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Thenesh Kannaa is an Executive Director at TRATAX Sdn Bhd, a tax consulting
. firm based in Kuala Lumpur. He is in charge of international tax and indirect
tax service lines, with a diverse clientele base and a wide-ranging nature of tax
~ consulting and tax policy works. Thenesh is also the Asia Pacific (APAC)
international Tax Global Service Line leader of WTS Global.

Moderator

Thenesh has authored 3 books on taxation, 2 chapter-in-books for IFA and
. IBFD respectively, and various technical articles for newsletters and journals.
Thenesh has been interviewed by mainstream television channels, radio
channels and newspapers on contemporary tax matters.

Executive Director &
APAC International Tax Leader
TRATAX & WTS Global Malaysia

| As Chairman of CTIM’s Technical Committee for Tax Policy, Thenesh

represents the tax fraternity in dialogues with the Inland Revenue Board of
- Malaysia and Ministry of Finance on various tax policy and technical matters.
He is also a member of ACCA’s expert panel on taxation and ESG task force.
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APAC International Tax Leader
TRATAX & WTS Global Malaysia

IBFD Netherlands
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Panel speakers

Principal VAT Specialist

Head of Group Tax Advisory
OCBC Singapore

King’s College London

Professor and Director
Economics Studies
Jeffrey Cheah Institute on Southeast Asia
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ustainability of selected A

Fiscal balances improving for most APAC : . : :
economies post-pandemic Fiscal deficits vary in magnitude and occur

Counfry/  GDP  World 2020 2021 2022 2023 2024 Direction ACross cou nh—y INncCome groups
economy per Bank
capital Income Fiscal balance
(usD) class (% of GDF)

Singapore 89,370
Australia 65,966
Hong Kong 53,165
Mew Zealand 47,072
South Korea 36,132
Brunei 34,872
Tawan 33,234
Japan 32,857
Kazakhstan 14,570
Malaysia 13,142
China 12,969
Thailand 7.527
Mongolia 6,666
Indonesia 4,981
Vietnam 4,649
Philippines 4,154
S Lanka 3,330
Cambodia 2,744
India 2,698
Kyrgyz Republic 2,229
Laos 1,945
Pakistan 1,588
Timer Leste 1,454
Mepal 1,381
Myanmar 1,179
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® Highincome  ® Upper middle income  ® Lower middle income

High (>5% of GDP) and prolonged fiscal deficits (multi-
R e - year) lead to excessive borrowings and increase
Median 61  -52  -31 -1 31 -~ vulnerability fo a sovereign debt or financial crisis.

Note: H - high income: UM - upper middle income: LM - lower middle income

Source: IMF World Economic Qutlook database, October 2024, updated Jan 2025; World Bank’s World Development Indicators
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High government debft levels more worrying
for low income and small economies

Government
debt to GDP

JPN's debt largely domestic-
300 (%)

owned (>90%) whilst SGP’'s
JPN/ debt is used as a strafegic tool
. to develop its international

capital markefs \
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Only 2 APAC lower middle income economies
(Laos & Sri Lanka) have debt >100% of GDP

Frequency distribution (no. of 11
countries) by debt classes (% of GDP)

2

Lower middle
income

W <50%

High income Upper middle

income

Wm>150%  W100%<150% B 50%<100%

Source: IMF World Economic Outlook database, October 2024, updated Jan 2025; World Bank’s World Development Indicators
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Imperative for APAC economies to: ) et/

1. Increase revenue mobilisation 2. Enhance resilience to economic shocks

Govemment revenue Average debt-to-GDP ratio of selected APAC

as a % of GDP i
50 economies

" % of GDP
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35
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Source: IMF World Economic Outlook database, October 2024, updated Jan 2025; World Bank’s World Development Indicators

.... and expand fiscal space to .... and accelerate fiscal and institutional reforms by

lower fiscal deficit and debt levels formulating medium/long term fiscal consolidation plan

strengthen social safety nets optimising debt management

raise spending to address population aging ensuring prudent fiscal management (build external

and environmental threats/climate risks reserves, SWFs; maintain price stability and output
growth)
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» A general turnover tax: Consumption tax q

> All stage tax: collected on all transactions in a neutral way \;3

e =0

1 (born by the final consumer)

r
E »Non-cumulative tax: Businesses entitled to deduct VAT on .
o inputs i
F ' . N\
| »Indirect tax: Collected by the business but not born by them H
i
%
i
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The global VAT expansion

Progressive implementation of VAT in OECD countries

...ahd across the world

180 2024 =175
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Source: OECD Consumption Tax Trends 2024

The number of countries that operate a VAT/GST continues to increase

» Countries that have adopted VAT/GST recently include Oman and Afghanistan (2021); Anguilla (2022), Palau and
Suriname (2023) and Somalia (2024).

