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Investment in Thailand:

A Guide for Investors in a Nutshell
Introduction

This guide provides a comprehensive overview for investors considering business
ventures in Thailand. It covers crucial aspects of the investment landscape,
including exit strategies, tax implications, and cultural considerations essential for
successful business operations in the country. Whether you're planning to enter
the Thai market, expand your existing operations, or consider an exit, this guide
offers valuable insights to navigate the unique business environment of Thailand.

1. Thailand's Business Landscape
Economic Overview

e Thailand presents a vibrant and promising economic landscape for both
domestic and international investors.

e Key industries include automotive, electronics, tourism, agriculture, and
food processing.

2. Understanding Company Structure and Incorporation

Thailand presents a vibrant and promising economic landscape for both domestic
and international investors. This article aims to provide a comprehensive overview
of the company structure and incorporation process in Thailand, with a focus on
limited companies, which are the most popular form of business entity in the
country.

2.1 Business Entity Options
Investors in Thailand can choose from several types of business entities:
1. Sole proprietorship
2. Partnership
3. Limited company
Among these, the limited company is the preferred choice for many investors due

to its advantageous features, including limited liability for shareholders and
flexibility in management and operations.
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2.2 Registered Capital Requirements
Minimum Capital for Thai Companies

The legal minimum registered capital for a limited company incorporated under
Thai law is 10 baht (less than USD 1). However, this minimal amount is rarely used
in practice as it may not reflect the true nature of business operations and could
potentially harm the company's credibility with business partners and clients.

Capital Requirements for Foreign Businesses
Foreign businesses in Thailand face different capital requirements:

e 2 million THB for non-restricted operations
e 3 million THB for operations restricted by the Foreign Business Act

It's important to note that these requirements do not apply to Thai-owned
companies.

2.3 Post-Incorporation Steps

After establishing a limited company, several crucial steps must be taken to
ensure smooth operations and compliance with Thai law:

1. Open a Corporate Bank Account: Essential for managing financial activities
and maintaining transparency.

2. Social Security Registration: Required for legal compliance and managing
employee contributions and claims.

3. Visa and Work Permit Application for Foreign Employees: Non-immigrant B
visas and work permits are necessary for foreign nationals to conduct
business in Thailand.

2.4 Ownership Structure and Its Implications

Thai Majority-Owned Limited Company

Companies with more than 50% Thai ownership are classified as Thai majority-
owned limited companies. These entities generally face fewer operational

restrictions in Thailand.

Foreign Majority-Owned Limited Company
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A company is considered foreign-owned if at least 50% of its ownership is held by
foreign entities or individuals. While foreign investors can generally own such
companies entirely, the Foreign Business Act imposes restrictions in certain
sectors, particularly those involving natural resources, national security, and some
services.

In restricted sectors, foreign ownership is typically limited to less than 50% of the
company's shares. However, exceptions exist:

e Obtaining a Foreign Business License/Foreign Business Certificate
e Receiving a promotion from the Board of Investment (BOI)
o Benefiting from international agreements like the Thai-U.S. Amity Treaty

These exceptions can allow foreign investors to own a majority or even 100% of
shares in otherwise restricted sectors.

2.5 Business Types and Operational Freedom

The Thai business landscape offers varying degrees of operational freedom for
Thai nationals and foreign investors:

Thai Nationals

Thai nationals generally face fewer restrictions on the types of businesses they
can operate. However, certain activities, such as import-export or restaurant
businesses, still require specific licenses.

Foreign Investors

Foreign investors can establish and operate businesses in Thailand but must
navigate the restrictions set forth by the Foreign Business Act. This act categorizes
businesses into three lists:

e Lists 2 and 3 require foreign operators to obtain a foreign business license
for activities such as restaurants, construction, hotels, and various service
businesses.

e When applying for a Foreign Business License, business and technology
transfer plans must be submitted.

Foreign investors promoted by the BOI or those from nations with specific
international agreements with Thailand may be eligible to apply for foreign
business certificates. These certificates allow engagement in otherwise highly
restricted business activities, offering significantly more operational flexibility.
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3. Special Incentives

Thailand offers attractive incentives to encourage foreign investment, particularly
in high-tech industries, research and development, and environmentally friendly
projects. These incentives are primarily provided through two main channels:

3.1 Board of Investment (BOI) Incentives
The BOI offers a range of compelling benefits, including:

1. Tax incentives:
o Reduction or exemption of corporate income tax
o Import duty exemptions
2. Non-tax incentives:
o Expedited work permit and visa processes
o Rightto own land
o Exemption from foreign ownership restrictions

3.2 Eastern Economic Corridor (EEC) Incentives

Businesses operating within the promotional economic zone of the Eastern
Economic Corridor (located in Chachoengsao, Chonburi, or Rayong) and engaged
in specific industries (e.g., advanced robotics, aviation, digital technology) can
apply for additional incentives:

1. Extended tax holidays
2. Grants and subsidies for R&D
3. Expedited work permit and visa processes

It's important to note that companies receiving BOI incentives can only apply for
EEC incentives not covered by the BOI Act. Conversely, companies that have
received EEC incentives are prohibited from applying for BOI incentives in the
future.

4. Stock Market Investments

Foreign investors are welcome to participate in the Stock Exchange of Thailand
(SET), which offers opportunities to invest across a broad range of sectors. Here
are key points to consider when investing in the Thai stock market:

1. Foreign Ownership Limits:
o Restrictions on foreign ownership vary by industry and individual
company.
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o These limits are designed to maintain domestic control in certain
strategic sectors.

2. Account Opening Process:

o Some brokers may require in-person account openings.

o An increasing number of brokers are offering digital solutions to
streamline this process, making it more convenient for foreign
investors.

3. Market Opportunities:

o The SET provides access to emerging markets with significant
growth potential.

o Particularly attractive sectors include energy, technology, and
consumer goods.

4. Regulatory Environment:

o The SET is regulated by the Securities and Exchange Commission of
Thailand.

o Investors should familiarize themselves with local regulations and tax
implications.

5. Currency Considerations:

o Investments are made in Thai Baht, so foreign investors should be

aware of currency exchange risks.

