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Transfer Pricing

Related Parties
Arm’'s Length Price

Related Transaction



. Related Parties .

OShareholding test (Ownership)

OControl test (Management /

Supervisory)

OContract test (Exclusivity &
Monopoly)



. Arm’s Length Price .

Olndependent parties

OMarket price in the market
OComparable benchmark
OPrice evaluation method

OAuction / Bidding = Market Price



- Related Transactions .

OSale of goods

OProvision of service / License
Olntracompany loan
OParental guarantee

OESOP & Equity transaction



BEPS

Base Erosion Profit Shifting

Transfer Pricing
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Transfer Pricing

Sale of Goods
Service / License

Loan

Share



. TP Focus: Service Fee .

OFee payments (Before Tax)

ORoyalties and license fee

OManagement fee / Consulting fee

OMarketing fee / Procurement fee / Sourcing fee
OIT & Maintenance fee

ORecruitment fee / Training fee

Olnterest / Guarantee fee

OCost allocation (Shared service / Centralized servicg)



. TP Focus: Tax Haven .

OTax Haven: Singapore, Hong Kong, Mauritius,

Labuan, Seychelles, Cyprus, Ireland
ONo tax on offshore source income
ONo dividend tax

ONo capital gain tax

OLow corporate and personal tax
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ABB ASEA Brown Boveri Ltd
(Switzerland)

49%

a9%
shares

48.93%

ASEA Brown Boveri Holding Ltd
(Thailang) - Registered capital = 1.2 M

51%
shares

ABB Engineering and Construction Ltd
(Thailand) — Registered capital = 9.5 M
Retained earning 101 M at liquidation

Subsidy

ABB Distribution Ltd

(Thailang)
Completed liquidation

27 ABB Power Ltd

(Thailand)
Completed liquidation

21735M
Loan

51%
shares

rse2m
~oar



KCE Case

(Corporate Guarantee)

| KCE |
To support bank credit facilities i
Corporate
Guarantee
PP — S
. SubCol - Sub Co2 |

Corporate Guarantee Agreement

-  KCE provides the parental guarantee to its 2 subsidiary companies
- KCE write-off the bad debt on guarantee / Deductible expense?

- No guarantee fee chargeable: CIT issue? / No SBT paid
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Share Premium Case

()N 5812/2557)

I Oxydental
i Chemical
e Us

Thailand
Siam . I
Elect.ro 50 % Shares I |
Chemical . | TH :
Siam Electro Chemical (EBT) | SharehOldel‘S I

- Loss with negative book value of share |
- Capital increase of THB 900 M
- 1,000 share ( par @100) with share premium of THB 900,000,000 by US shareholder
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NEC Case (Share Premium)

I ' NEC Japan | (Substance over form - Subsidy)

33 % m_ P-r.elgré}ic_e .Shares Japan
T Thailand
| NEC o e |
 Thailand | [ * 7PNV 9 NEC Engineering TH
NEC Thailand

- Loss with negative book value of share

- Capital increase of THB 410 M

- 1 share (@1,000) with share premium of THB 409,999,000 by NEC JP
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Electrolux Case -

()N 5808/2557)

Marketing Service (No Agreement in writing) Sweden

Service fee / Withholding Tax ?77? Thailand
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Diageo: -

Non-deductible expenses

1. TH organized the event in Thailand to promote products of US

2. TH deducted PR and MKT costs in its accounts to offset with price of
imported products from US (lower imported price)

. TH paid the import duty on assessed imported price/surchargei%@alty

Thailand

| Diageo

Event to promote

products of Diageo US
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Thai MC: PE Agent - Sales

Fect payment of sales

Thailand

End-Customers

[

Thai MC

1. No conclusion of sales contract
2. No mnvolvement in sales payment

3. But ‘connect’ to sale products of its parent company
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Halliburton: Victory of taxpayer

Oil & Gas Service Contract

i
................................... i —
Provision of service
Accounting period_ ___ _ _ _ __ _____ 2" [ I 150 days after year-end _ 1
When is the tax point of WHT on profit remittance tax of 10% ?
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Case Study

N1SNTUUA “TIANARA”



- Property Developer: Market Price .

e . THB 66 M (Sale price)
| Offered price of 4 units of | THB 44 M (Official price)
' condo in Bangkok Post ! THB 22 M (Agreed price)

Other Developers
Finally, sold to

related person

Comparable with others
developers

ATWNINHIAIRT)NT 21881/2555
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Nike Case

(Customs Valuation on Royalties)

NIKE Inter | - NIKE Inc. | | Brldgestone USA I
........... Inc. (OEM)

Trademark License and Sole Distributorship Agreement

- For trademark usage of NIKE products in Thailand

- OEM pricing for golf ball in Thailand and US are not different (per unit)
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11.113/2545 Guideline
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. 1.113/2545 Guideline .
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. 1.113/2545 Guideline .
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TP: Safe Harbor
Economic substance
Business purpose
Documentation

Benchmark



TP Documentation
Commercial Contract
Commercial papers
Reasonable transaction
Benchmarking Study

Functional Analysis
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