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Circular 111/2013/TT-BTC
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A. Tax administration

Hierarchy of tax authority

1.
2.

Hierarchy of tax legislation

ax registration

w

Tax filing & payment

o &

Other notes

£ 2004 KPMO Limited, s & memar Brm I8 Swina aniity, AN nghis reserved.

General Department of Tax

(GDT)

Provincial Tax Departments

District Tax Offices

Corporate Income Tax
Domestic VAT and Special Sales Tax
Foreign Contractor Tax
Personal Income Tax
Other taxes

Import/Export taxes
Import VAT/SST at importation

1M KPMO Limiee, s Viemamese Bmed fiem of ke HPMS Fern h & S amiy. AR
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2. Hierarchy of tax legislation

LAW
(National Assembly)
DECREE
(Government)
CIRCULAR
(Ministry of Finance)

OFFICIAL LETTERS

T FainTal

(GDT) (GDC)

COMPULSORY/
RULE OF LAW

INTERPRETATIC
REFERENC OFFICIAL LETTERS

(Provincial Departments)

Legal base: Circular 80/2012/TT-BTC dated 22 May 2012
Circular 156/2013/TT-BTC dated 6 November 2013

amriRr R e A= = AT W 2w

General timeline: within 10 working days from obtaining the
Investment Certificate or having tax liabilities

Tax code: 10 digits and 13 digits (branch, representative office,
business points)

N1Nz N3NgNsNgN7NgNg Nqg) (N14N12N4g
T 127713
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4. Timeline for tax filing and payment

Corporate + Quarterly filing v within 30 days of next quarter
Income Tax (provisional)
{IJCIT”]

+ CIT finalisation return v \yithin 90 days of next fiscal year

« Transfer of real-estate v \ithin 10 days from having tax
or capital liabilities
Value Added + Monthly VAT filing ¥ within 20 days of next month
Tax (“VAT”) . Quarterly VAT returns v within 30 days of next quarter if
(No VAT finalisation) satisfied with following conditions:
o Total revenue of previous year Is
equal or less than VND20 billion

o Operating for at least 12 months

o |

s1on . & member g . L# Swins sntiy. A rights irserved,

Personal « Organisation:
Ir:con:eTax o Quarterly PIT returns (in case of v within 30 days of next
(“PIT") filing VAT per quarter or filing VAT guarter

per month with PIT liabilities lower
than VIND50 mii)

o Monthly PIT returns (in case of v" within 20 days of next
filing VAT per month and PIT month

liabilities higher than VND50mil)
+ Individuals directly filling and paying
tax on employment income v within 30 days of next
o Quarterly PIT returns quarter

o ) v within 90 days of next
« PIT finalisation return (applicable for tax year
organisations and individuals)

san Vietan member fam o the s weMG ¥ )& SwEh a0y, A R reRRreL 7
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4. Timeline for tax filing and payment (Cont’)

Foreign * Register separate 10- v within 10 days from the date of
Contractor digit tax code making first payment and
Tax (“FCT") applicable for all foreign
contractors.
* FCTreturns v Within10 days from the date of

making payment. Where there are

ALY ALIAPG ARG ALY S

many overseas payment ina
month, monthly FCT declaration
may be applied.

+ FCT finalisation return v/ 45 days from the termination of
contract with foreign parties

s00 X 3 e e B o1 the wEuG r o Swoms wniify. A raivis reverveid.

L]

Import/ + Tax declaration:

L e L=, =

Export o Export
tax o Import

v’ tax declaration should be submitted at least 8 hours
before transportation vehicle leaves

v’ tax declaration should be submitted before or within
30 days from the date the goods arrive at the border
gate

* Tax payment

o Export v" Tax payment should be paid before releasing goods
goods:

~ lmnart v Tax naymeant should he naid hefare custome clearance

S amipoit pay L shoulc De paid pbefore customs ciearance.
goods: Except for:

> Import for export production : within 275 days from
the date of registering customs declaration with certain
conditions

» Temporary import for re-export: prior to customs
clearance without guarantee or within maximum 15 days
from date of re-exporting with guarantee

Guarantee period is maximum 30 days from the date of
registering customs declaration. In addition, late

pay lied:

7« b sy 48 ez et 9
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5. Other notes

= Availability of deadline extension: yes, in case of force majeure, maximum
extension is 30 days for periodical tax filing and 60 days for tax finalisation

= Online tax filing:

» According to Item 10, Article 7 of the Amended Tax Administration Law (with
effect from 1 July 2013):

“10. In case the tax payer doing business in a locality with information
technology infrastructure shall make declaration, pay tax, and make transactions
with the tax authority via electronic instruments as prescribed by the laws on
electronic transactions”.

