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Export services being entitled to VAT rate of 0%

Draft Law on

1 VAT
(amended)
Proposed

2 amendments
to the Draft
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Export services to
overseas

Narrow the subject of application, only applicable for

international

transport services, transport vehicle

rental services used outside the territory of Vietnam,

services of the aviation and maritime

industries

directly supplied to international transport or through
agents.

General principles on determining export services
enjoying tax rate of 0%: services are sold, supplied
to foreign organizations, individuals and consumed
outside Vietnam.

Some types of services exported to oveseas
entity such as: processing services for exported
goods; software export services; direct support
services for exporting goods; construction services
overseas, other services directly supplied to
foreign organization, individual and consumed
outside Vietnam, etc.

Supplement the criteria for determining the place
of consumption in specific cases.

Export services to Non-
Tariff Zone (NTZ)

Cancel the regulation on applying VAT 0% on
services consumed in NTZ

Export services entitled to VAT 0% include
services being provided to enterprises in
NTZ and serving business activities of

enterprises in NTZ, except for some types
of services as prescribed by law (for
example, some services that the current
VAT regulation clearly stipulate that VAT
0% is not applied when these services are
provided to EPE).

Examples of some types of services
supplied to EPE: logistics; processing
goods for EPE; electricity, water; services
directly serving manfacturing activities of
EPE; construction and installation in NTZ
etc.




Export services being entitled to VAT rate of 0% (Continued)

Reason for the
proposed
amendments
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Export services to overseas

1. Limitation on the type of services enjoying VAT

0%:

* is not consistent with the nature and objectives
of VAT, and does not ensure comprehensive
assessment of the nature of export services

= is significantly increasing the costs of
purchasing  services from  Vietnamese
entities=>reducing the competitive advantage
of Viethamese enterprises in the world market,
and not in line with the general trend of many
countries in the world.

2. Application of VAT 0% to all services sold, supplied

to foreign overseas organizations, individuals, and
consumed outside Vietnam will encourage the
export of services (especially services having
huge value related to exported goods — currently
accounting for more than 60% of total value of
services related to exported goods of ASEAN),
promote trade surplus, aligning with the
Government's objectives.

Export services to NTZ

1. Cancellation of the regulation on the application of VAT

0% for services exported to NTZ:

* is inconsistent with the objectives on the formation
of the NTZ;

= discourages export activities;

* increases tax costs, and is not fair, seriously
affecting the operation of enterprises in NTZ.

. Application of VAT 0% with export services to NTZ will

encourage the export of goods and services of
enterprises in NTZ as well as encourage EPE to use
the services of domestic suppliers, contributing to
increase in the rate of localizing products, in
accordance with the policy of the Government.
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EPE normally undertakes the main stages in
manufacturing goods for export and tends to
outsource domestic enterprises for processing
input goods, spare parts for production
specialization purposes, contributing to the
localization rate of products.

If VAT 10% is applied on services supplied to
EPE, there will be increase in input costs and
decrease in the competitive advantage of
EPE’s goods, causing EPE to seek suppliers
from overseas.

If EPE sells goods into domestic area -
domestic enterprises must file customs
declaration, declare and pay tax, including VAT
on goods at import stage.
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Vietnam

Export services being entitled to VAT rate of 0% (Continued)

Local area Overseas

VNE A ¢+

VNE B (*

Services being supplied
to EPE and serving the
business activities off
EPE, thus, being entitled
to VAT 0%

VNE pays VAT on
the total value of
imported goods

Not subject

EPE

to VAT

'

FE

Sale of goods

EPE outsources services

Non-tariff

Zone /

(*) Foreign enterprise (FE)
(**) Viethnamese enterprise (VNE)
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Business
activities
of duty-free

shops
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VAT on business activities of duty-free shops

Current Draft
Exempt from VAT VAT 0%

There are
Opportunities
but also
Concerns

Page 8

Conditions for tax refund under
export activity scheme according
to Clause 2c Article 13

Concerns

Having contracts signed with foreign
parties on the sale, processing of
goods and provision of services

Most customers are foreign individuals or
Vietnamese individuals exiting/entering, so there
IS no sales contract.

Having non-cash payment evidence

There are many cases whereby the individuals
only pay in cash for purchasing goods when
entering / leaving the country.

Customs declaration

Goods in duty-free shops are sold to individuals,
so there will be no customs declaration for each
sale. Instead, customs procedures will follow the
Government’s separate guidance in Decree
100/2020/ND-CP.

