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Thailand
Introduction
thailand’s government is a constitutional monarchy. executive
powers are exercised by the Prime Minister and the Council
of Ministers, legislative powers by Parliament, and judicial
powers by a judicial system composed of the Courts of First
Instance, Court of appeals and Supreme Court.

However, the restrictions on foreign investment imposed
under the Foreign Business act may limit the ability to acquire
the assets directly without setting up a thai subsidiary and
obtaining the relevant approvals (if available) or acquiring the
assets through a majority thai-owned structure.
Purchase price

the principal taxation law of thailand is the revenue Code
1938. royal decrees, ministerial regulations, ministerial
notifications and Board of taxation directives and rulings
supplement the Code. the Director-General of revenue
administers the country’s tax legislation.

For tax purposes, it is necessary to apportion the total
consideration among the assets acquired. It is generally
advisable for the purchase agreement to specify the
allocation, which is normally acceptable for tax purposes
provided it is commercially justifiable.

a separate income tax law applies to companies involved in
the exploitation of naturally occurring thai oil and gas assets.

Goodwill

Companies that receive Board of Investment (BoI) promotion
may obtain special taxation incentives for a number of years
from the commencement of operations.

Recent developments
In a bid to make thailand more internationally competitive,
in 2011, the Cabinet approved a reduction in the corporate
income tax (CIt) rate from 30 percent to 23 percent for
accounting periods starting from 1 January 2012 and to
20 percent for accounting periods beginning from 1 January
2013 to 31 December 2014.

Asset purchase or share purchase
an acquisition in thailand generally takes the form of
a purchase of the shares of a company, as opposed to
acquisition of the target’s business and assets.
From a tax perspective, the likely recapture of capital
allowances (i.e. taxable gain on sale of assets) is likely
to make asset acquisitions less attractive for the seller.
However, the benefits of asset acquisitions for the
purchaser should not be ignored, particularly given the
potential step-up in the tax cost base of the assets to
market value and the fact that purchased goodwill is
tax-deductible generally over 10 years. Some of the tax
considerations relevant to each method are discussed
below. the relative advantages are summarized at the end
of the chapter.
Purchase of assets

Intangible assets, including goodwill, formulae, trademarks,
business licenses, patents, copyright or any other rights, are
generally depreciable for tax purposes at the rate of 10 percent
per year, or if the period of use is limited, 100 percent divided
by the years of useful life.
Depreciation
a company is entitled to depreciate capital expenditure by
using its acquisition cost base. Depreciation commences
from the date of acquisition and must be apportioned if the
asset is acquired partway through a fiscal year.
the company may adopt its own depreciation method;
however, the useful life of the asset must not be shorter than
that prescribed by the thai revenue Code.
Generally, the prescribed straight-line depreciation rates are
as follows:
• machinery and related equipment – 20 percent
• permanent buildings – 5 percent
• temporary buildings – 100 percent
• depletable natural resources – 5 percent
• goodwill, formulae, trademarks, business licenses,
patents, copyrights or any other rights – 10 percent – or,
if the period of use is limited – 100 percent divided by the
years of useful life
• computer software, equipment and hardware –
33.33 percent
• other assets (excluding land or inventory) – 20 percent.

a purchase of assets usually results in an increase in the tax
cost base of those assets to the acquisition cost. In addition,
historical tax liabilities generally remain with the company and
are not transferred with the assets.
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Tax attributes

Purchase of shares

tax losses are not transferred on an asset acquisition. they
remain with the original company in which they were derived.
However, it may be possible for certain tax privileges obtained
under thailand’s BoI to be transferred to the acquiring
company with the related assets.

there is no mechanism in thailand’s tax legislation for the
purchase price of a target company’s shares to be pushed
down to increase the tax base cost of that company’s
underlying assets.
Tax indemnities and warranties

