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Thailand & DTAs concluded

How many ?

With 61 jurisdictions, they are entered into force (as of June 2018)

Inspiration of DTA for Thailand

OECD + UN Model
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aydguanedouldnunulayssinnla ?
Income taxes

® Personal income tax
® Corporate income tax

® Petroleum income tax

(+) Tax of State Agency (Government, political subdivisions)



Legal provisions relative to International Transactions

« Revenue Code of Cambodia

« Double Tax Agreement
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Revenue Code

Yes

No

Yes

Tax Burden

DTA

No

Yes

Yes

Burden

No

No

Yes



naudulaniela DTA

Specific provisions
Ex. Dividends, Interest, Capital gains, Royalties, Shipping and Air
Transport, Artistes and Athletes, etc.

. 1

General provisions

Ex. Business Profits, Independent/Dependent personal services

: ]

Other incomes

Ex. Capital Decrease, Capital Increase, M&A, etc.
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Active income
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Passive income
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Business Profit
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Permanent Establishment
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Independent Personal service
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Independent Personal service
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Dependent Personal service
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Dependent Personal service
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Dividend
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Fees for Technical Services
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(Elimination of Double Taxation)



Ordinary Credit

Profit derived from oversea 50,000,000

Oversea rate 50% = 25,000,000

If Thailand, this would be 20% = 10,000,000

Profit derived from Thailand 75,000,000

Total profit = 125,000,000

Thai rate 20 % = 25,000,000

Tax due in Thailand 25,000,000 - 10,000,000 = 15,000,000

Total tax due 15,000,000(Thailand) + 10,000,000 (Oversea) = 25,000,000

730

50,000,000/125,000,000 x 25,000,000 = 10,000,000

37
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(Tax Sparing Credit)
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What is MAP ?

« The negotiation between the CAs to resolve the international

tax disputes »

® Presentation of the case to the Competent Authority of the

Contracting State of which taxpayer is a resident

® Double Tax Acreements usually have a MAP article (usually
article 25 - refer to pre. 4.29 — 4.31 OCED Guidelines)



3 yrs. after the 1% notification of measure

Taxpayer EEEEEEEEESSSSSSs—md  Authority

Examine

Unilateral Settlement

Yes ‘L’ No

Closed Continued
Bilateral Settlement {#‘

Decision : 2 yrs. after presenting the case to other Contracting State

l Fail to find a solution

Another Solution
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The Principles and Guideline on Agreement Between the Royal
Government of Cambodia and the Government of the
Kingdom of Thailand for the Avoidance of Double Taxation and
the Prevention of Fiscal Evasion with Respect to Taxes on
Income - DTA

Ministry of Economy and Finance

General Department of Taxation

Department of Law, Tax Policy and International Tax Cooperation
03 July 2018
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Contents

I Overview of the negotiation
Il. Ratification and Enter into Force

lll. Application of DTA

* Persons and Taxes covered

* Permanent Establishment (PE) rules and how it applies to the taxation of business
profits in Cambodia and Thailand

* Payments of dividends, interest, royalties and fees for technical services
* Income or profits from international transport

e Capital gains on the sale of assets and shares

*  Employment income and Tax on Salary

* Other income and Mutual Agreement Procedures

IV. GDT’s implementation procedures and taxpayer’s obligations.
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l. Overview of the Negotiation oy
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The negotiation process:
* Preparatory meeting: 04-06 February 2015, in Bangkok, Thailand.

* First round of negotiation: 08-12 June 2015, in Siem Reap, Cambodia.

* Second round of negotiation: 18-22 January 2016, in Chonburi,
Thailand.

* Third round of negotiation: 17-19 August 2016, Phnom Penh,
Cambodia.

* Fourth and Final round of negotiation: 03-04 August 2017, Bangkok,
Thailand.

* The DTA was signed on 7 September 2017, Phnom Penh, Cambodia,
by H.E. Senior Minister Minister of Economy and Finance of Cambodia
and H.E. Minister of Foreign Affairs of Thailand,
presided over by Samdech Techo Prime Minister of Cambodia and
H.E. Prime Minister of Thailand.