Packing slips, bills of lading,
insurance documents

These documents are not appropriate and
practical for goods sold to individuals at duty-free
shops

Propose that Draft Law will have separate regulations for the conditions under this
Article in specific cases of enterprises operating duty-free shops
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Tax refund for cases subject to VAT 5%

“If a business establishment that only manufactures goods, provides services
Draft VAT Law subject to VAT rate of 5% has outstanding creditable input VAT at VND 300 million

(Amended) or more after 12 months or 4 quarters, it will be entitled to VAT refund"
(Clause 1, Article 14, Dratft)

Input VAT that has not been fully creditable for taxable items subject to VAT 5% is
considered for refund but not appropriate. It is proposed to remove the word "only"
because normally enterprises will trade several items at various tax rates.

Concerns and
Proposed
amendments to
Draft
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Tax refund for conversion into export processing enterprise

Draft Law on VAT
(amended)

According to Clause 4, Article 14, the Draft stipulates:
"4. Business establlshments that pay value- added tax under credlt method are entltled to a refund of value-added tax in

case of ew lon, dissolution, bankruptcy,
tetm+natten—ef—epetatten— havmg overpald value added tax or mput vaIue added tax amount not fuIIy credited"

Proposed amendments
to the Draft

= The case whereby normal enterprises (non-EPE) being converted into EPEs is also needed to be subjects of tax
refunds.

= The proposed amendment is as follows:

"4. Business establishments that pay value-added tax under credit method are entitled to a refund of value-added tax
in case of enterprises conversion from normal enterprises into export processing enterprises, dissolution,
bankruptcy having overpaid value-added tax or input value-added tax amount not fully credited

P 11
age Tax and Customs Group - VBF



Declaration |
of ] . |

missed

Invoices

04

Tax and Customs Group - VBF



Declaration of missed invoices

Draft Law on VAT Concerns and proposed
(Amended) amendments to the Draft

= Current law no longer restricts the deadline for invoice

declaration.
Clause 1dd, Article 13 of the Draft stipulates: = In fact, enterprises that miss the declaration are suffering
"dd) Input value-added tax incurred in a losses due to late creditability.
month shall be declared and credited when = Amendment to allow declaration in the period detecting the
determining the payable tax amount of that missing = it is proposed to be longer binding by the time when
month. In case the business establishment the tax authority already announced the decision on tax

detects that the input value-added tax amount

e ) _ - inspection, tax audit at the taxpayer’s premises.
Is #eoerrect—missed upon declaring, crediting,

_ hall b - I =» The proposed amendment is as follows:
n - -
It dsft abl .e tEhlEI E““G“E_E”; ddetc atr.ed ?Ed dd) Input value-added tax incurred in a month shall be declared
Cr? |_a e m € Pero _eec 'ng © and credited when determining the payable tax amount of that
missing before the tax authority announces : : :
- . . . month. In case the business establishment detects that the input
the decision on tax inspection, tax audit at the _ _ _ . _
, . ; value-added tax amount is missed upon declarting, crediting, it
taxpayer’s premises. _ _ _ _
shall be declared and creditable in the period detecting the
L o e e e T
- . : | ||I ! 1) :E::'IEES.II
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Conditions for
iInput VAT
creditability
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Conditions for input VAT creditability

Draft Law on VAT Proposed amendments to the Draft
(Amended) 1. VAT on invoices issued by foreign suppliers (who directly pay

taxes) to service purchaser in Vietham needs to be creditable for
Clause 2.a, Article 13, Draft on Conditions the purchaser = to ensure the continuity among VAT payment
stages, to respect the nature of VAT and to encourage foreign

for input VAT tion: . . : : :
orinpt deductio suppliers to switch to centralized tax declaration via the Portal.

"a. Having a value-added invoice for _ _ o
2. There is no mechanism for organizations who declare and pay VAT

pu_rchase of goods, services or pa_yment on behalf of individuals as prescribed in Circular 40/2021/TT-BTC
evidence of value-added tax at the import to credit input VAT.

stage or VAT payment evidence on
behalf of foreign party. Minister of
Finance shall stipulate documents of
value-added tax payment on behalf of
foreign parties, for foreign
organizations without Viethamese legal
identity and foreign individuals doing
business or having income arising in
Vietnam."

= Proposed amendments to the Draft are as follows:

"a. Having a value-added invoices for purchase of goods, services or
invoices for purchase of goods, services from foreign suppliers
doing e-commerce business, doing business based on registered
digital platforms, directly paying tax in Viethnam in accordance with
the law on tax administration or payment evidence of value-added
tax at the import stage or VAT payment documents on behalf of
individuals and business households paying tax using the
presumptive method and on behalf of foreign entities. [...]"
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Thank you for listening!
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