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Chapter 6
BANE

What Incentives are Available to Investors from the Board of Investment and
the Industrial Estate Authority of Thailand?
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Previous chapters discussed the generally applicable rules for foreign investors setting up business
operations in Thailand. Different rules may apply, however, if the business activities qualify for
Board of Investment incentives, or the investors locate their factory in an industrial estate.
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Board of Investment (BOI)
BERHZ R = (BOI)

The BOI is the Thai government agency responsible for attracting investment to Thailand by
offering a wide range of tax and non-tax incentives to investors who engage in specific kinds of
projects.
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The following are the most common incentives granted by BOI:
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1. corporate income tax exemptions, reductions, and special carry forward loss provisions;
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2. customs duties reductions and exemptions for raw materials and machinery;
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3. permission for foreigners to own land in order to carry out promoted projects, or to establish
offices or residences;
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4. special rights with regard to the issuance of work permits and visas; and
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5. special rights with regard to operating as a foreign—held company.
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Generally, when BOI awards one or more of these incentives to a given project these awards
supersede the legal rules which would normally apply. Once the award expires, or has otherwise
been utilized, the normal legal rules would apply to the project.
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EXAMPLE: Suppose a project is awarded an eight-year exemption from corporate income tax
(corporate income tax is normally 20% of annual net profits). During those eight years the normal
corporate income, tax rules would not apply, as long as the project continues to comply with the
terms and conditions issued by BOI (see Section 5 below). However, at the end of the promotion
period the normal corporate income tax rules would then be applicable.
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An exception to the above rule exists, however, for the incentives relating to the right of foreigners
to own land and special rights concerning the issuance of work permits and visas for foreign
employees. These incentives normally apply throughout the life of the project.
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EXAMPLE: Using the same basic facts as above, but this time BOI also grants the project the
right to own land and special rights concerning the issuance of work permits and visas. In this
situation, even after the project’s period of tax exemption expires, the project’s special right to
own land and its special rights with regard to work permits and visas for foreign staff continue on.
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Also, note that the incentives awarded by BOI are only applicable to the specific project promoted
and are not applicable to the business’s other operations.
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EXAMPLE: Suppose a company is granted BOI promotion for a project to produce electronic
components for export. One of the BOI incentives granted is exemption from import duties for
raw materials needed to produce the components. This company, however, also engages in the
activity of producing car radios for sale in Thailand, and the same imported raw materials used to
produce the electric components are also used to produce car radios. In this situation, the raw
materials imported by the company to produce the components for export (promoted activity)
would qualify for exemption from import duty. However, the raw materials imported to produce
car radios for sale in Thailand (non-promoted activity) would be subject to normal import duty.
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1. BOI Benefits
1. BOfLE

The most common BOI investment incentives are discussed below. Note that which of these
incentives (if any) would be awarded to a given project, and the extent to which the incentives
would be awarded, depends upon many factors, including the project’s intended activities,
location, and amount of investment, as well as other factors.
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a. Tax Incentives

a. BilCHE

The following are some of the normal tax rates applicable to businesses in Thailand.
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Normal Rate BOI Rate

IEH B BOIFi#
Corporate Income Tax (CIT) 20% as awarded
VS (CIT) 20% AR TAE LT E
Tax on Dividends 10% as awarded
iigsyi) 10% Z8 T G DLIN &

BOI is authorized to grant qualifying projects tax reductions and exemptions during the promotion
period, including CIT exemptions for up to a maximum of 13 years. Note that many times (but
not always) BOI will limit the total corporate income tax exemption to an amount equal to the
total capital investment in the project.
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EXAMPLE: Suppose a company invests a total of 100 million baht in a project that is granted
promotion by BOIL. Among the incentives granted is an eight-year corporate income tax
exemption. There is a limitation placed on this exemption, however, the total tax exemption
applicable may not exceed the amount representing the total capital investment (100 million baht).
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The project shows no profit in Year One or Year Two, but in Year Three, the project’s total tax
saving resulting from this exemption is 100 million baht. Because of this, the project’s tax
exemption stops at the end of Year Three, even though five more years remain in the exemption
period.
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Note that the above described limitation normally excludes the amount representing the
investment in land and working capital in the project.
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EXAMPLE: Same facts as above, but the 100 million baht total investment includes 25 million
baht to purchase land and 25 million baht as working capital. Based on these facts the total tax
exemption available to the project would be limited to 50 million baht instead of 100 million baht
as stated above.
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b. Reduction or Exemption of Customs Duties

