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Legal article Last updated 31 October 2026 (B.E. 2569)

Thailand-China Double Tax Treaty:
the 183-Day Permanent Establishment, Withholding
Tax Rates and Tax Sparing Credits under the 1986
Agreement

By Eksiam Chaisorn, Legal Consultant

Eksiam & Partners Co., Ltd.

This article is general legal information, not a legal opinion on any specific matter. Each matter must
be assessed on its own facts and evidence. The latest online version is at https://eksiamtax.com/en/

articles/thailand-china-double-tax-treaty.ntml

Key points

The Thailand-China Agreement was signed on 27 October 1986, entered into force on 29
December 1986 and applies to amounts paid from 1 January 1987. From 2023 it must be read
together with the MLI, which entered into force for Thailand on 1 July 2022 and for China on 1
September 2022.

Dividends paid by a Thai company to China bear 10% under Section 70, because the Article 10
rates of 15% or 20% are higher than Thai domestic law, so the Agreement brings no relief here;

the same is true on the Chinese side, where domestic law levies only 10%.

Interest paid to a Chinese financial institution or insurance company is reduced to 10% under
Article 11(2). Interest on intra-group loans has no treaty cap and bears 15% under Section 70,

while interest paid to the Government of China and the named state banks is exempt.
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Royalties are capped at 15%, the same as the Section 70 rate, and the Article 12(3) definition
includes rentals for industrial, commercial or scientific equipment, unlike the Thailand-Singapore

Agreement, which taxes equipment rentals separately at 8%.

Service fees and commissions earned by a Chinese company with no permanent establishment in
Thailand are business profits under Article 7(1) that Thailand cannot tax. Services furnished
through employees in Thailand for more than 183 days within any twelve-month period, or a
construction project lasting more than 6 months, constitute a permanent establishment under

Article 5(2).

A Chinese employee working in Thailand is exempt from Thai tax under Article 15(2) if present for
not more than 183 days in any twelve-month period, the employer is not a Thai resident and the
remuneration is not borne by a permanent establishment in Thailand. This is a different test from

the 180 days per tax year in Section 41, paragraph three.

Article 23 obliges each side to credit tax that the other side exempts or reduces under its
investment-promotion laws (tax sparing). China therefore credits the Thai tax exempted for a
Chinese company under a Board of Investment promotion certificate, and an indirect credit is

available for dividends from a Thai company in which at least 10% of the shares are held.

The Thailand-China double tax treaty in force is the Agreement between the Government of the
Kingdom of Thailand and the Government of the People’s Republic of China for the Avoidance of
Double Taxation and the Prevention of Fiscal Evasion with respect to Taxes on Income, signed at
Bangkok on 27 October 1986 (B.E. 2529). It entered into force on 29 December 1986 and applies
to withholding tax on amounts paid on or after 1 January 1987. The Agreement limits the tax
that the source country may levy to 15% or 20% on dividends, 10% on interest only where the
recipient is a financial institution, and 15% on royalties. Service fees earned by a Chinese
company with no permanent establishment in Thailand are business profits under Article 7,
which Thailand cannot tax, while services furnished through employees in Thailand constitute a
permanent establishment once they exceed 183 days in aggregate within any twelve-month

period. This article reads the Agreement provision by provision from the English text, alongside
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Sections 40, 41, 50, 70 and 70 bis of the Revenue Code (Uizmafwg’mi) and China’s Enterprise
Income Tax Law. Readers who want an overview of Thailand’s treaty network may start with

Thailand’s Double Tax Agreements: What They Are and How to Use Them.

Legal status as of 25 October 2026 (B.E. 2569): The Revenue Department’s treaty list records
that the Thailand-China Agreement was signed on 27 October 1986, entered into force on 29
December 1986, is modified by the Multilateral Instrument (MLI), and that the MLI entered into
force for Thailand on 1 July 2022.' The Agreement was done in Thai, Chinese and English, all
texts being equally authoritative, except in the case of doubt when the English text prevails.? The
Revenue Department’s Thai translation is a scanned image with no extractable text, so the
wording quoted in the notes is taken from the English text on the Revenue Department website,
which also records that Articles 2, 3 and 11 were amended by negotiations that entered into
force on 25 May 2000.2 Thai statutory rates are taken from Sections 50 and 70 of the Revenue

Code and the current income tax rate schedule.

The Thailand-China Agreement in force, the 2000 amendment and its
legal status

The Thailand-China double tax treaty is the agreement between the Government of Thailand
and the Government of the People’s Republic of China that allocates the right to tax income
between the two countries. It was signed on 27 October 1986, entered into force on 29
December 1986, applies under Article 28 to amounts paid from 1 January 1987, and takes effect
in Thai law through Section 3 of Royal Decree (No. 18) B.E. 2505 (1962) (W5¢31%Ng 6N (atfudl
18) w.e. 2505).

Thailand and China signed the Agreement at Bangkok on 27 October 1986. It is the first and only
double tax agreement between the two countries. Article 28(1) provides that the Agreement
enters into force on the thirtieth day after the exchange of diplomatic notes indicating
completion of each country’s internal legal procedures, and Article 28(2) gives it effect for taxes
withheld at source on amounts paid or remitted on or after 1 January of the year following the

exchange of notes, and for other taxes on income for taxable years or accounting periods

56914200 [ [

vamin, Bueng Kum, Bangkok 10240, Thailand 3_;— ,1.%

=

Eksiam & Partners Co., Ltd. | Tax ID 0105

Online version https://eksiamtax.com/en/articles/thailand-china-double-tax-treaty.html



oo
oo

EKSIAM & PARTNERS

UFHN 1anFuw Laud wisnuasa daia

beginning on or after that date.” The Revenue Department’s introductory page records that the
notes were exchanged on 29 November 1986, so the Agreement entered into force on 29

December 1986 and applies to amounts paid from 1 January 1987.°

The Agreement was done in Thai, Chinese and English, all texts being equally authoritative,
except in the case of doubt when the English text prevails.? This matters more in practice than it
appears. When a Thai payer and the Revenue Department disagree on wording, such as the
meaning of “beneficial owner” or the scope of “the furnishing of services”, the English text
settles the question, not the Thai or Chinese translation. The Agreement was amended once, by
negotiations that entered into force on 25 May 2000, which the Revenue Department notes at
the end of Article 2(3), Article 3(1) and Article 11(3). The amendment updated the list of Chinese
taxes covered, renamed China’s competent authority as the State Administration of Taxation and

revised the list of state banks whose interest is exempt under Article 11(3).

In Thai law the Agreement does not reduce tax by itself. It takes effect through Section 3 of the
Royal Decree issued under the Revenue Code governing Tax Exemptions (No. 18) B.E. 2505
(1962), which exempts persons under double taxation agreements that the Thai Government has
made with foreign governments from taxes under the Revenue Code.® The Supreme Court held in
Supreme Court Judgment No. 3935/2548 (2005) that domestic law continues to apply unless
the treaty provides otherwise,” which matches Article 23(1) of the Thailand-China Agreement:
“The laws in force in either of the Contracting States shall continue to govern the taxation of
income in the respective Contracting States except where express provisions to the contrary are
made in this Agreement”.® The reader must therefore always begin with Section 70, Section 50
or Section 66 of the Revenue Code and then ask which provision of the Agreement restricts

Thailand’s taxing right.

From 2023 the Agreement must be read together with the Multilateral Convention to

Implement Tax Treaty Related Measures to Prevent Base Erosion and Profit Shifting (MLI).
Thailand signed the MLI on 9 February 2022, deposited its instrument of ratification on 31
March 2022, and the MLI entered into force for Thailand on 1 July 2022. China signed on 7 June
2017, deposited its instrument on 25 May 2022, and the MLI entered into force for China on 1

September 2022.° Because both sides notified the Thailand-China Agreement as a covered tax
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agreement, Article 35(1) of the MLI gives its provisions effect for taxes withheld at source on
events occurring on or after 1 January of the year following the later entry into force, namely 1
January 2023, and for other taxes for taxable periods beginning after six months from that date.
10 The OECD peer review reports that both Thailand and China chose the Principal Purpose Test
(PPT) to meet the minimum standard.*! As at the date of checking, the Revenue Department had
not published a synthesized text of the Agreement and the MLI for China in its treaty list, so a
payer should read both countries’ reservations and notifications in the OECD MLI database

before concluding which provisions have been modified.

Residents and taxes covered under Articles 1 to 4

The Thailand-China Agreement applies under Article 1 to persons who are residents of Thailand
or China. The Thai taxes covered under Article 2(3)(a) are the income tax and the petroleum
income tax, and a resident under Article 4(1) is a person liable to tax in that State by reason of

domicile, residence, head office, place of incorporation or any other criterion of a similar nature.

Article 1 applies the Agreement to persons who are residents of one or both of the Contracting
States. Article 2(3) lists the Thai taxes as the income tax and the petroleum income tax, and the
Chinese taxes, in the wording amended in 2000, as the individual income tax, the income tax for
enterprises with foreign investment and foreign enterprises, and the local income tax.'? The
Chinese wording reflects China’s tax system before 2008, which taxed foreign enterprises
separately from domestic enterprises. When China enacted its new Enterprise Income Tax Law in
2007, effective in 2008, the new tax replaced the old one under Article 2(4), which applies the
Agreement to identical or substantially similar taxes imposed in addition to, or in place of, the
existing taxes.!? The Agreement therefore continues to apply to China’s current enterprise

income tax without any change of wording.

Article 4(1) defines a resident as “any person who, under the laws of that Contracting State, is
liable to tax therein by reason of his domicile, residence, head office, place of incorporation or
any other criterion of a similar nature”.!* The “place of incorporation” criterion means that a
company incorporated under Thai law is always a Thai resident and a company incorporated in

China is a Chinese resident. For individuals, Section 41, paragraph three, of the Revenue Code
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treats a person who stays in Thailand for an aggregate of one hundred and eighty days in a tax
year as a resident of Thailand.'* A person resident in both States is resolved under the tie-breaker
rules of Article 4(2) in order: permanent home, center of vital interests, habitual abode,
nationality, and mutual agreement of the competent authorities. For a company resident in both
States, Article 4(3) leaves the matter to agreement between the competent authorities rather
than applying the place of effective management test used in many of Thailand’s other

agreements.'3

In practice, a Thai payer must hold evidence that the recipient is genuinely a Chinese resident
under Article 4 before applying a treaty rate, which in practice means a tax residence certificate
issued by the Chinese tax office. This is a question of fact on which the payer bears the burden of
proof if assessed, because Supreme Court Judgment No. 813/2565 (2022) held that a payer who
fails to withhold is jointly liable with the recipient under Section 54, paragraph one, and must

pay a surcharge of 1.5% per month under Section 27.%°

Permanent establishment under Article 5: projects over 6 months,
services over 183 days and dependent agents

A permanent establishment under Article 5 of the Thailand-China Agreement is a fixed place of
business through which an enterprise carries on its business wholly or partly. It also includes a
construction, installation or assembly project lasting more than 6 months, the furnishing of
services through employees for more than 183 days in aggregate within any twelve-month
period, and a person who has authority to conclude contracts or keeps goods for delivery under

Article 5(4), whom Section 76 bis of the Revenue Code calls a representative or go-between.

Article 5(1) defines a permanent establishment as “a fixed place of business through which the
business of an enterprise is wholly or partly carried on”, and Article 5(2) gives examples, namely
a place of management, a branch, an office, a factory, a workshop, a farm or plantation, a mine
or oil well, and a warehouse of a person providing storage facilities for others, together with two
time thresholds that matter in practice: (h) “a building site, a construction, installation or
assembly project or supervisory activities in connection therewith, where such site, project or

activity continues for a period of more than 6 months” and (j) “the furnishing of services,
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including consultancy services, by a resident of one of the Contracting States through
employees or other personnel, provided activities of that nature continue (for the same or a
connected project) within the other Contracting State for a period or periods aggregating more
than 183 days within any twelve-month period”.'® The 183-day test aggregates non-

consecutive periods for the same or a connected project and is counted within any twelve-month
period, not a calendar year. A Chinese company that sends engineers to install and test
machinery for a Thai customer in several visits must therefore add up the days of every visit
under the same contract. The day-count method under each treaty is explained in the article

Service PE and day counting under double tax treaties (Thai).

Article 5(3) excludes activities of a preparatory or auxiliary character, such as the use of facilities
to store or display goods, the keeping of goods for processing by another enterprise, and a fixed
place of business used solely to purchase goods, collect information, advertise or carry on
research. Article 5(4) treats a person acting on behalf of an enterprise of the other State as a
permanent establishment where that person (a) has, and habitually exercises, an authority to
conclude contracts in the name of the enterprise, (b) habitually maintains a stock of goods of
the enterprise from which he regularly delivers goods on its behalf, or (c) habitually secures
orders wholly or almost wholly for the enterprise itself or for a group of enterprises that control
it. Article 5(5) excludes brokers, general commission agents and other agents of an independent
status acting in the ordinary course of their business, but an agent whose activities are devoted
wholly or almost wholly to one enterprise is not an agent of an independent status.!” Sub-
paragraph (c) on securing orders is wider than the OECD Model and corresponds to the term
“go-between” (E:d:ﬂ/thmi fAED) in Section 76 bis of the Revenue Code, which deems a foreign
company that has an employee, representative or go-between conducting business in Thailand,

thereby deriving income or gains in Thailand, to be carrying on business in Thailand.'®

Article 5(6) is specific to this Agreement. It gives an insurance enterprise of one State a
permanent establishment in the other State if it collects premiums or insures risks there through
an employee or a representative who is not an agent of an independent status, except in the
case of reinsurance. Article 5(7) confirms that a parent-subsidiary relationship does not by itself
make either company a permanent establishment of the other.!” Apart from Article 5(2)(j), and

Article 14 for individuals, the Thailand-China Agreement has no provision that takes a company’s
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professional services out of Article 7. Where a Chinese company has no permanent
establishment under Article 5, Thailand therefore cannot tax its business profits under Article
7(1), even if the company falls within Section 76 bis under domestic law, because Section 3 of

Royal Decree (No. 18) B.E. 2505 grants the exemption under the Agreement.

The Supreme Court authority on the scope of a permanent establishment that applies directly to
the Thailand-China Agreement is Supreme Court Judgment No. 124/2540 (1997). Deciding
under the Thailand-Belgium convention, the Court held that a construction and installation
project lasting more than 6 months gave the foreign contractor a permanent establishment only
for the business under the contract for work, and not for a separate contract for the sale of
equipment.?? This principle matters for combined (EPC) contracts under which a Chinese
company sells machinery together with installation, because profits from the sale of goods that
do not pass through the permanent establishment remain business profits that Thailand cannot
tax. Supreme Court Judgment No. 1971/2537 (1994), the only case that the judgment search
system returns for the search terms “People’s Republic of China” together with “double
taxation”, held that a Thai distributor that set its own selling prices, bore its own liability to
customers and took its own profit and loss carried on its own business and was not a

representative or go-between of the foreign seller under Section 76 bis.?!

Business profits under Article 7: service, consulting and commaission
fees paid to China

Service fees paid by a Thai company to a Chinese company with no permanent establishment in
Thailand are business profits under Article 7(1) of the Thailand-China Agreement and are taxable
only in China. The Thai payer therefore does not withhold the 15% tax under Section 70 of the
Revenue Code, unless the payment is a royalty under Article 12 or the services are performed in

Thailand for more than 183 days under Article 5(2)(j).

