Tax benefits awarded by the 
Thailand Board of Investment

by

Teerakarn Noichaum, Bangkok International Associates 

Introduction

The purpose of this article is to provide a summary of the tax privileges that can be awarded to promoted companies in Thailand by the Board of Investment.

There are two main privileges that the BOI can award: firstly, exemption from corporate income tax for a maximum period of eight years, and secondly, reduction of 50% of the normal corporate income tax rate for not more than five years from the expiry of the tax exemption period. 

Practical interpretation 

The practical interpretation of exemption from corporate income tax and other privileges granted by the BOI certificate can be said to be quite strict. Note that if a promoted company engages in promoted business and non-promoted business, the BOI tax privileges will only apply to the promoted business and the company will in practice have to keep two sets of accounts. Careful attention must be paid to the scope of exempt business operations under the BOI certificate, e.g., whether any sale of by products from manufacturing or semi-finished products is also within the scope of privileges granted under that BOI certificate and is exempt from corporate income tax. 
Another example is debt forgiveness or release by a creditor of a BOI company. This is not within the scope of exempt business operations and is therefore still treated as income subject to income tax. BOI promoted companies can carry forward any net loss incurred during the tax-exempt period to be deducted as expenditure from net profit incurred during the five year period commencing from expiry of the tax-exempt period. Proceeds of sale of any assets used in exempt business operations which are not functioning or not suitable for further use is treated as income from exempt business operation provided it is approved by both the BOI and the Revenue Department.
Value added tax

BOI companies are still subject to VAT. However, they may deposit security or have a guarantor in order to guarantee the VAT amount incurred on import of goods, instead of paying the VAT amount. BOI companies can use a letter from the BOI as a letter of guarantee instead of using a normal letter of guarantee issued from a commercial bank. 
Withholding tax
During the tax exemption period, BOI companies will not be subject to withholding tax because they are not subject to corporate income tax and withholding tax is an advance payment of income tax. However, in practice, the company must send a copy of the BOI certificate to the payer of any fees to be paid to it before making payment.            
Two or more BOI certificates

If a promoted company has been granted two or more BOI certificates, it must combine the net profit and net loss incurred under both into one amount of profit or loss. If the final net amount is incurred during the tax exempt period and the net amount is a profit, the company will be exempt from income tax, but if the net amount is a loss, then the company can carry forward any net loss incurred during the tax-exempt period to be deducted as expenditure from net profit incurred for five years commencing from the expiry of the tax-exempt period. 
However, if the company has been granted two or more BOI certificates whereby one certificate is still valid for exemption from income tax and another certificate only grants the reduction for 50% of income tax rate for not more than five years from the expiry of the exemption period, then the company can use any net loss incurred from exempt business operations as deductible expenditure from net profit under the 50% reduction of income tax privilege, and if there is any remaining net loss, it can be used as a deduction against net profit of non- tax exempt business operations.    
Dividends
Any dividends distributed by promoted companies are exempt from income tax if the dividend is distributed by the company and received by the recipient during the exempt period, and provided it is distributed from the net profit of exempt business operations. If the recipient receives a dividend from a promoted company without there being any mention from which business operation the dividend is distributed, then that dividend must be prorated towards the net profit from exempt business operation and non-exempt business operations. 

Equipment and machinery

In addition to the foregoing tax privileges, promoted companies will be exempt from any duty on import of equipment or machinery approved by the BOI. However, if the BOI withdraws all privileges concerning customs duty on import, then the company will be treated as never having been granted exemption from duty on import from the outset, and must pay duty on imports at the rate prevailing on the date of import. 

Other matters
Any remuneration received from goodwill, copyright or other intellectual property rights by a promoted company in accordance where the agreement is approved by the BOI will be exempt from income tax for five years commencing from the first date of income recognition of the company. 

Transport, electricity and water supply fees and expenditure can be deducted as expenditure at the rate of double the actual cost.  

If a promoted company is dissolved, merges with or transfers its entire business to another person, then the BOI certificate of the disposing company is valid for not more than 3 months further from the date of dissolution, merger or transfer of business. However, if the transferee or merged company desires to operate the business under the existing BOI certificate, the transferee can apply for its transfer within a three month period. If the BOI approves the privileges, the transferee will be granted a new BOI certificate having the same privileges as the old BOI certificate for the remaining period of the original certificate. .       
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