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Executive Summary

Presently, the Thai economic system places high priority on economic expansion, resulting in the
country’s dependence on international trade, as a means to accelerate investment and production in Thailand.
Thus, in order to promote overseas investment, the Bank of Thailand has further promoted capital outflows
aimed at supporting more investment aboard, as well as the Ministry of Finance has launched a rule to
mitigate the effects of double taxes. Moreover, since AEC will transform ASEAN into a region in 2015,
policy measures to enable easier movement of goods and capital are being implemented. In this phenomenon,
the creation of multinational companies and cross-border investment, such as setting up an offshore
corporation, are commonly done by the entrepreneurs in order to reduce the aggregate tax burden. Transfer
pricing, Treaty Shopping and Tax haven are widely used method to shift profits across borders to avoid or
reduce tax.

Currently, neither specific anti-avoidance rules nor penalties provisions are described under the Thai
tax law. Although the Revenue Department introduced its transfer pricing guidelines in the form of
Departmental Instruction (DI) No. Paw. 113/2545, there is only general guideline designed to guard against
tax avoidance arising from transaction between related parties conducted at higher or lower than market place.
In practice, the guideline cannot efficiently be applied to all transfer pricing cases. It is therefore just an
internal guideline to assist revenue officers in reviewing taxpayers’ transfer prices for compliance with the
arm’s-length principle. In fact, although the provision of Associated enterprise that aims to prevent transfer
pricing in international transaction has been inserted in tax treaties that Thailand has enter into with other
countries, such provision cannot fully be applied due to the lack of Anti-Avoidance rules in domestic laws.
Also, unlike the transfer pricing provision, there is no detailed or any specific guideline in place in Thailand
to fight Tax haven and Treaty Shopping. As a result, the Thai entrepreneurs use these legal loopholes to avoid
their Thai tax burden by establishing their companies or subsidiaries in an offshore jurisdiction.

Under the OECD guideline, many methods have been suggested to prevent tax avoidance in
international transaction. Among all member countries, Anti-tax avoidance scheme of the United States
provides the most comprehensive measure, and substantially followed the recommendations from the
OECD guideline. In detail, the US Anti-Avoidance provisions could be found in several laws such as Internal
Revenue Code, Regulatory Regulation and Double Tax treaties that the US has concluded with other

countries. However, in practice, to avoid tax, many methods are often used in conjunction with one another



)

since that cross border tax avoidance situations involve issues related to jurisdiction. Unfortunately, there is
no general international rule to combat Tax haven and Treaty Shopping. Thus, the global trend for preventing
tax avoiders is international cooperation among governments for exchanging tax data and collection.
Therefore, this paper will suggest Thailand to develop domestic measures aimed at preventing tax
avoidance in international transaction of offshore entities. The Thai revenue code should be revised to insert
the more comprehensive anti-avoidance provisions, as well as the new measures such as the requirement for
companies to report their overseas assets. With this disclosed information, the Revenue Department can
extend taxpayer’s database to be used for tax assessment in the future. Moreover, the Departmental
Instruction (DI) of the Revenue Department on transfer pricing should be updated and improved its
enforcement role.  In this regard, the penalty for tax avoiders therefore should be high enough to deter fraud.
Besides, the study of the global trend to prevent illegal tax avoidance and evasion is suggested to conduct in
order to improve the Thai tax law. Therefore, not only the improvement of the present laws that Thailand
needs to be taken in combatting tax avoidance of multinational cooperation, but it is necessary for Thailand

to apply new measures to help collect the unpaid tax and enable the efficiently collection of the government.
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Uszina 2549 2550 2551 2552 2553 2554 2555
1 | ousou 3,415.14 | 3,182.23 | 4,503.52 | 6,025.46 | 9.433.69 | 14,750.87 | 17,406.22
2 | vy'lu 0.00 0.00 0.00 0.00 0.00 0.00 0.00
3| Auwn 134.46 146.42 151.62 | 176.51 17453 | 364.93 | 451.93
4 | aulatlisy 346.77 18137 | 203.81 268.24 | 440.29 1,605.45 | 2,192.75
5 | an 49.27 142.01 | 294.03 |551.86 | 744.80 | 847.10 1,009.23
6 | oy 33175 | 547.14 | 882.86 | 1,221.11 | 1,519.98 |2,110.29 | 2,477.89
7 | Wenwing 849.95 |259.35 |381.19 |517.77 | 70034 | 1,196.92 | 1,527.17
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Uszina 2549 2550 2551 2552 2553 2554 2555

