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Introduction: This article is a summary of changes in the law that took place during 2019, from a 
foreign investor’s perspective.   
 

1. New Transfer Pricing rules: The new transfer pricing rules will affect the case where e.g. 
a Thai company charges different prices to related companies, than those charged to its 
general customers. Reporting obligations are now imposed designed to detect breaches of 
the rules and therefore underpayment of corporate tax. Reporting is compulsory where 
the company’s annual turnover exceeds 200 million Baht. But regardless of gross income, 
a company could be liable for a Revenue Department audit for possible breach of the 
transfer pricing rules at any time.   

 
2. New property tax: The new property tax will replace House and Land Tax and Land 

Development Tax. It came into effect in January 2020. 
 
Agricultural land will be taxed at 0.02%, 0.03% or 0.05% of annual value, depending on the total 
land owned. 
 
Undeveloped land will be taxed at 0.3% of annual value. That rate will increase by an additional 
0.3% every three years that the land remains unused, until it reaches a cap at 3%. 
 
Residential land and houses will be taxed as follows:  

• 0- 50 million baht:  0.02 % annual tax  
• 50 - 75 million baht: 0.03 % annual tax 
• 75 - 100 million baht, 0.05% annual tax  
• Exceeding 100 million baht, the annual tax rate increases to 0.1%. 

Primary residences worth not more than 50 million baht are tax exempt. If the owner owns only a 
building, no tax arises if the value is less than 10 million baht. 
 
Commercial property will be taxed as follows:  

• Less than 50 million baht: 0.3 %.  
• 50 - 200 million baht: 0.4 % 
• 200 million - 1 billion baht: 0.5% 
• 1 billion  - 5 billion baht: 0.6% 
• 5 billion Baht or more: 0.7 %. 



In the first three years after the law comes into effect, ordinary land and building owners, and 
agricultural land owners, will be tax exempt. 
 

3. International Business Centre (IBC): The IBC is now available as a new corporate 
vehicle.  

 
It will replace the old ROH (Regional Operating Headquarters versions 1 and 2), the IHQ 
(International Headquarters) vehicles and the International Trading Centre. Old ROHs and IHQs 
may continue to exist in accordance with the regulation(s) under which they were set up, or may 
convert to become an IBC.  
 
An IBC is limited to engaging in the following activities only:  
 

• General management, business planning, and business coordination 
• Sourcing of raw materials and parts 
• Research and development of products 
• Technical support 
• Marketing and sales promotion 
• Human resource management and training services 
• Advisory services in finance (except loan services) 
• Economic and investment analysis and research services 
• Credit management and control offered services 
• Treasury centre services 
• International trading 
• Any other supporting services, as specified in Revenue Department regulations 

IBC services must be provided to associated enterprises only. 

Where the IBC provides international trading services, it must perform at least one of the other 
business activities listed above. 

An IBC must have paid up registered capital of at least 10 million Baht. 

An IBC must have at least 10 employees who have relevant knowledge and skills. An IBC 
functioning as a treasury centre must have at least five employees.  

The personal income tax reductions will be the same as for an IHQ.  
 
There are reduced corporate tax rates of 8%, 5% or 3%, provided the IBC's annual expenditure is 
60 million, 300 million or 600 million Baht respectively.  
 
The high thresholds for minimum annual expenditure will certainly affect the popularity of this 
new vehicle.  
 

4. Labour Protection Act: The key changes to the Labour Protection Act are:  
 



(a) an employee will be entitled to 3 days paid personal business leave a year. “Business leave” 
is not defined.   
 
(b) Maternity leave is increased from 90 to 98 days (the extra 8 days is intended to cover pre-
birth medical treatment, it is not clear if the extra 8 days will be paid or unpaid. (NB The 
previous rule was that 90 days’ maternity leave was permitted, which was half paid and half 
unpaid) 
 
(c) New top rate of severance pay - 400 days severance pay is payable where the employee has 
worked for the same employer for 20 years or more at the time of dismissal.  
 
(d) In a case of change of location of employment, the employee has a right to resign and claim 
compensation. 
 