5. Bringing Foreign Currency into Thailand

o Declaration requirements:

o Amounts exceeding US$20,000 (or equivalent) in cash or negotiable
monetary instruments must be declared to Thai customs upon
arrival.

o No declaration is required for amounts below this threshold.

e Forms of currency allowed:

o Cash, traveler's checks, and other negotiable monetary instruments
are permitted.

o There is no limit on the amount of foreign currency that can be
brought into Thailand, provided it is properly declared.

e Conversion to Thai Baht:

o Foreign currency can be easily exchanged at banks, authorized
money changers, and hotels.

o It's advisable to keep exchange receipts, as they may be required
when leaving the country or making large purchases.

6. Regulations on Repatriation of Profits and Capital
e General policy:

o Thailand maintains a relatively liberal policy on repatriation of profits
and capital for foreign investors.

The Legal Co., Ltd.

No. 62, The Millennia Tower, 15" and 18™ Floors, Telephone: (66) 02 047 3766
Room nos. 1504 and 1805, Langsuan Road, Lumphini Sub-District, Fax:  186) 02 047 3166

Email: info@thelegal.co.th

Pathumwan District, Bangkok 10330, Thailand. Website:  www.thelegal.co.th



THE LEGAL

LEGAL & TAX ADVISORY SERVICES

o The Bank of Thailand (BOT) oversees these transactions to ensure

compliance with regulations.
e Repatriation of profits:

o Dividends and profits can be freely repatriated after tax obligations
are met.

o Proper documentation, such as financial statements and tax
clearance certificates, must be provided to the commercial bank
handling the transfer.

e Capital repatriation:

o Foreign investors can repatriate their capital, including the initial
investment and capital gains.

o For amounts exceeding US$1 million (or equivalent), approval from
the BOT may be required.

7. Property Ownership by Foreigners

Thailand has specific regulations governing property ownership by foreigners.
Understanding these rules is crucial for foreign investors considering real estate
investments in the country.

7.1 Land Ownership by Foreigners

Generally, Thai law prohibits foreigners from owning land in Thailand. However,
there are some exceptions and alternatives:

1. Long-term Leases:
o Foreigners can lease land for up to 30 years, with the possibility of
renewal.
o Some developers offer 30+30+30-year structures, totaling 90 years,
though the renewals are not automatically guaranteed.
2. Company Ownership:
o A Thai company with foreign ownership not exceeding 49% can own
land.
o The company must have a legitimate business purpose beyond
merely holding property.
3. Board of Investment (BOI) Promotion:
o Companies receiving BOI promotion may be granted permission to
own land for their business operations.
4. Industrial Estate Authority of Thailand (IEAT):
o Foreign-owned companies operating in designated industrial estates
may be permitted to own land within these areas.
5. Special Economic Zones:
o Insome cases, foreign ownership of land may be permitted in special
economic zones, subject to specific regulations.
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6. Treaty of Amity:
o American citizens and companies may be eligible to own land under
the US-Thailand Treaty of Amity.

7.2 Condominium Ownership by Foreigners
Condominium ownership offers more straightforward options for foreigners:

1. Foreign Ownership Quota:
o Foreigners can own up to 49% of the total unit space in any
condominium building.
o Once this quota is reached, foreigners can only purchase units from
other foreign owners.
2. Freehold Ownership:
o Within the 49% quota, foreigners can own condominium units
outright (freehold ownership).
3. Required Documentation:
o Proof that the money used to purchase the condominium comes
from abroad (Foreign Exchange Transaction Form).
o Valid passport and visa.
In some cases, a work permit or letter from an embassy may be
required.
4. Restrictions:
o Some condominiums, particularly those built on land with certain
titles, may not be available for foreign ownership.
5. Inheritance:
o Foreign owners can bequeath their condominium units to heirs, but
the heirs must meet the qualifications for foreign ownership.
6. Financing:
o Some Thai banks offer mortgages to foreign buyers, though terms
may be less favorable than those for Thai nationals.

7.3 Key Considerations for Foreign Property Investors

1. Due Diligence:
o Thoroughly investigate the property, developer, and any associated
companies before making a purchase.
2. Tax Implications:
o Understand the tax obligations associated with property ownership
and rental income in Thailand.
3. Exit Strategy:
o Consider potential challenges in selling the property in the future,
especially for land held through
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8. Taxation
8.1 Corporate Income Tax

Rates and Calculation Methods

Standard corporate income tax rate: 20% of net profits
Small and medium-sized enterprises (SMEs) rates:

o 0% on the first 300,000 baht of net profit

o 15% on net profit over 300,000 baht up to 3 million baht

o 20% on net profit exceeding 3 million baht
Net profit calculated by deducting allowable expenses from taxable
revenue
e Board of Investment (BOI) promoted companies may receive tax
exemptions or reductions

Filing Requirements

e Annual corporate income tax returns (PND 50): Within 150 days from the
end of the accounting period

e Mid-year corporate income tax returns (PND 51): Within two months after
the end of the first six months of the accounting period

e Monthly withholding tax returns: Within seven days of the following month

8.2 Value Added Tax (VAT)
Registration and Rates
e Standard VAT rate: 7% (temporarily reduced from 10% until September 30,
2025)
e VAT registration required for businesses with annual turnover exceeding 1.8
million baht
e Some goods and services are exempt from VAT or subject to 0% VAT
Filing Obligations
e Monthly VAT returns due by the 15th day of the following month
e Input VAT can be credited against output VAT
e Excess input VAT can be carried forward or refunded

8.3 Withholding Tax

Applicable Rates for Different Types of Payments
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Dividends: 10% for residents and non-residents

Interest: 15% for non-residents, 1% for residents

Royalties: 15% for non-residents, 3% for residents

Service fees and professional fees: 3-15% depending on the nature of the
service and residency status

Rent: 5% for residents and non-residents

e Capital gains: 15% for non-residents (can be exempt under some
circumstances)

8.4 Personal Income Tax
Rates for Residents and Non-Residents
Progressive tax rate system:

e 0% forincome up to 150,000 baht

e 5% for income over 150,000 baht up to 300,000 baht

10% for income over 300,000 baht up to 500,000 baht

15% for income over 500,000 baht up to 750,000 baht
20% for income over 750,000 baht up to 1,000,000 baht
25% for income over 1,000,000 baht up to 2,000,000 baht
30% for income over 2,000,000 baht up to 5,000,000 baht
35% for income over 5,000,000 baht

Tax Calculation and Filing

Tax year: Calendar year (January 1to December 31)

