LEGAL, LABOR AND
TAX UPDATES

November 2019

@ pakertilly
ASC .

A&C AUDITING AND CONSULTING CO., LTD.



THIS UPDATE INCLUDES THE FOLLOWING CONTENTS
NEW LEGAL INSTRUMENTS

14 November 2019 | Decree No. 86/2019/ND-BTC Regulating the legal capital
levels applicable to credit institutions and branches of foreign bank

15 November 2019 | Decree No. 90/2019/ND-CP Stipulating region-based
minimum wages applied to employees working under labor contracts

14 November 2019| Circular No. 25/2019/TT-BCT Amending and
supplementing several articles of Circular No. 22/2016/TT-BCT on
implementation of rules of origins in the ASEAN Trade in Goods Agreement

OFFIFICAL INSTRUCTIONS

12 November 2019 | Official Letter No. 4641 / TCT-DNNCN on PIT for overtime
pay

12 November 2019 | Official Letter No. 4660 / TCT-DNNCN on answering the
recommendations of Minh Dang Quang Limited Law Company

13 November 2019 | Official Letter No. 4670 / TCT-KK on the declaration of
value-added tax (VAT) at the branch



A. NEW LEGAL INSTRUMENT
< GOVERNMENT

14 November 2019 | Decree No. 86/2019/ND-BTC Regulating the legal
capital levels applicable to credit institutions and branches of foreign
bank

Scope of regulation and applicable entities

1. This Decree regulates the legal capital levels applicable to credit institutions
and branches of foreign bank established and operating in Vietnam.

2. This Decree is applicable to:
a) Credit institutions;
b) Branches of foreign bank;

c) Organizations and individuals involved in the establishment, organization,
operation of credit institutions and branches of foreign bank.

Accordingly, the legal capital levels applicable to the People’s Credit Fund are
regulated as follows:

- VND 0,5 billion for the People’s Credit Fund operating in a commune or a
town;

- VND 01 billion for the People’s Credit Fund operating in a ward; the
People’s Credit Fund operating in inter-commune and inter-ward areas.

(Currently, Decree No. 10/2011/ND-CP stipulates that the People’s Credit Fund
is divided into two levels, including central and grassroots levels with the legal
capital as to 2011 of VND 3,000 billion and VND 0.1 billion respectively).

The legal capital level applicable to other types remains the same, namely:
- Branch of foreign bank: USD 15 million.
- Financial company: VND 500 billion.

- Financial leasing company: VND 150 billion.
(This Decree shall take effect from 15 January 2020)



15 November 2019| Decree No. 90/2019/ND-CP Stipulating region-based
minimum wages applied to employees working under labor contracts

Scope of regulation

This Decree stipulates the region-based minimum wages applied to employees
who work under labor contracts in accordance with the Labor Code.

Regulated entities

1. Employees who work under terms and provisions of labor contracts as
prescribed in the Labor Code.

2. Enterprises established, organized and operating under the Law on
enterprises.

3. Cooperatives, cooperative unions, artels, farms, households, other
organizations and individuals in Vietnam that hire employees on the basis of
labor contracts.

4. Foreign authorities, foreign organizations, international organizations and
foreigners that live/operate in the territory of Vietham and hire employees
under labor contracts (unless otherwise stipulated in international agreements
to which the Socialist Republic of Vietnam is signatory).

The entities mentioned in Clauses 2, 3 and 4 of this Article are hereinafter
referred to as “enterprises”.

Accordingly, the region-based minimum wages applicable from 01 January
2020 shall increase from VND 150,000 to VND 240,000/month, depending on
different regions. Details are as follows:

- For employees working in enterprises located in region I: VND 4,420,000
/month (increase of VND 240,000 compared to current regulations at
Decree No. 157);

- For employees working in enterprises located in region II: VND 3,920,000
/month (increase of VND 210,000/month);

- For employees working in enterprises located in region III: VND 3,430,000
/month (increase of VND 180,000 /month);

- For employees working in enterprises located in region IV: VND 3,070,000
/month (increase of VND 150,000 /month).

The regions referred to in this document are district-level administrative
divisions;



The list of region I, region II, region III and region IV is provided in the
Appendix enclosed herewith.

(This Decree shall take effect from 01 January 2020)

* MINISTRY OF INDUSTRY AND TRADE

)

14 November 2019| Circular No. 25/2019/TT-BCT Amending and
supplementing several articles of Circular No. 22/2016/TT-BCT dated 03
October 2016 of Minister of Industry and Trade on implementation of
rules of origins in the ASEAN Trade in Goods Agreement

Procedures for issuance and verification of Certificates of Origin are specified
in Decree No. 31/2018/ND-CP detailing the Law on foreign trade management
in terms of origin of goods and Appendix VII issued together with Circular No.
22/2016.

Currently, procedures for issuance and verification of Certificates of Origin are
specified in Circulars No. 06/2011/TT-BCTand No. 01/2013/TT-BCT
amending and supplementing Circular No. 06 and Appendix VII issued together
with Circular No. 22/2016.

In addition, Appendix IV - List of information technology products (ITA) issued
together with Circular No. 22/2016 is replaced by the Appendix attached to
Circular 25.