Article 7(1) provides that “The profits of an enterprise of a Contracting State shall be taxable
only in that Contracting State unless the enterprise carries on business in the other Contracting
State through a permanent establishment situated therein”, and where there is a permanent

establishment only the profits attributable to it may be taxed.?? Section 70 of the Revenue Code
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requires a foreign company not carrying on business in Thailand that receives income under
Section 40(2), (3), (4), (5) or (6) paid from or in Thailand to pay tax through withholding by the
payer, who must remit the tax within seven days from the last day of the month in which the
payment is made.?* Service, consulting and commission fees are income under Section 40(2),%
and so fall within Section 70 under domestic law. The Agreement, however, classifies this income
as business profits under Article 7, which gives the source State no right to tax absent a
permanent establishment, so the 15% rate under Section 70 is exempted by Section 3 of Royal

Decree (No. 18) B.E. 2505.

The point in dispute in the case law is not the text of Article 7 but the line between service fees
under Article 7 and royalties under Article 12. Supreme Court Judgment No. 3867/2531 (1988),
decided under the former Thailand-Japan convention, held that a Japanese company that
stationed 15 experts at the payer’s factory in Thailand to provide technical assistance in paper
production did not carry on business in Thailand, but the money it received was a royalty within
the meaning of the convention, so the payer had to withhold tax under Section 70.2> Supreme
Court Judgment No. 813/2565 (2022), decided under the Thailand-Singapore Agreement, held
that although the contract called the payment a service fee, a payment that in substance was
consideration for the use of equipment or for information concerning industrial, commercial or
scientific experience was a royalty under Article 12 and income under Section 40(3).%¢ The
royalty definition in Article 12(3) of the Thailand-China Agreement uses the same words,
“information concerning industrial, commercial or scientific experience”, so the principle of both
cases applies directly to payments to China. Technology transfer agreements, design contracts
that deliver drawings with a right of use, and service contracts under which the provider imparts
specialized know-how to the recipient must therefore be split according to the substance of each

element of the consideration.

Where a Chinese company has a permanent establishment in Thailand, Article 7(2) and (3)
attribute profits to the permanent establishment as if it were a distinct and separate enterprise
and allow the deduction of expenses incurred for the purposes of the permanent establishment,
including general administrative expenses of the head office, whether incurred in that State or
elsewhere.?? Section 66, paragraph two, of the Revenue Code taxes a foreign company carrying

on business elsewhere and also in Thailand on net profits from or in consequence of business
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carried on in Thailand, and where these cannot be computed, tax is assessed under Section
71(1).?" The Supreme Court placed the burden of proof for head office allocations in Supreme
Court Judgment No. 7323/2560 (2017), holding that a branch of a foreign bank bears the
burden of proving that the amount of expenses allocated from the head office and regional
office was appropriate and not excessive.?® A branch or project of a Chinese company in Thailand
that deducts administrative expenses from Beijing or Shenzhen should therefore keep evidence

of the allocation method from the outset.

Thailand-China treaty withholding tax rates compared with Sections
70 and 50 and China’s Enterprise Income Tax Law

The maximum rates that the Thailand-China Agreement allows the source State to levy are 15%
or 20% on dividends under Article 10, 10% on interest only for recipients that are financial
institutions under Article 11, and 15% on royalties under Article 12. Compared with Section 70 of
the Revenue Code, which levies 10% on dividends and 15% on other income, the Agreement
brings real relief only for interest paid to Chinese financial institutions and for service fees where

there is no permanent establishment.

The table below compares the treaty rates with the domestic rates of both countries. On the
Thai side it uses Section 70 and the income tax rate schedule for recipients that are Chinese
companies, and Section 50 for individual recipients not resident in Thailand.?**” On the Chinese
side it uses Article 3, paragraph three, Article 4, paragraph two, and Article 27(5) of the
Enterprise Income Tax Law, read with Article 91 of the Regulations for the Implementation of the
Enterprise Income Tax Law, which reduces the income tax rate for non-resident enterprises with
no establishment in China from 20% to 10%.3%*! A payer always applies the lower of the treaty
rate and the domestic rate, because the Agreement sets only a ceiling, not a mandatory rate.
The Thai payer’s duty to withhold and remit under Section 70 is explained in the article
Withholding tax on payments abroad: Section 70 and P.N.D. 54.
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Type of income Thailand-China Agreement Thailand paying to China (Revenue Code) China paying to Thailand (Chinese

Dividends Art. 10(2): 15% where the Sec. 70 + rate schedule (2)(c): 10% Art. 3 para. 3, Art. 27(5) + Regulations
recipient company directly Art. 91: 10%
holds at least 25%; otherwise
20%
Interest paidtoa  Art. 11(2): not more than 10%  Sec. 70 + rate schedule (2)(b): 15% 10%
financial
institution or
insurance
company
Interest paid to Art. 11 sets no cap 15% 10%
other companies
Interest paid to  Art. 11(3): exempt Exempt under the Agreement Exempt under the Agreement
the Government
and named state
banks
Royalties, Art. 12(2): not more than 15%  15% 10%
including rentals
for industrial,
commercial or
scientific
equipment
Service, Art. 7(1): taxable only in the Sec. 70: 15%, exempted under Royal Decree Art. 58: the treaty prevails over domesti
consulting and State of residence (No. 18)

commission fees
with no
permanent

establishment
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Gains on the Art. 13(4): the source State Sec. 70 for income under Sec. 40(4)(g): 15% of ~ 10% of the gain
transfer of shares  may tax the gain

Remittance of No specific provision Sec. 70 bis + rate schedule (2)(d): 10% -

profits of a

permanent

establishment

out of Thailand

The main point from the table is that the Thailand-China Agreement dates from the period when
China was still a capital-importing country and negotiated high source-country taxing rights. The
dividend caps of 15% and 20% and the 15% royalty cap are therefore higher than, or equal to,
the current domestic law of both countries. The Agreement still brings real relief in two areas:
interest paid to Chinese financial institutions, which is reduced from 15% to 10%, and the
business profits of a Chinese company with no permanent establishment, which Thailand cannot
tax at all. Loans from Chinese banks for projects in Thailand, and design or consulting fees for
work performed from China, are therefore the two cases in which a Thai payer must check the
residence documents and the recipient’s beneficial ownership in full before applying treaty

benefits.

Dividends under Article 10 and the profit remittance tax under
Section 70 bis

Dividends paid by a Thai company to a Chinese company bear tax at 10% under Section 70 of
the Revenue Code read with item (2)(c) of the income tax rate schedule, because the cap under
Article 10(2) of the Thailand-China Agreement is 15% for a shareholder holding at least 25% and
20% in other cases, which is higher than Thai law. The remittance of a branch’s profits out of
Thailand bears 10% under Section 70 bis, and the Agreement contains no specific provision on

this point.
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Article 10(2) allows the State in which the paying company is resident to tax dividends under its
own laws, but if the recipient is the beneficial owner and is a company other than a partnership,
the tax shall not exceed “(a) 15 per cent of the gross amount of the dividends if the recipient
holds directly at least 25 per cent of the shares of the company paying the dividends, (b) 20 per
cent of the gross amount of the dividends in other cases”.*? Thai law taxes dividends paid to
foreign companies at only 10% under Section 70 read with item (2)(c) of the income tax rate
schedule.”® The Agreement therefore brings no relief here, and a Chinese company need not
submit residence evidence to receive dividends at 10%, because that rate comes from domestic
law, not from the Agreement. Conversely, dividends paid by a Chinese company to a Thai
shareholder bear Chinese tax at 10% under the Enterprise Income Tax Law and Article 91 of its

Implementation Regulations,*! which is also below the treaty cap.

The definition of dividends in Article 10(3) covers income from shares and other rights, not being
debt-claims, participating in profits, and income from other corporate rights that is subjected to
the same taxation treatment as income from shares by the laws of the paying State. Article 10(5)
prohibits a State from which a company derives profits from taxing dividends paid by that
company to non-residents, and from taxing the company’s undistributed profits.?? This provision
is relevant to Section 70 bis of the Revenue Code, which requires a company that disposes of
profits, or any other money set aside out of profits or deemed to be profits, out of Thailand to
pay tax by deduction from the amount disposed of and to remit it within seven days from the

date of disposal, at 10% under item (2)(d) of the income tax rate schedule.*

The Thailand-Japan Agreement (Thai) has Protocol item 5, which expressly preserves Thailand’s
right to tax under Section 70 bis, and the Thailand-Singapore Agreement has Article 10A, which
caps the rate at 10%,** but the Thailand-China Agreement has no such provision. Whether
Thailand may levy Section 70 bis tax on the branch of a Chinese company must therefore be
answered from Article 23(1), which keeps domestic law in force unless the Agreement provides
otherwise, read with Article 10(5), which prohibits only tax on “dividends paid by the company”
and on the “undistributed profits” of a company resident in the other State. The Section 70 bis
tax is levied on the disposal of a permanent establishment’s profits, not on dividends that the
Chinese company pays to its own shareholders, and not on undistributed profits. The author’s

view is that Article 10(5) does not prohibit tax under Section 70 bis, but no Supreme Court
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judgment has yet decided the point directly for the Thailand-China Agreement. The closest
authority is Supreme Court Judgment No. 3935/2548 (2005), which held under the Thailand-
Japan convention that a representative or go-between carrying on business in Thailand falls
within the scope of liability for income tax on the disposal of profits out of Thailand where the
conditions of Section 70 bis are met.” Branches and projects of Chinese companies in Thailand
should therefore plan profit repatriation on the basis that the 10% tax under Section 70 bis
applies. This tax is explained in detail in the article Section 70 bis: tax on profit remittances

abroad (Thai).

Interest under Article 11: 10% for financial institutions, no cap for
other recipients and the government exemption

Interest paid by a Thai company to a Chinese bank or insurance company that is the beneficial
owner bears tax of not more than 10% under Article 11(2) of the Thailand-China Agreement,
reduced from 15% under Section 70 of the Revenue Code. Interest paid to other Chinese
companies has no cap in the Agreement and so bears 15%, while interest paid to the
Government of China, the People’s Bank of China and the state banks named in Article 11(3) is

exempt.

Article 11(2) provides that “if the recipient is the beneficial owner of the interest, the tax so
charged shall not exceed 10 per cent of the gross amount of the interest in case it is received by
any financial institution (including an insurance company)”.*> The Thailand-China Agreement
differs from the Thailand-Japan and Thailand-Singapore Agreements in having no sub-paragraph
that caps the rate for recipients other than financial institutions. With no limit, the opening
words of Article 11(2) let the source State tax “according to the laws of that Contracting State”.
Interest on intra-group loans paid by a Thai company to its parent or an affiliate in China
therefore bears the full 15% under Section 70 read with item (2)(b) of the income tax rate
schedule,”? and interest paid by a Chinese company to a Thai company bears Chinese tax at 10%

under China’s domestic law.?!
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Article 11(3) exempts interest paid to the Government of the other State and defines
“Government” broadly. On the Thai side it includes the Bank of Thailand, the Export-Import
Bank of Thailand, the Government Savings Bank, the Government Housing Bank, local
authorities and financial institutions wholly owned by the Government as agreed by the
competent authorities. On the Chinese side it includes the People’s Bank of China and the Bank
of China within the scope of its central-bank functions, the State Development Bank, the China
Import and Export Bank, the Agriculture Development Bank of China, local authorities and
financial institutions wholly owned by the Government as agreed, in the wording amended by the
negotiations that entered into force on 25 May 2000.%¢ Project loans from Chinese policy banks
to Thai borrowers therefore bear no withholding tax at all, while loans from Chinese commercial
banks in which the state holds a majority but not all of the capital take the 10% rate under
Article 11(2).

Article 11(4) defines interest as income from debt-claims of every kind, including bonds and
debentures and income assimilated to income from money lent by the law of the source State,
but penalty charges for late payment are not interest. Article 11(6) deems interest to arise in the
State of which the payer is a resident, or in the State in which a permanent establishment
bearing the interest is situated, and Article 11(7) applies the cap only to the amount of interest
that independent parties would have agreed, the excess remaining taxable under the laws of
each State.®* Article 11(7) works together with Article 9 on associated enterprises and with
Section 71 bis of the Revenue Code on the adjustment of income and expenses between related
companies. Interest on a loan from a Chinese parent at above-market rates can therefore be

examined at two levels: transfer pricing and withholding tax.
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Royalties under Article 12: 15% including equipment rentals, and the
line between royalties and service fees

Royalties paid from Thailand to China bear tax of not more than 15% under Article 12(2) of the
Thailand-China Agreement, the same as the 15% rate under Section 70 of the Revenue Code,
and the definition of royalties in Article 12(3) includes consideration for the use of industrial,
commercial or scientific equipment and for information concerning industrial experience. Rentals

for machinery from China are therefore royalties, not business profits under Article 7.

Article 12(2) allows the source State to tax royalties, but if the recipient is the beneficial owner
“the tax so charged shall not exceed 15 per cent of the gross amount of the royalties”, and
Article 12(3) defines royalties as “payments of any kind received as a consideration for the use of,
or the right to use, any copyright of literary, artistic or scientific work including cinematograph
films, films or tapes used for radio or television broadcasting, any patent, trade mark, design or
model, plan, secret formula or process, or for the use of, or the right to use, industrial,
commercial, or scientific equipment, or for information concerning industrial, commercial or
scientific experience”.?” The 15% cap is exactly the rate under Section 70 read with item (2)(b)
of the income tax rate schedule,” so the Agreement does not reduce the tax on royalties paid to
China at all, unlike the Thailand-Singapore Agreement, which splits the rate into 5%, 8% and
10%, with equipment rentals at 8%.** A Thai company that rents machinery, moulds or
equipment from China, or licenses software, must therefore withhold 15% whether or not it
claims treaty benefits. Royalties paid by a Chinese company to a Thai owner bear Chinese tax at

10% under domestic law,*! which is below the treaty cap.

The line at issue in several Supreme Court cases is between royalties under Article 12 and service
fees under Article 7, because the difference is 15% against 0%. Supreme Court Judgment No.
813/2565 (2022) held that the name of the contract is not decisive: if the payment is in
substance consideration for the use of equipment or for information concerning industrial,
commercial or scientific experience, it is a royalty,”® and Supreme Court Judgment No.
3867/2531 (1988) treated consideration for sending experts to transfer production techniques as
a royalty under the convention.? Article 12(4) disapplies the cap where the right or property

giving rise to the royalties is effectively connected with a permanent establishment of the
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recipient in the source State, in which case Article 7 applies instead.®” This is consistent with
Supreme Court Judgment No. 6489/2534 (1991), which held that royalties derived through the
activities of the Thai branch of a foreign company are income taxable under Section 66, not

Section 70, so that the payer of the royalties had no duty to withhold and remit tax.*

A point that calls for particular care with Chinese counterparties is the original equipment
manufacturing (OEM) contract and the machinery purchase with technology transfer, which
often bundle the price of goods, installation, training and the right to use designs or production
formulas into a single price. The price of goods is business profits under Article 7, and installation
that does not exceed the threshold in Article 5(2)(h) is also business profits, but consideration for
the use of designs, formulas or know-how is a royalty under Article 12. If the contract does not
split the price, assessment officers tend to treat the whole amount as a royalty where the royalty
element is significant, and the payer becomes jointly liable under Section 54 with a surcharge

under Section 27.1°

Employment income, independent personal services, directors’ fees
and pensions under Articles 14 to 18

A Chinese employee working in Thailand is exempt from Thai tax under Article 15(2) of the
Thailand-China Agreement if present in Thailand for not more than 183 days in aggregate within
any twelve-month period, the employer is not a Thai resident and the remuneration is not borne
by a permanent establishment in Thailand. This differs from the test of 180 days per tax year in
Section 41, paragraph three, and independent professionals are subject to the 183-day or fixed-

base tests in Article 14.