Filing deadline: March 31 of the following year

Various deductions and allowances are available

Non-residents are taxed only on income derived from sources within
Thailand

8.5 Capital Gains Tax
Treatment for Individuals
e Generally treated as ordinary income and taxed at progressive rates
e Gains from the sale of securities listed on the Stock Exchange of Thailand
(SET) are exempt from personal income tax

Treatment for Companies

e Treated as ordinary income and subject to corporate income tax at 20%
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e Gains from selling securities listed on the SET are exempt from corporate
income tax

Exemptions and Special Considerations

1. Property Sales:
o Potential exemptions for inherited property or primary residence
sales
o Special calculation method for taxable gains on property sales
2. Securities:
o Gains from sales on SET exempt for individuals and companies
o Gains from sales of securities in mutual funds generally exempt
3. International Considerations:
o Double taxation agreements may affect treatment for foreign
investors
o Non-residents may face withholding tax on certain capital gains
4. Cryptocurrency:
o 15% withholding tax on cryptocurrency trading gains (as of 2024)
o Evolving regulatory landscape
5. Corporate Restructuring:
o Potential exemptions or deferrals for certain types of restructuring
6. Long-term Equity Funds (LTF) and Retirement Mutual Funds (RMF):
o Potential tax benefits and exemptions with holding period
requirements

9. Labor Laws and Employment Regulations
9.1 Thai Labor Protection Act
Key Provisions Affecting Employers

1. Working Hours:
o Normal: 8 hours/day, max 48 hours/week
o Overtime: Max 36 hours/week
o Rest period: Min 1 hour/day after 5 consecutive working hours
2. Leave Entitlements:
o Annual leave: Min 6 days/year for employees with one year of service
o Sick leave: Up to 30 days/year with pay
o Maternity leave: 98 days (including holidays), 45 days paid by
employer
o Military service leave: Per governmental requirements, up to 60 days
paid
3. Minimum Wage:
o Varies by province, regularly reviewed and adjusted
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4. Severance Pay:
o Required for employees with at least 120 days of service
o Amount based on length of service, up to 400 days of wages for 20+
years
5. Termination:
o Notice period: Min 1 payment period (usually 1 month) or payment in
lieu
o Justification required for termination without severance pay
6. Employment Contracts:
o Can be written or verbal
o Fixed-term contracts allowed for specific project work
7. Probation Period:
o No statutory period
o If specified, usually 119 days or less to avoid severance pay obligations

Social Security and Worker Compensation Requirements

1. Social Security:
o Mandatory for companies with 1+ employees
o Contribution rates: Employer 5%, Employee 5%, Government 2.75% of
wages (capped)
o Covers illness, disability, death, child allowance, pension, and
unemployment
2. Workmen's Compensation Fund:
o Mandatory for companies with 1+ employees
o Employer contributes 0.2% to 1% of employee's annual wage (varies
by industry risk)
o Covers work-related injuries, diseases, disability, and death

9.2 Skill Development Promotion Act
Requirements for Employee Training and Development

1. Annual Training Requirement:
o Employers with 100+ employees must train at least 50% of workforce
annually
o Minimum 6 hours of training per person
2. Training Plans:
o Annual training plans and reports submitted to Department of Skill
Development
3. Training Methods:
o In-house training
o External training courses
o On-the-job training

The Legal Co., Ltd.

No. 62, The Millennia Tower, 15" and 18™ Floors, Telephone: (66) 02 047 3766
Room nos. 1504 and 1805, Langsuan Road, Lumphini Sub-District, Fax:  186) 02 047 3166

Email: info@thelegal.co.th

Pathumwan District, Bangkok 10330, Thailand. Website:  www.thelegal.co.th



THE LEGAL

LEGAL & TAX ADVISORY SERVICES

4. Tax Incentives:
o 100% tax deduction for training expenses
o Additional 50% tax deduction for SMEs conducting in-house training
5. Penalties:
o Non-compliance may result in mandatory contributions to Skill
Development Fund
6. Skill Standards:
o Encourages development of national skill standards
o Promotes skill assessment and certification
7. Apprenticeship Programs:
o Framework provided for apprenticeship programs
o Incentives offered for participating employers

10. Visas

Understanding visa options is crucial for foreign investors and businesspeople
planning extended stays in Thailand.

10.1 Non-Immigrant B Visa (Business Visa)
Primary visa for foreigners conducting business or working in Thailand.

1. Eligibility:
o Employed by a Thai company
o Business owners or investors
o Attending business meetings or conferences
2. Duration:
o Initially granted for 90 days
o Can be extended for up to one year, renewable annually
3. Requirements:
o Invitation letter from a Thai company
o Company registration documents
o Proof of adequate finances
4. Work Permit:
o Required to apply for a work permit
o Work cannot commence until the work permit is issued

10.2 Board of Investment (BOI) Visa
For investors in BOI-promoted companies or projects.

1. Benefits:
o Faster processing times
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o Possible exemption from the 4 Thai employees to 1 foreigner ratio
2. Duration:

o Can be issued for up to two years at a time
3. Eligibility:

o Must be associated with a BOl-promoted company or project

10.3 Smart Visa

Designed for highly skilled professionals, investors, executives, and startup
entrepreneurs.

1. Categories:
o Smart T (Talented Specialists)
o Smart | (Investors)
o Smart E (Senior Executives)
o Smart S (Startup Entrepreneurs)
2. Benefits:
o Up to 4-year visa
o No work permit required for endorsed activities
o 90-day reporting extended to 1-year reporting
3. Eligibility:
o Varies by category, generally requires high-level expertise or
significant investment

10.4 Thailand Elite Visa
Long-term visa program for high-net-worth individuals.

1. Duration:
o Options ranging from 5 to 20 years
2. Benefits:
o Multiple entry visa
o VIP services at airports
o Access to exclusive privileges
3. Cost:
o Substantial one-time fee, varying by package chosen

10.5 Other Relevant Visa Types

1. Non-Immigrant O Visa:
o For retirees (requires age and financial criteria)
o For those married to Thai nationals

2. Education Visa:
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o For students enrolled in recognized educational institutions in
Thailand
3. APEC Business Travel Card:
o Facilitates short-term business entry for eligible businesspeople
from participating APEC economies

Key Considerations for Visa Applicants

1. Overstay Penalties:
o Strict penalties apply, including fines and possible deportation
2. 90-Day Reporting:
o Most long-term visa holders must report to immigration every 90
days
3. Visa Extensions:
o Often possible within Thailand at immigration offices
4. Digital Work Nomad Visa:
o As of 2024, Thailand is considering introducing a specific visa for
digital nomads