Value added tax
Valued added tax (Vat) is payable by suppliers of taxable
goods and in respect of services rendered in thailand or
performed offshore and used in thailand.
Vat is currently levied at the standard rate of 7 percent on
the taxable base for the goods or services rendered. Certain
supplies are exempt from Vat or zero-rated.
Transfer taxes
a number of documents and transactions are subject to
stamp duty in thailand. Stamp duty is capped for certain
instruments. Stamp duty is applicable at the following rates,
depending on the circumstances:
• lease of land or building – 0.1 percent of the rent
• transfer of share, debenture or bond – 0.1 percent of the
greater of the paid-up value of share and the transfer price
• hire of work agreement – 0.1 percent of the contract value
• monetary loan – 0.05 percent of the loan, with a cap at
10,000 thai baht (tHB).
Stamp duty may not be applicable in certain situations, or
an exemption may be available. For example, stamp duty
is not payable on share transfer documents in respect of
securities listed in thailand. In addition, any transfer executed
offshore should not be subject to stamp duty until the transfer
document is brought back into thailand.
In certain circumstances, the liability to remit the stamp
duty to the revenue office may rest with the purchaser,
such as when services are provided by a non-resident to a
thai recipient.
the acquisition of land also gives rise to a transfer fee on
the transfer of the property (generally split equally between
purchaser and seller). the fee is equal to 2 percent of the land
Department’s assessed value.

In a share acquisition, the purchaser is taking over the
target company together with all related liabilities, including
contingent liabilities. therefore, the purchaser normally
requires more extensive indemnities and warranties than in
the case of an asset acquisition. Where significant sums are
at issue, it is customary for the purchaser to initiate a due
diligence exercise, which normally incorporates a review of
the target’s tax affairs.
Tax losses
tax losses incurred by a legal corporation may be carried
forward for a maximum of five consecutive accounting
periods and set off against profits of any nature (there is
no concept of carry back). tax losses are not foregone on a
change in the company’s ownership or business; any carried
forward losses should survive acquisition.
thailand has no separate capital gains tax. all losses are of a
revenue nature and can be used to offset any type of income
earned in the future. a company’s brought forward tax losses
cannot be used to offset profits of other companies through
group relief.
Pre-sale dividend
the seller may prefer to realize part of the value of their
investment as income by means of a pre-sale dividend. the
rationale here is that the dividend may be partially or fully
exempt and would reduce any gain on the disposal, which
may be fully assessable.
Transfer taxes
the transfer of shares in a thailand company is subject to
stamp duty in thailand at the rate of 0.1 percent of the greater
of the paid-up value of the shares and the nominal value. the
transferor has the prima facie liability to pay the stamp duty, but
where the transaction is executed offshore, the liability rests
with the first holder of the share transfer document in thailand.
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Choice of acquisition vehicle

Local branch

the most common form of entity in thailand is the limited
company. In general, foreign companies prefer to operate as
limited companies rather than as branch offices in order to
limit liabilities. thailand does not generally recognize flowthrough vehicles, such as trusts.

a company incorporated under foreign laws may establish a
branch office to do business in thailand.

Local holding company

For tax purposes, the branch of the foreign company should
constitute part of the same legal entity as its head office.
the branch is taxable in thailand on net profits attributable to
its business in thailand. any gains derived from the sale of
branch assets are prima facie subject to tax in thailand.

