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Alternative methods for recognition of rental property income

and expenses for tax purposes

On 11 September 2018, the Thai Revenue Department (“TRD") issued
Departmental Order No. Tor. Por. 299/2561 (“Tor. Por. 299/2561") in
order to amend Clause 3.4 of Departmental Order No. Tor. Por.
1/2528 (“Tor. Por. 1/2528"). The objective of Tor. Por. 299/2561 is to
eliminate the differences between the recognition of revenue and
expenses from rental property for accounting and tax purposes, for
both the lessor and the lessee of the property.

Previous effect of Clause 3.4

Previously, Clause 3.4 of Tor. Por. 1/2528 provided that both lessors
(i.e. the companies or juristic partnerships carrying on a business of
property rental) and the lessees shall calculate their rental income and
related expenses in each accounting period according to the
proportion of period of rental of property (i.e. on an accrual basis). This
previous version of Clause 3.4 potentially resulted in different revenue
and expense recognition methods for accounting and tax purposes.
For example, based on the relevant accounting standard, the lessee
would apply a straight line method to recognize the rental expenses
throughout the rental period for accounting purposes. However, for tax
purposes, Clause 3.4 required the lessee to recognize the rental
expenses in the periods in which they arose on an accrual basis,
which may result in different amounts of expense being recognized in
different periods (depending on the terms of the rental agreement).
This could result in the rental expense differing for accounting and tax
purposes, in which case the lessee would need to adjust the rental
expense in their tax calculation.

Effect of the amendments

Under Tor. Por. 299/2561, Clause 3.4 now provides that companies or
juristic partnerships who are the lessor or lessee of property may
choose whether to calculate their rental income or expenses on an
accrual basis, or on another suitable basis in accordance with
generally accepted accounting standards for income and expense
recognition. Therefore, if the lessor or lessee chooses to apply an
accounting method which is acceptable under accounting standards
for tax calculation purposes, there may not be a difference between
their rental revenue and expense recognition for accounting and tax
purposes. In this case, the lessor or lessee would not need to make
any further tax adjustment for their rental income or expenses. Under
this Order, if the lessor or lessee has chosen any method for
calculation of rental income or expenses for tax purposes, such
method shall be applied throughout, except where approval to change
method of computation is obtained from the Director-General of
Revenue Department. This Order shall be enforced on the
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computation of income tax of a company or a juristic partnership
whose accounting period begins on or after 1 January 2018 onwards.

Please note that Tor. Por. 299/2561 does not mention about whether
the alternative method can apply to the existing rental agreements
which were executed before 1 January 2018. On the basis that the
effective date of this Order is for the computation of income tax for the
accounting period beginning on or after 1 January 2018, the
alternative method should apply to the rental agreements executed on
or after 1 January 2018.
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