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Affected Parties
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1. Thai companies and juristic partnerships;
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2. Foreign companies and juristic partnerships; and
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3. Government agencies, including the Ministry of Finance (Fiscal Policy Office and
Comptroller General’s Department), the Bureau of the Budget, the Board of Investment, and the

Eastern Economic Corridor Office.
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Background (Problems and Objectives)
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Thailand has used tax exemption and tax reduction measures as instruments to promote
investment, develop targeted industries, and enhance the country’s competitiveness. However,
changes in the global economic environment and international approaches to the taxation of
large multinational enterprise (MNE) groups may reduce the efficiency and effectiveness of
traditional tax incentives for investment promotion. It is therefore necessary to consider forms of
tax incentives that are appropriate for the new environment, can support investment efficiently
and effectively, and take into account their impact on the country’s fiscal position.
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A Qualified Refundable Tax Credit (QRTC) is a form of tax incentive recognised by the
Organisation for Economic Co-operation and Development (OECD). Such a tax credit may be used
to pay tax liabilities and, where any credit remains, the remaining amount may be refunded in
cash or cash equivalents within four years, subject to the prescribed rules and conditions.
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The Revenue Department and the Board of Investment have jointly considered the appropriate
approach and legal mechanisms for providing QRTC incentives, including the source of funding
required to support such incentives. It has been considered appropriate for the Revenue Department
to serve as the agency responsible for administering QRTC incentives and for the QRTC incentives,
as well as the relevant rules, procedures, conditions, and mechanisms for their consideration and
administration, to be established. This is intended to provide Thailand with an investment
promotion instrument for targeted industries that will contribute to high-value employment,

domestic technological and innovation development, and sustainable long-term economic growth.
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Explanation of the Principles or Key Issues of the Draft Legislation Submitted for Public

Consultation
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1. A Qualified Refundable Tax Credit (QRTC) incentive shall be provided. A recipient may
use the approved QRTC amount to pay tax liabilities and, where any amount remains, may claim
the remaining amount as a cash refund within four years from the prescribed date.
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2. The Revenue Department shall be the agency responsible for administering QRTC
incentives and shall have the authority to summon persons or documents, conduct searches, and
take other necessary actions in a manner similar to the powers conferred under the Revenue Code.
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3. The Revenue Department shall be authorised to retain a portion of corporate income
tax collected, after deducting withholding tax remitted under Form P.N.D. 53, without remitting
such amount as government revenue, for the purpose of funding the provision and administration
of QRTC incentives. The amount so retained shall not exceed 1 per cent of corporate income tax
collected after deducting withholding tax remitted under Form P.N.D. 53.
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4. The eligibility requirements for QRTC incentives, the expenditures or activities eligible
for such incentives, and the applicable rates or amounts of QRTC incentives shall be prescribed
by Royal Decree.
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5. A company or juristic partnership wishing to apply for QRTC incentives shall submit an
application to the Revenue Department, together with the relevant information, documents, and
evidence, in accordance with the rules, procedures, conditions, forms, and time limits prescribed
by the Director-General of the Revenue Department.
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6. A committee shall be established to consider the granting of QRTC incentives, with the
Director-General of the Revenue Department serving as Chairperson and representatives of
relevant agencies and qualified experts serving as members. The Committee shall determine
policies and the amount of QRTC incentives to be granted each year, establish rules governing
the consideration of applications, and consider the approval, modification, or revocation of QRTC
incentives.
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7. The Revenue Department shall review applications for QRTC incentives and submit
them to the Committee for approval. In granting approval, the Committee shall determine the
amount of the QRTC incentive and the commencement and expiry dates of the incentive.
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8. Upon approval of a QRTC incentive by the Committee, the Director-General of the
Revenue Department shall issue an electronic QRTC incentive certificate for the approved amount.
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9. A recipient of a QRTC incentive may use the QRTC incentive certificate to pay income
tax or other taxes and duties as prescribed by Royal Decree.
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10. An electronic QRTC incentive certificate shall be valid for four years from the date of
approval by the Committee. After three years from the commencement date of the incentive,
the recipient may apply for a cash refund of any remaining QRTC amount in accordance with the rules,
procedures, conditions, and time limits prescribed by the Director-General of the Revenue Department.

oo. WKlasuaniusglevd QRTC aunsaloudniuselevd QRTC lamumdninme 35015 uag
Fouluioduinsuassmnsussmaivun Taegiuleuldsuavslnafuagsseznanfimions

11. A recipient of QRTC incentives may transfer such incentives in accordance with the rules,
procedures, and conditions prescribed by the Director-General of the Revenue Department. The
transferee shall be entitled to the remaining QRTC amount and the remaining period of the incentive.
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12. The Committee shall have the authority to modify or revoke QRTC incentives where
a recipient ceases to meet the eligibility requirements, fails to comply with the prescribed rules
or conditions, or fails to cooperate with an inspection. Any QRTC incentives already utilised or
received as cash refunds shall be subject to recovery, together with interest at the prescribed rate.
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13. Penalties shall be prescribed for failure to provide statements, submit documents or
evidence, or facilitate an inspection, as well as for making false statements, presenting false
evidence, or engaging in fraudulent conduct for the purpose of obtaining or retaining QRTC incentives.
Fiiadas
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2. Foreign companies and juristic partnerships;
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3. Government agencies, including the Ministry of Finance (Fiscal Policy Office and
Comptroller General’s Department), the Bureau of the Budget, the Board of Investment, and the
Eastern Economic Corridor Office; and
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4. Private-sector organisations involved in investment and business activities in Thailand,
such as the Thai Chamber of Commerce and Board of Trade of Thailand, the Federation of Thai

Industries, and foreign chambers of commerce in Thailand.
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Rationale and Necessity for an Authorisation System, Committee System, or Criminal
Penalties, Including Criteria Governing the Exercise of Discretion by Government Officials
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As QRTC incentives constitute an investment promotion measure that results in a loss of
government revenue, it is necessary to establish a committee responsible for considering the
granting of QRTC incentives. The Committee shall determine policies and the amount of QRTC

incentives to be granted each year, establish rules governing the consideration of applications,

and consider the approval, modification, or revocation of QRTC incentives, in order to ensure that
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such incentives are administered in a prudent and appropriate manner. Furthermore, to ensure
effective supervision and verification of applications for and the use of QRTC incentives, it is
necessary to prescribe criminal penalties for failure to cooperate with inspections, as well as for
making false statements, presenting false evidence, or engaging in fraudulent conduct for the
purpose of obtaining or retaining QRTC incentives.
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Draft Legislation
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