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THAI VAT TO BE IMPOSED ON E-SERVICES
PROVIDED FROM QUTSIDE THAILAND

On 9 June 2020, the Thai Cabinet approved a draft act to amend the Revenue Code in relation
to e-services provided from foreign countries. According to the Director-General of the Revenue
Department, this draft amendment has been prepared based on the Organization for Economic
Co-operation and Development’s International VAT/GST Guidelines in order to improve the
efficiency of VAT collection from foreign e-service providers.

Under this amendment to the Revenue Code the definition of “goods” will be amended to
exclude intangible property transferred by an internet network or other electronic platform, such
as online movies, online entertainment media, mobile games or other digital products. These
will all be categorized as a “service” under the Revenue Code’.

Based on the d raft amendment, if the e-service provided by a service provider outside Thailand
is used in Thailand by a recipient (i.e. a user and/or purchaser) who is not a VAT operator, the
foreign e-service provider shall be liable for VAT without being able to claim for the input tax.
If the e-service is provided via an electronic platform the platform operator shall be liable for
the VAT imposed for the provision of the service. However, if the recipient of the e-service in
Thailand is a VAT operator, that recipient has a duty to remit the VAT which the foreign e-
service provider is liable for.

In addition, a foreign e-service provider, which provides an e-service to a Thai recipient who is
not a VAT operator, will be required to register as a VAT operator in Thailand.

Furthermore, this draft amendment also contains a new provision to facilitate the use of
electronic documents in relation to any process under the Revenue Code. The criteria for the
use of electronic documents will be prescribed in a Ministerial Regulation to be published.

This draft amendment was approved by a cabinet resolution early this month. The next step
would be for this draft amendment to be considered and approved by the Thai Parliament before
being published in the Royal Gazette. Once enacted, this amendment may impact on the price
of online services and/or digital products provided from overseas due to the additional tax
liability. At the same time this should level the playing field between Thai and foreign e-service
providers. The establishment of a new method of submitting tax documents via a digital
platform will facilitate all taxpayers. However, the process and criteria in order to register as a
VAT operator under this draft amendment still needs to be clarified. Chandler MHM will monitor
developments in this area and provide a further update once the amendment is published in the
Royal Gazette.

If you would like to discuss the issues raised in this article further or related issues, please
contact the authors listed in the right-hand column.
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' Section 77/1 (10) of the Revenue Code: “service” means any actions in return for consideration which is not sale of goods.
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