex 5 includes examples of training programs for graduates run by the tax administrations
in other countries.

13 Tax administrations tend not to publish full details of their internal training programs but the “Handbook on Tax Administration” (Alink
and van Kommer, IBFD 2011, Chapter 7) provides a useful model of training programs for tax administration staff. Even at the entry level,
this model anticipates that staff will receive training in commercial awareness, communication, debt collection, integrity and company
law, alongside a good grounding in the relevant tax laws (administrative provisions, income taxes and VAT).
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The time commitment of these three courses is varied (12 hours and 18 hours). There are also two optional
courses available.

The RD also develops an annual personnel development plan, which sets out a program of specific courses
tailored to the needs of staff in the department in that year. Examples of recent development plans are included
in Annex 4. Some of the courses are very specific to the fiscal year in question, helping selected members of staff
to understand the immediate operating priorities. Others are clearly tailored to the needs of the LTO, such as
the transfer pricing and FinTech courses that were run in 2018. With 300 members of staff expected to take
part, coverage of the LTO audit staff was high. In addition, some courses cover topics that are of relevance to
the general body of auditors, such as the 2018 courses on the impact of new electronic forms of payment and
electronic audit techniques. The 2018 program also included a course that specifically aimed at helping staff
improve SMEs’ understanding of their tax obligation and their voluntary compliance. The 2020 program included
training on integrity, teamwork and governance. There was also a course addressing recent trends in SMEs’
commercial operations and the analysis of financial statements. Both the 2020 and 2022 programs included
courses designed to improve audit and investigation techniques. However, the coverage of these courses is
limited, in some cases to just 30 people.

The RD’s current structured approach to training is not yet complemented by a well-developed career path
for its auditors. Auditors can expect to transition through the training tiers to higher levels of responsibility,
depending on ability. However, this career path is quite basic. Operational offices in the regions and the LTO
have a mix of staff at tiers one, two and three. Staff rotation does not deliberately aim to allocate the most
effective auditors to the highest-value cases, most obviously in the LTO. Although abler staff are more likely to
gravitate towards the LTO, there is no pay lead and staff working there enjoy no additional seniority. There is no
explicit career path for auditors showing how they can move through the LTO to roles as subject matter
specialists, or senior managers. Like many tax administrations, the RD cannot match the salaries that advisory
firms in the private sector offer to tax specialists. Retaining talented staff can be challenging. Thus, having a
clearly stated strategy for developing talented staff and demonstrating how they can move up to the more senior
and rewarding roles in the tax administration can help to offset salary premiums offered by the private sector.

Locally Developed Training

Recognizing the limitations of the initial training of auditors, local offices have developed their own materials.
Managers and auditors who were interviewed as part of this study explained that the locally developed training
placed more emphasis on practical aspects and included case studies. The centrally managed training programs
tend to be more theoretical and less interactive. Some of the courses are very short (just half a day, for example).
Locally produced materials are also tailored to reflect the specific characteristics of the taxpayer population
dealt with by that local office. Formal training is complemented by on-the-job training by managers and the RD
has a mentoring scheme in place.

While local commitment to training is to be welcomed, the current approach has some inherent risks and
drawbacks. There is no real visibility of these local training initiatives at the centre of the RD. Senior HR managers
believe that the RD invests less than other government agencies in training but do not know how much time
and effort is devoted to training at the local level. If local offices develop materials in isolation from one another,
there is a risk of duplication of effort. This is particularly true for case studies, which are time-consuming to
develop and maintain. Staff in local offices may believe that their population of taxpayers has unique features,
but this needs to be verified. It is more likely that taxpayers in specific sectors and taxpayer segments have
common characteristics. There is a need to ensure that locally developed materials are consistent with RD’s
overall compliance strategy and its technical view of the relevant law.

Performance Management and Training

The RD is in the process of rolling out a system of formal face-to-face feedback on performance. This will
supplement the written reporting process with a discussion of results achieved and competencies, which
account for 30% of the overall rating of individuals. Managers are being trained on how to provide feedback and
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this is an important component in the Department’s plans to improve leadership within the organization. The
discussion of competencies is an ideal opportunity to identify training needs.

Improving Auditor Training in the RD

Feedback from small businesses suggests that implementation of training and quality control of audits are
lacking. The numbers of audit staff are on the low side by international standards, and external stakeholders
have the impression that the RD auditors have heavy workloads. The current approach to quality control of
audits and case management is explored in more depth in the final section of this note.

Tier 1 of core training needs to be expanded if it is to give new auditors a sound grounding in good audit
practice. The expansion of the training scope will address some of the negative feedback from businesses and
practitioners. This should include more extensive training in audit techniques, including indirect methods and
business economics. New auditors should also spend more time working through case studies. The RD should
consider formally assessing the auditor’s capabilities at the end of the course. The syllabus should cover
commercial awareness, soft skills, integrity and ethics. It should also include courses on statistical analysis and
economic analysis. A course on common audit findings, common audit mistakes and common tax evasion
practises would be a useful addition.

Some of the gaps in the basic training of auditors are being filled by local initiatives but these need to be
better coordinated and managed. Currently, there is no visibility of these initiatives and the materials they
produce at the centre of the RD. Consequently, the RD does not fully understand how much resource is being
invested in training overall. There is also a lack of oversight to ensure that there is no duplication of effort and
that training materials help deliver consistent treatment of taxpayers across the country. The RD should
incorporate locally developed materials in its nationally coordinated program of training and development. In
doing so it should aim to maintain local ownership and commitment to training. As a first step, the RD should
catalogue all the training initiatives and materials that have been developed at the local level.

The LTO has a good reputation but needs to respond to changes in the international environment. The
introduction of the proposed global minimum tax will increase the importance large multinational enterprises
(MNEs) attach to the quality of tax administration in the countries where they operate. So, the RD will need to
maintain and improve the quality of its large tax program and may want to consider cooperative compliance
approaches. This requires good commercial understanding and a focus on the verification of systems, which
would carry additional training implications.*

In the field of international taxation, the RD’s focus on training the trainers through international experts is
sensible. However, it is important for the RD to ensure that the formation of its internal capability is sustained
and that the engagement with external providers is based on verifiable skills transfer. In addition, the RD should
make use of other available training resources. For example, the WBG has published practical guidance on
transfer pricing that addresses the needs of developing countries.’® The UN also publishes a practical manual on
transfer pricing.’® The WBG has recently made available online training for transfer pricing specialists and more
information on this is provided in Error! Reference source not found.2.

14 The OECD has outlined a framework for the design of cooperative compliance programs: https://www.oecd.org/tax/forum-on-tax-
administration/publications-and-products/co-operative-compliance-a-framework-9789264200852-en.htm. A recent publication of the
Vienna University of Economics and Business provides information about current programs and offers advice on implementation:
https://law-store.wolterskluwer.com/s/product/cooperative-compliance/01t4R000000VRsqg

15 https://openknowledge.worldbank.org/handle/10986/25095

16 https://www.un.org/development/desa/financing/sites/www.un.org.development.desa.financing/files/2021-

04/TP 2021 final web%20%281%29.pdf
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Box 3: Transfer Pricing E-Learning Tool
The World Bank has recently developed an online e-learning course on transfer pricing. It can be accessed through this link:

https://olc.worldbank.org/content/elearning-course-transfer-pricing-electronic-learning-tool-self-paced

It is uniquely designed for tax auditors undertaking audits of MNEs in developing economies but will be valuable also to
others seeking to improve their understanding of transfer pricing. This training is a comprehensive, self-paced course

consisting of a range of interactive modules designed to be studied either sequentially or separately. The course:

=  Builds from basic concept to advanced transfer pricing concepts, covering up-to-date and complex auditing issues.
=  Employs comprehensive case studies based on real audit cases encountered by tax administrations in developing
countries.
=  |Incorporates other international tax issues auditors of MNEs are likely to encounter, including permanent
establishments, residence, interest deductibility rules and other base erosion and profit shifting (BEPS) issues.

Each module of the course takes approximately 1 hour to complete and is accompanied with supplementary reading
materials and a short test to assist learners in assessing their progress.

The annual personnel development plans demonstrate a serious commitment on the part of the RD to the
continuous development of its staff but cover topics that should be part of the core program. Some of the
materials developed include aspects of audit practice, commercial practice, investigation techniques and related
skills that need to be understood by all of the Department’s auditors. The RD should incorporate these materials
into the core training program.

The RD should ensure that the enhanced performance management process it is rolling out includes a regular
assessment of individuals training needs. For auditors, this assessment will provide an opportunity to ensure
that gaps in their capabilities, whether of a technical nature or involving the softer skills that are an essential
part of good audit practice, are addressed. This will increase the demand for training, so the RD should ensure
it has developed the training materials (case studies and courses) discussed earlier, and the capacity to deliver
them, before mandating training needs assessment as part of the formal feedback process. This could form a
supplementary phase of the rollout of face-to-face feedback from managers. This discussion of training needs
could also help structure and prioritize the on-the-job training provided by managers and mentors.

A documented competency framework for auditors would help provide a structure for the discussion of
performance, capabilities and training needs. Given that the RD already has a training profile for each level of
auditor in the Department, that could form the basis for a competence framework.

For the reasons discussed earlier, explicit and clear career paths can help tax administrations to manage and

retain talent. The RD should develop such a policy as part of its overall strategy for attracting and retaining good
staff in the audit function.
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IMPROVING THE LINKAGES BETWEEN ACCOUNTING SOFTWARE AND TAX FILING

The case to promote e-filing of taxes

Thailand has the opportunity to promote the e-filing of taxes, capitalizing on the digital dividend of the COVID-
19 pandemic. Electronic filing of tax returns can speed up the filing procedures and reduce compliance costs,
particularly for SMEs. Several countries have implemented electronic platforms, which can enable access to
information on how to comply with payroll, income tax and social security systems. These interfaces have also
facilitated the transfer from business to the government of relevant tax-related information. Furthermore,
governments have adapted the software to assist in tax filing to address the needs of small businesses. The Thai
Revenue Department can use this experience to capitalize on the wave of digitalization from the COVID-19
pandemic. The use of digital tools, which have increased during the pandemic, and compliance by design
processes, bring new opportunities to streamline and automate the filing process for SMEs. The RD is in a good
position to identify pain points for SMEs which have traditionally increased the burden of paying taxes for SMEs.
Identifying entry points for streamlining reforms and using international best practice can help RD redress the
prevailing issues preventing SMEs from adopting e-filing of taxes.

Since October 2021, RD had introduced a new electronic tax filing and payment system’ for all types of tax
filing, supporting service users who are taxpayers, tax agents, and service providers. Take-up of e-filing and the
benefits to taxpayers and the RD in terms of cost of compliance and accuracy of returns will be maximized if
electronic filing can be part of a more automated overall process of tax reporting. Ideally, it should be possible
to automate the translation of the financial results of a business into the figures that need to be included in the
tax return. Currently, tax reporting in Thailand involves significant manual intervention. There is little appetite
in the business community for software applications that will automate the process. This part of the report
discusses why this is the case and how the barriers to automation could be overcome.

Problem Statement

Taxpayers and practitioners say that the tax system in Thailand is too complex for automated tax
computations. This level of complexity is driven by the multiple adjustments required to translate the
accounting profit into the amount that should be declared in the tax return. The adjustments need to be made
manually to arrive at the correct figure to enter into the tax return. Taxpayers tend to do this manually using
spreadsheets and the process does not lend itself to automation.

Analysis

It is not unusual for tax systems to require businesses to adjust their accounting profits to compute their
taxable income. Many countries have rules similar to those present in Thailand that either limit deductions for
certain classes of expenditure or grant super deductions for some costs in order to encourage investment in
activities such as staff training and research. If rules are clear and codified, they can be incorporated into a tax
module that extracts the relevant data from the accounting software package and makes the necessary
adjustments for automated filing.

The RD can do more to codify the prevailing rules to compute taxable income and support automated
calculations and simplified tax filing. The RD provides guidance to taxpayers on its website and publishes
extensive answers to frequently asked questions. To assess how readily the computational rules can be
understood by SMEs, the WB team used the published guidance to answer some commonplace questions that

17 https://efiling.rd.go.th/rd-cms/
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SMEs are likely to have to answer. The results are reproduced in Annex 6. It is worth noting that this is not a
comprehensive survey of the computational rules. However, RD has codified the rules for translating accounting
profits into taxable profits. The matrix of rules is quite complex, but the process demonstrates that the
computational rules can be codified and that suggests it should also be possible to automate the calculation.

Improved guidance and simplified wording could help taxpayers understand the more complex aspects of the
return. Interviewees suggested that the design of the tax return itself might be part of the problem. They argued
that the language used in the return form is highly technical and hard for the lay taxpayer to understand. There
is some justice in this statement. For example, the "Income Tax Return for Companies or Juristic Partnerships
under section 68 and section 69 of the Revenue Code. For Accounting Period commencing on or after 1 January
2016" (form CIT 50) is 8 pages long and quite complex. The form makes a lot of references to related laws,
decrees, and revenue codes, requiring technical knowledge of accounting and the tax code. However, most of
the entries simply replicate figures that can be extracted directly from the financial accounts of a corporation.
Several aspects of the return will not be relevant to the majority of taxpayers. Improved guidance and simplified
wording could help taxpayers complete the return accurately.'® Returns, such as the VAT tax return (PP 30 - 3
pages long) and the Specific business tax return (PT 40 - 1 page) are much simpler. Withholding tax returns -
PND1, PND2, PND3, PND53, and PND54 - are only 1 page long and the calculations are also straightforward. So,
while there may be scope for improvement, it does not appear that the design of the tax returns is the
fundamental barrier to automation of the tax computation.

However, the tax compliance climate in Thailand, rather than the computational rules, may be the dominant
barrier to automation of the tax return process. While improving computational rules may be useful, the root
cause of the problem is the tax compliance climate in Thailand. This is characterized by a lack of trust between
the tax authorities and taxpayers, which does not create a strong incentive for businesses, other than large
businesses, to invest in good accounting and tax control systems. In the SME segment, levels of tax morale and
compliance are low. Many small businesses do not have robust accounting systems and anecdotal evidence
suggests levels of tax evasion are high. This perception means that auditors from the RD will tend to assume
that businesses are non-compliant. Unfortunately, this reinforces a non-compliant attitude of defensiveness
amongst business owners. Respondents see little value behind investing in improving tax compliance if they are
going to be treated as non-compliant anyway.

Taxpayers and advisers also commented on the high frequency with which the RD issues regulations affecting
the computation of taxable profits. Initially, it was not clear why this was the case, as the underlying tax law in
Thailand is reasonably stable. The explanation appears to be that the regulations are issued in order to achieve
two quite different purposes:

e Set out the computational rules which businesses should apply when calculating their taxable income;
and
e Identify (and deter) bad practices that RD has detected SMEs using to evade taxes.

This demonstrates that there is a need to communicate more clearly when guidance affects the way in which
taxable income is computed and when the message is about evasion. In the latter case, there should be no direct
impact on how tax is computed; the concern is with ensuring the underlying accounts are accurate and truthful
in the first place.

Currently, the tax rules in Thailand do not distinguish between businesses according to their size, which
suggests a missed opportunity for further simplifying tax declarations. All businesses, however small, must
follow the computational rules imposed by primary law and the RD regulations. While these have been codified

18 Guidance in the form of context sensitive guidance that "pops up” when a taxpayer is completing an online form can be especially effective
in simplifying the process.
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by the RD, the exercise confirmed that the rules are quite complex.® It may be possible to reduce the complexity
for the majority of taxpayers by more clearly identifying rules that are only relevant to taxpayers engaged in a
particular activity or having other special characteristics. The majority of taxpayers can ignore these special
regimes when computing their liabilities. Moreover, very small businesses, while large in number, probably
contribute relatively little in terms of mainstream tax revenue (CIT and personal income tax (PIT) on business
profits). It is also reasonable to assume that there is a relatively small difference between accounting profits and
taxable income in these cases. For this reason, many tax administrations allow small businesses to prepare their
tax declarations on a simplified basis. Recently published data from the International Survey on Revenue
Administration (ISORA) shows that 25% of participating administrations allowed small businesses to comply on
a simplified basis. In high-income countries, this proportion rises to 33%.2°

The requirement for the return to be “signed off” by an external auditor imposes an additional barrier to
automation of the tax return process. The company tax return referred to earlier concludes with a declaration
on the part of the director, partner or manager concerning potentially uncommercial transactions, undisclosed
debtors and creditors and other aspects of compliance. This declaration must then be subjected to review by an
external tax auditor who records a formal opinion about it on the return. It is far from clear that this has any
significant impact on observed compliance.?! It is also not clear that this aspect of the return process is mandated
by primary law.22 Requiring an external auditor to be directly involved in the finalization of the return makes it
less likely that taxpayers will invest in applications that can automate the tax filing process. If they are paying
for the opinion in support of their declaration, they may as well ask the auditor to complete the computation at
the same time. Several taxpayers and tax advisers that the WBG team spoke to were of the view that the
requirement for external sign-off of the tax return is a barrier to automation.

A new and emerging generation of IT savvy businesses is making increased use of accounting systems to
improve business management. These taxpayers are much more likely to adopt automated processes for tax
computation and filing if the climate is right. This group could be early adopters of an automated system.
Adoption of systems that help businesses automate their accounting and tax compliance processes will be
further accelerated as more taxpayers embrace the e-invoicing system. The WBG team is examining ways in
which the RD could secure increased take-up of e-invoicing as part of a separate workstream of this engagement.

The Way Forward

The RD’s own work confirms that it is possible to codify the rules governing the adjustment of accounting
profit for tax purposes. The RD should also review the design of the forms to make them easier to understand
by non-specialists and more clearly sign-post aspects of the return that will only be relevant to a small sub-set
of the taxpayer population. Context-sensitive help and guidance in the online version of the form would help
ease the completion of the form. The RD should revisit the requirement that an external auditor signs off the
taxpayer’s declaration at the end of the tax return. The WB team found little evidence that this positively impacts
compliance, but it does act as a barrier to automation. The RD should consider the adoption of a simplified
system for small businesses. Such a system would require a minimal number of adjustments. Access to a
simplified system could be made conditional on the SME using a reliable accounting system. Overall, the impact
on revenue of these measures is likely to be positive: for smaller businesses the adjustments do not have a

19 This is consistent with the findings on paying taxes in Thailand from 2019, which show that the time taken to comply with tax obligations
in the country totals 229 hours each year. This compares with a regional average of 181 hours and 159 hours in high-income OECD
economies. “Doing Business Reform Memorandum: Thailand”, WBG August 2019.

20 “|SORA 2018, Understanding Revenue Administration” IMF 2021: https://www.imf.org/en/Publications/Departmental-Papers-Policy-
Papers/Issues/2021/11/03/Understanding-Revenue-Administration-464865

2! In the section on the audit process, we will see that tax auditors are often looking to minimize the chances that their clients will be selected
for audit.

22 The provisions in the revenue Code concerning companies and juristic partnerships oblige these legal persons to supply audited accounts
in support of their tax returns but do not require the return itself to be auditied.
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material impact on the measure of income for tax purposes and improved compliance will more than
compensate for any slight reductions.

More broadly, the RD should create a positive climate for the increased provision and uptake of reliable
accounting software with a tax add-on. This would have several complimentary elements:

e  Taxpayers using reliable systems will be less likely to become the subject of audits and will receive
refunds more quickly and with reduced levels of checking.

e There is an opportunity to adopt an integrated approach to improved tax compliance and digitalization
across both direct and indirect taxes. The proposals being developed as part of the e-invoicing
workstream of this WBG engagement, envisage a progressive requirement to make e-invoicing
mandatory. As this will ensure that the RD has access to almost all the transactional data of a business,
linking the roll out of e-invoicing with other elements of digital tax compliance, including the filing of
business tax returns, will create value for all stakeholders.

e To enable increased take-up of automated computation and filing, the RD should make improvements
to the online filing process, strengthening its internal logic to help prevent errors while enabling online
correction and amendments of returns.

e To the extent necessary, simplify business tax returns, using language that is intelligible to the ordinary
taxpayer and ensures online versions of the form include context-sensitive guidance on how to
complete each entry.
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TAX AUDIT PROCESS

The Current Tax Audit Process

The audit process starts with case selection based on a risk profile assessment. The initial risk assessment is
conducted centrally by the Tax Auditing Standards Division. This initial analysis makes use of internal data held
by the RD taken from tax filings and past compliance history. This is complemented by information from other
government agencies and from financial institutions.?® The system also compares business results with norms
for the relevant industrial sector. Around 100 risk rules are used to generate a risk profile. The profile will suggest
whether any compliance intervention should be designed to educate and assist or take the form of an
enforcement action.?* The application of the risk rules is an automated process, but this simply identifies which
of the rules have been triggered. This list of triggered rules is supplemented by a more detailed report on the
risks in the case, and the relevant tax code provisions in play, that is prepared manually. This is a resource
intensive process, with reports typically taking a day to complete, or up to a week in more complex cases.

The initial risk assessment undertaken centrally is followed by a further review at the local office. The local
audit team will include a planning function that undertakes this additional review, which takes into account
information available at the local level and the staff’s knowledge of the area. This will include a review of the
risk rules triggered, and historic data about tax payment history, business results reported and any prior audits.
This local review may identify new risks that are not highlighted in the report prepared at the centre. Once cases
have been selected for verification, audit team leaders allocate the cases to team members in line with each
auditor's skills and experience. The verification process usually starts with an effort to validate the concern and
will only escalate from the advisory style of intervention if there is a more serious irregularity of the taxpayer
and the auditor cannot agree. In many cases, the taxpayer will agree to amend their return?. Only a minority
of cases will proceed to a formal audit. This may explain the relatively low hit rate reported in the ISORA survey?®,
as it appears the number of cases counted as giving rise to an adjustment was treated as meaning only those
that involved an audit summons.

It was not possible to review a representative sample of completed cases including formal audits. Discussions
with staff from the Tax Auditing Standards Division and auditors indicated that examination of underlying
records, including banks statements and other primary documents takes place in more serious cases. If
necessary, the RD auditors will reconstruct the correct business results using business economics. Currently,
electronic invoices are of limited assistance because taxpayers who issue them may also issue manual invoices.
Purchase and sales ledgers cannot be automatically reconstructed from e-invoices as a result and take up of the
scheme is still limited. The WBG team was not able to directly assess the extent and quality of these audit
practices in the RD.

The LTO has adapted the RD risk management process to reflect the characteristics of the large taxpayer
population. In addition to the 100 risk rules developed centrally, it applies further risk criteria tailored to the
large taxpayer segment, such as stock market listing, whether a regulated business or not and so forth. The

2 Banks report information about withholding tax deducted from interest payable to depositors but there are some exceptions for smaller
deposits and summary information may only be provided in respect of savers who have opted to accept the 15% withholding tax as their
final liability.

24 RD makes use of four types of intervention: a. Advice on tax audit (lightest measure): Its purpose is to advise taxpayers on accounting and
tax computation. If they do not cooperate, the authorities will change to a more serious approach; b. Analyze and verify the tax return
(stronger than a.); c. Operational inspection (stronger than b. but designed to encourage taxpayer to self-correct); and d. Issuing a summons
for tax inspection (strongest measure).

25 Taxpayers can amend their returns within three years of submission.

26 https://read.oecd-ilibrary.org/taxation/tax-administration-2022 5711f734-en#page136
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central risk assessment plays a smaller role in the audit planning process that the LTO follows. The risk rating
goes beyond a mechanical application of the rules to include a professional assessment by LTO staff of the
compliance risks posed. In the LTO, at the end of the risk assessment process taxpayers are categorized as high
or low risk.

The LTO does not risk assess entities under common ownership together as a matter of course. Furthermore,
the LTO does not have oversight of all of the entities that form part of the same economic group. The LTO is
allocated cases according to criteria that are applied on an entity-by-entity basis. However, the LTO can request
that it assumes responsibility for smaller subsidiaries. Taxpayers can also make this request. The LTO is organized
by sector (51 teams dealing with 51 industry sectors) but there is coordination between teams where entities
are transacting with one another in an integrated group.

At the conclusion of the case, the auditor will prepare a report for their supervisor that describes the proposed
settlement. Once approved the case can be settled. The majority of cases are settled by agreement with the
taxpayer. Disputes are referred to the legal department in the local office. The details of the settlement are
recorded using standard templates that differ according to the type of compliance intervention undertaken. The
report details the findings in the case and the specific reasons for any adjustment made to the tax due. However,
very little of the detail in these reports is captured in the RD’s IT system. From the IT system, it is possible to see
how much was collected in each case and in some cases?’ the reasons for the adjustment but not how the tax
due is allocated between those reasons. It is not possible for the RD to analyze the results and correlate them
with the specific risks that were identified during the case selection process. The LTO has its own system but
that does not analyze the additional tax assessed according to the specific reasons giving rise to an adjustment.

Auditors in the RD are expected to complete a certain number of cases each month and obtain an adjustment
in most of them. Auditors are expected to complete four cases each month and secure a monetary adjustment
in 80% of cases. While most of these cases will not involve a formal audit, auditors usually complete more than
four cases a month and secure an uplift in the tax payable in the vast majority of them. Senior managers in the
Tax Auditing Standards Division explained that the primary measure of success for the RD and its operational
offices is the overall revenue collection and the RD has a good track record of delivering the target revenue. This
is consistent with the perceptions of taxpayers and their advisers, who commented that many RD auditors
appear to be very revenue focused and determined to secure some form of a tax adjustment. How this impacts
the quality and integrity of case management is hard to assess, in the absence of any direct review of auditors’
casework. The RD’s own quality control mechanisms are limited.

Quality control of audit cases is largely left to line managers. Within the RD, the Inspectors General are
responsible for quality assurance of the operational offices and they report directly to the Director General.
Their remit covers the overall management of operational offices in the regions, of which audit is just one part.
The WBG team was able to review an example of one of these reports and the section on casework was limited
to three sentences. The findings cited a failure to fully observe procedure and deadlines but provide no detail.
More detail is contained in the supporting summary of the cases examined but the number of cases involved is
very small (in this case just three advisory audits). This is insufficient to support statistically valid conclusions
about the quality of work at the regional level, let alone at lower levels of the organization.

The work of the Social Security Office is not central to the current program of assistance but there is scope to
improve coordination with the RD. The scope of the SSO’s reviews extends well beyond employers’ compliance
with their payroll obligations. However, to the extent that the SSO is concerned with the payment of social
security contributions and the accuracy of the payroll, there is an overlap with the oversight functions of the RD.
From the taxpayer’s point of view, this means that two government agencies could review the same issue for
the same period. That is burdensome for them and wasteful for the government. Moreover, the hit rates
achieved by the SSO in its work on social security contributions are low (between 2019 and 2021 it declined from

27 Staff are encouraged but not required to include this information.
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20.63% to 11.18%). At a minimum, the SSO would benefit from sharing the RD’s risk rating of employers and
both organizations could share the results of their audit activity. Ideally, the two organizations should coordinate
their activities to avoid duplication of effort. There may be scope for the RD to undertake payroll reviews on
behalf of the SSO, leaving it free to focus on the other aspects of employer compliance for which it is responsible.

Analysis

The centralised risk selection criteria are not dynamic and not subject to a process of continuous
improvement. The RD advised the WB team that the 100 rules have remained largely unchanged in recent years,
although there have been some refinements of individual rules and new risk rules have been added when new
data becomes available.?® The static nature of the risk criteria reflects the absence of any effective feedback
from the results of compliance interventions to the design of the risk criteria. The management information
systems used by the RD do not capture detailed information about compliance interventions. The results
recorded on the system are limited to the amount of the overall settlement. It is therefore not possible to
undertake a meaningful analysis of how closely the risk profile corresponds to the facts found during the audit.

The centralised risk selection process is complemented by a further review at the local level. Both processes
are resource intensive and are likely to involve some duplication of effort. Effective risk identification does
involve a combination of a “top-down”, or strategic, review of risks and a “bottom-up”, or case-based approach.
However, the compliance risk register, discussed below, plays a vital role in coordinating these views of risk and
ensuring that they are synthesised to provide as rich a picture as possible of the overall risk landscape. The
register also helps to ensure that the two approaches to risk are coordinated and additive and avoid duplication.
Modern tax administrations base their assessment of tax compliance risks on a systematic review of data and in
the more populous taxpayer segments, especially SMEs, the selection of cases is largely data-driven. This helps
to ensure that the selection process is objective and demonstrably so, which helps ensure that taxpayers are
treated fairly. Currently, there is a perception externally that case selection at the local level is subjective and so
may be unfair. The absence of a system to systematically track how cases are risk assessed at the outset and
how this correlates with eventual outcomes makes it hard to verify or counter this perception.

Comparing the correlation between the overall risk profile of cases and audit settlements would provide
indication of effectiveness of the risk rules in place. The data needed to undertake this exercise has not been
provided to the WBG team. In the meantime, the comparative performance of the RD’s audit function (see
section 7 above) suggests that audit productivity outside the LTO is low and poor case selection is likely to be a
contributing factor. Discussions with tax advisers indicate that the risk rules used by the RD are well understood
externally, which is hardly surprising given their static nature. Advisers guide taxpayers to make filings that are
least likely to trigger the risk rules. This is just one of the reasons why it is usual for risk rules to be dynamic in
nature, so that they can keep pace with changes in taxpayer behaviour.

The RD’s current approach to Compliance Risk Management (CRM) lacks the feedback process that is an
integral part of good practice in this aspect of tax administration. That good practice is encapsulated in the
diagram below.?®

28 RD has recently obtained acces to data held by the land registry and this is now reflected in the risk rules.

29 OECD. 2004. GUIDANCE NOTE: Compliance Risk Management: Managing and Improving Tax Compliance, and OECD. 2009. Information
Note: Managing and Improving Compliance: Recent Developments in Compliance Risk Treatments. OECD Publishing, Paris.
https://www.oecd.org/tax/administration/33818656.pdf, and https://www.oecd.org/tax/forum-on-tax-administration/publications-and-
products/hnwi/42490764.pdf.
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The diagram shows how feedback from the implementation of operational plans, including audit programs and
their impact on compliance outcomes, is an essential part of the CRM process. If compliance interventions do
not achieve the desired results, the process encourages the re-evaluation of the basis on which risks have been
identified and compliance interventions selected. In this way, the process embeds the principle of continuous
improvement in the CRM cycle. It ensures that the compliance strategy of the tax administration is responsive
to changes in taxpayer behavior and the wider environment. The RD’s auditors already capture more detailed
information about compliance outcomes in their final case summaries but that is not used by the RD in the
systematic way that the CRM process requires.

While the LTO has a relatively sophisticated approach to the risk assessment of the entities it deals with, the
process is not systematic. In part, this is because it does not deal with entities under common ownership as a
single economic group as a matter of course. However, the LTO lacks a process to understand the risks it is
managing overall. The LTO does not have a central risk register that provides a typology of risks and an oversight
of the tax at risk in relation to each risk. Compliance Risk Registers form an essential part of the modern approach
to CRM.

It is good practice for all the entities within an economic group to be risk assessed and managed as a whole.
There are several reasons for that. When an entity is part of a wider group, it is not possible to fully understand
its operations unless their place in the overall business model of that group is understood. Entities within a group
will use common systems and follow common practices. It is more efficient to assess these and their tax
compliance implications in a single process, rather than on an entity-by-entity basis. From the taxpayer’s point
of view, it is much easier if the business has a single point of contact with the tax administration, with whom it
can discuss all the tax affairs of the group.

A Compliance Risk Register is a comprehensive list of the compliance risks identified by the tax administration.
It is important that everyone labels and defines compliance risks in the same way. If different teams have
different ways of describing and defining risks, it will be impossible to collect basic, but vital information about
them. For example, it will be impossible for the RD to know with accuracy which taxpayers present the same
risk, how much revenue is at stake and whether there are some common features that will help identify the risk
in other cases. The compliance risk register ensures that the management of individual risks is coordinated
across the whole organization. The register makes it possible to track the impact of treatment strategies
designed to address the risks. Annex 7 lists some of the information commonly found in a compliance risk
register. With its relatively small population, the LTO could implement a compliance risk register relatively easily,
using spreadsheets, or a simple database application, examples of which are available as open-source software.
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Not only would this sharpen up CRM in this important taxpayer segment, but it could also serve as a model for
the RD as a whole.

The WB team has only been able to obtain a high-level overview of the audit process. There is a system in
place to track the progress of cases and overall workloads but the data from that system has not been made
available to the WBG. Nonetheless, it is clear from the foregoing analysis that critical elements of modern
CRM have yet to be adopted by the RD.3° The recommendations in the next section largely focus on the steps
the RD can take to address this shortcoming. They also discuss how these can be coordinated with the
recommended development of the e-invoicing program in Thailand.

Recommendations

The RD should apply the principles of modern CRM to its management of tax compliance risks. Specifically,
the RD should:

e  Ensure that the risk assessment of cases selected for compliance interventions captures the nature of
the risk(s) identified in the case, including where possible an estimate of the tax at risk, and a risk
score 3!, This information should be captured on the RD’s information systems. Similarly, the
information already captured by auditors at the conclusion of an intervention about the nature of any
irregularities found and the tax collected as a result. This will enable the RD to systematically correlate
compliance outcomes achieved with the initial risk assessment. This process is fundamental to the
continuous improvement of risk analysis and case selection that is built into CRM.

e Develop a compliance risk register, as this plays a central role in the CRM process. The LTO offers an
opportunity to pilot the use of a compliance risk register. The number of taxpayers managed by the
LTO is limited but they make a disproportionate contribution to both overall revenue and compliance
adjustments. Because the numbers of taxpayers are relatively small, the register can be built using
readily available office applications.

e The LTO population will also be the first taxpayer segment to be affected by the recommendations to
improve the uptake of e-invoicing in Thailand. The RD can use this as an opportunity to understand how
e-invoicing will impact its approach to risk identification and verification activity.

The RD tends to follow a standard approach to all taxpayers, escalating from an advisory intervention to more
coercive actions as the case dictates. Modern approaches to CRM tend to differentiate taxpayers according to
the degree of risk that they present. This is consistent with the principles of responsive regulation, which try to
ensure that the type of intervention chosen is consistent with the taxpayer’s compliance behavior. The LTO
already undertakes a basic risk differentiation of its taxpayers into high or low risk. The RD should apply this
approach more generally and consider allocating cases with a specific risk score. This will make it easier to
calculate how well the risk score correlates with the eventual compliance outcome. Equally, it will also help the
RD to identify cases that are high risk and so should be subject to an audit from the outset, without the need to
undertake lesser preliminary steps.