(This Circular shall come into effect from 01 January 2020)

B. OFFICIAL INSTRUCTIONS
#+ GENERAL DEPARTMENT OF TAXATION

12 November 2019 | Official Letter No. 4641 / TCT-DNNCN on PIT for
overtime pay

According to the opinion of the Ministry of Labor, War Invalids and Social
Affairs in Official Letter No. 4038 / LDTBXH-PC dated September 16, 2019 that:
When calculating overtime pay, the number of overtime hours allowed to be
calculated according to the labor law: Maximum of 200 hours per year; in special
cases, it does not exceed 300 hours per year as prescribed in Article 106 of the
2012 Labor Code. In case of overtime work exceeding the above permitted
level supposed to be a violation of law.

Pursuant to the current regulations and the above opinions of the Ministry of
Labor, War Invalids and Social Affairs, the General Department of Taxation
only accepts the higher part of the salary from salaries and wages paid for
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night work and overtime. The normal rate for overtime does not exceed
the level specified in Article 106 of the Labor Code is exempt from PIT.

Thus, according to this instruction, salaries and wages for night work and
overtime are paid higher than normal rate for overtime working hours in
excess of the provisions of the Labor Code has the tax risk of non-
exemption from PIT.

12 November 2019 | Official Letter No. 4660 / TCT-DNNCN on answering
the recommendations of Minh Dang Quang Limited Law Company

Pursuant to the provisions of Point 2.8, Appendix 4 of Circular No. 39/2014 /
TT-BTC, the General Department of Taxation provides specific guidance for
cases where the purchaser of goods of an organization is an individual
business household that returns goods handled similarly to the case
where the buyer has no invoice. Specifically, the buyer and the seller shall
make a record which specify types of goods, quantity, and VAT-exclusive price
or VAT amount according to the sales invoice (number and date) of the
returned goods and reasons for return, and the seller shall revoke the issued
invoice.; the buyer is not required to issue the return invoice.

13 November 2019 | Official Letter No. 4670 / TCT-KK on the declaration
of value-added tax (VAT) at the branch

In this Official Letter, the General Department of Taxation confirms the
branches in another province than the taxpayer’s headquarter which directly
sells goods and generates revenue, should issue invoice and declare VAT to the
supervisory tax authority managing branch.

The Company declares and pays VAT for sales and service provision of the
Branch at the head office as well as the decision of the Tax Administration
managing the Branch require the Branch to pay 2% provisional on the
turnover subject to 10% VAT arising in the locality is not in accordance
with the regulations.

For tax amounts that the Branch has not declared in accordance with the law,
the General Department of Taxation instructs the Tax Department in managing
the company’s headquarter to redefine and confirm tax obligations of the
Branch with the Company and the Tax Department managing the Branch.
Based on the above these tax obligations, the branch shall pay taxes in
accordance with regulations.
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INTRODUCTION TO BAKER TILLY
INTERNATIONAL

A&C is an independent member of BAKER TILLY
INTERNATIONAL - a worldwide organization of
professional accounting firms and business advisers

BAKER TILLY INTERNATIONAL a worldwide organization including the world’s
leading independent member firms of professional accounting firms and business
advisers, was established in 1987 and has headquartered at Global Office, Juxon
House, 100 St Paul’s Churchyard, London, EC4M 8BU, United Kingdom. With a
network of 165 independent member firms and correspondents in over 141
countries, BAKER TILLY INTERNATIONAL can call on experienced people in every
business market worldwide from more than 2,729 partners and 28,000 staff in over
745 locations to satisfy the customer’s needs.

BAKER TILLY INTERNATIONAL ranks in the top 10 largest accounting and business
advisory networks worldwide, with the global annual fee income of over USD 3,8
billion (it ranks the world’s 8th largest accountancy and business advisory network).

BAKER TILLY INTERNATIONAL is large enough to provide the services required by
clients, whatever their size is and wherever they are located. Through its “Global
Care” approach, BAKER TILLY INTERNATIONAL member firms strive to ensure that
all aspects of a client’s financial affairs are addressed at the highest quality and
professional manner.
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INTRODUCTION TO A&C AUDITING AND
CONSULTING CO., LTD.

A&C is specialized in providing accounting, auditing and consulting services for

the sectors of accounting, finance, investment, management and capital
construction, including:

Audit
Financial statements.
Finalized investment accounts.

Estimates and finalized accounts of construction projects.
Report funding project.

% Accounting.
‘ -

®
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+ Financial inspection
¢ Property appraisal

Consultancy in respect of legality, investment,
privatization, taxation, enterprise finance, business
administration, transfer pricing, etc.

Training and improving competency of workforce in
auditing, accounting, finance, taxation and other topics in

respect of market and economy.
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These Legal Updates are general information for internal
use merely, and they are not provided to any specific case of
any organizations or individuals. Although we endeavor to
present as accurate information as possible, we do not
assure that the aforesaid information remains its accuracy
as at the date on which the readers receive these Legal
Updates. You are advised to refer consultants before
adopting these Legal Updates for specific cases.




