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. Outline - 1 .

O Key consideration on ‘commercial’ issues

O Commercial purpose of outbound investment
OWhere (preferable country) to go for outbound investment

OForm of outbound investment (Hierarchy of corporate

structure)
O Shortcut outbound investment (M&A)
O Offshore holding company

O Case study: Thai business with outbound expansion



. Outline - 2 .

O Key consideration on ‘HR’ issues

OdJob description on offshore and onshore works
OSecondment and Dual employment contract
OContinuing employment and severance pay
OFringe benefits and attractive offshore works
OTax equalization for fair employment

OSad story and case story



. Outline - 3 .

O Key consideration on ‘legal’ issues

OCorporate structure and choices of corporate entity
OPersonnel planning and management

OProperty ownership and restriction

OForeign limitation and license/permit

Olntellectual property protection

OForeign exchange control



. Outline - 4 -

O Key consideration on 'Tax’ issues

OCorporate and personnel tax structuring
OTransfer pricing on flow of fees

ODividend tax planning back to Thailand
OAnti-tax avoidance for cross-border transaction

Olnternational Headquarter (IHQ) and international

Trade Center (ITC)



Key consideration

on

‘Commercial’

ISSUes




. Outbound Investment .

Location

| Corporate
Finance
Model
Legal
People

Tax



. Stage of outbound investment .

1 2 3
Pre-study > People > Financial
Readiness Model
. Implementation |
| @ 4
; Monitoring 5
| | Corporate Legal
j Control | Structure Tax

— =

Compliance



. Efficient income repatriation

to Thailand
OTypical flow of fees (Before Net Profit & Tax):

ORoyalties & Franchise & License fee
OManagement fee / Consulting fee
OMarketing fee / Procurement & Sourcing Fee
OIT & Maintenance fee

OHR / Recruitment fee / Training fee
Olnterest

ODividend (After Net Profit & Tax)

OPoints of concerns: Offshore withholding tax / Transfer Pricing / PE
9
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SCG: Outbound Investment .
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CP Group: Outbound Investment
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. Efficient income repatriation .

to Thailand

OCost allocation between Head Office and

Offshore Branches

OMust not be ‘Parent company’ and ‘Subsidiary
OReasonable and proportional basis Is required
OBeware of ‘deemed royalties’

OEsso case In Thailland

14



Esso (Thailand): Cost allocation .

ECC NV - Belgium

Accounting centralized service to
Esso network worldwide

Licensing\
Contract :

Thailand : Other countries Cost allocation

: . i I
IS0 el | Esso affiliates
- Esso US engages SAP US to provide accourting software and system

- SAP US allows Esso US (Parent company) and its affiliates worldwide to use the software
including maintenance service, consulting, training

- ECC has no right to be sublicensed but it is a centralize service provider among Esso
affiliates worldwide

- ECC develops the platform system for centralized accounting service
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Central: Outbound investment
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Key consideration on

‘Legal’

ISSuUes




. Corporate structure

for offshore investment

OChoice of corporate structure
ORepresentative office
OLicensing agent
ODistributorship arrangement
OHolding company
OBranch or subsidiary

OJoint venture or Consortium

19



. Legal Check List ‘

ONew offshore entity

ORepresentative office
OlLicensing agent
ODistributorship arrangement
OHolding company

OBranch or subsidiary
OdJoint venture or Consortium

OdJdoint venture

20



Points of Concern: Outbound investment

(Anti-tax avoidance) ('No dividend tax )

(No capital gain tax) (Low tax courftry)
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Foreign limitation

Role & Duties

Shareholding &

ownership Civil & Criminal

Director Liabilities ',

COffshore Investment) Q"Ld') ..... (wveo)

Cliclis of ___________ (Distrlbutor)
Member of Board corporate |
"""""""""""" {{Rep Office )

Board structure HR & Personnel ) e

Business license

Board combination

L : "CSubsldiary)
. Specific requirements \ (Lleenslng Agent)
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Step-by-step: Corporate Structure

® Representative Office
® Distributor

® Licensing agent

® Joint venture

® Subsidiary / Branch

® Foreign direct investment (Land / Factory)

22



Preferable Corporate Capital

® Non-cash arrangement

—Sale and lease back of existing equipment and

machine
—Intellectual Property (TM / License)

—Intangible asset (Customer list / Distribution

channel)

® Cash arrangement (OPM): Bridging finance /
Strategic partners (PE/VC)

