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. Outline .

® Rule of personal tax collection

—Source Income Rule

—Resident Rule

® Taxable & Non-taxable income under

employment



. Outline .

® Alternative tax planning on employment

(Secondment / IHQ)

® Inbound & Outbound employment
—Tax equalization

—Dual Employment

® ESOPs (Stock options) & Early retirement
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. Source Income Rule (Case study) .
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Taxable & Non-taxable
Income

under Employment
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. Taxable & Non-Taxable
Income under Employment

® Basic remuneration vs. Fringe benefits

Taxable Tax exemption
Commission bonus Contribution of provident fund
Over time wage Hotel expense (occasionally)
Per diem (regular basis) Per diem (not regular basis)
Car fuel (working day) Car fuel (on work/actual paid)

Free stay at employer’s home | Medical expense (actual paid)

F&B during working hours 2 Staff Uniforms/year

Outing / Touring expense Training / Scholarship (with conditioqos)




. Taxable & Non-Taxable .
Income under Employment

® Basic remuneration vs. Fringe benefits

Taxable Tax exemption
Office car with fuel Office car with fuel (Only office hours)
Employee car with reimburse Taxi fare reimbursable from works
Employer’s share Offshore travelling expense for works
ESOPs when exercise Entertainment (paid with credit card)
Discount from direct sale Loan / Advance salary (no interest)

Insurance premium-individual | Group insurance during working time
Lower price of company’s goods | Travelling bus for staff

Meeting attendance fee Name card for employee

11




. Taxable & Non-Taxable .
Income under Employment

® Basic remuneration vs. Fringe benefits

Taxable Tax exemption

Pension fund / Compensation | New Year staff party

Severance pay Sport day

Long term work reward Long term work reward (non-financial)

(financial)

Childbirth support fund Medical device / Medicine

Staff birthday’s gift Insurance premium for medical expense
for group insurance not long than 1
year

Gift for sick staff 12




. Taxable & Non-Taxable

Income under Employment
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. Taxable & Non-Taxable .

Income under Employment
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. Cost, Cost, and Cost .

(Deductible?)

® Insurances to protect Key Man under Loan Agreement !

(nA 0706/5745 — 11 NQU1eIW 2550)

—Employer: Loan agreement with the bank lender
—Loan agreement required the life insurance for key man
—The beneficiary is the bank

—Insurance premium is deductible expense for employer

—Insurance premium is not the additional income for key man

15



. Credit Facilities Insurance .
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. Key Man Insurance .
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. Service Charges .

® Service Charges: $12/lA2298NA14 / 18418224

WA LN ? (NA 0702/4116 — 26 NQUIEU
2560)
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. Service Charges .
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. Taxable & Non-Taxable .
Income under Employment
® Corporate welfare vs. Special treatments

— Corporate welfare for corporate tax deductible

® Welfare to general staff (not specific group)
® Corporate Announcement / Corporate Disclosure
® Management’'s approval / Record in writing

— Special treatments with specific purposes

® Specific group of staff (not general)?
® For business purpose?

® Reasonable amount of payment?
20



. Taxable & Non-Taxable .

Income under Employment

® Tax benefits for management and general employee

— Employer view

® Reasonable grounds: Corporate policy / Documentation
® Reasonable amount. Market rate / Benchmark
® Deductible expense for corporate tax purposes

® If not, additional 20% corporate tax on such benefits with higher

personnel costs

— Employee view

. . 21
® Taxable income / Tax exemption



. Taxable & Non-Taxable .
Income under Employment

® Case study 1: Corporate employer set out the policy to arrange the

annual seminar for all staff (nA 0706/9321 — 10 qufﬁmﬂu 2549)
— All staff involve to plan for the business of next year
—Encourage all staff to involve in the strategic plan of employer

—To develop the relevant skill of all staff in relation to the

company business
—Should it be ‘additional benefit” for personal income tax?