11. Work Permit Regulations
11.1 Process and Requirements for Obtaining Work Permits

1. Eligibility:
o Valid non-immigrant visa (typically B visa for business)
o Employer must be a registered Thai company or a registered foreign
company in Thailand
2. Application Process: a. Employer submits work permit application to the
Department of Employment b. Required documents:
o Completed application form (WP.1)
Valid passport and non-immigrant visa
Educational certificates and professional licenses (if applicable)
Employment contract or offer letter
Company documents (e.g., business registration, tax ID)
o Recent photographs c. Processing time: Usually 5-7 working days
3. Validity:
o Initially granted for up to 1year, renewable annually
o Must be renewed before expiration to maintain legal work status

O O O O

11.2 Limitations and Conditions for Foreign Workers

1. Occupation Restrictions:
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o Certain occupations reserved for Thai nationals (e.g., tour guide,
manual labor)
o List of prohibited occupations in the Alien Employment Act
2. Ratio Requirements:
o Generally, 4 Thai employees per 1foreign employee
o Exceptions for BOl-promoted companies or representative offices
3. Minimum Capital Requirements:
o 2 million Baht paid-up capital per foreign employee (with some
exceptions)
4. Location Restrictions:
o Work permit specifies allowed work location(s)
o Changes in work location require a work permit amendment
5. Job Description Compliance:
o Foreign workers must perform duties as specified in the work permit
o Changes in job description require work permit amendment
6. 90-Day Reporting:
o Foreign workers must report to immigration every 90 days

12. Intellectual Property Protection
12.1 Overview of IP Protection

Thailand has strengthened its IP protection framework to align with international
standards. The country is a member of the World Trade Organization (WTO) and
has ratified several international IP treaties.

The Department of Intellectual Property (DIP) under the Ministry of Commerce is
the primary government agency responsible for IP administration and protection.

12.2 Registration Processes

1. Patents:

o Types: Invention patents (20-year protection), design patents (10-
year protection), and petty patents (6-year protection, renewable up
to 10 years)

o Process: File application — Formal examination — Publication —
Substantive examination — Grant/Rejection

o Duration: Long process for invention patents; faster for design and
petty patents

2. Trademarks:

o Types: Trademarks, service marks, certification marks, and collective
marks

o Process: File application — Formal examination — Publication —
Opposition period — Registration
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o Duration: Usually 12-18 months if no opposition
3. Copyrights:
o Automatic protection upon creation
o Optional registration available for evidentiary purposes
o Process for voluntary registration: Submit application and copy of
work — Examination — Certificate issuance
o Duration: Quick process, usually within weeks

12.3 Enforcement Mechanisms

1. Civil Actions:
o IP owners can file lawsuits in the Central Intellectual Property and
International Trade Court (IP&IT Court)
o Remedies include injunctions, damages, and destruction of
infringing goods
2. Criminal Prosecutions:
o Available for certain IP infringements, especially in copyright and
trademark cases
o Can resultin fines and imprisonment for offenders
3. Border Measures:
o Customs Department can seize suspected infringing goods at
borders
o IP owners can record their rights with Customs for proactive
monitoring
4. Administrative Actions:
o DIP can mediate IP disputes
o Police and other agencies can conduct raids against counterfeit
goods
5. Online Enforcement:
o Procedures for notice and takedown of infringing content on online
platforms
o Cooperation with ISPs and e-commerce platforms to combat online
IP infringement

13. Technology Transfer Regulations
13.1 Rules Governing Technology Transfers

1. Legal Framework:
o No specific law solely dedicated to technology transfer
o Governed by various laws including the Patent Act, Trade Secrets
Act, and Foreign Business Act
2. Foreign Business Restrictions:
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o Some technology-related businesses may be restricted under the
Foreign Business Act
o Foreign investors may need to obtain licenses or meet specific
requirements
3. BOI Promotion:
o Thailand Board of Investment (BOI) offers incentives for projects
involving advanced technologies and R&D
4. Contractual Freedom:
o Parties have significant freedom in negotiating technology transfer
agreements
o Certain restrictive clauses may be scrutinized under competition law

13.2 Licensing and Royalty Payment Considerations

1. Licensing Agreements:
o Can cover patents, know-how, trademarks, and copyrights
o Must be in writing and registered with the DIP to be enforceable
against third parties
2. Royalty Payments:
o No statutory limits on royalty rates
o Rates should be commercially reasonable to avoid tax scrutiny
o Subject to withholding tax (generally 15%, may be reduced under tax
treaties)
3. Tax Implications:
o Royalties are tax-deductible expenses for the licensee
o VAT may apply to royalty payments to foreign licensors
4. Termination and Expiry:
o Clear terms should be set for agreement duration and termination
conditions
o Consider post-termination obligations and rights
5. Competition Law Considerations:
o Avoid clauses that may be deemed anti-competitive
6. Confidentiality and Trade Secrets:
o Include robust confidentiality clauses
o Ensure compliance with the Trade Secrets Act
7. Dispute Resolution:
o Specify governing law and dispute resolution mechanisms
o Thailand recognizes international arbitration awards

14. E-Commerce Regulations
14.1 Recent Laws Governing Online Businesses

1. Electronic Transactions Act B.E. 2544 (2001, amended 2019):
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Legal recognition of electronic transactions
Recognition of electronic signatures
Admissibility of electronic evidence in court
Legal framework for electronic contracts
Regulation of certification authorities
2019 amendment:
= Digital ID verification
= Enhanced regulations on electronic payment systems
= Addressing emerging technologies like blockchain
2. Direct Sales and Direct Marketing Act B.E. 2545 (2002, amended 2017):
o Registration requirements for direct marketing businesses
Rules for presenting product information and pricing
Cooling-off periods for consumers
Restrictions on multi-level marketing schemes
2017 amendment:
= Social media marketing
* Influencer marketing regulations
= Stricter penalties for violations
3. Computer Crime Act B.E. 2550 (2007, amended 2017):
o Prohibitions on unauthorized access to computer systems
Regulations on data retention and disclosure
Content regulation
2017 amendment:
* Increased penalties for cybercrime
= Expanded powers to block or remove online content
= Regulations on cryptocurrency-related activities

o O O O

o O O

14.2 Consumer Protection in Digital Transactions

1. Consumer Protection Act B.E. 2522 (1979, amended 2019):
o Extension of consumer rights to online transactions
Regulations on unfair contract terms in digital agreements
Protection against false or misleading online advertising
Right to clear product information
2019 amendment:
= Provisions for online dispute resolution
= Enhanced disclosure requirements for digital products and
services
2. Electronic Transactions Commission Notification on Information Security
Standards (2020):
o Data encryption and secure transmission requirements
o Mandatory multi-factor authentication for sensitive transactions
o Regular security audits and vulnerability assessments
o Incident response and breach notification protocols

o O O O
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3. Office of the Consumer Protection Board (OCPB) Regulations:
o Fair contract terms for online transactions
o Advertising practices in digital media
o Product labeling and description standards for online stores
o Return and refund policies for e-commerce businesses

