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Abstract

The Principal Purpose Test is a principle utilized to ascertain the true nature
of transactions or arrangements. If such transactions or arrangements have principal
purpose or one of the principal purposes to obtain tax benefits according to Double
Taxation Agreement without economic or business substance, the tax officer possess
the authority to deny tax benefits under Double Taxation Agreement.

Thailand has signed the Multilateral Convention to Implement Tax Treaty Related
Measures to Prevent Base Erosion and Profit Shifting, which came into effect in the
year 2023. Consequently, Thailand is obligated to implement the Principal Purpose
Test. However, since Thailand has never implemented the law or legal measure
to prove taxpayer’s purpose of transaction or arrangement, thus, the lack of clear
guidelines may lead to legal issues resulting in inefficiencies in the application
of the Principal Purpose Test. This article aims to explore the conceptual framework
and essential details of the Principal Purpose Test, examples of its implementation,
analyzing potential issues arising from Thailand’s adoption of the Principal Purpose
Test and suggestions for solutions of the legal issues.

Keywords: international tax, PPT, MLI
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