—Can it be deducted for corporate tax purpose employer)?
22



. Taxable & Non-Taxable .
Income under Employment
® Case study 2: Corporate employer provide the educational

fund to staff’'s children (nA 0702/392 — 13 NNSIAN 2553)

—All staff are entitled to obtain the supporting fund

—Policy with terms and conditions of this policy are

disclosed in writing
—Reasonable amount of this subsidy

—Can it be deducted for corporate tax purpose

(employer)? s



. Taxable & Non-Taxable .
Income under Employment

® Case study 3: Employer engage the hotels and villa for staff leisure

under the corporate policy (nA 0702(NN.10)/1377 — 26 ?Jg‘mﬂu
2552)

— All staff are entitled to obtain the benefits from this policy
—Hotel expenses must be paid by staff for special rates

—Can it be deducted for corporate tax purpose(employer)?
—Will it be a part of personal income tax? If so, any exemption?

—How to deal with VAT chargeable by the hotel?

24



Alternative tax planning on employment

Secondment

IHQ



Secondment Arrangement

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

Parent Co | 4 — Retain offshore employment

1 — Secondmeht Contract

Offshore

i
Payroll

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

1. Thai Co and Offshore Parent Co are related companies

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

26



. Secondment Transaction .

® Tax treatment

*Flow of fees: Service fee chargeable

(recruitment / secondment arrangement) /

Relate to relevant contract

®Rechargeable & Reimbursable transactions:
Mark-up or not mark-up / Taxable income or

Nnot

27



. Secondment Transaction .

® Tax treatment

—Impact against employees and employer

®*Continuing employment / Social security
®Tax equalization

*Deductible expense

28



. Alternative tax practices .

on employment

® International Headquarter (IHQ) and International

Trading Company (ITC)
®* To replace Regional operating headquarter (ROH)

—Expat under ROH with 15% (flat rate) of income (not

net income)
*\Whole period of employment under IHQ

*Whole period of IHQ status

29



Subsidiary owned
IHQ by IHQ at least
25%

|

|

 Shareholding at least 25%

i

: Control power / Supervision




- International Headquarter

(IHQ)

IHQ

Management /
Technical service /
Supporting services
/ Treasury services

to associate

~_____companies -

31
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- | Summary of Tax Benefits | .

Expat Staff IHQ Foreign
Company
Tax reduction | Tax reduction (15 years) Tax exemption
to flat rate of | to 10% for service fee and royalties on dividend and
15% for the | derived from onshore associate interest derived
employment | companies from IHQ

period of IHQ | Tax exemption 15 years for service fee /
royalties / dividend / capital gain derived
from offshore associate companies and
trading income from foreign company (Out-

Out) 33




‘ Business Unit ’ M < Flow of fees ) Profit Center Cost & Margin Front & Back Office
o, Trade & Service

- Transfer pricing
il Idenf'fy
Pe°p|e ||lll|"'"‘“"“ 3- Grouping

.l Services related to
Flow of transaction LocaIIOffshore |HQ Restructure M Gnternatlonal Trade)

G Restructu re) ,,,,,,,,,,,,,,,,,,
i (Busmess Admm) Treasury
Non-reconcile works 4 2. Classify
m— (HR & Trammg) w Relendmg
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Inbound & Outbound

employment



. Inbound Employment .

® Foreign staff with local employment

—Permanent establishment (PE) / VAT
—Foreign business license

—Work permit / Visa

36



. Inbound Employment .

® Foreign staff with local employment

—Dual employment: Offshore / Onshore
® Separation of work and working time
® Allocation of salary and benefits
® Foreign currency and corporate rate
—Net salary with higher salary cost for Thai employer

® Effective tax rate of 35% net salary (42%)

37



. Inbound Employment .

® Case study 4: Foreign consultant during short term

period in Thailand (nA 0706/5664 — 12 NTNHIAN 2548)

—How to treat with local work permit of foreign staft?

—How to deal with withholding tax for service fee

paying to foreign consultant in Thailand?
—Double tax agreement?

—How to deal with VAT of such payment?

38



. Inbound Employment -

® Case study 5: SEA Regional Manager and tax equalization

(tax hypo) (nA 0706/12152 — 2 §UANAN 2550)

® Regional Manager (RM) for South East Asia in-charge
of Thailand

® RM derives salary in Hong Kong and Thailand
(branch)

® RM derives salary in Thailand on ‘net basis’ and the

employer compute the salary on ‘tax on tax’ basis

39



. Inbound Employment -

® Case study 5: SEA Regional Manager and tax equalization

(tax hypo) (nA 0706/12152 — 2 §UANAN 2550)

® Employment contract agreed on ‘tax equalization” and
the employer will pay tax on behalf of RM when the
amount of tax payable in Thailand exceeds tax

payable in Hong Kong

® If over tax paid, who can claim the tax refund? RM or

Employer?