8 | Haytud 192.71 217.02 194.85 195.72 258.93 481.91 491.96
9 | danTys 1,138.64 | 1,323.26 | 1,935.15 |2,496.68 |4,861.74 |6,550.90 | 7,405.22
10 | Reau1y 371.59 | 365.66 | 460.01 | 597.57 | 733.08 | 1593.37 | 1,850.07
11 | annwnglsyd | 30489 | 593.18 | 65040 | 892.21 1,412.04 |2,642.84 | 4,594.93
12 | eoanasy 21.42 18.12 18.33 14.67 12.24 11.64 12.08
13 | wargey 21.17 38.69 38.07 51.73 118.98 | 149.45 | 160.42
14 | pum3n 0.16 0.18 1.91 0.13 2.37 2.33 11.87
15 | d5usta 434 19.14 33.91 16.00 25.82 86.13 117.98
16 | wasuil 48.08 22.75 23.16 40.18 36.12 200.24 | 1,055.65
17 | losuaud 0.57 0.48 0.14 0.31 65.32 0.35 0.44
18 | 2ty 29.96 37.80 119.08 | 161.98 | 27530 | 309.65 | 403.53
19 | nusesuaua | 2.96 35.36 87.94 151.57 | 187.57 | 57480 | 872.02
20 | ans%Y 103.19 | 34342 | 24572 |312.93 | 524.96 | 1,024.45 | 1,622.63

01U1INT
21 | lsemaau g | 73.04 77.24 82.14 142.71 16336 | 283.80 | 33831

Tunguannin

g 131
22 | eo@AsIAY 41.69 36.83 36.68 45.60 229.57 | 983.95 | 1,479.58
23 | tenauns 3231 29.96 33.77 64.23 95.66 120.95 | 154.96
24 | 13AY nesIU | 598.55 | 613.83 | 757.41 1,050.75 | 1,010.85 | 1,378.67 | 1,618.08

loduaua
25 | uAuIA 9.70 17.09 22.20 31.06 47.96 317.84 | 439.65
26 | weuwn lod | 1,153.61 | 1,297.94 | 1,595.08 | 2,258.12 | 2,695.07 | 4,048.01 | 5,453.43

uauﬁ'
27 | 788.51 1,125.86 | 1,214.45 | 1,917.44 | 1,95533 |3,292.46 | 4,116.46
28 | BEd 12.47 512.50 | 476.51 | 465.07 | 509.79 | 292.66 | 174.00
29 | §9404 717.94 | 669.04 | 831.99 | 83372 | 1,741.49 |3250.75 | 5.274.39
30 | DuIAY 103.87 | 167.09 | 168.18 [205.87 |281.73 | 631.17 | 742.34
31 | ditu 261.19 [ 129.75 | 24253 | 94690 | 798.81 1,804.90 | 2,650.96
32 | uesIBod 213.57 | 208.86 [313.05 |622.10 | 72935 | 1,340.83 |2,142.08
33 | mviala 11.49 2.93 0.75 0.41 0.85 160.43 209.16
34 | adaeresuaud | 60.92 56.39 50.68 54.29 85.22 19433 | 273.78
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szina 2549 2550 2551 2552 2553 2554 2555
35 | laniu 155.81 58.49 59.62 54.32 57.99 17828 | 212.76
36 | anigomsy | 1.39 14.77 21.44 25.09 13547 | 224.08 | 249.62
willsad
37 | anigomian | 471.60 | 419.78 | 546.12 | 833.10 | 757.66  |2,329.97 | 3,442.56
38 | Buq 23024 | 313.82 | 556.04 | 839.58 1,591.17 | 3,561.88 | 5,509.30
3 8,584.89 | 9,450.34 | 12,080.42 | 17,165.32 | 23,569.70 | 41,504.87 | 56,144.26
i unasuiatlszme lng

q‘ Y a 1 o a 9
M1319N 2 LL’GWNEJEJﬂﬂ\TﬂNNuaﬂﬂuiﬂﬂﬁiﬂﬂlﬂﬂﬂfﬂﬂiu@nﬂﬂi%mﬁ muuﬂﬂizmmsﬂwm@,amu

] 9 1" J [
(MU® : aUADADNTANIT)

