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BOI’'s new investment promotion strategies aim at restructuring Thai
economy

Direction of investment promotion from past to present

Economic
restructuring

Sustainable

Thailand investment
investment
( \ year
—— (economic and .
e\ Gon sl political crisis) | -New vision
e N\ "/ _sustainable
Financial AR - Special investment
[ Trade& ) el \ J  measures and  policiy
industrial - Amendment incentives
( \| liberalization |\ ) of Act no
for the country - 2001
; - Relaxation of
D 240l \2ndregions ) investment -Increase CAP
promotion promotion - Adjust the
Import criteria rules and
First substitution . _ regulations to
Industrial - Industrial Promotion Act, 1977 conform
. \ ) (amended 1991) WTO’s
Promotion - Eastern Seaboard Development -Focus on
Act - Investment Promotion proactive
) for Industries Act, marketing
) L?g;ségg:q 1960 strategy
Act, 1954 - BOI founded in 1966
1954-1957 1958-1971 1972-1991 1993-1996 1997-1999 2000-2007 2008-2009 2010-2012 2013-2017

Source: SCB EIC based on data from Board of Investment (BOI) Thailand
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Focused and prioritized promotion instead of broad-based;
reduce basic tax incentives

New investment promotion direction for Thai Economy restructuring

» Incentives vary depending on the importance of activity

Broad-based investment ~ Focus & prioritized . Different incentives between new and re-investment
promotion investment promotion

projects

:  Reduce basic tax incentives

Sector-based incentives Sector & Merit-based « Provide additional incentives based on projects’ merits to
incentives encourage competitiveness enhancement activities such as

R&D, environmental protection etc.

: * Abolish zone-based incentives
Zone-based incentives Promotel new regional + Promote new industrial cluster in each region or border
clusters area to create new investment concentration

: : Tax incentives & » Focus on facilitation through non-tax incentives
Tax incentives — facilitation —oriented  Improve investment rules and regulations, reduce barriers
oriented promotion promotion to create better investment environment
 Integrate supports from various government agencies

_ Promote both inbound » Promote overseas investment more actively in order to
Pro_motetlnbthand and outbound increase the competitiveness of Thai businesses
INVESIMeEN investment

» Set clear KPIs to measure benefits and cost-effectiveness

Evaluation by ; of investment promotion
B Evaluation by outcomes P

Source: SCB EIC based on data from Board of Investment (BOI) Thailand
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Tax incentives will be given to the activities that are highly
important for economy restructuring, while promotion for 80
activities will be cancelled

Activities and incentives under new strategy

Subgroup | No. of | CIT exemption Import duty Import duty

activities exemption on | exemption on raw
machinery materials for export

A: Activities that are granted CIT 8 years

. . 3 v v v
incentives Al 10 (without cap)
i+l
Al 2 8 years + merit v v v
(to uncap)
A2 35 5 years + merit v v v
A3 34 3 years + merit v v v
B: Activities that are granted import B1 8 - v v v
duty exemption on machinery,
and raw materials and non-tax B2 9 - v - v
incentives
B3 2 - - v v
B4 4 - - = v
C: Exit group C 80 - - - -

1 Merit-based incentives are grants on the basis of 1) ratio of R&D per sales- if the ratio is more than 3%, the cap limit for CIT exemption will be unlocked, 2)
environmental standard, such as the ISO 14000 certification or reduced carbon footprint and 3) establishing operations in industrial estates or industrial
zones that are promoted

2 Non-tax such as permission to own land, permission to import foreign experts
Source: SCB EIC based on data from Board of Investment (BOI) Thailand
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There has also been a new classification of ten industry groups

Classification under new strategy

Industry group Al1* (8 yrs, Al A2 A3 Bl B2 B3 B4
no cap) (8yrs) (5yrs) (3yrs)
Industrial foundation 1. Basic infrastructure and logistics 1 - 4 1 1 2 - -

2. Basic industry = 5 9 10 4 2 2 =

3. Medical device and scientific ) 5 3 3 1 2 ) )
equipment

4. Alternative energy and 1 6 2 } ) ; } )
environmental services

5. Services that support industrial 5 _ 1 _ ) 1 } 1

sector

Advanced core
technologies that helps 6. Advance core technologies 1 1 = 1 = = = =
elevating Thai industry

Industries that are 7. Food and agricultural processing : 2 2 5 ) 2 } )
developed from domestic industry
resources and Thainess
8. Hospitality and wellness - - 3 - - - - 3
Industries that Thailand is 9. Automotive and other transports ) 6 1 3 1 ) ) )
competent to be a equipment
global’s manufacturing i i
base (global supply chain) 10. EIe(_:trlc and electrical 2 ) 10 11 1 _ _ _
appliances
10 22 35 34 8 9 2 4