(e) In a case of company takeover by merger or transfer of assets, an employee has a right not to 
transfer to the new entity and to claim compensation (NB Based on what we have read, the right 
to claim compensation only applies where there is a change of employer, it will not apply where 
there is a change of ownership of the employer, i.e. where the shares are sold.)  
 

5. Electronic Commerce Act: An amendment to this Act was passed in 2019. 

• Any document that must be in writing can be executed by electronic means 

• It defines an “automated electronic system for data exchange” (AESDE). The 
enforceability of an agreement entered into through an AESDE cannot be challenged 
solely on the grounds that it was entered into via an AESDE. 

Electronic signatures: An electronic signature is binding if it is capable of identifying the 
signatory, and the method used is reliable and appropriate in the light of the surrounding 
circumstances for the purpose for which the data message was generated or sent. Or the method 
is capable of verifying the signatory and representing the signatory’s intentions regarding the 
information contained in the electronic communication, together with other evidence if 
necessary. 

Electronic invitations to make an offer An electronic invitation to make an offer will be deemed 
valid if made via electronic communications and sent to non-specific persons; and it is accessible 
for any other persons using the same data system. 

This includes an offer made through a data system that allows automatic responses. It excludes a 
proposal that makes clear that the party making it intends to be bound by it in case of acceptance. 
 
Regulator The Electronic Transactions Development Agency (ETDA) is established with power 
to regulate electronic transactions and e-service businesses and impose fines for breach.  

6. Retirement Visa rules: The basic requirements for an annual retirement visa remain as 
follows:  



 
• a retiree must be aged over 50, and  
• a retiree must earn more than 65,000 Baht pm or have 800,000 Bt in a bank account in 

Thailand for at least 3 months before applying for a RV (these thresholds are halved 
where the foreign applicant has a registered marriage to a Thai spouse) or a blend of the 
two.  
 

The new changes made are that: 
 
(a) The money must actually be transferred to a Thai bank. It is no longer acceptable that an 
embassy certifies income or savings, or that the money is kept overseas. It must be actually 
transferred into Thailand. 
 
(b) Monies cannot be withdrawn from the account for a period of three months after the visa is 
granted, and a minimum balance of 400,000 Baht must always be maintained (effectively the 
authorities want a guarantee that this mount to be maintained at all times). 
 
(c) Retirees must now arrange medical insurance with a local Thai insurer on an approved list 
that has been issued. This is to cover outpatient treatment up to 40,000 Baht and inpatient 
treatment up to 400,000 Baht. If a retiree already has insurance coverage with a company outside 
Thailand, or one not on the list, this will be acceptable for up to one year only. After that, new 
coverage will have to be arranged with an insurer on the approved list.  
 

7. Cases where no work permit required: No work permit will be required for foreigners 
from now on, in the following cases: 

(a) The manager of a Branch, Representative Office or Regional Office 

(b)  A signatory director of a company that is majority foreign owned, and which holds a licence 
under the Foreign Business Act 

(c) Companies located on an IEAT estate or those holding Board of Investment promotion (but 
this is not clear, as different Ministry of Labour offices are refusing to issue work permits, 
whereas others are still issuing them.) 
 
Note however that these changes may or not be recognised by other organisations. For example, 
there may still be a request to see a work permit e.g. where a foreigner wants to open a bank 
account, applies for a driving licence, wants to register for a mobile phone account, wishes to 
hire or hire-purchase a car, or in other situations.  
 

8. Personal income tax: Note there are changes to certain reliefs and allowances in relation 
to personal income tax including:  

 
(a) increased personal allowance for employees aged over 65  
 
(b) increased personal allowance for disabled employees under 65 



 
(c) increased maternity allowance 
 

9. Franchise businesses: In late 2019, a regulation was issued imposing guidelines 
regarding unfair trade practices in franchise businesses.  
 

The regulation will come into effect in February 2020.     
 

10. Residential leases: New rules have been issued regarding residential leases 
 
Certain information to be supplied and certain clauses which will not be enforceable. These 
replace previous rules issued in 2018. The rules will apply to a business that leases five or more 
units to lessees who are natural persons (i.e. not to companies or registered partnerships). The 
units may be in one or more than one building. The regulation does not apply to hotels which are 
separately regulated.   
 
