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Decree No. 20/2017/ND-CP

Decree No. 132/2020/ND-CP
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H 3 [Decree 132/2020/ND-CP dated 05th November 2020 - Regulations on tax administration
for enterprises with related party transactions] F=8.U-8& Q. °FE (F&)

Related parties: Add 1 more kind of related party:

Point I/ The enterprise has transactions of transferring or receiving capital contribution of at least 25%
of the contributed capital of the owner of the enterprise in the tax period; to borrow or lend at least 10%
of the owner's equity at the time of the transactions in the tax period with individuals who is
responsible for operating and managing the enterprise or with an individual in a relationship as
prescribed in point g this clause.

(for ref.)

Point g/ Both enterprises are managed or controlled in terms of their personnel, financial and
business activities by individuals, each of whom is in one of the following relationships with the others
such as a wife, husband, natural/foster father, natural/foster child, natural/foster older/younger sibling,
brother/sister-in-law, maternal/paternal grandfather/grandmother, maternal/paternal grandchild, and
maternal/paternal aunt, uncle and nibling;

The use of commercial databases for comparables

= Commercial databases are explicitly referred to as a verified source of comparables for both
taxpayers and tax authorities.

Nevertheless, the

Increase and application of the deductibility cap on interest (adjusted in Decree 68/2020 dated
24th June 2020)

= The . The cap applies
to net interest expense (i.e. interest income is offset against interest expense before comparing with the

cap).

= Non-deductible interest can be carried forward to subsequent tax years and deducted if the net
interest expense/EBITDA ratio is below 30% in those years. The

Taxpayers shall make

. Such supervisory tax authorities shall perform
tax administration tasks and inspect received CIT statements in accordance with the Law on tax
administration and its guiding documents.

= Certain types of financing are now excluded from the cap, including official development assistance
(“ODA”) loans, various preferential loans made by the government, and loans made for implementing
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national programs and state social benefit policies.

Revision of the arm’s length range

= The arm’s length range is proposed to be from the (as
opposed to that under Decree 20 which is from the 1st quartile to the 3rd quartile, equivalent to the
25th to 75th percentile). As such, the lower boundary is proposed to be increased by 10%.

New guidelines on the Country by country report (“CbCR™)

Some major changes are proposed for CbCR, including:

= For a Vietnamese Ultimate Parent Company (“UPC”) with worldwide consolidated revenue in a
fiscal year from VND18,000 billion above, the CbCR is required to be filed with the Vietnamese tax
authority within 12 months from the relevant fiscal year-end.

= For Vietnamese companies having overseas UPC, the CbCR is not required to be filed locally in case
such CbCR is made available to the Vietnamese tax authorities through the automatic exchange of
information (“AEOI”) procedure.

= A company is required to submit the CbCR locally within 12 months from the relevant fiscal year-
end in the following circumstances:

o Its overseas UPC is not obliged to file the CbCR in its respective jurisdiction.

0 The jurisdiction, where the UPC resides, has an international tax treaty with Vietnam but has
not signed the Multilateral Competent Authority Agreement (“MCAA™) on the AEOI with
Vietnam as at the CbCR submission deadline.

0 The jurisdiction, where the UPC resides, has signed the MCAA, but has suspended the AEOI
mechanism or the CbCR has not been provided automatically to Vietnam.

0 In cases where there are more than one company of the same group in Vietnam, the UPC has
to notify the Vietnamese tax authorities of the entity (i.e., Viethamese local taxpayer) that is
appointed to file the CbCR on behalf of the UPC. Such notification has to be submitted to the
Vietnamese tax authority before or on the fiscal year end date of the UPC.

Effective date
Decree 132/2020 takes effect from

Decree 20/2017/ND-CP dated February 24, 2017 and Decree 68/2020 / ND-CP dated June 24, 2020 of
the Government on tax administration applicable to enterprises with related party transactions will
expires on the effective date of Decree 132.
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