23



- Corporate structure

for offshore investment
OShareholding and ownership

O 100% owned / 75 % shared

O 50% controlled / Consolidation

O Not exceed 50%

O Local shareholder required ?
OForeign limitation

O Activities prohibited / Specific license

24



. Corporate structure

for offshore investment
OMembers of Board

OBoard structure
OBoard of Commissioners
OBoard of Directors
OBoard combination
OForeign director

OLocal director (Resident / Nationality)

25



Key consideration on

'HR & Personnel’
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Secondment Arrangement

,_.._.._.._.._.._.._.._.._..I

: Parent Thai Co | 4—Retain offshore employment

Thailand

Payroll

\ 4

1. Thai Co and Offshore Parent Co are related companies

2. Secondment contract: Fee/Non-fee and 2/3 contractual parties

3. Safety zone: PE / Foreign business license / Work permit / Tax

29



. Secondment Agreement .

OSecondment service

OTax treatment on Secondment Fee (Optional)

OFlow of fees: Service fee chargeable (recruitment /

secondment arrangement) / Relate to relevant contract

Olmpact against employees and employer

OContinuing employment / Social security
O Tax equalization

ODeductible expense

30



. Secondment Case Study .

ORecruitment service vs Secondment service

OCase study: Offshore & Onshore Employment Contract with allocation

of salary
OThai and SG companies are related companies

OThai CFO under Thai Co (25%) and SG Co (Regional CFO - 75%):
Over 180 days in Thailand (Thai tax resident)

OSat-Mon in Thailand / Tue-Fri in Singapore

OThai Co paid salary in Thailand for ALL part of employment and
recharge to SG Co for SG part of work

OWhat is the tax treatment for Thai Co and employee?
31



. Case Study .
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. Employment tax planning .
for offshore works

O Case study: Italian-Thai Development in Philippines

OThai engineer was assigned to work in Philippines
O3 years employment in PH

OSalary paid in Thailand and withholding tax

OTax refund on overpaid tax with negative result
OTax court for claiming of tax refund

ONo part of DTA raised in the court procedures

33



. HR structure for offshore investment .

ODirector liabilities

ORole & Duties

OAuthorization & Signatory

OCivil & Criminal liabilities
OHR & Personnel

OWork permit & Visa

OSpecific requirement: CEO / CFO / HR Director

34



Employment and Other Options

Outsource Employment

(Hire of work - service)

Description of works is required Job description must be specified
No time control Time control is a key

No annual fee increase Salary increase is essential

No promotion Promotion is necessary

Completion of works is required but | Continuing work under control

no control

Written evidence is not required Written evidence is not required

Social security is not required Social security is required 35




Employment Tax

Outsource
(Hire of work - service)

Employment Tax Consideration

PIT / CIT- optional

Personal income tax (PIT)

VAT applicable

VAT exemption

Stamp duty applicable

Stamp duty exemption

Withholding tax: Flat rate

Withholding tax: Progressive rates

Highest tax rate: 35%

Highest tax rate: 35%

Deductible allowance: Fix / Actual

Deductible allowance: Many/Low

Foreign consultant: DTA apply

Foreign staff: DTA not apply

Tax planning opportunities: HIGH

Tax planning opportunities: LOWY,




. Optional Oversea Assignment .

OForm of employment and tax consequences

O Permanent & Interim employment
Contract period
Professional / Freelance / Consultant

Director

O O O O

Trainee

37



Key consideration on

)

‘Tax

ISSUes
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. Double tax elimination on .

outbound investment

® Unilateral double tax elimination
—Royal Decree No. 300 / DG Notification No. 65
* No DTA supports / DTA overriding
 Credit or Expense in Thailand for tax paid offshore
 Evidence of tax payment
« Corporate practice of taxpayer

 Practices of the Revenue Department 30



. Double tax elimination on

outbound investment

O Offshore dividend: Royal Decree No. 442
O Corporate tax exemption
O Certain requirements are met
OPercentage of shareholding (over 25%)
OTime of shareholding (6 months)
OStandard tax rate of offshore company (min.15%)
O Offshore holding (paper company) is not allowed

O Proposed revision of Royal Decree No. 442

40



Holding Company +
Offshore Co

: Operating :

'l Company |

" Industrial Estate in Bienvey Vietnam
Dividend (Tax exemption) . —

100% own

41



Holding Company +
Offshore Co

i e B -
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; 218l 1N/ | WISNLUAT JNNA B RN/ |
Dividend (Tax exemption) Offshore
Shareholding over 25 % .
J ’ Thailand
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Holding Company + .