Article 15(1) makes salaries and wages taxable only in the State of residence unless the
employment is exercised in the other State, and Article 15(2) grants an exemption even where
the employment is exercised in the other State if three conditions are met together: “(a) the
recipient is present in the other Contracting State for a period or periods not exceeding in the
aggregate 183 days within any twelve-month period, and (b) the remuneration is paid by, or on
behalf of, an employer who is not a resident of the other Contracting State, and (c) the

remuneration is not borne by a permanent establishment or a fixed base which the employer has
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in the other Contracting State”.* The day count runs within any twelve-month period, unlike
Section 41, paragraph three, of the Revenue Code, which counts 180 days per tax year.!* A
Chinese expert working in Thailand from September to April may therefore not reach 180 days in
any tax year under Thai law, yet exceed 183 days within a twelve-month period under the
Agreement. Where the exemption in Article 15(2) does not apply, Thailand may tax under
Section 41, paragraph one, because the income is derived from employment exercised in
Thailand, whether such income is paid in or outside Thailand,** and the payer must withhold
under Section 50(1), which for a recipient not resident in Thailand and income under Section

40(2) is at 15%.%

Condition (c) needs particular attention. Where a Chinese company sends employees to work on
a project that is a permanent establishment in Thailand and their wages are recorded as
expenses of that project, the employees are taxable in Thailand from the first day even if they
stay less than 183 days. Article 14, on independent personal services, uses three alternative
tests: a fixed base regularly available in the other State, presence in the other State for a period
or periods amounting to or exceeding 183 days within any twelve-month period, or remuneration
paid by a resident of the other State or borne by a permanent establishment in the other State.
If any one is met, the relevant part of the income may be taxed there.*® Condition (c) of Article 14
is much wider than the OECD Model, because the mere fact that the payer is a Thai company

allows Thailand to tax an individual Chinese consultant who has never travelled to Thailand.

Article 16 makes directors’ fees, and the salaries of top-level managerial officials of a company
resident in the other State, taxable in the company’s State. A Chinese director of a Thai company
is therefore subject to Thai tax on directors’ fees wherever the meetings are held. Article 18
makes pensions for past employment taxable only in the recipient’s State of residence, unless
the pension is borne by an enterprise or permanent establishment in the other State, and Article
17 makes entertainers and athletes taxable in the State where they perform, unless the visit is
substantially supported from the public funds of the other State.** The public-funds exception
applies to Chinese performing troupes sent by the Chinese Government to cultural events, and

to Thai troupes sent to China by the Ministry of Culture.
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Capital gains, teachers, students and other income under Articles 13
and 20 to 22

Gains derived by a Chinese shareholder from the transfer of shares in a Thai company may be
taxed in Thailand under Article 13(4) of the Thailand-China Agreement, which allows the source
State to tax gains from property other than immovable property, the property of a permanent
establishment, and ships or aircraft. The payer therefore withholds 15% of the gain under
Section 70. Invited professors and researchers are exempt for up to 3 years under Article 21, and

other income not expressly mentioned may be taxed in the State where it arises under Article 22.

Article 13(1) makes gains from the alienation of immovable property taxable in the State where
the property is situated. Article 13(2) makes gains from movable property of a permanent
establishment taxable in the State where the permanent establishment is situated. Article 13(3)
makes gains from ships and aircraft operated in international traffic taxable only in the
enterprise’s State. Article 13(4), which departs clearly from the OECD Model, provides: “Gains
from the alienation of any property or assets, other than those referred to in paragraphs 1, 2 and
3 of this Article, arising in a Contracting State, may be taxed in that Contracting State”.*> Gains
from the sale of shares in a Thai company by a Chinese company are therefore fully taxable in
Thailand, unlike Article 13(5) of the Thailand-Singapore Agreement, which makes such gains
taxable only in the State of residence of the alienator.>* Under Thai law, gains on the transfer of
shares are income under Section 40(4)(g) only to the extent that the value exceeds the
investment cost.”* A buyer paying a Chinese seller must therefore withhold 15% of the gain
under Section 70 where the seller is a company,?® or 15% under Section 50(2)(a) where the seller
is an individual not resident in Thailand,” and needs the seller’s share cost data to compute the
tax base. Conversely, when a Thai company sells shares in a Chinese company, China levies 10%
of the gain under Article 3, paragraph three, of the Enterprise Income Tax Law read with Article

91 of the Implementation Regulations.*!

Article 20 exempts students and trainees in respect of payments from abroad for their
maintenance and education, scholarships, and income from employment in the State where they
study to the extent necessary for their maintenance and education. Article 21, which has no

counterpart in the OECD Model, exempts professors, teachers and researchers invited by a
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university or educational institution approved by the competent authority to teach or carry out
research for a period not exceeding 3 years from tax in the host State on their remuneration for
that teaching or research. Article 21(2) limits the exemption to research undertaken in the public
interest and not primarily for the private benefit of a specific person.** A Chinese lecturer invited
by a Thai university to teach Chinese language and culture under an inter-institutional
cooperation program is therefore exempt from Thai tax on salary for the first three years,
provided there is an invitation from an institution approved by the Ministry of Higher Education,

Science, Research and Innovation.

Article 22, on income not expressly mentioned, provides briefly: “Items of income of a resident of
a Contracting State which are not expressly mentioned in the foregoing Articles of this
Agreement may be taxed in the Contracting State where the income arises”.** This differs from
the OECD Model, which makes such income taxable only in the State of residence. Income that
falls under no other Article, such as penalties that are not interest, prize money, or income from
certain contracts that cannot be classified, therefore remains subject to Thai tax under Section
70 or Section 50 without treaty relief. The result is that, under the Thailand-China Agreement,
classifying the income under Article 7 is the only way to take it outside Thailand’s taxing right,

and the burden of proving that the income is business profits rests on the payer.

Elimination of double taxation under Article 23 and tax sparing for
investment-promotion incentives

Article 23 of the Thailand-China Agreement uses the credit method on both sides. Article 23(2)
requires Thailand to credit Chinese tax paid on income derived from China up to the Thai tax
attributable to that income, and Article 23(3) requires China to credit Thai tax in the same way,
with an indirect credit for dividends from a Thai company in which the Chinese company holds at
least 10% of the shares. Both paragraphs treat tax exempted or reduced by the other side under

its economic-promotion laws as tax paid.

Article 23(2) provides: “In the case of Thailand, Chinese tax payable in respect of income derived
from China shall be allowed as a credit against Thai tax payable in respect of that income. The

credit shall not, however, exceed that part of the thai tax, as computed before the credit is given,
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which is appropriate to such item of income”, and continues that “the term Chinese tax payable
shall be deemed to include the amount of Chinese tax which would have been paid if the
Chinese tax had not been exempted or reduced in accordance with the special incentive laws
designed to promote economic development in China”.? Article 23(3) requires China to treat
Thai tax in the same way and adds that, where the income is a dividend paid by a Thai company
to a Chinese company “which owns not less than 10 per cent of the shares of the company
paying the dividend, the credit shall take into account Thai tax payable by that company in
respect of its income out of which the dividend is paid”.® The final words of each paragraph are
the tax sparing credit, which requires the State of residence to accept that the investor has paid

tax in the source State even though that tax was in fact exempted to promote investment.

For Chinese investors in Thailand, the tax sparing credit matters directly to companies that hold
a Board of Investment promotion certificate and are exempt from corporate income tax under
the Investment Promotion Act B.E. 2520 (1977) (Wsg351vUtyelAdaiasunisadmu w.a. 2520).

When the Thai subsidiary pays dividends back to China, a Chinese parent holding at least 10%
may credit the Thai tax that the subsidiary “would have been paid” against its Chinese tax, so
that the incentive granted by Thailand is not clawed back by Chinese tax. The same result
applies to Thai investors in China who receive tax reductions under China’s incentive laws. The
closing words of Article 23(1) apply the elimination of double taxation under the following
paragraphs only where “income is subject to tax in both Contracting States”. Income that
Thailand cannot tax under Article 7 therefore raises no credit question, and the Chinese resident

pays full Chinese tax on it.

A Thai taxpayer claims the credit under Article 23(2) through Section 3 of Royal Decree (No. 18)
B.E. 2505, which grants exemption under the Agreement,® and must hold evidence of Chinese
tax paid, namely a tax payment certificate issued by the Chinese tax office, and, when claiming a
tax sparing credit, evidence of the exemption or reduction under the incentive law. The credit
limit is computed item by item, not in aggregate. Chinese tax that exceeds the Thai tax
attributable to a given item of income therefore cannot be credited against other items and
cannot be carried forward, which follows from the words “appropriate to such item of income” in

Article 23(2).
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Supreme Court case law applied to the Thailand-China Agreement

A search of the Supreme Court judgment system for “People’s Republic of China” together with
“double taxation” returns only Supreme Court Judgment No. 1971/2537 (1994), which concerns
a representative under Section 76 bis. No Supreme Court judgment interpreting the Thailand-
China Agreement directly has yet been found. The applicable principles therefore come from
judgments under other treaties with identical wording, namely Nos. 813/2565, 3867/2531,
124/2540, 3935/2548 and 6489/2534.

The author searched the Supreme Court judgment search system on 25 October 2026 using the
terms “convention People’s Republic of China double taxation” and obtained one result,
Supreme Court Judgment No. 1971/2537, while the searches “China avoidance of double
taxation” and “double tax convention China royalties” returned no results.*> No Supreme Court
judgment deciding the wording of the Thailand-China Agreement directly has therefore yet
appeared. This does not mean there are no disputes; it means that most disputes are settled at
the level of the Board of Appeals or the Central Tax Court. The principles that the Supreme Court
has laid down under other treaties using the same wording are therefore the guidance that

assessment officers and the courts will apply.

The usable judgments fall into five groups. The first concerns the line between royalties and
service fees: Supreme Court Judgment No. 813/2565, which puts the substance of the contract
above its name and establishes the payer’s joint liability under Section 54 with a surcharge
under Section 27,%°'> and Supreme Court Judgment No. 3867/2531, which treats consideration
for sending experts to transfer technical know-how as a royalty.? The second concerns the scope
of a permanent establishment: Supreme Court Judgment No. 124/2540, which confines a
construction-project permanent establishment to the business under the contract for work.?
The third concerns representatives under Section 76 bis: Supreme Court Judgment No.
1971/2537, which treats a distributor bearing its own risk as carrying on its own business.?* The
fourth concerns the profit remittance tax: Supreme Court Judgment No. 3935/2548." The fifth
concerns branches and Section 66: Supreme Court Judgment No. 6489/2534, and Supreme

Court Judgment No. 7323/2560 on the burden of proving head office allocations.*®?
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The common lesson of all five groups is that the Supreme Court reads a treaty by the substance
of the transaction and the facts of who did what in Thailand, not by the name of the contract or
the words the parties chose. When a Thai payer decides not to withhold in reliance on the
Agreement, the burden of proving every fact, from the recipient’s residence and beneficial
ownership, to the number of days the recipient’s employees spent in Thailand, to the nature of
what the recipient delivered, rests entirely on the payer, because the payer is the person the
Revenue Department can collect from in Thailand under Section 54 while the recipient is in

China.

Claiming treaty benefits in practice and the MLI principal purpose
test

A Thai payer that applies a Thailand-China treaty rate must hold the recipient’s tax residence
certificate from the Chinese tax office and evidence that the recipient is the beneficial owner
under Articles 10 to 12, and must file form P.N.D. 54 (0.9.¢7.54) within seven days from the end of
the month under Section 70. A Thai taxpayer receiving payments from China must satisfy the

beneficial ownership criteria in China’s Announcement No. 9 of 2018.

On the Thai side, the Agreement prescribes no formal procedure for claiming benefits, so a payer
may apply the treaty rate itself on form P.N.D. 54, filed within seven days from the end of the
month of payment under Section 70,” but must be ready to produce evidence on audit. The
minimum evidence is the recipient’s tax residence certificate for the year of payment (on the
Thai side, the Certificate of Residence for tax purposes, form R.0. 22 (Thai)), the contract and
documents showing the nature of the income, a record of the days the recipient’s personnel
spent in Thailand when relying on Article 5(2)(j) or Article 15(2), and, when relying on Articles 10
to 12, evidence that the recipient is the beneficial owner and not an intermediary company
obliged to pass the money on. A Chinese recipient from whom tax was withheld above the treaty
rate may file a refund claim with the Revenue Department, supported by evidence of residence

and of the nature of the income, and Article 25(1) allows a person who considers that taxation is
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not in accordance with the Agreement to present the case to the competent authority of the
State of residence within three years from the first notification of the action, to start the mutual

agreement procedure.*

On the Chinese side, a Thai resident receiving dividends, interest or royalties from China gains
nothing from the treaty caps, because China’s domestic rate of 10% is already lower. For service
fees under Article 7, however, and for gains on the transfer of property under Article 13 that fall
outside paragraph 4, treaty benefits matter, and the recipient must satisfy the beneficial
ownership criteria set by the State Taxation Administration in Announcement No. 9 of 2018. The
Announcement defines a beneficial owner as a person who has ownership and control over the
income or the right or property giving rise to it, and lists negative factors, such as an obligation
to pay more than 50% of the income to residents of a third country within twelve months, or the
absence of substantive business activities.”” A Thai company receiving payments from China
through a structure that includes a holding company in a third country should therefore prepare

an explanation of the functions and risks that each tier actually assumes.

The final layer, which has overlain every Article since 2023, is the principal purpose test (PPT)
under Article 7(1) of the MLI, which both Thailand and China chose to meet the minimum
standard.'! It denies a treaty benefit where obtaining that benefit was one of the principal
purposes of an arrangement or transaction, unless granting the benefit would be in accordance
with the object and purpose of the relevant provisions. A clear example is setting up a finance
company in China to lend to a Thai company in place of a parent located in a country that has
no agreement with Thailand, in order to use the 10% financial-institution rate under Article
11(2), where the finance company borrows back-to-back from the parent on the same terms.

Such a structure is exposed to both the beneficial ownership test and the PPT at the same time.
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Comparative law: China’s Enterprise Income Tax Law and beneficial
ownership in the Canadian courts and the Court of Justice of the
European Union

Article 58 of China’s Enterprise Income Tax Law gives tax agreements precedence over domestic
law, and Article 37 makes the payer the withholding agent. The Federal Court of Appeal of
Canada in Prévost Car (2009) and the Court of Justice of the European Union in N Luxembourg 1
(2019) define the beneficial owner as the person who enjoys the economic benefit of the income

and is free to decide its use, the same principle that applies under Articles 10 to 12.