The RD needs to upgrade its quality control of auditors’ work. Having a function that is independent of the line
management of auditors review the quality of their work is good practice. However, the scope of the Inspectors
General review is limited in content and very limited in terms of the numbers of cases reviewed. A more
systematic approach should be adopted and applied to sufficient cases to provide statistically reliable feedback

30 The IMF provides a free online training course on tax compliance risk management which can be found here:
https://www.imf.org/en/Capacity-Development/Training/ICDTC/Schedule/OL/2023/VITARA-CRMOL23-01

31 In some tax administrations this is high level (high, medium low, for example) in others it is a numeric score
based on the risk rules triggered, sometimes adjusted by a weighting system that gives more priority to certain

risks.
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to the managers of audit teams in Area Offices. Annex 8 includes a relatively simple set of questions that can be
used to assess audit quality on a consistent basis.

The RD should better coordinate its compliance activity with that of the SSO. This could help to avoid
duplication of effort and reduce the compliance burden on employers.
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Brief description of Offices and Divisions involved in managing and overseeing tax audits

Tax Supervision and Audit Standards Division is responsible for developing supervision and audit standards,
regulations and procedures for the tax supervisory system and tax audit. The Division is also responsible for
formulating strategies, work plan, and objectives, as well as evaluating, monitoring and ensuring that all revenue
offices are complied with them, including utilizing information technology in all supervision and audit
operations. The office is also responsible for providing advice and academic support to revenue offices.
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Central Audit Operations Division is responsible for investigating and processing cases which cover several areas
or are assigned specifically. The office is also responsible for the underground economy, processing cases
initiated by other agencies, auditing for verifying tax invoices, and value-added tax assessment. This includes
compiling data used in tax administration purposes for offices nationwide and preparing plans for the
investigation, seizure, and confiscation of documents for tax audit purposes.

Large Business Tax Administration Division is responsible for administering tax collection, tax supervisory, tax
delinquent, and tax audit on the taxpayer under its jurisdiction as well as evaluation of its administration,
including the processing of tax returns, refunding taxes, analysing and auditing transfer pricing issues, providing
legal information and tax rulings, conducting legal actions, issuing tax certificates, processing tax appeals, and
considering fines and interests cancellation/ reduction.

Regional Revenue Office is responsible for planning and evaluating tax collection according to the Revenue
Department’s policy, as well as planning and controlling tax delinquent collection of Area Revenue Offices,
supervising, monitoring and ensuring that Area Revenue Offices and Area Revenue Branch Offices under its
responsibility are managed according to plans and meet the Revenue Department’s objectives.

Area Revenue Office is responsible for planning and evaluating tax collection as well as supervising, monitoring,
and ensuring that Area Revenue Branch Offices under its responsibility are managed according to plans and
meet the Regional Revenue Office’s and the Revenue Department’s objectives. The office is also responsible for
supervising, monitoring, and performing audit on taxpayers under its responsibility as well as collecting tax
delinquent, proceeding with legal actions, processing tax refunds, providing tax rulings, processing tax returns,
providing tax information, and supervising and monitoring the operation of Area Revenue Branch Office.

Area Revenue Branch Office is responsible for collecting tax payments, refunding tax, and performing any other
assigned duties. It is also responsible for inspecting small individual taxpayers, canvassing potential tax sources
and taxpayers, processing tax delinquent, financial and revenue accounting operations, and providing
information and advice to taxpayers.

Informal Business Survey and Tracking Division is responsible for planning, and setting up strategies and
regulations for the investigation of non-compliance businesses as well as inducing them into the tax system. The
office is also responsible for analysing tax sources and complaints on tax evasion.

Inspector-General Office is responsible for inspecting, analysing and evaluating the performance of offices
under the Revenue Department’s jurisdiction through the implementation of information technology. The office

is also responsible for ensuring that all offices are complied with the regulations and able to work effectively.

Source: Annual Report 2021, Revenue Department
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ANNEX 2: SUMMARY OF STAKEHOLDERS CONSULTED

18-22 July 2022

structure, number of staff, reporting
lines, relevant laws and regulations, etc.
2. What are the current practices and
barriers to automating the translation of
accounting profit into taxable profit?

3. Could you describe the step-by-step
tax audit process (e.g. what is outlined in
the official document/guideline vis-a-vis
the actual practice)?

4. What is the process of hiring tax
auditors? What are the performance
management systems in place? What is
the career development program in
place? How is audit quality monitored?
5.Please describe the training program
for auditors. Does this cover accounting,
tax administration law and tax law?
What audit techniques are they taught?
Is there a program of continuous
professional development? Do staff
undergo a training needs assessment on
a regular basis?

6. What training is in place for auditors
dealing with large taxpayers to
familiarize them with more complex tax

Stakeholders Type of Interviewed Questions Summary of interviewees’ responses
Organization
Revenue Government 1. Please tell us the organizational | Barriers to automating the translation of accounting profit into taxable profit
Department information (e.g. organizational | e Parts of the process can be automated and the Revenue Department (RD) has taken

steps to enable this. However, complete automation is not possible. This is because
aspects of the tax return must be signed off by the taxpayer’s auditors, including, for
example, the inventory valuation.

It was not clear how this fits with the process of self-assessment, which is the basis
on which the tax system operates in Thailand, as in other countries. If the taxpayer
is ultimately responsible for the accuracy of the figures and for obtaining any third-
party sign-off, why does this affect the filing process? RD can verify that all necessary
checks and sign-offs have been completed in cases that present a risk of non-
compliance.

RD is aware that taxpayers complain that the tax return form is complex to complete,
taking around 10 hours. It was agreed that the design of the form was relevant to the
identification and removal of barriers to enabling automation of the tax filing
process.

The analysis will need to identify the underlying causes of problems, here and in the
audit process, as some may arise from poor practice/understanding on the part of
taxpayers.

Audit Process and RD Auditor Training and Development

RD selects cases for audit based on a process of data analytics and risk scoring. The
data used include third-party data from SSO, Customs and other sources. Based on
the analysis, potential risks of non-compliance are identified for auditors to address
and they have a set of integrated audit tools available for the purpose.

The starting point for the audit will be the risks identified in the case selection
process. The risk criteria are refined in light of actual audit outcomes.
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Stakeholders

Type of
Organization

Interviewed Questions

Summary of interviewees’ responses

issues and international aspects such as
tax treaties and transfer pricing?

7. What are the reforms around tax
auditing that RD is considering or
currently implementing?

8. From your experience, what is your
impression about tax auditing process in
Thailand? What is the country’s technical
capability?

9. Is the tax audit process in Thailand
efficient and commercially viable?

10. To whom the audit teams report
operationally and what are the key
performance metrics used?

11.What is the dispute management
procedure?

12. Is there discretion in managing the
tax  system specified in  the
administration law?

13. What is the structure of
responsibility in the LTO, is it classified by
industry or other characteristics of the
firm or tax filing procedures?

14. How many auditors are there in the
LTO and how many audits are completed
each vyear? What are the current
workloads for these auditors (e.g. one
person is responsible for auditing how
many firms)? Are entities under common
ownership dealt with holistically?

The first step will be an examination of the underlying accounting records to assess
their reliability. Auditors have a good grasp of accounting principles and practice —
the minimum entrance requirement is a Bachelor’s degree in accounting, or similar.
They are able to test the records, looking for evidence of weaknesses (unexplained
bank deposits, inexplicable cash flow, etc.).

If it is necessary to recompute the profits, auditors will use various techniques to do
so: what is the scale of the business (e.g. size of premises, range of goods sold).
Auditors are supported in this task by a handbook that describes the techniques to
be used and they also learn from experience.

Newly recruited auditors undertake initial training in tax law and audit techniques.
As they acquire more experience they can move up to the next level, that of a
specialist auditor. This involves additional training but no examination. The time
taken to reach this level depends on the level of qualification that the auditor joined
RD with. If first degree only, it will take 6 years; an auditor with a master's will reach
the next level in 4 years and a PhD in 2 years. A further level of training is provided
to senior specialists, usually after a further 4 years. Auditors undergoing this top level
of training have to undergo an exam at the end of the process. RD will provide more
information about the three training programs (outline syllabus).

The courses usually take the form of taught classes, supplemented by field training.
{The exact duration of the training programs was not clear but we can check when
the syllabus id provided.} The training makes use of case studies and role play to give
trainees insight into the challenges they will face when conducting real casework.
The three-stage training program for auditors is augmented by additional training
that is identified as needed by RD and set out in the Department’s training plans. This
process has been disrupted by COVID but example training plans from past years will
be provided to illustrate the types of topics covered.

The quality control of audits has three elements. The majority of audits are
conducted in the local office network. The auditor prepares a report setting out the
findings of the audit and proposed settlement and this is submitted to the line
management (Head of Division) for approval. Separately, there is an independent
quality control process that examines whether the audit has addressed the risks
identified during the case selection process and compliance with the instructions in
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Stakeholders

Type of
Organization

Interviewed Questions

Summary of interviewees’ responses

15. How were the auditors rated in terms
of their expertise from the perspective of
co-workers and external stakeholders?
16. What are the training programs for
these auditors?)

17. What are the training activities (e.g.
case study, workshop, etc.)?

18. When laws/regulations change, what
are the things that you have to do?)

the audit handbook. Finally, the Inspector General of the Revenue Department
undertakes a review of cases.

The performance review of auditors includes an assessment of their training needs.
RD has developed online training programs for its auditors, to supplement the formal
training program described earlier. RD also has a mentoring system in place, as well
as on-the-job training by line management.

When new regulations are put in place, or court decisions affecting Rd practice are
handed down, RD provides explanations for its technical staff. These can take the
form of video clips available on the internet, or online real-tile briefings, during which
staff can table questions to the experts. The Legal Division takes the lead in providing
this guidance.

The LTO is structured differently and focuses on key industry sectors (finance,
automotive, pharma, etc.). Team leaders will be sectoral specialists and that includes
having a good understanding of modern supply chains in sectors like automotive).
In the international field, RD has secured support from OECD/ADB to train LTO
auditors in transfer pricing audit techniques and other international tax issues. In-
house expertise in these areas is limited.

In terms of career development, the most obvious trend is for LTO staff to leave for
the private sector. Career paths depend very much on the individual, their
capabilities and the views of line management. There is no “typical” path and it is not
clear how auditors perceive their career opportunities in RD.

The relationship between accounting standards (IFRS) and taxable profits was
discussed. IFRS is now more forward-looking that it once was but the rules of the tax
code less so, which creates an increasing gap between the accounting profit and the
taxable profit. Internationally, the trend has been towards greater harmonization
between the taxable profit and accounting profits. But there are exceptions: tax
incentives for example and anti-avoidance rules designed to limit the scope to
anticipate/manipulate losses. These differences are much more likely to be material
for large firms. The issue is largely one to tax policy.

The external view of RD’s auditors is likely to vary from individual to individual,
depending on their experience and expertise. RD is sometimes asked how it is able
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Stakeholders

Type of
Organization

Interviewed Questions

Summary of interviewees’ responses

to undertake such detailed audits, which probably reflects positively on the skills of
its auditors.

RD does look to undertake post-audit monitoring, particularly in larger cases. The
purpose is to ensure that errors identified during the audit have been corrected for
the future.

Social Security
Office

Government

1. What is the cope of SSO’s audit and
how does it fit with RD’s audit?

2. What is the training program of SSO
auditors who audit employers on SS
contributions?

SSO is responsible for collecting contributions to the social security fund and to the
workers’ compensation fund. The two contributions are computed and collected on
different bases.

Audits are not coordinated with RD, as they fall under a different Ministry. Findings
of audits are not routinely shared either. Moreover, the interests of the two agencies
differ — a higher salary figure increases the SS contributions due, but reduces the
taxable profit.

SSO does use the data provided to RD to help assist its own audits. Data sharing
means it is hard for employers to report different figures to SSO and RD. There are
criminal sanctions in the regulations for cases of fraud (fine 20k BHT/six months in
prison). In more serious cases the court may be asked to impose a tougher penalty.
Generally speaking, SSO thinks it is hard for employers to deceive both SSO and RD
simultaneously. When SSO settles a case, it does not report the results to the RD.

Big 4

(EY Company
Limited and
KPMG)

Accounting and
consulting firm

1. From your experience, what is your
impression about accounting and tax
systems Thailand?

2. From your experience, what is your
impression on tax code, policy, filing and
tax auditing process?

3. Are audits conducted in a timely and
efficient manner? Are auditors able to
clearly explain the reasons for an audit
and the grounds on which they are
proposing any adjustments to the
submitted tax return?

There are differences in standards between accounting and tax in Thailand.
Accounting firms follow an accrual basis (accounting standpoint). There are some
rules and adjustments (amortization period) needed for tax computation. RD is trying
to bridge the difference between the 2 standards.

Barriers to automating the translation of accounting profit into taxable profit may be
that the cost of software which needs to be customized to fit the business outweighs
the benefits received.

Given that most of the clients are large businesses/ multinational businesses,
experience with LTO staff is positive — they have a good understanding of business
and commercial practice.
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Stakeholders

Type of
Organization

Interviewed Questions

Summary of interviewees’ responses

4. Do auditors have a good
understanding  of  business  and
commercial practice? What audit

techniques do they use?

5. How much discretion do auditors have
and is this exercised consistently and
fairly?

6. What are the potential reforms to
simplify or remove the rules and improve
the filing process?

GreenPro KSP
Consulting Co.,
Ltd.

Accounting and
consulting firm

1. From your experience, what is your
impression about accounting and tax
systems Thailand?

2. From your experience, what is your
impression on tax code, policy, filing and
tax auditing process?

3. Are audits conducted in a timely and
efficient manner? Are auditors able to
clearly explain the reasons for an audit
and the grounds on which they are
proposing any adjustments to the
submitted tax return?

4. Do auditors have a good
understanding  of  business  and
commercial practice? What audit

techniques do they use?

5. How much discretion do auditors have
and is this exercised consistently and
fairly?

6. What are the potential reforms to
simplify or remove the rules and improve
the filing process?

Computing Taxable Profits in Thailand

The tax system in Thailand is too complex. Regulations vary according to the size of the
business. Small businesses can’t comply with regulations design for large enterprises, so
regulations are tailored for them. However, RD also tries to counter tax evasion through
regulation, producing many highly detailed sub-regulations designed to counter abuse.
This is an obstacle to automation. There is a need for the private sector and government
to collaborate to create a better compliance climate. This will involve a change in
attitude on both sides. Currently, RD assumes that all taxpayers are non-compliant.
SMEs struggle to understand the system and will tend to comply with RD requests for
additional tax payments.

Audit Practices and Regulations

It is difficult to generalize. Some RD auditors are professional in their approach,
undertaking a rigorous record examination and making a reasoned case for any
proposed adjustment. However, in a significant minority of the cases, Greenpro is
involved in (10-20 out of 400) the RD officer has proposed an arbitrary adjustment,
sometimes hoping to secure an under-the-table payment.

Tax Auditor’s Capabilities

The picture is mixed. Some are capable but others are focused on reaching a revenue
(cash to bank) target and propose arbitrary adjustments, sometimes based on crude
comparisons with other businesses. RD suffers from a shortage of trained personnel.
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Stakeholders

Type of
Organization

Interviewed Questions

Summary of interviewees’ responses

The focus on yield targets and heavy workloads conspire to degrade the quality of work.
Even auditors with good skill levels may not apply them under pressure to settle cases
and bring in the cash. High staff turnover, especially at junior levels, is also an issue.
Taxpayers find themselves having to explain matters all over again when the officer they
are dealing with changes.

Double Pine
Co.,ltd.

Accounting
software firm

1. What are the current barriers to
automating the translation of accounting
profit into taxable profit?

2. What are the difficulties users face
when trying to revise returns that have
been submitted online?)

3. What are the potential reforms to
simplify or remove the rules and improve
the filing process?

Business owners struggle to understand the tax rules. These should be more
straightforward and capable of being encoded in software applications. Businesses need
to comply with two standards: accounting standards and tax rules. RD has the power to
define the tax rules and business owners find it difficult to challenge their interpretation.
There are multiple rules affecting the computation of taxable profits and RD keeps
generating new rules but the rationale for these is not always clear. Moreover, the rules
do not keep pace with developments in business practice and with inflation. Foreign
investors find the Thai system hard to comprehend. This can create unwelcome
uncertainty about tax treatment. RD’s capacity to answer taxpayers’ queries is limited.
RD’s system of knowledge management and FAQs needs to be easier to use-they should
develop this capability with input from end users.

RD has developed a tax application for businesses to use but it is not cloud-based. Users
have to load the application on their device and when they replace their computer, the
application has to be installed from scratch. It is possible to submit tax filings online but
not updates and corrections; they must be filed on paper and in person. So, the process
is not fully electronic. The online tax return does not automatically calculate the entries
that are the arithmetic result of earlier entries and does not prevent users from making
obvious errors. As a result, users have to undertake a lot of calculations offline as they
complete the return. There are a lot of rules governing disallowable expenses.

RD has improved its understanding of business in recent years and is alive to the tricks
taxpayers employ to evade taxes (e.g. phoney suppliers created to generate false
expenses). On the other hand, some of their applications don’t cater for commonplace
situations. For example, the E-tax system does not allow for cancelled orders and
refunds.
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Stakeholders

Type of
Organization

Interviewed Questions

Summary of interviewees’ responses

At the industry level, the Association of Thai Software Institutions (ATSI) does interact
with government departments, including RD, to discuss the approach to digitalization.

THE KLINIQUE

Micro, Small,
and Medium
Enterprises
(MSME)

1. From your experience, what is your
impression about accounting and tax
systems Thailand?

2. From your experience, what is your
impression on tax code, policy, filing and
tax auditing process?

3. Are audits conducted in a timely and
efficient manner? Are auditors able to
clearly explain the reasons for an audit
and the grounds on which they are
proposing any adjustments to the
submitted tax return?

4. Do auditors have a good
understanding  of  business and
commercial practice? What audit

techniques do they use?

5. How much discretion do auditors have
and is this exercised consistently and
fairly?

6. What are the potential reforms to
simplify or remove the rules and improve
the filing process?

The discussion started with the differences between the measure of profit for
accounting purposes and the taxable profit. The tax system in Thailand is complex and
many accountants are unfamiliar with the rules and how they affect the measure of
profits. Moreover, the accounting standards are subject to change more frequently than
the tax rules, but accountants don’t always appreciate how this affects the adjustments
needed to correctly report income for tax purposes.

Larger businesses will have in-house experts that can address these issues but smaller
firms lack that capability and RD will find errors. There is also a problem that results
from the way large firms pressurize smaller suppliers to issue invoices close to FY end.
The managers inside the large firms want to show they have spent their allocated
budget, and so request an invoice to cover any underspend. But there is no real
transaction and there is a consequential mismatch between the invoiced turnover and
the actual turnover of the supplier. A move to e-invoices could help to eliminate this
problem.

When it comes to automation of the tax computation, one difficulty is that IT developers
are unfamiliar with both rules of accounting and the tax system.

Thailand’s standards are based on IFRS, but translated into Thai and so known as TFRS.
When changes are made to IFRS there is a delay while these are translated and
incorporated into TFRS. There are two standards in operation: full application of IFRS
rules which applies to quoted and large businesses and a separate standard for SMEs.
Not all practitioners keep abreast of changes in the standards and how this may affect
tax reporting.

The number of SMEs being audited is relatively small but officers conducting the audits
are not always fully qualified (TAs rather than CPAs). Heavy workloads do not help the
situation. There is also more pressure on RD to hit its revenue targets when the economy
is struggling.

39



Stakeholders

Type of
Organization

Interviewed Questions

Summary of interviewees’ responses

Looking ahead, RD should make more use of digital tools to make it easier to comply
and harder not to. This would also enable them to expand the tax base.

Thailand
Federation of
Accounting
Professions
(TFAC)

Federation

1. From your experience, what is your
impression about accounting and tax
systems Thailand?

2. From your experience, what is your
impression on tax code, policy, filing and
tax auditing process?

3. Are audits conducted in a timely and
efficient manner? Are auditors able to
clearly explain the reasons for an audit
and the grounds on which they are
proposing any adjustments to the
submitted tax return?
4. Do auditors
understanding  of
commercial practice?
techniques do they use?
5. How much discretion do auditors have
and is this exercised consistently and
fairly?

6. What are the potential reforms to
simplify or remove the rules and improve
the filing process?

have a good
business and
What audit

Thai Bankers'
Association
(TBA)

Association

1. From your experience, what is your
impression about accounting and tax
systems Thailand?

2. From your experience, what is your
impression on tax code, policy, filing and
tax auditing process?

Business understanding in the LTO is generally good and sectorization encourages
auditors to develop an in-depth knowledge of how businesses in different industries
operate. Business knowledge at the local office level is varied. The LTO makes
adjustments that are based on sound legal analysis. The larger taxpayers and MNEs will
challenge proposals that cannot be justified. In local offices the quality of decision-
making is more variable, depending on the capability of the individual auditor.

RD follow clear protocols for the opening of audits. The conduct of audits can be
variable, depending on the seniority and experience of the auditor. However, taxpayers
have a relatively positive view of RD auditors. Appeals and disputes are not handled as
quickly as businesses expect. The appeal committee includes officials from other
government departments and the provinces.

RD suffers from resource constraints and this can delay their intervention, which may
be two or three years after the period in question. RD is still paper-based and they want
to see original documentation, which can take time to dig out and provide in paper form.
Audit scope sometimes proves to be wider than RD indicated opt the outset. In some
cases, this is justified by the identification of violations during the initial stages of the
audit but in some cases, the scope is broadened despite no evidence of violations.

Taxpayers are deterred from making refund claims by the prospect of an audit.
However, businesses with robust systems will claim and are happy to be audited.

There was strong agreement that tax certainty will be an increasingly important factor
in investment decisions as the international community moves towards a global
minimum tax rate. Tax incentives help but Thailand is not as competitive as it was. There
is a need to focus more on technology and less on tax incentives. BOIl non-tax incentives
are more important too. The quality of tax administration affects tax certainty and can
be a positive factor if rules are clear and the process is efficient. Clearer rules will
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Stakeholders

Type of
Organization

Interviewed Questions

Summary of interviewees’ responses

3. Are audits conducted in a timely and
efficient manner? Are auditors able to
clearly explain the reasons for an audit
and the grounds on which they are
proposing any adjustments to the
submitted tax return?

4. Do auditors have a good
understanding  of  business  and
commercial practice? What audit

techniques do they use?

5. How much discretion do auditors have
and is this exercised consistently and
fairly?

6. What are the potential reforms to
simplify or remove the rules and improve
the filing process?

encourage increased compliance. It would help if the difference between the accounting
measure of profits and the tax measure was narrowed. Automation of the tax
computation is only possible if the rules are clear. Complexity increases the cost of
producing a tax compliance software package and businesses, especially small
businesses, are not willing to incur the expense.

Thailand’s accounting standards are based on IFRS. RD could work with industry and the
professions to codify the differences between IFRS and tax reporting. There has been
some progress in addressing areas of doubt and this could be built on. The guidance
could be improved by using an example to illustrate how the rules apply in practice. RD
does publish FAQs and around 10 years of replies to queries can be accessed on its
website. RD has begun to digitalize the tax process, but the process is incomplete. For
example, supplementary filings have to be submitted in paper form.

Thailand needs to grow its tax base. As more and more transactions are in electronic
form, there is scope to increase the formalization of the economy. RD should also make
greater use of data it already receives to prefill or do away with reporting requirements.

Premier
Professional
Consulting Co.,
Ltd.

Enterprise
resource
planning (ERP)
consulting firm

1. From your experience, what is your
impression about accounting and tax
systems Thailand?

2. From your experience, what is your
impression on tax code, policy, filing and
tax auditing process?

3. Are audits conducted in a timely and
efficient manner? Are auditors able to
clearly explain the reasons for an audit
and the grounds on which they are
proposing any adjustments to the
submitted tax return?
4. Do auditors
understanding  of

have a good
business and

RD has a good understanding of good practice in training and development, although
there may be some gaps. Taxpayers' experiences suggest that implementation may be
lacking (LTO auditors well rated by performance in local offices much less so). This may
come from the workloads and shortage of personnel, the focus on tax yield targets, and
the variability of experience and training of front-line staff conducting compliance
activities.

Business owners struggle to understand the tax rules. These should be more
straightforward and capable of being encoded in software applications. Businesses need
to comply with two standards: accounting standards and tax rules. RD has the power to
define the tax rules and business owners find it difficult to challenge their interpretation.
There are multiple rules affecting the computation of taxable profits and those tax rules
change quite often per economic condition which makes it hard for developing
affordable software for SMEs.
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Stakeholders

Type of
Organization

Interviewed Questions

Summary of interviewees’ responses

commercial practice? What audit
techniques do they use?

5. How much discretion do auditors have
and is this exercised consistently and
fairly?

6. What are the potential reforms to
simplify or remove the rules and improve

the filing process?

The Board of
Investment of
Thailand

Government

1. From your experience, what is your
impression about accounting and tax
systems Thailand?

2. From your experience, what is your
impression on tax code, policy, filing and
tax auditing process? How does this
affect the investment environment?
How effective are tax incentives in
Thailand in influencing investors’
location decisions?)

3. What are the potential reforms to
simplify or remove the rules and improve
the filing process?

The tax administration process can be detrimental to investors. RD officers have variable
skill levels, which can be problematic. They also ask for different levels of proof in
support of claims for tax incentives. Obtaining refunds can be a slow process, which is a
problem for exported who naturally have an excess of input tax to reclaim. SMEs do not
always understand their tax obligations. MNEs are usually well advised and
knowledgeable.

When it comes to incentives and tax exemptions, BOIl and RD sometimes take different
positions. This creates uncertainty for investors and damages BOI’s reputation if it has
promised an incentive that RD refuses to grant. In a recent case, RD challenged the carry
forward of expenses that had been agreed by BOl and the Court found for RD. In another
case, BOI said that investment support would be treated as a (non-taxable) donation
but RD treated it as revenue. If BOI grants tax benefits that give rise to a refund, the
taxpayer will be audited. RD effectively cancels tax benefits promised by BOI in some
cases and investors concede to avoid the audit being widened to cover the whole
business.

BOI and RD are not aligned on these tax issues. This reflects a failure to engage with one
another during the policy formulation process. To address this, RD and BOI created a
working group to develop a common position on contested issues. Unfortunately, the
agreed interpretation was not disseminated to RD officials. Following the Court case
referred to earlier, business listens to RD not BOI when it comes to tax. RD tend to talk
when they disagree but there is a need for more structured/regular dialogue.
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Stakeholders

Type of
Organization

Interviewed Questions

Summary of interviewees’ responses

BOI encourages businesses to adopt good management practices including robust
accounting, as this supports growth and eventual IPO (although not all business owners
are aiming at flotation). RD should partner with banks to provide more support for
businesses. Banks are reluctant to support businesses when they do not trust the
accuracy of their financial statements. RD’s tendency to punish mistakes discourages
businesses from seeking support and advice. Thai businesses see government regulation
overall as overly burdensome. Government agencies are not good at sharing
information; they operate in silos. The system of government is highly centralized and
provincial governors lack clout.

Improving tax certainty should be a priority for Thailand, given the proposed global
minimum tax. BOI would like to discuss that with RD.

Federation of
Thai Industries

Federation

1. From your experience, what is your
impression about accounting and tax
systems Thailand?

2. From your experience, what is your
impression on tax code, policy, filing and
tax auditing process?

3. Are audits conducted in a timely and
efficient manner? Are auditors able to
clearly explain the reasons for an audit
and the grounds on which they are
proposing any adjustments to the
submitted tax return?

4. Do auditors have a good
understanding  of  business  and
commercial practice? What audit

techniques do they use?

5. How much discretion do auditors have
and is this exercised consistently and
fairly?

Thailand could benefit from good practice in tax administration elsewhere. A
standardized approach would be desirable. Currently, people in the private sector don’t
fully understand the tax system. Officers within RD have different levels of
understanding too and are not always commercially aware. This complicates the
compliance process. RD should look for ways to simplify the process and should engage
with the private sector to that end. The current tendency to blame one another should
be replaced by a dialogue that aims to achieve mutual understanding.

RD’s working assumption used to be that all taxpayers were engaged in evasion but they
are more open-minded now, perhaps excessively so. Engaged with RD recently to
discuss a major project and they worked constructively to address the tax issues and
provide certainty about the tax treatment.

RD is also better at consulting about proposed regulations before they are issued, to
ensure they can be followed in practice. Consultation is now a constitutional
requirement. Figures for foreign direct investment show that Thailand is an attractive
destination. Foreign direct investors are well advised to partner with local advisers to
understand what tax incentives are available and how to comply with the tax system.
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Stakeholders

Type of
Organization

Interviewed Questions

Summary of interviewees’ responses

6. What are the potential reforms to
simplify or remove the rules and improve
the filing process?

Differences between accounting profits and taxable profits do give rise to problems. The
rules are complex and hard to follow, especially for SMEs. E-filing does not eliminate
this underlying complexity. The rules governing accruals are different for accounting and
tax purposes. Schemes designed to encourage taxpayers to regularize past errors have
achieved low take-up (15%) despite the promise that past years would be left
undisturbed. Taxpayers are fearful of Rd and so unwilling to engage. It does not help
that the language used on revenue forms is highly technical and difficult for ordinary
taxpayers to understand. There is scope to simplify the process for SMEs and reduce
their dependence on intermediaries. Some Improvements have been made already; for
example, the PIT 091 is now much easier to complete and can be filed electronically.
The system has some internal checks that help prevent users from making basic errors.
But RD needs to make its systems usable on a smartphone as they are much more
ubiquitous than PCs.

Some aspects of the system have failed to keep pace with business practices. The VAT
system is 30 years old and assumes delivery precedes invoicing/payment but this is not
true for e-commerce.

Main findings:

e LTO s generally well regarded and there is evidence of RD looking to build a positive relationship with large taxpayers and foreign investors.
e RDis doing a lot to build its international tax capacity.
e  Experience of SMEs and their advisers is much less positive.
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26 September — 12 October 2022

e Understand the tax audit process for SMEs in
Thailand (step-by-step)

e Understand the linkage with the Social Security
Office (SSO) audit process

e Understand dispute management when audit
outcomes are not agreed

e Understand the tax audit process and challenges
for large businesses

RD Auditor Training and Development

e  Recruitment of tax auditors
(process/qualifications)

e Performance management system: What are
their personal KPIs? Discuss in detail annual
performance assessment and competency
assessment

e Career path: Number of people at each tiers? How
many people progress each year?

e Tax auditors’ skill development: discuss tax audit
handbook

e Focus group interview to get tax auditor’s
feedback on training and career development

Barriers to automating the translation of accounting
profit into taxable profit

Stakeholders Type of Discussion Topics / Interviewed Questions Summary of interviewees’ responses
Organization
Revenue Government Audit Process
Department Tax audit process: The process mapping is not possible since RD refuses

to disclose the detail of each step. Potential areas for improvement
include:

1) Case selection: the key element of compliance risk management
(CRM) is missing. There is no feedback from the settlement (audit
outcomes) to the initial risk assessment. Currently, the RD’s systems only
capture the total settlement and there is a check box to capture reasons
for adjustments but there is no breakdown. Consequently, results can’t
be compared with initial risk assessment other than at the aggregate
level.

2) Quality control: Quality Control is largely the role of line
management. Internal Audit checks the propriety of RD management
(e.g. budget control) but not audit quality. Inspector Generals of RD also
review the work of the regions and local offices and focus on three
areas: tax audit, tax legislation and technical issues. These reviews are
based on the examination of cases that are selected at random and will
consider whether the work has been conducted in accordance with the
relevant standards and regulations. However, the number of audit cases
reviewed is too limited based on three randomly selected cases for each
office. More investigation and information are required to assess the
effectiveness of the quality control system.

3) Coordination with the Social Security Office (SSO): SSO audits
involve the verification of employers’ compliance with their obligations
to contribute to the social security fund and the workers’ compensation
fund. There is limited coordination and information sharing between RD
and SSO. For example, SSO does not know how many of the cases it
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Stakeholders

Type of
Organization

Discussion Topics / Interviewed Questions

Summary of interviewees’ responses

e Discuss RD’s initiatives on reconciling accounting
profit and taxable profit: How complete is the tax
dimension/tax software — does it still need
manual adjustment?

e Discuss legislative framework, requirements,
processes, and related statistics of the online tax
filing system (PIT/CIT/VAT)

reviews are also subject to an audit by RD covering the same period.
This duplication is an avoidable cost for businesses.

Tax auditor’s training: In updating to the findings from the Mission in
July, the local offices also develop training materials which include case
studies. However, training activity undertaken locally is not reported back
to the HR department. Therefore, there is a scope to improve the
coordination to understand the total cost, link to training need
assessment, retain local ownership and input, avoid duplication of effort,
and ensure consistency. As RD is strengthening its performance
management system - the managers are trained to give face-to-face
feedback which could potentially lead to more demand for training.
Therefore, another area for improvement is making training needs
assessment a part of the formal process.

Tax filing process and enable automation: RD has codified the rules, so-
called tax dimensions which require maintenance and updating as the
rules change. The potential area for improvement is to clearly distinguish
the process and compliance which could be done by creating simpler
rules for SMEs and ensuring limited human intervention in the tax
computation and filing process (at least not for SMEs).

Social Security
Office

Government

What is the cope of SSO’s audit and how does it fit with
RD’s audit?

e The meeting was held to help WB understand the process that SSO follows
when it decides to verify employers’ compliance with their obligations to
contribute to the social security fund and the workers’ compensation fund.

e Some risk factors were discussed when the WB team met with the SSO in
July but case selection is based on a narrower set of indicators. Cases will be
selected if there are indicators of non-compliance (late filing, or late
payment), if there has been a complaint about the employer (paying below
the minimum wage, or employing under or overaged staff) and also if the
contribution to the compensation fund is less than was forecast for the
period.
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Stakeholders

Type of
Organization

Discussion Topics / Interviewed Questions

Summary of interviewees’ responses

Initially employers will be requested to provide documentation in the form
of their payroll records and declarations provided to the Revenue
Department (RD). The latter include forms PND1 and 1A (summary of
payment to employees), the financial statements and PND50. This enables
the SSO to verify that the payroll declarations made to them are consistent
with the figures provided to RD. SSO does not verify the figures by reference
to underlying records, such as bank statements. Most cases will be settled
following a review of the selected documents, but some may require a field
visit. A field visit will be undertaken in cases that result from complaints
about the employer.

SSO does not know how many of the cases it reviews are also subject to an
audit by RD covering the same period. Case level information is not shared
between the Departments. SSO officials believe it would be beneficial to
undertake joint audits of employers with RD. They also believe it would be
helpful to have access to RD’s risk rating of employers.

Double M ERP software

Technology development

Management

Co., Ltd.

PEAK Accounting
software

development

GreenPro KSP
Consulting Co.,
Ltd.

Accounting and
consulting firm

1. From your experience, what is your impression of
accounting and tax systems in Thailand?

2. From your experience, what is your impression of
the tax code, policy, filing and tax auditing process?

3. Are audits conducted in a timely and efficient
manner? Are auditors able to clearly explain the
reasons for an audit and the grounds on which they
are proposing any adjustments to the submitted tax
return?

