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	Most people have many expenses that they have to carry in their lives. It is sure that paying less is preferred to more. However, some of them may not realize that there are ways that allow them to reduce their expenses. One of the ways is through tax planning. If one has a good tax planning, he/she will be able to save a lot of money from each time he/she has to pay taxes. On this way, there are tax deductions and allowances that can be deducted from assessable income as the following formula.
Taxable Income = Assessable Income - Deductions - Allowances 
	Tax deduction is a reduction of income that is able to be taxed. It can lower tax bill or increase tax refund on their tax return. Different regions have different tax codes that allow taxpayers to deduct a variety of expenses from taxable income. In Thailand, taxes can be deducted from many types of incomes including income from employment, income received from copyright, income from letting out of property on hire which can be divided into building and wharves, agricultural land, all other types of land, vehicles and other type of property, income from liberal professions, income from contract of work whereby the contractor provides essential materials besides tools, and income derived from business, commerce, agriculture, industry, transport, or any other activities.
	 Allowance is an amount of money given at regular intervals for a specific purpose. A person who receives less than his/her personal allowance in taxable income in a given tax year does not pay income tax. Certain people may have a larger personal allowance than others such as blind people and those who are above 65 years old. In Thailand, there are two categories of allowances which are personal allowances and specific allowances. Personal allowances include taxpayer, spouse allowance, child allowance, education, and parents allowance. Specific allowances include life insurance premium, approved provident fund contributions, long term equity fund, home mortgage interest, social insurance contributions and charitable contributions.

Social Security Fund 
The Social Security is the security which society provides for its members by sharing risks from the stoppage on reduction of earning resulting from sickness, maternity, death, invalidity, old age and unemployment, the provision of medical care and the provision of child allowance. 
Social security fund is the amount of money that employers and employees have to contribute to the fund monthly. The contribution rate is at 5% of wages. Base wage used in is ranging from 1,650 to 15,000 baht per month. Whenever wages are paid, employers have to submit the contributed sums to the Social Security Office within the 15th day of the month following the month when the contribution is deducted. The government subsidizes additional levy to the fund as well. 


Benefits of Social Security Fund
	· Sickness benefits consist of medical treatment free of charge at the registered hospital and cash benefits due to sick leave.

	· Invalidity benefits consist of medical treatment and cash benefit. 

	· Death benefits consist of funeral grant and survivor allowance. 

	· Maternity benefits consist of cash benefit and lump sum for delivery.

	· For child allowance, monthly allowance is paid to the first two children of the insured with under 6 years old. 

	· Old-age benefits: lump sum or pension. The insured person will receive old-age lump sum benefit or old-age pension benefit. 

	


Tax Benefits
         	Social Security benefits are tax exempted. SSF allows the exemption based on amount that actually paid, 9,000 baht is maximum according to the law of social security. However, the SSF is unlikely to be a sufficient source of saving if one wants to maintain the same quality of life they are having today after retirement. 

Provident Fund 
Provident fund is a fund set up voluntarily between the employer and employees. Assets of the fund consist of money contributed by both employer and employees, which means, not only employees save for their retirement, employer also helps them adding to the fund.
Benefits of Provident Fund
To Employer 
· Make employees feel more loyal to the employer, and encourage the workforce to be more efficient and productive.
· Entitled to tax benefit from the contribution to the provident fund which can be used as company expenditure, not more than 15% of the company annual salary expense of that year.
· Reduce company administration works and maximize the benefit from the investment.
To Employee
· Encourage retirement savings among employees
· Receive higher welfare amount upon resignation or retirement.
· Future security for family in case of disability, or death.
· Receive tax benefits from provident fund

Tax benefits
There are 3 tax benefits;  monthly contributions,  return from investment and amount received upon resignation. On monthly contribution. The amount of employee’s contribution paid to the fund is tax deductible for up to 500,000 THB per year. Also can be used for tax allowance up to 10,000 THB and the remaining amount in excess of 10,000 THB but less than 490,000 THB is subjected to tax exemption. On return from investment, interests and dividends received from investment are tax exempted. On the amount received upon resignation. When employees have at least 5 years of service the lumps sum amount received from the fund is subjected to special tax deduction.
[bookmark: _9uriq4qe7zsr]Type of Allowance : Approved provident fund contributions paid by taxpayer or spouse = Amount actually paid at the rate not more than 15% of wage, but not exceeding 500,000 baht


Long Term Equity Fund (LTF)
                  “Long Term Equity Fund,” is a type of mutual fund focused on stock investments. They are sponsored by the government to increase the number of institutional investors (meaning mutual funds) to ensure the Thai stock market’s stability. Individuals who invest in LTF are eligible for attractive tax incentives.