b. B

Normally, when raw materials or machinery are imported into Thailand a duty is levied by the
Customs Department. This duty is calculated based on the imported items’ value together with
the duty rate applicable to the item. BOI is authorized to award projects that qualify a reduction
or exemption of this duty.
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Note that raw materials and machinery that can be produced or assembled in Thailand, which are
of similar quality, are normally excluded from this exemption. Additionally, used machinery and
equipment considered obsolete (the standard threshold is ten years’ prior use) are also normally
excluded.
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c. Foreign Ownership of Land

c. SFEALHFTA

As discussed in Chapter 8, foreigners are normally prohibited from holding title to land in
Thailand. However, BOI is authorized to grant qualifying projects the right to own land. This
right may extend to not only factories, but for offices and residences purchased under the promoted
company’s name.
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d. Issuance of Work Permits and Visas

d. RIE AR AT IEMZEIE

The normal rules and procedures associated with the issuance of work permits for foreign staff
are discussed in Chapter 5. However BOI is authorized to grant qualifying projects special rights
concerning the issuance of work permits and visas for foreign employees working on those
projects.
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These special rights are:
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1. an increase in the number of work permits and visas that the company would normally qualify
for, as well as an increase in the normal duration of those work permits and visas; and
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2. access to BOI’s One Stop Visa and Work Permit Service Center (which processes work
permits and long-term visas in three hours or less), instead of using the normal procedure
discussed in Chapter 5.
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e. Operating as a Foreign Company

e fENSNRAFIZE

As stated in Chapter 3, companies legally classified as “foreign” that engage in List 3 activities
(as stated in the Foreign Business Act) are required to obtain a Foreign Business License prior to
commencing those activities.
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The application process for this license normally takes a minimum of three months and many
times the outcome of the application is less than certain. BOI is, however, authorized to grant
qualifying projects an exemption from this requirement.
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2. Additional Incentives

2. FHMIBURTE HE

In order to attract investment for activities that have particular benefit to Thailand, BOI offers the
following additional incentives based upon resulting competitive enhancement, decentralization
and industrial area development.

N T W50 2R R TG BT, BOT BT UL AT R Ta 4 I3 B RISl A T
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a. Competitiveness Enhancement

a. JETH3EF )

1. Additional income tax exemption of up to 200% for the following activities:

1. UL I Bl T 5 52 A0S i 200% A T A B B -

1.1 Technology and Innovation

L1 SR 818

- Research and development of technology and innovation, including in-house
research and development, outsourced research and development in Thailand,
or joint research and development with overseas organizations

- BORWEREE0E, WRNER . R E RSN TR B AN 2 I
Y

- Expenditures on intellectual property acquisition and/or licensing fees for
commercializing technology developed in Thailand
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- Product and packaging design, either in-house or outsourcing in Thailand, as
approved by the Board of Investment

- AR BT, B N B e S AR ESM e R, BIFSRAE BOT
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- Support science and technology organizations such as educational institutions,
specialized training centers, research institutes or governmental agencies,
including funds such as technology and innovation development or human
resource development as approved by the Board of Investment.
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1.2 Human Resource Development

1.2 N3 R

- Advanced technology training

- JeE BRI

- Organize training or job training to develop skills, technology and innovation
for the students studying science and technology, e.g. Work-integrated
Learning (WiL), Dual Vocational Education or Cooperative Education as
approved by the Board of Investment

- HAERNEERNE RS, DU R 2 I B F R B 22 A B T B e . FR AN
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1.3 Entrepreneur Competency Development
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- Development of local suppliers of raw materials or parts with Thai shareholders
at least 51 percent of the registered capital in advanced technology training and
technical assistance

- REARMFEAOR B AL RO, T N R BE A P 2R [ R
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Additional corporate income tax exemption of up to three years for the following;
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a) 1% or not less than 200 million baht (whichever is lower) of the investment capital

or expenditure during the first three years of operation: receives an additional
corporate income tax exemption for one year.

