
Analvsis

N'tr"
Foreign investorssellingpropertyareoften unawareof thecapitalgainsexemptions- here's howitworks

Getting awaywithit
When it comes to tax p ann ng and investment n
Tha and s resident alrnarket, an rnportantaspect
to cons der is how to m n rn se the tax payable on
ca p ta g? ns wl]en selling you r property

Fartoo many rea estate owners invo ved n
propedy d sposa sim p y pay the capital gains tax
because they are unawarc ofthe prov sions in the
Thaitax code thatalowfor exempt on.

c  na  "21 ,  266 3 . , -a  11dg0,or ' -a  r rd
been grant nga tax break to homeowners and
residentia condo owners who sell off thetr property
andthen p! rchase another to be used as the r
primary residence.The tax break ultimately a ows
the ndividual tax payer a tax free property exchange

ui(hheo 5' e,vd \sdwd) tr - thep o' .ol rh"
sale w thout owing any capita ga nstaxtotheTlrai
Reven!e Department.

The policy beh nd thistax lree exchange aims
to encourage expa nsion of the rea estate business
nTha and as wellas pfovidetax re ef for res dent al
properv ownerswho wish to rnove on to a new
property com mensurate w th the fstandard of
ving. tln ke llS Section 1031tax exchange (like kind

e\.Ld geo -arter de.e rede, Fd. go, .ra o,I ee
e,LJd ge .  da ' - 'a a, /  oo$-o.  eqL. .  F .ceol
an interrned ary professional.

Pay attention to certain conditions
How a tax tee property exchange ts accornp shed
caf be comp ex as there are a fumber ofcondit ons
the rea estate owner should be aware of before com-
m ttingto any sale-purchase tfarsaction.

First, the se errnust live in the ex sting proper$/
asthe primary residence and have registered the
househo d n his/her name fora perlod ol at least
oneyearfrom the date of acqu sit on.Thetax break
does notapplyto propedes held so ely for bus ness
0r nvestrnent plrrposes, where tl're regu arcapital
ga ns rure app es.

Second, suchsellers must purchase a new
property withif one yea r prior to, or one year att€ ,
t l 'resaleoltheexst fgproperty. n addton ihe few
properly rnust be usedon yforresdenta p!rposes.- "ea-  

our .o  p ,a rprOnt ( , .a l r  aed0/  p la l
ence tothe otfic alest mated prlce ofthe propeiiy at
the t me ofsale, wh ch may be ower or higher tha n
the rnarketvalue, but m ust not exceed the price of
the new property The Vpes of property that qua ly
for cap talga nstax exernptions are house struc
t!res houseswith and, structures with landand
residential condos The exempt on does not app yto
vacantlan0.

Thereforewith some prudent panning, tis
poss ble to make sornega ns from the propelty
exclra nge tax exem ption

our examples be ow cover sorne lpical s tua
tonsthat ustrate just how the exemptof app es
in practice.

Gase I
Mr Smlth, a western expatf ate, arfived nTha land
two years ago and has been iving in a BtTm
condom nium unit hepurchased in the S!kh!rnvit
Road area of Bangkok. immed ately after buyingthe
cofdorn n um, he managed to fegister the un trn
his narne

Two years have now passed s nce he I fst settled
fThailand and Mr.Snr th is keen io make a move to a
few luxury lo\.ii r se condo recently com p eted lnthe
prime Sathorn Silom bus nessdistrict.

Ta king adva ntage ofthe tax free exchange
scheme N/lr. Smith can nowsel hisSukhumvttcon
dorniriumand purchase the newcondominium n
Sathorn-Sl om witholrt the need t0 pay any personal
income tax on tlre cap tal ga ns derived from the sa e
ofhsf rstcondo.

G ven the otficia est mated price of the
Sukhumv t condo of BtBm, !nder thetax break.
Mr.Sm thcansave upto Btl46.000ofh s personal
ncometax liab ibr,which under normalc rcurn
stanceshewould otherwse needto pay ntheforrr
oT rncometax

l\l r. Sm th enjoys not on y the tax-erem ptron on
hs condosale, buitheincrease n va !eoih s prop
erty, because his Sukhlrmvlt condo s berngsnapped
r.rpforBtl0m tha nks to the strong demand for
condos in the Su khumvit a rea.

The quest ons sthen raised.whethert s
possible or not fora non permanent resrdent alien to
rcg ster his name in the holseho d registration when
purchas nga condominium un t nThailand

The answer argely depends on the b,pe of
mmrgration visathe person holdsand the d scretion
of the otf c als of the D strct Otf ce Therefore, ever I
for foreignerswho do not hold permanent res dence

ln Thailand, t is still possib e to register a household
In tfte t narne

Case 2
When l\y'r Ryan cametoThatand he dec ded life
outsidethe c ty slr ted him betterand consequently
moved to Pattaya where he purchaseda ong-stay
villa near N,4abprachan lake east of the resort town

Due to restrict ons or] foreign ownership of and.
Mr. Ryan neededtoentef ntoa and easedealof-
fered by a oca deve operwho owns the land, wlr ch
features a 3o'year inttial l-"aseho d w th the option
of renewa for another 30 years Underthls ease
agreemert. [,4r. Ryan hasthe righttose thelease
Jor the remainingyears ofthe easehold whenever he
w shesto do so.

Mr. Rya n then went on to hire a coftractor to
buid aTha Bali style four-bedroon, two storey pool-
v lla complete with a kop ca afdscaped garden and
an automat c gate. Upon obtaining the househo d
reg stration ayellow book - lvr. Ryan reg stered
his name n the book,and sohe hasnowbeenthe
registered owner for a rnost 5 years.

onedaywhlestro inga ong Pattaya beach.a
p^ lu .  r  bpa( -  01[  odo- l tntun '  dugh hi5e/p

and he dec ded to reserve one untt factng the beach
ash sluture primary resdence.

W th the he p ofa rea estate brokel lvr Ryan
managedtose h s remaining 25year leasehold
lpl\option. o e pwlo d.oth6r )o)ed n. . tv"
ofihe house)to another expatr ate for Btl4m. Wlren
the olficial estimators priced the pfoperty ata rnere
Bt10 [y'i] on, Mr Ryan was told by histaxadvisorthat
hewou d be requ red to pay a personalincome tax
of 8t355,000, u n ess he opted to fo ow the taxjree
e. rhdrgp .  dp ' - fpT  d iPeven- " {  oOF w- . ' fe
prompt y d d.

Within a year ofse ling h s o d property and the
easehold, Mr Ryan re nvestedallthe proceedslnto
the newcondo and managed to transierthe owner
sh p of the new condo. A this was done witholt
ncurr ng afy tax ability on the capital gains ol hls
properly sa e N/lak ng use ol this tax free excha nge
can ead to sorne very s g| ficantyet lawfultax
sav ngs.0fcourse, carefulattent on must be paid to
alltheterms and conditions ofthese rules Fa lre
to fo owthem can res!lt ln yourtax freeexchange
beifg chalenged 0r ev""n d sallowed by the Revenue
Department.Yourtax adv sorshou d therelore wofK
witlr you to try and cap ta se on the potent algains of
tlr struy beneficial text exempt on.

a t r
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