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ABSTRACT

The key objective of the alien’s right restriction was purposefully originated to protect
the country’s sovereignty and to defend the territory of the Thais but later on, the alien’s right
restriction was intended to protect the economic interests of the country. The first law legislated
regarding the alien’s right restriction was the proclamation of the Revolutionary Council Issue
No. 281, endorsed on November 24, 1972. Subsequently, the Foreign Business Act B.E. 2542 had
been promulgated as the law to command the businesses operated by aliens that had been rectified
to supersede the proclamation of the Revolutionary Council Issue No. 281, endorsed on
November 24, 1972. The Foreign Business Act B.E. 2542 has been effective on March 3, 2000

thenceforth.

The restriction of the alien in operating business according to the Foreign Business Act
B.E. 2542 has not yet been able to enforce practically because of the company’s structure has
always sought the possible ways in avoiding the regulations of the Foreign Business Act B.E.
2542. Such company’s structure always consists of the establishment of the company limited
according to the Thai law, whereas the company’s stock has always been distributed into 2

categories: a common stock held by a foreign company with a stock proportion not exceedingly

(6)



49% of overall authorized capital and a preferred stock which is always being held by an
individual whose nationality is Thai with a stock proportion of not fewer than 51% of overall
authorized capital, associated with rights in receiving a dividend payment limitedly and in lowly
return fashion. The company often limits the right of the preferred stockholder in the company’s
management compared to the right of the common stockholder such as their voting right is merely
stipulated by one-ninth or one-tenth of the common stockholder’s, therefore, the managerial

authority always belongs to the alien.

By promulgating the legislation to restrict the right of the alien, the intention is
deliberately aimed to protect the interests of the people in the country. Generally, such legislation
is determined that the enforced public law shall be considered for the public interests principally.
Therefore, the company established by the alien shall have the Foreign Business Act B.E. 2542

enforced, not enforced by the intention of the Civil and Commercial Code.

Keywords: Preferred stock/Control/Business of the Alien
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