Contents of a regulated lease:  

• Regulated leases must include a version in Thai, in print of a minimum size: 
• Details of the lessor and lessee, and property location 
• Contents of the property eg equipment and furniture 
• Commencement and expiry date of the lease 
• Define the rent and payment date 
• Rates charged for utilities supplied and date payable 
• Rates charged for services, which must be reasonable and at the actual cost, and date 

payable 
• Terms regarding deposit and rent payable in advance 
• Invoices for the last three items must be sent at least three days in advance.Details of the 

condition of the property and equipment (if any)Any deposit must be immediately 
returned to the lessee at the end of the agreement, unless there is a claim regarding 
damage to the property. 

• If the agreement is for a fixed term, the lessee may terminate it before expiry, provided it 
has leased the property for not less than half of the term by 30 days’ written notice to the 
lessor. 

• Any termination clause be written in red or black letters, or in bold or italics, and 
underlined, or emphasized in other ways. 

• A lessee must give at least 30 days’ written notice to terminate. Only seven days’ notice 
is required if the reason for termination results from actions of the lessee that affect the 
livelihood of other lessees. No notice is required if the lessee does not comply with the 
laws regarding public order and morality.  

Prohibited terms in a regulated lease: If any of the terms listed below are included in a regulated 
lease, it  will be interpreted as if they do not appear. These include the following:  



• Any waiver or limitation of the lessor’s liability for breach of the agreement or wrongful 
acts, without good reason; 

• Where the rent in advance and deposit exceeds more than three months’ rent;  
• Where the lessor may change the rent, utilities fees, service fees, or any other expenses 

before the end of the agreement; 
• Where the lessor may appropriate the deposit or rent in advance without a default by the 

lessee; 
• Where the lessor or its representative, may inspect the building or property without prior 

notice, except in an emergency; 
• Where the rates charged for electricity and water supply exceed the rates specified by the 

relevant authorities; 
• Where the lessor may prevent or obstruct the lessee’s access to the property to seize or 

remove the lessee’s property, without terminating the lease; 
• Where the lessor may charge a fee for renewing the lease; 
• Where the lessor may terminate the agreement without material breach by the lessee; 
• Where the lessee is liable for damage due to ordinary wear and tear; 
• Where the lessee is liable for damage to the property, its contents, and equipment that 

was not the lessee’s fault, and which occurred due to force majeure; and 
• Where the lessee is liable for defects to the property, contents, and equipment incurred 

due to ordinary wear and tear.  

11. Minimum share capital rules: A new regulation was issued in August 2019 regarding 
minimum share capital.  

 
Minimum capital: The minimum capital required where a company is subject to the FBA for 
commencement of business operations is Baht two million. 

The minimum capital in a case where a FBA licence is required, must not be less than 25% of the 
annual average estimated expenses for business operations for a period of three years, with a 
minimum of Baht three million. 

Where the period of business operations is less than three years, the amount is averaged 
according to the period of business operations, based on the yearly average of the period of 
business operations, with a minimum of Baht three million. 

The estimated expenses means the amount that will be used in Thailand for business operations 
so as to acquire permanent assets and for use as expenses in business operations in each year. 

Capital must be transferred into Thailand: An ordinary person or juristic person not registered in 
Thailand must transfer in foreign currency the minimum capital payment required into Thailand 
in full within a period of three years from the date of commencement of business operations, or 
the date of obtaining the FBA licence. In the first three months the amount transferred into 
Thailand must be not less than 25% of the minimum capital, 50% within a period of one year, 
and the balance transferred by not less than 25% of the minimum capital per year. 



Where business is to be operated for less than three years: Where the period of business 
operations is less than three years, the minimum capital transferred into Thailand must be made 
within six months from the date of commencement of business operations, or the date of 
obtaining a FBA licence. 

Where the business is operated pursuant to a Treaty: Where the business is operated under a 
treaty to which Thailand is a party, or under an agreement which grants exemption for citizens of 
the other party on a reciprocal basis, the minimum capital must be transferred into Thailand in 
full according to the bases above, within 29 August 2029.  