The first system is the Enterprise Income Tax Law of the People’s Republic of China, adopted by
the National People’s Congress on 16 March 2007 and last amended on 29 December 2018.
Article 3, paragraph three, taxes a non-resident enterprise that has no establishment in China, or
whose income is not connected with its establishment there, on income sourced in China. Article
4, paragraph two, sets a rate of 20%, but Article 27(5) allows reduction or exemption, and Article
91 of the Implementation Regulations reduces the rate to 10%. Article 37 provides “SfIEER
AVERIGATE 6 = 558 = XA I TS N SEM B FTAS B, SRATIRSRIAGE . AT A RIS L5
A7, that is, tax is withheld at source with the payer as the withholding agent, and Article 58
provides “AfE A RILFNEBAFEIINEBAF T KB XBWHTTE SAEZBREMER |, kiR
ERFLE SR, that is, where a tax agreement concluded by the Chinese Government with a
foreign government differs from this Law, the agreement is applied.“®3%! The Chinese structure is
therefore the same as Thailand’s in substance: Article 37 does the work of Section 70, and
Article 58 does the work of Royal Decree (No. 18), except that China writes the rule into the
parent statute itself while Thailand relies on a royal decree. China’s State Taxation
Administration has also issued Announcement No. 9 of 2018, which sets written beneficial
ownership criteria and treats companies listed on a stock exchange of the treaty partner, the
treaty partner’s government, individuals, and companies wholly owned by such persons as
beneficial owners of dividends without analysis of the negative factors.*” Thailand has no
announcement of this kind, so the criteria rest on the discretion of assessment officers and the

courts.
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The second system is Canada. In Her Majesty the Queen v. Prévost Car Inc., 2009 FCA 57, the
Federal Court of Appeal of Canada on 26 February 2009 dismissed the Crown’s appeal. A
Canadian company had paid dividends to a Dutch holding company whose shareholders were
Swedish and British companies, and the Crown argued that the Dutch company was a mere
conduit. The Court endorsed the Tax Court’s definition of the beneficial owner of dividends as
“the person who receives the dividends for his or her own use and enjoyment and assumes the
risk and control of the dividend he or she received”, and held that the corporate entity would
not be disregarded “unless the corporation is a conduit for another person”. Because the
holding company had no legal obligation to pass the dividends on, it was the beneficial owner
and obtained the 5% rate under the Canada-Netherlands convention.”” The third system is the
European Union. In N Luxembourg 1 and joined cases (C-115/16, C-118/16, C-119/16 and
C-299/16), the Grand Chamber of the Court of Justice of the European Union held on 26
February 2019 that the exemption of interest under Directive 2003/49 is restricted to beneficial
owners, “that is to say, the entities which actually benefit from that interest economically and
accordingly have the power freely to determine the use to which it is put”, and that the general
principle of EU law prohibiting fraudulent or abusive practices allows national authorities and
courts to refuse the exemption “even if there are no domestic or agreement-based provisions
providing for such a refusal”. Indications of abuse include “the existence of conduit companies
which are without economic justification and the purely formal nature of the structure of the

group of companies, the financial arrangements and the loans”.>°

These two judgments set principles at opposite poles. Prévost Car sides with the taxpayer where
the intermediary company has no obligation to pass the money on, while N Luxembourg 1
allows the State to deny benefits even without a domestic anti-avoidance rule and looks at the
substance of the whole group’s financial arrangements. China’s Announcement No. 9 of 2018
sits in between: it calls for a factual analysis but sets clear safe harbours. The conclusion for Thai
readers is that the term “beneficial owner” in Articles 10 to 12 of the Thailand-China Agreement
will be read in line with this international approach, and from 2023 the MLI’s PPT performs the
role of the abuse-of-rights principle in the European Court’s case law. The Thai Revenue

Department therefore has a legal basis to deny treaty rates to conduit structures without waiting
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for further domestic legislation, and a Thai payer should treat evidence of beneficial ownership
as a supporting document for every payment on which it applies the 10% rate for Chinese

financial institutions.

Articles 23 and 10 to 12 of the Thailand-China Agreement through
law and economics, legal philosophy and other disciplines

From a law and economics perspective, the tax sparing credit in Article 23 of the Thailand-China
Agreement preserves the incentive effect of benefits under the Investment Promotion Act B.E.
2520 (1977) by preventing the residence State’s tax from clawing them back. The caps of 15%
and 20% in Articles 10 to 12, which exceed domestic law, reflect an allocation of taxing rights to
the source State, and empirical work finds the effect of treaties on direct investment to be less

clear than is commonly believed.

The first economic function of a double tax treaty is to reduce transaction costs arising from
uncertainty about which State will tax, and to reduce double taxation that pushes the net return
on cross-border investment below that on domestic investment. The Thailand-China Agreement
is an interesting case because the caps in Articles 10 and 12 no longer reduce tax in practice.
The Agreement’s function has therefore shifted to three areas: the exemption of business profits
under Article 7, which removes the gross-basis tax on service fees; the reduced rate for interest
paid to financial institutions under Article 11, which lowers the cost of project finance; and the
tax sparing credit under Article 23. Bruce A. Blonigen and Ronald B. Davies studied the effect of
bilateral tax treaties on United States direct investment using data from 1980 to 1999 and
concluded that “we find little evidence that bilateral tax treaties increase FDI activity”.>! This
finding is consistent with the position under the Thailand-China Agreement, where the treaty
rates are not lower than domestic law: the benefit investors actually obtain lies in the certainty

of the rules, not in the tax rate.

The tax sparing credit in Article 23(2) and (3) is a tool that capital-importing countries seek.
Where the source State exempts a foreign investor from tax but the investor’s residence State
uses the credit method and taxes the difference, the incentive granted by the source State

becomes a transfer of tax revenue from the capital-importing country’s treasury to the investor
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country’s treasury, with no added incentive for the investor. James R. Hines, Jr. studied this
empirically by comparing Japanese investors, who receive tax sparing credits under Japan’s
treaties, with United States investors, who do not, and found that “Japanese firms are subject to
23% lower tax rates than are their American counterparts in countries with whom Japan has
agreements”, which means that tax sparing makes the capital-importing country’s incentives
effective in reducing the investor’s tax burden.>” For Thailand, Article 23(3) is therefore the legal
reason why a Board of Investment promotion certificate retains its full value for a Chinese parent
company, and it is a point worth raising when negotiating investment structures with Chinese

counterparties accustomed to systems in which the residence State taxes the difference.

From the standpoint of legal philosophy, the Thailand-China Agreement raises the question of
the legitimacy of source-based taxation. Article 13(4) and Article 22, which allow the source
State to tax every kind of gain and other income arising there, rest on the principle that the State
whose economy gives rise to the income has the first claim to a share (source entitlement),
whereas the OECD Model rests on the principle that the State to which the taxpayer belongs has
a claim over that person’s worldwide income (residence entitlement). The 1986 Agreement
clearly chose the source side, and that choice remains in the text even though both countries
have since become capital exporters. As a result, Thai companies investing in China and Chinese
companies investing in Thailand both face rules that give the host country broad taxing rights.
The author considers this a fair balance between two countries with capital flowing in both
directions, but it creates higher compliance costs than later-generation agreements that assign

capital gains to the State of residence.

The interdisciplinary evidence that explains the weight of this Agreement is international
investment data. The Office of the Board of Investment reports that in 2025 (B.E. 2568) foreign
applications for investment promotion were worth 1,359,925 million baht, with China ranked
third by value at 172,114 million baht but first by number of projects, at 982 projects, ahead of
Singapore at 457 projects and Japan at 311 projects.>® These figures show a distinctive feature of
Chinese capital in Thailand: a large number of projects with a smaller average size than
Singaporean and Hong Kong capital. From a tax-risk management perspective, this means that
many businesses must make their own decisions on permanent establishment, royalties and

profit repatriation without a large tax department. And because a share of Chinese capital flows
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through Singapore and Hong Kong, which occupy the first two places, the question of which
agreement the recipient of dividends and royalties is the beneficial owner under becomes a

routine question in every structure rather than an exception.

The conclusion for Thai readers is that the Thailand-China Agreement is not a tax-reduction tool
but a tool for allocating taxing rights and preserving the incentive effect of investment-
promotion benefits. Effective planning therefore lies in four points: classify service fees and
royalties correctly from the contract drafting stage; control the number of days Chinese
personnel spend in Thailand so that the 183-day threshold is not crossed inadvertently; use
loans from Chinese financial institutions instead of loans from the parent company where tax
cost is a factor; and structure the shareholding so that the Chinese parent holds at least 10%

directly in order to use the indirect credit and tax sparing credit under Article 23(3).

Frequently asked questions about the Thailand-China double tax
treaty

The answers below are based on the text of the Thailand-China Agreement signed on 27 October
1986, Sections 41, 50, 70 and 70 bis of the Revenue Code, and China’s Enterprise Income Tax
Law. Each answer also states the exceptions that the text provides, so that payers and recipients

can check their own conditions before consulting the firm.

Must a Thai company withhold 15% under Section 70 on service fees paid to a Chinese

company that works from China?

No, where the Chinese company has no permanent establishment in Thailand under Article 5,
because the service fees are business profits under Article 7(1) of the Thailand-China Agreement,
taxable only in China, and Section 3 of Royal Decree (No. 18) B.E. 2505 exempts the tax under
Section 70. The exceptions are (1) where the services are performed in Thailand through
employees for more than 183 days in aggregate within any twelve-month period under Article

5(2)(j), and (2) where the consideration is in substance a royalty under Article 12, such as a fee for
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transferring technical know-how or for information concerning industrial experience, which the
Supreme Court decides by substance rather than by the name of the contract in Supreme Court

Judgments Nos. 813/2565 and 3867/2531. In those cases 15% must be withheld.

At what rate are dividends paid by a Thai company to its parent in China taxed?

At 10% under Section 70 read with item (2)(c) of the income tax rate schedule, because the cap
under Article 10(2) of the Agreement is 15% for a company directly holding at least 25% and
20% in other cases, which is higher than Thai law. The 10% rate therefore comes from domestic
law and requires no residence certificate. A Chinese parent holding at least 10% may credit the
Thai tax, both the withholding tax and the subsidiary’s corporate income tax, including tax

exempted under an investment promotion certificate, against its Chinese tax under Article 23(3).

How does withholding differ between interest on a loan from a Chinese bank and from a

Chinese parent company?

Interest paid to a Chinese bank or insurance company that is the beneficial owner bears
withholding of not more than 10% under Article 11(2), reduced from 15% under Section 70.
Interest paid to a parent or affiliate that is not a financial institution has no cap in the
Agreement, so the full 15% is withheld. The exceptions are interest paid to the Government of
China, the People’s Bank of China, the Bank of China in its central-bank functions, the State
Development Bank, the China Import and Export Bank, the Agriculture Development Bank of
China and financial institutions wholly owned by the Government as agreed, which is exempt
under Article 11(3), and the part of the interest that exceeds what independent parties would

have agreed, which does not benefit from the cap under Article 11(7).

Are rentals for machinery from China royalties or service fees?

They are royalties, because Article 12(3) of the Thailand-China Agreement defines royalties to
include consideration “for the use of, or the right to use, industrial, commercial, or scientific
equipment”. Thailand may therefore withhold up to 15% under Article 12(2), the same as the
Section 70 rate, so the Agreement does not reduce the tax on equipment rentals paid to China
at all, unlike the Thailand-Singapore Agreement, under which equipment rentals bear 8%. The

exception is where the equipment is effectively connected with a permanent establishment of
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the lessor in Thailand, in which case the rentals are business profits of the permanent
establishment under Article 12(4) read with Article 7, taxable under Section 66, and the payer
does not withhold under Section 70, following Supreme Court Judgment No. 6489/2534.

Is a Chinese employee sent by the parent company to work in Thailand for less than 183 days

liable to Thai tax?

No, if all three conditions of Article 15(2) are met together: presence in Thailand for not more
than 183 days in aggregate within any twelve-month period, an employer paying the

remuneration that is not a Thai resident, and remuneration not borne by a permanent
establishment or fixed base of the employer in Thailand. If any one condition is missing,
Thailand may tax from the first day under Article 15(1) and Section 41, paragraph one, which
taxes income from employment exercised in Thailand whether paid in or outside Thailand.
Remuneration recharged to a Thai subsidiary or recorded as an expense of a project that is a
permanent establishment therefore does not qualify for the exemption, and the test of 183 days
within twelve months differs from the test of 180 days per tax year in Section 41, paragraph

three.

Is a Chinese company that sells shares in a Thai company liable to Thai tax?

Yes, because Article 13(4) of the Thailand-China Agreement allows gains from the alienation of
property other than immovable property, property of a permanent establishment, and ships or
aircraft to be taxed in the State where the gains arise. Gains on shares in a Thai company are
income under Section 40(4)(g) to the extent they exceed the investment cost, and the buyer
must withhold 15% of the gain under Section 70 where the seller is a company, or under Section
50(2)(a) where the seller is an individual not resident in Thailand. This differs from the Thailand-
Singapore Agreement, which assigns gains on shares to the State of residence of the alienator.
The exception is where the seller makes no gain because it sells at or below cost, in which case

there is no income under Section 40(4)(g) from which to withhold.
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How does the MLI change the Thailand-China Agreement and when does it take effect?

The MLI entered into force for Thailand on 1 July 2022 and for China on 1 September 2022.
Under Article 35(1) of the MLI, the provisions on which both sides’ choices match therefore have
effect for taxes withheld at source on events occurring on or after 1 January 2023, and for other
taxes for taxable periods beginning after six months from the later entry into force. What
certainly changes are the two minimum standards: the preamble text stating that the agreement
is not intended to create opportunities for non-taxation or reduced taxation through tax evasion
or avoidance, and the principal purpose test (PPT), which both Thailand and China chose. Other
optional provisions depend on each side’s reservations and notifications, which must be checked
in the OECD MLI database because the Revenue Department has not yet published a synthesized
text for China.

The information in this article is general legal information based on the texts and judgments
checked as at the date of update, not a legal opinion on any specific case. Applying a treaty rate
to any particular payment depends on the contract, the recipient’s residence and the facts
concerning personnel in Thailand. The firm provides double tax treaty advisory services and
permanent establishment risk analysis for payments to China and investment from China. This

page is a translation for information. The Thai text prevails.