a thai holding company may be used. However, this option
may not be attractive as no grouping rules are available to
allow for the offset of any losses in a group with income from
other entities.
a thai holding company may also be relevant where the
foreign ownership restrictions would not allow majority
foreign ownership. a thai private limited company may
be wholly owned by foreign parties. However, for certain
business activities reserved for thai nationals, foreign
participation is generally allowed up to 49 percent.
Dividends paid from the underlying company should be
exempt from tax for the holding company, provided it holds at
least 25 percent of the voting shares in the company without
cross-shareholding and holds the shares for at least 3 months
both before and after the payment of the dividend.
Foreign parent company
Because of the restrictions on foreign ownership (particularly
land ownership), a foreign company cannot hold assets
directly. In certain circumstances, a thai limited company
may be wholly owned by foreign parties. However, as noted
previously, certain business activities are reserved for thai
nationals and foreign participation is limited to 49 percent.
thailand imposes withholding taxes (WHt) on dividends
(10 percent on all dividends paid to foreign companies) and
interest (10 percent/15 percent). In addition, foreign parties
may be subject to WHt in thailand on disposal of any local
assets. a thai purchaser is required to withhold from the sale
proceeds an amount equal to 15 percent of the gain derived by
the foreign entity on disposal.
Non-resident intermediate holding company
Where the foreign country taxes foreign capital gains and
dividends, it is not uncommon for a foreign intermediate
holding company to be used to defer WHt. Potential tax
benefits may also be attained on disposal; tax treaties with
certain countries also provide for an exemption from local
WHt on any gain derived on disposal.

as a condition for approval of an alien Business license
for a branch of a foreign corporation, minimum capital of
tHB3 million must be brought into thailand.

While a foreign corporation is not taxable in thailand on
foreign-sourced income, the same is not always true for a
branch. Fees paid by a foreign entity to the branch in respect
of work performed by the branch are subject to thai tax.
Joint venture
although an unincorporated joint venture is not yet recognized
under the thai Civil and Commercial Code, income from a joint
venture is subject to corporate tax under the revenue Code,
which classifies a joint venture as a single tax entity.

Choice of acquisition funding
a purchaser using a thai acquisition vehicle to carry out an
acquisition for cash needs to decide whether to fund the
vehicle with debt, equity or a hybrid instrument that combines
the characteristics of both. the principles underlying these
approaches are discussed below.
Debt
the advantage of debt is the potential tax-deductibility
of interest and the ease in repatriating the investment
contribution through repayment of debt principal. on the
other hand, the payment of dividends is not deductible and
returns of capital can be administratively difficult and timeconsuming.
Because of the lack of grouping rules in thailand, any debt
held at the thai company level should be held in the company
earning the taxable profits to ensure tax-deductibility.
although there are no debt-to-equity restrictions for income
tax purposes, other regulatory requirements may require
a certain level of equity (such as BoI rules, which generally
require a 3:1 debt-to-equity ratio).
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Deductibility of interest

T

there is no formal definition of interest in thai tax law. Interest
generally includes interest on bonds, deposits, debentures,
bills and secured/unsecured loans.
Generally, interest expenses incurred on funds borrowed
for the purpose of the business are deductible and include
borrowings to fund share acquisitions and for the payment
of dividends. Generally, a company’s accounting treatment
of interest is followed for tax purposes (i.e. generally on an
accruals basis, even where the interest is not actually paid for
an extended period of time).
although thailand has no thin capitalization provisions, the
thailand revenue Department may apply the transfer pricing
rules to restrict interest deductibility where the interest rate
charged is higher than an arm’s length rate.
Withholding tax on debt and methods to reduce or
eliminate it
Interest payments offshore are subject to WHt at the rate of
15 percent of the gross amount. the rate may be reduced to
10 percent under an applicable tax treaty where the interest is
paid to a bank or financial institution.
although a deduction is provided in thailand for interest on
an accruals basis, the remittance of WHt to the revenue
Department must be on payment. as such, there may be
timing benefits available where the debt is with an entity
resident in a country that would only seek to tax the interest
income on a cash basis.
Checklist for debt funding
• Interest payments offshore are subject to WHt at
15 percent of the gross amount.
• Due to the lack of thin capitalization provisions and the
28 percent effective tax rate (for accounting years from
1 January 2013 to 31 December 2014) on the repatriation
of profits offshore by payment of dividends, debt funding
may reduce the effective tax rate where the level of
profits permits.
Equity
a purchaser may use equity to fund its acquisition, and foreign
investors may be required to use a certain debt-to-equity ratio
to ensure certain BoI approvals are attained.
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Other considerations