4. Do auditors have a good understanding of business
and commercial practices? What audit techniques do
they use?

5. How much discretion do auditors have? Is this
exercised consistently and fairly?

6. What are the potential reforms to simplify or
remove the rules and improve the filing process?

The objectives are to obtain additional information and validate the
preliminary findings during the mission. The responses are consistent with
the previous mission in July. In summary:

1.

Computing Taxable Profits in Thailand, the interviewees agree that tax
rules should be simplified for SMEs. The requirement for the return to be
“signed off” by an external auditor imposes an additional barrier to the
automation of the tax return process.

Interviewees believe that the private sector and government to
collaborate to create a better compliance climate.

On audit practices and tax auditor’s capabilities, it is difficult to
generalize. Some RD auditors are professional in their approach,
undertaking a rigorous record examination and making a reasoned case
for any proposed adjustment. However, in a significant minority of the
cases, the RD officer has proposed an arbitrary adjustment, sometimes
hoping to secure an under-the-table payment.
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Workshop: presentation with key findings of agreed areas of improvement for the Tax Audit Process in
Thailand.

Tuesday, 7" March 2023. 15.30 — 16.30 hours.
Zoom meeting:
https://worldbankgroup.zoom.us/j/97790000462?pwd=SWsxQXJQb1dQekdyMGdWSIFpcnlPZz09
Meeting ID: 977 9000 0462 | Passcode: BLOMt8#ZKv

Simultaneous translation provided.

Background

Private stakeholders complain that the lack of transparency of the tax system makes it difficult for companies to
comply with their tax obligations, increases their exposure to lengthy audits, and fosters informality — especially
for small companies that cannot afford to hire lawyers or accountants to inform them on their tax liabilities. This
element of the project will establish the “as is” process for CIT and VAT refund audits. Changes that bring the
process into line with international good practice will then be proposed.

objectives

1. To present key findings of agreed areas of improvement for the Tax Audit Process in Thailand.
2. To obtain feedback and suggestions

Agenda
Time Activities By
15.30-15.35 Opening and welcoming remarks (OPDC)
Jaime Frias (World Bank)
15.35-15.40 Roundtable self-introduction All
15.40-16.10 Presentation: key findings of agreed areas of Jonathan Pemberton
improvement for the Tax Audit Process in World Bank
Thailand.
16.10-16.25 Q&A All
16.25-16.30 Summary and Closing Jaime Frias
World Bank
‘17111’1
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https://worldbankgroup.zoom.us/j/97790000462?pwd=SWsxQXJQb1dQekdyMGdWSlFpcnlPZz09
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MmuANSUTEYY
1 fanssu oy
15.30 - 15.35 . WUansuszyuuaznaniauiu Jaime Frias
suwAstan
15.35 - 15.40 u. wugtin NNAY
15.40 - 16.10 w. nsutaue: TeAunulun1susuyusinszuiunis | Jonathan Pemberton
avdeunBlulszmelng swAstan
16.10 - 16.25 . ey uay WasudeRnuiu AU
16.25 - 16.30 . asunauazUnnisusyyu Jaime Frias
swAstan

PARTICIPANT LIST

Full name

Office of the Public Sector Development
Commission (OPDC)

Revenue Department (RD)

Ms. Areepan Charoensuk, Deputy Secretary-General
Mr. Natta Bhachaiyud, Director

Ms. Nicha Sathornkich, Director

Wanisara Sukhawat, Public Sector Development Expert
Mr. Kunan Bangphoomi, Public Sector Development
Officer

6. Ms. Poruedee Khlungkorn, Public Sector Development
Officer

vk wNeE

Tax policy and planning division

1. Mr. Krit Akarapongplsai, Tax economist, senior
professional level acting in expert level

2. Mr. Thakorn Supreeyaporn, Tax economist, senior
professional level

3. Mr. Nathawat Atukyothin, Tax economist, senior
professional level

Tax audit standards division

4. Ms. Warawan Kitwicha, Director
5. Mr. Sirichai Thongdee, Tax Audit Officer, Senior
professional level
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Agency Full name

Inspector-General office

6. Ms. Janyaporn Sitthiworachart, tax audit officer, senior
professional level

Area Revenue Office

7. Mrs.Padtamawadee Akrapongpisai, Tax audit officer,
Senior professional level

8. Ms. Tularat Techoho, Tax audit officer

9. Ms. Jitthima Phongsai, Tax audit officer

10. Ms. Pattamaporn Pontecha, tax audit officer

11. Mr. Chatavate Srinieng, tax audit officer

Tax supervision and audit standards division

12. Ms. Duanpen Supawattanakul Tax Audit Officer Senior
Professional Level
13. Mr. Radit Thongbiyai, Tax audit officer

World Bank Group (WBG) 1. Jaime Frias, Senior Economist
2. Jonathan Leigh Pemberton, Senior Tax Consultant
3. Kwanpadh Suddhi-Dhamakit, Country Officer
4. Sakulrat Bovornsantisuth, Analyst
5. Anchidtha Roonguthai, Private Sector Development
Consultant
6. Thanapat Ruengsri, Economist
7. Parichart Atcharerk, Program Assistant

8. Piathida Poonprasit, Program Assistant

SYNTHESIS

During the opening and welcoming remarks, OPDC explained the rationale of the project which is to
improve the enabling business environment in three areas: (i) Trade Facilitation (ii) Efficient Tax
administration and (iii) Public Procurement Efficiency. The improvements proposed will aim to
simplify the overall business environment for the private sector in Thailand. Under the efficient tax
administration component, the analyses identify ways in which the RD can improve:

o The training of tax auditors;

o The tax filing process and enable tax automation in Thailand; and

o The tax audit process
The chair encouraged and welcomed feedback from RD
The presentation today aims at presenting the finding and recommendations to strengthen the tax
audit process in Thailand. The WB team also thanked the RD for continuing support in making the study
successful.
The WB team explained the methodology of the study which relied on interviews with senior managers
and frontline staff in the RD, complemented by meetings with taxpayers and their advisers. Given the
limitation on accessing key information due to confidentiality concerns, details mapping of the audit
process was not possible. Nonetheless, the evidence provided to the WB team produced a consistent
picture of the audit process and how it is managed. The WB team also looked at the role of the SSO,
which undertakes audits of payroll compliance. While it is not the main focus of this study, there is
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clearly scope for greater coordination with the RD, which would reduce the compliance burden on
employers and save resources.

e Based on the OECD’s modern Compliance Risk Management (CRM) framework which is the standard
model for international good practices, the WB team found that:

o

RD undertakes risk assessment for case selection twice, centrally and at the local level. There
is clear scope for duplication of effort, but data needed to assess the effectiveness of the
process is not collected or analyzed systematically.

Modern CRM is data-driven and uses the data about the results of compliance interventions
to ensure case selection is continuously improved and responsive to changes in taxpayer
behaviour.

In the RD, the risk management process lacks meaningful feedback mechanisms

Risk rules are numerous (100) but static

Data about results captured systematically is insufficient to ensure effective feedback to the
risk rating process (although case summaries appear to include detailed information about
reasons for adjustments to tax and amounts collected).

There is no compliance risk register, even in the LTO, so the RD lacks an overview of the
typology of risk, how risk is distributed (by taxpayer type, sector etc.) and of the tax at risk in
relation to different risks.

Outside the LTO, there is no differentiation of approach according to the risk profile of the
taxpayer. Cases follow a standard pattern of escalation from an advisory approach, to a full
audit where more serious irregularities have been established.

e Based on the interviews with taxpayers and their advisors, the WB team found that:

@)

Feedback from businesses and advisers suggests audit quality is variable and not likely to
positively impact the future compliance of taxpayers.

Some advisers’ perception is that the focus on revenue affects the approach of auditors, who
appear determined to find some reason for making an adjustment.

Quality control is primarily a matter for line management.

The Inspectors General do provide an independent (of line management) view of the quality
of audit work, but the scope of this review is very limited in both content and the number of
cases reviewed (just three in the example we saw). This is insufficient to provide meaningful
feedback to operational managers and sufficient assurance to senior management.

e Based on the findings, the WB team recommended the following to strengthen the audit process in
Thailand:

o

@)
@)

The RD should apply the principles of modern Compliance Risk Management (CRM) to its
management of tax compliance risks. Specifically, this will involve a more systematic approach
to the initial risk assessment and the capture of data about the compliance results achieved.
This is fundamental to the continuous improvement of risk analysis and case selection that is
built into modern CRM.

The RD should develop a compliance risk register, as this plays a central role in the CRM
process. The LTO offers an opportunity to pilot the use of a compliance risk register.

The LTO population will also be the first taxpayer segment to be affected by the
recommendations to improve the uptake of e-invoicing in Thailand. The RD can use this as an
opportunity to understand how e-invoicing will impact its approach to risk identification and
verification activity.

The RD should adopt a risk-differentiated approach to case management. Cases that are high
risk should be subject to an audit from the outset, without the need to undertake lesser
preliminary steps such as an advisory visit.

The RD needs to upgrade its quality control of auditors’ work.

The RD should better coordinate its work on the employer’s payroll with that of the SSO.

e Discussion

o

OPDC posed 2 questions: (1) Given that the RD has risk screening tools (e.g. 52 factors based
on the previous study), how can these tools be furthered to incorporate modern CRM?
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Thailand would like to have recommendations (with an implementation timeline) on how to
improve the audit process (2) what are the technological auditing tools in other countries
=  WABG replied that the RD has some components of modern CRM (100 risk rules) but
the feedback loop is missing. However, the WB team did not have access to the
information on the risk rules, the risk register, or audit case files. The WB team noted
that the study focuses on the auditing process and the technological tools are not the
focus of this study.
= Interms of sequencing the reform, the LTO will be the place to start (e.g. piloting risk
register) before scaling up to medium size and small businesses.

o The RD informed that the RD is in the process of upgrading the system to collect result
information, so ensuring there is a feedback loop. The RD clarified that the RD consider the
case based on risk level (low, medium, and high). The case with high risk will trigger a full audit.

o The RD requested that the WBG shares risk indicators/risk criteria/risk scoring in other
countries.

= The WBteam replied that countries use a mix of factors the RD has already employed.
The key thing missing is the feedback loop so that the risk indicators are continuously
updated corresponding to economic conditions and the business environment.
feedback would also help RD to have a fuller understanding of the risk factors
identified at the local level and how well these complement those used centrally. RD
also need to develop a compliance risk register and can pilot it at the LTO.

o OPDC asked about what information RD should disclose to the general public when auditing
(e.g. risk rules) and criteria for tax returns.

= The WB team replied that RD should not publish the risk rules. RD can tell the general
public about the mechanism that drives risk screening criteria, and that the process
is data-driven. Publishing the specific criteria used for case selection may encourage
some taxpayers to “game the system”. For example, Australia did publish information
about the business ratios (gross profit rate etc.) that it used to assess risk in different
sectors of the SME population. Some more profitable businesses began to report
results that were closer to the “norm”, to pay less tax. The practice was discontinued
as a result.

o OPDC asked that other than El which can be used as a tax control tool, are there any other
tools?

= The WBteam replied that a well-developed El is a powerful tool for VAT control based
on international experience. Some countries have started to use computer-assisted
audit tools to verify large-scale electronic records of firms.

o The RD asked about international experience in audit replying fully on digital technology.

=  The WB team replied that countries are using technology to automate some aspects
of verification. This can help test the basic reliability of records but more complex
issues still require analysis by tax auditors, for example, transfer pricing risks.

o OPDC asked about cross-border financing transactions between related parties

= The WB team replied that internal finance is often used for tax planning purposes
by MNEs. However, this is a tax policy issue primarily and Action 4 of the original
BEPS program suggests how countries can limit their exposure by capping the
amount of interest that is deductible for tax purposes.

o The RD asked whether tax dimensions and tax auditor training will be covered in the report.

= The WB replied that these topics are covered in the previous deliverable.
Next steps: the WB team reiterated the limitation on accessing several key information. The
implementation timeline will be provided as appropriate.
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RD undertakes risk assessment for case selection twice, centrally and at the local level. There is clear scope for

duplication of effort, but data needed to assess the effectiveness of the process is not collected or analyzed

systematically.

Modern CRM is data driven and uses the data about the results of compliance interventions to ensure case

selection is continuously improved and responsive to changes in taxpayer behavior.

In the RD, the risk management process lacks meaningful feedback mechanisms:

. Risk rules are numerous (100) but static

. Data about results captured systematically is insufficient to ensure effective feedback to risk rating process
(although case summaries appear to include detailed information about reasons for adjustments to tax and
amounts collected).

There is no compliance risk register, even in the LTO, so the RD lacks an overview of the typology of risk, how risk

is distributed (by taxpayer type, sector etc.) and of the tax at risk in relation to different risks.

Outside the LTO, there is no differentiation of approach according to the risk profile of the taxpayer. Cases follow

a standard pattern of escalation from an advisory approach, to full audit where more serious irregularities have

been established.
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1. Feedback from business and advisers suggests audit quality is variable and not likely to positively impact future
compliance of taxpayers.

2. Some advisers’ perception is that the focus on revenue affects the approach of auditors, who appear determined
to find some reason for making an adjustment.

3. Quality control is primarily a matter for line management.

4. The Inspectors General do provide an independent (of line management) view of the quality of audit work, but
the scope of this review is very limited in both content and number of cases reviewed (just three in the example
we saw). This is insufficient to provide meaningful feedback to operational managers and sufficient assurance to
senior management.

Recommendations

(%]

. The RD should apply the principles of modern Compliance Risk Management (CRM) to its management of tax

compliance risks. Specifically, this will involve a more systematic approach to the initial risk assessment (which
should include some numeric information about the case and the risk score) and the capture of data about the
compliance results achieved. This is fundamental to the continuous improvement of risk analysis and case
selection that is built into modern CRM.

. The RD should develop a compliance risk register, as this plays a central role in the CRM process. The LTO offers

an opportunity to pilot the use of a compliance risk register.

. The LTO population will also be the first taxpayer segment to be affected by the recommendations to improve the

uptake of e-invoicing in Thailand. The RD can use this as an opportunity to understand how e-invoicing will impact
its approach to risk identification and verification activity.

. The RD should adopt a risk -differentiated approach to case management. Cases that are high risk should be

subject to an audit from the outset, without the need to undertake lesser preliminary steps such as an advisory
visit.

. The RD needs to upgrade its quality control of auditors’ work.
. The RD should better coordinate its work with that of the SSO.
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ANNEX 3: TAX AUDITOR TRAINING IN THE REVENUE DEPARTMENT

The Revenue Department formulates the personnel development policy for its personnel to become
professional in tax administration under good governance with good quality of life principles. The main goal is
to develop proficient personnel to advance their career paths. Therefore, the working group has adopted this
concept to develop the tax auditing courses corresponding to the main goal; hence two main courses are
provided.

The Core Courses are provided to develop the government officials in terms of knowledge, proficiency, and
competency-based on the Core Competencies, which are the fundamental skill and knowledge required for the
government officials at the practitioner level to perform and achieve key missions and for professional level, to
train other officials. In addition, the senior professional level can also recommend, supervise, and regulate the
subordinates to perform the work correctly.

Functional Courses are provided to improve the skills and knowledge required for government officials to

perform different duties and responsibilities following the particular nature of each person's work. Thus, the

knowledge and competency can be applied in operation. The development of the framework is as follows.
Development Plan

Core Courses

Practitioner level

(Duration of the post, 6 years for Bachelor's degree graduation, 4 years for Master's degree graduation, 2 years
for Doctoral degree graduation, to be evaluated and promoted to the professional level)

Year Course No. Course's name Duration
2 AD 040101 Revenue Code for the tax auditor 30 hours
AD 040102 Regulations used in the operation 18 hours
3 AD 040103 Analysis of the financial statements for the tax audit 6 hours
AD 040104 Techniques of efficient investigation and writing the audit report 6 hours
AD 040105 Other laws related to the audit 18 hours
4 AD 040106 Differences between accounting and tax standards 24 hours
AD 040107 Calculation, exemption or reduction of VAT fines 6 hours

(18 working days for the average of 5 — 8 working days per year) The total duration is 108 hours.

*Remark: Within the first 6 months, newly recruited government officials of the operational level and
practitioner level have to be trained in the course for approximately 10 working days; the subjects are not
defined in the Core Courses in the first year.

Professional level

(Duration of the post, 4 years to be examined for the senior professional level)

Year Course No. Course's name Duration

1 AD 050101 Workshop on the regulations used in the tax audit according to 30 hours
the Revenue Code (summons)

2 AD 050102 Workshop on the discrepancy of tax and accounting standards 18 hours

AD 050103 Workshop on other rules related to the tax audit and the 6 hours

operation
3 AD 050104 Double Taxation Agreement 12 hours
AD 050105 Transfer pricing 18 hours
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4 AD 050106 Workshop on the export of goods and services and the sales of 6 hours
products outside the Kingdom
AD 050107 Investment Promotion Act 6 hours
AD 050108 The dissolution of business, partial business transfer, merger, or 6 hours
transfer of the company or corporate partnership

(17 working days for the average of 3 — 5 working days per year)

The total duration is 102 hours.

Senior professional level

(Duration of the post, 3 years to be examined for the expert level)

Year Course No. Course's name Duration

1 AD 060101 Workshop on the tax audit 12 hours

2 AD 060102 Workshop on the verification of investigation reports and 12 hours
situation responses.

(4 working days for the average of 2 - 3 working days per year)

The total duration is 24 hours.

Functional Courses

The function of summons audit

Course No. Courses

Duration

Target groups
(Tax auditor/regulated by)

AD 140201 | Techniques in searching or confiscating the | 12 hours
accounting evidence according to Section 3
Quinque of the Revenue Code

- Central Audit Operation
Division

- Large Business Tax
Administration Division

- Regional Revenue Office,
planning and evaluation
e Planning and Evaluation

of Tax Audit
- Area Revenue Offices

Practitioner level and
professional level

The function of Operational Audit

Course No. Courses

Duration

Target groups
(Tax auditor/regulated by)

AD 140301 | Audit the non-eligible tax invoice issuers | 12 hours
and the non-lawful tax invoice users

- Central Audit Operation
Division

- Large Business Tax
Administration Division

- Regional Revenue Office, legal
affairs section

- Area Revenue Office

Practitioner level and
professional level
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The function of the Tax Audit Standard

Course No.

Courses Duration Target groups
(Tax auditor/regulated by)
AD 140401 | Audit the operation of the tax auditor and | 18 hours |- Tax Auditing Standard Division
certifier
Practitioner level and professional
level
Optional Courses
Course No. Courses Duration Target groups
(Tax auditor/regulated by)
AD 059901 | Adoption of technology in supervising and | 12 hours Select to study as necessary
auditing entrepreneurs (EDP AUDIT)
AD 059999 | Complex business audit 6 hours Select the business type following

the appropriateness of the agency
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ANNEX 4: EXAMPLES OF RECENT PERSONNEL DEVELOPMENT PLANS

Personnel Development Plan of Revenue Department for the fiscal year of 2018
Mission of Supervision and Tax Audit, Human Resource Development Section 1, Human Resource Management Division

Operations in

No. Project/ Course Consistent Objectives of the Method Venue Brief content Target group Budget I Reasons of
with the project (1)-(5) | (1)-(3) Agency Position/ Total Total Days/ 2 | 3 necessity
plan Level Participants | classes | classes
(1)-(6)

1 Empowerment of (2) 1. To provide (1) (3) 1. Overview and Tax All levels 90 1 3 900,000 To provide
operation based on knowledge and policy in preparing Supervision knowledge and
the working plan, understanding to the working plan, and Audit understanding
recommendation, the trainees on the recommendation, Standards to create
and tax audit for working plan, and tax audit for Division acceptance in
the fiscal year of recommendation, the fiscal year of Regional the operational
2018 and tax audit for 2018. plan and build

the fiscal year of Revenue participation
2018. 2. Framework for Office 1-12 between the
the direction in policy maker
2. To encourage the preparing the and the
trainees to apply working plan, practitioner. The
the obtained recommendation, communication
knowledge in and tax audit for is required for
planning more the fiscal year of creating the
efficient tax 2018. acknowledgeme
administration nt of the
working plan,
recommendatio
n, and tax audit
for the fiscal
year of 2018.

2 Impacts of the (1) To provide (1) (1) 1. Electronic Tax All levels 130 1 2 50,000 v | v To increase the
modern era of knowledge and payment systems Supervision efficiency of
Digital Economy understanding to such as e-Wallet, and Audit operation by
and payment the officials on the Bitcoin Standards educating the
system on the changing economic Division and officials to be
taxation system and 2. Law of the Bank relevant prepared for the

payment system to of Thailand agencies changes and to
apply the obtained get acquainted
knowledge in 3. Electronic with the modern
operating Transactions Act
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Operations in

) ) L. ) Target group Quarter
No. Project/ Course Consistent Objectives of the Method Venue Brief content Budget Reasons of
with the project (1)-(5) | (1)-(3) Agency Position/ Total Total Days/ 2 | 3 necessity
plan Level Participants classes classes
(1) -(6)
concerning the tax era of business
administration 4. Structure of new- operation
pattern business
and taxation
3 Knowledge sharing (2) 1. To educate the (2) (1) 1. Regulations, Tax All levels 60 3 1 36,000 v | Vv To continually
of the Community officials codes of practice, Supervision develop the
of Practitioners laws, and working and Audit competency and
(CoPs) of Tax 2. To create system of the Standards increase the
Supervision and opportunities in Revenue Division efficiency in the
Audit Standards knowledge sharing Department operation of the
Division altogether officials to apply
2. Knowledge or the obtained
3. To raise the experience in knowledge in
awareness of working with the self-
participation people or agencies development to
outside the become
4. To encourage the Revenue professional
knowledge-sharing Department
culture
3. Knowledge of the
operation to be
correspondent with
the policy of the
Revenue
Department
4. Significant
differences
between
accounting
principles and tax
law
4 Techniques in (2) To allow the (5) (2) The theoretical part Regional Professional 30 1 5 1,000,000 v | v To serve the
Electronic Data officials in the and practical parts Revenue level or Road Map of
Processing Audit Recommendation are as follows: Office 11-12 higher EDP Audit of the
(EDP Audit) and Tax Audit and relevant entrepreneurs
Section to learn the agencies following the
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Operations in

) ) L. ) Target group Quarter
No. Project/ Course Consistent Objectives of the Method Venue Brief content Budget Reasons of
with the project (1)-(5) | (1)-(3) Agency Position/ Total Total Days/ 2 | 3 necessity
plan Level Participants classes classes
(1) -(6)
ideas and methods 1. Forensic manual of EDP
of EDP Audit as well Accounting for Audit
as enhance their Digital Environment determined by
skills in using the Revenue
software to detect 2. EDP Audit Department for
the malfunction of 3 years (2016-
the Electronic Data 3. Creation of 2018) under the
Processing database with the supervision of
Microsoft Access S Regional
SQL Program Revenue Office
11-12 (KorKhor
4. Techniques in 0723/MorKor/5
searching and 54 dated 17t
retrieving the data March 2015). In
with the Microsoft case of an
Excel Program insufficient
number of
5. EDP Audit trainees, more
processes in the trainees from
practical part Area Revenue
- Circle of revenues Office of
Bangkok 1-30 or
6. EDP Audit Large Business
processes in the Tax
theoretical part Administration
- Circle of expenses Division
5 Preparation of the (2) To facilitate the (1) (1) The lecture and the Regional Professional 30 1 1 24,000 v | v To enable the
officials in the framework and discussion are as Revenue level or officials in the
Recommendation tools in the EDP follows: Office 11-12 higher Recommendatio
and Tax Audit Audit for the and /or n and Tax Audit
Section for the officials in the 1. Overview and relevant Section to
Electronic Data Recommendation significance of EDP agencies understand the
Processing Audit and Tax Audit Audit operational
(EDP Audit) for the Section to be able processes,
fiscal year of 2018 to apply the 2. Structure of EDP including the
obtained Audit manual and problems and
knowledge in the obstacles in EDP
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Operations in
) ) L. ) Target group Quarter
Project/ Course Consistent Objectives of the Method Venue Brief content Budget Reasons of
with the project (1)-(5) (1)-(3) Agency Position/ Total Total Days/ 1 2 3 4 necessity
plan Level Participants classes classes
(1) -(6)
tax audit with EDP Audit Audit for the
efficiency and the processes officials who
same direction have passed the
3. Questioning on training on the
EDP Audit techniques in
Electronic Data
4. Assessment of Processing Audit
the reliability of the (EDP Audit)
EDP Audit
5. Experiences and
techniques used in
the EDP Audit
Capacity (3) 1. To enable the (1) (3) The lecture and the Tax All levels 70 1 3 455,000 v | v As the current
development of trainees to discussion are as Supervision changes are
the officials of the understand their follows: and Audit both in
Tax Supervision own rules, duties, Standards technology and
and Audit and responsibilities 1. Framework of Division business
Standards Division direction and operation
to serve the 2.To allow the significant policies patterns, the
changes towards trainees to have of the Revenue officials of the
the 4.0 era chances to Department Tax Supervision
brainstorm and and Audit
exchange the 2. Electronic Standards
experiences in transactions Division should
working altogether acknowledge
3. Electronic such changes to
3. To allow the payment method apply the
trainees to improve obtained
and change the 4. Preparation for knowledge in
operation to serve serving the changes formulating the
the changes of the of the digital world policy for the
digital world towards the 4.0 era operation to
keep pace with
the changes
Innovation of (2) To develop the (1) (1) Knowledge of the Large All levels 300 1 2 100,000 v As the Large
Financial knowledge and business with the Business Tax Business Tax
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Operations in
) ) L. ) Target group Quarter
Project/ Course Consistent Objectives of the Method Venue Brief content Budget Reasons of
with the project (1)-(5) (1)-(3) Agency Position/ Total Total Days/ 1 2 3 4 necessity
plan Level Participants classes classes
(1) -(6)
Technology understanding of application of Administratio Administration
(FinTech) the personnel on modern technology n Division, Division is aware
the changes in with various forms Tax of the
technology of financial Supervision significance of
affecting various transaction services and Audit such
forms of financial Standards technological
transaction services Division, changes possibly
Legal Affairs affecting the
Division, taxation of the
relevant Revenue
agencies Department, it is
deemed
appropriate to
increase the
knowledge and
understanding
of the personnel
of the Large
Business Tax
Administration
Division to be
prepared for the
incurring
changes
Transfer Pricing PE (2) To enable the (1) (1) 1. Knowledge in Large All levels 300 1 3 149,000 v | v | v | ¥ | Transfer Pricing
and the Digital officials to know Transfer Pricing, Business Tax is included in the
Economy, Transfer about Transfer such as the Administratio plan for
Pricing Dispute Pricing permanent n Division increasing the
Resolution and establishment and efficiency in
Avoidance, digital economy, taxation of the
Transfer Pricing dispute resolution Large Business
Aspects of and avoidance of Tax
Intangibles and intangible assets Administration
Cost Sharing and cost-sharing Division to serve
the Transfer
2. Practice from the Pricing law.
case study
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Operations in

) ) L. ) Target group Quarter
No. Project/ Course Consistent Objectives of the Method Venue Brief content Budget Reasons of
with the project (1)-(5) | (1)-(3) Agency Position/ Total Total Days/ 2 | 3 necessity
plan Level Participants classes classes
(1) -(6)

9 Knowledge sharing (2) 1. To promote the (2) (1) 1. Determining the Large All levels 550 10 1/2 53,000 v | v To promote the
of the Community arrangement of issues or topics of Business Tax arrangement of
of Practitioners knowledge sharing knowledge in which | Administratio knowledge
(CoPs) of the Large forum in the the personnel in the n Division sharing forum in
Business Tax organization agencies have a the organization.
Administration joint interest in
Division 2. To generate the sharing.

sharing of
knowledge, 2. Summarizing the
competence, and codes of practice,
opinions altogether methods, and
operation in which
3. The trainees can the practitioner has
apply the obtained applied the
knowledge in knowledge
furthering the obtained in
operation to be operation, such as
more efficient and the guidelines of
not allow the same problem solution,
errors to occur. to share and
develop and create
the database,
knowledge, or
codes of practice
altogether.

10 Establishment of (2) 1. To revise the (1) (3) 1. Revise the Large All levels 200 2 3 1,200,000 1. Revision of
paradigm in preparation of the preparation of the Business Tax the operational
operating Large operational plan of operational plan Administratio plan for the
Business Tax the Large Business and analyze the n Division fiscal year of
Administration Tax Administration success of the 2018 to analyze
Division in the Division in the fiscal activities/projects the success,
Thailand 4.0 era year of 2018 operated in the problems, and

fiscal year of 2018 obstacles of the
2. To analyze the activities/project
success of the 2. Divide the s operated in the
activities/projects members into fiscal year of

groups for 2018 and to
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Operations in

. . . . Target group Quarter
No. Project/ Course Consistent Objectives of the Method Venue Brief content Budget Reasons of
with the project (1)-(5) | (1)-(3) Agency Position/ Total Total Days/ 2 |3 necessity
plan Level Participants | classes | classes
(1) -(6)
operated in the brainstorming and bring such

fiscal year of 2018

3. To brainstorm
and  bring  the
opinions and
recommendations
to prepare the
operational plan for
the fiscal year of
2019

4. To encourage the
participation of
personnel in
knowledge sharing
of operation and
the determination
of operational plan
for the fiscal year
of 2019

5. To improve and
change the
operation to serve
the changes of the
digital world

joining in sharing
their opinions and
recommendations
in the operation

3. Apply the results
from brainstorming
to determine the
framework of
direction for the
preparation of the
operational plan

4. Preparation to
serve the changes
in the digital world
that affect the
operation

analysis results
to determine the
operational
approaches of
various sections
by preparing the
operational plan
for the fiscal
year of 2019 to
prepare the plan
for the
achievement as
prescribed by
the Revenue
Department

2.The
government
officials at the
Senior
Professional
Level or higher
of every section
are the
personnel who
regulate the
operation and
know the
problems
occurring.
Therefore,
brainstorming
and sharing of
opinions and
recommendatio
ns altogether
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Operations in

) ) L. ) Target group Quarter
No. Project/ Course Consistent Objectives of the Method Venue Brief content Budget Reasons of
with the project (1)-(5) | (1)-(3) Agency Position/ Total Total Days/ 2 | 3 necessity
plan Level Participants classes classes
(1) -(6)
will help create a
more efficient
operational plan
to serve the
changes of the
digital world.
11 Forensic (1) 1. To know the (1) (4) (1) 1. Forensic Central Audit All levels 210 2 3 100,000 v To enhance the
accounting for the concept of forensic accounting for the Operations trainees to apply
digital world accounting and the digital world Division, Tax the obtained
differences Supervision knowledge in
between audit and 2. Techniques and and Audit performing
the forensic methods of forensic Standards relevant
accounting accounting Division, operations
Large correctly and
2. To study the Business Tax efficiently
process of forensic Administratio (Telepresence to
accounting and the n Division, nationwide
fraud audit Tax Auditing agencies)
Standards
3. To study the Division,
methods of Electronic
financial fraud Processing
using the Administratio
accounting method n Division,
Public Sector
Development
Group,
relevant
agencies
12 Integration to drive (2) 1. To revise the (1) (3) 1. Revise the Central Audit All levels 195 2 3 1,200,000 1. Revision of
the operation of operational plan for preparation of the Operations the operational
the Central Audit the fiscal year of operational plan Division plan for the
Operations Division 2018 and analyze the fiscal year of
in the digital success of the 2018 to analyze
economy era 2. To analyze the activities/projects the success,
success of the operated in the problems, and
activities/projects fiscal year of 2018 obstacles of the
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Operations in

) ) L. ) Target group Quarter
No. Project/ Course Consistent Objectives of the Method Venue Brief content Budget Reasons of
with the project (1)-(5) | (1)-(3) Agency Position/ Total Total Days/ 2 | 3 necessity
plan Level Participants classes classes
(1) -(6)
operated in the activities or
fiscal year of 2018 2. Divide the projects
members into operated in the
3. To brainstorm groups for fiscal year of
and bring the brainstorming and 2018 to
opinions and joining in sharing determine the
recommendations their opinions and operational plan
to prepare the recommendations for the fiscal
operational plan for in the operation year of 2019
the fiscal year of
2019 3. Apply the results 2.To allow
from brainstorming relevant officials
4. To encourage the to determine the to know the
participation of framework of problems and
personnel in direction for the obstacles in the
knowledge sharing preparation of an operation so
of operation and operational plan for that they can
the determination the fiscal year of brainstorm and
of operational plan 2019 exchange
for the fiscal year opinions and
of 2019 4. Creation of a recommendatio
body of knowledge ns altogether,
5. To create the in operation in which will help
body of knowledge correspondence create a more
in operation in with the changes in efficient
correspondence the transformation operational plan
with the changes in to the Thailand 4.0 in Thailand 4.0
the transformation era era
to the Thailand 4.0
era 3.Tocreatea
team working
13 Required audit (2) To enhance the (1) (1) Audit standards: Tax Auditing Practitioner 30 1 2 32,000 v | v To develop
standards officials to be 1. Risks in the audit Standards level or knowledge for
proficiency in the and internal control Division and higher the officials
operation relevant
2. Audit planning agencies
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Operations in

) ) L. ) Target group Quarter
No. Project/ Course Consistent Objectives of the Method Venue Brief content Budget Reasons of
with the project (1)-(5) | (1)-(3) Agency Position/ Total Total Days/ 2 | 3 necessity
plan Level Participants classes classes
(1) -(6)
3. Papers of the
auditors
4. Sample selection
in the audit
14 Direction and (5) To educate and (1) (3) 1. Policy of the Tax Auditing All levels 45 1 3 310,000 v To create the
policy of the create the correct Revenue Standards correct and
Revenue and same Department on the Division, same
Department with understanding recommendations relevant understanding
the operation of between the and tax audits in internal and between the
the accounting officials and which the external officials and
professions and relevant persons to accounting agencies relevant persons
the tax auditors the organization to professionals and to the
use in operation the tax auditors organization to
and find the should cooperate use in operation
solutions to and promote and find the
problems solutions to
2. Risks in the problems
operation which the
accounting
professionals and
the tax auditors
should be aware of
15 Development of (2) 1. To develop the (1) (2) 1. Economic Small and Practitioner 100 2 3 900,000 v 1. Enhance the
the body of business body of circumstances Medium level, efficiency of the
knowledge in knowledge in the worldwide and Business Tax Professional officials in
business together digital economy era nationwide Division, Tax level, and conveying the
with the taxes to to the personnel to Auditing Senior tax and non-tax
promote Thai SMEs be prepared to be 2. Environment and Standards professional business
in the digital the Business Business Division, RD level knowledge to
economy era counsellors of the Ecosystems in the Intelligence SMEs
SMEs operators digital economy era Center,
nationwide central 2. Provide the
3. Access to the tax agencies, lecturers with
2. Build the benefits for SMEs Regional promoting and
network of and other benefits Revenue supporting SMEs
cooperation, create from the operation Office, and
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Operations in

