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Although Lotrenz & Partners always pays great attention on updating information provided in newsletters and brochures, we
cannot take responsibility for the completeness, correctness or quality of the information provided. None of the information
contained in this newsletter is meant to replace a personal consultation with a qualified lawyer. Liability claims regarding
damage caused by the use or disuse of any information provided, including any kind of information which is incomplete or
incorrect, will therefore be rejected, if not generated deliberately or grossly negligent.

I. Reasons for the Dissolution of a
Company

According to Sec. 1236 CCC a company is
dissolved:

» In the case, if any, provided by its
regulations;

» If formed for a period of time, by the
expiration of such period;

» If formed for a single undertaking, by
[reaching] the termination of that
undertaking;

» By a special resolution to dissolve;

» By the company becoming bankrupt.

According to Sec. 1237 CCC a limited company
may also be dissolved by the court on the
following grounds:

» If default is made in filing the
statutory report or holding the
statutory meeting, unless the court
directs that the statutory report be
filed or the statutory meeting is held,
as it may deem fit;

» If the company does not commence
its business within a year from the
date of registration or suspends its
business for a whole year;

» If the business of the company can
only be carried on at a loss and there
is no prospect of its fortunes being
retrieved;

» If the number of the shareholders is
reduced to less than three;

» If there are any other reasons which
render the company unable to
maintain its operation.

I1. Dissolution and Liquidation Process

Sec. 1247-1273 CCC are the applicable
provisions in the event of liquidation of a
private limited company in Thailand.

In case the company shall be dissolved by a
special resolution, this resolution has to be
passed by a majority of not less than three-
fourth of votes present (Sec. 1194 CCC). The
process will take from 45 days to 90 days as fol-

lows:

1. The directors or the shareholders of the
company have to ask for a special
shareholders’ resolution to start the
dissolution process. Therefore,
invitations for such kind of meeting have
to be sent out to all shareholders. Notice
of the summoning of the general
meeting for dissolution shall be
published at least once in a local
newspaper and sent by post with
acknowledgement of the receipt to every
shareholder whose name appears in the
register of the shareholders not later than
14 days before the date fixed for the
meeting (Sec. 1175 CCC) unless a longer
notice period is required by the Articles
of Association of the company. The
invitation must mention the topic
“dissolution of the company”.

2. At the general meeting at least one-
fourths of the total shares must be
present to achieve a quorum (unless
stated otherwise in the company’s
Articles of Association). The present
shareholders who are eligible to vote
have to vote in favour for the dissolution
and pass the resolution by a majority of
not less than three-fourth (at least 75%)
of votes present (Sec. 1194 CCC).

© Lorenz & Partners
Tel.: +66 (0) 2-287 1882

July 2021

Page 2 of 6

E-Mail: info@Ilorenz-partners.com



mailto:info@lorenz-partners.com

Newsletter No. 9 (EN)

3. The directors shall become the
liquidators unless otherwise provided by
the Articles of Association of the
company. The dissolution of the
company and the name of the liquidator
must be registered at the Department of
Business Development (DBD), Ministry
of Commerce within 14 days after the
date of dissolution by the liquidator (Sec.
1254 CCQC).

4. The liquidator has the following duties:

>

To settle the affairs of the company,
pay back the debts and sell out all
assets of the company (Sec. 1250
CCC);

To notify the public by advertisement
at least once in a local newspaper that
the company is dissolved and that its
creditors must apply for payment to
the liquidator(s), and send a similar
notice by registered letter to each
creditor whose name appears in the
books or documents of the company
within 14 days after the date of
dissolution or after the date of
appointment (Sec. 1253 CCC);

To deposit the amount due to a
creditor as described by the
provisions of the CCC concerning
deposit in lieu of performance, if he
does not apply for payment (Sec.
1264 CCC);

To apply to the Court to have the
company declared bankrupt, if he
finds  that after all of the
contributions or shares have been
paid, the assets are still insufficient to
meet the liabilities (Sec. 1266 CCC);
As soon as possible, make a balance
sheet and have it examined and
certified by the auditors, and he must
summon a  general meeting
(Sec. 1255);