40



. Inbound Employment .

® Case study 6: Foreign consultant work as a local

director
(NA 0702/128 — 26 NNAWUE 2551)

®* Thai Co engages a foreign consultant to consult

and design the construction project in Thailand

® Foreign consultant is a director of another Thai

company during period of work in Thailand

41



. Inbound Employment .

® Case study 6: Foreign consultant work as a local

director (NA 0702/128 — 26 NNANNUG 2551)

®* How to deal with tax payable (WHT) when the

consulting fee is made?

® Any other tax liabilities of the foreign consultant?

VAT?

®How to deal with work permit of foreign

consultant? 42



. Inbound Employment .

® Case study 7: Expat salary less than the amount

in work permit (NA 0811/3180 — 19 LU 2545)

*Work permit requires ‘'minimum salary’

subject to each nationality

*What happen if the salary agreed lower than

the minimum salary?

43



. Inbound Employment .

® Case study 7: Expat salary less than the amount in

work permit (NA 0811/3180 — 19 LHIH8U 2545)

®How to deal with tax calculation during the

month? Withholding tax
®How to deal with yearly personal income tax?
® How to deduct salary expense for employer?

®|s it a false statement in terms of criminal offense?

44



. Outbound Employment .

® Thai staff with offshore employment

—Job description: Onshore part / Offshore part

—Continuing employment after completion of

offshore tasks

—Salary allocation of job description

45



. Outbound Employment .

® Thai staff with offshore employment

—Additional personal tax burden

—Tax equalization (Balance of personal tax in

Thailand and offshore)
—Work permit and payroll outside Thailand

—Social security in Thailand and offshore

46



. Outbound Employment .

—Case study 8: Offshore assignment under

Employee Borrowing Contract (nA 0706/297 —
13 NNTIAN 2548)

— T hal and UK companies are related companies

—Thai and foreign staff under Thai Co were
borrowed to work in UK for 1 year under UK

employment

47



. Outbound Employment .

—Case study 8: Offshore assignment under Employee

Borrowing Contract (nA 0706/297 — 13 NNTIAN
2548)

—After UK employment, Thai employment are going

on

—Thai Co paid salary in Thailand for UK work and

recharge to UK Co without mark-up

—\What is the tax treatment for Thai Co and employee’



. Outbound Employment .

® Case study 9: Offshore & Onshore Employment
Contract with allocation of salary (nA 0706/4932 — 28

WO BNIAN 2546)

—Thai and SG companies are related companies

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

49



. Outbound Employment .

® Case study 9: Offshore & Onshore Employment
Contract with allocation of salary (nA 0706/4932 — 28

WO BNIAN 2546)
—Sat-Mon in Thailand / Tue-Fri in Singapore

—Thai Co paid salary in Thailand for ALL part of
employment and recharge to SG Co for SG part of

Work

—What is the tax treatment for Thai Co and employeg?



. Outbound Employment .

® Case study 10: Temporary offshore assignment with

per diem (NA 0706/5599 — 14 WRUU 2547)

—Thai Co assign Thai staff to take care the offshore

clients
—Thai Co pays per diem during the offshore period

—Employer tax view: Deductible expense?

51



. Outbound Employment .

® Case study 10: Temporary offshore assignment with

per diem (NA 0706/5599 — 14 WRUU 2547)

—Employee tax view: Taxable income or exemption?

—How to be done for personal income tax

exemption?

—Reasonable grounds / Documentation / Amount

52



. Outbound Employment .

* Case study: 1i3Enlnagsaningliinanuinilszina
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. Outbound Employment .

* Case study: u?ﬁm”lmﬂﬁqgﬂ%"mvlﬂﬁﬂmuﬁﬂﬁzmﬁ
a12 (NA 0702/4185 — 29 NQUIEIY 2560)
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ESOPs
(Employee Stock options)

Early retirement



. ESOP (Stock Options) .

®* ESOPs (Stock options)

—QOptions / Shares of corporate employer or its

parent company

—Special (exercise) price paid by the employer

for the employee

56



. ESOP (Stock Options) .