) ) L. ) Target group Quarter
No. Project/ Course Consistent Objectives of the Method Venue Brief content Budget Reasons of
with the project (1)-(5) | (1)-(3) Agency Position/ Total Total Days/ 2 | 3 necessity
plan Level Participants classes classes
(1) -(6)

a good attitude to of both public and relevant in each agency

be the mechanism private agencies agencies nationwide

supporting and from the start of

promoting the business to the 3. Create a good

SMEs operators access to capital attitude and

nationwide to have sources and the voluntariness in

voluntariness in the strengthening in performing the

tax payment business operation tax duties of the

entrepreneurs
4. Creation of nationwide
personality by correctly
professional
lecturers
16 Use of Corpus (2) To allow the RD (1) (1) Information and Relevant All levels 300 1 1/2 v | v 1. Enhance the
officials to learn the methods in using agencies efficiency of the

Corpus work

the Corpus

officials in
conveying the
tax and non-tax
business
knowledge to
SMEs

2. Provide the
lecturers with
promoting and
supporting SMEs
in each agency
nationwide

3. Create a good
attitude and
voluntariness in
performing the
tax duties of the
entrepreneurs
nationwide
correctly
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Operations in
Target grou Quarter
Project/ Course Consistent Objectives of the Method Venue Brief content R Budget Reasons of
with the project (1)-(5) (1)-(3) Agency Position/ Total Total Days/ 1 2 3 4 necessity
plan Level Participants classes classes
(1) -(6)
Total 2,339 31 6,509,000
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Personnel Development Plan of Revenue Department for the fiscal year of 2020
Recommendations and Tax Audit, Human Resource Management Division

Target group

Operations in

Quarter
No. | Project/Cours | Consistent Objectives of the Method Venue Brief content Budget Reasons of
e with the project (21)-(5) | (1)-(3) Agency Position/ Total Total Days/ 12|34 necessity
plan Level Participants | classes | classes
(1)-(6)

1 Adjustment of 5,6 1. To adjust the ideas 1 3 1. Lecture Central All levels 100 1 4 899,450 NA V4 To maximize the
paradigm for the officials to know 1.1 Importance of Audit efficiency in the
towards and understand the working in a team Operations operation and
success roles, duties, and 1.2 Working in a Division to apply the

responsibilities of the team and creative operation to
Revenue Department's conflict management achieve the

operation in the digital
era

2. To brainstorm and
share the experiences

3. To cultivate good
governance and good
culture in operation to
the officials in the
organization

1.3 Standards and
development of
morality, ethics, and
honesty

1.4 Raising
awareness of the
responsibilities for
public operation

1.5 Establishment of
moral organization

2. Grouping for
practising

3. Study visit

objectives of
the Revenue
Department
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Operations in

Target group Quarter
No. | Project/Cours | Consistent Objectives of the Method Venue Brief content Budget Reasons of
e with the project (21)-(5) | (1)-(3) Agency Position/ Total Total Days/ 12|34 necessity
plan Level Participants classes | classes
(1)-(6)

2 Coordination 1,2,3 1. To create the correct 1 3 1. Progress and Central All levels 150 1 3 758,800 v | v | V| Itisnecessary
and and same knowledge electronic offences Audit to build a
cooperation and understanding Operations network
with relevant between the officials 2. Analysis of the Division between
agencies in and the operational electronic information and relevant
the litigation network and evidence relevant agencies and
regarding the agencies external
offences of 2. To share knowledge 3. Investigation of agencies to

using
technology as
the tool

and experiences in
offending to apply the
facts in developing the
audit to become
efficient

3. To allow the officials
and the operational
network to have the
direction of working in
the correspondent
approaches

4. To enhance the
cooperation among
relevant agencies in
offending and extending
the results of the
offence

current technological
evidence

4. Public charity
activities

promote the
exchange of the
news,
information,
skills, and
experiences
related to the
information in
the internet
system,
information via
telephone, and
accounting
information of
the banks for
quick operation
and the
promotion of
the Revenue
Department's
strategies
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Operations in

Target group Quarter
No. | Project/Cours | Consistent Objectives of the Method Venue Brief content Budget Reasons of
e with the project (21)-(5) | (1)-(3) Agency Position/ Total Total Days/ 12|34 necessity
plan Level Participants classes | classes
(1)-(6)

3 Searching for 3 1. To enhance the 1 1 1. Basic knowledge in Central Practitio 30 1 10 160,650 v | v | v | Toenhance the
the news at a trainees to have the searching for the news Audit ner level trainees'
practical level knowledge, special Operations and knowledge,

proficiency, and skills in 2. Security in searching Division higher special
searching and for the news proficiency, and
investigating the news skills in

3. Reporting searching and
2.To enable the investigating
operation of the Central 4. Inspection of the the news so
Audit Operations previous matters and that the
Division to be more documentary/ officials'
efficient electronic data operations can

investigation be successful

and more

5. Observation efficient.

6. Location survey

7. Field trip practice

4 Design 1,3 1. To enhance the 1 3 Lecture and practice of Tax All levels 100 1 3 1,116,708 NA V4 The Revenue
Thinking for officials' understanding Design Thinking: Supervision Department can
the and realize the and Audit bring the results
development importance of Design 1. Criteria of risks Standards from Design
of innovation Thinking in developing according to the type Division, Thinking
in tax audit the operation of operation Tax Workshop to

Auditing adjust the
2. To develop 2. Classifying the sizes Standards working process
innovation in tax audit of Area Revenue Division, to increase the
Offices Central efficiency in the
Audit tax
Operations administration
Division,
Large
Business
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No.

Project/Cours
e

Consistent
with the
plan

(1)-(6)

Objectives of the
project

Method
(1)-(5)

Venue

(1)-(3)

Brief content

Target group

Agency

Position/
Level

Total
Participants

Total
classes

Days/
classes

Budget

Operations in
Quarter

Reasons of
necessity

Tax
Administrat
ion
Division,
Regional
Revenue
Offices,
Area
Revenue
Offices
under the
supervision
of Regional
Revenue
Offices 1-12

Different
MORKOR GEN
with the same
DNA

56

1. To build the
relationship, harmony,
cooperation, and
exchange of knowledge,
opinions, and
experiences

2.To develop the
attitude, values, and
behaviours focusing on
the operational
competency

3. To promote morality
and ethics of the
government officials as
well as raise the
awareness of

1. Lecture

1.1 Working in a
team

1.2 Working
altogether among
people from different
generations

2. Action learning

3. Establishment of the
moral organization to
create good people for
the good society

Tax
Supervision
and Audit
Standards
Division

All levels

70

556,950

To build the
good
relationship and
cultivate
awareness of
the roles and
duties of the
working team in
the agency
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Operations in

Target group Quarter
No. | Project/Cours | Consistent Objectives of the Method Venue Brief content Budget Reasons of
e with the project (21)-(5) | (1)-(3) Agency Position/ Total Total Days/ 12|34 necessity
plan Level Participants classes | classes
(1)-(6)
responsibilities in
working
6 To develop 2,3 1. To provide officials 1 1 1. Tax law Tax All levels 200 1 5 250,850 v | v | Developing the
the with the knowledge, promulgated from Supervision competency
knowledge understanding, and 2019 onwards and Audit and increasing
and skills of skills appropriate for the Standards the efficiency in
practices in rapidly changing 2. Regulations and Division, the operation to
the tax audit circumstances practical approaches Central apply in practice
to the taxation Audit for achieving
2. To apply the obtained Operations the objectives
knowledge in operation 3. Regulations and Division, of the Revenue
efficiently practical approaches in Large Department
the tax audit Business
Tax
4. Knowledge of e- Administrat
service ion
Division,
5. Administrative Small and
Procedure Act Medium
B.E.2539, relevant Business
ministerial regulations, | Tax Division
and consideration of , Tax
administrative order Auditing
Standards
6. Consideration of the Division,
appeal, exemption, or Center of
reduction of fine Investigatin
gand
Tracking
Non-
Compliance
Businesses,
Tax Appeals
Division,
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Operations in

Target group Quarter
No. | Project/Cours | Consistent Objectives of the Method Venue Brief content Budget Reasons of
e with the project (21)-(5) | (1)-(3) Agency Position/ Total Total Days/ 12|34 necessity
plan Level Participants classes | classes
(1)-(6)
Inspector-
General
Office 1-6
7 The trend of 1,2,3 1. To further knowledge 1 2 1. Trend of business Small and Practitio 135 1 3 1,221,432 NA R4 1. Thisis to
business and in the trend of business that SMEs should Medium ner level further
tax for SME and tax for creating the know to increase the Business (particul knowledge to
Guide opportunities for SMEs opportunities in the Tax Division arly for the
to the trainees. This is business operation , Tax Small representatives
the extension of Supervision and of the Revenue
knowledge together 2. Business ecosystems and Audit Medium Department
with the tax for keeping with the adaptation of Standards Business being trained
pace with Thai SMEs SMEs Division, RD | Tax Divisi on the project
under the changing Intelligence on), of extension of
economic system and 3. Access to tax Center, Professio knowledge
the Thai SMEs' benefits for Center of nal Level, together with
modernization under strengthening the Investigatin Senior the tax for
the changing economic business operation gand Professio keeping pace
system Tracking nal Level with Thai SMEs
Non- under the
2. To educate about the Compliance changing
trend of business and Businesses, economic
tax in promoting SMEs Area system and the
to grow efficiently Revenue project of SMEs
Office modernization
3. To build the network under the under the
of cooperation to create supervision changing
a good attitude as the of Regional economic
mechanism to promote Revenue system
SMEs nationwide and to Offices 1-12
create voluntariness in 2. Optimizing

the tax payment

the efficiency of
the officials in
the trend of
business and
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Operations in

Target group Quarter
No. | Project/Cours | Consistent Objectives of the Method Venue Brief content Budget Reasons of
e with the project (21)-(5) | (1)-(3) Agency Position/ Total Total Days/ 12|34 necessity
plan Level Participants classes | classes
(1)-(6)
tax to create
opportunities
for SMEs
3. Creating a
good attitude
and
voluntariness in
performing the
duties in tax of
SMEs
8 Growth 5,6 1. To adjust the thinking 1 3 1. Adjustment of the Small and All levels 50 1 3 353,350 NA R4 1. Adjustment
Mindset process and viewpoint thinking process and Medium of the thinking
towards the of the officials to keep viewpoint to keep Business process and
success in pace with the current pace with the changes | Tax Division viewpoint of the
promoting changes and to solve of SMEs , Tax officials to
SMEs the occurring problems Auditing increase the
systematically 2. Creation of Standards efficiency in
appropriate tools and Division, promoting
2.To be able to develop approaches in Electronic SMEs
the operational process promoting SMEs Processing
systematically, resulting Administrat 2. Creation of
in the efficient 3. Morality in the ion approaches in
promotion of SMEs development Division, driving the
Tax moral
3. To take part in driving Collection organization
the moral organization Standards appropriate to
of the Revenue Division, the current
Department Tax situation
Supervision
and Audit
Standards
Division,
Center of
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Operations in

Target group Quarter
No. | Project/Cours | Consistent Objectives of the Method Venue Brief content Budget Reasons of
e with the project (21)-(5) | (1)-(3) Agency Position/ Total Total Days/ 12|34 necessity
plan Level Participants classes | classes
(1)-(6)
Investigatin
gand
Tracking
Non-
Compliance
Businesses,
RD
Intelligence
Center
9 Knowledge 2 1. To promote 2 1 1. Regulations, codes Large All levels 480 4 1/0.5 160,300 v|v | v ]| | Promotionof
sharing of the knowledge sharing in of practice, laws, and Business organizing the
Community of the organization working system of the Tax forum to share
Practitioners Revenue Department Administrat knowledge in
of Large 2. To apply the obtained ion Division the organization
Business Tax knowledge in operation 2. Knowledge or
Administratio for more efficiency experiences in working
n Division with the persons or
agencies outside the
organization
3. Knowledge of the
operation to be
correspondent with
the policy of the
Revenue Department
10 | Techniquesin 2 To allow the officials to 1 1 1. Lecture on the Large All levels 100 1 1 78,600 NARVA RN Increasing the
searching the learn and search the knowledge about Business knowledge and
market price market price to examine methods in searching Tax understanding
for examining the transfer price to be for the market price to | Administrat for the officials
the transfer used in operation examine the transfer ion Division to be prepared
price efficiently price for taxation in
the digital era
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Operations in

Target group Quarter
No. | Project/Cours | Consistent Objectives of the Method Venue Brief content Budget Reasons of
e with the project (21)-(5) | (1)-(3) Agency Position/ Total Total Days/ 12|34 necessity
plan Level Participants classes | classes
(1)-(6)
2. Dividing into groups
for practicing and
learning the
techniques in
gathering the
information for
collection and audit
11 | Growth 5,6 1. To adjust the ideas 1 3 1. Good governance Large All levels 200 2 3 1,284,800 |V |V |V Working in a
Mindset to for understanding the and culture in the Business team can
create the roles and duties, organization Tax increase the
operational including the Administrat efficiency in the
success responsibilities in 2. Brainstorming and ion Division coordination for
working working in a team achieving the
operational
2. To enhance the good performance
governance and the following the
good culture in the strategic plan of
organization the Revenue
Department
12 Differences 2,3 To provide knowledge 1 1 The analysis of the Tax Practitio 20 1 2 71,000 NA R4 Developing the
between the and understanding to differences is as Auditing ner level knowledge and
financial the officials in the follows: Standards and understanding
reporting differences between the Division higher to maximize the
standards for financial reporting 1. Properties efficiency in the
the Non- standards for the Non- operation as
Publicly Publicly Accountable 2. Liabilities well as applying
Accountable Entities (NPAEs) and tax, the obtained
Entities as well as applying the 3. Revenue knowledge in
(NPAEs) and obtained knowledge in operation to
tax the operation 4. Expenses achieve the
Revenue
Department's
objectives
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Operations in

Target group Quarter
No. | Project/Cours | Consistent Objectives of the Method Venue Brief content Budget Reasons of
e with the project (21)-(5) | (1)-(3) Agency Position/ Total Total Days/ 12|34 necessity
plan Level Participants classes | classes
(1)-(6)

13 Keeping pace 2,5 To enhance the 1 3 1. Framework of Tax All levels 45 1 3 374,450 v | v | Promotion of
with the practical knowledge of direction and policy of Auditing the exchange of
changes in the the officials with the Revenue Standards information,
account of the external agencies, which Department Division skills, and
digital era are the network of and the experiences in

accounting professions 2. Correction of network working and

and tax audits accounting errors promotion of

inconsistent with the under the context of the

changes in the digital accounting in the management

era digital era strategies under
the principles of

3. Moral organization good

governance

14 | Analysis of the 3 To encourage the 1 2 1. Analysis of the Relevant Tax Audit 74 1 1 88,200 vIv || v | Acorecourse
financial officials to apply the financial statements agencies Officer, on the tax audit
statements for knowledge in the tax for auditing the details Practitio
the tax audit audit operation in in the financial ner level
(AD 040103) various situations statements

correctly and suitably as

well as being able to link 2. Type of analysis on

the issues of unusual the financial

analysis on the financial statements

ratio for discovering the

facts 3. Application of
information in
consideration of audit
processing of results to
specify the issues of
analysis

15 | Techniquesin 3 To create the 1 2 1. Techniques in Relevant Tax Audit 74 1 1 88,200 vIv ]| V]| V| Acorecourse
investigation knowledge and enhance investigation and agencies Officer, on the tax audit
and audit the skills in the questioning the Practitio

investigation regarding ner level
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Operations in

Target group Quarter
No. | Project/Cours | Consistent Objectives of the Method Venue Brief content Budget Reasons of
e with the project (21)-(5) | (1)-(3) Agency Position/ Total Total Days/ 12|34 necessity
plan Level Participants classes | classes
(1)-(6)
reporting (AD the methods of investigation
040104) investigation techniques authorities
of inquiry, cautions in
the investigation, and 2. Creation of audit
record of statements reporting structure
correctly and with efficiency
appropriately
3. Issues of problems
and case study
16 | Other laws 3 To enhance the 1 2 1. Laws related to the Relevant Tax Audit 74 1 3 264,600 vIv || v | Acorecourse
concerning knowledge and tax audit agencies Officer, on the tax audit
the audit (AD understanding of the Practitio
040105) criteria, conditions of 2. Other laws ner level
tax, and relevant excise concerning the tax
to empower the audit and operation
Administrative
Procedure Act B.E.2539,
administrative order,
Official Information Act,
Tort Liability Act, Civil
and Commercial Code,
and Bankruptcy Act
related to the tax audit
17 | Workshop 3 To enhance the skills 1 2 1. MorKor. 78 on the Relevant Tax Audit 320 2 5 1,546,500 v|v || V| Acorecourse
seminar on related to the operation analysis and agencies Officer, on the tax audit
the according to the examination of the tax Professio
regulations practical approaches of form nal Level
used in the tax Revenue Department
audit No. MorKor. 78/2560 2. Regulations of
according to and the regulations of Revenue Department
the Revenue the Revenue on the tax audit
Code Department on the tax according to the
audit according to the
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Operations in

Target group Quarter
No. | Project/Cours | Consistent Objectives of the Method Venue Brief content Budget Reasons of
e with the project (21)-(5) | (1)-(3) Agency Position/ Total Total Days/ 12|34 necessity
plan Level Participants classes | classes
(1)-(6)
(Summons) Revenue Code B.E.2550, Revenue Code
(AD 050101) investigation on the B.E.2550
evidence, inquiry,
issuance of summons
and audit on every tax
type, issuance of
summons on the
witness, tax evaluation
and recording along
with enhancing the skills
and knowledge on the
act related to the
operation
18 | Workshop 3 To increase the 1 2 1. To control and give Relevant Tax Audit 82 2 2 237,500 vIv || v | Acorecourse
seminar on knowledge and skills in consultation in the agencies Officer, on the tax audit
the tax audit the operation of tax operation of tax audit Senior
(AD 060101) audit as the supervisor professio
to take care and give 2. Differences nal level
advice to the superiors between the
accounting standards
and tax
Total 2,304 24 9,512,340

89




Personnel Development Plan of Revenue Department for the fiscal year of 2022
Professional Development, Recommendations and Tax Audit,
Human Resource Development Section 1, Human Resource Management Division

Operation in
Target group Quarter
No. Project/Course Consistent Objectives of the VDO Method | Venue Brief content Budget Reasons of
with the project recording Agency | Position/ Total Total | Days/ 2|3 necessity
plan Level Participants | class | classes
(1)-(6) es
1 Training project in 4 1. To allow the N4 Online Public Lecture on the Large All 200 1 2 11,240 N4 Required
the course of officials to study knowledge about Business | positions/ agency: Large
knowledge about e- and learn about the the laws related Tax levels Business Tax
Service e-Service law to to the e-Service Adminis Administration
efficiently apply the tration Division
obtained Division
knowledge in the Professional
operation of VAT skills:
collection from
international 1. Increase
service providers knowledge and
and international understanding
platforms of online to the officials
service for the users on the efficient
in Thailand taxation from
the
2. To increase the international
knowledge on new service
e-Filing to the providers and
officials to international
efficiently platform of
recommend the tax online service
payees. for the users in
Thailand
2. Increase the
knowledge of
new e-Filing
2 Training project of 4 To allow the v Online Public | Act of petroleum Large All 120 1 1 58,200 ViV Required
knowledge about officials to study Classroo income tax Business | positions/ agency: Large
the laws on and learn about the m Tax levels Business Tax
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Operation in

Target group Quarter
No. Project/Course Consistent Objectives of the VDO Method | Venue Brief content Budget Reasons of
with the project recording Agency | Position/ Total Total | Days/ 2(13]|a necessity
plan Level Participants class | classes
(1)-(6) es
petroleum income laws on petroleum Adminis Administration
tax income tax for the tration Division
operation of the Division
petroleum income Professional
taxation correctly skills:
and more efficiently
The officials lack
skills and
knowledge of
the petroleum
income tax law
(the project
from the
previous fiscal
year, but the
training had not
been
organized).
3 Development 2 1. To develop the Online Public 1. Techniques in Tax All 60 2 5 480,000 ViV Agency
project on the competency and classroo | Private | the data series Supervis | positions/ required to be
digital skills in the increase the m, management ion and levels developed: Tax
program of MS efficiency in the external Audit Supervision and
Office Intermediate operation of the training 2. Data analysis Standar Audit Standards
to Advanced officials with PivotTable ds Division
and PivotChat Division
2. To enhance the and Digital skills
officials to have 3. Use of relevant
knowledge and calculation agencies The officials can
understanding of formula increase the

the data series
management with
Microsoft Office

3.To enable the
officials to apply the

4. Data analysis
tools

knowledge,
skills, and
competency
necessary for
the operation.
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Operation in

Target group Quarter
No. Project/Course Consistent Objectives of the VDO Method | Venue Brief content Budget Reasons of
with the project recording Agency | Position/ Total Total | Days/ 2(13]|a necessity
plan Level Participants class | classes
(1)-(6) es
knowledge in 5. Report
operation related to preparation/prese
the tax ntation
administration
4 Development 1,7 1.Tocreate a Online Public 1. Importance of Tax All 80 1 3 192,600 N4 Agency
project on the positive attitude, classroo | Private | positive thinking Supervis | positions/ required to be
Mindset program in enhance the m, and CAN DO ion and levels developed: Tax
Positive Thinking confidence in external thinking Audit Supervision and
“CAN DO.” working to training Standar Audit Standards
understand oneself 2. Practice of ds Division
missions to Action Learning Division
generate and Mindset
cooperation relevant
efficiently agencies 1. The officials
2.To create pride in can understand
the operational the principles of
success in each role Positive
by applying the CAN Thinking to
DO thinking concept drive the
to generate love organization’s
and engagement in success.
the organization
2. The positive
attitude can be
built among the
officials to apply
concretely in
operation.
5 Training project on 4 1. To educate and v Online Public 1. Investigation Central All 80 2 4 244,800 NA R4 Required
the program to create an Classroo and collection of Audit positions/ agency: Central
increase the understanding of m evidence to be Operati Practition Audit
competency in the the mission of the used in the audit, ons er Level, Operations
operation of tax Central Audit tax assessment, Division | Profession Division
audit of the Central Operations Division and litigation al Level
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Operation in

Target group Quarter
No. Project/Course Consistent Objectives of the VDO Method | Venue Brief content Budget Reasons of
with the project recording Agency | Position/ Total Total | Days/ 2(13]|a necessity
plan Level Participants class | classes
(1)-(6) es
Audit Operations Professional
Division 2. To develop the 2. Regulations skills:
skills and abilities of and approaches
the Central Audit to the tax audit The Central
Operations Division Audit
to perform the 3. Laws related to Operations
efficient tax audit the audit and the Division has
issuance of more newly
3. To increase the summons and recruited
standard in new laws officials and the
preparing the rotation for
statements for the 4. Fine, surcharge operation.
tax audit of the and approaches in
Central Audit considering the
Operations Division exemption or
reduction of fine
4. To allow the and surcharge
trainees to learn the 5. Regulations
recording of tax and approaches in
audits on relevant operation on
working systems taxation
6. Reporting and
summarizing the
statements of tax
audit
6 Development 2 To enable the N4 Online Public Microsoft Power Tax All 20 2 3 171,000 v Required
project on the personnel in the classroo | Private | Bl Program, Data Auditing | positions/ agency:
digital skills in the Data Analytics m, Filtering, Standar levels Tax Auditing
Data Analytics program to external Analyzing Tax ds Standards
(Analyzing Tax data efficiently training data with Division Division
with power BI) Microsoft Power and
program Bl, conducting relevant Digital skills
report with agencies
Microsoft Power
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Operation in

Target group Quarter
No. Project/Course Consistent Objectives of the VDO Method | Venue Brief content Budget Reasons of
with the project recording Agency | Position/ Total Total | Days/ 2|3 necessity
plan Level Participants class | classes
(1)-(6) es
BI, workshop,
creation and use
of Dashboard
7 Development 2 To develop the v Online Public 1. Digital skills Small All 21 1 2 37,000 N4 Required
project on the competency in the Classroo and positions/ agency: Small
strategic skills in the skills of preparing m 2. Communication | Medium levels and Medium
program of the public relations and story-telling Business Business
development on the and communication skills Tax Divi Tax Division
strategic skills for media sion
communication systematically 3. Systematical Strategic skills
thinking
4. Skills of
creative thinking
and innovation
5. Skills of critical
thinking and
problem solving
6. Development
of Mindset in self-
learning and
development
Total 581 10 20 1,194,8
40
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Mission of Recommendations and Tax Audit, Human Resource Development Section 1, Human Resource Management Division

Personnel Development Plan of Revenue Department for the fiscal year of 2022
Professional Development, Core Course of the Tax Audit in the Practitioner Level/Professional Level

Operation in
Target group Quarter
No. Project/Course Consistent Objectives of the VDO Method | Venue Brief content Budget Reasons of
with the project recording necessity
plan Agency Position/ Total Total Days/ 2|3
(1)-(6) Level Participants | classes | classes
1 Training project 4 To enhance the v Online Public | Conceptual Relevant | Tax Audit 240 1 4 36,880 | V|V ]|V The core
in the course of knowledge and framework, agencies Officer/ course of the
differences understanding of revenue, land, Practition tax audit, the
between the the differences building and er level total number
accounting and between the equipment, loan of participants,
tax standards accounting and tax cost, rental excluding the
standards agreements, newly
inventory, recruited
debtors, personnel
investment
capital, liabilities
estimate, changes
in the accounting
policy
2 Training project 4 1. To enhance the N4 Online Public Computation, Relevant | Tax Audit 240 1 1 5,620 v|v]| V| v | CoreCourse of
in the course of skills in the VAT exemption, or agencies Officer/ the tax audit
computation, computation, reduction of a Practition
exemption, or including the fine of VAT and er level

reduction of VAT
fine (AD 040107)

reduction or
exemption of fine

2.To enable the
application of the
obtained
knowledge
efficiently

specific business
tax
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Operation in

Target group Quarter
No. Project/Course Consistent Objectives of the VDO Method | Venue Brief content Budget Reasons of
with the project recording necessity
plan Agency Position/ Total Total Days/ 1123
(1) - (e) Level Participants | classes | classes
3 Training project 4 To enhance the N4 Online Public Knowledge of the Relevant | Tax Audit 369 2 2 22480 | V|V ]|V Core Course of
in the course of knowledge and Double Taxation agencies Officer/ the tax audit
Double Taxation understanding of Agreement Profession
Agreement the criteria of al level
international
taxation and
methods of solving
to understand the
issues of problems
and approaches in
the tax audit
problem solving and
recommend the
design correctly and
appropriately
4 Training project 4 To enhance the N4 Online Public Criteria on the Relevant | Tax Audit 369 2 1 11,240 | V|V | V Core Course of
in the course of knowledge and entitlement of tax | agencies Officer/ the tax audit
Investment criteria on the privileges, Profession
Promotion Act Investment accounting al level
Promotion Act to system of the BOI
apply the and NON-BOI
knowledge in business,
solving the tax audit privileges
problems and received as per
recommending the the BOI, issues
entrepreneurs and techniques
correctly for the audit
5 Training project 4 To enhance the N4 Online Public Dissolution of Relevant Tax Audit 369 2 1 11,240 |V |V | V Core Course of
in the course of knowledge, criteria, business, partial agencies Officer/ the tax audit
the dissolution of methods, business transfer, Profession
business conditions, and merger, or al level
computation of net transfer of the
profits for company or
considering the
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Operation in

Target group Quarter
No. Project/Course Consistent Objectives of the VDO Method | Venue Brief content Budget Reasons of
with the project recording necessity
plan Agency Position/ Total Total Days/ 1123

(1) - (e) Level Participants | classes | classes
issues and corporate
approaches in audit partnership
problem solving as
well as
recommending the
entrepreneurs to fill
the forms and
paying taxes
correctly,
appropriately, and
efficiently

Total 1,587 8 9 87,460

97




ANNEX 5: EXAMPLES OF TAX AUDITOR’S TRAINING PROGRAMME IN OTHER

COUNTRIES

OECD’s Strengthening Tax Audit Capabilities (2006)

e Initial training for newly recruited staff:

Examples
In Japan, new recruits attend a residential tax school for 13 months.

In France, employees spend a vear in a dedicated Tax School, followed by six months
working in a local tax district.

e  On-going training and development:

Examples

In the Netherlands, countrywide summer courses (one and two days) are organised vearly
fmau&mmtoupgmdgthm:knwledgeond:ﬂemntm&mm@mmalso

regionally. These often address new subjects or provide an update on important
subjects.

Members of the Dutch Institute of Chartered Accountants, also have the obligation from the
institute to perform at least 30 hours of education a year,

In Canada, auditors are responsible for their own learning plan. A learning path, including
thetrmmmzmqmmdnteachlevelofnudnormtheorganmhonasmstsaudltstaﬁtodeﬁne
their skilling needs, create their learning plan, and ensure their continuing professional

development.
The learning framework available to staff consists of:

e Introductory training - provides the new auditor with sufficient knowledge of the
organization, auditing and legislation to assist a senior auditor in a field audit where
they will undergo on-the-job training

e  On-the-job training - the new auditor would assist or be assisted by a senior auditor /
coach during the course of an audit. The coach is provided with a guide to ensure all
relevant information is covered. Additional training often follows, allowing the auditor
to perform, independently at the novice auditor level

¢ Intermediate / advanced level workload specific training for experienced audit staff.
This is linked to workload / operational requirements and personal development, and

e  Soft-skills training is provided for all positions.

In Denmark, exchanges occur between the private sector and other government
ts. The exchange is not considered as a loss, but as part of the training and
development of the staff member concerned.

Source: https://www.oecd.org/tax/forum-on-tax-administration/publications-and-products/37589900.pdf

New Zealand’s Traning Framework (2006)

e 0-5 months; Total training days (including induction) for period = 26.5
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https://www.oecd.org/tax/forum-on-tax-administration/publications-and-products/37589900.pdf

Output and deliverables Technical Technical Investigative Core skills
competencies skills systems &
procedural
Coach assigned. Knows and Induction Programme Induction Induction
understands: Programme Programme —
Attend interviews with an Block training including Judge
Investigator 8. The delegated authority Foundation Learning, Training = 5 days For Yourself
for decision making including:
Introduction to the Risk Analysis - Using resources 110 Microsoft
(RA) template — 33. The provisions of the - Statutory Interpretation applications
awareness/identification Tax Administration Act 102 (Word, Excel,
1994, Official Information - Security and Release of Access)
Understanding of Audit Customer | Act 1982 and the Privacy Information 176 (Learning Link)
Profile (ACP) report and GST Act 1993 that apply when - Delegations and Powers
Refund Audit Selection System responding to requests for 104 Training = 5.5
(GRASS) information. - Concepts of Entities 128 days
Identify all risks, with coach 34. How Inland Revenue Revenue Learning, including:
assistance, in GST refund checks maintains security of - GST150
and All Risk Audits information in accordance - Income 120
with statutory provisions - Deductionsi21
Completing GST refund checks
with coach assistance Total technical Accounting Learning, including:
Competency (Applied) = - Accounting concepts 177
Complete audit activity with 6.5% - Accounting 270
guidance and complete reports in
TACTICS. Audit Learning, including:
- Auditing 275
Compliance & Penalties 160
Agpire Training = 16 days
e 6-—10 months; Total training days for period = 16
Output and deliverables Technical competencies Technical Investigative Core skills
skills systems &
procedural
Competent in the completion GST Knows and understands Case Law 103 Rights and Powers
refund check tasks 1. The rules of statutory Investigative 204
interpretation Technical Decision Interviewing
Completing All Risk Audits with 3. The purpose of tax treaties Making 111 273 Disputes Process
coach assistance 7. The role of subject experts 261
available PAYE 136 Business
Commencing use of the RA 23. Legal procedures available Environment 171 Business Writing
template, Specific Issue Audits under the Revenue Acts and civil FBT 137 174
(SIA) and Voluntary Disclosures law for collection of debt Aspire Training =
31. The reasons behind business External Information 4 day Shortfall Penalties
Participate in a Taxpayer interview | decisions made and the impact of sources 210 260

with coach assistance

All tasks completed to the QMP
standards

these on day to day management of
business

32. Impacts of compliance on
businesses

44. The methods used for recording
business transactions

Ability to

35. Apply section 81 of the Tax
Administration Act 1994

Total technical Competency
(Applied) = 23.9%

Aspire Training = 7
days

e 11-18 months; Total training days for period = 21
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Output and deliverables Technical competencies Technical Investigative Core skills
skills systems &
procedural
Knows and understands
Competent in the completion of 6. The provisions of the TAA that Interpreting law Evidence 212 Influencing
the RA template and SIA’s and govern the rights and powers of IR and 201 Techniques 272

Voluntary Disclosures

Completion of All Risk Audits

taxpayers and how these are used.
15. Entity types
24. The applicable tests required for

Companies 130

Data Analysis 213

Aspire Training =

Legal Writing 274

covering a range of issues, the consideration of penalties for Companies 230 2 days Aspire Training =
including some complex issues abusive tax position and evasion 4 days

42. Accounting principles Partnerships 131
Commencing Coverage and 43. Types of accounting records
Leverage tasks Trusts 132

Ability to
Take a leading role in Taxpayer 4. Elicit meaning from legislation and Capital/Revenue
interviews. apply principles of case law 222

5. Consider and apply policy
Where possible, assist in the 9. Use a range of resources to assist Qualifying
preparations of a NOPA and attend | technical decision making Companies 231
a Disputes interview with an 10. Use a range of internal and external
Investigator. resources to obtain information GST 250

11. Elicit information to assist in
All tasks completed to the QMP correctly applying the law to issues Emplovers 236
standards raised

18. Determine the tax consequences of Aspire Training =
Consider - Tax cases: Landmark transactions 15 days
cases: Grieve, Coveney, Newman , 19. Analyse and resolve income
Inglis recognition issues

20. Analyse and resolve deduction

issues

21. Analyse and resolve issues related

to timing of income and deductions

40. Use auditing techniques

Total technical Competency (Applied)

= 56.5%

e 19-27 months; Total training days for period = 17
Output and Technical competencies Technical Investigative Core skills
deliverables skills systems &
procedural
Completing All Risk Knows and understands Financial Analysis Auditing 375 (Adv) Computer Tax
Audits with little/no 25. The conference/disclosure process of disputes | of Debtors 170 Auditing
assistance resolution Management
28. Legal consequences of non-compliance Financial accounting 371
Commence Evasion or 29. Requirements for Court proceedings arrangements - (Adv)
ATI audits as part of a 30. The agencies that IR has relationships with Accruals 220
team. and how these are managed Aspire Training =
36. Tax strategies employed by taxpayers Trading Stock 221 sdays

Commence use of the 37. Risk indicators for evasion of tax
private affairs analysis 45. How finical statements and/or accounts are Property
tool developed transactions 232

All tasks completed to
the QMP standards

Ability to

13. Identify and compile evidence to support
adjustments

17. Determine residence status of taxpayers
22, Evaluate risk of issues and/or adjustments
identified

26. Identify and consider the penal procedures
available for non-compliance

38. Identify potential risk areas in financial
accounts

39. Identify internal controls and risk areas
within the accounting system

41. Consider costs vs. benefits when making
decisions

46. Analysis accounting adjustments

Total technical Competency (Applied) = 89.1%

Associated persons
233

Civil Remedies 277
Trusts 235

Aspire Training =
12 days

e 28-36 months; Total training days for period = 15-18 days (depending on stream taken)
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consistent with IR policy,
substantiated by reference to
sections of the Act and tax principles
from landmark cases

27. Determine IR position where
the implications are in dispute

Total technical Competency
(Applied) = 100%

Foreign Investment Funds 327
(Adv)

Transfer pricing 328 (Adv) (to be
developed)

Prebble Tax Law Course -
Concepts of Tax Law 203

Aspire Training = 13 _days

Training (incl
Aspire) = 2-5
days per stream

Output and Technical pels Technical Investigative Core skills
deliverables skills systems &
procedural

Investigator completing Knows and understands Income determination 376 (Adv) Appearing as a Self-development
RA Template and All 2. Legal principles of landmark Witness 278 as identified by
Risk Audits or Evasion cases Tax avoidance 380 (Adv) (to be Performance
or ATI without developed) Financial Management
assistance 16. The effect and taxation Accounting 370 process.

implications of financial Tax strategies 280 (Adv)
All tasks completed to arrangements (to be developed)
the QMP standards ATI Course

Ability to Concepts of international tax

12. Use sections 16 and 17 of the Tax rules 226 Evasion Seminar

Administration Act 1904

Controlled Foreign Companies Private Affairs
14. Compile a sound argument 326 (Adv) Analysis Tool

Australia’s formal development and capability development programs

Australia
include:
L]

base level and/or programs for staff new to the audit function

development programs

intermediate accounting and auditing program

up-skilling learning programs
specialist skilling, and

audit manager and director skilling.