a) TEIEHIAT =4, KBRS N1IEA D> T2/0 288k (LUIBURE Tt -
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b) 2% or not less than 400 million baht (whichever is lower) of the investment capital

or expenditure during the first three years of operation: receives an additional
corporate income tax exemption for two years.
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c) 3% or not less than 600 million baht (whichever is lower) of the investment capital

during the first three years of operation: receives an additional corporate income
tax exemption for three years.
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d) 4% or not less than 800 million baht (whichever is lower) of the investment capital

during the first three years of operation: receives an additional corporate income
tax exemption for three years.
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e) 5% ornot less than 1,000 million baht (whichever is lower) of the investment capital

during the first three years of operation: receives an additional corporate income
tax exemption for three years.
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Note that the total period of corporate income tax exemption shall not exceed eight years in
each project.
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Area-Based Promotion

X SR HF

Projects located in Thailand’s 20 provinces with the lowest per capital income, as well as those
in promoted industrial estate/zone, special economic zones in four regions, special economic
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zones, promoted border provinces in Southern Thailand and the model city project in Southern
Border provinces, shall receive additional incentives.
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c¢.  Highly Skilled Professional Development
HHRREILRE

Additional incentives are available for the establishment of educational or training institutes
aimed at developing highly skilled professionals in science, technology, engineering, and
mathematics (STEM), provided the minimum capital investment is 1 million baht (excluding
land and working capital).

T BIERFRRSE. BAR. TEMEY (STEM ik mH ae Tl A A 80 Sk I
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EXAMPLE: A Swedish spare parts company qualifies for an eight year corporate tax exemption,
and is also going to engage in activities to qualify under “research and development of technology
and innovation” as stated in 2 (a) (i) 1.1) above. The company invests 100 million baht in the
project. In this case, the project would qualify to expense its investment at 200% which may be
used after the 8-year tax exemption expires.
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2. Promoted Activities

2. VESD

In order for a project to qualify to receive the above incentives it must fall into one or more of the
activities promoted by BOI at the time. To see the current list of activities promoted by BOI go
to <http://www.boi.go.th>. Note that different activities are entitled to receive varying levels of
incentives.

N TAE—NIH A AR IR RS i, e 0UE TBOI S B B — IiEL £ Wi shve
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BOI also has a list of priority activities which may qualify for maximum incentives. Appendix A
contains the list of these priority activities.

BOLAMRE 1 — O L 5eiG i 8, IXELIE ) ] REAT G 3R 15 e s D 1 e 1 BE A% o BT A
FIH T XL SEIE D) .

3. Application Process

3. HiERRE

BOI has well-defined criteria governing the evaluation of projects and the awarding of incentives.
Basically, BOI evaluates the application from the perspective of “how the project would benefit
Thailand.” The primary factors considered when determining whether to grant awards are (1) the
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economic contribution of the project to the country and (2) compliance of the project with the
government’s investment promotion policies and strategies. Other broad criteria include:

BOIfI € 1 BB AR HER VP AL 0T H AR Ui ts it . 24 b, BOIM “IUH Ky dnfl B K %
7 B BER VPG BRI . R RER B IR TR, EEHEMEERL (1D BHE X E K
gedtonik;  (2) TiHZ SR G BURF B AR BORANS . HoAh 2 FbrfEd 45 .

1. Project activity

- IUH I3

—

2. The amount of project investment
2. TUH 5

3. Project location

- I H 3

[98)

4. Technology and knowledge transfer
4. PR S RIREAL

5. Stature of the applicant internationally

. FVE NAE E B L gz

W

6. Number of Thai employees
6. 7% [F 7t T o &

Although producing goods for export is not formally considered in investment promotion awards
a project’s ability to generate foreign exchange for the country is also generally considered by
BOI to be important.
IR E 7 i AR P AE B AR R T I AR IE X IE, (HBOLE & M\ NI H A7 H 61i&
AN RE IR L

Applications for BOI promotion can normally be completed within two to four months of
submission of all required information by the company. Note that the application may be
submitted online to BOI before the company’s final registration with the Ministry of Commerce
(MOCQ).

NEIERAZ A T REEE, BOIMHE HFiFE s B NI H W5E k. 1HER, HiE
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The following is BOI’s normal procedure for processing promotion applications:

AR 72 BOT AL 2 fig 2k B (1 AR P -

1. A project officer is assigned by BOI to each project;
1. BOLARATIHFEIR— 2 TUH B A

2. The project officer evaluates the application, writes up recommendations for approval or
rejection, and presents the project to an investment subcommittee for approval;
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3. The evaluation is required to be completed in either 60 or 90 days depending on the
circumstance.