» In practice, businesses can opt to make online filing or paper filing depending on
their circumstances and infrastructure.

» Relationship between tax accountants (tax agents) and tax payers: Tax
agents act on behalf of tax payers to file tax returns/tax exemption dossiers and
liaise with the tax authorities on relevant tax issues of the tax payers in
accordance with the tax agent contract. The role of tax agents is formalised

The role of tax agents ised under
the Tax Administration Law.

£3014 KPMO Limitec_a Viwtn amess Baite L] fores Y "} Swie ankity. All fghts iesereed

1. Tax audit statistics

2. Penalties, regulatory limitations & enforcement

3. Tax litigation procedures

£ 1014 KPMO Limited. 5 Vietnamase Brmiied Bab Rty £ sempany snd 3 member flem of the e KEMG

) & S iy, AN raRE reerad,
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1. Tax audit statistics
Tax policy trends

Aggressive tax collection nationwide on all taxes

Extensive tax audit/inspection focusing on continuing loss-making

A o A

hUIIIPﬂIIIEa
Tax incentives granted now increasingly constrained/challenged
Stricter implementation and interpretation of tax rules

Rigorous enforcement measures inciuding severe penaities and interest
charges

Decentralisation of appeal handling procedures making tax appeals more
onerous for taxpayers

2014 KPMO Limited, 8 Vit amans Smited §at ity ompany and 4 meser Sm L8 S wnidy. AN rigsis reverved,

Tax audit environment /

L)
."

According to Decision 2180/QD-TCT dated 27 December 2012, GDT
plans to inspect 8,747 companies throughout the country in 2013. Primary
focus of tax inspections are large scale companies, loss-making with
signs of transfer pricing, tax incentive entitlements (see details next slide).

Decision 1250/QD-BTC effective 21 May 2012 approving the Action Plan
for Transfer Pricing Management in the 2012-2015 period: at least 20%
cases of annual tax audits will be devoted to transfer pricing.

Official Letter 14/TCT-CC dated 10/10/2013 instructed transfer pricing
audits in quarter 1V/2013 in respect of 42 companies in garment, textile
and footwear production and processing
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1. Tax audit statistics (Cont’)
Tax audit & inspection targets

8,747 businesses nationwide to be inspected in 2013 (GDT)

s bl ol

YT SN
A duLlniuniues)

s o I S

63,239 tax audits at taxpayers’ premises (including post refund audits)
nationwide (by local t

Targeted sectors: pharmaceuticals, real estate, power, energy, post &
telecommunication, mining, tourism, online trading, etc.

Businesses with related party transactions & transfer pricing problems

3
» Businesses making continuing losses
» Large tax debtors

»

Tax incentive riders

» Businesses not yet tax inspected or audited

(Source: Decision 2180/QD-TCT of GDT)

S200 KPME Limited. breied L firms KM Inieirational™), s Swins snisy, A5l (ghis resereed

1. Tax audit statistics (Cont’ ;

Tax audit & inspection targets

2014 targets

64,999 tax audits at taxpayers’ premises nationwide (by local tax authorities).
Targeted businesses:

» Businesses not yet tax inspected or audited, tax incentive riders or
businesses with related party transactions & transfer pricing problems,
capital transfer or significant refundable tax

\4
w

» Businesses doing business in insurance, banks, real-estate, energy
» Businesses having potential tax risks; Group having significant tax
payment to the State Budget

(Source: Decision 88/QD-TCT of GDT)

iem of e fms )4 S asamy, Al gL seLereed.
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1. Tax audit statistics (Cont’)
Tax audit & inspection result

Ath N
3 3

= 54,714 businesses nationwide was inspected:

o Increased tax collection by VND11,717.3 billion, equal t0104.7% in comparison
with the corresponding period of 2012;

o Reduced creditable tax by VND825.7 billion, equal to 116.1% in comparison with
the corresponding period of 2012; and

o Reduced tax loss by VND10,430.6 billion, equal to 83.5% in comparison with the

corresponding period of 2012;

= Provincial tax departments carried out the tax audit at 1,223 businesses making losses
and having transfer pricing issues, results are as follows:

o Total tax recollected & penalty is VND481.1 billion;
o Reduce loss of VND1,6975 billion; and
o Reduce creditable tax of VND41.8 billion.

(Source: MOF website, 1 USD=21,036 VND)

irms o 8 e sy,

S104 KPMG Limited.

B e

Penalties on late | = Interest rate of 0,05%/day for late payment days up to 90 days;

payment » Interest rate of 0.07%/day for late payment days from day 91
Administrative | = Administrative penalties — up to VND5 million
penalties »  Tax penalty — 10%/20% or 100%-300% of the tax shortfall

»  Criminal prosecution.