Base level and/or programs for staff new to the audit function
A new, Tax Office wide Active Compliance Job Ready (Induction) Program exists to assure the core skills of staff new to

audit work. Containing 114 topics, the program covers core capability areas (eg audit, accounting, tax law, work practices,
systems, business context and audit leadership) but also differentiates for market, revenue product, business area and job
level needs.

In addition the following courses are also available to build accounting and audit capabilities:

The Tax Office has a range of development and capability improvement programs. These are explained further below and

Internal base level accounting course covering basic accounting, accounting for business, and financial

statement analysis

Basics of audit (BAP) course — an introduction to audit concepts and issues (in pilot stage designed and

delivered by the Tax Office), and

Fundamentals of audit program (FAP) - a single semester, undergraduate auditing subject, delivered by a

University as an intensive course. Includes 2 assignments & 3 hr exam.

Development programs
The Tax Office has a number of development programs, including:

Graduate program (graduates perform formal technical and other training and have placements in different

work areas including audit)

Cadet program (for school leavers)

Serious non-compliance development program for APS 5 (for investigations staff)
Active compliance development program for base level audit staff (APS 3)

Source: https://www.oecd.org/tax/forum-on-tax-administration/publications-and-products/37589929.pdf
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e  Active compliance development program for base level audit staff

Audit
skilling
program

Placement 1 (6 mths)

Knowledge assessments
Case studies/assignments
Work based evidence
Performance feedback

Placement 2 (6 mths) Placement 3 (6 mths)
Knowledge assessments
Case studies/assignments
‘Work based evidence Work based evidence
Performance feedback Performance feedback

Knowledge assessments
Case studies/assignment

Audit
skilling
program
Audit
skilling
program

@ & L4
Evidence of Competency for Certificate IV Government
(Statutory Compliance)
&

Values of public service

Deliver & monitor client service

Value diversity

Use advanced communication strategies
Apply government processes
Compliance with legislation

Support policy implementation

Exercise regulatory powers
Contribute to workplace safety
Promote client compliance
Assess compliance
Receive & validate data
Conflict management
Conduct online research

4

Certificate IV Government (Statutory Compliance)

e Intermediate: COAAAP (Compliance officer applied audit & accounting program) is an intermediate
level program generally for APS 6 & EL 1 auditors who need to be prepared for more complex work.
The program includes a cascade strategy that requires program participants to coach/buddy 4-5 less
experienced staff after the program. This promotes exponential audit capability improvements in the
workforce whilst ensuring COAAAP participants enforce learning’s by teaching others.

Co-designed: Tax Office & University of NSW

Target group

Program outline
Phase 1 — Core Program (10 days)

APS 6 / EL1 with intermediate audit & accounting 1 Active Compliance context & framework
knowledge and skills 2. Communication & learning partnerships
Program objectives 3. Business structures environment
. enhance audit & accounting knowledge and 4. Valuations
skills 5. Essential applied accounting
. prepare staff for more complex audit case 6. Essential applied auditing
work 7 Fraud and serious non-compliance
- enhance skills in leading an audit 8. Interview techniques & sustained learning
. enhance skills in transferring leadership to Phase 2 — Elective (3 days) (1 topic from 4)
ke 9. Micro/cash economy

Program duration

13 days over 7 weeks

10.  Small to medium enterprise

11.  Large business

12, Computer assisted verification (CAV)
2 Assignments

L]

Up-skilling
A range of up-skilling learning programs (via workshop, self paced, on-line or external training) are available to:

These include:

build on induction knowledge of tax law, work practices and industry issues. A few examples are thin
capitalisation, risk management, consolidations, penalties, petroleum industry, sampling methods, proceeds of
crime act, and simplified reporting.

enhance technical and audit skills via workshopping of audit case issues / topics and conducting technical
discussion groups

support Tax Office compliance challenge and focus areas eg international taxation, aggressive tax planning,
capital gains tax eurriculum, and risk management, and

provide training on Tax Office and public service policies and procedures eg frand awareness, security and
privacy, OH&S, diversity etc).

a diverse range of self-paced modules on the Tax Office’s intranet tool called ‘i-Learn’

self-paced assessments on the Tax Office’s intranet tool called ‘1-Know’

e-learning product on Field Audit Simulation Tool (i-learn FAST)

structured and facilitated workshops and discussion forums

continuing professional development (CPD) activities sponsored by the Tax Office. These are tax update
information sessions, delivered by an external provided (Webb Martin), and

other externally provided courses.

Business lines also have specific Job Ready and up-skilling learning events to supplement Active Compliance wide
initiatives. Often the skilling is around specialised industry and technical topics or around their local procedures,

practices and systems. The need to for line based training is reducing as the Tax Office moves into an enterprise wide

approach in relation to its system, process and tools.

102



Specialist topics
Training is performed, when required on:
. computer assisted verification (CAV) techniques - develop fundamental skills in the use of CAV techniques. The
Tax Office co-designed this program and it is delivered by our partner university, and
. IDEA software training (for CAV data analysts).

Audit manager & director skilling
A new suite of workshop products are available for new audit managers to support their role in leading compliance
work/function. These are part of the job ready program for new EL1s and include:

s audit project leadership

. leading others to make sustainable compliance decisions

s representing the Commissioner, and

. systemic, critical and analytical thinking (a comprehensive program in place for large segment audit managers).

All audit managers and directors undergo a program (Managing for Success) that covers a range of topics to support them
in managing staff, work and environment (eg ensuring governance, OH&S, fraud, managing workloads etc). This is
provided to all Tax Office leaders, including non-audit staff.

Audit directors and senior executives — participate in quarterly dialogue days that facilitate their engagement in corporate
strategic issues and decisions that impact the Tax Office.

A cohesive approach to the professional development of more advanced, executive levels across audit is yet to be
developed.

Handbook on Tax Administration, Alink and van Kommer, IBFD 2011, Chapter 7

The Handbook provides a fuller discussion of training and development in tax administrations, including newly
appointed graduate staff. It also offers a possible training curriculum for tax administration but it is copyright
material so the details cannot be published in this report.

Tax Professional Graduate Programme (UK Tax Administration)
The TPGP usually lasts three years and prepares graduates to:

o deal with complex tax cases
e negotiate confidently with customers and their professional advisers
e lead and influence teams.

The aim of the programme is to provide a broad insight into the range of work undertaken by HMRC. Trainees
take on early responsibility and are supported by mentoring, advice and supervision to gain tax professional
qualifications.

The programme's modular structure covers both technical tax issues and professional skills, such as
communication. It's a mixture of practical work experience in teams, formal study days, tutor-led sessions, self-
study, exams and practical assessments, with regular reviews and appraisals. Trainees are allocated mentors as
well as supervisors. Stage 1 provides a broad foundation of knowledge in the different areas of tax. Stage 2 builds
on broader professional skills and includes gaining an externally accredited qualification.

The training is intensive and trainees need to pass an exam on each module. A module usually lasts two to three
months. On successful completion of the course, trainees become fully qualified senior tax professionals and
are ready to assume either a technical/investigative role or a customer relationship management role.

Tax legislation is highly complex and contains a great amount of technical detail. Since it's constantly changing
and increasing, senior tax professionals are expected to participate in continuing professional development
(CPD). Spending time and effort beyond their initial training on updating their knowledge is considered part of
the job role.

Source: https://www.prospects.ac.uk/job-profiles/senior-tax-professional-tax-inspector
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Testimonial Concerning ATO’s Graduate Program

Cheng Vuong — Taxation

My experience as a Taxation graduate in the ATO Graduate Program has been very rewarding. The highlight of
the program for me has been the training and development opportunities provided through the year-long
training program, milestone tasks and work rotations. | was already working at the ATO prior to starting the
program, and the program has been a great opportunity to continue my professional and personal development.

The training program covers various topics for taxation graduates including fundamentals of income tax and the
taxation of business structures; and soft skills (for all graduates) including emotional intelligence and
presentation skills.

The training program has been delivered by knowledgeable and experienced trainers who are to be commended
for their ability to make complex tax topics easy to understand. The milestone tasks and the weekly discussion
forum have been effective in consolidating my learning.

Source:https://www.ato.gov.au/About-ATO/Careers/Entry-level-programs/The-ATO-Graduate-program/Hear-
from-our-graduates/?anchor=Training#Training
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ANNEX 6: COMPUTING TAXABLE PROFITS IN THAILAND

The materials published by the Revenue Department were interrogated to answer three computational
questions that are likely to arise when a small business reports its taxable income. The questions and answers
obtained are set out below.

1. [If lincur expenditure on entertaining my customers how much of that can | deduct for tax purposes?

Answer: The total deduction of entertainment expenses in an accounting period shall not exceed 0.3 % of gross
receipt but not exceeding 10 million baht (https://www.rd.go.th/english/6044.html).

2. If I buy a car to use in my business, what tax deductions am | entitled to?

Answer: CIT tax deduction: passenger car or bus with no more than 10 passengers capacity, a depreciation
rate is 20%, depreciated at the rate in 5 but the depreciable valve is limited to one million baht.
(https://www.rd.go.th/english/6044.html)

3. Ifibuy a building for my business how much depreciation can I claim?

Answer: The depreciation rate is 5% (https://www.rd.go.th/english/6044.html)
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ANNEX 7: TAX COMPLIANCE RISK REGISTER CONTENT

e A name and unique identifier number for the risk.

e The status of the risk (open/closed).

e The date that the risk was recognised and included on the register as requiring treatment.

e Adescription of the key risk drivers and how it affects compliance.

e An assessment of the likelihood (probability) of its occurrence, and the possible consequences of its
occurrence (a brief high-level description of the implications of the potential consequences of the risk).

e An overall risk rating (high, medium, low) and risk rating documentation (embed risk assessment
documents in the entry).

e  Whether a treatment strategy is in place (Yes or No).

e An outline of proposed mitigation actions (including preventative, facilitative and enforcement
actions). This should be expanded upon in supporting documentation, such as a compliance
improvement plan for the risk (embed strategy documents in the entry).

e Identification of other stakeholders, including other agencies that may also be impacted by the risk.

e Any current controls and an assessment of effectiveness.

e  Opportunities (Does the risk present opportunities as well as a threat?)

e  Emerging/ Existing (is it an emerging risk or already present/current risk?)

e  Expected residual risk rating after treatment.

e Next review date for this risk.

e The division or area and the position details of who will be responsible for overseeing the risk (including
the risk owner and risk manager) and a contact officer.3?

e Where possible include resource and capability requirements for each mitigation strategy.

e Data about instances of the risk identified in actual cases, the estimated tax at risk (or assessed if the
case has been settled) and the elapsed time since the risk was identified. The integrity of this data relies
on the consistent use of the unique risk identifier by case workers.

32 The risk owner is a senior staff member with overall accountability for the risk. The risk manager is a staff member with operational
responsibility for managing the risk. The risk manager may also be the risk owner. The risk contact officer is the first point of contact, and
can be risk owner/ manager).
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ANNEX 8: BASIC QUALITY ASSURANCE QUESTIONS FOR AUDIT CASES

1. Were the risks identified at the outset of the audit (in the questionnaire and audit plan) addressed
during the course of the audit?

2.  Were any additional risks that emerged during the course of the audit addressed?

3.  Were time limits and procedural rules adhered to by the auditor?

4. Were the statements and explanations offered by the taxpayer adequately tested and were reasonable
explanations and evidence provided accepted?

5. Were adjustments made by the auditor, whether by agreement during the course of the audit, or in
the formal audit report, technically correct?

6. Were tax adjustments, interest and any penalties due correctly calculated?

7. Was the taxpayer advised of any changes needed to their record-keeping or other aspects of their tax
compliance necessary to ensure future compliance?
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ANNEX 9: RECOMMENDATIONS

Topics / Timeline

Short-term

(within the next six months to a

year)

Medium-term

(the next 12 to 24 months)

Long-term

(more than 24 months)

Auditor Training

1.The RD should incorporate

the locally developed
materials in its nationally
coordinated program of
training and development. In
doing so it should maintain
local ownership and
commitment to training. As a
first step, RD should build a
catalogue of all training
initiatives and materials that
have been developed at the
local level.

2.The RD should incorporate

materials it has developed on
audit practice, commercial
practice, investigation
techniques and related skills
into the core training
program.

3.The RD should ensure that

the enhanced performance
management process it is
rolling out includes a regular
assessment of individuals’
training needs.

4.The RD should ensure that

the formation of its internal
capability in the field of
international taxation is
sustained and that the
engagement with external
providers is based on
verifiable skills transfer. In
addition, the RD should make
use of other training
resources that are available
externally at no cost.

. Tier 1 of the RD’s core

training program needs
to be expanded to
include business
fundamentals, ethics, and
negotiations, if it is to
give new auditors a
sound grounding in good
audit practice.

. The RD should develop a

more detailed and
explicit career path for its
auditors.

1.The RD should maintain
and improve the quality
of its large tax program
and consider cooperative
compliance approaches.
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Topics / Timeline

Short-term

(within the next six months to a

year)

Medium-term

(the next 12 to 24 months)

Long-term

(more than 24 months)

Automation of
the Tax
Computation

1. The RD should revisit the

requirement that an external

auditor signs off the

taxpayer’s declaration at the

end of the tax return. This
requirement reduces the
value of automation.

1. The RD should review the
design of tax forms to
make them easier to
understand by non-
specialists and it should
clearly sign-post aspects
of the return that apply
to a small sub-set of the
taxpayer population.

2. Context-sensitive
references and guidance
in the online version of
the form should be
developed to ease its
completion.

1.The RD should consider
the adoption of a
simplified system for
small businesses.

2.The RD should create a
positive climate for the
increased provision and
uptake of reliable
accounting software with
a tax add-on.

The Tax Audit
Process

1. The LTO should pilot the use
of the use of a compliance

risk register.
2. The RD should better

coordinate its work with that

of the SSO.

1. The RD should develop a
department-wide
compliance risk register,
informed by the lessons
learnt from the LTO
pilot.

2. The RD should apply the

other principles of
modern Compliance Risk
Management (CRM) to
its management of tax
compliance risks.
Specifically, this will
involve a more
systematic approach to
the initial risk
assessment, the analysis
of the compliance
results achieved and
how they correlate with
the initial risk
assessment. This is
fundamental to the
continuous
improvement of risk
analysis and case

1.The LTO population will
be the first taxpayer
segment to be affected by
the recommendations to
improve the uptake of e-
invoicing in Thailand. The
RD can use this as an
opportunity to
understand how e-
invoicing will impact its
approach to risk
identification and
verification activity.
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Topics / Timeline

Short-term

(within the next six months to a
year)

Medium-term

(the next 12 to 24 months)

Long-term

(more than 24 months)

selection that is built
into modern CRM.

3. The RD should adopt a

risk-differentiated
approach to case
management. Cases that
are high risk should be
subject to an audit from
the outset, without the
need to undertake lesser
preliminary steps such
as an advisory visit.

4. The RD needs to

institute effective
quality control of
auditors’ work that
provides the
Department and line
managers with
meaningful and
actionable feedback.
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CHAPTER 2: CURRENT STATE OF E-INVOICING SYSTEMS FOR SMES IN THAILAND

Feedback on the current state of e-invoicing systems for SMEs in Thailand
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ACRONYMS

API Application Programming Interface

BOT Bank of Thailand

B2B Business to Business

B2G Business to Government

El Electronic invoicing

EDI Electronic Data Interchange

ERP Enterprise Resource Planning

ETDA Electronic Transactions Development Agency
RD Revenue Department

VAT Value-Added Tax

Note: In this report the term e-invoicing and e-tax invoice have been used interchangeably
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EXECUTIVE SUMMARY

1.

Thailand was one of the early movers in the world to introduce electronic invoicing (El). In 2017, a new
system of El ‘e-tax invoice & e-receipt’ was introduced to replace the earlier scheme launched in 2012. But
this time, El was integrated with national plans and strategies ‘Thailand 4.0’ (2016), ‘Thailand Vision 2037’
(2018), and ‘Thailand Digital Landscape Development Plan’ (2019), which underscored the Government of
Thailand’s commitment towards the digital transformation of the Thai economy and unlocking the country
from several economic challenges by becoming an innovation-driven economy.

Els are simply machine-readable invoices issued, received, and processed electronically between buyers’
and suppliers’ finance and tax systems. The main advantages of Els are that they shorten processing cycles,
including payments of accounts receivable and tax recovery, cut transaction costs (such as printing and
storage), are 60 to 80 percent more efficient than traditional paper-based processing, help governments
fight tax fraud, make it easier for firms, especially small and medium-sized enterprises (SME), to survive and
engage in trade, including through improved trust, on-time payment, and “factoring”33; and help modernize
the economy and strengthen the technology sector through the large-scale use of communications
technologies, digital signatures, and services development.

Many countries, both developed and developing, have already adopted El and many are in the process of
doing so. Several countries in Latin America including Argentina, Chile, Brazil, Mexico, and Peru were world
leaders in El adoption, which started in the early 2000s, along with many countries in the European Union.
However, while the EU countries focused on El systems for business-to-government (B2G) transactions for
public procurement, countries in Latin America focused on business-to-business (B2B) and business-to-
consumer (B2C) transactions. Today, most of these countries have achieved near 100 percent adoption
rates of El, which brings large benefits to both the businesses as well as the tax authorities.

The new system of El that was introduced by the Thai government in 2017 targeted the SME sector as
well as large VAT taxpayers through different schemes. A simple scheme ‘e-tax invoice by e-mail’ for the
SME sector was introduced with the intention of helping small and medium VAT registrants to become
familiar with electronic systems and get ready to fully use the e-tax invoice and e-receipt system in the
future. Under this scheme, the VAT taxpayer can send an electronic copy of the invoice (PDF/A3 format) to
the Electronic Transaction Development Agency (ETDA) by e-mail for timestamping. For large taxpayers
(with an annual turnover of more than 30 million baht) a more rigorous scheme ‘e-tax invoice & e-receipt’
was introduced under which taxpayers are required to deliver digitally signed e-invoices in a standard ‘XML’
format to the RD.

Over the last 6 years since its introduction, the adoption rate of El has remained very low at 0.4 percent.
The scheme has not been able to generate enough traction for large or SME businesses. The scheme is
optional, which means its adoption has been left at the discretion of taxpayers. El is led by the RD, which
decides the tax policy, with the support of the Electronic Transaction Development Agency (ETDA), which
determines the standards for invoice, digital signature, and third-party service providers, who work as
agents of taxpayers for delivery of electronic invoices to the RD.

This report is based on an assessment of the current state of El in Thailand by the World Bank as a part
of technical assistance being provided to the Government of Thailand to improve the efficiency of its tax

33 With invoicing factoring, a business sells any number of unpaid invoices to a factor for less than the amount it is owed. In return, the
business receives the majority of the invoice amount — as much as 90% — within a few business days, rather than having to wait the 30-,
60- or 90-day period specified on the invoice. In most factoring situations, the factor becomes responsible for collecting on the invoice.
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administration. The report contains SWOT3* (Strengths, Weaknesses, Opportunities, and Threats) analysis
of the El in Thailand followed by recommendations to enhance the El expansion, particularly for SMEs. In
the SWOT analysis, several barriers to the adoption of El were identified and categorized as legal, technical,
financial, and cognitive barriers.

7. The main findings are as follows-

i. The low adoption rate for El is mainly attributable to a lack of legal mandate for the issuance of e-tax
invoices for any class of VAT registrant (large, medium, or small). This is expected as most countries
that have implemented El on a voluntary basis have observed a low adoption rate until the time it was
made mandatory.

ii. El adoption rates have not increased despite tax incentives such as a 200 percent deduction of El
expenses, and a lower rate of withholding tax. On the contrary, international experience shows that
El adoption pays for itself, and most businesses can generally recover the cost of El adoption (hardware
and software costs) in less than a year.

iii. There are two El schemes in operation, one that allows a VAT registrant to issue PDF/A3 invoices and
the other that required a VAT registrant to issue XML invoices. The former scheme targets small
taxpayers with an annual turnover of less than 30 million baht while the latter targets remaining
taxpayers. While the former scheme is intended to encourage small taxpayers to switch over to the
electronic issuing of invoices, it is initiating them into a regime that is not based on ‘true’ El (i.e.
‘machine-readable’ invoices). In future, such taxpayers will need to ‘unlearn’ this practice and ‘re-learn’
the new practices that are based on El. This is inefficient for taxpayers as well as the RD which needs to
allocate resources for the processing of both PDF/A3 and XML invoices.

iv. Taxpayers who register for El schemes are allowed to issue both paper-based and e-tax invoices. This
does not ensure that the taxpayer makes a full transition to El and fully reaps the benefits of El. Also,
RD does not receive full invoice-level data of such taxpayers, which limits its capacity to use such data
for reducing compliance costs or undertaking a risk assessment.

V. There is a significant lag between the issuance of an e-tax invoice and its receipt by the RD as the
taxpayer is allowed to remit the e-tax invoice by the 15 of the month following the month of
issuance. Thus, the RD has no control over the number and content of invoices that are issued, as well
as the format in which it is issued. Moreover, the receiver of the invoice for whom the invoice becomes
a basis for claiming an input tax credit is not required to acknowledge or accept the receipt of the e-tax
invoice to the RD and therefore is unable to determine whether the invoice meets the standards
established by the RD.

Vi. Due to low adoption rates, the technical solutions that are available to facilitate El are quite limited.
Since robust low-cost solutions such as free web-portal, offline utilities, and cellular mobile applications
are not available, small taxpayers, who do not have Enterprise Resource Planning (ERP) or similar
software, must outsource e-tax invoice issuance to service providers. This adds to their compliance cost
without concomitant benefits.

34 SWOT analysis is a strategic planning and strategic management technique used to help a organization identify Strengths, Weaknesses,
Opportunities, and Threats related to business competition or project planning.
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Vil.

viii.

Xi.

Even though twenty Service Providers (SP) have been accredited by the ETDA, a competitive market
for providing services that can drive the cost down has not emerged. The bulk of the current market
is concentrated in a few SPs whose services vary from integrating El into the ERP of taxpayers to the
conversion of paper-based invoices into e-tax invoices. There is significant potential to lower the cost
of SPs, which can be achieved by broadening and deepening the market for El.

Even though there are three channels for delivery of e-tax invoices to the RD, namely the Host-to-
Host (direct integration with RD portal), SPs and Web Uploading, 80 percent of taxpayers currently
deliver e-tax invoices through SPs. The RD should examine the challenges faced by taxpayers in the
use of other channels and address such challenges in consultation with stakeholders.

Most VAT registrants are SMEs and are not very aware of El and its benefits. They may not be open
to El adoption unless they see value in terms of real financial savings by doing so. There is a need to
communicate the benefits of El from efficient business processes as well as reduced compliance costs.

There seems to be a general perception amongst taxpayers that switching over to El may lead to
adverse consequences such as tax audits, penalties for mistakes, or higher tax liability. Taxpayers
have a fear of sharing too much information with the RD. This fear is likely to be higher in taxpayers
who engage in tax evasion.

Most countries adopted a phased roll-out of El implementation covering large taxpayers first
followed by the medium. Considering their unique difficulties, small taxpayers are covered during the
last phase of implementation. Early adoption by large businesses creates peer-pressure for SMEs under
their supply chains, which can be leveraged by the RD to expand coverage. Moreover, it also allows the
market to discover a competitive price for El services, which further incentivizes SMEs to adopt El.
However, in Thailand, El was simultaneously rolled out for all businesses at a time when neither the
taxpayers nor the RD was prepared with the necessary infrastructure and training.

8. The main recommendations are as follows-

Short-term (1-2 years)

(i)

(ii)

(iii)

The E-tax division in RD should lead a cross-cutting team including officials from the Tax Policy and
Planning Division, Electronic Processing Administration Division, and Information Technology
Division. This will allow the E-tax division to take a holistic view of both the policy and implementation
issues related to El. E-tax division should be responsible for the implementation of El in a time-bound
manner.

The RD should invest in creating systems and processes that allow real-time tracking, monitoring and
control of transactions based on e-invoice data that it receives using advanced machine learning and
artificial intelligence techniques.

The existing ‘e-tax invoice by e-mail’ and ‘e-tax invoice & e-receipt’ schemes should be merged into
one scheme retaining all the features of ‘e-tax invoice & e-receipt’ scheme while removing the option
of sending an e-tax invoice in PDF form. This will help taxpayers in identifying and complying with a
single EI scheme. This will also ensure that all the businesses that register for El, irrespective of size,
face a common invoice standard and regulations for the generation and authentication of e-invoice and
its delivery to the RD. The new El scheme should include the following basic features —

116



(iv)

(v)

(vi)

a. E-tax invoice issuer should generate and deliver the e-tax invoice to the RD in real-time
immediately after its issuance in the prescribed standards established by ETDA. The RD should
validate the e-tax invoice in real time and insert a unique identifier (such as invoice reference
number) along with a time stamp on the validated e-tax invoice.

b. E-tax invoice issuer should receive the validated e-tax invoice with the RD’s unique identifier
in real time or instantly.

c. The electronic invoice standard for sharing with the RD should be XML.

d. Define e-tax invoice to be legally valid only if it has been pre-validated by the RD and bears a
unique reference number generated by the RD on receipt of XML-based invoice from the
taxpayer. Only pre-validated e-tax invoices should be allowed input tax credit.

e. Considering that international trade is an important driver for Thailand’s economy, the e-tax
invoice standard should conform to the internationally recognized PEPPOL standard which is
already quite popular in the world with its adoption in many countries including the EU, USA,
Canada, Singapore, Australia, Japan, Mexico, and India.

f. E-tax invoice issuer should share only the pre-validated e-tax invoice with the receiver.
However, the format of the invoice (PDF or XML) to be shared with the receiver of the invoice
(or buyer) can be as per agreement with the buyer. For instance, if the receiver is not able to
receive an XML invoice, the seller can share the PDF version of XML.

g. Consider introducing a simpler certificate (Class 3) with no token related, so it can be installed
in a computer or server and be used in a simple procedure and process to sign the documents.
These certificates are cheaper than the ones that need a token.

Adopt a phased approach to e-invoice expansion with an aim of achieving near 100 percent adoption
rate in the next 5-10 years. This time can be reduced based on the success in earlier phases of
implementation and the readiness of taxpayers.

In the first phase to be rolled out in the short term, El should be made mandatory for large VAT
registrants with paper-based invoices to become exceptions rather than the norm. The exceptions
may be laid down in the law based on genuine hardship or difficulties that are identified during
stakeholder consultations with large taxpayers. The steps are as follows:

a. Declare the intention to make the El scheme mandatory for large VAT registrants with
an annual turnover of more than 10 billion baht from a future date (preferably in early
2024).

b. Design and launch a pilot scheme before entering the mandatory phase for large
companies to test, deploy and refine the three channels of e-tax invoice delivery i.e.
Host-to-Host, Service Providers and Web upload. The design of the pilot scheme has been
discussed later in the report.

Declare the intention of covering businesses with turnover over 1 billion baht in the second phase
(preferably 1.5 — 2 years later in 2025). Beginning the second phase the number of VAT registrants
covered by the new scheme would increase from ~ 603 to ~ 5,638. However, it is expected that
before entering the second phase, the standards and delivery channels for e-tax invoices would have
stabilized in the first phase.
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(vii) El by SMEs should be mandated in the subsequent phases, but in a time-bound manner (i.e. 6-10
years). This will not only provide them sufficient preparation time but also provide the RD and the ETDA
sufficient time to develop robust low-cost solutions such as free web portals and offline utilities.

(viii) In line with the Government of Thailand’s vision to become a cashless society in the future, consider the
introduction of legal provisions that disincentivize cash payments by businesses. For example, not allowing
deductions for payments made in cash or cash equivalent (or by a mode other than banking channel)
exceeding a threshold of say, 10,000 baht, for any expenditure incurred for business.

(ix) Follow an open API policy to allow developers and service providers to test their software applications under
test conditions. This will help in creating a competitive market for service providers and application developers,
and bringing down the cost of service and applications.

Medium-term (3-5 years)

(x) Based on the success of Phase 1 of El implementation, declare the intention of covering businesses
with turnover over 200 million baht in the third phase (preferably 3 years later in 2025). Beginning
the third phase the number of VAT registrants covered by the new scheme would increase to ~ 21,516.
By the beginning of phase 3, all large VAT registrants would have been fully integrated into the scheme
and sufficient time would be available to the RD and the ETDA to prepare the ICT capacity to handle
the invoice volume expected in Phase 3.

(xi) Prepare for Phase 4 when all the VAT registrants with turnover above 20 million baht would be
covered (preferably 4-5 years later). Beginning the fourth phase the number of VAT registrants covered
by the new scheme would increase to ~ 100,000. These would also include several businesses from the
SME sector.

(xii) Develop and launch convenient solutions for SME businesses to generate invoices and deliver to the
RD, such as -

a. Web portal which enables taxpayers to create an account with the RD and issue an e-tax
invoice. Such portal will be useful for taxpayers who do not have an ERP or similar software.

b. Mobile cellular-based software solutions that allow SMEs to generate an e-tax invoice through
a mobile application. This makes use of high levels of internet and mobile penetration in
Thailand.

c. Offline excel based utilities for invoice generation including bulk invoices.
Long-term (6-10 years)

(xiii)Launch the subsequent phase of El by gradually covering all the VAT registrants including all the
businesses in the SME sector. It is expected that in 5 years, SMEs will get sufficient time to prepare
themselves before joining the e-tax invoice scheme. It is also expected that the market would have
sufficiently matured, and the cost of compliance would be significantly lower.

(xiv)Based on the success of El for B2B transactions, prepare for covering B2C transactions under El. It is
expected that by this stage the RD and the ETDA would be prepared to handle large invoice volume and
learnt important lessons that will be useful in the implementation of El for the B2C segment.
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INTRODUCTION

1.1 The World Bank has undertaken to provide technical assistance (TA) to the Government of Thailand
on extending electronic invoicing to SMEs. The aim of the TA is to support reforms that improve the efficiency
of tax administration, which in turn would improve voluntary compliance and make the investment climate more
conducive to SME development and growth.

1.2 This report aims to present an assessment of the current state of e-invoicing in Thailand based on the
information and evidence gathered during missions, including information and data received from the RD and
the ETDA. Based on the assessment, recommendations to strengthen the e-invoicing policy and implementation
framework have been made towards the end of the report.
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WHY DOES E-INVOICING MATTER?

2.1 The digitalization of business processes, such as invoicing, is a prime opportunity to improve the
competitiveness of enterprises by raising productivity and efficiency. Invoicing forms part of the trade process
between business parties and is one of several steps which make up the physical and financial supply chain and
the related information flows. The invoice is a pivotal document, whose digitalization generates savings, as well
as contributes to many other benefits along the supply chain. This can apply to both private and public sector
organizations, the latter being able to reduce fiscal pressures and promote efficiency throughout the economy
(Salmony, 2010).

2.2 El is a common B2B practice and has been part of Electronic Data Interchange®’ (EDI) transactions for
many years. The main weakness in adoption historically was cost. In the early days, EDI was relatively expensive
and resource-intensive to implement. It was the province of large organizations that could afford to invest in
the technology and mandate its use amongst trading partners. In addition, the electronic invoices would often
be in a format that was unique to the large organization. Factors such as the widespread adoption of EDI, the
growth of the Internet, and the range of options now available to exchange data mean that e-invoicing has
become affordable for all — from the smallest to medium and large size organizations. The Internet has enabled
the creation of web forms and web invoicing so that electronic invoice data can even be entered online.

23 The biggest push to El has come from the Governments around the world. Governments are
recognizing the economic benefits that e-invoicing provides through efficiency and productivity gains as well as
co-benefits in the form of improved VAT compliance, reduced compliance and collection costs of VAT and higher
levels of formality in the economy. Consequently, governments are driving e-invoicing adoption through
introduction of legal, regulatory, and structural reforms that leverage digital technology. More than 50 countries
around the world have already implemented e-invoicing, including European Union (EU) countries, and several
countries in Latin America and the Caribbean region (Barreix, 2018). Many more countries including Australia,
New Zealand, India, Saudi Arabia, UAE, and Egypt have adopted e-invoicing policy in the last few years and are
now in the process of rolling it out in a phased manner. In European countries, governments have led from the
front by digitizing the public sector and making B2G* e-invoicing mandatory. All of this has led to a wider
adoption of e-invoicing across different sized businesses, different industry sectors and different geographical
locations. Governments are also playing an important role in regulating and harmonizing the e-invoicing
standards.

24 With fast-growing digitalization of the economy and tax administration driven by the ideas of real-
time economy and real-time compliance, e-invoicing is only the tip of the iceberg. Governments worldwide
are experiencing huge benefits by mandating e-invoicing, and as the time between a transaction and tax
remittance shrinks with real-time compliance, it’s highly unlikely digital compliance developments will stop at
e-invoicing. The next step for tax authorities will be to broaden their digital transformation efforts to cover other
compliance documents, such as tax returns, audited financial statements, transport bills, and audit reports. The
digitalization of tax compliance, also known as e-compliance will aim to make the entire compliance workflow

40 Electronic data interchange (EDI) is the computer-to-computer exchange of business documents and information. Fundamentally, EDI is
a methodology. It’s a set of best practices, standards, processes, and technology that enables the free flow of information between different
businesses — specifically, different businesses within a single supply chain.

