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## 4986276034 : MAJOR LAWS
KEYWORDS : THE RELIEF OF INTERNATIONAL DOUBLE TAXATION / CREDIT
MEDTHOD/ EXEMPTION MEDTOD

MANEERAT SUNGVORAWONGPHANA : LEGAL PROBLEMS ON THE
RELIEF INTERNATIONAL DOUBLE TAXATION UNDER THE REVENUE
CODE OF A COMPANY INCORPORATED UNDER THAI LAW. THESIS
ADVISOR : ASSOCIATE PROFESSOR TITHIPHAN CHUERBOONCHAI,
THESIS CO-ADVISOR : DR. PAUL THIRAKHUPT 163 pp.

The residence country uses a unilateral relief of double taxation in order to mitigate tax
burden of international investment for its tax payers. Currently, Thailand adopts three methods of
the unilateral relief as follows; (i) the deductionimethod (ii) the credit method and (iii) the
exemption method.

From the study, it is found that eertain meastzes on unilateral relief of double taxation
under Thai laws (the credit methed and the exemption imethod) are inappropriate and need
reconsideration. These would be summarized as follows;

Firstly, the credit methed tunder Royal Deeree no.300 introduces a foreign tax credit
computation method that allows higher€redit limit; it dees net allow an indirect tax credit or
underlying tax credit on dividends ree€ived fiom foreign company which led to a double taxation to
certain extent; further, it does net contain a provision demonstrate the nature of levy that would
equate to Thai income tax and bes€ligible for fomgn tax eredit. Thus, the Royal Decree no.300
sheuld be revised as follows: (i) allecate fthe expcnses to foreign-source incomein respect of
calculating foreign tax credit limit' (ii) adding a prov131on that allows an indirect tax credit or
underlying tax credit, and (iii) adding a prowsnon to claborate the nature of foreign tax that would
be eligible for credit.

Secondly, the exemption method under RayaL Decree n0.442 is not suitable in term of
fellowing; (i) lack of capital export neutrality (q) double dips on deduction of cost from income
eligible for tax exempt (iii) the proportien of share to be held by shareholders, (iv) the
requirement for the foreign tax rate of 15% is much different from Thai corporate income tax rate
of 30% (v) the requirement thatithe source of dividends received must be distributed from the net
profit of the tax paying company. Thus, the Royal Decree no.442 should be amended as follows: (i)
the cost for income eligible for tax exempt must not be deduciible (ii) review, and reduce if
appropriate, the proportions of share to be held by tax payers in the foreign company (iii)
reconsider the requirement in relation to the minimum foreign tax rate of 15% to make it closer
to the Thai corporate tax.zate 0f.30%.and.(iv),adding a provision, that would allow dividend for
tax exempt regardless the source provided that the! dividend so ‘paid. out is income that has
already been subject to carporate income tax at any level before.

Thirdly, there is a problem in relieving doublestax where thé tax payer receives
dividends from different’ countries. Currently, it is not cledr how the tax payer chooses the relief
methods. In this situation, the tax payer should be ‘entitled ‘to 'select the relief'method provided
that, once selected, the method will apply to dividends received from every country.

Lastly, there is also a problem on an unsystematic approach in the taxing provision and
the relief provision, i.e. the taxing provisions are prescribed in the Revenue Code while the relief
provisions are prescribed in Royal Decree. This should be modified by prescribing all in the
Revenue Code.
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