Notes

Revenue Department, list of conventions for the avoidance of double taxation, row “China”: document type
Convention (DTA); signed 27 October 1986 (B.E. 2529); entered into force 29 December 1986; status in force; modified
by the MLI “Yes”; MLI entered into force 1 July 2022 (B.E. 2565); file china th dta.pdf (rd.go.th/765.html, checked 25
October 2026)

Agreement between the Government of the Kingdom of Thailand and the Government of the People’s Republic of
China for the Avoidance of Double Taxation and the Prevention of Fiscal Evasion with respect to Taxes on Income
(signed 27 October 1986), English text, closing words of the Agreement: "DONE in duplicate at Bangkok on this 27th
day of October, one thousand nine hundred and eighty-six Year of the Christian Era, each in the Thai, Chinese and
English languages, all texts being equally authoritative, except in the case of doubt when the English text shall
prevail." (Revenue Department, rd.go.th/english/2522.html, checked 25 October 2026)

Agreement between the Government of the Kingdom of Thailand and the Government of the People’s Republic of
China for the Avoidance of Double Taxation and the Prevention of Fiscal Evasion with respect to Taxes on Income
(signed 27 October 1986), English text, note at the end of Article 2, paragraph 3, Article 3, paragraph 1, and Article 11,

paragraph 3: "(As amended by the negotiations on the amendment of the Agreement between Thailand and the
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People's Republic of China, entered into force an 25 May 2000)" (spelling as in the original on the website) (Revenue
Department, rd.go.th/english/2527.html, checked 25 October 2026) and (Revenue Department, rd.go.th/english/
2525.html, checked 25 October 2026)

Agreement between the Government of the Kingdom of Thailand and the Government of the People’s Republic of
China for the Avoidance of Double Taxation and the Prevention of Fiscal Evasion with respect to Taxes on Income
(signed 27 October 1986), English text, Article 28: "1. This Agreement shall enter into force on the thirtieth day after
the date on which diplomatic notes indicating the completion of internal legal procedures necessary in each country
for the entry into force of this Agreement have been exchanged. 2. This Agreement shall have effect: (a) in respect of
taxes withheld at the source, on amounts paid or remitted on or after the first day of January next following that in
which the exchange of diplomatic notes takes place; (b) in respect of other taxes on income, for taxable years or
accounting periods beginning on or after the first day of January next following that in which the exchange of
diplomatic notes takes place." (Revenue Department, rd.go.th/english/2522.html, checked 25 October 2026)

Revenue Department, introductory page to the Thailand-China Agreement (intro: china, p.r.), which states that the
Agreement was signed on 27 October 1986, that the two sides exchanged notes on the completion of their internal
procedures on 29 November 1986, and that under Article 28 the Agreement applies in Thailand to withholding tax on
amounts paid from 1 January 1987 and to other income taxes for tax years or accounting periods beginning on or
after 1 January 1987 (rd.go.th/english/2528.html, checked 25 October 2026)

Royal Decree Issued under the Revenue Code Governing Tax Exemptions (No. 18) B.E. 2505 (1962), Section 3, which
exempts persons under agreements for the avoidance of double taxation that the Thai Government has made or will
make with foreign governments from taxes under the Revenue Code (Revenue Department, rd.go.th/2374.html,
checked 29 September 2026, as cited in this site’s article “What is a double tax treaty”, and Supreme Court Judgment
No. 7323/2560, for which the system lists this section as a relevant provision) Thai original: Wixswﬂqwﬁm RRIAIZNY
anululszanaduginsidhemssnfusuning @Uuil 18) wa. 2505 1ee 3 WenfunmBernsamulszaaiugnsun
yARa 11 dyay1 116ae 3 Bu ns dunis deu 7l Sguna lne 16 vin 13 vide a2 16 vih fu Ssuna sieussna (nsuasswins
rd.go.th/2374.htrnl, 9579 29 fueneu 2569 muitdreluunany audyanBdeufoosls vauiuluddl uasmfinnun
mazjmﬁ 7323/2560 %‘I’nsz‘uuszummwﬁﬂuwagwmaﬁLﬁaa‘ﬁaa)

Supreme Court Judgment No. 3935/2548 (2005); provisions listed by the system: Revenue Code, Sections 3(2), 50, 54
and 70 bis; summary (unofficial translation): "Under the convention between Thailand and Japan, the laws in force in
either Contracting State shall continue to govern the taxation of income in each Contracting State, except where the
provisions of the convention provide otherwise" and "an employee, representative or go-between carrying on business
in Thailand falls within the scope of liability to pay income tax on the disposal of profits, or any other money set aside
out of profits or deemed to be profits, out of Thailand, if the conditions prescribed by Section 70 bis of the Revenue
Code are met" (Supreme Court judgment search system, deka.supremecourt.or.th, checked as per the firm’s register of
verified texts) Thai original: ﬁwﬁwmmmaﬁmﬁ 3935/2548 lJ'lG]S'l‘ﬁS%UUiSQ U.5u2n5 1051 3 (2) 50 54 70 3 Aty
g0 "nuoydya ssviaUssmalne fulssmaduuszy it ngrineilissiuegluSsdvdynn srdasgle asdnald
teulunsiiumensaniduldlusgdvhdayauias 5y Suuilunsdiiunveseydyan g fmualfduededu uas
"fillugning videdvinnsunu videgvinnsaaselunsusgneufsmslutssmalneeglureuthed finthiifeadsn @ty
IFnmssmheiuiils vieduussanaulaiifulinndls weideldindutumlsoonluanusamalne e mn
w1 Feuly sudt U Funing wmsn 70 3 dwua 13" (5pu Audu Aininen anafinn deka.supremecourtor.th, 7539
23 aneu 2569 Az Ssusuniituguudn)
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Agreement between the Government of the Kingdom of Thailand and the Government of the People’s Republic of
China for the Avoidance of Double Taxation and the Prevention of Fiscal Evasion with respect to Taxes on Income
(signed 27 October 1986), English text, Article 23, paragraph 1: "The laws in force in either of the Contracting States
shall continue to govern the taxation of income in the respective Contracting States except where express provisions
to the contrary are made in this Agreement. Where income is subject to tax in both Contracting States, relief from
double taxation shall be given in accordance with the following paragraphs of this Article."; paragraph 2: "In the case
of Thailand, Chinese tax payable in respect of income derived from China shall be allowed as a credit against Thai tax
payable in respect of that income. The credit shall not, however, exceed that part of the thai tax, as computed before
the credit is given, which is appropriate to such item of income. For the purpose of this paragraph, the term Chinese
tax payable shall be deemed to include the amount of Chinese tax which would have been paid if the Chinese tax had
not been exempted or reduced in accordance with the special incentive laws designed to promote economic
development in China, effective on the date of signature of this Agreement, or which may be introduced hereafter in
modification of, or in addition to, the existing laws."; paragraph 3: "In the case of China, Thai tax payable in respect of
income derived from Thailand shall be allowed as a credit against Chinese tax payable in respect of that income.
Where such income is a dividend paid by a company which is a resident of Thailand to a company which is a resident
of China and which owns not less than 10 per cent of the shares of the company paying the dividend, the credit shall
take into account Thai tax payable by that company in respect of its income out of which the dividend is paid. The
credit shall not, however, exceed that part of the Chinese tax, as computed before the credit is given, which is
appropriate to such item of income. For the purpose of this paragraph, the term Thai tax payable shall be deemed to
include the amount of Thai tax which would have been paid if the Thai tax had not been exempted or reduced in
accordance with the special incentive laws designed to promote economic development in Thailand, effective on the
date of signature of this Agreement, or which may be introduced hereafter in modification of, or in addition to, the
existing laws." (spelling as in the original on the website) (Revenue Department, rd.go.th/english/2523.html, checked
25 October 2026)

OECD, Signatories and Parties to the Multilateral Convention to Implement Tax Treaty Related Measures to Prevent
Base Erosion and Profit Shifting (status as of 11 December 2025): row China (People's Republic of), signed
07-06-2017, instrument deposited 25-05-2022, entry into force 01-09-2022, row Thailand, signed 09-02-2022,
instrument deposited 31-03-2022, entry into force 01-07-2022 (oecd.org/tax/beps/beps-mli-signatories-and-
parties.pdf, checked 25 October 2026)

Multilateral Convention to Implement Tax Treaty Related Measures to Prevent Base Erosion and Profit Shifting, Article
35, paragraph 1, gives the Convention effect in each Contracting Jurisdiction with respect to a Covered Tax Agreement
(a) for taxes withheld at source, where the event giving rise to such taxes occurs on or after the first day of the next
calendar year that begins on or after the latest of the dates on which the Convention enters into force for each of the
Contracting Jurisdictions, and (b) for all other taxes, for taxable periods beginning on or after the expiration of a period
of six calendar months from the latest of those dates, unless a Contracting Jurisdiction has chosen or reserved
otherwise under paragraphs 2 to 7 (summary of the text of the Convention published by the OECD, oecd.org, checked
25 October 2026)

OECD, Prevention of Tax Treaty Abuse, Sixth Peer Review Report on Treaty Shopping (2024), section China (People's
Republic of): "China signed the MLI in 2017 and deposited its instrument of ratification on 25 May 2022" "The MLI
entered into force for China on 1 September 2022." Table of China’s agreements, row Thailand: "Yes" "MLI"
"PPT" (oecd.org/en/publications/prevention-of-tax-treaty-abuse-sixth-peer-review-report-on-treaty-
shopping_36cebf8e-en, checked 25 October 2026)
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Agreement between the Government of the Kingdom of Thailand and the Government of the People’s Republic of
China for the Avoidance of Double Taxation and the Prevention of Fiscal Evasion with respect to Taxes on Income
(signed 27 October 1986), English text, Article 2, paragraph 3: "The existing taxes to which the Agreement shall apply
are: a) in the case of Thailand; (i) the income tax; and (ii) the petroleum income tax; (hereinafter referred to as Thai
tax) (b) in the case of China; (i) the individual income tax; (i) the income tax for enterprises with foreign investment
and foreign enterprises; and (iii) the local income tax. (hereinafter referred to as Chinese tax)"; paragraph 4: "The
Agreement shall also apply to any identical or substantially similar taxes on income which are imposed after the date
of signature of this Agreement in addition to, or in place of, the existing taxes. The competent authorities of the
Contracting States shall notify each other of important changes which have been made in their respective taxation
laws." (Revenue Department, rd.go.th/english/2527.html, checked 25 October 2026)

Agreement between the Government of the Kingdom of Thailand and the Government of the People’s Republic of
China for the Avoidance of Double Taxation and the Prevention of Fiscal Evasion with respect to Taxes on Income
(signed 27 October 1986), English text, Article 4, paragraph 1: "For the purposes of this Agreement, the term resident
of a Contracting State means any person who, under the laws of that Contracting State, is liable to tax therein by
reason of his domicile, residence, head office, place of incorporation or any other criterion of a similar nature.”;
paragraph 2: (a)-(d) tie-breaker tests for individuals, in order: permanent home, centre of vital interests, habitual
abode, national, mutual agreement; paragraph 3: "Where by reason of the provisions of paragraph 1 a person other
than an individual is a resident of both Contracting States, then the competent authorities of the Contracting States
shall determine that the person is a resident of a Contracting State for the purposes of this Agreement by mutual
agreement." (Revenue Department, rd.go.th/english/2527.html, checked 25 October 2026)

Revenue Code, Section 41 (unofficial translation): "A person deriving assessable income under Section 40 in the
preceding tax year from an employment or business carried on in Thailand, or from the business of an employer in
Thailand, or from property situated in Thailand, shall pay tax under the provisions of this Part, whether such income is
paid in or outside Thailand. A resident of Thailand deriving assessable income under Section 40 in the preceding tax
year from an employment or business carried on abroad, or from property situated abroad, shall pay income tax under
the provisions of this Part when the assessable income is brought into Thailand. A person who stays in Thailand for a
period or periods aggregating one hundred and eighty days in any tax year shall be deemed a resident of
Thailand." (Revenue Department, rd.go.th/5937.html, checked 23 October 2026 as per the firm’s register of verified
texts) Thai original: Uszinasuging wmsn 41 "HiduldReUssiiunuinns 40 luladiaanudiieminwhinu
vioRansiivilulssnalne vieilesanfansvennsinluvsamdlng vieilosinnindauiogluvszmalne doq
domBmuuntyailuduidlihisuldduasdelundeuenusana degluvssmalne fiuldfUssdunumam 40
Tudadfidnudiidonnwihinurdefanisiivhlussszne wiedesmnningauiioglusassma doadons
Suldmuuniyeiluduiidoiuldfassduiudunluusemdlne dlaeylusanalnedissosnamistonas
s3Y T3 1907 Tiavnn B9 vikdos wUnAy Yulu T a8 Ula Tidiodh ¢ duidu o luvssmalne’ (hsuasswing dgoth/
5937.html, 9577 23 AAnAN 2569 munsdeusuniiuduud)

Supreme Court Judgment No. 813/2565 (2022) (unofficial translation): "If the plaintiff did not withhold the tax and
did not remit to the defendant the tax it was obliged to withhold within the time prescribed by law, the plaintiff, as the
payer, is jointly liable with RIM Canada or RIM Singapore, the income eamer, for the tax payable in the amount of the
tax not withheld and not remitted, under Section 54, paragraph one, and must also pay a surcharge of 1.5% per
month or fraction of a month on the tax payable or remittable, excluding penalties, under Section 27" (Supreme Court
judgment search system, deka.supremecourt.or.th, checked as per the firm’s register of verified texts) Thai original: A1
AN Aainif 813/2565 "mintand luilévin n uagld 1 1h Gum S audivih i feasinthdsua suas melutian i
nnynerinun Tanddudugetudessuinsiusu RIM Canada vi3a RIM Singapore iiduldlun1siden@fidesdise
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Agreement between the Government of the Kingdom of Thailand and the Government of the People’s Republic of
China for the Avoidance of Double Taxation and the Prevention of Fiscal Evasion with respect to Taxes on Income
(signed 27 October 1986), English text, Article 5, paragraph 1: "For the purposes of this Agreement, the term
permanent establishment means a fixed place of business through which the business of an enterprise is wholly or
partly carried on."; paragraph 2: "The term permanent establishment includes especially: (a) a place of management;
(b) a branch; (c) an office; (d) a factory; (e) a workshop; (f) a farm or plantation; (g) a mine, an oil or gas well, a quarry
or any other place of extraction of natural resources; (h) a building site, a construction, installation or assembly
project or supervisory activities in connection therewith, where such site, project or activity continues for a period of
more than 6 months; (i) a warehouse, in relation to a person providing storage facilities for others; (j) the furnishing of
services, including consultancy services, by a resident of one of the Contracting States through employees or other
personnel, provided activities of that nature continue (for the same or a connected project) within the other
Contracting State for a period or periods aggregating more than 183 days within any twelve-month period." (Revenue
Department, rd.go.th/english/2527.html, checked 25 October 2026)