41 B2G means Business to Government transactions
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digital and real-time. Every document could become digital and be exchanged electronically in real-time with
any government or business. For instance, many countries including Romania, Peru, Brazil, and India have
introduced an e-Transport system that reports the physical movement of goods in the country, helping to
introduce digital reporting within customs and logistics.

2.5 Traditionally, invoicing, like any heavily paper-based process, is manually intensive and is prone to
human error resulting in increased costs and processing lifecycles for companies. Digitalization of the invoicing
process reduces transaction costs and increases accuracy and reliability. It also offers benefits to businesses
in their interaction with the Government, particularly for VAT compliance. As summarized in Table 2, there are
numerous benefits associated with e-invoicing for businesses, Government, and the economy. For businesses
there are real monetary gains associated with more efficient and reliable processes. It also facilitates cross-
border transactions as businesses can use international networks to send invoices overseas. By replacing more
cumbersome paper-based processes, e-invoicing provides multiple benefits to firms and the tax authorities
alike, including lower administrative and compliance costs, better integration of billing and payment systems,
and improved accuracy and information security. For tax administrations dealing with Value-Added Taxes (VAT),
e-invoicing also delivers real-time information that could be used to strengthen and automate compliance
checks (Bellon M. C.-N., 2022). Moreover, e-invoicing helps in reducing the cost of VAT compliance due to
automated pre-filling of VAT returns based on e-invoice data, and reduction in tax audits due to continuous
transaction control (CTC)*. It also helps in reducing the compliance gap in VAT collections thus contributing
towards a more equitable and fairer tax system.

Figure 1:Benefits of e-invoicing for business, government, and economy

BUSINESS GOVERNMENT ECONOMY

Reduction in processing costs Real-time information on business Reduced cost of VAT compliance

transactions can be used to through pre-filling of VAT returns
strengthen and automate

Reduction in payment times compliance checks
Reduction in tax audits due to

continuous transaction controls
Reduction in manual processing Improved fraud detection -
errors monitoring of fraudulent VAT

refunds arising from false input tax Network effect (when a critical
credit claims mass of businesses joins the e-

Secure and reliable Invoicing network) further brings
down cost of technology adoption

. Deterrence against tax evasion and compliance
Improved record keeping

Reduction in VAT gap Fairer tax system
Facilitate international trade

42 See Box 2 for fuller description of CTC under different e-invoicing model
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WHY SHOULD THAILAND CARE ABOUT E-INVOICING?

Thailand wants to be a Global Digital Leader in next 20 years

3.1 The launch of ‘Thailand 4.0’ in 2016, ‘Thailand Vision 2037’ in 2018, and ‘Thailand Digital Landscape
Development Plan’ in 2019 underscore the Government of Thailand’s commitment towards digital
transformation of the Thai economy and unlocking the country from several economic challenges including
“a middle-income trap”, “an inequality trap”, and “an imbalanced trap” by becoming an innovation-driven
economy. Thailand Vision 2037 envisions Thailand to become a developed country by 2037 based on strategies
that include a wide range of top-down initiatives, especially in infrastructure and people development, to

transform Thailand into a nation that can compete against wealthier, more knowledge-based economies.

Figure 2: Thailand's Vision 2037

Thailand’s Vision (2037)
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3.2 To realize the vision of becoming a developed country in 2037, Thailand 4.0 has identified several S-
curve®® industries to become the engines of high growth in Thai economy. "Thailand 4.0" takes a cue from the
concept of "Industry 4.0" aimed at transforming the country into an innovative, value-based industry, with an
emphasis on fields such as automation and robotics, aviation and logistics, biofuel and biochemicals, and digital
(Eastern Economic Corridor). The S-curve industries are being promoted under the Eastern Economic Corridor
(EEC) development plan, which, among other, prioritizes development of digital infrastructure and making
government services more accessible through e-government initiatives. Since all the S-curve industries are
technology driven, their development must go hand in hand with the development of digital infrastructure in
Thailand.

33 Thailand has recently entered the Phase 3 of the Thailand Digital Landscape Development Plan, which
is geared towards full digital transformation (Tortermvasana, 2022). It complements Thailand 4.0 by setting
milestones for development of digital infrastructure in four phases and envisions Thailand to become a global
digital leader in next 20 years.

Figure 3: Thailand Digital Landscape Development Plan

—i Digital Digital Thailand I: o Digital Thailand <t Global Digital
3 Foundation: Inclusion g I1: Full g Leadership

@© Thailand invests and All sectors of E Transformation E Thailand becomes a
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L

Source: The Policy and National Plan on Digital Development for Economy and Society

3.4 In the context of the strong commitment of the Government of Thailand towards digital
transformation leading to the emergence of Thailand as a global digital leader, it is imperative that all the
sectors of the economy including the public and private sector and the Government must digitalize their
business processes. Thus, wherever possible the physical or paper-based processes should be automated and
digitalized both within the organization as well as in interaction with Government or between businesses and
individuals. Electronic filing of tax return, electronic payments, electronic banking, and electronic invoicing are
important pre-requisites for a digital economy.

43 Thai government had put great deal of effort to support key industries during the last decade. These industries were a traditional growth
engine of Thai economy and was defined as the first “S-Curve”. Although the policy implementation was relatively successful, Thailand
remained at the middle-income country group. At the same time, those S-Curve industries had become maturing. Thailand had to search
for a new group of innovation-and-technology based industries to be a new growth engine. This arrived at the current stage of Thailand's
industrial evolution which was called the new “S-Curve” and passed dynamic challenges to the business sectors (Wisanut Banmairuroy,
2022).
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Figure 4: Components of Digital Economy
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3.5 With the implementation of EEC plan, the nature and scale of businesses in Thailand is set to change
with growth in high-tech industries like automation and robotics, aviation and logistics, biofuel and
biochemicals, and digital. Therefore, it is paramount that Government of Thailand facilitates a conducive
business environment, which encourages businesses to embrace modern technologies for their own operations
as well as for their interaction with their stakeholders and the government. Also, it calls for the government to
digitalizing its own systems and processes in a transformative manner to facilitate compliance and provide
hassle-free experience to the businesses and taxpayers.

Thailand wants to be a ‘cashless’ society

3.6 Thailand has a large informal economy and payment transactions are predominantly made in cash.
Based on a survey** on people’s payment behavior in 2017, the Bank of Thailand (BOT) found that 80 percent of
all digital payment transactions were derived from only 30 percent of the subjects, and 93 percent of all payment
transactions are made in cash (Bank of Thailand, 2018). The reasons that most people used cash were that they

44 |n 2017, the BOT conducted a nationwide survey on people’s payment behavior among 10,805 subjects, both in and outside urban areas.
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are familiar with cash and felt that it is easier to use or are unaware that there are costs in using cash. Moreover,
most lacked knowledge and understanding of digital payment.

3.7 With the creation of the National e-Payment Master Plan*® in 2015 followed by the introduction of
PromptPay in 2016 and PromptBiz in 2022, the Thai government launched a massive drive against cash
economy and creating an ecosystem where people and businesses in Thailand are incentivized to change their
behavior and switch from cash-based payments to electronic payments. Over the past few years, the Thai
payment system has advanced tremendously due to the cooperation among payment system providers,
government agencies, and the regulator, the BOT. The collaborative efforts in planning and driving policies to
promote digital payments have led to various digital payment services, such as PromptPay services, Smart
Financial and Payment Infrastructure for Business, and cross-border payments, and fund transfers. Thai digital
payments have increased fivefold in the last five years, from 63 times per person per year in 2017 to 312 times
per person per year in 2021 (Bank of Thailand, 2021). The COVID period also catalyzed the growth in electronic
payments in Thailand as many people switched to digital payment systems during the lockdown period. The
creation of digital payment system infrastructure has been complemented with high 5G services penetration
rate in Thailand, which has enabled high growth in mobile-based payments.

Figure 5: Growth of digital payments in Thailand
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3.8 Expansion of e-invoicing in Thailand will complement Thai government efforts to become a cash-less
society in future. E-invoicing creates strong disincentives for businesses to remain in the cash economy due to
significant cost-savings from a more efficient system with reduced risks associated with handling cash, and

4 The National e-Payment Master Plan is a national strategy created by the Ministry of Finance and the BOT, in cooperation with related
government and private entities, in 2015 in order to push the development of payment infrastructures and to promote the use of electronic
payment services in all sector. The plan consists of five important projects: (1) the PromptPay project, (2) the card usage expansion project,
(3) the e-Tax and e-Document systems project, (4) the Government e-Payment project , and (5) the literacy and promotion project.
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informality (such as corruption, high cost of borrowing, higher likelihood of defaults), and access to formal
channels to secure financing for working capital requirements as well as capital expenditure.

E-invoicing can benefit Thailand’s SMEs

3.9 SMEs form the bulk of firms in Thailand and account for more than 35 percent of GDP (Bank of
Thailand, 2018). In a study by ADB* (2018), SMEs account for 99.8% of all firms in Thailand. More than 99
percent of all firms are small with only about 21,000 that are medium or large. One of the most significant
challenges faced by SMEs is access to short-term financing to give continuity to their business processes. The
shortage of these short-term loans makes companies run out of liquidity which can have a major impact on
performance and economic growth. Large companies have greater access to bank loans because of their large
revenues. Small companies find it much more difficult to receive these loans since their business volume does
not meet banks’ expectations to issue a loan. In the case that loans are authorized the interest rates can be
unaffordable. This cuts into margins and impacts business continuity. The limited access to credit creates major
obstacles for small and medium companies attempting to expand their operations.

3.10 E-invoicing will particularly benefit the small and medium sized businesses (SMEs) in Thailand. Early
payment bill discounting and supply chain finance capabilities offered by e-invoice networks are delivering
tremendous strategic benefits around working capital improvements. Since e-invoices are validated by the tax
authorities, it can be used by SMEs to make use of factoring services to receive faster payments as well as short
term business loans. Moreover, the evolution of cloud-based Software-as-a-Service (SaaS)*’ models has
significantly lowered the upfront cost of implementing automated solutions and reduced the hassle of owning
an ERP software and maintaining them. This will significantly reduce the cost of compliance for SMEs.

Box 4: Benefits from e-invoicing in accessing finance by SMEs

SME’s today are still facing the cash squeeze that affected them during the recent banking crisis. Many are caught
in a triangle where customers are taking longer to pay, vendors demanding earlier payment, and banks are
tightening credit rules and availability. Good credit information is the key component for a lender to assess the
risk and return of lending to a business. Visibility into the viability of a borrower is dependent on both historical
and predicative measures. Publicly available resources for small private companies have minimal financial
information. In the US, credit-scoring agencies rely mostly on self-reported data from privately held SME’s. In
other countries, such as the UK, government agencies such as Companies House receive electronic company
filings and often furnish historical information of those companies publicly. However, this is generally insufficient

46 Korwatanasakul, U. and S. W. Paweenawat. 2020. Trade, Global Value Chains, and Small and Medium-Sized Enterprises in Thailand: A
Firm-Level Panel Analysis. ADBI Working Paper 1130. Tokyo: Asian Development Bank Institute. Available:
https://www.adb.org/publications/trade-global-value-chains-and-sme-thailand-firm-level-panel-analysis

47 Software as a service (or SaaS) is a way of delivering applications over the Internet—as a service. Instead of installing and maintaining
software, you simply access it via the Internet, freeing yourself from complex software and hardware management. SaaS applications are
sometimes called Web-based software, on-demand software, or hosted software. SaaS applications run on a Saa$S provider’s servers. The
provider manages access to the application, including security, availability, and performance.
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data to support credit decisions. SME finance is locked in a cycle where limited financial clarity yields more
stringent risk provisions, higher application rejections, and subsequently declining demand for credit. Altering the
risk profile of the SME is the key to unlocking lending. Fortunately, a large portion of the information required is
readily available in the transactions occurring in electronic B2B networks today. Demand for new financing
schemes and alternatives to bank lending for small and medium sized business (SME) is growing. These calls are
coming from both governments and businesses. Given the current perceptions of many businesses about their
banking relationship, the willingness and openness to investigate new nonbank alternatives is gaining acceptance.
Most small and medium sized businesses (SME) are reliant on a single source of finance, predominantly bank
lending. Traditionally this lynchpin relationship has strengthened the growth of businesses and economies.
However, the last banking crisis has altered these associations with businesses drastically. In many cases SME’s
lost their lines of credit, had them reduced, or more predominantly, lost any access to new credit. Lenders are
facing dual pressure from governments to lend more to small businesses, while facing stringent capital adequacy
requirements on risk weightings for SME loans. Many lenders point to low quality credit information and lack of
structure as the fundamental reason for SME risk and as a barrier to lend. The inevitable growth and evolution of
electronic invoicing and B2B networks has brought attention to new methods and visibility for lenders. Like any
new and evolving ecosystem, this rapid growth in real time B2B transaction networks will give rise to a new
generation of services better adapted to the new environment. Many of these services will simply be an evolution
of current services delivered more effectively. Other services will be based on a new generation of innovative
applications previously not possible in the paper-based world.
B2Bnetworksprovideanopportunitytoestablishbetter risk models, better standards, and better common
terminologies for SME risk modeling. More accurate risk models will, in turn, have a beneficial impact on current
banking reserve requirements. There is an increasing opportunity for banks and other lenders to effectively utilize
the data and capital available within e-invoicing B2B networks. Emerging services focused on credit information
derived from B2B network transactions are exploiting this data flow with the main purpose to increase lending by
lowering risk and increasing cashflow visibility.

Source: https://www.smefinanceforum.org/sites/default/files/post/files/457717_unlocking_sme_lending_with__e-invoicing_1.pdf

E-invoicing can boost Thailand’s VAT performance

3.11 Thailand collects lower VAT (3.7 percent of GDP) than the average VAT collection by countries in the
EAP region (4.6 percent) as well as the world (6.4 percent). Value-Added Tax (VAT) has been implemented in
Thailand since 1992. Though the standard rate is 10 percent, it is currently reduced to 7 percent until 30
September 2023 (unless further extended by the government).
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Figure 6: Benchmarking tax performance of Thailand

Tax Type:Thailand-East Asia & Pacific-World(2020)
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3.12 When compared to other countries with similar level of economic development (measured in terms
of GDP per capita), Thailand’s VAT collection is lower than many countries like South Africa (6.2 percent),
Paraguay (4.9 percent), Peru (5.9 percent), and North Macedonia (7.2 percent). Thailand’s tax effort*® is quite
low (0.31) as it collects far less that its tax potential®® (11.9 percent) when compared with the best performing
country with a similar level of economic development (measured in terms of GDP per capita), and trade
openness.

48 Tax effort is defined as the ratio of actual collection to tax potential

48 Tax potential is the tax collection by the best performing country with a similar economic structure as measured by Stochastic Frontier
Analysis in which the potential (tax capacity) of a country is calculated by using the Stochastic Frontier Analysis module from
Stata (https://www.stata.com/manuals13/rfrontier.pdf) controlling for per capita GDP and the openness.
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Figure 7: VAT performance and VAT potential in Thailand
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3.13 One of the main reasons for low VAT collection in Thailand, besides a low standard rate of 7 percent,
is the existence of a large shadow economy. In a study by the IMF (Leandro Medina, 2018), which defines
shadow economy as economic activities which are hidden from official authorities for monetary, regulatory, and
institutional reasons, it has been estimated that the average size of shadow economy in Thailand during the
period 1991-2015 is 50.63 percent. It may be seen from the chart below that the shadow economy in Thailand
is bigger than the average size of shadow economy (during 2010-15) of 21.24 percent in East Asian countries
and 36.16 percent in Sub-Saharan Africa. Thus, the government is losing out on VAT revenue on a large part of
value addition in Thai economy.

Figure 8: Size of Shadow Economy by region
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3.14 Electronic invoicing can help Thailand increase its VAT collection by improving voluntary compliance.
E-invoicing plays an important role in lowering the cost of compliance for taxpayers as their tax returns can be
easily pre-filled using the invoice level data shared with tax authorities. Moreover, it may also lead to a reduction
in audit rates as the errors on part of taxpayers in calculation of VAT liability or filing of return as well as on part
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of tax authorities are mitigated to a large extent. A recent IMF study on e-invoicing in Peru finds that actual e-
invoicing adoption by firms increased their reported value-added, VAT liabilities and VAT payments by over 10
percent (Bellon, et al., 2019).

3.15 Electronic invoicing can help Thailand in controlling VAT evasion through collection of invoice level
data in real-time which enables the tax authorities to conduct continuous transaction control. Traditionally,
to verify the correctness of VAT liability (based on whether the taxpayer has correctly applied the rate, claimed
exemption, or input tax credit) tax authorities were completely dependent on the information provided by the
VAT taxpayers in the VAT return. Further, due to the lag between the generation of invoice and filing of tax
return, taxpayers can remove some of the invoices and suppress their VAT liability (mostly in B2C transactions).
E-invoicing deters such practices as the taxpayers must share the invoice with the tax authorities in real time
leaving them with no time to manipulate their books of accounts.

Box 5: Indirect tax gap and Continuous Transaction Controls

Indirect tax fraud and evasion is a significant problem for the majority of governments around the world.
According to the Economic Commission for Latin America and the Caribbean, the cost of tax non-compliance in
the region was estimated to USS$340 billion in 2015. According to the Taxation and Customs Union Directorate
General of the European Commission, the estimated EU VAT gap in 2018 was €140 billion. However, recent figures
forecast a potential loss of €164 billion in 2020 due to the effects of the coronavirus pandemic on the economy.
All governments are examining approaches to bring these gaps under control. Continuous Transaction Controls
(or CTC) according to the International Chamber of Commerce (ICC) enable law enforcement agencies such as tax
administrations, to collect data associated with business activities that are relevant to the exercise of their
function. Such data is obtained directly from business transaction processing and/or data management systems,
in real-time or near-real-time. CTC addresses the inefficiencies that have always characterised the use of
retroactive (hereinafter called ‘post’) audit, where auditors can only obtain visibility of a transaction long after its
conclusion and exclusively rely on data stored by the entities whose activities they seek to audit. CTC removes
this dependency on a ‘static’ approach that is based on an evaluation of historical evidence ledgers by a tax subject
by making it possible for a tax administration to gather relevant business information in the form of a dynamic
business transaction ledger, comprising authenticated transaction source data. While CTC models differ from one
another, sometimes significantly, the common denominator is that a defined transactional document, such as a
VAT invoice (or a subset thereof) must be communicated: (1) in a predefined format (2) utilising a predefined
infrastructure(s) (3) without additional manual intervention (4) in real-time or near-real-time. The introduction of
CTC has grown significantly on recent years, and this trend highlights the need to identify which CTC model is the
most optimal and balanced. Already, governments in Europe, Asia, Australia and New Zealand utilise the Peppol
Business Interoperability Specifications (BIS) and the Peppol Network to receive millions of electronic invoices
from businesses (B2G), as well as enabling businesses to invoice each other electronically (B2B). This provides
considerable benefits for buyers and sellers. The Peppol approach also provides a solid foundation for
governments to implement digital controls to simultaneously prevent loss of tax revenues and further increase
business efficiency.
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METHODOLOGY

4.1 The WBG assessed the current state of electronic invoicing in Thailand through

(a) Interactive workshop attended by OPDC, RD, ETDA, BOT.

(b) Discussion with senior officials in RD, responsible for e-tax invoice.

(c) Discussion with officials from ETDA; and

(d) Interviews with a wide range of external stakeholders, including large and small businesses,
providers of accounting packages, industry associations, and advisers to taxpayers.>®

4.2 A workshop was organized in Nov, 2022 to present experiences from countries that have successfully
implemented e-invoicing. The workshop was attended by officials from the Revenue Department (RD), ETDA,
Bank of Thailand (BOT), and Office of the Public Sector Development Commission (OPDC). Subsequently, World
Bank mission visited Thailand during September-October 2022. During the mission, interviews were conducted
with officials from the RD, and the ETDA as well as other private sector stakeholders including taxpayers such as
Thai Bankers' Association (TBA) and Metropolitan Waterworks Authority, e-invoice service providers, accounting
software providers, the Association of Thai Software Industry (ATSI). Another WB mission was organized during
December 2022. During the mission, meetings were held with the officials of the RD and the ETDA to discuss the
technical aspects of e-invoicing.

50 A summary of the stakeholders consulted is provided in Annex 2.
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Table 1: Theory of Change within the Scope of this TA and long-term outcomes of the reform efforts

Activities

Review of international best practices
Identification of key policy
considerations

Review the current policy and legal
framework for e-invoicing in Thailand
Gather law and notifications issued in
relation to e-tax invoice

Gather data related to VAT

registrations, VAT revenue, volume of

invoices, e-filing, e-tax invoices

Interactions with the officials of RD,
ETDA, BOT

Interactions with stakeholders
including SMEs, industry associations

SWOT analysis

= |dentify strengths of the current
system based on the current
policy  landscape including
national plans and strategies for
digital transformation

Identify weaknesses that act as
barriers to expansion of e-
invoicing

= Legal barriers

= Technical barriers

= Financial barriers

= Cognitive barriers

Identify opportunities for the
Thai economy because of e-
invoicing expansion

= |dentify threats to the Thai
economy in the light of existing
challenges like informality, low
VAT collection and
competitiveness of businesses

Recommendations

Outcomes

= Address barriers by —

= strengthening legal framework for
e-invoicing and providing
incentives for expansion

= providing a level playing field to all
businesses and service providers
for e-invoicing for access to e-
invoicing solutions and delivery
channels

= |owering cost of compliance and
awareness building

roadmap  for
in the

L] Implementation
expansion of e-invoicing
medium to long term

= Framework for piloting e-invoicing

Efficiency and Equity gains for the
Thai economy

Improved revenue collection including
VAT revenue

Transition towards Cash-less economy

Benefits for SMEs from efficiency gains
and access to working capital through
bill discounting
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INTERNATIONAL EXPERIENCE

5.1 Reforms that paved the way for e-invoicing adoption began in the EU and Latin America in the early
2000s. In the EU, e-invoicing was introduced in public procurement whereas in Latin America, e-Invoices were
made a basis for VAT compliance. Two kinds of models have clearly emerged — the EU model with ‘post-audit’
and the Latin American model with ‘clearance’ system of invoice validation.

52 Based on the experience of countries in the EU, Latin America, and some other countries in Central
and South Asia, some of main policy considerations for the Government while deciding e-invoicing policy are

a. Choice of model (please refer Annex | for detailed explanation)
i. POST-AUDIT MODELS
ii. Interoperability model (EU countries, Singapore, Australia)
iii. Real-time invoice reporting model (Hungary, South Korea)
b. CLEARANCE MODELS
i. Centralized exchange model (lItaly, Kazakhstan, Turkey)
ii. Clearance model (Brazil, Chile, Colombia, Mexico, Peru, India)
c¢. Coverage —B2G, B2B, B2C transactions
d. Mandatory vs Optional
e. Phased vs Immediate roll out
Table 2: Post-Audit and Clearance system of e-invoicing

Clearance Model

Post-Audit

imposes traditional periodic tax reporting obligations,
which transfer data to the tax administration after invoice
has been issued and sent by the seller to the buyer.

There is a delay—between transaction and reporting—
which makes it hard for tax authorities to detect suspicious

requires businesses to issue invoices in a machine-readable
format and have them validated by tax administrators or
outsourced providers, before sending them on to customers
provides tax authorities with visibility into a transaction
nearly as soon as it occurs and before the invoice is issued to
the recipient.

transactions or tax under-reporting in a timely manner.

5.3 El systems can be either voluntary or compulsory for firms. Though it might seem like good practice
to introduce an optional electronic invoicing system during a long period in which taxpayers can voluntarily
choose to join the system, international experience shows that these systems are only consolidated when they
are made mandatory. While there might be some objections that arise when the projects start, it is apparent
that the use of electronic invoicing systems has been well received by taxpayers, even when its use is mandatory
(CIAT, 2018).

5.4 Voluntary systems are typically used as a tool to improve business operations (such as in Australia
and New Zealand), while mandatory systems are used as a part of a country’s tax-reporting system (such as
in Chile and other countries in Latin America). This latter category of tax-focused countries see El as a key tool
to battle the “value-added tax gap,” where cash payments without receipts, fraudulent invoicing, and other
activities lead to reduced tax collection. Therefore, El offers tremendous potential benefits for tax control, as
the accumulation of invoices of credits and debits for a taxpayer—contrasted with the periodic tax returns—
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creates an assessment and control capacity far beyond traditional tax practices. The traditional sampling of
invoices as part of verification and scrutiny processes becomes obsolete when a country’s administration system
has an electronic record of all the documents. Digitalization allows tax authorities and other firms to use data
analytics to uncover complex business relationships that they can use to trigger audits if necessary (IDB, 2018).

Table 3: Steps in roll-out of e-invoicing (El)

1.  ElPilot Project, the objective was to test with a reduced group of taxpayers the operational aspects of
the transactions. These transactions were between taxpayers and with the Tax Administration.

2.  Definition of Taxpayers Services, the basic service with El was setting up a micro website to provide all
the information necessary to develop the El, and a very significant service, was to provide a module
where the taxpayer could verify the validity of the EI.

3. Developing an El market, inviting software providers to develop El solutions such as: services on the
web, out of the box software, Software as a Service on taxpayer’s premises, etc.

4.  Provide a free portal on the Tax Administration’s website for SME.

5.  Designing the processes to provide information for the control activities by the Tax Administration, such
as: building the sales and purchase ledgers, the prefilled VAT return, the cross examination of the
ledgers and returns.

6.  Making the El Mandatory. After several years of continuous operation, Tax Administrations promoted
through the Government the laws making the El mandatory with a schedule that lasted from 4 to 5
years.

5.5 The ‘clearance’ model has emerged as the preferred choice in countries with high levels of VAT gap
and informal economy. The clearance model allows the tax authorities in such countries to deal with tax evasion
through tighter control and monitoring. For these reasons, even in the EU, some countries including Italy,
Poland, Portugal, and Slovenia have moved to a ‘clearance’ model to address the challenges related to VAT
compliance. France, too, is also planning to join this group in 2024. Based on the data of 68 countries in the
world that have adopted an e-invoicing framework, the regional distribution of countries that follow post-audit
and clearance systems is shown in figure 9. Over 60% of countries have adopted the post-audit model, which is
the preferred model in the EU. However, in Latin America, Asia and SSA, the clearance model is preferred over
the post-audit model.
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Figure 9: Regional distribution of e-invoicing models adopted by countries
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5.6 Most countries have covered B2G and B2B transactions in their e-invoicing policy whereas very few
countries (including Albania, Brazil, Italy) cover B2C transactions. In EU countries, e-invoicing mostly covers the
B2G transactions for public procurement. This was possible because over the past few decades, countries in EU
have invested considerable resources in e-Government, which is reflected in their high e-Readiness index>?
(Germanakos, 2007). Public procurement can therefore be a good starting point for introducing e-invoicing if
the e-Government is already at an advanced level of development. In Latin America too, Governments invested
heavily in e-Government, which is evident from the fact that e-invoicing was led by Argentina, Brazil, and Chile
in early 2000s. However, in these countries the coverage of transactions was based on VAT law. Thus, all invoices
that were issued for taxable goods and services covered by VAT were required to be e-invoices. Generally, it is
seen that countries with high levels of VAT gap and informality have started with B2B transactions which attract
VAT for better monitoring and control of input tax claims.

51 Source: UN Global eGovernment Report 2005
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Figure 10: Countries with mandatory B2G e-invoicing Figure 11: Countries with mandatory B2B e-invoicing
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For B2C, volume of transactions is much higher than B2B, requiring more technological (transactional) capacity
for both taxpayers and tax authority. This could become more challenging for B2B and B2C transactions in
remote and economically disadvantaged areas that might have limited connectivity and deficiencies in
telecommunications infrastructure. Moreover, most case of fraud occurs in B2B invoices as no Input Tax Credit
is involved, in the case of B2C transactions the risk is the omission of the El or receipt in the sale to the final
consumer, where the seller will use al the Tax credit of the purchases and will declare fewer debts in its sales,
harming the VAT collection. Therefore, the tax authority needs to have the capacity in detecting and handling
fake invoices and the sub-declaration of sales to final consumers.

5.7 Most countries have rolled-out mandatory e-invoicing in a phased manner starting with the largest
businesses and gradually covering the SMEs in a time-bound manner. International experience has shown that
e-invoicing adoption rates remain low unless e-invoicing is mandatory. For instance, in the EU adoption rates for
B2B transactions for which e-invoicing is optional was only about five percent in 2017 (Pappel, 2017). Figure 10
and 11 show the distribution of countries based on whether the e-invoicing system for B2G or B2B is mandatory
or optional. Most countries in West Europe, LAC, and South Asia have mandated e-invoicing in B2G. Similarly,
B2B is also mandatory in all LAC and South Asian countries. Phased roll out of e-invoicing in some of the countries
may be seen in Annex 3.
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Box 6: E-invoicing and SMEs

Strategies that aim to cover the SMEs in El must consider unique difficulties that they might face in adoption of e-invoicing. SMEs have
special uniqueness with special needs, knowledge and resources when introducing e-invoicing (Fillis, 2004). Ballantine, Levy and Powel
(Ballantine, 1998) and Hansemark (Hansemark, 1998) find that SMEs have:

Lack of business and IT strategy
Limited access to capital resources
Influence of major customers
Limited information skills

NENENENEN

The owner/manager apply a high degree of locus of control in decision making (Sandberg, 2005).

Small businesses are more likely to adopt IT when the CEOs are more innovative, have a positive attitude towards adoption of IT, and
possess greater IT knowledge (Thong, 1995). Steffi Haag (Haag, 2013) in a Germany based study find that managers of SMEs apparently
do not know how to implement e-invoicing in their companies or which e-invoicing solution to select from which provider. That is why
they may even be not able to assess the effort that emerges when switching from the paper-based to the electronic invoicing process
and therefore, they may overestimate the investment necessary for the implementation. Since taxpayer education and awareness
building is a public good, the role of Government in extending e-invoicing to small businesses becomes even more important. Most
countries that have adopted e-invoicing have taken steps to allow low cost or no cost access by SMEs to e-invoicing services. In a study
based in Sweden, Sandberg et al (Karl W. Sandberg, 2009) find that customer pressure for e-invoicing works well for SMEs. Many
countries have adopted a phased roll out beginning with large businesses, which in turn creates pressure on their small and medium
sized suppliers to adopt e-invoicing.

Research on Peru’s e-Invoice system (Bellon M. C.-N., 2019) finds that e-invoicing increases reported firm sales, purchases and value-
added by over 5 percent in the first year after adoption. The impact is concentrated among smaller firms and sectors with higher rates
of non-compliance, suggesting that e-invoicing enhances compliance by lowering compliance costs and strengthening deterrence.

5.8 Delayed implementation of El would imply forgoing potential benefits El can bring to Thai economy.
Experience from Latin American countries, namely Argentina, Brazil-Sdo Paulo,Ecuador, Mexico and Uruguay,
has shown that El has had a positive impact on improving collection and control. That is, e-invoicing increases
reported sales and earnings, and raises the tax take.>?

52 https://www.ciat.org/Biblioteca/Estudios/2018 FE/2018 Electronic invoice summary BID CIAT.pdf
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CURRENT STATE OF E-INVOICING IN THAILAND

6.1 Thailand introduced a voluntary e-invoicing scheme for the first time in 2012 covering only the large
companies with a paid-up capital of more than 10 million baht. In 2017, a new scheme was introduced to
replace the 2012 scheme. This scheme too was voluntary and leaves it purely at the discretion of the taxpayers
to transfer electronic invoices to the RD. It covered all VAT registrants and introduced a dual regime — a simple
regime ‘e-tax invoice by email’ for small taxpayers with annual turnover of less than 30 million baht and ‘e-tax
invoice and e-receipt’ for remaining taxpayers. The invoice received by the RD under the former scheme is in
fact not an e-invoice but merely an electronic copy of tax invoice. This option was introduced with the intention
of helping small and medium VAT registrants to become familiar with electronic systems and get ready to fully
use the e-tax invoice and e-receipt system in the future. However, the invoice received under the latter scheme
must pass the rigor of rules established by the RD and the ETDA.

6.2 During the past 6 years, the 2017 scheme has undergone several changes, which mainly relate to the
service providers who are recognized and registered by the RD as intermediaries between itself and the VAT
registrants for transfer of e-tax invoices, authentication protocols for e-tax invoices, and the channels for
transfer of e-tax invoices and e-receipts to the RD. Government of Thailand has also taken several steps to
incentivize the taxpayers to opt for the scheme, which include providing super-deduction of 200 percent related
to expenditure incurred by taxpayers on purchase and set-up of IT equipment needed for issuing e-tax invoices,
and granting registration to many service providers who can facilitate VAT registrants.

6.3 However, despite the steps taken by the government to incentive the scheme, the e-tax invoice
scheme has witnessed a poor uptake of 0.4 percent in the last 6 years. As per the latest data received from RD,
only 2615 out of 6,58,836 VAT registrants have opted for the scheme. Out of 2615 taxpayers, 926 use the ‘e-tax
invoices & e-receipts by email’, which is not an e-invoice scheme in its true form. Thus, only 1,689 taxpayers use
‘e-tax invoice & e-receipt’ scheme, which is closer to the e-invoicing though lacks all its features. The true
features of e-invoicing are shown in box below.

6.4 Notably only 441 large taxpayers have opted for the scheme even though there are over 5,600
taxpayers with annual turnover of more than 1 billion baht. Large taxpayers are expected to be the largest
beneficiaries of e-invoicing as they generate a large volume of invoices and receipts. They are also expected to
be highly digitalized due to the sheer size and scale of their operations. This indicates that the current scheme
has neither worked for the SMEs nor the large businesses.

Box 7: What is E-invoicing?