14.3 Implications for Businesses and Consumers

1. For Businesses:
o Need for robust compliance programs
o Investment in secure IT infrastructure
o Careful management of customer data
o Transparent communication with consumers
2. For Consumers:
Enhanced protection in online transactions
Access to dispute resolution mechanisms
Greater transparency in product information and pricing
Increased data privacy and security

O O O O

15. Data Protection and Cybersecurity Regulations
15.1 Personal Data Protection Act (PDPA)

1. Enactment and Effectiveness:
o Enacted in 2019
o Fully effective from June 1, 2022
o Modeled after the EU's GDPR
2. Key Provisions: a. Consent Requirements:
o Explicit consent for collection, use, or disclosure of personal data
o Consent must be freely given, specific, informed, and unambiguous
o Special categories of data require explicit consent

b. Data Subject Rights:

Right to access personal data

Right to data portability

Right to object to processing

Right to erasure ("right to be forgotten")
Right to restrict processing

Right to rectification of inaccurate data etc.

O O O O O O
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c. Data Controller and Processor Obligations:

o Implement appropriate security measures

o Conduct data protection impact assessments for high-risk
processing

o Maintain records of processing activities
Appoint a Data Protection Officer (DPO) in certain cases

d. Cross-border Data Transfer Restrictions:

o Transfers allowed only to countries with adequate data protection
laws
o BCRs or SCCs can be used for transfers to non-adequate countries

e. Penalties for Non-compliance:

o Administrative fines up to THB 5 million (approx. USD 150,000)
o Criminal penalties include imprisonment for up to one year
o Civil liability for damages caused by violations
3. Implications for Businesses:
Review and update data collection and processing practices
Implement robust consent management systems
Establish processes for handling data subject requests
Enhance data security measures
Train employees on PDPA compliance

o O O O O

15.2 Cybersecurity Requirements
1. Cybersecurity Act B.E. 2562 (2019): a. National Cybersecurity Committee:
o Established to set policies and standards for cybersecurity
o Coordinates responses to national cybersecurity threats
b. Critical Information Infrastructure (Cll) Sectors:
o Defined sectors include national security, public services, banking,
and telecommunications
o Cll organizations face additional regulatory requirements
16. Key Regulatory Requirements
16.1 Cybersecurity Regulations

Key Requirements for Businesses
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a. Risk Assessment and Management

e Regular cybersecurity risk assessments
¢ Implementation of risk mitigation measures
e Continuous monitoring and improvement of security posture

b. Incident Response Planning

o Development of comprehensive incident response plans
e Regular testing and updating of these plans
o Establishment of a Computer Security Incident Response Team (CSIRT)

c. Reporting of Cybersecurity Threats

e Mandatory reporting of significant cybersecurity threats to relevant
authorities

e Timely sharing of threat intelligence with the government and industry
peers

16.2 Additional Sector-specific Regulations
a. Bank of Thailand's IT Risk Management Guidelines
e Applies to financial institutions
e Covers areas such as IT governance, security operations, and third-party
risk management
e Requires annual IT risk assessments and audits
b. Electronic Transactions Commission's Information Security Standards
e Applies to e-commerce platforms and online service providers
o Sets standards for data encryption, access controls, and network security
e Mandates regular security audits and vulnerability assessments
Implications for Businesses
e Increased investment in cybersecurity infrastructure and personnel
e Need for continuous employee training on cybersecurity best practices
e Regular audits and assessments of cybersecurity measures

o Potential for increased regulatory scrutiny and compliance costs

16.3 Intersection of PDPA and Cybersecurity Regulations
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Data breach notification requirements under both laws

Overlapping security requirements for personal data protection

Need for integrated compliance programs addressing both data protection
and cybersecurity

w

17. Environmental Impact Assessments (EIA)
17.1 Projects Requiring ElAs

Environmental Impact Assessments are required for projects that may have
significant environmental impacts. These include, but are not limited to:

Mining and extractive industries
Petroleum development
Industrial estates
Thermal power plants
Petrochemical industries
Chemical fertilizer industries
Large-scale transportation infrastructure (e.g., airports, ports, highways)
Dams and reservoirs
Hotels or resorts exceeding certain sizes
. Large-scale residential developments
. Certain types of factories as specified by industrial laws

S oW Nou RN~

17.2 Process and Compliance Requirements
The EIA process in Thailand involves several steps:

1. Screening:
o Determine if the project requires an EIA based on type, size, and
location
2. Scoping:
o Define the scope of the assessment
o Identify key environmental issues and stakeholders
3. EIA Study:
o Conducted by a consulting firm registered with the Office of Natural
Resources and Environmental Policy and Planning (ONEP)
o Includes baseline environmental data collection, impact prediction,
and mitigation measures
4. Public Participation:
o Mandatory for all EIA projects
o Includes public scoping, information disclosure, and public review of
the draft EIA report
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5. EIA Report Submission:
o Submit the report to ONEP for review
6. Expert Review:
o ONEP appoints an Expert Review Committee to evaluate the EIA
report
7. Approval Process:
o For general projects: ONEP makes recommendations to permitting
agencies
o For projects requiring cabinet approval: National Environment Board
reviews and makes recommendations to the cabinet
8. Monitoring and Compliance:
o Implementation of environmental management plans
o Regular monitoring and reporting as specified in the EIA approval

Compliance Requirements:

e Adhere to all mitigation measures and monitoring programs specified in the
approved EIA

e Submit regular monitoring reports to relevant authorities

e Obtain environmental permits as required (e.g., factory license, wastewater
discharge permit)

