A\

© bakertilly

LEGAL, LABOR AND
TAX UPDATES
June 2020



@ pakertilly
A&C

THIS UPDATE INCLUDES THE FOLLOWING CONTENTS
NEW LEGAL INSTRUMENTS

02 June 2020| Resolution No. 954/2020/UBTVQH14 granted by the Standing
Committee of the National Assembly on changes to Personal Income Tax (PIT)
exemptions

27 May 2020| Decree No. 58/2020/ND-CP on regulating rates of compulsory
insurance contributions to the occupational accident and disease benefit fund

OFFIFICAL INSTRUCTIONS
8 May 2020| Official Letter No. 2014 / TCT-DNNCN on the PIT policy

18 May 2020| Official Letter No. 2027 / TCT-CS on the foreign contractor tax (FCT)
policy
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A. NEW LEGAL INSTRUMENT
% STANDING COMMITTEE OF THE NATIONAL ASSEMBLY

02/06/2020| Resolution No. 954/2020/UBTVQH14 granted by the Standing
Committee of the National Assembly on changes to Personal Income Tax (PIT)
exemptions

The exemptions specified in Clause 1 Article 19 of the Law on Personal Income Tax in
2007, amended by Law in 2012, are changed as follows:

- Personal exemption: VND 11 million/month (VND 132 million/year);
This deduction is currently VND 9 million/month (VND 108 million/year).
- Dependent exemption: VND 4.4 million /dependent/month.

This deduction is currently VND 3.6 million/month.

Thus, the new regulation has increased the deduction for taxpayers by VND 2 million /
month and for each dependent by VND 800,000 /month.

Cases of temporary tax payment based on current family circumstance-based
reductions are redetermined of PIT payable under family circumstance-based
reductions in Resolution No.954/2020 / UBTVQH14 upon annual finalization of PIT in
2020.

(The resolution shall take effect from 01 July 2020)

% GOVERNMENT

27/05/2020| Decree No. 58/2020/NDP-CP on regulating rates of compulsory
insurance contributions to the occupational accident and disease benefit fund

Enterprises are proposed to apply the lower-than-normal rate of contribution (only
0.3% of the salary fund is used as a basis for payment of social insurance instead of
0.5%) when meeting the following conditions:

- Enterprises operating in industries with high risks of occupational accidents and
diseases;

- Within three years prior to the submission date, they have not been subject to any
administrative monetary fine or any criminal prosecution for their violation against
laws on occupational safety, hygiene and social insurance;

- Having submitted periodic reports on workplace accidents, occupational safety and
hygiene in an accurate, sufficient and timely manner within three consecutive years
prior to the submission year;

- Frequency rate of occupational accidents in the year preceding the submission year
must drop by at least 15% of the average frequency of workplace accidents in 3
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consecutive years prior to the submission year, or have not had any occupational
accident 3 years preceding the submission year.

(The Decree shall take effect from 15 July 2020)

B. OFFICIAL INSTRUCTIONS
%+ OFFICIAL DISPATCH ON TAXATION

18/05/2020| Official Letter No. 2014 /TCT-DNNCN on the PIT policy

The General Department of Taxation responded to the European Chamber of
Commerce in Vietnam (Eurocham) on asking for guidelines on some financial policies
on personnel as follows:

% For the cost of temporary residence card or visa for foreign workers

- In case the expenses for making and extending temporary residence cards and visas
for foreign employees are paid by the employer for being eligible to work at
organizations in Vietnam, these will not be included in the Taxable income from
salaries and wages of foreign employees.

- In case the cost of visas for employees working in organizations in Vietnam to go on
business trips overseas as required by the job is per diem according to the financial
regulations or internal rules of the organization, and according to the provisions of
Circular No. 111/2013/TT-BTC, this will not be included in the PITable income of
employees. Working expenses in excess of the prescribed limit shall be calculated into
the Taxable income of employees.

- In case the expenses for making temporary residence cards and visas for foreign
employees paid by the company are the employees' benefits, these shall be included in
the Taxable income from wages and salaries of foreign employees.

*

*» For compulsory contributions to disaster prevention fund

If employees at organizations contributing to the disaster prevention fund are
established under the provisions of Decree No. 94/2014/ND-CP, the contributions
thereon will be deducted into Taxable income from salaries and wages.

18/05/2020| Official Letter No. 2027 /TCT-CS on the foreign contractor tax (FCT)
policy

In case a foreign company signs a contract with a company in Vietnam to perform
Hedging Commodity Price in order to minimize the risk of fluctuating input materials
(copper materials) for the company in Vietnam:

- If Hedging Commodity Price between a foreign company and a company in Vietnam is
determined to be a derivative financial service as prescribed by law, the income
(difference amount) that the foreign company received from the company in Vietnam
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for each Hedging Commodity Price will not be subject to VAT, as well as the percentage
of CIT to the taxable turnover is 2%.

- If Hedging Commodity Price between a foreign company and a company in Vietnam is
determined to be a derivative financial service as prescribed by law, the income
(difference amount) that the foreign company received from the company in Vietnam
for each Hedging Commodity Price will be another income (other financial income) of
the foreign company, so it is not required to declare and pay VAT, as well as the
percentage of CIT to the taxable turnover is 2%.
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CONTACT INFORMATION

For more information, please contact:

Head office

Nguyen Ngoc Thanh (Mr.)

Deputy General Director and Consulting Partner
Email: thanh.nn@a-c.com.vn

Mobile: +84 9 0366 0686

Tel: +84 8 3547 2972 - Ext: 203

Ha Noi Branch

Nguyen Hoang Duc (Mr.)
Deputy General Director
Director of Ha Noi Branch
Email: ducnh@a-c.com.vn
Mobile: +84 9 1359 2929
Tel: +84 4 3736 7879 - Ext: 456

Nha Trang Branch

Nguyen Van Kien (Mr.)

Deputy General Director
Director of Nha Trang Director
Email: kien.nv@a-c.com.vn
Mobile: +84 94 508 7979

Tel: +84 58 387 6555 - Ext: 102
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Nguyen Huu Danh (Mr.)
Director of Can Tho Branch
Email: danh.nh@a-c.com.vn
Mobile: +84 91 815 0488

Tel: +84 71 376 4995 - Ext: 106
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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 adv1sory 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:

>

L)

» Audit
Financial statements.
Finalized investment accounts.

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

% Accounting.
’ -

D)

¢ Financial inspection
s 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.