T

Concerns of the seller
the seller may prefer to realize part of the value of their
investment as income by means of a pre-sale dividend. the
rationale here is that the dividend may be partially or fully
exempt and would reduce any gain on the disposal, which
may be fully assessable.
Where the seller is a non-resident of thailand, the vendor
may prefer to dispose of the shares in a thailand resident
company to another non-resident company in order to avoid
any potential WHt in thailand.
Company law and accounting
Under thai law, there are two types of companies: limited
companies and public limited companies. Incorporation
and operation of limited companies is governed by the Civil
and Commercial Code, while public limited companies are
governed by the Public limited Company act 1992.
additionally, the Foreign Business act 1999 should be
considered as the most important law for foreign investors.
this legislation specifies the foreign ownership restrictions
on certain activities that may require the permission from the
authorities prior to engaging in the business.
the basic concept of the limited company is similar to a
western corporation. a limited company is a legal person
with a registered capital that should be reasonably sufficient
to achieve the company’s objectives. the minimum number
of shareholders required at all times is three. the liability
of shareholders is limited to the fully paid-up amount of
shares held, but the minimum payment for each share is
only 25 percent of par value. In addition, non-voting rights are
not permitted for either common or preference shares. the
company may be wholly owned by a foreign party, provided
the business is not reserved for thai nationals by law, in which
case foreign participation is only allowed up to 49 percent.
although the procedure for incorporating a public limited
company is not much different from a limited company,
the governmental regulatory requirement is more complex
because a public limited company is allowed to sell its shares
to the public. a limited company can be converted to a public
limited company according to the relevant regulations. the
advantage is that a public limited company may offer both its
shares and debentures to the public. a public limited company
wishing to list its shares on the Stock exchange of thailand
(Set) must obtain the approval from Set and the Securities
and exchange Commission of thailand.
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In addition, the foreign dividends may be exempt from thai
corporate tax where the thailand company holds at least
25 percent of the voting shares of the foreign company (for
a period of at least 6 months prior to receipt of the dividend)
and the underlying profits from which the dividends were paid
were subject to tax in the foreign country at a rate of at least
15 percent.

Comparison of asset and share purchases
Advantages of asset purchases
• the purchase price of the relevant assets, including
goodwill, may be depreciated for tax purposes.
• liabilities and business risks of the vendor company are
not transferred to the purchaser.
• Possible to acquire only parts of the business.
• Interest to fund the acquisition of assets should be
tax-deductible.
Disadvantages of asset purchases
• Possibility of taxable gains derived from the assets for
the seller.
• Benefits of tax losses remain in the target company.
Advantages of share purchases
• Vendor should not be subject to any taxable gains on the
underlying assets.
• Purchaser may benefit from any unused tax losses despite
the change in ownership or possible change in the loss
company’s business.
Assessable income

• other tax benefits may also be acquired, such as deferred
tax assets and tax credits.
Disadvantages of share purchases
• Purchaser acquires historical tax cost-base. there is no
mechanism to reset the tax cost of the assets to market
value for tax purposes.

Thailand – Withholding tax rates
all payers of certain types of assessable income are required
to deduct tax at the source from payments of such income
to overseas resident individuals and corporations at the
following rates.
1. the 10 percent rate applies to interest paid to foreign
bank or financial institutions (including insurance
companies) with residence in a country having a tax treaty
with thailand.
2. lower rates of 5, 8 or 10 percent exist for royalties paid for
the use of copyright of literary, artistic or scientific work or
for the use of industrial, commercial or scientific equipment
to residents of certain countries with tax treaties with
thailand.
3. Certain gains are tax-free under the terms of
certain treaties.
4. Under thailand’s tax treaties, provided such income is
not excluded from the meaning of ‘business profits’ or
not specifically treated as a royalty, entities without a thai
permanent establishment are not subject to thai tax on
such income. accordingly, they are not subject to thai WHt.