Usziangsne 2550 2551 2552 2553 2554 2555
1 A INHATNITY ﬂﬁ'ﬂ'l]lfl}lla$ 0.00 0.00 40.66 64.22 4.69 4.85
MsUsens
2 | B msviumilowsuazmiloatiu | 2,026.57 | 3,408.83 | 4,504.97 | 7,615.79 | 10,776.09 | 13,722.78
3| ¢ mIwan 3,080.83 | 3,995.35 | 5,275.63 | 6,696.46 | 8,495.83 | 14,404.13
01N:
10 MIHANDINIT 889.37 | 1,173.11 | 935.88 | 1,717.99 | 1,864.53 | 3,608.75
11 NISHAAASDIAN 39.61 | 33.00 34295 27675 | 59859 | 1,239.96
13 MIKARTINe 140.44 | 28229 | 362.68 | 440.69 | 533.78 | 586.21
17 MINAANTLATY 15039 | 140.41 13735 | 16132  |302.52 | 319.13
20 Mswannifaa 32224 | 54026 | 778.14 | 1,089.67 | 1,389.21 | 1,835.52
22 MINARBNLASNAIGAN | 236.35 | 279.41 17121 | 206.70 | 26725 | 355.14
26 MINAAADNNINDS 529.54 | 609.16 | 75225 | 967.53 | 75120 | 2,342.70
diannseiind uavgUnisinig
Weruenaas
27 mawangnsal lWih 25232 | 32818 | 7891 85.79 410.16 | 467.24
28 msHAAASEITNIAY | 2.98 2.85 320.84 | 32449 | 463.63 | 668.73
wieaile Fai14salszian'ls
Tuidu
29 MINANEIUEUA 5OWIT | 150.15 | 207.47 | 731.73 634.51 396.84 | 862.98
AN
4 | D Wi e lovhwazszon [ 3285 | 27659 | 45498 | 64985 | 15.25 19.91
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Usziangsia 2550 | 2551 2552 2553 2554 2555

msdsuerma

5 F ﬂTiﬂ'i’)ﬁ%}N 175.24 199.62 253.21 299.65 318.99 352.70

6 G mMsvedaznsvelan 471.06 612.45 1,524.50 | 2,406.20 | 3,462.57 | 4,581.04
MIFONNUIUALAL
InTeUEUA

7 H mﬁmudmazamuﬁgﬁu 494,39 597.41 766.03 948.54 346.08 364.36
au

8 I 17] ‘"ﬂusmmm‘%msﬁ’m 113.67 175.49 232.52 232.11 164.92 168.32
01113

9 | K NOASIUNWMSHULATMST | 2,276.16 | 2,157.44 | 2,635.50 | 2,737.68 | 6,729.71 | 8,482.98
Usznune 2/

10 | L ﬁi]ﬂ‘i‘imﬁﬁli]ﬁlﬂ 583.60 484.14 651.21 1,004.31 1,055.19 1,172.49
AT UNTNe

11 'E'd;u o 195.97 173.10 826.11 914.89 10,135.55 | 12,870.70
U 9,450.34 | 12,080.42 | 17,165.32 | 23,569.70 | 41,504.87 | 56,144.26

< '
Ny : ﬁmmiumﬂizmﬁ"lm
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130 NYNY Internal Revenue Code: IRC W19131 6662 (e) (ii) Substantial Valuation Misstatement Tamuua
“... (ii) the net section 482 transfer price adjustment for the taxable year exceeds the lesser of $5,000,000 or 10 percent
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" AW US Internal Revenue Code 1119131 482
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133 ﬂgmmw‘f Best Method Rule 9147213 1 Treasury Regulations Section 1.482-1(c) Allocation of Income and
Deductions among Taxpayers

M1 UAI Best Method Rule A0 “...In general, the arm's length result of a controlled transaction must be
determined under the method that, under the facts and circumstances, provides the most reliable measure of an arm's
length result. Thus, there is no strict priority of methods, and no method will invariably be considered to be more reliable
than others. An arm's length result may be determined under any method without establishing the inapplicability
ofanother method, but if another method subsequently is shown to produce a more reliable measure of an arm's length

result, such other method must be used. Similarly, if two or more applications of a single method provide inconsistent
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results, the arm's length result must be fletermined under the application that, under the facts and circumstances, provides
the most reliable measure of an arm's length result...”
o NYHUIY Internal Revenue Code 19137 1.482-2 Determination of taxable income in specific situations

1 NYHUIY Internal Revenue Code 410131 1.482-3 IUDIWNATT 1.482-6 IUUANANNTINEINY Methods to
determine taxable income in connection with a transfer of tangible property.

"* The avoidance of Double Taxation and the Prevention of Fiscal Evasion with Respect to Taxes on Income
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