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How does the VAT System Work?
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The Value Added Tax (VAT) system in Thailand may initially be difficult for many foreign
business people to understand. This is especially true if the person is from the US or another
country that does not use a VAT system.
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As mentioned in Chapter 2, businesses in Thailand are generally required to obtain a VAT
Certificate and make periodic VAT filings, unless their business activities are specifically
exempted from this requirement.

EANSE TR, AR E A RAEH T BRI A AOIE S AT IR B E R R 3, BRAE
oMl 553 s Rs 0 T S LR 25K

There are three main categories of business transactions which are subject to VAT: sale of goods,
rendering of services, and the import and export of goods. The current rate of VAT is 7%;
however, many categories of goods and services are zero-rated (subject to 0% VAT) and many
are exempt as described in Appendix A. Also, if a business’s gross income in the same fiscal year,
has not exceeded 1.8 million baht, the business is generally not required to be in the VAT system.
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However, note that a company will be required to apply for VAT registration within 30 days of
the date that their income exceeds 1.8 million baht. You should check the Revenue Code or
consult with your accountant or tax attorney to determine whether any of the exceptions and/or
zero ratings are applicable to your business.
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1. Summary of VAT Rules
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Parties in Thailand are generally required to pay VAT at the rate of 7% when making payment for
goods and services which are subject to VAT.
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Individual or juristic entities who are VAT-registered operators are required to report their own
separate VAT transactions to the Revenue Department every month. In each of the transactions
where VAT is applicable, parties to the transaction will be classified as either the buyer or the
seller. The VAT-registered operators are required to report both the amount of VAT they received
from each buyer during that month (Output VAT) and the amount of VAT paid to each seller
during that month (Input VAT). The amount payable will be calculated as follows:
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Output VAT (received) — Input VAT (paid) = Amount payable
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For transactions in which the reporting party is the seller, they are required to report how much
VAT they received from each buyer during that month (Output VAT) as follows:
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For those transactions in which the reporting party is the buyer, they are required to report how
much VAT they paid to each seller during that month (Input VAT).
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If in a month the total amount of Output VAT (received from buyers) exceeds the total amount of
Input VAT (paid to sellers), the reporting party will be required to pay to the Revenue Department
the excess amount.
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EXAMPLE: Suppose for the month of January Company A received a total of 10 baht Output
VAT (from buyers) and paid a total of 5 baht Input VAT (to sellers). Company A’s VAT
calculation for January would be as follows:
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10 baht Output VAT - 5 baht Input VAT = 5 baht payable for January
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Situation 2
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Conversely, if in the reporting month the amount of Input VAT (paid to sellers) exceeds the
amount of Output VAT (received from buyers), Company A would receive an Input VAT Credit
for the amount of the excess as follows:
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Input VAT (paid) - Output VAT (received) = Input VAT Credit receivable
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EXAMPLE: Suppose for the month of January Company A paid a total of 10 baht Input VAT
(paid to sellers) and received a total of 5 baht Output VAT (received from buyers), Company A’s
VAT calculation for January would be as follows:
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10 baht Input VAT — 5 baht Output VAT = 5 baht Input VAT Credit receivable
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Company A may then either:
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i.  Request that the Revenue Department return the Input VAT Credit; or
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il. Carry it forward to offset Output VAT amounts otherwise payable in subsequent months.
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Although the above illustrates the generally applicable rules with regard to calculation of Input
and Output VAT, note that certain types of input VAT payments are not allowed to be credited
against the VAT output tax collected.
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2. Filing Requirements
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The reporting party is required to file a return, called Por Por 30, listing all VAT transactions for
the reporting month and pay the amount due (if any) for that reporting month within the first 15
days of the following month. Appendix B contains Form Por Por 30 together with an English
translation.
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EXAMPLE: Suppose for the month of January, 5 baht was payable by Company A to the Revenue
Department (as in Situation 1). Company A would be required to file a return, (Por Por 30), and
pay 5 baht to the Revenue Department by February 15%.
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3. Exception Concerning Payments to Parties Offshore
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An exception to the above rule applies to payments made by Thailand parties to parties offshore.
When the reporting party makes a payment (where VAT applies) to a party offshore, the reporting
party is required to file a separate VAT return, called Por Por 36, and pay any amounts payable
associated with that payment offshore to the Revenue Department no later than seven (7) days
from the end of the month of payment. Appendix C contains Form Por Por 36, together with an
English translation.
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EXAMPLE: Suppose Company A (a VAT-registered operator) makes a payment of 100 baht (to
which VAT applies) for good or services to an offshore supplier on February 15®. Company A
would be required to file a separate return (Por Por 36) and pay 7 baht to the Revenue Department
by March 7.
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Company A’s payment of 7 baht to the Revenue Department would then be included as the
reporting party’s Input VAT calculation for the month in which the payment was made to the
Revenue Department (as long as goods or services received from an offshore party were used for
Company A business).
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The danger here is mistiming the VAT payment to offshore parties in such a way that Company
A cannot strategically use the VAT paid to offset against other VAT payments it owes.
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EXAMPLE: Suppose the VAT return (Por Por 36) was filed, and the 7 baht paid to the Revenue
Department on February 28". The payment would be classified as Company A’s Input VAT for

the month of February and would be included in Company A’s VAT calculation for the month of
February (to be filed by March 15th).
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EXAMPLE: Now suppose instead that Company A received 7 baht Input VAT via another
unrelated transaction from a party in Thailand on February 20". Company A had no other
transactions in February in which VAT was applicable.
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Because Company A filed Por Por 36 and paid the 7 baht Input VAT from the unrelated
transaaction to the Revenue Department in the same month that it was received, Company A can
generally use the amount received on February 15 to offset the amount payable associated with
the other transaction in February (7 baht).
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7 baht VAT paid 15" Feb. - 7 baht received Feb. 20" = 0 baht VAT payable
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However, if instead the VAT return (Por Por 36) was filed and the 7 baht paid to the Revenue
Department on March 1% that 7 baht would be classified as Company A Input VAT for March and
included in Company A’s VAT calculation for the month of March not February.
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In this situation Company A could not offset the 7 baht received on February 20™; therefore, it
would be payable for February.
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