Agreement between the Government of the Kingdom of Thailand and the Government of the People’s Republic of
China for the Avoidance of Double Taxation and the Prevention of Fiscal Evasion with respect to Taxes on Income
(signed 27 October 1986), English text, Article 5, paragraph 3: "Notwithstanding the preceding provisions of this
Article, the term permanent establishment shall be deemed not to include: (a) the use of facilities solely for the
purpose of storage or display of goods or merchandise belonging to the enterprise; (b) the maintenance off a stock of
goods or merchandise belonging to the enterprise solely for the purpose of storageor display; (c) the maintenance of a
stock of goods or merchandise belonging to the enterprise solely for the purpose of processing by another enterprise;
(d) the maintenance of a fixed place of business solely for the purpose of purchasing goods or merchandise or of
collecting information, for the enterprise; (e) the maintenance of a fixed place of business solely for the purpose of
advertising, for the supply of information, for scientific research, or for similar activities which have a preparatory or
auxiliary character, for the enterprise." (spelling as in the original on the website); paragraph 4: "A person (other than a
broker, general commission agent or any other agent of an independent status to whom paragraph 5 applies) acting
in a Contracting State on behalf of an enterprise of the other Contracting State shall be deemed to be a permanent
establishment in the first-mentioned Contracting State, if: (a) he has, and habitually exercises in the first-mentioned
Contracting State, an authority to conclude contracts on behalf of the enterprise, unless his activities are limited to
those mentioned in paragraph 3 ...; or (b) he maintains in the first-mentioned Contracting State a stock of goods or
merchandise belonging to the enterprise from which he regularly fills orders or make deliveries on behalf of the
enterprise; or (c) he habitually secures orders in the first-mentioned Contracting State wholly or almost wholly for the
enterprise or for the enterprise and other enterprises which are controlled by it or have a controlling interest in it.";
paragraph 5: "An enterprise of a Contracting State shall not be deemed to have a permanent establishment in the
other Contracting State merely because it carries on business in that other Contracting State through a broker,
general commission agent or any other agent of an independent status, where such persons are acting in the ordinary
course of their business. For this purpose, an agent shall not be considered an agent of an independent status if it
carries on in the other Contracting State an activity described in paragraph 4 wholly or almost wholly for the
enterprise or for the enterprise and other enterprises which are controlled by it or have a controlling interest in
it." (Revenue Department, rd.go.th/english/2527.html, checked 25 October 2026)
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Revenue Code, Section 76 bis (unofficial translation): "Where a company or juristic partnership incorporated under
foreign law has an employee, a representative or a go-between carrying on business in Thailand, thereby deriving
income or gains in Thailand, such company or juristic partnership shall be deemed to be carrying on business in
Thailand, and the person who is such employee, representative or go-between, whether an individual or a juristic
person, shall be deemed to be the agent of the company or juristic partnership incorporated under foreign law, and
shall have the duty and liability to file returns and pay tax under the provisions of this Part only in respect of such
income or gains. In the case referred to in the first paragraph, if the person having the duty and liability to file returns
and pay tax cannot compute the net profits for tax purposes under the provisions of this Part, the provisions on tax
assessment under Section 71 (1) shall apply mutatis mutandis. An assessment under this section may be
appealed." (Revenue Department, rd.go.th/5939.html, checked 4 October 2026 as per the firm’s register of verified
texts) Thai original: Useinasuging 1ns 76 v "u3nuide eiudru ffiyeeadesetumungne vessssuna
anda vi¥e §fvin1s unu vde ffviins Aieste Tu nns Useneu Aams luussmalng G 8umalilEsu Guld vie warils Ty
Usznalne Tidohusdnviersiuduifiyaeatu yssneufamslutssmalne uaslideiyanagitugning viedn
nsun viiervhmsaasteituiniu litesduyarasssunvidetifyaraiduiunuesiddmdorhaiuduifyanads
FefumungrinevesiUsana warliyanatuiiniiuas euuialunistusienisuasdeniSauundoyeludon
dlawziidetuiulivienadlsfindnud unsdiinanlurssausn Sryaeadiiniiiuazanusuiislunmsdusens
uaz 1@en18 1l amnsa as A inlsgnd Wite Buan® sy undayald T dn 18 19 1h undeyeli 3ndhe ns Usediuand
e 71 (1) il deiulas oylan Tunsid msdsadiuaiuanluines ez gnasalnsussdiufle” (suasswns
rd.go.th/5939.html, 7573 4 AAAL 2569 muneideusumiidusuud)

Agreement between the Government of the Kingdom of Thailand and the Government of the People’s Republic of
China for the Avoidance of Double Taxation and the Prevention of Fiscal Evasion with respect to Taxes on Income
(signed 27 October 1986), English text, Article 5, paragraph 6: "Notwithstanding the preceding provisions of this
Article, an insurance enterprise of a Contracting State shall, except in regard to re-insurance, be deemed to have a
permanent establishment in the other Contracting State if it collects premiums in the territory of that other
Contracting State or insures risks situated therein through an employee or through a representative who is not an
agent of an independent status within the meaning of paragraph 5."; paragraph 7: "The fact that a company which is a
resident of a Contracting State controls or is controlled by a company which is a resident of the other Contracting
State, or which carries on business in that other Contracting State (whether through a permanent establishment or
otherwise), shall not of itself constitute either company a permanent establishment of the other." (Revenue
Department, rd.go.th/english/2527.html, checked 25 October 2026)

Supreme Court Judgment No. 124/2540 (1997); provisions listed by the system: Revenue Code, Sections 70 bis and 76
bis, and the Thailand-Belgium double tax convention; summary (unofficial translation): "Although the construction
and installation of the telephone exchange network equipment was a project that the plaintiff had to carry out for a
period exceeding 6 months, so that the plaintiff can be regarded as having a permanent establishment in Thailand ...
this is a case in which the plaintiff had a permanent establishment only for the business under the contract for work; it
does not mean that such permanent establishment was also a place of business for the business under the contract
of sale" (Supreme Court judgment search system, deka.supremecourt.or.th, checked 23 October 2026 as per the firm’s
register of verified texts) Thai original: ﬁwﬁwmwmagjmﬁ 124/2540 mmwﬁliwmsq U.5991n3 1031 70 3 76 17
wazoudnyanEteussrinussmalne fuuadey atuge "winsneaduuas fndegunsalidetie guaensdwiio
Dulpssmsilanddesdhundiiiunisidmuassesnaniuniedousuieldilandiianuusznounmsanslulssne
ny ... ﬁLfluﬂsa‘jﬁiwﬁa‘jamuﬂﬁzﬂa‘umsmasﬁm%’uqsﬁamué’aujgyﬁwﬁwawvhﬁfu mlgdianuvueitaniulszneu
mimqsé‘fﬂﬂa"nLﬁuamuﬂizﬂaumsﬁm%"u'o;sﬁa]mmé’mﬁyw%aﬁuwwﬁadﬂ" (SpUUAUAUANININYIAIASN
deka.supremecourt.or.th, 1539 23 fa1Au 2569 munzdousunituiuuga)
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Supreme Court Judgment No. 1971/2537 (1994), Borneo Tech Co., Ltd., plaintiff v. Revenue Department, defendant;
provision listed by the system: Revenue Code, Section 76 bis; summary (unofficial translation): "The plaintiff set the
selling prices of the goods to customers itself, was free in its sales, was liable to customers if the goods sold were
defective, and conducted its trading business with its own capital, any loss or profit falling to the plaintiff ... This is
therefore a case in which the plaintiff carried on its own business of buying and selling goods in Thailand and was not
an employee, representative or go-between of the seller company abroad" (Supreme Court judgment search system,
deka.supremecourt.or.th, searched with the terms “convention People’s Republic of China double taxation”, summary
version read, checked 25 October 2026) Thai original: fnfinnnwnanainifl 1971/2537 U3 vedidleawa 9180 Tand
NFUATINING S48 119971 520U 58y U Sugns 11091 76 3 atude Tandifugimua :iavie Aud i fugnénies
Tandiidasslunsue ausiineigaunnseslanddossufindegndn landauiugshadensfenuresnuias mnd
nsvauvdediflsfaniduveland .. nsdfndudesiilanduszneufonistens dudnluusemalne fhenues I16
Wugnde dvirnnsununsedvinnnsandeliiuusinganslusitsssma (ssuvduRumininwmagn
deka.supremecourt.or.th AUMEA1 "aUdley @15715053UTEvLAY nEdew" 81uatuee, n519 25 faAw 2569)

Agreement between the Government of the Kingdom of Thailand and the Government of the People’s Republic of
China for the Avoidance of Double Taxation and the Prevention of Fiscal Evasion with respect to Taxes on Income
(signed 27 October 1986), English text, Article 7, paragraph 1: "The profits of an enterprise of a Contracting State shall
be taxable only in that Contracting State unless the enterprise carries on business in the other Contracting State
through a permanent establishment situated therein. If the enterprise carries on business as aforesaid, the profits of
the enterprise may be taxed in the other Contracting State but only so much of them as is attributable to that
permanent establishment."; paragraph 2: "... there shall in each Contracting State be attributed to that permanent
establishment the profits which it might be expected to make if it were a distinct and separate enterprise engaged in
the same or similar activities under the same or similar conditions and dealing wholly independently with the
enterprise of which it is a permanent establishment."; paragraph 3: "In determining the profits of a permanent
establishment, there shall be allowed as deductions expenses which are incurred for the purposes of the business of
the permanent establishment, including executive and general administrative expenses so incurred, whether in the
Contracting State in which the permanent establishment is situated or elsewhere." (Revenue Department, rd.go.th/
english/2526.html, checked 25 October 2026)

Revenue Code, Section 70 (official translation by the Revenue Department): "A company or juristic partnership
incorporated under foreign laws and not carrying on business in Thailand but receiving assessable income under
Section 40 (2)(3)(4)(5) or (6) which is paid from or in Thailand, shall be liable to pay tax. The payer of income shall
deduct corporate income tax from such assessable income at the corporate income tax rate and remit it to the local
Amphur office together with the filing of a tax return in the form prescribed by the Director General within 7 days from
the last day of the month in which such income is paid. Section 54 shall also apply mutatis mutandis." and the
income tax rate schedule, item (2) (unofficial translation): "(b) Tax under Section 70, other than as specified in (c):
15%" "(c) Tax under Section 70, solely in the case of payment of assessable income under Section 40(4)(b): 10%" "(d)
Tax under Section 70 bis: 10%" (Revenue Department, rd.go.th/5939.html and 5938.html, checked 15 October 2026
as per the firm’s register of verified texts; English text of Section 70: rd.go.th/english/37764.html) Thai original:
Uszanadegng 1131 70 "U%@’wM%'aﬁwﬁuﬁauﬁﬁqﬂﬂaﬁﬁqﬁumwuﬂgwuﬂaﬂuanmmzmﬁﬁlﬁﬂizﬂauﬁamﬂuﬂﬁzmﬂ
Tne ust 165U SuldReusediu amumag 40 )3) (4) (5) wde (6) 71918 910 vide Tulssnalne 19 u3sm e shavudon
ffyanatiudems nelidaeinndaniuldfsediuidemusnnnstulfdmiuuidndoraiuduiiyeea
wd 1 de §une iosdl wionfu Bu s1e n1smu wuu 7l a5UR dmue el i Tu o wiTu Audeu vesifiou fi e Guldi
Useiunfu il Whinanee 54 inlddssuTaveylan wasda@dnsma@iuls (2) @) mmuuns 70 uenaniiseylu
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(A) Sowar 15" "(A) MEMIULIMTT 70 niznsainseRulsnaUseiliunuunnsi 40(4)@) Sasay 10" () A8
AUNINTT 70 173 5088y 10" (ASUATITNING rd.go.th/5939.html uag 5938.html, M523 15 fAa1AN 2569 AUNLTYUAIUN
APugunLan)

Revenue Code, Section 40 (unofficial translation): "Assessable income means income of the following categories,
including the tax paid on behalf of the taxpayer by the payer or any other person in respect of such income, at
whatever stage" (1) "Income derived from employment, whether in the form of salary, wages, per diem, bonus, gratuity,
pension ..." (2) "Income derived from a post or from performance of work, whether in the form of fee, commission,
discount, subsidy, meeting allowance ..." (3) "Fee of goodwill, copyright or any other rights, annuity or income in the
nature of annual payments ..." (4) "(b) Dividend, share of profits or any other gain derived from a company or juristic
partnership ..." and "(g) Gains from the transfer of a partnership interest, investment units, or the transfer of shares,
debentures, bonds or bills, or debt instruments issued by a company, juristic partnership or other juristic person ... only
to the extent that the value exceeds the investment cost" (5) "Money or any other gain derived from (a) rent of
property ..." (6) "Income from liberal professions ..." (8) "Income derived from business, commerce, agriculture, industry,
transport or any other activity not specified in (1) to (7)" (Revenue Department, rd.go.th/5937.html, checked 23
October 2026 as per the firm’s register of verified texts) Thai original: Usgu3a3ugns 11931 40 "JuldReUssifiuduie
Suldussanduiolull sumasafaduinBoinsiigieiuniedsuoonunulidmsutulduszamsng q danamn L
Tunenle” (1) "Fulfiiewinnssussiliisdutuiou dine Wedss Tulfa Wontn v Yruney .7 (2) "3u
1§ fosnuiihfiviesuntsnuiivhvieanmsfuriauli lddasdudisssudon Aunewih ddiuan Sugamgulu
sty deussa .7 (3) "euvisienad Auiduans viednsernedu Sulve Suldiisnuas Judused .1 @) @)
Guiluna Judnudsvesrils vieusslemiduladildanuisnuterafudnifyeea . uas '(v) mauselowiiiléan
nsTounsiduudin Teumioamu vieTouvu Wug Wustas vdesitu wiensasuansanslunid i usimvdera
Wudwiifyaeavie diyaraduidugoon .. ngdsinanduduldifuniiiamu’ (5) "unieusslomisgnadudild
dlesan (n) ns Wi m3wdau " (6) "Gulé 91n Jndn Base " (8) "Fulé 910 113 g3Re mIwidied mManums s
PAANNTIU NTYUEA Mﬁams?ﬂuuaﬂmﬂﬁizumu (1) §4 (7) ud" (n3uaTININT rd.go.th/5937.html, M533

23 paAx 2569 mumzidyushuniitusund)

Supreme Court Judgment No. 3867/2531 (1988); provisions listed by the system: Revenue Code, Sections 40(3), 70(2)
and 76 bis; summary (unofficial translation): the Japanese company “sent experts to provide technical assistance to
the plaintiff in paper production ... stationing 15 experts at the plaintiff’s factory from 1976 to 1979 (B.E. 2519 to
2522)”. The Court held that “the assistance given by Company H. to the plaintiff was not the carrying on of business
by Company H. in Thailand but assistance to the plaintiff in carrying on the plaintiff’s own business” and that
“Company H. received assessable income under Section 40(3) paid from Thailand, because such money was a royalty
within the meaning of the convention between Thailand and Japan for the avoidance of double taxation and the
prevention of fiscal evasion with respect to taxes on income, Article 8(2); the plaintiff therefore had the duty to
withhold and remit tax under Section 70(2) of the Revenue Code” (Supreme Court judgment search system,
deka.supremecourt.or.th, checked 23 October 2026 as per the firm’s register of verified texts) Thai original: ATANINYN
Anainil 3867/2531 wmsfisruusey Uunang 11es 40 (3) 70 (2) 76 v atude uinludu Iédeidemnayunli
autaevde vamatia ud Tand lu n1swdn nszay .. Tas dsfifenvny 15 audhn vssdr egas Tssam Tand dous O
WA 2519 9 2522 madiledud "1 AU 8. W anuewmde ud Tand ¢ 1 8uns Ussneu Aenis ves usom 8. 1w
Uszinalne uwidunisianudiowmao unlandlunisUseneufanisveslandies uay "uson . 1650 Quldnsuseidu
PLIIRT1 40(3) 71978 910 Usene lne ivsne u fendn 1l fn ans anu anaumane vea audtyay seWIneUszne Ine fu
Ussmadgu tilensiumaifunidouunznisiosfunisidessuginsluduiiifertundifuanGuléde 82) Tandds
fvthiifeadun@n u Aidrindwmuuszanadiuging 11ns1 7002)" (sruvAududiminueagind
deka.supremecourt.or.th, 1539 23 fa1Au 2569 munzdousunituiuuga)
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Supreme Court Judgment No. 813/2565 (2022) (unofficial translation): "Although the contract designates them as
service fees, they are deemed to be consideration for the use of, or the right to use, industrial equipment, or for
information concerning industrial, commercial or scientific experience, under Article 12 of the double tax agreement
between the Government of the Kingdom of Thailand and the Government of the Republic of Singapore (DTA), and
constitute payments of assessable income under Section 40 (3) of the Revenue Code" (Supreme Court judgment
search system, deka.supremecourt.orth, checked as per the firm’s register of verified texts) Thai original: ATANINEN
maﬁmﬁ 813/2565 "wilas fmualudyaninduaiuins uddedndudneuununisliliviednslumsldgunsainig
gnaNTNTTU e e do aumeinatu Ussaumsainagaamngsy widivenssu videInenmans anueudyannddeu
sEinesguIauieveandns lne fuSgunawisansisnsgamivs (DTA) e 12 wavidunisdne Qulddadszifiuanm U,
Funs 11931 40 (3)" (sruuAuAumAivINWIAain deka.supremecourtorth, Asaaudmunzlousunitusuud,
Yo3ding)