Retirement Mutual Fund (RMF)
 “Retirement Mutual Fund” Is a type of mutual funds with the main purpose of promoting retirement savings with attractive tax incentives offered.  
	 Description
	LTF
	RMF

	1. Investment policy
	LTF invest only in equity funds (stock).
	Fund managers can put the money into equity funds, debt instruments, mixed funds, flexible-portfolio mixed funds and others, depending on each fund's policy.

	2. Yearly minimum investment
	Not required 
	At least 3 % of annual taxable income, and not less than 5000 Baht per annum

	3. Maximum taxable income to be invested to qualify for tax savings
	Up to 15% of annual taxable income with a maximum of 500,000 Baht.
	Up to 15% of annual taxable income with a maximum of 500,000 Baht, including contributions paid to provident fund and government pension fund

	4.Subsequence purchase of investment units
	Not required to put money in every year.
	Must invest every year by purchasing RMF at least once a year, continuously.

	5. Holding period to qualify for tax exemption
	Investors who plan to invest money in LTF must keep their investment in the funds for at least five years each time they purchase, except in the case of incapacity or death; otherwise they are subject to a severe penalty and tax payback.
	1.Invest must hold unit trust until the holder has reached the 55 year of age and has invested for at least 5 years, starting from the date of the first unit trust purchase
2.The money invested in RMF is exempted from being calculated into personal income, not exceeding 15% of annual income or 500,000 baht.

	6. Maturity
	Not specified, but investors can enjoy tax incentives during the first ten years after the establishment of the fund.
	Not specified




Annuity 
Annuity is a financial contract in a form of insurance, which mostly issued by an insurance firm promised to pay a stream of payment to annuitant in an exchange for his/her insurance premium in which an individual can choose to pay either a single premium or a fixed premium overtime. Mostly Annuity is a life time contract, that is it promised to pay its annuitant until he/she passed away.
        	Annuity can be split into many categories. for instance, Fixed annuity promises to pay annuitant a fixed payment from the first period of the contract until the time client passed away while Variable annuity promises to pay annuitant depend upon a level of revenue generated from an investment. Guaranteed annuity promises to pay annuitant for specific number of years i.e. 5 or 10 years, if an annuitant live longer than the specified period he/she  still possesses a right to receive a payment until he pass away. Joint annuity promises to pay 2 annuitants (mostly Husband and wife) until they pass away. Impaired life annuities is designed for an individual having a medical problem, normally pay a higher stream of payment due to the fact that an individual would not live long to collect the payment.
        	The advantage of annuity are not only as an insurance for retirees but it can also be used as a tax deduction. According to the Revenue department of Thailand, the annuity premium of annuitant can be used to deduct the tax for 15 percent of taxable income (but not exceeding 200,000 baht). Under the condition that the annuity must provide at least 10 years coverage to the annuitant between 55-85 years old.

Home Mortgage 
Home Mortgage is a loan given by a bank, mortgage company or other financial institution for the purchase of a primary or investment residence. In a home mortgage, the owner of the property (the borrower) transfers the title to the lender on the condition that the title will be transferred bank to the owner once the payment has been made and other terms of the mortgage have been met. 
A home mortgage will have either a fixed or floating interest rate, which is paid monthly along with a contribution to the principal loan amount. Floating interest rate is an interest rate that moves up and down with the rest of the market or along with an index. It can also be referred to as a variable interest rate because it can vary over the duration of the debt obligation. This contrasts with a fixed interest rate, in which the interest rate of a debt obligation stays constant for the duration of the loan’s term. For example, if a borrower takes out a mortgage with a variable rate, it may start with 4% rate and then adjust, either up or down, thus changing the monthly payments. As the homeowner pays down the principal over time, the interest is calculated on a smaller base so that future mortgage payments apply more towards principal reduction as opposed to just paying the interest charges.
Home Mortgage Interest can be used in tax planning by using it as one type of the allowances to get a tax deduction. You can deduct it as the amount equal to what you actually paid but not exceeding 100,000 baht
From all of the above information, we can see that there are actually many ways for people to reduce their expenses through financial instruments and securities that can deduct taxable income such as social security fund, LTF and even home mortgage. If they try to learn more about these instruments, they will surely be able to save a lot of money cumulatively to spend more in the future.
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