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Background: In 2003, regulations were issued by the Board of Investment and the Revenue Department enabling companies to establish a Regional Operating Headquarters as a corporate vehicle in Thailand. In March 2010, the Board of Investment drafted proposals to expand the tax privileges and relax some of the conditions that apply. In May, these proposals were further revised by the Cabinet. A summary of the original requirements and tax privileges, and how these have been changed, appears below.

Requirements for a Regional Operating Headquarters: A ROH must comply with the following requirements:

 

1. It must be a Thai registered company or juristic partnership. 

2. It must provide qualifying services. These are: administration and business management, procurement of raw materials, and finished products, research and development, technical support, marketing and sales promotion, regional human resources training, financial advice, economic and financial analysis and research, credit control, and other services approved on a case by case basis.  

3. It must have annual expenditure of at least 15 million Baht in Thailand or has at least 30 million Baht invested in it. 
4. The ROH must provide services to subsidiaries or branches in at least three countries. Under the new provisions, ROHs must service one foreign affiliate within its first fiscal year, two within its third year, and have a total of three serviced affiliates within five years. 
5. The ROH must have at least 75% skilled employees and at least five specialised professionals.

6. The ROH’s top five executives must each have annual salary and benefits of at least 2.5 million Baht.   

7. The ROH must be a real operating company with a physical presence and employees in Thailand. 
Tax benefits: The tax benefits available to a ROH are as follows:

 
1. Corporate income tax exemption for 10 years on income derived from qualifying services provided to overseas affiliated entities.  
2. Corporate income tax reduced from 30% to 10% for 10 years on income derived from qualifying services provided to Thai affiliated entities.  
Provided that a ROH generates more than 50% of its income from qualifying services and royalties charged to foreign entities, it can claim the following additional benefits:

3. No corporate tax or withholding tax is charged on dividends received from or paid to foreign affiliates for 10 years. 
4. Corporate tax on interest received on loans is reduced from 30% to 10% for 10 years. 

5. Corporate tax on royalties is reduced from 30% to 10% for 10 years. 

6. Personal income tax for foreign employees will be charged at a flat rate 15% for eight years.
7. No personal tax is charged on income of foreign employees working outside Thailand

The tax benefits in 1-5 above may be extended for a further five years up to a maximum of 15 years, if cumulative expenditure of the ROH for years 1-10 exceeds 150 million Baht. 

Existing ROHs: Existing ROHs will qualify for the new privileges, but they need to submit new applications within five years from the date the new regulation comes into effect. 

Comment: To date, some 80 or so ROHs have been registered. The government hopes that by expanding the tax benefits and liberalising the conditions required they will become more popular and generate greater foreign investment in Thailand, particularly taking into account foreign investment uncertainty caused by the political violence of April-May 2010.   
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