Offshore Co

R — — _
~ Operating | Damand
j | power
. Company J' generating
sale of elgftricity Lao

Dividend (Tax exemption) PPA Thailand

S |

j CK Power . 100% ownT I g A I

— i AT

_(Listing in the SET) | . PEA
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. Holding Company +

Offshore Co

I ‘T.-,”Ju (Solar Power | J— s -

: Uada / lwagi) : | A1 (W / vdieay / i |

............................. | ﬁ’aﬂ / ﬁﬂﬂ'])
ARALATLAE I

(Wind Power) ! ;

Thailand
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. Offshore corporate planning .

for tax benefits

ODouble tax agreement network
OBest treaties network: Singapore / Australia

OOffshore jurisdiction: Singapore, Hong Kong, Mauritius,

Labuan, Seychelles, Ireland

ONo tax on offshore source income
ONo dividend tax

ONo capital gain tax

OLow corporate and personal tax

45



No Corporate Tax
No Capital Gain

Tax Benefits

No Dividend Tax
No F/S

Ireland

Mauritius

DTA with Thailand
Tax Haven

Singapore
Hong Kong

Seychelles

Malaysia

Isle of Man

Sample

Labuan

Payment
-

Offset
Novation \ Debt Settlement
- Ry ’
Release '

Debt Merger
IHQ & ITC

Offshore Dividend
Personal Resident Rule Tax Planning
Re-invoicing ~> .
Transaction

ESOPs

Representative Office
Branch Office

Distributor
(Optional)

Corporate
Structure

Licensing / Franchise

Joint Venture Co

Subsidiary Co

Holding Co

Withholding Tax

Domestic Tax Tax Certificates

Tax Refund
PE
Royalty

Interest

Income Tax
Capital Gain

Double Tax Agreement Dividend

Personal
Exchange of Information

Credit & Expense
Methodologies

Reverse Charge

VAT Registration

VAT & Customs VAT Filing

Inter Tax (Chinapat)

VAT Report

Reconciliation

Tangible goods
Sale
Intangible goods

IP (Intellectual Property)

Service Non-IP
Secondment /
Recruitment

Transaction
Cash
Loan
Cash-inkind

Private Equity &
Venture Capital

investment Joint Venture

M&A

Transfer Pricing

Thin Capitalisation

Treaty Shopping

Controlled
Foreign
Anti-Tax Avoidance (BEPS) Company
General
Anti-Avoidance
Rule

Money
Laundering &
CRS



Update

New Tax Laws
Double Tax Agreements
Singapore
Ireland

Cambodia



- DTA: Update .

(Thailand & Singapore)

*Permanent establishment
—Building / Construction over 12 months

—Service / Consulting over 183 days in 12

months
®Capital gain

—Thailand = No taxing right

48



. DTA: Update

(Thailand & Singapore)

®*Royalties
—Software / Copyright = 5%

—Patent / Trademark / Equipment = 8%

—|nformation / Database / Others = 10%

49



. DTA: Update .

(Thailand & Ireland)

*Permanent establishment
—Building / Construction over 6 months

—Service / Consulting over 6 months in 12

months
®Capital gain

—Thailand = No taxing right

50



DTA: Update
(Thailand & Ireland)

®Royalties
—Software / Copyright = 5%

—Patent / Equipment = 10%

—Trademark / Information / Database = 15%

51



. DTA: Update .

(Thailand & Cambodia)

®*Permanent establishment

—A warehouse, in relation to a person providing

storage facilities for others

—Building / Construction / Installation / Assembly /

Supervisory over 6 months

—Service / Consulting over 183 days in 12 months

52



. DTA: Update .