17.3 Pollution Control Regulations
Compliance Requirements for Various Industries

Thailand has established various pollution control regulations under the
Enhancement and Conservation of National Environmental Quality Act B.E. 2535
(1992). Key areas of regulation include:

1. Air Pollution:
o Emission standards for various pollutants (e.g., particulate matter,
sulfur dioxide, nitrogen oxides)
o Requirements for air pollution control equipment
o Regular monitoring and reporting of emissions
2. Water Pollution:
o Effluent standards for different types of wastewater
o Requirements for wastewater treatment systems
o Water quality monitoring for receiving water bodies
3. Solid and Hazardous Waste:
o Proper storage, transportation, and disposal of wastes
o Licensing requirements for hazardous waste generators,
transporters, and treatment facilities
o Waste reduction and recycling programs
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4. Noise Pollution:
o Noise level standards for different areas and times of day
o Requirements for noise control measures in industrial facilities
5. Soil and Groundwater Contamination:
o Prevention of soil and groundwater contamination
Remediation requirements for contaminated sites

17.4 Industry-Specific Requirements:
Different industries may have additional specific requirements. For example:

e Petrochemical: Volatile organic compound (VOC) control measures
e Power generation: Continuous emission monitoring systems (CEMS)
e Food processing: Odor control measures

18. Dispute Resolution and Legal System

18.1 Thai Court System

Structure and Jurisdiction of Thai Courts

The Thai court system is organized into three tiers:

1. Courts of First Instance:
o General courts: Civil and criminal cases
o Specialized courts:
= Central Intellectual Property and International Trade Court
(IP&IT Court)
= Tax Court
= Labor Court
= Bankruptcy Court
= Administrative Court
= Juvenile and Family Court
2. Courts of Appeal:
o Regional Courts of Appeal
o Specialized Courts of Appeal (e.g., IP&IT Court of Appeal)
3. Supreme Court:
o Final court of appeal for most cases
o Specialized divisions (e.g., IP&IT Division)

The Constitutional Court stands separately and has jurisdiction over constitutional
matters.
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18.2 Considerations for Foreign Investors in Legal Disputes

1. Language: Court proceedings are conducted in Thai. Foreign investors
should engage Thai legal counsel and may need translation services.

2. Time and Cost: Litigation can be time-consuming and expensive. First-
instance proceedings typically take 12-18 months, with appeals potentially
extending the process by years.

3. Jurisdiction: Thai courts generally have jurisdiction over disputes arising in
Thailand or involving Thai parties.

4. Recognition of Foreign Judgments: Thailand is not a party to any bilateral
or multilateral conventions on the recognition and enforcement of foreign
judgments. Foreign judgments are not directly enforceable but may be
used as evidence in new proceedings.

5. Documentary Evidence: All foreign documents must be translated into Thai
and properly legalized to be admissible in court.

6. Witness Testimony: Oral witness testimony is given significant weight in
Thai courts.

7. Precedent: While not binding, Supreme Court decisions are highly
persuasive in lower courts.

8. Provisional Measures: Thai courts can grant interim injunctions and other
provisional measures to protect parties' interests during proceedings.

18.3 Alternative Dispute Resolution
18.4 Availability and Enforceability of Arbitration

1. Legal Framework:
o Arbitration Act B.E. 2545 (2002), based on the UNCITRAL Model Law
o Civil Procedure Code for enforcement of arbitral awards
2. Institutional Arbitration:
o Thai Arbitration Institute (TAI)
o Thailand Arbitration Center (THAC)
o Office of the Arbitration Tribunal, Board of Trade of Thailand
Ad Hoc Arbitration: Permitted and commonly used
Enforceability:
o Domestic arbitral awards are enforced by the Civil Court
o Foreign arbitral awards are enforced under the New York Convention
o Grounds for refusing enforcement are limited and similar to those in
the New York Convention
5. Court Support:
o Thai courts generally support arbitration, including enforcement of
arbitration agreements and interim measures

Call o

18.5 Mediation Options for Commercial Disputes
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1. Court-Annexed Mediation:
o Available in all courts
o Judges may act as mediators or appoint external mediators
o Successful mediations result in court judgments, ensuring
enforceability
2. Out-of-Court Mediation:
o Thailand Arbitration Center (THAC) offers mediation services
o Department of Alternative Dispute Resolution, Ministry of Justice,
provides mediation services
o Industry-specific mediation centers (e.g., Office of Insurance
Commission Mediation Center)
3. Legal Framework:
o Mediation Act B.E. 2562 (2019) provides a comprehensive framework
for mediation in Thailand
o Encourages the use of mediation for civil and commercial disputes
4. Enforceability:
o Maediated settlements can be enforced as contracts
o Court-annexed mediation settlements are enforceable as court
judgments

19. International Agreements
19.1 Thailand's Participation in International Arbitration Conventions

1. New York Convention:
o Thailand is a signatory to the 1958 New York Convention on the
Recognition and Enforcement of Foreign Arbitral Awards
o Implemented through the Arbitration Act B.E. 2545 (2002)
2. ICSID Convention:
o Thailand signed the Convention on the Settlement of Investment
Disputes between States and Nationals of Other States (ICSID
Convention) in 1985 but has not yet ratified it

19.2 Bilateral Investment Treaties and Their Implications

1. Thailand's BIT Network:
o Thailand has signed over 40 Bilateral Investment Treaties (BITs)
o Notable partners include China, Germany, the UK, and Japan

2. Key Provisions in Thai BITs:

Fair and equitable treatment

Protection against expropriation

Free transfer of funds

Most-favored-nation (MFN) treatment

O O O O

The Legal Co., Ltd.