Revenue Code, Section 66 (unofficial translation): "A company or juristic partnership incorporated under Thai law, or
incorporated under foreign law and carrying on business in Thailand, shall pay tax under the provisions of this Part. A
company or juristic partnership incorporated under foreign law and carrying on business elsewhere as well as in
Thailand shall pay tax on net profits from or in consequence of business carried on in Thailand in the accounting
period, and the computation of net profits shall be made in the same manner as under Section 65 and Section 65 bis;
but if such net profits cannot be computed, the provisions on tax assessment under Section 71 (1) shall apply mutatis
mutandis." (Revenue Department, rd.go.th/5939.html, checked 4 October 2026 as per the firm’s register of verified
texts) Thai original: Uszanasugins 1as1 66 U3 ude vinwfudau dfiyana i aetu munguane e wie et anu
nrnevewsssmawa nssvhianishissndlnedoademBmuundygiludui usdrtevsiudiuiiyanad
ey munguine vesineUsene uaz nsevi Aanstu ity q sausludsanane 1 dsn@ludlsans an fnsvde
lesann fanns 7 16 naevin luuszna ne Tu sou sseenan Sag@ wag nsdun dlsans THUROR wwdeafuinme 65
uazu1n31 65 13 usilianunsaaziwnilsgrdainaaudald ihuntyaiiindmenisussfiunBauuns 71 (1)
wldtiadulaseylan’ (NauasInINg rdgo.th/5939.html, #1579 4 ganeu 2569 aumeSusuniiduduud)

Supreme Court Judgment No. 7323/2560 (2017), Deutsche Bank, plaintiff v. Revenue Department, defendant (tax
division); provisions listed by the system: Revenue Code, Sections 65 bis (2), 65 ter (14) and 70 bis, and Royal Decree
(No. 18) B.E. 2505, Section 3; summary (unofficial translation): "The plaintiff therefore bears the burden of proving
that the amount of expenses allocated from the head office and the regional office was appropriate and not
excessive" (Supreme Court judgment search system, deka.supremecourt.or.th, checked as per the firm’s register of
verified texts) Thai original: AW ANAFNT 7323/2560 sunAnsaeeduusrd Tond nsuassming uas (uunad
919) 1IN 71 520U SpY U, Tugng 1191 6593 (2) 65 w3 (14) 70 v wag nIgsnquini (Uu il 18) wa. 2505
e 3 atuge TandTadesi sy maigoid Swaumedeiituduandiinemiungwas dinaugiamaisuoud
wingayliifuauns (szuudududfininwmaini deka.supremecourt.orth, ATaudimungfousuniitusuuis
Yo3dting)

Revenue Code, Section 50, extract of the parts relating to recipients not resident in Thailand (unofficial translation): "A
person, partnership, company, association or body of persons paying assessable income under Section 40 shall deduct
income tax at each payment of assessable income in the following manner: (1) ... in the case of assessable income
under Section 40 (2), other than as specified in paragraph three, paid to a recipient who is not a resident of Thailand,
the deduction shall be computed at the rate of 15.0 per cent of the income (2) in the case of assessable income
under Section 40 (3) and (4), the deduction shall be computed at the income tax rate, except that (a) in the case of
assessable income under Section 40 (3) and (4), other than as specified in (b), (c), (d) and (e), paid to a recipient who is
not a resident of Thailand, the deduction shall be computed at the rate of 15.0 per cent of the income ... (e) in the
case of assessable income under Section 40 (4) (b), the deduction shall be computed at the rate of 10.0 per cent of

the income ... (3) in the case of assessable income under Section 40 (5) and (6) paid to a recipient who is not a
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resident of Thailand, the deduction shall be computed at the rate of 15.0 per cent of the income" (Revenue
Department, rd.go.th/5937.html, checked 23 October 2026 as per the firm’s register of verified texts) Thai original:
Uszanaduning 11es1 50 faiawie druilifeatugsudedldidud egluvsemalne ‘Wyaaa Wiefudu v3En auay
vdennizyanad e dulifesaiuaunns 40 sinm@duldlinasn s duldicssdunuigdelud (1) . Ty
nsdlduldRsssdiumumag 40 2) uenandissylilursseadideliunfiudailddudeyluusamalne s
wintudnsnforaz 15.0 veaduld (2) TunsdlduldmsUszdiunuuns 40 (3) uay (4) ThAwininaugnsns@ule Vi
ust (n) Tunsdlduldsssdiuamumnng 40 (3) uaz (4) uenandiszylilu (@) (A) () uag (@) AdelFun el dug
agflutsenalveliduniinludnsdevar 15.0 veaduld ... @) TunsalQuldnauseidiuauuing 40 (4) (v) Tidmau
wnludnsnfesas 10.0 veaduld . (3) TunsdlFuldReussdiuamnnns 40 (5) ua (6) Adwliungudadladugoglu
Uszine lng T A vin Tu dnsnfesas 15.0 vea Ruld" (nsuassning rd.goth/5937.html, #3579 23 AanA 2569 M1u
nJeuiuniidusuuds)

Enterprise Income Tax Law of the People’s Republic of China (Fh# A\ R4LFIE MV TSR, adopted by the
National People’s Congress on 16 March 2007, second amendment 29 December 2018), Article 3, paragraph three:
HEERAWAEF ERENRRILNM, BT, & RIRNM, HFHEREBRRSEMAM, & F KR
XA, M YFESRIRT o EIRN TS MeA RV ATSHL. " Article 4: "IV FTSBUAOBIZR 725 % . JEERRIVER
BAREEZLE=FHENE , FEBRABEAF20%. "Article 27 "TFFIFTS , AJTRAGAE. BAEMLFTE

B () REBE=L£BE=5HMEMFTE. " (Unofficial translation: a non-resident enterprise that has no
establishment or place in China, or whose income is not actually connected with its establishment or place, shall pay
enterprise income tax on its income sourced in China, the tax rate is 25%, and for income under Article 3, paragraph
three, 20%, income under Article 3, paragraph three, may be exempted or reduced) (State Taxation Administration
policy and law database, fgk.chinatax.gov.cn/zcfgk/c100009/c5193018/content.html, checked 25 October 2026)

Regulations for the Implementation of the Enterprise Income Tax Law of the People’s Republic of China (P ARt
FNE V18 F A SR 2-f51, State Council Decree No. 512, promulgated 6 December 2007, second amendment 6
December 2024), Article 91: "JEBR AMVEIS ANV FFERUEAS —+E4&B@EMAE AT | BIR10%HFIZRIEL
AWVFTEH. TS ARAERIL TS HL « (—)SMNEBURTE & BB AR SRR 0 S ATs:( D Efr & ata R
) SR EBUT B R AR AR SRS A0 S AT, (2R E K B HERE A4S " (Unofficial translation:
income of a non-resident enterprise under Article 27(5) is taxed at a reduced rate of 10%, interest on loans from
foreign governments to the Chinese Government, interest on concessional loans from international financial
organisations, and other income approved by the State Council are exempt) (fgk.chinatax.gov.cn/zcfgk/c100010/
c5194417/content.html, checked 25 October 2026)

Agreement between the Government of the Kingdom of Thailand and the Government of the People’s Republic of
China for the Avoidance of Double Taxation and the Prevention of Fiscal Evasion with respect to Taxes on Income
(signed 27 October 1986), English text, Article 10, paragraph 2: "However, such dividends may also be taxed in the
Contracting State of which the company paying the dividends is a resident, and according to the laws of that
Contracting State, but, if the recipient is the beneficial owner of the dividends and is a company, excluding
partnership, the tax so charged shall not exceed: (a) 15 per cent of the gross amount of the dividends if the recipient
holds directly at least 25 per cent of the shares of the company paying the dividends, (b) 20 per cent of the gross
amount of the dividends in other cases. This paragraph shall not affect the taxation of the company in respect of the
profits out of which the dividends are paid."; paragraph 3: "The term dividends as used in this Article means income
from shares or other rights, not being debt-claims, participating in profits, as well as income from other corporate
rights which is subjected to the same taxation treatment as income from shares by the tax laws of the Contracting
State of which the company making the distribution is a resident."; paragraph 5: "Where a company which is a resident

of a Contracting State derives profits or income from the other Contracting State, that other Contracting State may
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not impose any tax on the dividends paid by the company, except insofar as such dividends are paid to a resident of
that other Contracting State or insofar as the holding in respect of which the dividends are paid is effectively
connected with a permanent establishment or a fixed base situated in that other Contracting State, nor subject the
companys undistributed profits to a tax on the companys undistributed profits, even if the dividends paid or the
undistributed profits consist wholly or partly of profits or income arising in that other Contracting State." (spelling as
in the original on the website) (Revenue Department, rd.go.th/english/2526.html, checked 25 October 2026)

Revenue Code, Section 70 bis, paragraph one (unofficial translation): "Where a company or juristic partnership
disposes of profits, or any other money set aside out of profits or deemed to be profits, out of Thailand, it shall pay
income tax by deducting the tax from the amount disposed of at the income tax rate for companies or juristic
partnerships, and remit it to the local Amphur office together with the filing of a return in the form prescribed by the
Director-General within seven days from the date of disposal" and the income tax rate schedule, item (2): "(d) Tax
under Section 70 bis: 10%" (Revenue Department, rd.go.th/5939.html and 5938.html, checked 4 and 15 October 2026
as per the firm’s register of verified texts) Thai original: Us#ana¥¥nIng u1as1 70 v 1s3awils "Udmudefafudu
fifyanalas e duilsie Sulssandulaiiduliandlsviefideldinduduilsesnluanyssmalne Thaund
Fuld TeerinanBandnnuduiismihetunusnmadfulddmivuidmidomafudnuiiyeea udnihdsunetiesd
wioufudusenmsmunuuiiosudfuunmeludafuuusiusming uas T Tsnsmndtuld (2) ") mé

PUL1937 70 113 Fopaz 10" (NSUATIWING rd.go.th/5939.html wag 5938.html, #3593 4 uaz 15 Ha1Au 2569 anunetiu
Frundisuduud)

Thailand-Singapore Agreement signed 11 June 2015, Article 10A, paragraph 2: the tax under Section 70 bis "shall not
exceed 10 per cent of the gross amount"; Article 12, paragraph 2: royalties at 5%, 8% and 10%, the 8% rate covering
"the use of, or the right to use, industrial, commercial, or scientific equipment"; and Article 13, paragraph 5: "Gains
from the alienation of any property other than that referred to in the preceding paragraphs of this Article shall be
taxable only in the Contracting State of which the alienator is a resident." (Revenue Department, rd.go.th/765.html,
file singapore en dta v2.pdf, checked 15 October 2026, as cited in this site’s article on the Thailand-Singapore double
tax treaty)

Agreement between the Government of the Kingdom of Thailand and the Government of the People’s Republic of
China for the Avoidance of Double Taxation and the Prevention of Fiscal Evasion with respect to Taxes on Income
(signed 27 October 1986), English text, Article 11, paragraph 1: "Interest arising in a Contracting State and paid to a
resident of the other Contracting State may be taxed in that other Contracting State."; paragraph 2: "However, such
interest may also be taxed in the Contracting State in which it arises and according to the laws of that Contracting
State, but if the recipient is the beneficial owner of the interest, the tax so charged shall not exceed 10 per cent of the
gross amount of the interest in case it is received by any financial institution (including an insurance company).";
paragraph 4: "The term interest as used in this Article means income from debt-claims of every kind, whether or not
secured by mortgage, and whether or not carrying a right to participate in the debtors profits, and in particular,
income from government securities and income from bonds or debentures, including premiums and prizes attaching
to such securities, bonds or debentures, as well as similar income treated as income from money lent by the taxation
laws of the Contracting State in which the income arises. Penalty charges for late payment shall not be regarded as
interest for the purpose of this Article."; paragraph 7: "Where, by reason of a special relationship between the payer
and the beneficial owner or between both of them and some other person, the amount of the interest, having regard
to the debt-claim for which it is paid, exceeds the amount which would have been agreed upon by the payer and the
beneficial owner in the absence of such relationship, the provisions of this Article shall apply only to the last-
mentioned amount. In such case, the excess part of the payments shall remain taxable according to the laws of each
Contracting State, due regard being had to the other provisions of this Agreement." (Revenue Department, rd.go.th/
english/2525.html, checked 25 October 2026)
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Agreement between the Government of the Kingdom of Thailand and the Government of the People’s Republic of
China for the Avoidance of Double Taxation and the Prevention of Fiscal Evasion with respect to Taxes on Income
(signed 27 October 1986), English text, Article 11, paragraph 3: "Notwithstanding the provisions of paragraph 2,
interest arising in a Contracting State and paid to the Government of the other Contracting State shall be exempt
from tax in the first-mentioned Contracting State. For the purposes of this paragraph, the term Government (a) in the
case of Thailand, means the Royal Government of Thailand and shall include: (i) the Bank of Thailand; (ii) the Export -
Import Bank of Thailand; (i) the Government Saving Bank; (iv) the Government Housing Bank; (v) the local
authorities; and (vi) such financial institutions, the capital of which is wholly owned by the Royal Government of
Thailand or any local authority as may be agreed from time to time between the competent authorities of both of the
Contracting Stats; (b) in the case of China, means the Government of the Peoples Republic of China and shall include:
(i) the Peoples Bank of China and Bank of China to the extent that its activity is carried on within the scope of the
normal authority of a central bank; (ii) State Development Bank; (iii) China Import and Export Bank; (iv) the Agriculture
Development Bank of China; (v) the local authorities; and (vi) such financial institutions, the capital of which is wholly
owned by the Government of the Peoples Republic of China or any local authority as may be agreed from time to time
between the competentauthorities of both of the Contracting States. (As amended by the negotiations on the
amendment of the Agreement between Thailand and the People's Republic of China, entered into force an 25 May
2000)" (spelling as in the original on the website) (Revenue Department, rd.go.th/english/2525.html, checked 25
October 2026)

Agreement between the Government of the Kingdom of Thailand and the Government of the People’s Republic of
China for the Avoidance of Double Taxation and the Prevention of Fiscal Evasion with respect to Taxes on Income
(signed 27 October 1986), English text, Article 12, paragraph 2: "However, such royalties may also be taxed in the
Contracting State in which they arise, and according to the laws of that Contracting State, but if the recipient is the
beneficial owner of the royalties, the tax so charged shall not exceed 15 per cent of the gross amount of the
royalties."; paragraph 3: "The term royalties as used in this Article means payments of any kind received as a
consideration for the use of, or the right to use, any copyright of literary, artistic or scientific work including
cinematograph films, films or tapes used for radio or television broadcasting, any patent, trade mark, design or model,
plan, secret formula or process, or for the use of, or the right to use, industrial, commercial, or scientific equipment, or
for information concerning industrial, commercial or scientific experience."; paragraph 4: "The provisions of paragraphs
1 and 2 shall not apply if the beneficial owner of the royalties, being a resident of a Contracting State, carries on
business in the other Contracting State in which the royalties arise, through a permanent establishment situated
therein, or performs in that other Contracting State independent personal services from a fixed base situated therein,
and the right or property in respect of which the royalties are paid is effectively connected with such permanent
establishment or fixed base. In such case the provisions of Article 7 or Article 14, as the case may be, shall
apply." (Revenue Department, rd.go.th/english/2525.html, checked 25 October 2026)

