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1. Bank of Thailand’s 30% Foreign
Exchange Reserve Requirement on
Short Term Capital Inflows

Bank of Thailand’s Foreign Exchange Control Officer issues
the Notification of Foreign Exchange Control Officer Re
Stipulation of Foreign Exchange Criteria and Methods (No.
6), requiring the foreign exchange currencies bought or
exchanged against Baht be subject to the 30% reserve
requirement. In accordance with the 30% foreign exchange
reserve requirement, financial institutions are required to
withhold 30 % of foreign currencies bought or exchanged
against the Thai Baht except those related to trades in
goods and services, repatriation of investments abroad by
residents, foreign direct investments, stock market
investments (excluding mutual fund investments), real
estate investment (excluding real estate mutual fund
investments). This means anyone who sells more than
US$20,000 worth of foreign currency for Thai Baht, other
than for the exempted purposes shall have to deposit 30%
of it with the Bank of Thailand at zero interest for one year.
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In order to get the full deposit back, customers must prove
that the fund remains in Thailand for at least one year.
Should any customers wish to repatriate their funds earlier
than one year, they would be refunded only two-thirds of
the amount.

For more information, please contact us.

TAX UPDATE

2. Reserve Requirement’s Impact on
Use of Thin Capitalization
in Tax Planning

The Reserve Requirement is likely to make the use of Thin
Capitalization in tax planning more complicate. Thin
Capitalization means the arrangement that non-resident
multinational corporations invest in local subsidiary
companies in Thailand through excessive debt capital with
small equity capital to extract corporate profit in the form
of deductible interest, which is subject to Thailand’s 15%
withholding tax, rather than as nondeductible dividend,
which is effectively subject to 37% income tax. Thailand
still does not have the anti-avoidance rule on Thin
Capitalization.

Any loan in a foreign currency granted by an overseas
lender to a Thai borrower shall be subject to the 30%
foreign exchange reserve requirement. This will make it
more complicate for an overseas lender to grant a loan to a
borrower in Thailand. 30% of the drawing of the loan shall
be reserved for a year as the fund in a foreign currency is
converted into Thai Baht. The official at the Bank of
Thailand clarifies that even if the intention of this reserve
requirement is to tackle the short term capital inflow, a
loan with a one year term or longer period is not exempted.

For more information, please contact us.
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Many thanks for extenﬁing your trust to us throughout the year.
We truly value our relationship and look forward to serving you more in years to come.

Best wishes for a joyful holiday and a Happy New Yeda:

Siucenely youna,

Narit Direkwattanachai
Attorney at Laws

AREAS OF PRACTICE

= Corporate & Commercial
= Contracts / Agreements

NARIT & ASSOCIATES is a Bangkok-based international law firm
with principal areas of practice on Corporate & Commercial,

. Emp|0yment Mergers & Acquisitions, Tax Planning, Litigation & Dispute
. Resolution, Business Contracts/Agreements, Real Estate &

= General Counsel Services Construction, Insurance and Employment.

= [nsurance We have experiences in advising our clients, from publicly held

CPTR : : companies, Thai subsidiaries of multinational corporations to
thlgatlon & DISpUte Resolution foreign and private investors, across a broad range of matters,
. Mergers &Acquisitions including acquisitions of local companies, formation of joint
. . . venture companies, international sales, investment/divestment,
Notarial Services & Translation distributorship, commercial contract tax planning, cross border
Private Clients tax planning, transfer pricing, remittance of profit and tax
dispute.

Real Estate & Construction . . . o
As we aspire to be a fast growing legal service provider in
= Tax Thailand, we are pleased to offer our high quality legal services at
. . . a very competitive rate, as compared to those of other
= Work Permit & Immigration S P

Contact our lawyer to find out how we can help you.
OFFICE ADDRESS:
48/69 Soi Rama 1X 43
Suan Luang, Suan Luang
Bangkok 10250

Thailand
TEL: +66 8 6785 0793 Disclaimer: The materials on this document have been prepared to informational
. +66 2718 3445 purposes only and are not intended to be legal advice. The reader should not act

) in any way on the basis of the information without seeking where necessary
FAX: _':66 27.20 1088. appropriate professional advice concerning their own individual circumstances.
EMAIL: er.quIry@na_rltIaW.com NARIT & ASSOCIATES assumes no responsibility for, and disclaims all liabilities
WEBSITE: www.naritlaw.com (including responsibility for any action or inaction taken) to the fullest extent
permitted by law.
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