No. 62, The Millennia Tower, 15" and 18" Floors, Telephone:  (66) 02 047 3766
Room nos. 1504 and 1805, Langsuan Road, Lumphini Sub-District, S

Pathumwan District, Bangkok 10330, Thailand. Website:  www.thelegal.co.th



THE LEGAL

LEGAL & TAX ADVISORY SERVICES

o Dispute resolution mechanisms (typically including international
arbitration)
3. Implications for Foreign Investors:
o Enhanced protection for investments
o Access to international arbitration for investor-state disputes
o Potential for treaty shopping through corporate structuring
4. Recent Developments:
o Thailand has been reviewing and renegotiating some of its older BITs
o New BITs and FTAs with investment chapters tend to balance
investor protection with state regulatory space
5. ASEAN Comprehensive Investment Agreement (ACIA):
o Provides additional protections for investments within ASEAN
o Includes an investor-state dispute settlement mechanism
6. Other Investment-Related Agreements:
o Free Trade Agreements (FTAs) with investment chapters (e.g.,
Thailand-Japan Economic Partnership Agreement)
o ASEAN free trade agreements with dialogue partners (e.g., ASEAN-
China FTA)

20. Digital Economy and Technology:

20.1 E-Commerce Regulations

Recent Laws Governing Online Businesses
Consumer Protection in Digital Transactions

1. Consumer Protection Act B.E. 2522 (1979, amended 2019)
o Applies to online transactions
o Protects consumers against unfair contract terms, false advertising,
and unsafe products
2. Notification of the Committee on Contract re: The Stipulation of Online
Purchase of Goods and Services to be a Contract-Controlled Business B.E.
2562 (2019)
o Requires clear disclosure of information in online sales
o Mandates specific contract terms for online transactions
3. Key Consumer Protections
Right to clear and accurate product information
Cooling-off period for certain online purchases
Protection against unfair contract terms
Right to file complaints with the Office of the Consumer Protection
Board
4. E-Commerce Trustmark

O O O O
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o DBD Registered and DBD Verified marks issued by the Department
of Business Development
o Aims to increase consumer confidence in online transactions

20.2 Data Protection and Cybersecurity
Overview of the Personal Data Protection Act

The Personal Data Protection Act B.E. 2562 (PDPA) was enacted in 2019 and came
into full effect in June 2022 after a two-year postponement. Key aspects include:

1. Scope
o Applies to the collection, use, and disclosure of personal data
o Extraterritorial application to entities outside Thailand processing
data of Thai residents
2. Data Subject Rights
o Right to access, rectification, erasure, and data portability
o Right to object to processing and automated decision-making
3. Legal Basis for Processing
o Consent, contractual necessity, legitimate interests, and other
specified grounds
4. Data Controller and Processor Obligations
o Implement appropriate security measures
o Appoint a Data Protection Officer (DPO) in certain cases
o Report data breaches within 72 hours
5. Cross-border Data Transfers
o Adequate protection or specific exemptions required for transfers
outside Thailand

20.3 Cybersecurity Requirements for Businesses

The Cybersecurity Act B.E. 2562 (2019) establishes a framework for cybersecurity
in Thailand:

1. Critical Information Infrastructure (ClIl)

o Identifies critical sectors (e.g., national security, financial services,

telecommunications)

o CIll organizations must implement specific cybersecurity measures
2. Cybersecurity Risk Assessment

o Regular risk assessments required for Cll organizations

o Development and implementation of risk management plans
3. Incident Reporting

o Mandatory reporting of cybersecurity incidents for Cll organizations
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o Cooperation with government agencies during cybersecurity crises
4. National Cybersecurity Committee (NCSC)
o Oversees national cybersecurity policy and standards
o Can issue orders during cybersecurity crises
5. Monitoring and Penetration Testing
o NCSC can conduct monitoring and testing of Cll systems with notice
6. Non-Cll Organizations
o While not directly regulated, encouraged to adopt cybersecurity best
practices
o May be subject to sector-specific regulations (e.g., Bank of Thailand
regulations for financial institutions)

21. Exit Strategies for Businesses in Thailand
21.1 Divestment Options
Processes for Selling or Closing a Business

1. Selling a Business a. Share Sale:

o Transfer of company shares to the buyer

o Process:
1. Conduct due diligence
2. Negotiate and sign a share purchase agreement
3. Obtain necessary approvals (e.g., Board of Investment for

promoted companies)

4. Transfer shares and update the company register
5. Notify the Department of Business Development

b. Asset Sale:

o Transfer of specific assets rather than company shares
o Process:
1. Identify assets to be sold
2. Conduct due diligence
3. Negotiate and sign an asset purchase agreement
4. Transfer ownership of assets
5. Update company records and accounting
2. Closing a Business a. Voluntary Liquidation (for solvent companies):
Shareholders' resolution to dissolve the company
Appoint a liquidator
Notify the Department of Business Development within 14 days
The liquidator settles debts and distributes the remaining assets
Hold a final shareholders' meeting
Submit final accounts to the Department of Business Development

SRR TN
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b. Bankruptcy (for insolvent companies):

File a petition with the Central Bankruptcy Court

The court appoints an official receiver

Creditors' meeting to decide on rehabilitation or liquidation

If liquidation is chosen, assets are sold and distributed to creditors

—
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c. Business Reorganization:

o Alternative to bankruptcy for large companies
o Allows for debt restructuring and continued operations

21.2 Regulatory Considerations for Exiting Investments

Foreign Business Act Compliance

Board of Investment (BOI) Requirements
Work Permit and Visa Cancellations

Tax Clearance

Labor Law Compliance

Environmental Obligations

Contractual Obligations

Intellectual Property

Specific Industry Regulations

CONOUTHWN

21.3 Tax Implications of Exit
Capital Gains Tax Considerations

1. For Individuals:
o Thai residents: Subject to personal income tax (0-35% progressive
rates)
o Non-residents: Generally subject to a 15% withholding tax
2. For Companies:
o Thai companies: Capital gains treated as normal income, subject to
20% corporate income tax
o Foreign companies:
= 15% withholding tax on capital gains from sale of shares in Thai
companies
= Exemption available under some double taxation agreements
(DTAS)
3. Stock Exchange of Thailand (SET) Transactions:
o Capital gains from sales of securities listed on the SET are tax-exempt
for both Thai and foreign investors
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4. Property Sales:

o Subject to specific withholding tax rates and transfer fees

o Rates vary based on length of ownership and property type
5. Goodwill and Intellectual Property:

o Gains from the sale generally taxable as normal income

21.4 Repatriation of Funds and Associated Regulations

1. Dividend Repatriation

2. Loan Repayments

3. Capital Reductions

4. Branch Office Profit Remittance

5. Foreign Exchange Regulations

6. Transfer Pricing Considerations

7. Treaty Benefits

8. Reporting Requirements

9. Anti-Money Laundering (AML) Compliance
10. Tax Clearance Certificate

22. Cultural Considerations for Doing Business

22.1 Business Etiquette

Importance of Relationships in Thai Business Culture
Building Trust

Networking

Long-term Perspective

Face-to-Face Meetings
Social Events

LA Al

22.3 Proper Greetings, Gift-Giving, and Meeting Protocols

1. Greetings:
o Traditional Thai greeting is the "wai"
o Use titles and first names (Khun [first name] for both men and
women)
2. Gift-Giving:
o Appreciated but not expected in initial meetings
o Present and receive gifts with both hands
o Gifts are usually not opened when received
3. Meeting Protocoils:
o Punctuality is appreciated
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o Dress conservatively
o Begin meetings with light social conversation
o Proper business card etiquette
4. Dining Etiquette:
o Business is often conducted over meals
o Wait for the host to begin eating
o Use afork and spoon for most dishes
o Avoid pointing with utensils or using them for gesturing

