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Olntroduction to Transfer Pricing

Concept
ONew Transfer Pricing Rules in Thailand

O Transfer Pricing Assessment in
Thailand

OTransfer Pricing Dispute & Solution



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
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. 1.113/2545 Guideline .
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Transfer Pricing
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Transfer Pricing Assessment

(N1smgIagauNElutlaqiiv)

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 serviceg)



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

31

)N 14588/2555



. 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

32



- Christieni Nielsen -

(Loss from investment)

Negative NBV S

|
o ( I Indo-China
,  Intertec

i Holding

v

Sale @ USD 1 with loss
from investment

. Investment |

Offshore

Thailand

Conversion of loan TH
985 M to be equity of
USD 21 M and then
reduction of capital of
USD 50,000

7)n1 8763/2555 .



ABB ASEA Brown Boveri Ltd
(Switzerland)

49%

4%
shares

7)n1 13253/2558

48.93%
shares

ASEA Brown Boveri Holding Ltd
(Thailangd) - 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
7ZM
ABB Distribution Ltd
(Thailand)
Completed liquidation
27 My ABB Power Ltd

(Thailand)
Completed liquidation

217.35M
Loan

51%
shares

se2m
~oan



Hana Semi-conductor Case
()N 1056/2549)

' Foreign Bank | ' Foreign Co1 |  Foreign Co2 |
____________________ 3 - Loan without interest
1-Loan
2 /Share investment Hong Kong
Thailand

| Thai Co (Taxpayer) |
| .
i (Hana is a BOI company) :

4 - Interest Payment

Thai Co, Foreign Co 1 and Co 2 are related companies

Is this a part of Transfer Pricing (TP) transaction?

35



KCE Case: Corporate Guarantee

To support bank
credit facilities
Corporate
Guarantee
SubCol - Sub Co 2 |

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 1ssue? / No SBT paid

N1 11271/2555 .



Share Premium Case
(N1 5812/2557)

Oxydental |
. 50 % Shares

| Chemical | <,

Siam Electro |

i Chemical |
L. — e —_— e —_— s —_. S

Siam Electro Chemical (EBT)

- 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 sharehoal7der



NEC Case (Share Premium)

(Substance over form - Subsidy) Ejﬂ’l 2050/2559

' NEC Japan |

33 % m_ P-r-e;ré/.vc_e .Shares Japan
e A s
i NEC o
 Thailang | 2727 7OV ARAES - NEG Engineering TH
EC Tralang

- 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

38



Philips Electronics .
Marketing Fee

Deemed royalties

' Philips Export BV | 7N 15773/2555

1. Marketing service pr0V1ded outside Thailand

Netherlands
" Thailand
r_ S : T i
i Philips Electronics | | |
I_ ........... ( _Tllal_lafld_) ........... I ole of Products > : Thai End-Customer :
[ |
[ |

2. Trade secret is to support marketing service L j
3. Confidentiality is required / Then, it is regarded a royalty

Is this a part of Transfer Pricing (TP) transaction? 39



Electrolux Case .

()N 5808/2557)

Marketing Service (No Agreement in writing) Sweden

' Electrolux
' (Thailand) |

40



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/surchargeﬁgalty

Thailand

| Diageo

N1 1109/2559 “



Thai MC: PE Agent - Sales

Fect payment of sales

Thailand

. Thai MC | Connect to sale p mduCLSrOf End-Customers
e s f e o o e W MC Japan
Thai MC

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

3. But ‘connect’ to sale products of its parent company

7)1 3936/2548 (Uszrnlua) *



Halliburton: Profit Remittance

Oil & Gas Service Contract

T

................................... | —
Provision of service
Accounting period ' 150 days after year-end I

When is the tax point of WHT on profit remittance tax of 10% ?

)N 13986/2558 .



Case Study

N19A49 “51ATlau”
Transfer Pricing
lun15U5ulAsI8579 “NQNLIsEN’

EBT / PBT

(Entire/Partial Business Transfer) ..



NDRNUABINUNE

~. /

usq 2N
Nnanie

EBT

Tau AUNSNE / Vuau lUnsrum

59ANAU = SIANARA
ARIAANZ LU ULANLISHN

—_—

n15 “launanisNanuam”

EBT (Entire Business Transfer)

wulusl

AN

Business & Share Swap

N5Ulay
(5@)

geviuaan bl

< v a
iuLaNARINANIg
ManaIsulan
fan1g

aaniulul swap NUNANISHAUNE

s1A15UlaUN = sIAAINTTTIRE Ay

VN k4 ¥ ko a 9125
pnavuaageneldtanuluiEevgita



M/ Ansssusiane | lewdanisvianns Taunanisg ALLITHN
(EBT) 11949U (PBT) (AMG)
mMeRulayAna ANLIU - fANLAY
MBRUIAUTEN AN - 2N
n’ﬁ:rglmém,ﬁu 2N ANLAY &ANLAY
NEESNALRNIY 2NLAY NLAY 2ANLAY
ANSUABNL] NLAY 2NLAY 2NLAY
AT NTAUTIBIY 2 % 2 % fnLAY