3.MREE G, PPE LAERRALE 60 KEL 90 KN 5EMK.

It is not required, but is often a good idea, for the applicant to meet with the director of the division
handling the application, and one or more senior BOI executives to familiarize them with the
benefits of the project for Thailand.

HARIFARL I, AHHE N E R A5 ST HE I ER ] 5T N BA K — 44 B2 4 BOT 4k
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Upon submitting the application the company will be scheduled to present the project to the
responsible BOI officials within 10 working days of the submission date. This process normally
involves a series of meetings between the applicant and BOI officials in order to discuss the details
of the proposed project. The object of these meetings is to give the presiding BOI official a general
understanding of the project’s staffing requirements, logistics needs, production processes, etc.

R G, AR H RS HIE R 104 T/EH AR A ST MBOLE R/ 4HIH . 1t
RREHE W &I N EBOTE RZE M) — R DB H A5 . X2
H LR MBOTE A IH M RZ R PR K. A RESEa — D REm 1
ﬁﬁo

Note that when explaining production procedures it is often useful if the applicant prepares a
simple flow chart with pictures describing the individual steps.

THTER, FEMRREA A IRERT, AR HE NS 1 IR A D BRI R B R AR BRI B A
W RAH .

The following BOI divisions are responsible for supervising and analyzing investment promotion
projects:

LT REBOT % 4 61 F 5 B RIS R (REEITLF 10 R

1. Investment Promotion Division 1
Bt et —Hh
Agricultural Food Biotechnology and Medical Industries

TN B S AE M BAR AN E 77l

2. Investment Promotion Division 2
BBt et —
Advanced Manufacturing Industries

P13 et iE b

3. Investment Promotion Division 3
PR AL =50
Basic and Supporting Industries
B 57 SR AN SR =

4. Investment Promotion Division 4

Erangliorid Il

Creative Industries and High-Value Services
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The application form can be found on the BOI website at:
<https://www.boi.go.th/index.php?page=form_appl&language=en>. Applicants may submit
their application to the BOI via the BOI e-Investment Promotion platform.

B ®£ W fE BOI W ¥y B B, W M A
https://www. boi. go. th/index. php?page=form appl&language=en. i A\ n[i#IBOIH
TH AR & FBOIHEAE HiE

Investors may also directly contact BOI divisions that process applications. BOI’s Investment
Services Center provides BOI publications and information and operates a “Help Desk” within its
“One Stop Services Center” to assist investors with information, project development, government
approvals and trouble-shooting.

PR O] DL B BB R AP FRE B0 &35 1] BOT K% 88 AR 25 O EBOT HY iR A1 L,
FAEE “—ui RSP0 WiRSL “RESE7 , NREERMEER. BIHF K. BUFH
O At s o 45 7y T ) 0 B

4. Terms and Conditions

4. k5 FMHF

If the application is approved BOI will issue a list of terms and conditions. The project’s continued
receipt of incentives will be contingent upon its ability to continue to comply with the terms and
conditions during the promotion period.

A FESRATALE, BOLK RA — RANFAR G 4. T H M I8, IUH B8 5 5 223015
Jil, AEL T L RE TS KRB S IR B S

EXAMPLE: Suppose a project is granted incentives for eight years. The terms and conditions,
however, require that Thai shareholders hold at least 40 percent of the company shares at all times.
In this situation, if at any time during the eight year promotion period the Thai shareholding in the
company falls below 40 percent (without first receiving permission from BOI to do so0), the project
will no longer qualify to receive the incentives granted, and the normal rules would apply.

A AR H B T\ RE . SR, 2R 2 AT SR 28 [ B AR AE AT ] I i A
IFAT > w] 2 A0%I Ly o FERXAMIEDL T, GHRAE\NERIHET I, 2w i 2 [ R
FEBCEEBIFEAR AT e fe 22 40% LR CHORERSESRMGBOTIIVE R I H KA BT 53R 15
O TR TR, FFREE A IR H .

