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Abstract

The apportionment of input tax is an important method for a VAT registrant
to ascertain the portion of input tax, which relates to the cost of goods or services in VAT
and Non-VAT businesses. Such input tax relating to the cost of goods or services in VAT
business shall be used to set against an output tax in the VAT calculation. The absence
of a proper apportionment method, resulting in unfair or inappropriate amount of input
tax being allocated, may adversely affect the government’s tax collection, and may
encourage tax avoidance and tax evasion.

The objective of this thesis is to analyze problems in relation to the input tax
apportionment methods under the law governing the apportionment of input tax in
Thailand, in order to propose solutions to the aforesaid problems, so that the VAT
registrant will be able to utilize the whole amount of input tax relating to the VAT
business as the credit against the output tax, and pay “Value Added Tax (VAT)” only on
the value actually added by the VAT registrant.

The study of the apportionment of input tax in Thailand reveals that there are
a number of problems in relation to the apportionment of input tax which results in the
unfairness and distortion of the allocation of input tax.

The first issue stems from the fact that Thailand has no provision governing
the apportionment of input tax in relation to the VAT business and Non-business
activities.

Following the issue mentioned above, the apportionment of input tax
methods generally used at present are unfair and inappropriate. The said fact renders it
difficult for the VAT registrants to apply the most appropriate apportionment method in
their businesses. Additionally, the current income base for the calculation of the portion
of input tax in relation to the assets used in VAT and Non-VAT businesses also largely

contributes to the distortion of the apportionment of input tax.



Another important issue is the absence of clear and precise rules in the
current law governing the apportionment of input tax, to control the change of the use of
assets in VAT and Non-VAT businesses.

Lastly, the current apportionment of input tax method in relation to the
construction of building is unfair. This unfaimess renders it impossible for the VAT
registrant to claim the input tax which relates to the construction of building, in certain
cases where the use of building in VAT and Non-VAT business is altered. Furthermore,
the input tax arising from the construction project prior to the estimation of the
percentage of VAT and Non-VAT utilization of the building may not be available in the
VAT calculation. Besides the above, a penalty and surcharge imposed in the case of the
alteration of the use of building are significant.

This thesis studies and analyses the said apportionment of input tax
problems in Thailand, and studies the apportionment method of the United Kingdom.
The United Kingdom’s VAT system has been elected as a subject of study due to the
fact that the VAT has been introduced in the country for more than 16 years, and the
country has clear tax legislation and guideline for taxpayers and HMRC officers. The
said ingredients make the United Kingdom tax law suitable for the study to find the

solution for the problems in relation to the apportionment of input tax in Thailand.