Electronic invoicing (e-invoicing) is the exchange of the invoice document between a supplier and a buyer in an integrated electronic
format. However, to qualify as an e-invoice it is not enough for an invoice to be in electronic format such as a pdf or a word or excel
document. The true definition of an electronic invoice is that it should contain data from the supplier in a format that can be entered
(integrated) into the buyer’s Account Payable (AP) system without requiring any data input from the buyer’s AP administrator. The
international norm is that the electronic invoice should be in an xml format.
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Figure 12: Electronic Invoicing

Buyer
\

\|

-“' N '

SEND INVOICE via RECEIVE INVOICE

o Web-based Form or ® Directly into AP System
* Directly from AR System

Source: https://www.einvoicingbasics.co.uk/what-is-e-invoicing

For a tax invoice to qualify as an e-invoice it must also pass the legal test. In countries that have passed a legislation or a regulation to
mandate the use of e-invoice in business transactions and making it a basis for VAT compliance, the definition of e-invoice must also take
into consideration the requirements of such law or regulation. For instance, in India, for an invoice to qualify as an ‘e-invoice’ it must be
prepared in accordance with the Notification No.73/2020 dated Oct 1, 2020, passed under the Central Goods and Services Tax Act, 2017,
which deals with the VAT administration in India. The invoice must bear an Invoice Reference Number (IRN), which is required to be
obtained by the issuer or seller by uploading specified particulars of invoice on the Common Goods and Services Tax Electronic Portal,
within thirty days from the date of such invoice. The invoice must conform to the e-invoice schema (standard format notified separately)
and have the mandatory parameters. Currently, the e-invoicing law covers only the B2B transactions and is mandatory for businesses
with a turnover of over INR 200 million (but not optional for others). Similarly, in Italy, e-invoice must conform to the standards and the
format adopted as per article 21, paragraph 1, of Presidential Decree 633/72. The invoice must be submitted through Sistema di
Interscambio (SDI), a Government-owned exchange system, in an XML (eXtensible Markup Language) file, according to the format of the
FatturaPA, which is the only one accepted by the Exchange System.

Legal framework

6.5 E-invoicing in Thailand is governed by the 2017 regulation ‘The preparation, delivery, and storage of
e-tax invoices and e-receipts B.E. 2560’ dated 19 June 2017 (PwC, 2017). It provides an option to VAT registrants
with annual turnover of less than 30 million bahts to register under ‘e-tax invoice by email’ scheme and deliver
an electronic copy of the tax invoice (PDF/A3 format) to the ETDA for timestamping by e-mail. The remaining
VAT registrants with annual turnover of more than 30 million bahts have the option to register under the ‘e-tax
invoice and e-receipts’ scheme under which electronic invoice must be delivered to the RD in XML format
following the ETDA Recommendations on ICT Standards for Electronic Transactions. Four delivery channels
including web-portal were available to taxpayers.

6.6 In 2019, vide notification (No. 15) B.E 2562 (2019), which replaced earlier notifications, the number
of channels for delivery of e-tax invoices and e-receipts to RD were reduced by removing the web-portal as
one of the channels. Web-portal was aimed at facilitating the small corporations that do not have ERP or similar
software to issue e-tax invoices and e-receipt. Though the reasons are not clear, it appears that the portal was
either under-utilized or was not effective. Currently, only three channels are available to taxpayers who have
registered under the e-tax invoice & e-receipt scheme.
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1. Host to Host — The enterprise must be under the supervision of the Large Business Tax Administration
Office (LTO) and issue at least 500,000 tax invoices per month. The enterprise must have its data
transmission system with the Revenue Department.

2. Service provider (SP) — All enterprises can appoint a service provider as an agent to transfer the e-tax
invoice and e-receipt data to the Revenue Department on their behalf. However, enterprises that
appoint a service provider as well as the service provider itself must notify the Revenue Department
about the appointment.

3. Upload file — by all other enterprises using an in-house software or external software that generates e-
tax invoice and e-receipts

6.7 As per data shared by RD, only 9 companies use host-to-host delivery channel. There are 766 taxpayers
who use SPs and remaining use web upload to deliver the e-tax invoices. Moreover, while the Key differences
between two schemes are shown in table below.

Table 4: Comparison of E-tax invoice by e-mail and E-tax invoice & e-receipt schemes

Feature e-tax invoice by email e-tax invoice & e-receipt

Status of invoice issuer Individuals or companies registered under section 77/1 (6) of the Revenue Code

Eligibility (Annual turnover) Less than or equal to 30 mn baht More than 30 mn baht

Mandatory / Optional Optional Optional

Coverage Tax invoice Tax invoice, tax receipts#, tax invoice summary,

debit note, credit note

Invoice format / standard PDF / a3 with XML embedded XML
Transaction type B2G, B2B B2G, B2B
Invoice authentication None Digital signature

1. Host to Host

Delivery channel E-mail 2. Service provider
3. Web upload

Format for buyer As agreed with buyer*

Timeline 15 days following the end of month in which tax invoice is issued

# tax receipts include deemed tax invoices on which VAT is collected by the customs or excise authorities and invoices on which the buyer collects tax under reverse charge mechanism

* In case the buyer wishes to receive e-Tax Document in paper format, the e-Tax Document issuer is required to print out e-Tax Document which contains the clause specifying that “This
document is electronically prepared, and the information thereon is electronically submitted to the Thai Revenue Department” and deliver it to the buyer.
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6.8 Currently, the market for SPs is quite small as there are twenty registered SPs which compete for
business from about 766 businesses that have opted for e-tax invoice & e-receipt scheme. Service provider is
an intermediate between the e-Tax invoice issuer and the RD. Subject to the conditions to be prescribed by the
Director-General of the RD, the e-Tax invoice issuer may appoint a SP to prepare, deliver and store e-Tax invoice
on his behalf. The qualified service providers will be allowed to transfer the information of e-Tax invoice on
behalf of the e-Tax invoice issuer directly to the RD via the information transfer system which is connected to
the RD’s system. The qualified service providers must have a support system to provide advice and assistance
to the e-Tax invoice issuers in accordance with conditions and qualifications prescribed by the RD.

Box 8: Qualifications to register as E-tax invoice Service Provider in Thailand

1.  Alegal entity established under Thai law, registered for VAT under Section 77/1 (5) of the Revenue Code, with a paid-up
capital of not less than THB 50 million.

2. Norecord of having used or issued forged tax invoices or issued illegitimate tax invoices with the intent of avoiding tax.

3.  The board or authorised person has no prohibited characteristics, e.g. being in receivership, previously declared bankrupt
and not free from bankruptcy for more than two years or previously imprisoned on a criminal charge after the court’s final
judgment.

4.  Experience or capability of providing data transfer information system or computer system services.

5.  Not listed as having abandoned a government contract announced in a circular, or associated with a juristic person or other
people who have abandoned a contract specified by the Government Procurement and Supplies Management Act.

6. Stable, secure and reliable information system according to the Information and Communication Technology Standards
(Khor.Mor.Thor.Or. 21- 2562) dated 11 January 2019.

7.  Avregistered enterprise approved for electronic tax invoicing and issuing electronic receipts which generate and transfer
electronic tax invoice information in the normal course of the business.

6.9 The current system allows VAT registrants who opt for the e-tax invoice & e-receipt scheme to issue
part of their invoices under the scheme and remaining invoices outside the scheme. Thus, the invoice data
received by RD even in respect of VAT registrants who have opted for the scheme may not be complete and
offers limited benefits to RD for risk assessment and almost no benefit to taxpayers in terms of cost of
compliance.

IT framework

6.10 The Electronic Transactions Act (No. 3), 2019 empowers Electronic Transactions Development Agency
(ETDA for the development of electronic transactions and to act as the regulator. ETDA has established
following standards that are relevant to e-Tax Invoice & e-Receipt —

e ETDA Rec 14 — Using XML Messages for Inter-Organizational Data Exchange
e ETDA Rec. 3 (ver. 2.0) - Trade Services Message Standard; and
e ETDA Rec. 11 — Electronic certificate

6.11 ETDA standards require that the e-tax invoice must be digitally signed, for which taxpayers must
purchase electronic certificate from the certificate authority and also invest in the hardware (USB token or
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Hardware Security Module). Prior to the registration, the eligible VAT registrant wishing to adopt e-Tax Invoice
& e-Receipt or his service provider must first obtain Electronic Certificate for Enterprise from the certified
Certificate Authority (CA) accredited by the Thailand National Root Certification Authority (Thailand NRCA) and
Electronic Transaction Development Agency (ETDA). Currently, there are only two certified CA in Thailand viz.
Thailand Digital ID Company Ltd (TDID) and Internet Thailand Public Company Limited (INET). There are three
steps in implementing e-Tax Invoice & e-Receipt, which are (1) generating electronic documents (e-document)
for Tax Invoice, Credit Note, Debit Note and Receipt (2) getting digital signature and embed digital signature into
e-document and (3) sending e-Tax Invoice & e-Receipt to Buyers and submission e-Tax Invoice & e-Receipt to
Revenue Department. E-tax invoice can be submitted to RD through a service provider who can also digitally
sign the e-tax invoice and deliver it to RD.
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PERFORMANCE ASSESSMENT OF E-INVOICING IN THAILAND

Strengths

7.1 Thailand is one of the early adopters of e-invoicing and the groundwork for e-invoicing expansion has
already been laid in the past decade. Since 2017 when the economy-wide e-tax invoice & e-receipt scheme was
launched, the RD and the ETDA have already come a long way as far as creating the necessary infrastructure is
concerned. Detailed regulations and guidelines have already been prepared for the transition to e-invoicing.
During the past 6 years, the RD has also created awareness about the scheme and its benefits for businesses.
The RD has a dedicated website (https://etax.rd.go.th/etax_) where it disseminates information about the e-tax
invoice to taxpayers. Similarly, the ETDA too disseminates information on e-tax invoice standards and
certification of service providers for e-tax invoice (https://standard.etda.or.th, https://www.etda.or.th ).

Figure 13: Steps in e-tax invoice & e-receipt shown on RD website
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7.2 Expansion of e-invoicing will become easier in future with strong emphasis on digitalization of people
and businesses in Thailand. Establishment of Ministry of Digital Economy and Society in 2016 and adoption of
Thailand Digital Government Development Plan 2017-2021 aim to improve digital proficiencies across all sectors
of Thai society, including tourism, education, finance, and public administration. As per household survey
conducted by the Office of the National Digital Economy and Society Commission (ONDE), Thailand in 2017
covering individuals above the age of 6 years, about 90 percent used mobile phones and about 57 percent used
internet during the period from 2014-18. Digital penetration saw an unprecedented growth during the COVID
period when economy-wide lockdowns were observed in Thailand resulting in over 75 percent internet
penetration. Currently, there are about 82°3 percent internet users and 74 percent social media users. Thailand
is also 2" in the world in e-commerce adoption (Global Digital Report, 2019).

53 57 million out of population of 69 million (https://www.eeco.or.th/en/digital)
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7.3 COVID period also catalyzed the growth in electronic payments in Thailand including the ‘Promptpay’
system which was launched in 2016. Over the past few years, the Thai payment system has advanced
tremendously due to the cooperation among payment system providers, government agencies, and the
regulator, the Bank of Thailand (BOT). The collaborative efforts in planning and driving policies to promote digital
payments have led to various digital payment services, such as PromptPay services, Smart Financial and Payment
Infrastructure for Business, and cross-border payments, and fund transfers. Thai digital payments have increased
fivefold in the last five years, from 63 times per person per year in 2017 to 312 times per person per year in 2021
(Bank of Thailand, 2021).

Weaknesses

7.4 While digital technologies like electronic payments, internet use, mobile subscription, net banking,
social media use are on the rise in Thailand, e-tax invoice scheme has not been able to generate enough
traction. This is in a way dichotomous as the same people and businesses who are embracing digital technologies
have not shown much enthusiasm about electronic invoicing. Several barriers that are legal, technical, financial,
and cognitive in nature have been identified.

Legal barriers

7.5 The biggest barrier to expansion of e-invoicing in Thailand is the lack of legal mandate. The existing
law merely recognizes e-tax invoices to be equivalent to tax invoice defined in section 86 of the revenue code.
However, generation of e-tax invoice and its delivery to RD has been left at the option of taxpayer. So far only
0.8 percent VAT registrant have opted for the scheme showing that there is strong resistance to adoption of
electronic invoicing. But this behavior is not surprising as international experience shows that in most countries
where e-invoicing has been adopted on a voluntary basis the adoption rate has been very low. However, what
is encouraging is that the adoption rate rises very quickly once e-invoicing is made mandatory (Bellon, et al.,
2019).
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Figure 16: Adoption rate of e-invoicing in select Latin American countries
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7.6 Even the electronic filing of tax return (PIT/CIT/VAT) is not mandatory as per law in Thailand. Thus,

the culture of mandatory compliance through electronic means does not exist. Many countries, both developed
and developing, have adopted mandatory e-filing of tax return to encourage transition to a paper-less system
(World Bank, 2014). E-filing can be a tremendous boon to revenue authorities in developing countries, reducing
their administrative costs and error rates, and improving their efficiency. In addition, the evidence suggests that
small businesses often need more than a year or two to climb the learning curve for e-filing before they can
expect to enjoy the benefits of lower tax compliance costs.

7.7 The current law does not alter the taxpayer preferences towards less-cash system by incentivizing
digital payments and disincentivizing cash payments. Tax policies can influence the decision of businesses to
use cash by providing benefits like preferential withholding rates, and audit requirements and penalizing cash
transactions by not allowing business deductions (if cash payments exceed a threshold), imposing penalties on
cash loans, and stringent audit requirements. In this context, measures to encourage businesses and consumers
to pay their bills using banking channels or electronic means of payment can and should be designed and
implemented to secure audit trails. There appears to be a strong negative relationship between use of electronic
or formal payments and the size of the shadow economy. A study of the European economy by A. T. Kearney
and Schneider confirms this association (Sung, Awasthi, & Lee, 2017).
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Figure 17: Relationship between shadow economy and digital payments
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7.8 Dual system of e-tax invoice & e-receipt scheme for small and other taxpayers has created a
fragmented market for e-invoicing solutions. Even though the policy intent behind introducing a simpler regime
for small businesses was to provide a low-cost alternative, it may not work for two reasons. Firstly, it failed to
attract small businesses even though the compliance requirements are low as all that the taxpayer is required
to do is e-mail electronic copy of invoice to RD. Secondly, it has initiated those taxpayers who did opt for the
scheme into a system which is not based on the principles of e-invoicing. The main purpose of e-invoicing is to
foster a change in business processes and their ICT systems so that they generate invoices in a machine-readable
format such as xml (or JSON). If small businesses continue to opt for the e-tax invoice with e-mail scheme, they
may show resistance when asked to switch to the other scheme.

7.9 As per current law, there is a significant lag between generation of e-invoice and its delivery to RD.
Taxpayers are permitted to deliver the invoices in batch by the 15 of following month. There are two difficulties
with this system. Firstly, a large volume of invoices on a single day are likely to clog the IT system of RD due to
which the flow of invoices to RD should be staggered, preferably by receiving them daily. Secondly, since invoices
are delivered to RD with a substantial lag, it does not allow RD to carry out real-time transaction monitoring and
control. One of the main benefits of e-invoicing for tax authorities is to allow continuous transaction control by
receiving invoice data in real-time, which creates a strong deterrence against tax evasion.

7.10 Under the current system, the e-tax invoice can be shared by the seller with the buyer without any
prior validation by RD. Therefore, RD does not exercise any control over the invoice format, and data that is
received by the buyer. For instance, it is possible for the VAT registrant to issue different invoices for the same
supply, one for RD and the other for the buyer. These discrepancies may come to the notice of RD much later at
the time of reconciling the input tax claim during tax audits. Implementation of e-invoicing system under which
e-invoice shared with buyer is pre-validated by RD can help in preventing such practices. Further, some countries
like South Korea even allow the buyer to make changes in the invoice if discrepancies are noticed by tax
authorities later.

Technical barriers
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7.11 Technical barriers relate to challenges that businesses may face in the implementation of technical
standards for e-invoicing established by the ETDA due to either lack of awareness or due to difficulties in the
delivery of e-invoices to the RD. The ETDA plays a major role in setting standards for e-invoice, as well as
certification of service providers and their ICT systems. So far twenty SPs have been certified. E-invoices are
required to be digitally signed for which a digital signature must be purchased from one of two certified
Certificate Authorities in Thailand namely Thailand Digital ID Company Ltd (TDID) and Internet Thailand Public
Company Limited (INET). The RD informed that transmitting e-tax invoice information requires MPLS network,
which is provided by a few operators in Thailand, to ensure data security. This may result in higher connection
costs or complications, making El less attractive or feasible. Another major technical barrier is the
underdeveloped market for service providers and e-invoicing application developers. Due to a low adoption
rate, demand for service providers and e-invoicing applications is quite low. Therefore, incentives to create
innovative solutions (such as mobile applications) that can cater to a large number of taxpayers are also very
low.

Financial barriers

7.13 Financial barriers relate to challenges that the taxpayers face in complying with the e-tax invoice
scheme due to the high cost of compliance. Currently, the cost of compliance is quite high due to two reasons.
Firstly, because the e-invoice market is underdeveloped due to a very small market for service providers and
application developers, the cost charged by service providers is high, particularly for businesses with a low
invoice volume. Secondly, the invoice data delivered to RD is not enough to pre-fill the VAT return as only 0.4
percent of VAT registrants are using e-tax invoice, which is not enough to capture the input tax credit in the VAT
returns. Thus, e-invoicing has not been able to lower the cost of compliance for taxpayers.

7.14 Low-cost solutions such as free web-portal or user-friendly offline utilities can play a significant role
in attracting the SMEs to the e-invoicing as such solutions eliminate the need for businesses to own and
maintain expensive ERP software applications. However, lack of free web-portal, or mobile applications that
can enable businesses to generate e-tax invoice and deliver to their customers or RD create a major barrier to
its adoption.

Cognitive barriers

7.15 Another significant barrier to e-invoicing adoption is resistance to change on part of taxpayers.
Adoption of e-invoicing requires business owners to change their existing processes and systems, which leads
to a strong resistance. It is relatively easier for the large corporations for whom the switch would require changes
in their existing ERP systems. Benefits from cost-savings that result from e-invoicing justify such change.
Moreover, for large companies cost of adoption is likely to be a very small fraction of its turnover. Transition to
e-invoicing can be, however, quite challenging for the SMEs.

7.16 Lack of awareness and understanding about e-invoicing, its benefits and implications for compliance
are also huge barriers to its adoption by the SMEs. Most of the businesses in Thailand belong to the SME sector.
They are typically sole proprietorships or family managed. Factors like IT literacy, education level and age of the
owners of such businesses play an important role in determining the openness of business to adopt e-invoicing
system. However, the trends related to growth in internet penetration, mobile use and internet banking use are
very encouraging and indicate that the owner profile of businesses in future is likely to become more technology
friendly. This can be very helpful for tax authorities in effective dissemination of information related to rules,
and regulations related to e-invoicing to the taxpayers in SMEs.

7.17 Another important cognitive barrier is the level of trust between the taxpayer and RD. It was gathered
that the taxpayers are quite wary of moving to the e-invoicing system due to a fear of the unknown. They are
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concerned about sharing their invoice data with RD due to fear of audit, and penalties. Moreover, taxpayers are
unsure whether the adoption of e-invoicing would bring any change in their interaction with RD. Under the
current law, if a taxpayer wants to adopt e-invoicing, there is a requirement to register with the RD and
declaration of intention on part of the taxpayer to comply with the law related to e-invoicing. Since the system
is optional and there is no tangible benefit that is perceived from doing so, most of the taxpayers have
maintained status quo.

7.18 Since e-invoicing adoption rate has been quite low even amongst the large taxpayers (who are very
few as compared to the SMEs) there is no peer pressure under the current system to adopt e-invoicing. When
a critical mass of businesses adopts e-invoicing, the ‘network effect’ creates a peer pressure on the non-
adopters. Eventually, when both the suppliers and buyers of a business adopt e-invoicing, further expansion of
e-invoicing is dictated by market forces. When a critical mass of adopters is reached, government can take a
back seat and let the market forces take over.

Opportunities

7.19 A large-scale, economy-wide adoption of e-invoicing will open the door to many opportunities for
the growth of Thai economy. The biggest gains will come from a more efficient private sector fully integrated
into the digital economy. It will be an important component of Phase 3 of Thailand Digital Development Plan,
which envisages full digital transformation of the Thai economy.

7.20 E-invoicing will also provide opportunity for integration of Thailand with the global e-invoicing
systems implemented across many other countries and will facilitate cross-border interoperability and
international trade. Interoperability is the key concept here as it recognizes that while each country enacts its
own tax and accounting policies, working together does not depend upon each country harmonizing its domestic
approach, but instead prioritizing that each system is based on commonly shared principles and processes. This
will ensure that the Thai firms can send and receive machine-readable invoices electronically to a business
partner in any country —no matter which accounting software they use.

Box 9: E-invoice and Trande Negotiations: Working toward global interoperability

While the private sector was the initial driver of e-invoices, governments are increasingly getting involved to ensure domestic regulations
are interoperable so that firms can use common software and technology services to more easily engage in trade. Since Els are digital,
there are no differences between originals and copies of electronic invoices, but there need to be common rules and technical standards
and processes to enable the interoperable interpretation of this digital documentation.

As detailed in a report for the Asia Pacific Economic Cooperation (APEC), problems arise when countries enact country-specific technical
requirements, such as for e-signatures and cryptographic processes.16 Such requirements act as barriers to cross-border digital services
and data flows, thus making it harder and more expensive, if not impossible, for firms to sell and support customers in multiple markets.
For example, tax authorities in Brazil must certify third-party users of Els, and in doing so, set certain technical standards. The problem
is that Brazil requires Els to use e-signatures that must use local Brazil-based IT infrastructure and services (in the form of a local
government-authorized certification authority, called ICP Brazil). This acts as a localization requirement that prevents El providers from
using cloud storage to service multiple markets.

Country-specific technical barriers arise, in part, as relevant United Nations Commission on International Trade Law (UNCITRAL) model
laws on e-signatures are not prescriptive and legally binding, which means countries are able to enact laws that act as technical barriers
to trade. E-signatures are another issue under negotiation at WTO talks, which is important given their role in Els. They play an important
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role in building an open and interoperable global digital trading system. According to the OECD and WTO, e-signatures were ranked
fourth among the top 10 challenges facing firms and consumers when accessing and using Internet services.

Els are an example of the type of digital rules that need alignment, as doing cross-border trade depends on the ability of firms to
communicate with each other in a common (interoperable) manner (via joint standards). Countries should facilitate standards
development where there needs to be an element of international regulatory collaboration to ensure economic opportunities are
realized—such as via digital trade. Countries should use trade negotiations to achieve this. Thankfully, a small, but growing number of
countries are doing this as part of bilateral and regional trade agreements, and potentially, under the auspices of the WTO.

Australia and New Zealand’s “Trans-Tasman e-Invoicing Interoperability Framework” provides a model approach to cooperation on Els
and closer digital economic integration.20 The Digital Business Council (a multi-stakeholder body) in conjunction with the Australian
Taxation Office (ATO) and the New Zealand Government worked together to develop common standards so that firms from both
countries can send and receive machine-readable invoices electronically—no matter which accounting software they use. To provide
context, the respective New Zealand and Australian Productivity Commissions released a joint report—“Growing the Trans-Tasman
digital economy and maximizing opportunities for SMEs” —which, among a range of issues, highlights the benefits of a joint approach to
e-invoices.21 While the respective governments played a central role in developing the joint standards, they handed over operational
control of the system to an industry-led body, the newly established Australia New Zealand Electronic Invoicing Board.22

Within trade agreements, Chile, New Zealand, and Singapore’s recently concluded Digital Economy Partnership

Agreement (DEPA) provides an example of best practices for how to build electronic invoice interoperability through trade
agreements. DEPA (article 2.5) recognizes the importance of e-invoices and the need for parties to support their use at home and ensure
their systems are interoperable, and to do the same globally.23 Parties “shall base their measures related to e-invoicing on international
standards, guidelines or recommendations, where they exist.”

Source: https://itif.org/publications/2020/03/23/why-countries-should-build-interoperable-electronic-
invoicing-system-wto-e/

7.21 Els are particularly important to small- and medium-sized firms (SMEs). Els facilitate the development
of more transparent, efficient, and secure “factoring,” which allows suppliers to meet their working capital
needs by selling their invoices, or accounts receivable, to lenders for cash (i.e., getting paid upon completion
of work rather than waiting weeks or months for customers to pay their bills). Els also help SMEs survive by
helping to improve on-time payment. This is an issue that disproportionately affects SMEs, which are typically
heavily dependent on cash flow, yet are often cash poor, as the result of extended payment times. In a similar
way, governments can therefore support SME survival and participation in government procurement by using
Els and digital channels to pay invoices promptly, which Australia has done by mandating a maximum payment
time of 20 calendar days for all contracts under AUDS1 million (USD$633,000).

7.22 El will play an important role in fostering voluntary compliance by reducing the cost of compliance
and improving the effectiveness of risk assessment including tax audits. The invoice level data received by RD
can be used to pre-fill VAT returns (as well as CIT returns, if VAT and CIT registration are linked), automatically
match input tax credit, and issue refund without any intervention. This will allow RD to narrow the focus of its
risk assessment based on data analysis and avoid the need to do routine audits.

7.23 El offers tremendous potential benefits for tax control, as the accumulation of invoices of credits and
debits for a taxpayer—contrasted with the periodic tax returns—creates an assessment and control capacity
far beyond traditional tax practices. The traditional sampling of invoices as part of verification and scrutiny
processes becomes obsolete when a country’s administration system has an electronic record of all the
documents. Digitalization allows tax authorities and other firms to use data analytics to uncover complex
business relationships that they can use to trigger audits if necessary (IDB, 2018).

7.24 Els can also help improve the real-time control and movement of goods. For example, Brazilian tax
administrators rely on Els as part of an innovative customs and tax management tool that makes customs
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operations more efficient. Authorities know what goods are coming, and where and who they’re coming from,
as their freight-vehicle tracking system (which uses radio frequency stations and tracking) is integrated with
their El system so that details are registered as vehicles are on the move towards and through customs
checkpoints (IDB, 2018).

Threats

7.25 While expansion of El in Thailand provides many opportunities for economic growth, failure to
expand and achieve high adoption rates in the next 5-10 years can derail Thailand’s vision of its digital
transformation and global digital leadership. Further, if a critical mass of El adopters is not reached, benefits of
El will remain limited to only a few businesses rather than the entire economy.

7.26 From RD’s point of view, without El it may become challenging to address the issues related to
informality and shadow economy. Based on international experience discussed earlier, mandatory El can help
address RD’s concern. It may also become challenging to achieve the tax potential, being the gap between what
Thailand will collect without El and what it can potentially collect.
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RECOMMENDATIONS

Based on the assessment of the current system of El in Thailand, recommendations are being made for
implementation in the short, medium, and long term. Recommendations are based on the previous discussions
related to weaknesses in the current system of El classified as legal, technical, financial, and cognitive barriers.
The main thrust behind the recommendations is to put the e-invoicing policy in Thailand on a track where it
can grow rapidly so that a critical mass of e-invoice adopters is achieved. Once that happens the network
effect is expected to take over, which will ensure that e-invoicing becomes an economy-wide phenomenon in
Thailand with benefits for businesses, and the government. The summary of recommendations is shown in
Annex 4.

Short-term (1-2 years)

8.1 The E-tax division in the RD should lead a cross-cutting team including officials from the Tax Policy
and Planning Division, Electronic Processing Administration Division, and Information Technology Division.
This will allow the E-tax division to take a holistic view of both the policy and implementation issues related to
El. E-tax division should be responsible for the implementation of El in a time-bound manner. The main role of
this division would be to coordinate with the ETDA on e-invoicing standards and participate in consultations with
the service providers, ERP providers, and other stakeholders on issues related to regulations for standards,
certification, and access to the RD system. The division should also hold regular training programs for internal
RD officials as well as taxpayers to educate them about e-invoicing and its benefits. The division should also
conduct regular surveys to obtain taxpayer feedback and produce an annual report on progress in e-invoicing
including the feedback as well as steps taken to facilitate e-invoicing adoption by taxpayers. It should also
contain case studies of taxpayers from various sectors and document experience-sharing and lessons that may
be relevant for other taxpayers.

8.2 The RD should invest in creating systems and processes that allow real-time tracking, monitoring and
control of transactions based on e-invoice data that it receives using advanced machine learning and artificial
intelligence techniques. The creation of the capacity to effectively use the e-tax invoice data in risk assessment
by the RD would be critical in leveraging the El for strengthening domestic resource mobilization and reducing
the VAT gap. Taxpayers will see value in e-invoicing adoption if it also reduces their cost of compliance by
providing pre-filled VAT returns, automatic processing, and the issue of refunds. Also, the effective risk
assessment will help the RD allocate its resources more efficiently to audit high-risk cases and create deterrence
against tax evasion by using real-time information to ‘nudge’ or ‘warn’ errant taxpayers.

8.3 The existing ‘e-tax invoice by e-mail’ and ‘e-tax invoice & e-receipt’ schemes should be merged into
one scheme retaining all the features of ‘e-tax invoice & e-receipt’ scheme while removing the option of
sending e-tax invoice in PDF form. This will help taxpayers in identifying and complying with a single El scheme.
This will also ensure that all the businesses that register for El, irrespective of size, face a common invoice
standard and regulations for the generation and authentication of e-invoice and its delivery to the RD. The new
El scheme should include the following basic features —

a. E-tax invoice issuer should generate and deliver the e-tax invoice to the RD in real-time
immediately after its issuance in the prescribed standards established by the ETDA. The RD
should validate the e-tax invoice in real time and insert a unique identifier (such as invoice
reference number) along with a time stamp on the validated e-tax invoice.

b. E-tax invoice issuer should receive the validated e-tax invoice with the RD’s unique identifier
in real time or instantly.
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c. The electronic invoice standard for sharing with the RD should be XML.

d. Define e-tax invoice to be legally valid only if it has been pre-validated by the RD and bears a
unique reference number generated by the RD on receipt of XML-based invoice from the
taxpayer. Only pre-validated e-tax invoices should be allowed input tax credit.

e. Considering that international trade is an important driver for Thailand’s economy, the e-tax
invoice standard should conform to the internationally recognized PEPPOL standard which is
already quite popular in the world with its adoption in many countries including the EU, USA,
Canada, Singapore, Australia, Japan, Mexico, and India.

f.  E-tax invoice issuer should share only the pre-validated e-tax invoice with the receiver.
However, the format of the invoice (PDF or XML) to be shared with the receiver of the invoice
(or buyer) can be as per agreement with the buyer. For instance, if the receiver is not able to
receive an XML invoice, the seller can share the PDF version of XML.

g. Consider introducing a simpler certificate (Class 3) with no token related, so it can be installed
in a computer or server and be used in a simple procedure and process to sign the documents.
These certificates are cheaper than the ones that need a Token>%.

8.4 Adopt a phased approach to e-invoice expansion with an aim of achieving near 100 percent adoption
rate in the next 5-10 years. This time can be reduced based on the success in earlier phases of implementation
and the readiness of taxpayers. In the initial phases, El should be made mandatory for the largest businesses
which have the necessary wherewithal including ICT infrastructure to adopt invoicing. Large businesses also
account for more than 95 percent of VAT revenues and their participation in e-invoicing will kick-start a virtuous
cycle of e-invoicing adoption in the economy. Another advantage of the adoption of e-invoicing by large
businesses is that they can exert the peer-pressure on their suppliers to adopt e-invoicing.

8.5 Declare the intention to make the El scheme mandatory for large VAT registrants with an annual
turnover of more than 10 billion bahts from a future date (preferably in early 2024). Thus, from an effective
date in future, any tax invoices that are issued by a large business must conform to the e-tax standards notified
by RD. It is seen from the data on VAT registrations in Thailand that there are only 603 such large VAT registrants.
It is a manageable number and will allow RD to focus on the development of robust El solutions that can be
extended to remaining VAT registrants in the subsequent phase.

Table 5: Distribution of VAT revenue in Thailand by taxpayer turnover

No. of VAT registrants VAT revenue Contribution to VAT
Turnover range (in million (in million Bahts) revenue
Bahts) (as % of total VAT
revenue)
336,979 244,297,586,223.01 0.01
0-1.8*

54 For XML signature process, visit https://www.w3.org/TR/xmldsig-core/
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No. of VAT registrants VAT revenue Contribution to VAT
Turnover range (in million (in million Bahts) revenue
Bahts) (as % of total VAT

revenue)

108,101 665,096,516,898.74 0.02
1.8-5

63,388 864,203,393,456.21 0.03
5-10

49,368 1,252,925,601,217.19 0.05
10-20

22,673 939,287,271,195.37 0.03
20-30

12,794 802,592,217,246.21 0.03
30-40

8,507 634,192,220,471.58 0.02
40-50

21,051 2,275,384,765,399.14 0.08
50-100

14,459 2,823,028,535,399.42 0.10
100 - 200

11,315 4,209,817,930,433.74 0.15
200 - 500

4,563 3,905,984,791,474.82 0.14
500 — 1000

4,425 11,683,406,971,079.10 0.43
1000 — 5000

610 49,054,625,385,616.90 1.79
5000 — 10000

603 2,666,841,749,950,020.00 97.11
Above 10,000

658,836 2,746,196,566,136,130.00 100.00
Total

Source: Revenue Department, Government of Thailand

8.6 Design and launch a pilot scheme before entering the mandatory phase for large companies to test,
deploy and refine the three channels of e-tax invoice delivery i.e. Host-to-Host, Service Providers and Web
upload. The design of the pilot scheme has been discussed later in the report.

8.7 Declare the intention of covering businesses with turnover over 1 billion bahts in the second phase
(preferably 1.5 — 2 years later in 2025). Beginning the second phase the number of VAT registrants covered by
the new scheme would increase from ~ 603 to ~ 5,638. It is expected that before entering the second phase, the
standards and delivery channels for e-tax invoices would have stabilized in the first phase.

8.8 In the case of VAT registrants mandated under El, paper-based invoices must become exceptions
rather than the norm. The exceptions may be laid down in the law based on genuine hardships or difficulties
that are identified during stakeholder consultations with large taxpayers. Such registrants should be required to
issue all tax invoices strictly as per El regulations of the RD that prescribe the manner, rules, and procedures for
the issue of the e-tax invoice. Invoices that do not conform to the regulations should not be treated as valid
invoices for the purposes of input tax credit.
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8.9 El by SMEs should be mandated in the subsequent phases, but in a time-bound manner. This will not
only provide them sufficient preparation time but also provide the RD and the ETDA sufficient time to develop
robust low-cost solutions such as free web portals and offline utilities. The biggest driving force for e-invoicing
adoption by SMEs will be market forces. As the demand for e-invoicing solutions will increase, a competitive
market for service providers, and application developers will emerge pushing the cost down to significantly
lower levels. Low cost of adoption, availability of low-cost solutions, peer pressure, and market forces will create
conditions that are conducive to the adoption of e-invoicing by SMEs.