Withholding (%)

Tax rate note

Dividends

10

n/a

Interest

15

1

royalties

15

2

Gains from sale of shares within thailand

15

3

Distribution of profits

10

n/a

Management fees, technical fees and other income subject to
withholding under Section 70 of the revenue Code

15

4

Source: Sections 50 and 70 of the Thai Revenue Code
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A

Country

Dividends (%)

Interest (%)

Royalties (%)

armenia

10

10/151

15

australia

10

10/151

15

austria

10

10/151

15

Bahrain

10

10/151

15

Bangladesh

10

10/151

15

Belgium

10

10/151

5/152

Bulgaria

10

10/151

5/1510

Canada

10

10/151

5/153

Chile

10

10/151

10/1514

China (People’s rep.)

10

10/151

15

Cyprus

10

10/1518

5/10/1511

Czech republic

10

10/151

5/10/154

Denmark

10

10/151

5/152

Finland

10

10/151

15

France

10

3/10/155

0/5/156

Germany

10

10/151

5/152

Hong Kong

10

10/1519

5/10/154

Hungary

10

10/151

15

India

10

10/151

15

Indonesia

10

10/151

15

Israel

10

10/151

5/153

Italy

10

10/151

5/152

Japan

10

10/151

15

Korea (rep.)

10

10/1519

5/10/1513

Kuwait

10

10/151

15

laos

10

10/151

15

luxembourg

10

10/151

15

Malaysia

10

10/151

15
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Country

Dividends (%)

Interest (%)

Royalties (%)

Mauritius

10

10/151

5/1510

Myanmar

10

10

5/10/1515

nepal

10

10/151

15

netherlands

10

10/151

5/152

new Zealand

10

10/1519

10/157

norway

10

10/151

5/10/1512

oman

10

10/151

15

Pakistan

10

10/151

0/10/1516

Philippines

10

10/1521

15

Poland

10

10/151

0/5/1520

romania

10

10/151

15

russia

10

10/151

15

Seychelles

10

10/151

15

Singapore

10

10/151

15

Slovenia

10

10/151

10/1522

South africa

10

10/151

15

Spain

10

10/151

5/8/158

Sri lanka

10

10/151

15

Sweden

10

10/151

15

Switzerland

10

10/151

5/10/154

taiwan

5/1017

10/151

10

turkey

10

10/151

15

Ukraine

10

10/151

15

United arab emirates

10

10/151

15

United Kingdom

10

10/151

5/152

United States

10

10/1519

5/8/159

Uzbekistan

10

10/151

15

Vietnam

10

10/151

15
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Notes:
1. 10 percent applies to a recipient that is a bank or financial institution (including an
insurance company; 15 percent for other interest payments.
2. 5 percent for the use of or the right to use any copyright of literary, artistic, or
scientific work;15 percent for other royalties.
3. 5 percent for production or reproduction of any literary, dramatic, musical, or
artistic work (but not including royalties in respect of motion picture films and
works on film or videotape for use in connection with television broadcasting);15
percent for other royalties.
4. 5 percent for alienation or the right to use any copyright of literary, artistic, or
scientific work excluding cinematograph films or tapes used for radio or television
broadcasting; 10 percent rate for alienation of any patent, trademark, design or
model plan, secret formula, or process;15 percent rate for other royalties.
5. 3 percent for interest paid on loans or credits granted for 4 years or more with
the participation of a financing public institution to a statutory body or to an
enterprise in relation to the sale of any equipment or to the survey, the installation
or the supply of industrial, commercial or scientific premises, and public works;
10 percent applies to a recipient that is financial institution; 15 percent for other
interest payment.
6. 0 percent for payment in respect of films or tapes (payable to a contracting
state or state-owned company); 5 percent for the use of or the right to use any
copyright of literary, artistic, or scientific work; 15 percent for other royalties.
7. 10 percent for the use of or the right to use any copyright, any industrial,
commercial or scientific equipment, any motion picture film or film or videotape
or any other recording for use in connection with television, or tape or any other
recording in connection with radio broadcasting; the reception of, or the right to
receive, visual images or sounds or both and the use in connection with television
or radio broadcasting, visual images or sounds, or both, transmitted by satellite or
cable, optic fiber or similar technology; 15 percent rate for other royalties.
8. 5 percent for the use of or the right to use any copyright of literary, dramatic,
musical, artistic, or scientific work excluding cinematograph films or films or
tapes used for radio or television broadcasting; 8 percent for the use of or the
right to use industrial, commercial, or scientific equipment;15 percent rate for
other royalties.
9. 5 percent for the use of or the right to use any copyright of literary, artistic, or
scientific work including software, and motion pictures and works on film, tapes
or other means of reproduction for use in connection with radio or television
broadcasting; 8 percent for the use of or the right to use industrial, commercial or
scientific equipment; 15 percent rate for other royalties.
10. 5 percent for the use of or the right to use any copyright of literary, dramatic,
musical, artistic, or scientific work excluding cinematograph films or films or tapes
used for radio or television broadcasting; 15 percent rate for other royalties.
11. 5 percent for the use of or the right to use any copyright of literary, dramatic,
musical, artistic, or scientific work including software, cinematograph films or
tapes used for radio or television broadcasting; 10 percent for the use of or the