Source: SCB EIC based on data from Board of Investment (BOI) Thailand
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Based on previous classification, only electronic industry and
electrical appliances and services and public utilities are granted
highest tax incentives

Section of activities under the new strategy

Section of activities A1* (8 yrs, Al A2 A3 Bl B2 B3 B4 Total C
no cap) (8yrs) (5yrs) (3yrs)

1. Agriculture and agro-

industries i > . > i Z - i L 12
2. Mining, ceramics and basic ) 3 5 4 1 5 1 ) 16 9
metals
3. Light industry - 2 3 2 2 1 - - 10 21
4. Metal products, machinery ) v 4 6 1 ) 1 ) 19 11
and transport equipment
5. Electronic industry and 5 1 11 11 1 ) ) ) 26 1
electrical appliances
6. Chemicals, paper and plastj - 4 1 4 2 - - - 11 7
7. Services and publi 8 2 8 2 1 4 - 4 29 17
57U 10 22 35 34 8 9 2 4 124 78

1) Electronic design: micro electronics design Biotechnology 5) Calibration services
and embedded system design Energy service company 6) Engineering design
2) Manufacture of embedded software Research and development 7) Technological industrial estate/zones
Scientific laboratories 8) Vocational training centers

Source: SCB EIC based on data from Board of Investment (BOI) Thailand
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Promotion of activities in section 3: Light Industry is likely to be
cancelled the most as they require large amounts of labor and
low technology

Reasons to exit some BOI- promoted activities

©)

Aun:

7

Low value-added, low technology,
low complexity of production
process, low linkage with other
industries, labor intensive and
common businesses which do not
require promotion

They have environmental problems
or consume a lot of energy.

They are concession or monopoly
activities under State protection

BOI promotion conflicts with
relevant laws and regulations

Such as hydroponic cultivation, slaughtering, primary rubber, glass
packaging, consumer plastic products, paper articles, abrasive paper, body
care products, tea and coffee, snack, candy, chocolate, gum, trawling nets,
e-commerce business, medium or low income housing

Such as smelting, marble or granite mining, fire-resistant materials or heat
insulation, manufacture of ferro-alloy, and tanneries

Such as concession roads, satellite telecommunications, telephone services,
mass transit electric train

Such as hospital activity that conflicts with The Statute on National Health
System

SCB EIC based on data from Board of Investment (BOI) Thailand
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Currently, the draft of new strategies is in the process of public
hearing, expect only slight changes though

Time frame for implementing new strategies

1. Organize public hearings in Bangkok and the regions January - February 2013

2. Present the results of public hearings, together with the March 2013
new strategies, to the Investment Promotion Policy
Subcommittee and the Board of Investment

3. Announce new investment promotion strategies and March 2013
criteria

> Expect to come into effect in mid-2013

» Organize seminars to promote new strategies in Bangkok,
the regions, and overseas from April 2013 onwards

7ian:  SCB EIC based on data from Board of Investment (BOI) Thailand
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Overall, EIC expects only slight impact on applications for
investment promotion

EIC’s view on new investment promotion strategies

> There should not be much impact on applications for investment promotion.
This is because the majority of businesses that apply for investment promotion (up to
60% of all investments) are in section 4 (Metal products, machinery and transport) and 5
(Electronics and electrical goods). Most businesses in these categories still receive at
least 5 years of tax benefits.

» The success of new strategies will, in part, depend on clarity of the
implementation of the facilitation of investment to compensate for reduced
tax incentives, particularly improving investment rules and regulations and reducing
barriers and creating coordination between the private sectors and various education
institutions

> The new strategies would be a mechanism to encourage businesses to create
more value-added and enhance operation effectiveness through using high-
end technology. The new strategies will provide advantages for businesses that focus
on Research and Development, which will eventually create more value-added (through
merit-based incentives), and for businesses that focus on sophisticated technology. This
will encourage other businesses to follow in the same direction and enhance Thailand’s
competitiveness in the future.

Source: SCB EIC Analysis
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Disclaimer
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The information contained in this
document has been obtained from sources
believed to be reliable. However, neither
we nor any of our respective affiliates,
employees or representatives makes any
representation or warranty, express or
implied, as to the accuracy or
completeness of any of the information
contained in this document, and we and
each of such persons expressly disclaims
any and all liability relating to or resulting
from the use of this document or such
information by the recipient and any
persons in whatever manner.

Any opinions presented herein represent
the subject views of ours and our current
estimates and judgments which are based
on various assumptions that may be
subject to changes without notice, and
may or may not prove to be correct.

This document is for the recipient’s
information only. It does not represent or
constitutes an aadvice, offer,
recommendation, or solicitation by us and
should not be relied as such. We or any of
our associates may also have an interest in
the companies mentioned herein.
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