Regulatory » Non-compliance with tax administration - 2 years from date of
limitations for violation.
penalties + Underdeclaration, tax evasion, tax frauds or unprosecuted tax

offences - 5 years from the date of violation

Limitation for » 10 years from the date on which violation is detected.

collection of tax |, Ng regulstory limitation in case of no tax code
shortfall '

2014 KPMG Limited. s Vietnassase firms 1.8 Swin wnity.

— 167 —



3. Tax litigation procedures

General information

- Taxpayers have 90 days to lodge the 1% appeal

« Tax office acknowledges receipt of the appeal within next 10 days

« Decision is made within next 30 days (or 45-60 days in complex cases)
« Tax office delivers decision within the next 3 days
« Taxpayers may lodge 2nd appeal or litigate in an administrative court

- Taxpayers have 30 days to lodge the 2"¢ appeal

« Tax office acknowledges receipt of the appeal within the next 10 days

* Decision is made within the next 45 days (or 60-70 days in complex cases)
- Tax office delivers its decision within next 7 days

- Taxpayers may lodge a further appeal or litigate in an administrative court

decision is made by the end of the relevant appeal period, it may litigate the
dispute at an administrative court at the end of the 1st or 2nd appeal period.

= Currently, court cases in Vietnam are not common and most of tax disputes are
resolved through the administrative appeals.

s20m

mbeter fam f the

L & S any A

> rocedures (Cont
Procedures and time line

30 days/ 45 days for complicated case/ 60 days for remote areas

10 days (Prescription) 3 working days
90 days - o ™~ o —
o ~
. lssue the
verify the i Send th
Adrmi- Send the Receive the Competent v | Dialogue/ Decisian on SAEIE
- — ——  2ppeal i i —— Decision t
nistration first appeal 1= appeal [ 7] authorities c:rzent USSION T™H e 1n appeal en:un °
Decision letter letter handle the letter the A
petitioner
case
1 the 1st appeal
40 days/ 60 days for complicated case/ 70 days for remote areas
7 days and complicated case (Prescription) 10 days
N A
— ™~ - )
issue the Verify the
s.e.nd the le| oecisionon |¢—| Didlogue/ |, appeal Competent | Re":" sendthe 2= | )
Decision to the the 2 discussion chrtart authorities the 2 appeal letter
petitioner " handle the appeal
appeal letter case letter
the 2™ appeal
After Prosuriptive of the 2 appeal

Take the case to court

30
days/
45 days
for
remate
areas

S04 KPMD Limited,
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C. Transfer pricing

1. Transfer pricing audit statistics

2. Transfer pricing method

2. Database used

e ERamEr e e

. Location-specifics advantages (LSAs) in Vietham

4

5. Statutory limitation for transfer pricing audit
6. Penalties in relation to transfer pricing audit
7

. Penalties if taxpayer does not meet transfer pricing
documentation requirements

8. APA

cM X § mesber Bim "KPMG inlesnationsl. & Swins antity, AR rights reverced.

20

Type of company Both Foreign Direct Investment (FDI) and local
companies, but more focus on FDIs

Category of business Loss making businesses, garment/textile,
footwear, steel, etc

Transactions All types of related party transactions (tangible,
intangible, services)

Number of cases Over 230

sreu . mamoer flam o e n wraa e Faeas revervad,

21
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2. Transfer pricing method

« Under instruction of General Department of
Taxation (GDT) for Quarter 1V/2013 audit

Transfer pricing audit program
» Net Cost Plus (NCP) profit ratio under

LR S e T s Comparable Profit Method (CPM) used

+ Most appropriate transfer pricing method
based on regulations

+ Most appropriate transfer pricing method
based on regulations

2014 KPMG Limited, s Vietamase 1 the KPMG [*KPMG Iniasnational) s Swins wniity, AN nighis reserved.

Financial data of comparables in Vietnam can be obtained from:

» Websites of official Stock Exchanges in Vietnam

*Ho Chi Minh Stock Exchange:

*Ha Noi Stock Exchange

‘UpCoM

» Other stock exchanges in Vietnam: OTC market

» Comparables’ official websites

..... Farldaiiies UiTiILidl weElosiiEs

» Publically available commercial database: not available

23
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No local regulation on treatment of location savings or LSAs

£ 201 PG Limted, & Vietnamess Bated Bab Bty company a0 s member firm of the KPMO nma. PG 18 S ——