Il. Ratification and Entry into Force

* DTA between Cambodia and Thailand was ratified by
the National Assembly and the Senate on 17 November
2017 and 27 November 2017 respectively.

* Promulgated by the Royal Decree No. NS.RKM. 1217.
022 dated 09 December 2017.

* Prakas on Implementation of DTA No. 116 dated 02
February 2018 provided the GDT to prepare the
Guidelines on Rules and Procedures of the DTA
implementation.



1. Application of DTA S

1. Persons and Taxes covered

* This Agreement shall apply to persons who are residents of
one or both of Cambodia and Thailand.

* The existing taxes to which the Agreement shall apply are in
particular:
* In Cambodia:

- Tax on Profit including Withholding Tax, Additional Profit Tax on
Dividend Distribution and Capital Gains Tax;

- Tax on Salary;
* In Thailand:

- Income tax; and

- Petroleum income tax;



F5F
. Application of DTA &

2. Permanent Establishment (PE) rules and the taxation of business profits in
Cambodia and Thailand

 Permanent Establishment means a fixed place of business
through which the business of an enterprise is wholly or
partly carried on

* If there is a PE, only the income attributable to such PE in
Cambodia will be subject to tax in Cambodia.




E
1. Application of DTA el

2. Permanent Establishment (PE) rules and the taxation of business profits in
Cambodia and Thailand

 Article 5 (2) PE includes especially:
»a place of management
»a branch
» an office
» a factory
» a workshop

» a warehouse in relation to a person providing storage
facilities for others

» a mine, an oil or gas well, a quarry or any other place of
extraction of natural resources

» a farm or plantation.



. Application of DTA W&

2. Permanent Establishment (PE) rules and the taxation of business profits in
Cambodia and Thailand

 Article 5 (3) PE also encompasses:

* A building site, a construction, installation or assembly
project or supervisory activities in connection with:
more than 6 months.

* The furnishing of services: more than 183 days

* The carrying on of activities (including the operation of
substantial equipment) for the exploration or the
exploitation of natural resources: more than 90 days




Ill. Application of DTA

3. Payments of Dividends, Interests, Royalties, Fees for Technical Services

Withholding Taxes under

LOT
Dividends 14% 10%
Interest 14% 10%, 15%
Royalties 14% 10%

Fees for technical services 14% 10%



lll. Application of DTA AR, |0

4. Income or Profits from International Transport

* Income or profits from the operation of aircraft in
international traffic: only taxable in the State the enterprise
is incorporated

* Income or profits from the operation of ship or boat or rail
or road vehicle in international traffic: also taxable in the

source State (reduced to 50%)

10



l1l. Application of DTA

5. Capital gains on the sale of assets and shares

* Gains derived by a resident of Thailand from the alienation of
immovable property, situated in Cambodia, maybe taxed in
Cambodia.

* Gains derived by a Thai enterprise from the alienation of ships or
boats, aircraft, or rail or road vehicle operated in international
traffic or movable property pertaining to the operation of such
ships or boats, aircraft, or rail or road vehicle shall be taxable only
in Thailand if the enterprise is incorporated there.

* Gains from the alienation of any property other than above,
shall be taxable only in the Contracting State of which the
alienator is a resident.

11
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Ill. Application of DTA

6. Employment income and Tax on Salary

Domestic Tax on Under DTA
Salary Rate

From the exercise - 0% to 20% for Possible
of Employment residents exemptions for non
- 20% for non- residents
residents

* Conditions for exemption:

- If the recipient is present in Cambodia for a period or periods not exceeding
in the aggregate 183 days in any twelve-month period commencing or
ending in the fiscal year concerned; and

- The remuneration is paid by, or on behalf of, an employer who is not
resident of Cambodia; and

- The remuneration is not borne by a permanent establishment or a fixed
base in which the employer has in Cambodia.