To summon the general meeting in
order to approve the balance sheet
and/or to approve the report of the
liquidation (Sec. 1256 CCC);
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» To file a report every 3 months on the
progress of the liquidation and
deposit that report at the Registration
Office, showing the situation of the
accounts of the liquidation. Such
report shall be open gratuitously for
inspection to the shareholders or
creditors (Sec. 1267 CCC);

» To summon a shareholders’ meeting
at the end of every year from the
beginning of the liquidation and lay
before this meeting a report of his
activities and detailed account of the
situation, if the liquidation takes more
than one year (Sec. 1268 CCC);

» To arrange payment all costs, charges
and expenses properly incurred in the
liquidation in preference to other
debts (Sec. 1263 CCC). The assets of
the company may be divided among
the shareholders, if they are not
required for performing all the
obligations of the company (Sec.
1269 CCC).;

» As soon as the company liquidation
process is completed, to provide an
account of the liquidation showing
how the liquidation has been
conducted and the property of the
company has been disposed of. The
liquidator shall summon a general
meeting for the purpose of providing
the account and give an explanation
(Sec. 1270 CCC).;

» After the accounts are finally
approved, to register the proceedings
of the meeting with the DBD within
14 days. Such registration is
considered as the end of the liqui-
dation process. The company ceases

to exist as a legal entity.

III. Liquidation and Taxes

Upon submitting an application for dissolution,
the Revenue Department, as the creditor for tax
liability, is entitled to object the dissolution of
the company if it believes that the company has
any outstanding tax liability.
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The company must return the company’s
taxpayer card to the Revenue Department
within 60 days from the date at which the
Ministry of Commerce accepts the registration
of the dissolution (the “dissolution date”, see 11,
3.). In addition, if the company is registered for
VAT, it must also give notice of the cessation of
its business and return the VAT registration
certificate to the Revenue Department within
15 days from the registration date of the
dissolution with DBD (sec. 85/15 Revenue
Code).

The corporate income tax return for the period
ending on the dissolution date must be filed
within 150 days with the Revenue Department
together with the adopted and audited financial
statements for the period.

Under the Revenue Code, the Revenue
Department has the power to investigate tax re-
turns for a period of two years. It can extend the
investigation to a period of up to five years in
case there is any evidence or suspicion of tax
evasion. The scope of examination will depend
on the facts and how well the company has
complied with the tax regulations in the past.

In case the company had controversies with the
tax authorities during the last years, it should
consider leaving the company dormant for a
period of at least two years before entering into
the dissolution process, so that the tax
prescription period of two years expires. Even
though the company is dormant, it still has the
duty to file corporate income tax returns, have
the accounts audited annually, and submit the
audited financial statements to the Ministry of
Commerce.

In case the entite business and assets are not
transferred, the VAT on outstanding assets is
due on the dissolution date even if the assets
have not yet been sold or transferred.

In case there is any outstanding input tax not
yet due on the dissolution date, the company

claim the input tax received after the dissolu-
tion, because it is no longer an entrepreneur
for VAT purposes. Therefore, the company
should arrange to receive all outstandin
input tax before the dissolution date.

The company has an obligation to also notify
the Social Security Office of its closure within
the 15th day of the month following the
month when the dissolution is registered with
the DBD. In addition, if the company has
obtained any particular government licenses,
e.g. BOI Certificate, Foreign Business
License, Factory License, these must also be
cancelled and returned to the government
authorities as per the rules and conditions
prior to the dissolution.

While the actual dissolution process is pretty
straight forward as long as the company has
enough assets to pay for its obligations, the
tax audit side of it usually delays the actual
completion of the liquidation process. In our
experience, the process takes between 1 and
3 years to complete.

IV. Liquidation and Severance Payments

The dissolution has to be considered as a
termination of employment for which the
employees must be compensated according to
Sec. 118 of the Labour Protection Act. The
amount of severance payment is dependent
upon the time the employee has been working
for the company. The rates are as follows:

Years of service in the | Severance pay
compan
More than 120 days | atleast 30 daily wages
but less than 1 year:
1 year or more but less | at least 90 daily wages
than 3 years:
3 years or more butless | at least 180 daily wages
than 6 years:
6 years or more butless | at least 240 daily wages
than 10 years:
10 years or more but | atleast 300 daily wages
less than 20 years:

cannot claim such input tax invoice before 20 years o more: at least 400 daily wages
receiving the related tax invoices from its
suppliers. In addition, the company cannot
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The period of employment includes holidays,
leave days and days on which the employer has
been given order to stop working. The payment
is calculated at the average wage rate during the
last 30 days before termination. In addition to
this, the employer must pay remuneration in lieu
of the unused annual leave to which the
employee is entitled.

