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ABSTRACT

Once their incomes are obtained, legal Professionals - particularly lawyers and legal
consultants - shall have the duty to bring their received income for an assessment and a payment
of personal income tax and the Valued Added Tax (VAT). The Thai Revenue Code stipulates that
only three categories of income shall be assessable income according to section 40, including
income derived from employment according to section 40 (1), income derived from the
production of goods to order according to section 40 (2), and income derived from independent
professions according to section 40 (6). Apart from that, legal professionals have the duty to pay
for the VAT, assessed by income derived professional services. However, in accordance with
section 81 (1) (i), the VAT shall be exempt on the provision of legal services — the litigation fee only.

According to the study, it was found that the collection of the tax from lawyers and
legal consultants contradicts the principle of legal certainty. This is because the separation of
income derived from the production of goods to order according to section 40 (2) and income
derived from the provision of independent professional services according to section 40 (6) is
still unclear. In other words, the expenses can be deducted at a different rate for different
categories of assessable income, according to the laws. This unfortunately enables taxpayers to
use these differences as legal loopholes, thus distorting their economic activities, or avoiding to
pay the full amount of the payable taxes. Moreover, the fact that the Thai Revenue Code provides
that the VAT is exempt for the litigation fee only, contradicts the principle of vertical equity.
Furthermore, income of lawyers and legal consultants may come from various sources and it is
therefore difficult to trace the sources of such income. The lawyers and legal consultants,

consequently, can use these loopholes to evade tax by failing to declare their payable taxes.



The amendment of section 40 of the Thai Revenue Code on clarifying the distinction
between assessable income of lawyers and legal consultants is therefore recommended. Also, an
amendment can be made as to the deduction of expenses of independent professionals according
to section 40 (6) so that a lump sum deduction of expenses is abolished and expenses may only
be deducted at an appropriate rate as necessary so as to deter a tax evasion by lawyers and legal
consultants. Apart from that, the provisions on the collection of the VAT from lawyers and legal
consultants should be amended by amending section 81 (1) (i) of the Thai Revenue Code, so that
the provision conforms to the principles of legal certainty and vertical equity. The provision
should explicitly state that the exemption of the VAT on litigation fee shall include litigation fee
received from a juristic person or a registered partnership, and that the VAT shall be exempt for
litigation fee of cases in which its capital does not exceed 5 million Baht. Any cases in which
capital exceeds 5 million Baht shall not be exempt from the VAT. Regarding the measures
preventing the tax evasion by lawyers and legal consultants, it is suggested that the government

imposes a heavier punishment on tax evaders than the sentences currently provided.
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* GOV.UK. (2557). Tax Allowances and Reliefs if You're Self - employed, FUAU 3 WNTIAN 2558,
From http:// www.hmrc.gov.uk /incometax/relief-self-emp.htm
“ Fixed Deduction. Retrieved November 30, 2014.
Y Income Tax (Earnings and Pensions) Act 2003 section 328.
* Income Tax (Earnings and Pensions) Act 2003 section 366.
® Other Expenses : Flat Rate Expenses : Table of Agreed Amounts For 2008/09 onwards. Retrieved
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% (2) If apart from this subsection -
(a) a deduction would be allowed under Chapter 4 of this Part (fixed allowances for employee’s
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(b) the employee would be entitled under another provision to a deduction for an amount paid in
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*' Income Tax (Earnings and Pensions) Act 2003 section 367.
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