Supreme Court Judgment No. 6489/2534 (1991); provisions listed by the system: Revenue Code, Sections 66 and 70;
summary (unofficial translation): "The Thailand branch office, being the same juristic person as the company, was
therefore the one carrying on the business by reason of which the company received royalties in Thailand, and had the
duty to pay tax under Section 66 of the Revenue Code. This is not income of a foreign juristic person not carrying on
business in Thailand under Section 70, so the plaintiff, as payer of the royalties, had no duty to withhold and remit
tax" (Supreme Court judgment search system, deka.supremecourt.or.th, checked 23 October 2026 as per the firm’s
register of verified texts) Thai original: FAWANWIANATNTA 6489/2534 wes1fiszuusey U.Sugns 11ee 66 70 aliy
go "drinauaviussmalne sudulifyeraferiuiuusgniadugnszifanissudumeliuswnlasutueianslu
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Uszna lny uag Inthiden@eu U.Sugins uest 66nsalfily Juldves dfiyama iauszman fild Ussnaufonislu
Usgma g aunnnsn 70 land 918 Jua @ns e lu vt inn1g e N9euaginds (svuududumiminwaagn
deka.supremecourt.orth, #1579 23 Aa1Au 2569 MungLdsumunneuduuan)

Agreement between the Government of the Kingdom of Thailand and the Government of the People’s Republic of
China for the Avoidance of Double Taxation and the Prevention of Fiscal Evasion with respect to Taxes on Income
(signed 27 October 1986), English text, Article 15, paragraph 1: "Subject to the provisions of Articles 16,18,19,20 and
21, salaries, wages and other similar remuneration derived by a resident of a Contracting State in respect of an
employment shall be taxable only in that Contracting State unless the employment is exercised in the other
Contracting State. If the employment is so exercised, such remuneration as is derived therefrom may be taxed in that
other Contracting State."; paragraph 2: "Notwithstanding the provisions of paragraph 1 of this Article, remuneration
derived by a resident of a Contracting State in respect of an employment exercised in the other Contracting State
shall be taxable only in the first-mentioned Contracting State if: (a) the recipient is present in the other Contracting
State for a period or periods not exceeding in the aggregate 183 days within any twelve-month period, and (b) the
remuneration is paid by, or on behalf of, an employer who is not a resident of the other Contracting State, and (c) the
remuneration is not borne by a permanent establishment or a fixed base which the employer has in the other
Contracting State." (Revenue Department, rd.go.th/english/2525.html, checked 25 October 2026)

Agreement between the Government of the Kingdom of Thailand and the Government of the People’s Republic of
China for the Avoidance of Double Taxation and the Prevention of Fiscal Evasion with respect to Taxes on Income
(signed 27 October 1986), English text, Article 14, paragraph 1: "Income derived by a resident of a Contracting State in
respect of professional services or other activities of an independent character shall be taxable only in that
Contracting State except in the following circumstances, when such income may also be taxed in the other
Contracting State: (a) if he has a fixed base available to him in the other Contracting State for the purpose of
performing his activities; in that case, only so much of the income as is attributable to that fixed base may be taxed in
that other Contracting State; or (b) if his stay in the other Contracting State is for a period or periods amounting to or
exceeding in the aggregate 183 days within any twelve-month period; in that case, only so much of the income as is
derived from his activities performed in that other Contracting State may be taxed in that other Contracting State; or
(c) if the remuneration for his activities in the other Contracting State is paid by a resident of that other Contracting
State or is borne by a permanent establishment or a fixed base situated in that other Contracting State; in that case,
only so much of the remuneration as is derived therefrom may be taxed in that other Contracting State."; paragraph 2:
"The term professional services includes especially independent scientific, literary, artistic, educational or teaching
activities as well as the independent activities of physicians, dentists, lawyers, engineers, architects and

accountants." (Revenue Department, rd.go.th/english/2525.html, checked 25 October 2026)

Agreement between the Government of the Kingdom of Thailand and the Government of the People’s Republic of
China for the Avoidance of Double Taxation and the Prevention of Fiscal Evasion with respect to Taxes on Income
(signed 27 October 1986), English text, Article 16: "1. Directors fees and other similar payments derived by a resident
of a Contracting State in his capacity as a member of the board of directors of a company which is a resident of the
other Contracting State may be taxed in that other Contracting State. 2. Salaries, wages and other similar
remuneration derived by a resident of a Contracting State in his capacity as an official in top-level managerial position
of a company which is a resident of the other Contracting State may be taxed in that other Contracting State."; Article
17, paragraph 3: "The provisions of paragraphs 1 and 2 of this Article shall not apply to remuneration or profits,
salaries, wages and similar income derived from activities performed in a Contracting State by an entertainer or an
athlete if the visit to that Contracting State is substantially supported by public funds of the other Contracting State,
including any political subdivision, local authority or statutory body thereof."; Article 18: "1. Subject to the provisions

of paragraph 2 of Article 19, pensions and other similar remuneration paid to a resident of a Contracting State in
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consideration of past employment shall be taxable only in that Contracting State. 2. Notwithstanding the provisions of
paragraph 1, pensions and other similar remuneration derived by a resident of a Contracting State may be taxed in the
other contracting State if such payments are borne by an enterprise of that other Contracting State or by a permanent
establishment situated therein." (Revenue Department, rd.go.th/english/2524.html, checked 25 October 2026)

Agreement between the Government of the Kingdom of Thailand and the Government of the People’s Republic of
China for the Avoidance of Double Taxation and the Prevention of Fiscal Evasion with respect to Taxes on Income
(signed 27 October 1986), English text, Article 13: "1. Gains derived by a resident of a Contracting State from the
alienation of immovable property situated in the other Contracting State as defined in Article 6 may be taxed in that
other Contracting State. 2. Gains from the alienation of movable property forming part of the business property of a
permanent establishment ... may be taxed in that other Contracting State. 3. Gains derived by an enterprise of a
Contracting State from the alienation of ships or aircraft operated in international traffic or movable property
pertaining to the operation of such ships or aircraft shall be taxable only in that Contracting State. 4. Gains from the
alienation of any property or assets, other than those referred to in paragraphs 1, 2 and 3 of this Article, arising in a
Contracting State, may be taxed in that Contracting State." (Revenue Department, rd.go.th/english/2525.html,
checked 25 October 2026)

Agreement between the Government of the Kingdom of Thailand and the Government of the People’s Republic of
China for the Avoidance of Double Taxation and the Prevention of Fiscal Evasion with respect to Taxes on Income
(signed 27 October 1986), English text, Article 20: "An individual who, immediately before visiting a Contracting State,
was a resident of the other Contracting State and whose visit to the first-mentioned Contracting State is solely for the
purpose of: (a) studying at a university or other recognized educational institution; or (b) securing training to qualify
him to practise a profession or trade; or (c) studying or carrying out research as a recipient of a grant, allowance or
award from a governmental, religious, charitable, scientific, literary or educational organization; shall be exempt from
tax in the first-mentioned Contracting State on: (i) remittances from abroad for the purposes of his maintenance,
education, study, research or training; (i) the grant, allowance or award; and (iii) income from personal services
rendered in that Contracting State provided the income constitutes earnings reasonably necessary for his
maintenance and education."; Article 21: "1. An individual who is a resident of a Contracting State immediately before
making a visit to the other Contracting State, and who, at the invitation of any university, college, school or other
similar educational institution which is recognized by the competent authority in that other Contracting State, visits
that other Contracting State for a period not exceeding 3 years solely for the purpose of teaching or research or both
at such educational institution shall be exempt from tax in that other Contracting State on any remuneration for such
teaching or research. 2. This Article shall only apply to income from research if such research is undertaken by the
individual for the public interest and not primarily for the benefit of some other private person or persons." (Revenue
Department, rd.go.th/english/2524.html, checked 25 October 2026) and (Revenue Department, rd.go.th/english/
2523.html, checked 25 October 2026)

Agreement between the Government of the Kingdom of Thailand and the Government of the People’s Republic of
China for the Avoidance of Double Taxation and the Prevention of Fiscal Evasion with respect to Taxes on Income
(signed 27 October 1986), English text, Article 22: "Items of income of a resident of a Contracting State which are not
expressly mentioned in the foregoing Articles of this Agreement may be taxed in the Contracting State where the
income arises." (Revenue Department, rd.go.th/english/2523.html, checked 25 October 2026)

Supreme Court judgment search system, deka.supremecourt.or.th: the search terms “aqﬁiyiyﬁ mﬁﬁm”iﬂiwmu%u
A18gou” (convention, People’s Republic of China, double taxation) returned 1 result (Supreme Court Judgment No.
1971/2537), the terms “Useimadu Liunsiiun184en” (China, avoidance of double taxation) and “aydyansdeou
U A1ENS” (double tax convention, China, royalties) returned no results (checked 25 October 2026)

Page 45 of 47

Eksiam & Partners Co., Ltd. | Tax ID 0105569142001
300/90 Premium Place, Nawamin Road, Nawamin, Bueng Kum, Bangkok 10240, Thailand
Tel. +66 81 654 5922 | contact@eksiamlegal.com | eksiamlegal.com

Online version https://eksiamtax.com/en/articles/thailand-china-double-tax-treaty.html



oo
oo

EKSIAM & PARTNERS

UFEN LanayIy waud wisniuasa diie

Agreement between the Government of the Kingdom of Thailand and the Government of the People’s Republic of
China for the Avoidance of Double Taxation and the Prevention of Fiscal Evasion with respect to Taxes on Income
(signed 27 October 1986), English text, Article 25, paragraph 1: "Where a resident of a Contracting State considers
that the actions of one or both of the Contracting States result or will result for him in taxation not in accordance
with this Agreement, he may, notwithstanding the remedies provided by the domestic laws of those Contracting
States, present his case to the competent authority of the Contracting State of which he is a resident. The case must
be presented within three years from the first notification of the action resulting in taxation not in accordance with
the provisions of this Agreement." (Revenue Department, rd.go.th/english/2523.html, checked 25 October 2026)

State Taxation Administration, Announcement on Issues concerning “Beneficial Owners” in Tax Agreements (EIZR#H 5
RBETHENET " SREHAE AN B FEM /AL, Announcement No. 9 of 2018, dated 3 February 2018, applying
to tax payment or withholding obligations arising on or after 1 April 2018), item 1: "2 FTE A" BFa5T ArSak Fr151E
PAF=AE ARV 7= BB BT A AR BCAUI A . " item 2 (1): "BRVE A XS IEE TS89 124 B TS AI50%A
EXMRE=E (tX) FER" Q) "HEANEREEFN AR EMLETES", item 4 treats an applicant as
the beneficial owner of dividends directly where it is "G5 AT "4524% 7 FER B LA A _E /AT " 454
A RERAN', or a company 100% held directly or indirectly by such persons and, where the shares are held
indirectly, the intermediate holder must be a resident of China or of the other contracting state ("B [B{#358 iR {315
TR E E R EEREGLAX T BR") (Unofficial translation: a beneficial owner is a person who has ownership
and control over the income or the rights or property from which the income arises, negative factors: an obligation to
pay more than 50% of the income to residents of a third country within 12 months; business activities that do not
constitute substantive business activities, safe harbour: the government of the other Contracting State, a company
resident in and listed in the other Contracting State, an individual resident of the other Contracting State)
(fgk.chinatax.gov.cn/zcfgk/c100012/c5194781/content.html, checked 25 October 2026)

Enterprise Income Tax Law of the People’s Republic of China, Article 37: "StAEER AWES AL E =K E =T
HIFTIS R AR BTIS R , SATIRRINGY , ST NI F A BRI S AESR S RE TR STAS
B, AASEERIIIN TR I04L. " and Article 58: "thfe A\ RAFE B FFRISNE BRI T SRkt i
ESAEFAREIER , KEBINVENMEINE, " (Unofficial translation: income tax payable by a non-resident
enterprise on income under Article 3, paragraph three, is withheld at source, with the payer as the withholding agent,
at each payment or when each payment falls due, where a tax agreement concluded between the Government of the
People’s Republic of China and a foreign government provides differently from this Law, the agreement shall apply)
(fgk.chinatax.gov.cn/zcfgk/c100009/c5193018/content.html, checked 25 October 2026)

Her Majesty the Queen v. Prévost Car Inc., 2009 FCA 57 (Docket A-252-08), Federal Court of Appeal of Canada,
judgment of 26 February 2009 (Décary J.A., Blais J.A., Sharlow J.A.), appeal of the Crown dismissed with costs; issue:
Canada-Netherlands convention, Article 10, paragraph 2, 5% rate. The Court endorsed the Tax Court’s definition
(paragraphs 13-14) that "the "beneficial owner" of dividends is the person who receives the dividends for his or her
own use and enjoyment and assumes the risk and control of the dividend he or she received" and that "one does not
pierce the corporate veil unless the corporation is a conduit for another person" (decision.tcc-cci.gc.ca/fca-caf/
decisions/en/36329/1/document.do, checked 25 October 2026)

Court of Justice of the European Union (Grand Chamber), Judgment of 26 February 2019, N Luxembourg 1 and Others
v Skatteministeriet, Joined Cases C-115/16, C-118/16, C-119/16 and C-299/16, ECLI:EU:C:2019:134, operative part,
point 2: "the exemption of interest payments from any taxes that is provided for by it is restricted solely to the
beneficial owners of such interest, that is to say, the entities which actually benefit from that interest economically
and accordingly have the power freely to determine the use to which it is put. The general principle of EU law that EU

law cannot be relied on for abusive or fraudulent ends must be interpreted as meaning that, where there is a
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fraudulent or abusive practice, the national authorities and courts are to refuse a taxpayer the exemption of interest
payments from any taxes that is provided for in Article 1(1) of Directive 2003/49, even if there are no domestic or
agreement-based provisions providing for such a refusal." point 3: "Such indications can include, in particular, the
existence of conduit companies which are without economic justification and the purely formal nature of the
structure of the group of companies, the financial arrangements and the loans." (EUR-Lex CELEX 62016CJ0115,
checked 25 October 2026)

Bruce A. Blonigen and Ronald B. Davies, "The Effects of Bilateral Tax Treaties on U.S. FDI Activity", International Tax
and Public Finance 11(5): 601-622 (2004) DOI 10.1023/B:ITAX.0000036693.32618.00, abstract: "we find little
evidence that bilateral tax treaties increase FDI activity" (Springer, link.springer.com, and Crossref, checked 15 October

2026, as cited in this site’s article on the Thailand-Singapore double tax treaty)

James R. Hines, Jr, "Tax Sparing' and Direct Investment in Developing Countries", NBER Working Paper No. 6728
(September 1998) DOI 10.3386/w6728, the abstract states that Japanese investors in countries with which Japan has
agreements "are entitled to claim foreign tax credits for income taxes that they would have paid to foreign
governments in the absence of tax holidays and other special abatements", while "the United States does not", and
finds that "Japanese firms are subject to 23% lower tax rates than are their American counterparts in countries with
whom Japan has agreements" (National Bureau of Economic Research, nber.org/papers/w6728, and Crossref, checked
23 October 2026, as cited in this site’s article on the Thailand-Japan double tax treaty)

Office of the Board of Investment, Press Release No. 15/2569 (26 January 2026), summary of applications for
investment promotion in 2025 (B.E. 2568): total applications 3,370 projects worth 1,876,653 million baht, foreign
direct investment 1,359,925 million baht, Singapore 547,316 million baht, 457 projects, Hong Kong 245,335 million
baht, 266 projects, China 172,114 million baht, 982 projects, Japan 119,098 million baht, 311 projects, United
Kingdom 100,322 million baht, 29 projects (boi.go.th/upload/content/PR15 2569EN.pdf, checked 25 October 2026)
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