» Malaysia abolished GST and reintroduced sales and services tax in 2018

AUl OECD and G20 countries operate a VAT/GST, except the United States
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VAT revenue as a share of total taxation (1965-2022)

VAT (5111) Taxes on specific goods and services (5120)
Personal income tax (1100) Corporate moome tax (1200)
Social sacunty contibubions (2000)

1973 1985

Source: Consumption Tax Trends 2024
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But significant variations exist between OECD

countries

VAT as a percentage of total tax revenues, 2022
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Source:

adapted from OECD, Revenue Stafistics 2024 (OECD, 2024)

Source: OECD Consumption Tax Trends 2024
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Countries rely heavily on VAT/GST
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ﬂ Tax structures in Asia-Pacific (24) - 2019 |
)
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Note: Asia-Pacific (24) in the context of this graph refers to Australia, Bhutan, People’s Republic of China, the Cook Islands, Fiji, Indonesia, Japan, Kazakhstan, the
Republic of Korea, Lao People’s Democratic Republic, Malaysia, the Maldives, Mongolia, Nauru, New Zealand, Papua New Guinea, the Philippines, Samoa,
2 Singapore, the Solomon Islands, Thailand, Tokelau, Vanuatu and Viet Nam.

Source: VAT Digital Toolkit for Asia-Pacific - OECD
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Source: VAT Digital Toolkit for Asia-Pacific - OECD
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i Why has the VAT been so popular?
B
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Efficient

> Generating revenue
> At lower marginal cost than some other taxes
> Secure from fraud in a domestic market
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Neutral

>Toward international trade: preferred alternative to custom
duties - does not affect the competitiveness of domestic

NN

businesses to export
>Toward structure of value chain

Ny =as
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Pro-growth ;
u > Better than corporate or personal income taxes (but
| less efficient than property taxes) %
)
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Tax policy: promoting environmental sustainability

United Nations (UN): “Sustainable development requires an integrated approach that takes into
consideration environmental concerns along with economic development.”

4

Sustainable Development Goals (2015) 7
UN’s universal call to action to protect the planet and end poverty (e.g. SDG 13: Climate Action)

'] s;

196 governments signed the Paris Agreement %
(signed 12 December 2015 = in force 4 November 2016)
Legally binding international treaty on climate change
Goal: to hold the increase in the global average temperature to below 2°C above pre-industrial levels and
to pursue efforts to limit the temperature increase to 1.5°C above pre-industrial levels
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Tax policy: promoting environmental sustainability

Many countries started to adopt policies that help achieve a climate-neutral world by mid-century:

4

European Green Deal (2020)
General action plan adopted by the European Commission to fight climate change and make the
European region the first in the world to become climate neutral by at least 55% by 2030 by reducing the
net greenhouse gas emissions (compared to 1990 levels) through the

Fit for 55 legislative package
a set of proposals to revise and update EU legislation 5 L

= EU emissions
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Tax policy: promoting environmental sustainability

Most common decarbonisation policies (reduce carbon emissions):

1. Carbon pricing

- inthe form of Carbon Taxes: the government sets a price that emitters must pay for each ton of v

greenhouse gas emissions they emit

- Inthe form of Emissions Trading (ETS) / Cap and Trade (CTS): a system that puts a limit on the ;",
amount of pollution companies can produce. Companies can buy and sell rights to put harmful

gases into the air, which means that a company that reduces its pollution, is financially rewarded

2. Energy taxes

: .t'..
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Tax policy: promoting environmental sustainability

A
Various combinations of taxes and levies applied differently by each country. Among those countries that P 1
have implemented some kind of plastic tax, the tax design varies: : ‘
- packaging (i.e. both plastic and non-plastic packaging) "
- single-use or non-reusable plastics only (narrower scope) fé
- domestic and foreign-sourced plastic products ‘
- excise tax mechanism to solely target foreign-sourced plastic products '

. United Kingdom: Plastic Packaging Taxes (PPT) z[‘
- came into force on 1 April 2022 B
- charged at a rate of GBP 223.69 per tonne from 1 April 2025

2. Spain: Single-use plastic tax
- Effective date on 1 January 2023
- EUR 0.45 per kilogram

T ol TN | sl oy O TR B T e

/R EERE | i AN g

T e PN NS W NONRG leel UZ CR N omeeT  F A XR GO S T T o PO TSR VNGNS N



.‘lf: \ ‘ _},)>

(R ARC YA LD NRBAN. - X o e A A W I

8th Asia Pacific
Regional Conference

M 29-30 April 2025 | Kuala Lumpur

Tax policy: promoting environmental sustainability

3. ltaly: Tax on the consumption of single-use plastic products
- Effective date on 1 July 2026
- EUR0.45 per kilogram of non-recyclable plastic materials

4. Germany: Single-Use Plastics Tax

- came into force in 2025

- charged at a rate of EUR 0.177 per kilogram for food containers to EUR 8.972 per kilogram for tobacco
products

5. Vietnam: Plastic Bags
- charged at a rate of USD 1.97 per kilogram
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Questions?
Thank you!
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