23. Negotiation Styles
23.1 Understanding Thai Negotiation Tactics and Expectations

1. Indirect Communication:
o Thai negotiators often use indirect language to convey messages
o Pay attention to subtle cues and context, not just literal meanings
2. Patience and Time:
o Negotiations may progress slowly; rushing can be seen as
disrespectful
o Be prepared for multiple meetings and rounds of discussion
3. Group Decision-Making:
o Decisions are often made by consensus rather than by individuals
o Expect delays as decisions may need to be referred to others not
present
4. Flexibility:
o Show willingness to adapt and find mutually beneficial solutions
o Rigid stances or ultimatums are generally not well-received
5. Relationship-Focused:
o Establish personal rapport before diving into detailed negotiations
o Maintain a friendly, non-confrontational demeanor throughout
6. Hierarchy:
o Be aware of the hierarchical structure in Thai organizations
o Key decisions may require approval from higher-ranking individuals
not present in negotiations

23.2 The Role of Face-Saving and Conflict Avoidance

1. Concept of "Face":
o Preserving one's dignity and the dignity of others is crucial
o Avoid causing someone to "lose face" through public criticism or
disagreement
2. Conflict Avoidance:
o Direct confrontation or open disagreement is generally avoided
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o Use diplomatic language and find tactful ways to express
disagreement
3. Saving Face Techniques:
o Use of intermediaries to convey difficult messages
o Allowing "cooling off" periods during tense negotiations
o Finding mutually face-saving compromises
4. Positive Framing:
o Focus on positive aspects and potential solutions rather than
problems
o Use phrases like "you might consider" instead of direct criticism
5. Non-verbal Cues:
o Pay attention to body language and facial expressions for signs of
discomfort or disagreement
o A smile doesn't always indicate agreement; it may be used to diffuse
tension
6. Patience in Problem-Solving:
o Allow time for issues to be resolved indirectly or behind the scenes
o Avoid pushing for immediate resolutions to disagreements

24. Communication Practices
Importance of Non-verbal Communication

1. Smiling:
o Smiles are used in various contexts, not just to express happiness
o Can indicate agreement, embarrassment, apology, or conflict
avoidance
2. Body Language:
o Maintain a calm and composed demeanor
o Avoid large gestures or overly expressive body language
3. Personal Space:
o Respect personal space; Thai culture generally maintains more
physical distance than Western cultures
o Avoid touching, especially between genders
4. Eye Contact:
o Direct eye contact may be avoided, especially with superiors
o Lowering eyes can be a sign of respect, not disinterest
5. Head Level:
o The head is considered sacred in Thai culture
o Avoid touching someone's head or reaching over it
6. Feet:
o The feet are considered the lowest part of the body
o Don't point with your feet or show the soles of your feet to others
7. Hand Gestures:
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o Use both hands when passing objects, especially to superiors
The "thumbs up" gesture is generally positive, but other Western
hand signals may have different meanings

25. Hierarchical Structures in Thai Organizations

1. Respect for Authority:
o Show proper respect to senior individuals and those in positions of
authority
o Use appropriate titles and formal language when addressing
superiors
2. Decision-Making Process:
o Decisions often flow from top to bottom
o Lower-ranking employees may be reluctant to make decisions
without approval
3. Communication Flow:
o Information and requests often move up the hierarchy before
decisions come down
o Direct communication across hierarchical levels may be limited
4. Deference to Seniors:
o Younger or junior staff often defer to older or more senior colleagues
o Age and experience are highly respected in Thai culture
5. Formal vs. Informal Communication:
o Communication style may change significantly depending on the
hierarchical relationship
o More formal and respectful language is used with superiors
6. Feedback and Criticism:
o Direct criticism, especially of superiors, is generally avoided
o Feedback is often given indirectly or through intermediaries
7. Meetings and Presentations:
o The most senior person often speaks first or last
o Junior staff may remain quiet unless specifically asked for input
8. Conflict Resolution:
o Conflicts are often resolved at higher levels of the organization
o Lower-ranking employees may avoid confronting issues directly with
superiors

Understanding and respecting these cultural nuances can significantly enhance
business relationships and improve the chances of success when doing business
in Thailand. However, it's important to remember that individual experiences may
vary, and many Thai professionals, especially those with international experience,
may adapt their style when working with foreign partners.
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Looking ahead, the future of business in Thailand appears promising, with the
country positioned as a key player in Southeast Asia's economic growth. As
Thailand continues to develop its digital economy, promote innovation, and
attract foreign investment, opportunities for both local and international
businesses are likely to expand. However, success in this evolving landscape will
require a careful balance of embracing modernization while respecting Thailand's
rich cultural heritage. It will be crucial for businesses to stay informed about and
strictly adhere to Thailand's regulatory environment, including foreign investment
laws, tax regulations, and industry-specific requirements. These rules may evolve
as Thailand adapts to global economic trends, so maintaining regulatory
compliance will require ongoing attention. Equally important will be the
continued respect for Thai business etiquette and cultural norms. While some
practices may gradually shift, especially in more international business contexts,
the core values of respect, indirect communication, and relationship-building are
likely to remain fundamental to successful business interactions in Thailand.
Companies that can navigate this dual path - embracing innovation and global
best practices while honoring Thai cultural traditions - will be best positioned to
thrive in Thailand's business environment of the future. By combining regulatory
diligence, cultural sensitivity, and a forward-thinking approach, businesses can
contribute positively to Thailand's economic growth while building lasting,
mutually beneficial relationships in this dynamic market.

This conclusion summarizes the potential for future business in Thailand while
emphasizing the ongoing importance of regulatory compliance and cultural
respect. It suggests that success will come from balancing modernization with
traditional values and highlights the need for businesses to be adaptable yet
culturally sensitive in their approach to the Thai market.
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