Industrial Estate Authority of Thailand (IEAT)
ZE T XEEF (IEAT)

Industrial estates, including movie towns and science parks, are developed and supervised by the
Industrial Estate Authority of Thailand (IEAT), which is a state enterprise under the Ministry of
Industry.  Industrial estates provide the infrastructure necessary for industrial operations
(electricity, water supply, flood protection, waste treatment, solid waste disposal, etc.). Appendix
B lists each of more than eighty industrial estates in Thailand.

Tk X CEIEZ AR rE ) iz E DA XCE B (TEAT) JFARATEE, TEATZ Tk
N R — K EA k. TAX Oy Tliz s SR s Zag At veits (g k. Bk,
JRAKALBE . [EARRPAEESE) o MBI T 2B\ 24 TLIX 44 5
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IEAT is authorized to grant non-tax incentives to investors who choose to locate their factories on
an industrial estate. These incentives include:

TEATA B AR FEAE TV X AT B 58 3 R AR B il o I 2Ll (045 -

1. Permission for foreigners to own land in an industrial estate (see Chapter 8);

L SEVFAMEALE TALIX 4l Lt (ILER 8 &)

2. Special rights with regard to the issuance of work permits and visas; and

2. FELARVF Rl AREUIE R R 7 H RPN ;- BAK

Special rights with regard to operating as a foreign-held company (see previous section).

3. FEAF AN I A R4 E 5 TH RRFRAUR] CILHTSCER 7)) o

Just as with BOI incentives, when IEAT awards one or more of these incentives to a project the
incentives supersede the normal legal rules which would apply.

5BOTHURh—#F, ZTEATI AT H 4% T — Diek 2 DU, 1 S unl R B R A 3E F 1)
IEF VR

Unlike most BOI incentives, however, the incentives granted by IEAT are normally applicable
during the entire life of the project (as long as it remains on the industrial estate) instead of a
specific period of time as with BOL.

PRI, SR HBOTHUIN AN F,  TEATHR A 1 nh i 5 i H T30 H A B A v e 1) R 2200
HORFFAETAVIX D 1A RARBOLARFEIE ] 45 7€ IR R] B

For a description of the application process to obtain IEAT incentives see Chapter 8.

HIRHIE IEATHI IR B, 155 L5 8 =.

Export Processing Zone (EPZ’s)
H A TX (EPZ)

10 of the total industrial estates in Thailand operate Export Processing Zones (EPZs). An EPZ is
a special area within an industrial estate designed to allow goods to enter Thailand for processing.
As long as the goods remain in the EPZ no Thailand customs duty or VAT is applicable. For
reference purposes, IEAT has recently changed the EPZ terminology to IEAT-Free Zone or IEAT-
FZ; however, the “EPZ” term will continue to be used for some time and, thus, is the term used
this chapter.

RESWHK T RXPAH 10MsEE R OIMTX (EPZ) o BT XTI REIX AN K —
MEFHRX I, BEARGRYHFARZEIITN T, REFYHEAERONTXN, BLHEM%
PN E BB IS ERL . AT 2%, IEATHGL CK H En T IX AR E B SUNTEAT H H X
B IEAT-FZ; #RM), “EPZ” IX—ARiEVELE—Bm R N4k sefi ], Rk, AZW R
ARIE,
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Gate (managed by Customs Dept.)

- MR IRE ] CHigIRER & B
EPZ L
(also known as IEAT-FZ) | «— Point of Embarkation
Industrial Estate _ CBHRMFIEAT-FZ) e A=}
Tolkx General
Area
— i X Sk

IEAT manages the EPZ; however, the Customs Department is in charge of the EPZ gate in order
to monitor the goods entering and exiting the EPZ.
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EXAMPLE: Suppose an international company decides to establish a factory in Thailand and
then locates that factory on one of the 10 industrial estates with an EPZ. All the goods produced
in the factory are designated for export. The raw materials used to produce the product are sourced
outside Thailand.
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In this situation, as long as the imported raw materials are shipped, processed and exported from
the EPZ, VAT or customs duties would not be applicable, just as if the raw materials had never
entered Thailand.
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EXAMPLE: Same facts as above, except the company decides to sell some of the finished
products in Thailand as well. When the finished products designated for sale in Thailand exit the
EPZ to be shipped to the place of sale (in Thailand) all of the duty and VAT which would have
normally been in effect are applicable at that time.
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Do not confuse EPZ’s with Customs Free Zones which offer similar benefits to investors, but are
managed by the Customs Department rather than IEAT.
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