 Remuneration derived in respect of an employment exercised aboard a
shiP or boat, aircraft, or rail or road vehicle operated in international
traffic, shall be taxed only in the Contracting State in which the
enterprise is incorporated. 12
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7. Other income

* Items of income of a resident of a Contracting State,
wherever arising, not dealt with in the foregoing Articles of
this Agreement shall be taxable only in that State.

13



lll. Application of DTA AR, o

8. Mutual Agreements Procedures

* Aresident of a Contracting State may present his case to the
competent authority of the Contracting State of which he is
a resident or a national if he considers that the actions of
one or both of the Contracting States result or will result for
him in taxation not in accordance with this Agreement.

* The case must be presented within three years from the first
notification of the action resulting in taxation not in
accordance with the provisions of the Agreement.

14



IV. GDT’s implementation procedures and taxpayers’ ¢

To implement DTA Cambodia-Thailand, following documents have
been issued:

* Prakas on Implementation of DTA No. 116 dated 02 February,
2018

* Guideline on rules and procedures for DTA implementation No.
4084 GDT dated 26 March, 2018

15



IV. GDT’s implementation procedures and taxpayers’

Highlights of the Guideline:

* Responsible unit to handle taxpayers’ request for benefits under
DTA: Department of Law, Tax Policy and International Tax
Cooperation of General Department of Taxation

* Responsible unit to handle taxpayers’ request for Certificate of
Residence: Department of Administration and General Affairs
of General Department of Taxation

16



IV. GDT’s implementation procedures and taxpayers’

Highlights of the Guideline:

* Withholding tax rate under DTA : Dividend, interest, royalties,
fee for technical service paid to resident of Thailand are subject
to tax under Article 26 (new) of Cambodia Law on Taxation, but
not exceeding the rates under DTA.

* For example: under Cambodia-Thai DTA, Article 11 para. 2(b),
interest received by Thai resident other than financial institution
are subject to withholding tax in Cambodia, but the tax so
charged shall not exceed 15% of the gross amount.

17



IV. GDT’s implementation procedures and taxpayers’

How to apply for benefits under DTA

e Submit request letter to GDT (Department of Law, Tax
Policy, and International Tax Cooperation-DLPIC)

* DLPIC reviews the request and report to management
for consideration and decision

* Notification will be issued to the requesting taxpayer

18



IV. GDT’s implementation procedures and taxpayers’ ¢

Required Documents for Individual:

* Passport

e Certificate of Residence
* Contract/document related to income payment

e Authorization Letter

19



IV. GDT’s implementation procedures and taxpayers’

Required Documents for legal person:

* Certificate of Residence

* Certificate of Incorporation

* Company Statute

* Contract/document related to income payment

e Authorization Letter

20



IV. GDT’s implementation procedures and taxpayers” ob

Sample Certificate of Residence

1

Office

Department

non Road,

Floor, Tiwsz

1 1000, Thailand

66 (0) 252

FEax 2606 COY 2

March /l 9 ». 2018

s R OL2Z2

Certificate of Residence

To whom it may concern:
Name of Company

A ddress

Tax Identification Number 5

In compliance with the Agreement between the Govermment of the Kingdom of Thailand and the
Government of the Kingdom of Cambodia for the Avoidance of Double Taxation and the Prevention of Fiscal
Evasion with respect to Taxes on Income, we hereby certify that the above company is a resident of Thailand for

tax purpose. The company is incorporated and taxable under the law of Thailand since the year 1993 and has
already filed income tax recturn for the taxable year 2017 (January 1, 2017 - June 30, 2017) .

This certificate is issued upon the request of the above taxpayer for whichever legal purpose it may

serve.

No. 214660 20 APR 2018

BEKXK 100
Certified Genuine Signature(s) of

CHARINPHAT KLUNWARIDN _____

B —
NATTAWUT SUP,\“f\J{r)

Legal Officer

Practitioner Level
Ministry of Forcign A ffairs of Thailand
2584922

(MR
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Please visit www.tax.gov.kh for

more information.
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Thank You!!l
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