This would apply e.g. to companies formed under the Thailand – USA Treaty of Amity, or under 
the special trade treaties that Japan and Australia have with Thailand.   

Proof of payment: Evidence of transferring the minimum capital into Thailand, with a 
computation of such into Thai currency reached by applying the reference rate of exchange on 
the date of transferring the capital into Thailand, must be filed with the Ministry of Commerce 
within 15 days from its being transferred into Thailand. 

An alien who operates business in Thailand under a treaty to which Thailand is a party or under 
an agreement which grants exemption for citizens of the other party on a reciprocal basis prior to 
the date of enforcement of these regulations, but has not yet transferred the minimum capital in 
full according to the bases above, must transfer the money within 29 August 2029. 

12. Foreign Business Act – exemption from licence requirement for certain services between 
related companies:  

A Foreign Business Act licence is no longer required if a company supplies the following 
services to an associated company: 

• Lending money in Thailand 
• lease of office space  
• providing administration and management, marketing, human resources, or IT services. 

The two companies must be associated in one of the following ways: 

• more than 50% of the shareholders of one company are also more than 50% of the 
shareholders of the other company; 

• at least 25% of one company’s capital is owned by shareholders who hold at least 25% of 
the other company’s capital; 

• one company owns at least 25% of the other company’s capital; or 
• more than half of the power to control in the first company is held by directors who own 

more than half of the power to control the second entity. 

The regulation limits lending to loans within Thailand. A company that provides loans or 
guarantees to affiliated or associated companies overseas, will still require a FBA licence. 



13. Trade Competition Commission regulations: The Trade Competition Commission 
regulates mergers and monopolies, and “anti-competitive conduct” as defined.  

A regulation issued recently contains definitions of key concepts under the Trade Competition 
Act:   

Monopoly A monopoly exists where a sole business operator in a defined market, with a 
turnover of Baht 1 billion or more, that has the power to independently determine the prices and 
quantity of products or services. 

Market dominance A person has market dominance in these cases: 

• A business operator in a specified market for a product or service, acquires a market 
share of 50% or more, and which had gross income of  Baht 1 billion or more in the 
previous year; or 

• the first three business operators in a specified market for a product or service, acquire a 
total combined market share of 75% or more in the previous year, and each of which has 
a total gross income of Baht 1 billion or more, excluding a business operator whose 
market share in the previous year was less than 10%. 

 
Merger transaction that causes a substantial reduction of competition in a particular market A 
merger in which the total turnover of any, or all, of the business operators which are to be 
merged in a specific market is Baht 1 billion or more, but which does not result in a monopoly, 
or in a business operator having a dominant position. 
 
Deemed date of merger The deemed date of merger is the date on which one of the parties to a 
merger ceases to exist, or the date on which a new business is formed; the date on which the 
transfer of ownership is registered; or the date on which shares are transferred as defined in the 
Trade Competition Act. 
 

14. Personal Data Protection Act: This Act is now in force.  
 

It regulates the acquisition, storage or distribution of personal data, as defined. It will therefore 
affect e.g.: all employers, and banks, insurance companies, finance companies and all other 
businesses that acquire, store or distribute personal data.  
 
The most significant provisions of the PDPA are:  

• Data controllers (as defined) must obtain consent from data owners before they can 
process their personal data in certain ways (subject to certain exceptions);  

• There are increased requirements for the protection of sensitive personal data; 
• There are restrictions regarding the transfer of personal data outside Thailand; 
• To an extent the PDPA also imposes duties on data controllers outside Thailand;   
• A data controller outside Thailand must appoint a representative within Thailand.   



The Act is substantially but not totally based on the European GDPR.  
 
At the date of composing this summary, the regulatory committee under the Act has not yet been 
appointed, and no regulations or notes for policy guidance have been issued yet by the regulator. 
These are expected during 2020.  
 
©       Stephen Frost, Bangkok International Associates Ltd., February 2020 

__________________________ 

Bangkok International Associates is a general corporate and commercial law firm. For further 
information, please contact Stephen Frost by email at sfrost@bia.co.th or telephone (66) 2 231 
6201/6455. 
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