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Tax on Share Premium



What is Share Premium?

LEGAL ACCOUNTING TAX

1 2 3

• Part of Equity
• Available 

under 
Company’s 
Objective 

• No Limit Under 
Law

• Part of Equity 
or Subsidy ?

• Taxable 
income / Non-
taxable income

• How to 
consider?

Asset

Debt

Equity
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Share Premium : Accounting VS Tax Accounting

Balance Sheet 
(Equity)

Income 
Statement

Cash Flow 
Statement

Tax AccountingAccounting VS

Part of Equity 
(No Taxable) 

Subsidy
(Taxable)

Part of Equity 
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Pitfall of Share Premium Arrangement
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1 Siam Electro Chemical’s Case
(Supreme Court Decision No. 5812/2557 )

Oxydental Chemical 
(USA)

Siam Electro 
Chemical

• Loss with Negative Book Value of Share

• Capital Increase of THB 900 M

• 1,000 share (Par Value: THB 100 per share) 
with Share Premium of THB 900 M by 
Oxydental Chemical

Thai Shareholders

50%

50%

Newly issued shares 
subscription with 
Share Premium



Pitfall of Share Premium Arrangement
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2 NEC Thailand’s Case
(Supreme Court Decision No. 2050/2559 )

NEC (Japan)

NEC Thailand

• Loss with Negative Book Value of share

• Capital Increase of THB 410 M

• Issue only 1 share (Par Value: THB 1,000 per share) with 
Share Premium of THB 409,999,000 by NEC Japan

NEC Engineering TH

33% 
preference 
shares

67% ordinary shares

Newly issued shares 
subscription with 
Share Premium



Share Premium or Subsidy : How to Consider?

Business Purposes

Economic Substance

Substance Over Form
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Capital Restructuring Options and Considerations

3 Debt 
Conversion

Capital 
Restructure

5

2

6
Capital 
Decrease

Dividend 
Payment Ability 

1 Equity / Debt

4

Preference 
Share*

Capital 
Equlization
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Capital Restructuring Case Study : Thai Airways

.

1 2 3 4 5

COST CUT OFF 
FOR MORE 

EFFICIENCY
OPERATION

NO HAIR CUT 
BUT DEBT 

RESTRUCTURE

FUND 
INJECTION TO 

MAINTAIN 
OPERATION

REPAYMENT 
PERIOD 

EXTENSION

DEBT-TO-
EQUITY 

CONVERSION
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REHABILITATION PLAN
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Suwinai is Head Consultant at ONE Law Office Limited. Prior to joining ONE 
Law Office Limited in 2019, Suwinai was an associate in tax practice group at 
a leading Thai international law firm, and a Legal Officer at Thai 
governmental organization. He has over 8 years of experience in client 
service roles in both local and international settings. 

At present, his day-to-day practice focuses on assisting both domestic and 
international clients from a multitude of industries with regard to direct tax, 
indirect tax and international tax matters, as well as handling related work.
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