UL

131879150131 Tax Loss ARILSHNNLAUWEDAILNU

Wl la / wa LN Tax Loss UR9Lis

nsulay

46




15 “launan1sNIuNa”
Schering (Thai) EBT to Bayer (Thai): Case

Entire Business & New Share Swap

AN /

b4 < v
Schering sulau Bayer iuianas
nans . Aans
h 5 (Thai) "
ﬁﬂﬁuﬂ NNENANTU

<:: Taunanis
flgnana (HEananIs)

aanRiulul swap NUNANITEHUNE
s1A15UTaY = AN T U lau

—

1. 12y Funsne / wuaun 1udnavum
2. g1A11aY = 59A1ARA + Goodwill 2

3. ARNAANLLAULANLGEN tnayuracgnalifayuluiiFeviie

)N 8763/2560



Goodwill Evaluation

OGoodwill azts ? Goodwill Evaluation
OGoodwill: Accounting (TFRS #51) / Law / Tax
Om’mlfiimﬂm Nu Book Value / Fair Market Value

OGoodwill lun15gaurananis (M&A)

OSchering EBT (Entire Business Transfer) to Bayer (Z]'ﬂ’]

8943/2560)

ONo EBT tax exemption !!!

48




- N15launNaAn1sUINEIU

Partial Business Transfer — PBT

1. Set up New Co to be IPO Co
2. Hold share to be associate companies

3. PBT: Exemption on VAT, SBT, SD

Own shares over 50% at least 6 months

Existing Co >V
Transfer (Special
partial Purpose

Selective BU - i
business Vehicle)
(Spin-off) :,‘>

NAYV of SPV not less than Value of PBT

49



Case Study
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- Debt Appearance -

Loss and dissolution

Denmark

hareholding with write-off investment Thailand

i e |
| |
| |

Intra-company loan i Christienie Nielsen |
i i

Without claim of loan : :
| |

and interest i (EN) i
i i

Loss of THB 863,000,000

)N 8763/2555 :



- Property Developer: Market Price .

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

Other Developers
Finally, sold to

related person

Comparable with others
developers

AMANINBIAIAN)NT 21881/2555

LS ENWAIUIARUIANITANUNEWDITA (WMADUNE 4 BIFATINE) IALANTSNYIS/
vsEnlutAga bilsnna ‘sradssiiusinnng



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)

)N 962/2554 5



Thal Tank Terminal
Management Fee

.......................... Non-royalties
] - Pack Tank BV i
1 —Ligensing Contract
[ q = 9
Licenge Fee = 0.5% Netherlands
I 2—Mpnagement Contract ~ ~ ~ ~ ~ "~ "~~~ :ﬁlz_uia_n_d_
ManafementFee 8% i
' ' ThaiEnd- |
I [
I_ ................................... .: LiqUI.d pipe/ine transport I Customer I

2. Licensing contract to use know-how and IP
3. Management contract for non-royalties services

Is this a part of Transfer Pricing (TP) transaction? -
wap ieing (LF) 7N 13993/2555



TP: Safe Harbor
Economic substance
Business purpose
Documentation

Benchmark



TP Documentation
Commercial Contract
Commercial papers
Reasonable transaction
Benchmarking Study

Functional Analysis



Case Study
Transfer Pricing
Dispute Management

AIBENAR “TIAINAIA

Reasonable Ground 57



. Case Study .

Market Price

OT/I'I'Em (AAMNUNIY “T9IAIARIA7) (Z]'m 7952/2551)
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. Case Study .

Market Price

O?‘l?m (AAMNUNIY “T9IAIARIA7) (2]'m 7952/2551)

aa = @ ey Y v oo < o
oupnssuguilusiamldagluiuninislautiluaiuay
U

LU 12,629,200 LN

opdyTamanidasthalassgaluiiuvinaagdinis
G152 N1 INTEANIALATNUL N UN AUWN A BHIU LA
uAARETTNALAsAINTRARNL TaaFusaesnan1snnu
[V C NN [~

nsnannaluRuladinsuausnnERulauaaa
~ a
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. Case Study .

Market Price
ONAU (AMNKNIY “TIATRAA") (}jm 7952/2551)

odsznauny “Aidame Lulatiauavaunlasauly
UL LNALALNNSIAIAININSIATL TS LN UAINAND

oaselaNs A anauLdasNNI e NE
7,000,000 L% UUAINITIABAIALAL NN UADY
ANAIT NSVl NENULszINu lEs1AL 92U
o I () = a 1% ¢ @ = " =
panatlugrumslssiaulvlannnigasds ‘N
§5NARNIE” AITALWA? o



. Case Study .

Market Price
O5n8UR SAAB ()N 5639/2550)

01l =19 N1R51 65 W (4) LalalEINAIINTIAIAATA
13 watdlaWansundeanananglunemsanlaanalyl
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