The company must withhold personal income
tax for its employees. The severance payment
and remuneration for unused annual leave must
be included in the computation of the personal
income withholding tax.

V. Liquidation and Liability of Directors

According to Sec. 1169 CCC, claims against the
directors for compensation for damages caused
by them to the company may be entered by the
company or by any of the shareholders. Such
claims may also be raised by the creditors of the
company in so far as their claims against the
company remain unsatisfied. However, these
claims cannot be asserted after the liquidation of
the company is completed.

We hope that the information provided in this newsletter is helpful for yon.
If you have any further question, please do not hesitate to contact us.

LORENZ & PARTNERS Co., Ltd.
27" Floor Bangkok City Tower
179 South Sathorn Road, Bangkok 10120, Thailand
Tel.: +66 (0) 2-287 1882
E-Mail: info@lorenz-partners.com
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Timetable of a Liquidation

Action Timing Place Requirement
1. Holding a first | Prior to the desired date of | Company’s Office | Special shareholders’ resolution, held not
shareholders’ dissolution. less than 14 days apart and passed by
meeting three-fourth of votes present, to dissolve
the company and appoint the liquida-
tor(s) and auditor(s).
2. Registering  the | Within 14 days from the date | DBD, Ministry of | Liquidator to register:
dissolution ~ with | of dissolution approved by | Commerce - the fact of dissolution of the company,
DBD the company - the name of the liquidator and
registrar will issue confirmatory affidavit
3. Shareholders’ As soon as possible after | Company’s Office | Liquidator to prepare a balance sheet to
meeting to obtaining Commercial Reg- be audited
approve balance istrat’s affidavit (see item 2 Convene general shareholders’ meeting
sheet above) to approve balance sheet, confirm ap-

pointment of liquidator(s)

4. Notifying the
public of the
dissolution

Within 14 days from date of
dissolution approved by the
company

In a local

newspaper

Notify the public by advertisements that
its creditors must apply to the liquidator
for payment of any outstanding
obligations

Within 14 days from date of
dissolution approved by the
company

Registered letter of
each
whose names ap-
pear in the books
or documents of
the company

creditor

Notify the creditors that they must apply
to the liquidator for payment of any out-
standing obligations

5. De-registering the
VAT with RD

Within 15 days from date of
dissolution approved by the
company

Revenue
Department

Notify the Director General of the disso-
lution

Submit VAT registration certificate or
specific business tax certificate, as the
case may be, for cancellation

6. Liquidator report | 3 months after date of dis- | DBD, Ministry of | Liquidator to file reports regarding the
submission solution approved by the | Commerce liquidation progress
company, and thereafter at
successive 3-month intervals
7. Filing a corporate | Within 150 days from the date | Revenue File a final corporate income tax return
income tax return | of issue of affidavit by | Department
(P.N.D. 50) Commercial Registration De-
partment  approving  dis-
solution

8. Convening and
holding a second
shareholders’
meeting

As soon as possible after
completion of liquidation but
after the Company receives
the notification letter from the
Director-General of the RD
approving the striking-off of
its name from the VAT
register and/or SBT register.

Company’s Office

Liquidator prepates full report of con-
duct of liquidation and disposal of the
company’s property

Convene sharcholders’ meeting to
approve the liquidation report

9. Registering the

Within 14 days of the second

DBD, Ministry of

Register the completion of the

completion of the | shareholders’ meeting Commerce liquidation process
liquidation

10. Returning the | Within 60 days from date of | Revenue . L
company’s tax | issuance of affidavit by DBD | Department File an application
identification approving dissolution Submit original taxpayer ID card for
number (TIN) to cancellation
the RD

11. Returning all | Within 14 days of share- | DBD, Ministry of | Return all corporate books, accounts and
corporate books holders’ meeting referred to | Commerce documents

in item 10 above
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