right to use industrial, commercial, or scientific equipment, or for information
concerning industrial, commercial, or scientific equipment or information
concerning industrial, commercial or scientific experience; 15 percent rate for
other royalties
12. 5 percent for the use of or the right to use any copyright of literary, artistic, or
scientific work; 10 percent for the use of industrial, commercial, or scientific
equipment; 15 percent for other royalties.
13. 5 percent for the use of or the right to use any copyright of literary, artistic, or
scientific work including software, and motion pictures and works on films, tapes
or other means of reproduction for use in connection with radio or television
broadcasting; 10 percent for the use of or the right to use any patent, trademark,
design or model, plan, secret formula, or process; 15 percent for other royalties.
14. 10 percent for the use of or the right to use any copyright of literary, artistic or
scientific works and, any industrial, commercial or scientific equipment;15 percent
rate for other royalties
15. 5 percent for the use of or right to use any copyright of literary, artistic, or
scientific work; 10 percent rate for the consideration for any services of a
managerial or consultancy nature, or for information concerning industrial,
commercial or scientific experience; 15 percent rate for other royalties.
16. 0 percent for films or tapes (payable to a contracting state or state-owned
company); 10 percent for the use of or the right to use any copyright of literary,
artistic, or scientific work; 15 percent for other royalties.
17. 5 percent for dividend if the beneficial owner directly holds at least 25 percent
of the capital of the company paying dividend; 10 percent for other dividend
payments.
18. 10 percent for interest received by a financial institution (including an insurance
company), or paid by in connection with the sale on credit of any industrial,
commercial or scientific equipment or the sale on credit of any merchandise by
one enterprise to another enterprise; 15 percent for other interest.
19. 10 percent for interest paid to financial institution (including insurance company)
or with respect to indebtedness arising as a consequence of a sale on credit of
any equipment, merchandise or services, except where the sale was between
persons not dealing with each other at arm’s length; 15 percent for other interest.
20. 0 percent for payment in respect of films or tapes (payable to a contracting
state or state-owned company); 5 percent for the use of or the right to use any
copyright of literary, artistic, or scientific work (excluding cinematographic films or
tapes for television or broadcasting);15 percent for other royalties.
21. 10 percent for interest received by financial situation or in respect of public issues
of bonds, debentures or similar obligation; 15 for other interest.
22. 10 percent for the use of, or the right to use any copyright of literary or artistic
work including motion pictures, live broadcasting film, tape, or other means of
the use of reproduction in connection with radio and television broadcasting or
industrial, commercial or scientific equipment; 15 percent for other royalties.
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