(Thailand & Cambodia)

®* Permanent establishment

—Carrying on activities for exploration/exploitation

of natural resources over 90 days in 12 months
® Capital gain on share / securities

—Thailand = No taxing right (Treaty Override

Chance)

7
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. DTA: Update

(Thailand & Cambodia)

®Royalties
—Software / Copyright = 10%

—Lease of Equipment = 10%

—I|nformation / Database = 10%

—Technical Service = 10% (Management /

Technical / Consultancy Services)

54



. Offshore corporate planning
for tax benefits

OAnti-tax avoidance rules
OTransfer pricing (TP)
OThin capitalization (TC)
OTreaty shopping (TS)
OControlled foreign company (CFC)

OGeneral Anti-avoidance rules (GAAR)

55



. Anti-tax avoidance rules

AEC Countries

Anti-tax avoidance rules TH | SG | ML | IND | PH

Transfer pricing Yes |Yes | Yes | Yes | No
Thin capitalization No | No | Yes | Yes | No
Treaty shopping _ - _ - _

Controlled foreign companies | No | No | No | Yes | No

GAARS No | Yes| No | No | No




Anti-tax avoidance rules

AEC Countries

Anti-tax avoidance rules MY | CAM | Lao | VN
Transfer pricing No Yes No | Yes
Thin capitalization No No No No
Treaty shopping - _ _ _
Controlled foreign No No No | No

companies

GAARSs




- Anti-tax haven

(Case study)

| . . !
! > | Indo-China
: Inter.tec | Sale @ USD 1 with loss from | Investment :
! Holdlng | investment .
I .
BVI) !
. BVD) Offshore

Thailand
Shareholding with USD 50,000

Conversion of loan
THB 985 M to be

equity of USD 21 M
and then reduction of
capital of USD 50,000

Christieni Nielsen
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. IHQ & ITC .

® NNURY WTTTITNO BN DULN 586

* ANBUSABIAUNU LI N5z na (IHQ) waz 15N
n1sA19EINgUszInA (ITC)

* ilgzniAld 1 wouA1AN 2558 (LEL9ALAILAIRIAAINIY
UszniAlus1tnasaiyiuns)

* IHQ H28}#i “N192199711 Oversea Expatriate Staff’ 919114

Tulng  wa Offshore Assignment ?/"I@ﬂ “énmmmugn%’w”
1o Tmeawne Tax (Corporate & Employee)
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International Headquarter
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AdIUNAalULASa .

vsEnvnanuly IHQ
lasiagnin 25%

IHQ

>

1EEmgnaau
(IHQ Sister
Company)

—--

;?mwﬁ@"lul,ﬂ“éa

usEnngnoanulag IHQ
l3saand 25%

1EEMgnaay
(IHQ Sister
Company)

nstanuliiaand 25%

| ATUIAAILAN / AMNULALANANIS



. asdanaiszlaginians .

AKAINAND IHQ UsENANNLsZINA

o = [ % = o % I a v = a
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& 519718129150 Avavinantaana A lulng 15 | $una was
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AnUzURY [HQ
(Effective Tax
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IHQ — Application

(Revenue Department)
* JavnalutAsalulseindalng / Ag1unalutAsaneilssing

* FARLLDLAAUAINAN / Business Plan (Budget / Corporate Structure /
Organization Chart)

Executive Summary / History / Background / Concept of IHQ / Vision
Target of business in long term /

Next 3 years: Expat employment plan including reason & necessary

Next 3 years: Industry and market analysis

Next 3 years: operation plan / Financing plan

Next 3 years: Budget (Projection) on revenue, expense, investment, profit

distribution and employment
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‘ Business Unit , M Flow offees Profit Center Cost & Margin Front & Back Office

5 % / Trade & Service
,,,,,,,,,,,, L — Transfer pricing
- 1 Idenﬁfy

(nowofmmuon) w IHQ Restructure @ """ (ﬁfm'm@

4 Restructure ) )

Treasu
Non-reconcile works + 2.Classify ( Business Admin ) —p— . ")
| Econ & (—HR&TrainIng) Netting/ | Relending ,

Re-mixed function Investment |, —
 Producis R&D \Cash Pooling }

ANAlYSIs | ' e—t——
Double roles & (Suppomno Semces)
responsibilities |  —— T e,
No fee chargeable : Financial advlsory Technical supports
: , F Procuromont of MKT & Sales \FX Management)
Market practice & Corporate practice ( Credit analysis )




. List of IHQ in SET and MNCs

Ajinomoto (Thailand) Co., Ltd

Seafresh Industry Public Company Limited (CFRESH)
Huawei Technologies Co., Ltd (HUAWEI)

Minor International Public Company Limited (MINOR)
PTT: PTTEP / PTTGC

The Siam Cement Public Company Limited (SCG)
Tanchong Mekong Regional Co., Ltd

Toyota Boshoku / Toyota Motor Asia Pacific

Homepro / Makro
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