- Statuiton 11 = O aindl pPelid bl

00 | e oo ] o aient o nio SRS L R

5 « Statutory limitation for + Same as statutory regulation for tax
transfer pricing audit audit under Tax Administration Law
6 + Penalties in relation to + Arbitrary transfer pricing adjustment
transfer pricing audit applied
+ Same as penalties in relation to tax
audit under Tax Administration Law

7 « Penalties if taxpayer does + Arbitrary transfer pricing adjustment
not meet transfer pricing applied
documentation « Same as penalties in relation to tax
requirements audit under Tax Administration Law
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» APA regulations applicable from early February 2014

> APA is applied prospectively only
» A number of pilct

Vietnamese tax authority

» No formal APA application have been made

Snapshot of Vietnamese APA reqime

(Circular 201/2013/TT-BTC dated December 20 2013, effective from February 5, 2014)

> Unilateral, bilateral or multilateral
> Applicable for max 5 years and renewable for up to 5 years

» Formal APA process takes around 9 months

5200 KPMG Limites. xPuo frms 1

26

Circular 205/2013/TT-BTC dated December 24 2013, effective from February 6, 2014

» A foreign tax resident may choose to (i) carry out
domestic appellation in accordance with the
Vietnamese regulations or (ii) appeal directly to the
Vietnamese competent authority (being the MOF or
any person duly authorized by the MOF, which is the
GDT) or the competent authority of the contracting
state of which he/she is a resident to apply MAP in
accordance with the double tax treaty;

= AVietnamese tax resident may request the
Vietnamese competent authority to apply MAP

« Fulfill all obligations which have been informed in an
official decision on tax collection before and during the
appeal process, except for the circumstance where a
government competent authority decides to suspend the
ayers implementation of such a decision on tax amounts or tax
impositions; and
* Apply for MAP within three (3) years from the date of
first notification by the tax authority in relation to the tax
treatment which the taxpayers consider not to be in
accordance with the relevant double taxation agreement

crom L Niem of the KEMD. natmark of o ho Swins woty. A 27
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D. Introduction of KPMG in Vietnam and Cambodia

KPMG in Vietnam and Cambodia

» KPMG has been a leading professional services provider in
Vietnam and Cambodia since 1994

» We now have nearly 1,000 professional staff in two offices in Ha
Noi, Ho Chi Minh City and Phnom Fenh

¥

KPMG has advised numerous Vietnam's top corporations and
state-owned enterprises, as well as numerous multinational

Korea organisations, as they establish and expand their presence locally,
China regionally and globally

DA™ 's Taw ~
ACIvINg 2 1aA ail

K Taiwan » No. 1 Tax practice in terms of revenue and number of clients
India ~__ ~ Hong Kong

Vietnam » International Tax Review 2013 and 2014 Tier 1 leading firm for Tax
The Philippines Advisory and Planning, Transactional Tax and Transfer Pricing

Thaila » Multi discipline tax practice with a full time specialist Director for
aiaysia Governmeni Reiations
-

- » Largest and longest established Transfer Pricing practice
Singapore Indonesla (International Tax Review 2013 and 2014)

- The only Big Four Firm to have provided capacity building (EU-
funded project) and technical assistance to the General
Department of Taxation (the competent authority) on APAs

& 10U KPMO Limiwed, 8 Vietmamese limfe Rablity company snd & membe flem of the KPMO Aute - KPMG * L 78

KPMG’s Tax services in Vietnam and Cambodia

» Corporate Income Tax and International Corporate Tax
» Indirect Taxes
» Personal Income Tax/International Executive Services

» Global Tax Outsourcing

Japan” Transfer Pricing and Supply Chain Management
China Ko »  Merger & Acquisitions Tax
» Trade & Customs
Toiwan » Market Entry Services
toasdin = - e RO LT N . PPy s gy
Lo ~ "~ Hong Kong » lax UiSpule o mESOIULon
Vietnam
The Philippines
Thaila
Malaysia
“-‘
Singapora Indonesia
e P b, Ve - - an ST — 29
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KPMG Limited

46th Floor, Keangnam Hanoi

Landmark Tower 72 Building, Plot E6
ng Street, Me Tri, Tu Liem

+84 (4) 3946 1600
+84 (4) 3946 1601
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Partner, Tax & Transfer Pricing
[Tel]: +84 (4) 3946 1600 ext 6406
[e-Mail]: dthoang@kpmg.com.vn

Nguyen Hal Ha

Senior Manager, Tax

[Tel]: +84 (8) 38219266 ext 6522
[e-Mail]: hanguyen@kpmg.com.vi

Taninaka Yasuhisa

Manager, Japanese Praclice
[Tel]: +84 (8) 38219266 ext 6124
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