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1. Impact of SET’s New Big Lot Sale
Regulations on Tax-Free Share Sale
in the SET
The Stock Exchange of Thailand (the “SET” or the
“Exchange”) recently issues the new big lot sale regulations
to be effective on September 3, 2007. For the securities
trading in the SET, the price must be made within the
range between the ceiling price and the floor price. The
ceiling price is 30% above the last trading price on the
immediately preceding trading day, while the floor price is
30% below the last trading price on the immediately
preceding trading day.
Under the existing regulations, the ceiling price and the
floor price do not apply to the big lot trades. However,
under the new regulations, the ceiling price and the floor
price will apply to the big lot trades except for any of the
following circumstances:
1) Merger;
2) Change of shareholders structure that triggers the
tender offer; or
3) Any other case that the Exchange approves.
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Any trade made at the price exceeding either the ceiling
price or the floor price under any of these three exceptions
will have to be made during the off-hour trading.
This new change to the SET big lot regulations has
significant impact on the tax free share sale in the SET.
When an individual shareholder sells the big proportion of
shares in a listed company to a buyer in the SET through
the big lot sale, normally such individual shareholder may
sell the shares at the price substantially higher than the
last trading price on the immediately preceding trading day
to reflect the control of a company that the buyer will get,
the special arrangement made between the individual
shareholder and the buyer, or the depressed price of the
share. On the other hand, if the price of share is way overvalued in the market, such individual shareholder may sell
the shares at the price substantially lower than the last
trading price on the immediately preceding trading day. In
either case, such individual shareholder may sell through
big lot at the price exceeding the ceiling price or the floor
price. In the event that such case does not fall into any of
three exceptions, 1) merger, 2) tender offer and 3) any
other case that the Exchange approves, such tax free share
sale cannot be made in the SET. The Exchange will have
the power to either approve or reject the big lot sale
exceeding the ceiling price or the floor price in the third
exception. Then, effectively the Exchange will have the final
say whether such sale of shares can be made tax free or
not.
For instance, the sale of 20% shares of a company from
one individual shareholder to a buyer will not trigger the
tender offer as it is still lower than 25%. But this sale will
give the buyer 20% shares in the company and some sort
of control that comes with such shareholding. The price of
share is so depressed that the buyer agrees to buy the
shares at 140% of the last trading price on the immediately
preceding trading day. This case does not fall into either
the first exception (merger) or the second exception
(tender offer). Therefore, the parties have to seek the
approval from the Exchange for the third exception. If the
Exchange refuses to approve this above-ceiling big lot sale,
then effectively the Exchange forces the individual
shareholder to sell the shares outside the SET and pay the
capital gain tax. So the Exchange can make the tax free
sale into the transaction that is subject to the capital gain
tax.
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Thus, in the event that any individual shareholder of a
listed company plans to sell the shares through big lot at
the price exceeding the ceiling price without any merger or
any tender offer, it should be cautious that his tax free
share sale depends entirely on the approval of the
Exchange. So if the above-ceiling big lot sale is rejected by
the Exchange, such individual shareholder should prepare
for other tax planning schemes.
For more information, please feel free to contact us.
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NARIT & ASSOCIATES is a Bangkok-based international law firm
with principal areas of practice on Corporate & Commercial,
Mergers & Acquisitions, Tax Planning, Litigation & Dispute
Resolution, Business Contracts/Agreements, Real Estate &
Construction, Insurance and Employment.
We have experiences in advising our clients, from publicly held
companies, Thai subsidiaries of multinational corporations to
foreign and private investors, across a broad range of matters,
including acquisitions of local companies, formation of joint
venture companies, international sales, investment/divestment,
distributorship, commercial contract tax planning, cross border
tax planning, transfer pricing, remittance of profit and tax
dispute
As we aspire to be a fast growing legal service provider in
Thailand, we are pleased to offer our high quality legal services
at a very competitive rate, as compared to those of other
international law firms.
Contact our lawyer to find out how we can help you.
Disclaimer: The materials on this document have been prepared to informational
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
appropriate professional advice concerning their own individual circumstances.
NARIT & ASSOCIATES assumes no responsibility for, and disclaims all liabilities
(including responsibility for any action or inaction taken) to the fullest extent
permitted by law.
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