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Cabinet Approves 4 Draft Laws to 
Promote Thailand as R&D Hub for 
Automotive Sector in ASEAN Region

On 29 December 2015 the Cabinet 
approved 4 draft laws aiming to promote Thailand 
as a regional hub for research and development 
(R&D) and testing for the automotive industry in 
the ASEAN region.  These draft laws will grant 
some tax incentives to investors in the automotive 
sector in order to help enhance the capability and 
competitiveness of the Thai automotive cluster 
and attract more investment in R&D and testing 
for the automobile sector in the long-run.  Once 
the draft laws are finalized, they are expected to 
take retroactive effect from 1 January 2016.  

Details of the 4 draft laws are as follows:

1. Draft Royal Decree issued in accordance 
with Revenue Codes regarding exemption of VAT, 
which will grant VAT exemption for the 
importation of car prototypes or motorcycle 
prototypes for research, development or efficacy 
testing, which are exempted from excise tax under 
Excise Tax related laws.  In order to be eligible for 
VAT exemption, the importer must be an R&D 
company or laboratory for automotive testing 
approved by the Director General of the Excise 
Department 

2. Draft Royal Decree issued in accordance 
with Revenue Codes regarding deduction of 
depreciation expenses of assets, which allows R&D 
or automotive testing laboratories to deduct the 
depreciation expenses of car prototypes or 
motorcycle prototypes, which are exempted from 
excise tax under Excise Tax related laws, from their 
revenue for the purpose of corporate income tax 
computation.

3. Draft Ministry of Finance Notification 
regarding exemption of excise tax, which grants 
the exemption of excise tax for car prototypes or 
motorcycle prototypes for the purpose of 
research, development or efficacy testing.  The 
prototype must be a car model or motorcycle 
model which has never been sold before in 
Thailand.  The criteria, procedures and conditions 
for exemption of excise tax shall be as prescribed 
by the Director-General of the Excise Department.

4. Draft Ministry of Finance Notification 
regarding exemption of import duty for car 
prototype or motorcycle prototype.  The car 
prototype or motorcycle prototype imported by an 
R&D company or automotive testing laboratory, 
which is approved by the Excise Department for 
carrying out its own R&D activities or efficacy 
testing, shall be eligible for import duty exemption 
based on criteria and procedures to be announced 
by the Ministry of Finance.

The Ministry of Finance revealed that 
although these incentives may lead to lower 
government revenues, the benefit from increased 
investment and employment creation as well as 
the overall competitiveness of the Thai automotive 
sector in the long run would outweigh any 
short-term revenue losses.

Super Cluster Industrial Investment 
Promotion in Thailand

The year 2015 was not the best year for 
the Thai economy. The pace of foreign investment 
in Thailand was not very impressive. Weakening 
demand in China, which is Thailand’s number one 
export destination, resulted in sluggish trade 
between the Asian superpower and Thailand. 
Despite the launch of a series of industrial
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investment stimulus programs, such as last year’s 
7-year Investment Promotion Strategy that 
focused on spurring technology-intensive industry 
and the digital economy, these programs have not 
yet been able to attract foreign investment to a 
sizable extent. Therefore, for 2016 onward to 
2017, the government is implementing a new 
round of incentive strategies, having recently 
approved a new set of investment promotion 
packages – the so-called Super Cluster.  

The thinking behind this newly minted 
strategy is twofold. First, the Government aims to 
establish a set of incentives that support 
investment in the whole supply chain of a certain 
industry. The targeted industries and their 
supporting industries are listed below. The second 
line of thinking focuses on policy that encourages 
location-specific investment incentives, in an 
attempt to group similar investment in specific 
locations. This second part is where the term 
“cluster” derives from. It is intended that 
businesses in the same cluster can enjoy shared 
usage of industrial infrastructures and utilities, 
making it easier for the government to 
appropriately plan its infrastructure investment 
strategy for each region. “The Super Clusters”, 
which are the primary industries being supported 
through this incentive, include automobile and 
parts, electronic appliances and 
telecommunication devices, environmentally 
friendly petrochemical and chemical products, 
digital products, Food Innopolis, and medical tools 
and equipment. The industries on the list indicate 
that the government is maintaining its strategy of 
pushing Thai industries to create high value 
products that utilize advanced technology.

The investment incentives on offer for the 
Clusters are substantial. Super Cluster listed 
industries can enjoy 8 years of Corporate Income 
Tax (CIT) exemptions plus an extra 5 years of 50 
percent CIT reduction as well as a complete 
exemption of import duty. Additionally, as it is 
common for advanced technology industries to 
require foreign expertise, the government has 
granted two non-tax incentives that are specifically 
designed to attracted foreign involvement. This 
includes permanent residency for industry experts 
and foreign ownership of land in the area of 
investment. Businesses that may require these 
incentives are to submit their official request for 
investment promotion to Thailand’s Board of 
Investment (BOI) within 2016, and must begin 
investing before the end of 2017.
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Bolliger & Company Consulting 

Bolliger & Company Consulting Limited is a Bangkok-based consulting 
firm with a proven track record in advising private and public sector 
organizations on a wide range of issues related to trade and 
investment. We are fully committed to delivering the highest standard 
of service and bringing our expertise to bear in helping our clients move 
forward in today’s dynamic business environment.

Highly experienced in fields of expertise that cover customs, legal and 
tax, supply chain, and advisory services, we have played a key role in 
improving the performance of our clients in more than 15 jurisdictions 
including China, Japan, Indonesia, Singapore, and Thailand.

“Clients’ success is our best interest”
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