®* ESOPs (Stock options)

—Channel to distribute fund from subsidiary
company to parent company via equity
(ESOPs)

—Any Transfer Pricing (TP) issues?

57



. ESOP (Stock Options) .

® Case study 11: ESOPs of US parent company

provided to employee of Thai subsidiary company (NA

0706/6389 — 9 NTINHIAN 2546)
—EXxercise right within 10 years
—Employee pay exercise price

—Employer pay difference between exercise price

and actual price

58



. ESOP (Stock Options) .

® Case study 11: ESOPs of US parent company

provided to employee of Thai subsidiary company (NA

0706/6389 — 9 NTINHIAN 2546)

—Can it be deducted for corporate tax purpose

(employer)?

—Will it be a part of personal income tax? If so, any

exemption?

59



. ESOP (Stock Options) .

® Case study 12: ESOPs Structure (nA 0706/7715 - 17
ANUIAN 2547)

® ESOPs provide to director, management and staff

*ESOPs = 2 types of income: Employment income

and capital gain

*What if ESOPs of offshore parent company?

60



. ESOP (Stock Options) .

® Case study 12: ESOPs Structure (nm 0706/7715 - 17
ANUIAN 2547)

®*What kind of taxable income? Employment

iIncome or others?

®* How to treat it when ESOPs exercise/activate

after employee resignation?

61



. Case Study .

Market Price
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. Case Study .

’ Market Price
OMULFEHN (ESOP) ()N 8306/2557)
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. Case Study .

Market Price

OMULUFHN (ESOP) (N1 8306/2557)
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_ P _

® Employment Joint Investment Program

® Employee purchase Employer’s share in

the SET
® Dollar Cost Average (DCA)

®* No Share Base issue
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. Tax on Early Retirement -

® What is employment termination?

—Resignation

—Completion of employment period
—Retirement

—Dismissal

—Death

—Dissolution of employer o6
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. Tax on Early Retirement .

® What is early retirement?

—Employee

*Employment period terminate before the age
fixed under the employment agreement or

work regulation
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. Tax on Early Retirement .

® What is early retirement?

—Early retirement condition

® Agreed from the beginning under the

employment contract or work regulation
®*Revised the contract later

*Enforcement: WHEN?
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. Tax on Early Retirement .

® Early retirement vs Provident fund

® Tax benefits for early retirement: Provident fund

exemption
—Employee

®Age not less than 55 years old

70



. Tax on Early Retirement .

® Early retirement vs Provident fund

—Employment period
®*Provident fund period not less than 5 years

(Employment period DIFFERENT FROM provident

fund period)
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. Tax on Early Retirement .

—Retirement

*Meet target date or employment expire
following to terms and conditions in the

employment contract IN WRITING

*Whether ‘employment contract’ covers ‘work

rule/regulation’?
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. Tax on Early Retirement .

® Case 13 — Early retirement after the Revenue

Department lost the case of AIA management
(N 0706/3494 — 3 L8 2550)
—Employee: Age not less than 55 years old

—Employment period: Provident fund period not

less than 5 years

73



. Tax on Early Retirement .

® Case 13 — Early retirement after the Revenue

Department lost the case of AIA management
(NA 0706/3494 — 3 L {81 2550)

—Retirement: Meet target date or employment
expire following to terms and conditions in the

employment contract IN WRITING
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. Tax on Early Retirement .

O Case 14— Early retirement (revise the work rule)

O (nA 0702/6009 - 30 NINHIAN 2552)
O Employment contract
OAgreed at the first place in the contract or work rule
O Revision of contract
ORevise to replace the previous one

ORevise the contract later may be usable but it is required to be

enforceable in general (not on sole discretion of employer)

ONot propose the new project of early retirement
75



. Tax on Early Retirement .

® Case Study- Early retirement (revise the work rule)

* (NN 1628/2557: PEA) / (jn1 8793/2558: BAAC)

—ANANY _ INSISLUALNEENAIY _ ATNADLNAL
N15N1UN AN b LN (Early Retirement)
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—agilu Provident Fund l&iyagnad 51l
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. Alternative tax practices .

on employment
®* Employment in business reorganization (M&A)

—Amalgamation / EBT of corporate employer
—Provident fund / Pension fund transfer to new employer
—ESOPs transfer to new employer

—How to deal with tax treatment for corporate employer?

—Any additional personal income tax for employee?

77
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