8.10 In line with the Government of Thailand’s vision to become a cash-less society in future, consider
introduction of following legal provisions that disincentivize cash payments by businesses by —

a. Not allowing deductions for payments made in cash or cash equivalent (or by a mode other
than banking channel) exceeding a threshold of say, 10,000 bahts, for any expenditure
incurred for business

b. Not allowing deductions for payments made in cash or cash equivalent (or by a mode other
than banking channel) exceeding a threshold of say, 10,000 bahts, to claim any tax incentive
under the revenue code

c. Prohibiting acceptance of cash loan or deposit more than 10,000 bahts
Prohibiting receipt of cash payment exceeding a threshold, say 100,000 bahts, against a single
invoice or transaction

8.11 Follow an open API® policy to allow developers and service providers to test their software
applications in a sandbox environment®®. This will help in creating a competitive market for service providers
and application developers, and bringing down the cost of services and applications. India, for instance, follows
an open API policy and allows all service providers who meet the eligibility conditions and system requirements
to test their software applications by connecting with the Goods and Services Tax Network (GSTN) portal under
test conditions. Once the application or API of the service provider performs accurately under test conditions
GSTN allows direct APl integration.

55 Application Programming Interface (API) enables taxpayers or their service providers to interact with the RD portal / server
and submit as well as receive structured data in machine-readable format like xml or json.

56 The e-Invoice Sandbox portal enable taxpayer or service provider to experience the complete e-Invoicing process as a trial.
This helps them in getting familiar with the process and ensure that they do not face any difficulty while generating the
actual e-Invoice under live settings.
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Figure 18: Ecosystem of Service Providers in E-invoicing
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Medium-term (3-5 years)

8.12 Based on the success of Phase 1 of El implementation, declare the intention of covering businesses
with turnover over 200 million bahts in the third phase (preferably 3 years later in 2025). Beginning the third
phase the number of VAT registrants covered by the new scheme would increase to ~ 21,516. By the beginning
of phase 3, all large VAT registrants would have been fully integrated into the scheme and sufficient time would
be available to the RD and the ETDA to prepare the ICT capacity to handle the invoice volume expected in Phase
3.

8.13 Prepare for Phase 4 when all the VAT registrants with turnover above 20 million bahts would be
covered (preferably 4-5 years later). Beginning the fourth phase the number of VAT registrants covered by the
new scheme would increase to ~ 100,000. These would also include several businesses from the SME sector.

8.14 Develop and launch convenient solutions for SME businesses®’ to generate invoices and deliver them
to the RD, such as -

a. Web portal which enables taxpayers to create an account with RD and issue the e-tax invoice.
Such portal will be useful for taxpayers who do not have an ERP or similar software.

b. Mobile cellular-based software solutions that allow SMEs to generate an e-tax invoice through
a mobile application. This makes use of high levels of internet and mobile penetration in
Thailand.

c. Offline excel based utilities for invoice generation including bulk invoices.

57 See example from Chile at:
https://www.ciat.org/Biblioteca/AsambleasGenerales/2014/Ingles/2014 topicl.1 Jorrat Chile.pdf
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Long-term (6-10 years)

8.15 Launch the subsequent phase of El by gradually covering all the VAT registrants including all the
businesses in the SME sector. It is expected that in 5 years, SMEs will get sufficient time to prepare themselves
before joining the e-tax invoice scheme. It is also expected that the market would have sufficiently matured and
the cost of compliance would be significantly lower.

8.16 Based on the success of El for B2B transactions, prepare for covering B2C transactions under El. It is

expected that by this stage the RD and the ETDA would be prepared to handle large invoice volumes and learnt
important lessons that will be useful in the implementation of El for the B2C segment.
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IMPLEMENTATION ROADMAP

9.1

Considering the experience of countries such as Chile, Brazil, Peru, Ecuador, Uruguay, and Mexico, it

is recommended to follow the following stages in the e-invoice implementation project. In the first stage, it is
recommended that the RD should only focus on B2B transactions of large taxpayers under e-tax invoices.
Moreover, the RD should continuously work with stakeholders including software providers, and industry
representatives to evolve e-tax invoice standards including XML schema, and communication channels for the
delivery of e-tax invoices.

Figure 19: Implementation roadmap for E-invoicing
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9.2

and implement a pilot phase in the near term (3-6 months) on the following lines -

industry. This companies will supply solutions for the taxpayers mentioned above.

In the second stage, to test the invoicing systems, standards, and processes, the RD should design

Establish contact and work plan with the Association of IT services companies or similar, to develop the

Establish contact with business associations to promote the project, choosing 15 to 20 companies for

the development of a pilot project. Some of them should be issuing El, and some of them can be new,
they must be representatives of the economy, such as Banks, Utilities (mobile phone companies),
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supermarkets, hardware stores, manufacturers, bottling companies (such as Pepsi, Coke), food
companies, etc. The idea is that they can exchange XML between them and process them in their
internal process, and make sure of the correct operation of the system.

c. The objective of the Pilot project is to observe and solve the problems that the participants will face in
this process.

d. The participants must be large taxpayers, because they have the resources to invest, and they will see
it as a good investment, and they will also have many providers in the SME segment and in the medium
term will push them to adopt the electronic invoice.

9.3 In the third stage, the feedback received during the implementation of the pilot phase should be used
to adjust the model and release a final version of the model. This will be followed by the market development
stage when all the service providers will be able to provide service to taxpayers based on the version released
by the RD. Other issues highlighted in the implementation roadmap include storage of e-tax invoice data (in line
with law related to re-opening of past cases with suspected tax evasion or tax crime), realigning audit objectives
with analytical diagnostics received from analysis of e-tax invoice data, training of staff, and a marketing plan to
continuously engage the SMEs into the scheme by explaining its benefits. The implementation should be carried
out in a project mode by a cross-cutting project monitoring team led by RD and including officials from the IT
division, electronic processing division and taxpayer services division.
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ANNEX 1: E-INVOICING MODELS

Based on the experience of countries in EU, Latin America and some other countries in Central and South Asia,
some of main policy considerations for the Government while deciding e-invoicing policy are —
1. Choice of model
a. POST-AUDIT MODELS
i. Interoperability model (EU countries, Singapore, Australia)
ii. Real-time invoice reporting model (Hungary, South Korea)
b. CLEARANCE MODELS
i. Centralized exchange model (Italy, Kazakhstan, Turkey)
ii. Clearance model (Brazil, Chile, Colombia, Mexico, Peru, India)
2. Coverage —B2G, B2B, B2C transactions
Mandatory vs Optional
4. Phased vs Immediate roll out

w

A. Choice of model
Over the last two decades, four® main kinds of e-invoicing models have emerged.

The Interoperability model emerged in EU, where it is called PEPPOL or the Pan-European Public Procurement
On-Line. Since EU introduced e-invoicing only for public procurement i.e. B2G transactions, the model is based
on a network of private sellers, public agencies, and their service providers (SP). It is also called the 4 Corner or
4C model and can be understood with the help of Figure 2. The seller and buyer do not exchange invoice directly
but through a network of service providers who convert unstandardized invoices into standardized ones based
on Peppol BIS* standards. These standards are prescribed through directives®® that apply to all EU countries. In
EU, this model operates on the ‘post audit’ approach, allowing the free exchange of invoices between trading
partners but requiring them to prove the veracity of archived invoices for up to a decade later by means of an
accessible archive and periodic reporting (EESPA, n.d.).

58 Peppol Continuous Transaction Controls, Reference Document, Sept, 2021

59 Peppol has developed the Business Interoperability Specifications (BIS) for common eProcurement processes to standardise electronic
documents exchanged and validated through an open and secure network, between sending and receiving Access Points for public sector
buyers and their suppliers across Europe and beyond. The eProcurement specifications (Peppol BIS) maintained by OpenPeppol build on the
work of the CEN Workshop on Business Interoperability Interfaces for Public Procurement in Europe (CEN BIl). Peppol has not developed new
standards but has used the CEN BIl results to develop implementation guidelines, known as the Peppol ‘BIS’, that can be embedded in
eProcurement and eBusiness exchange systems, to support interoperability across borders. The Peppol BIS are formal requirements to ensure
pan-European interoperability of procurement documents, such as elnvoices.

60 European Parliament adopted Directive 2014/55/EU on 16 April 2014 on electronic invoicing in public procurement mandating all European
public entities to receive and process electronic invoices in accordance with the European Standard on e-invoicing (EN-16931)
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Figure 20: Interoperability model
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The Real-time invoice reporting model, followed in Hungary and South Korea, is also called the 3 Corner or 3C
model and can be understood with the help of Figure 3. Unlike the 4C model, here the role of Government is
passive and mainly limited to setting the standards and monitoring its adherence. Seller is required to follow the
standard and reports the invoice, or a subset thereof to the tax administration (TA), through a centralized
platform, shortly after the issue and exchange of an invoice between the trading parties. TA carries out post-
audit and may raise objections with a lag if standards are not met. However, the invoice is exchanged freely and
directly between seller and buyer. Under this model, seller and buyer must use accredited software solutions.

Figure 21: Real-time invoice reporting model
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The Centralized exchange model, followed in Italy, Kazakhstan and Turkey, involves a much active role by the
TA. The invoice issued by the seller must go through a Government-owned exchange system. If the invoice does
not meet the stipulated standards, TA can reject the invoice and send it back to the seller. The invoice is not sent
by the seller directly to the buyer. Instead, it is forwarded by the exchange system to the buyer once the invoice
meets all the requirements. Buyer too can be expected to provide a response in form of acceptance of invoice
to indicate that the transaction has been completed. It is a typical CTC model under which the TA monitors and
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controls the transaction in real-time. Italy was the first EU country to implement this model when it launched
the Sistema di Interscambio in 2019.

Figure 22: Centralized exchange model
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Finally, the Clearance model, followed in Latin American countries including Argentina, Brazil, Chile, Peru,
Mexico and Peru, is similar to Centralized exchange model and involves a tight control and oversight by the TA.
Unlike the Centralized exchange model, here the responsibility of sending the invoice to the buyer is with the
seller. However, before doing so, the seller must get the invoice cleared by the TA.

Figure 23: Clearance Model
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Clearance model has four variants based on whether the power to clear invoice is exercised by the TA directly
(centralized clearance) or through accredited service providers (decentralized clearance) who validate invoice
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data and communicate it back to the tax authorities and whether the invoice is required to be sent for clearance
before (pre-clearance) or shortly after (post-clearance) the invoice is sent to the buyer.

Figure 24: Variants of clearance model
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ANNEX 2: SUMMARY OF STAKEHOLDERS CONSULTED

Workshop: Extending the e-invocing systems to SMEs

Wednesday, 27t July 2022. 8.30-13.00 hours. Sawasdee meeting room, World Bank Thailand

Background

Simultaneous translation provided.

Electronic tax invoices can ease compliance for taxpayers, especially SMEs when preparing the VAT returns as
the data from the invoices is stored electronically. VAT reports will no longer be prepared by the taxpayers.
Instead, the Revenue Department can automatically provide these reports. Additionally, electronic tax invoices
will help tax officers when conducting a tax audit on VAT by allowing the automatic and electronic matching of
invoices between the suppliers and the buyers. This could save operational costs on both taxpayers and revenue
authorities and improve accuracy by allowing invoice data to be drawn directly from the accounting systems and
allow reconciliation of the data between buyers and suppliers.

Objectives

3. To present experiences from countries that have successfully implemented e-invoicing for SMEs
4. Toinitiate an initial discussion on the performance of the current E-invoice system

Agenda
Time Activities
8.30-8.35 Introduction World Bank Group
8.35-8.40 Roundtable self-introduction All
8.40 —8.55 Presentation: e-invoice system in Thailand Revenue Department
El i T i
Presentation: ETDA Standards for Electronic ectronic ransactions
8.55-9.10 Transactions Development Agency
(ETDA)
L . . Rajiv Kumar
9.10-9.30 Presentation: International Experience (1) World Bank Group
. . . Ivan Beltrand
9.30-10.00 Presentation: International Experience (2) World Bank Group
10.00 - 10.15 Break All
10.15-11.00 Q&A All
Discussion All
11.00-12.30 *Lunch will be served at 12.00 hours*
12.30-13.00 Summary and the next steps World Bank Group
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PARTICIPANT LIST

Revenue Department (RD) 1. Pornthip Yousathorn 022729759
Pornthip.yo@rd.go.th

2. Chutdarnee Phusrisavetchart 022728468
chutdarnee.ph@rd.go.th

3. Ketsaraphan Chatphatthanasiri 022728033
ketsaraphan.ch@rd.go.th
Electronic Transactions 1. Natthaphat  Rojanasupamit natthaphat@etda.or.th
Development Agency (ETDA)
2. Siriwan Sanwang siriwan@etda.or.th
Bank of Thailand (BoT) 1. Chawisa Phumdontree

2. Asamaporn Chupaka

Office of the Public Sector 1. Poruedee Khlunhkorn
Development Commission 2. Kunan Bangphooni
(OPDC)
World Bank Group (WBG) 1. Rajiv Kumar
2. lvan Beltrand
3. Jaime Frias
4. Kwanpadh Suddhi-Dhamakit
5. Anchidtha Roonguthai
6. Parichart Atcharerk

SYNTHESIS

Despite the obvious benefits of adopting e-invoices, massification in their voluntary use by firms has not taken
place. In Thailand, out of 700,000 VAT (Value Added Tax) registered taxpayers, only 0.3% issue e-invoices.
Thailand relies on a voluntary system, and the prevalence of the use of e-invoices by firms has been quite low.

e Government can play an important role in increasing the uptake of e-invoicing. It can accelerate the
adoption of e-invoicing through legal or regulatory mechanisms. Once a critical mass of firms adopts e-
invoicing, the network effect will bring down the cost of adoption significantly. The entire economy
stands to gain from the ensuing efficiency and productivity gains at the firm level. Government stands
to gain access to real-time information related to business transactions, which will help in better
compliance and risk management leading to higher VAT collection and a lower VAT gap. Currently,
Thailand raises much lower VAT when compared to regional and global peers, especially after
controlling for the level of economic development (income per capita). It is expected, based on
international experience, that with e-invoicing Thailand can enhance its VAT collection.

e  Participants from BOT (Bank of Thailand), ETDA (Electronic Transactions Development Agency) and the
RD (Revenue Department) agreed that the e-invoice system in Thailand is off to a good start, but also
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stated that there is a compelling case for the Government to act to accelerate the transition from paper-
based to e-invoice system.

e Most countries that have managed to scale the use of e-invoices have done so based on a structured
and phased approach, making its use mandatory under specific circumstances and for certain segments
of the population of taxpayers.

e InThailand, however, the perception from participants is that a deliberate effort to induce the adoption
of e-invoices by making these mandatory will face significant resistance, especially as Thai firms may
not be ready for participating in this transition. Some of the barriers relate to the biased perception of
the value, lack of motivation to adopt, and limited technological literacy and capacity. A combination
of educational, promotional, and incentive approaches that target specific segments of firms that seem
more susceptible to adopting e-invoices may be the way forward.

e Improving the experience in the use of the e-invoice system and ensuring the presence of
complementary enabling conditions, such as affordable service providers, or the centralized free portal,
may be important.

e Inthe next phase of this task, the team, in strong collaboration with RD, ETDA and BOT could focus on
finding answers to the following questions:

o How can the value proposition and user experience behind the use of e-invoicing be improved
to increase its uptake?
How can the challenges related to the introduction of mandatory e-invoicing be addressed?
Which segments of taxpayers should be prioritized for efforts to promote e-invoice use and
why? What barriers are faced by different segments of taxpayers in the adoption of e-
invoicing?

o What policy instruments are available to (1) address the challenges/barriers related to the
adoption of e-invoicing, and (2) promote the transition from paper-based to e-invoice?

o Inlight of international experience, which policy instruments may be most appropriate in the
context of Thailand and why?
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workshop: Extending the e-invocing systems to SMEs (2)

21-25 November 2023, 9.00-12.00 hours, the World Bank Group
Objectives
To meet with the Revenue Department (RD) and the Electronic Transactions Development Agency (ETDA) for
assessing the technical and operational status of the current E-invoice system. This will complete the
performance assessment of the current E-invoice system and prepare the scope of the proposed framework to

extend the solution to SMEs.

Agenda

Topics Description

e Description of an e-invoice model and its

21 November 2022 E-invoice Business Model alternatives
e  Main characteristics
(9.00-12.00) e Control evolution

e E-invoice model: B2B and B2C

22 November 2022 E-invoice Model Definition e Roles of tax administration and service
providers
(9.00-12.00) e Main regulations and exchange standards
e Use of information for tax compliance
control
e Implementing a full e-invoice model
23 November 2022 Pilot Project e Incentives

(9.00-12.00)

e Free portal
24 November 2022 E-invoice Massification e Regulations and strategy

(9.00-12.00)

25 November 2022 Summary Q&A and Summary of the workshop

(9.00-12.00)

176



Participants

RD ETDA WBG
1. Chanchalearn Thepsudha 1. Jariya Sooktanormwong 1. lvan Beltrand
2. Sirima Tongruen 2. Chalermchai Bovorn-anan 2. Rajiv Kumar (Online)
3. Pornthip Yousathorn 3. Siriwan Sanwang 3. Thanapat Ruengsri
4. Kornyanin Petchpoolpak 4. Anchidtha Roonguthai

5. Chutdarnee Phusrisavetchart
6. Wareerat Tangsingcharoen
7. Yuthapol Jinasi

8. Prapapun Puntumapol

9. Nathawat Athukyothin

Summary of Day 1 (21 November 2022) Workshop

1.

RD explained the constraint of e-tax invoice implementation in Thailand, in terms of the regulation (the

Constitution doesn’t allow mandatory e-invoicing), costs, and awareness among others.

Key findings from October’s mission were highlighted. While there are some enabling factors such as

sound digital payment infrastructure and a high proportion of businesses’ adoption of ERP software,

the expansion of e-invoicing in Thailand will need to address 4 main barriers, including legal, technical,

financial, and cognitive. WBG reiterated that full adoption of e-invoice needs to be made mandatory

by law. The cost of issuing e-tax invoices can go down once the industry is developed. For example, in

Chile, the cost for a high volume of the transaction can go down to 15 Satang per invoice.

Definition of e-invoice: an electronic invoice should contain data from the supplier in a format that can

be entered (integrated) into the buyer’s Account Payable (AP) system without requiring any data input

from the buyer’s AP administrator. Once a country adopts legislation or regulation for e-Invoice, its

definition must take the legal and regulatory requirements into account. In short, To qualify as an e-

invoice, the invoice must be generated in XML, bear a time stamp, and be validated by RD (preferably

in real-time to reduce the processing cost).

E-invoice offers benefits to businesses, the government, and the economy as a whole.

e For businesses: Reduce processing costs, payment times, and manual processing errors;
Secure and reliable transactions; Improved record keeping; and Facilitate international trade
e  For government: Real-time information on business transactions can be used to strengthen

and automate compliance checks; Improve fraud detection; Deterrence against tax evasion;
and Reduction in VAT gap
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e  For economy: Reduced cost of VAT compliance through pre-filling of VAT returns; Reduction
in tax audits due to continuous transaction controls; Network effect; Development of new
industries and services; and Fairer tax system

Choices of e-invoice model and its characteristics:

a. Post-audit model: RD plays a passive role by setting standards and validating ex-post. For
example, South Korea and EU countries

b. Clearance model: RD play an active role by real-time monitoring and validating. For example,
Brazil, Chile, Colombia, Mexico, Peru, India

Control evolution: e-invoice can be used for VAT control. By putting in place the sale and purchase (S&P)
ledgers, with key transactional information (Unique invoice number/sequence number, TIN of seller
and Buyer for B2B, Types of product/service, and Amount of sale and taxes) on e-invoice, RD could
perform information analysis to detect transactions that have not been informed (i.e. VAT information
crossing) and informal business, perform compliance analysis, and fraud detection (fake invoices). See
the figure below.

The figure also shows the stages of e-invoice development, RD’s VAT return services, and RD’s tax
control activities. First and foremost, RD will need to authorize invoice number/sequence to allow for
an ex-post VAT tax control. Sales and Purchases information on invoices will then allow RD to construct
S&P ledgers for large taxpayers and perform VAT analysis based on S&P information. In later stages,
with the introduction of non-mandatory e-invoice, large taxpayers will opt in for its benefits while SMEs’
adoption may be slower due to their limited resources and capacities. Information on S&P ledgers will
be richer, allowing RD to better control VAT collection through VAT and S&P analysis. Before
introducing mandatory e-invoice, RD should consider offering a free platform for issuing e-invoices for
SMEs. When e-invoice is mandatory, RD could offer VAT return proposals and S&P ledger proposals to
taxpayers to reduce their compliance costs. As the system develops further, RD can perform better
compliance analysis and invoice fraud control.

WB team showed the free portal for generating e-invoices offered by the Chilean government:
https://www.sii.cl/servicios_online/1039-1183.html and navigated the steps for generating e-invoice.
The portal is very simple and user-friendly.

The participants inquire how unique invoice/sequence numbers can help verify the actual transaction.
WB Team responded that fraud invoices cannot be solved by e-invoice but by e-tracking of goods and
services.

Summary of Day 2 (22 November 2022) Workshop

1.

E-invoice model: The common operational e-invoice model for B2B involves the tax administration
issuing invoice sequences for businesses. Every transactional document is in XML format, exchanged
between the buyer, the seller, and Revenue Department (RD). E-invoice is electronic processing, sent
to RD in real-time, and with an automatic reception confirmation message. For validation purposes,
any taxpayer may confirm the e-invoice with RD through the website in real time. Transmission of the
data to RD may be done via email or web upload. RD must have a database storage system. For B2C,
the model is similar to B2B yet simpler, allowing the invoice to be sent to the buyer in any form. The
data requirement (XML fields) will be less than B2B. While Thailand is still missing most of the key
elements, the WB team explained the approach and the benefits of the reform, using experience from
Chile and Dominican Republic.

There are necessary key steps before introducing mandatory e-invoice as shown in the table below. As
mentioned earlier, RD will need to decide what e-invoice model is appropriate for Thailand (Post-audit
vs. Clearance). Defining the model will involve specifying XML scheme definition (what are the
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mandatory fields and optional fields), communication standards, and frequency of reporting. RD and
ETDA will need to involve large taxpayers and software providers in this process as well to understand
businesses’ operational practices and concerns. To massify e-invoicing, the standard for the exchange
of information between buyers and sellers, especially for B2B, must be in XML format to save costs for
businesses but may be accompanied by an email. S&P information should be sent to RD in real-time to
lower information processing costs.

The roles of RD, ETDA, and service providers (SP) were discussed. RD will act as the product owner,
project leader, expert, regulator, and promoter of e-invoicing. ETDA will be involved in the technical
aspect at the beginning when defining the XML scheme. In implementing e-invoicing, key concerns for
RD will be information validity, service continuity, tax audit (For example, objectives of a tax audit may
need to be redefined), staff training, and general project management. Regarding the service providers,
some countries require certification such as Mexico while some do not such as Chile. While having a
certified SP system can allow RD to control the quality of SPs, the certification cost is usually high and
resulting in a higher cost for businesses.

As previously mentioned on day 1, defining the e-invoicing model must take into account the legal and
regulatory requirements. Main regulations may be revised after defining the model (For example, an
e-mail version of a PDF/A3 invoice may no longer be accepted) and they should be corresponding to
how the model works.

As previously mentioned on day 1, introducing e-invoicing will allow RD to perform VAT and S&P
analysis, leading to better control and collection of VAT.

Summary of Day 3 (23 November 2022) Workshop

1.

Introducing the pilot Project will help address technical issues on (1) e-invoicing model (2) XML scheme
definition (3) process of issuing of e-invoice (4) taxpayer’s reception (5) exchange standard testing (6)
RD’s reception, validation, confirmation, publication, storage, and utilization of S&P information for
VAT analysis and control.

WB team strongly recommended that the pilot project, targeting B2B, should be introduced before
making e-invoicing mandatory.

In Thailand, RD doesn’t authorize invoice sequences/numbers for e-invoices. While the exchange of
transactional documents between RD and the seller is in XML format, the transmission of e-invoice to
RD happens only once a month in practice, via MPLS offered by 1 operator in Thailand. The exchange
of invoices between the seller and the buyer can be in PDF format via email or in paper form. There is
no communication channel between RD and buyers. Taxpayers cannot confirm the e-invoice on the Tax
Administration website and in real-time. Buyers cannot verify if the sellers pay VAT which creates tax
uncertainty.

WB team suggested that, in selecting the businesses participating in the Pilot, the companies should be
large businesses, representing the Thai economy and accounting for sale/purchase taxes (such as VAT,
excise taxes, etc). They should be trading with one another (B2B) and the amount should be limited to
20 companies as the number usually declines as the Pilot progresses. The minimum acceptable amount
is 8 companies.

As previously mentioned on day 2, RD will need to decide what e-invoice model is appropriate for
Thailand (Post-audit vs. Clearance). Defining the model will involve reviewing the existing XML scheme
and specifying XML scheme definition (what are the mandatory fields and optional fields), setting
communication standards, and frequency of reporting. RD and ETDA will need to involve large
taxpayers and software providers in this process as well to understand businesses’ operational
practices and concerns. RD will need to develop an information validation and confirmation system, as
well as a storage system. In general, an XML schema should work for the simplest and the worst case.
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There should be an e-invoice section on RD’s website, providing a general description, XML schema,
exchange standard flow, and FAQ. The website should be designed to be informative and user-friendly.

6. RD informed that it has an e-tax invoice website: https://etax.rd.go.th/ where guidelines/manuals are
exhibited under the Support section. There are 10 documents in which manual number 4-7 offers
technical insights on e-tax invoices. Manual number 4 is about uploading XML. Manual number 5 is
about the response error and XML validation. Manual number 6 is about creating a digital signature.
Manual number 7 is about the validation of digital signatures. The Support section also shows relevant
laws and regulations on e-invoices.

7. RD informed that there are 1,698 businesses registered on the e-tax invoice website. Of that amount,
around 9 businesses use Host-to-Host; 700 businesses use SP; 800 businesses use email.

Summary of Day 4 (24 November 2022) Workshop

1. WB team explained that e-invoicing offers economic benefits to businesses in terms of cost savings,
especially for large taxpayers. It also offers tax certainty since taxpayers can validate S&P information.
RD can offer new services to taxpayers such as VAT return proposals, lowering compliance costs for
businesses.

2. WB team explained Chile’s experience when introducing mandatory e-invoicing. E-invoice was
launched in 2004. A free portal for generating e-invoices was launched in 2006. The tax authority
initiated a VAT return proposal in 2012 and completed it in 2016. In 2016, e-invoices became mandatory
in Chile.

3. InChile, the taxpayer can review and revise the VAT return proposal. The process requires the taxpayer
to sign into the S&P ledgers, check and validate S&P information on the S&P ledgers, and check the VAT
return.

4. Having a unique invoice sequence/number assigned by RD will ease the burden on RD when validating
S&P information and can be integrated into a risk-based compliance strategy. Based on Dominican
Republic’s reform experience, rationing authorized invoices based on extra scrutiny of each taxpayer’s
compliance history leads to improvements in compliance with filing and reporting obligations in VAT
and income tax, higher VAT collections, and a modest increase in reported VAT and income tax
liabilities.

Summary of Day 5 (25 November 2022) Workshop

1. WB team explained the possible solutions to address existing barriers to expanding e-invoicing in
Thailand

Barriers Solutions

e To massify e-invoices, e-invoicing must be mandatory with supporting

Legal regulatory requirements based on international experience such as Chile,
Mexico, India, Dominican Republic.

e Given that Thailand does not require the transmission of e-invoices to RD
in real time, the WB team explained that the processing time and cost
for RD will be much lower.

e RD should consider issuing invoice sequences/numbers to allow for
better validation and control of VAT
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Technical

RD needs to decide on an e-invoice model (Post-audit vs. Clearance) and
define a simpler XML definition/format, and exchange standard

The WB team proposed that Thailand consider the Pilot approach with
phasing implementation, starting with large businesses. The Pilot Project
will focus on B2B, allowing RD to test the e-invoicing system and
environment, improve, and finalize it before introducing it to all
businesses.

RD should develop a free portal for generating e-invoices in XML format
to offer a free technical solution to SMEs

Financial

While ETDA is offering free timestamping services for businesses,
encouraging businesses to buy digital certificates may be more cost-
effective over the long run.

Given Thailand requires MPLS to connect with RD when transmitting e-
invoices in which only two operators have it, resulting in high connection
costs and high service charges, Thailand may consider web upload per the
format specified by RD to lower the cost.

To help lower compliance costs for businesses, RD should consider
offering a VAT return proposal to a taxpayer

Cognitive

To increase understanding awareness levels, RD may organize PR
campaigns, roadshows, and forums, and make the website more
informative and user-friendly

With clear communication on e-invoicing by RD, a level of trust will be
fostered.

Showing success stories from businesses using e-invoice can create peer
pressure for adoption.

RD and ETDA should create a working committee with the software
industry to develop the industry of e-invoice service providers.

2. Relevant statistics on e-invoicing evolution in Chile are shown below

Taxpayers Classified by e-invoicing

Solution in Chile

126.629; 9%

/

= E-invoicing private software

= E-invoicing free webpage
Provided by the Tax
Administration

Source: SlI
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Evolution of e-invoicing adoption in Chile (Source: Sll (Chilean Tax Administration))

Annual evolution of taxpayers using private e-invoice software
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ANNEX 3: PHASED ROLL-OUT OF E-INVOICING IN SELECT COUNTRIES

Phased roll out of e-invoicing in Australia

2019 - /an2020 gy July2022 g July2023 @ July2024 @ July2025
ATO announces Government Mandatory B2G B2B large B2B medium- B2B all suppliers
e-invoicing agencies began receipt of e- (turnover above sized (between to issue e-invoice
adoption receiving e- invoices by AUD 50 AUD 10 million
invoices Government. million) suppliers and 50 million)
agencies to issue PEPPOL suppliers to issue
e-invoices e-invoice
Phased roll out of e-invoicing in Mexico
2004 - 2011 w 2014 @ 2016 © uy2022
Mexico adopts e- E-invoicing CFDI mandatory for Sharing e-accounting Mandatory e-invoices
invoicing under mandatory for all all companies earning becomes mandatory by all companies
Digital Tax Receipts large taxpayers more than 250,000
Scheme (earning >4 mn annually (~ $20,000)
pesos) with real-time
approval as per CFDI -
Comprobante Fiscal
Digitalizado en el
Internet (Digital Tax
Receipt over the
Internet)
Phased roll out of e-invoicing in Chile
_ 2001 - 2014 w 2016 W 2017 @® 2018 ® 2021
Introduced Mandatory Mandatory Mandatory Mandatory Mandatory
voluntary for large for urban for urban for rural for all
e-Invoicing companies MSMEs micro- micro- taxpayers
enterprises enterprises
and rural
MSMEs
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-

- 2014
Introduced Phase 1:
Mandatory for
taxpayers in Java
and Bali
- 2010 w 2011
Introduced Mandatory
for corporate
businesses
2018 w»r Jan 2019
Singapore Nation-wide e-

becomes first
Peppol authority
outside Europe

Phased roll out of e-invoicing in Italy

B2G Mandatory
receipt of e-
invoices by all
public agencies

w» March2015 @ Jan, 2019

B2G /B2B/ B2C
Mandatory
submission of e-
invoices to
Sistema di
Interscambio
(SDI) for real-
time verification

© 02

All outbound e-
invoices to be
submitted
through SDI

Phased roll out of e-invoicing in Indonesia

Phased roll out of e-invoicing in South Korea

Phase2:

Mandatory for
taxpayers in
other regions

W 2012

Mandatory
for individual

with

aggregate

w July2015 @ July2016 @ Oct 2020

New e-Faktur (e-
invoice) version
3.0 with features
including pre-
filled input taxes
and pre-filled tax
return for VAT

July 2022

Threshold for
individual
reduced to
KRW 200 mn

supply value
in last year >
KRW 300 mn

Phased roll out of e-invoicing in Singapore

W Jan 2020

@ March 2020

. Sept 2020

Invoicing network
launched by
IMDA with 11
access point
providers

Peppol ready
solutions created
with 50 Peppol
solution
providers

New channel for
supplier to
submit e-
Invoicing

e-Invoicing
registration grant
to incentivise
businesses to join
network

e-Invoicing
network renamed
as InvoiceNow
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ANNEX 4: SUMMARY OF THE RECOMMENDATIONS

Theme

Short-term (1-2 years)

Medium-term (3-5 years)

Long-term (6-10 years)

Cross-cutting

The E-tax division in the RD should lead a cross-
cutting team including officials from the Tax
Policy and Planning Division, Electronic
Processing Administration Division, and
Information Technology Division.

Legal barriers

Adopt a phased approach to e-invoice
expansion with an aim of achieving near 100
percent adoption rate in the next 5-10 years.
Declare the intention to make the El scheme
mandatory for large VAT registrants with an
annual turnover of more than 10 billion bahts
from a future date (preferably in early 2024).
Declare the intention of covering businesses
with turnover over 1 billion bahts in the second
phase (preferably 1.5 — 2 years later in 2025).

El by SMEs should be mandated in the
subsequent phases, but in a time-bound
manner.

In line with the Government of Thailand’s vision
to become a cashless society in future, consider
the introduction of legal provisions that
disincentivize cash payments by businesses.

Based on the success of Phase 1 of El
implementation, declare the intention of
covering businesses with turnover over 200
million bahts in the third phase (preferably 3
years later in 2025).

Prepare for Phase 4 when all the VAT
registrants with turnover above 20 million bahts
would be covered (preferably 4-5 years later).

Launch the subsequent
phase of El by gradually
covering all the VAT
registrants including all
the businesses in the SME
sector.

Based on the success of El
for B2B transactions,
prepare for covering B2C
transactions under EI.

Technical barriers

The RD should invest in creating systems and
processes that allow real-time tracking,
monitoring and control of transactions based on
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Theme

Short-term (1-2 years)

Medium-term (3-5 years)

Long-term (6-10 years)

e-invoice data that it receives using advanced
machine learning and artificial intelligence
techniques.

The existing ‘e-tax invoice by e-mail” and ‘e-tax
invoice & e-receipt’ schemes should be merged
into one scheme retaining all the features of ‘e-
tax invoice & e-receipt’ scheme while removing
the option of sending an e-tax invoice in PDF
form.

Design and launch a pilot scheme before
entering the mandatory phase for large
companies.

In the case of VAT registrants mandated under
El, paper-based invoices must become
exceptions rather than the norm.

Follow an open API®! policy to allow developers
and service providers to test their software
applications in a sandbox environment.

Financial barriers

Develop and launch convenient solutions for
SME businesses to generate invoices and
deliver them to the RD, such as -

61 Application Programming Interface (API) enables taxpayers or their service providers to interact with the RD portal / server and submit as well as receive structured data in machine-readable

format like xml or json.
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Theme

Short-term (1-2 years)

Medium-term (3-5 years)

Long-term (6-10 years)

Web portal which enables taxpayers to
create an account with the RD and
issue e-tax invoices. Such portal will be
useful for taxpayers who do not have
an ERP or similar software.

Mobile cellular-based software
solutions that allow SMEs to generate
e-tax invoices through a mobile
application. This makes use of high
levels of internet and mobile
penetration in Thailand.

Offline excel based utilities for invoice
generation including bulk invoices.

Cognitive barriers

e Develop and implement communication and awareness-raising strategies and activities
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