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- HIEH SAA|I=(VAS) 2§

¢

O AlL)AF Aol : HolA, Erl71R| Al

O ArzA|o JLx 1 @]=ko]lA|9FA| = VAT payable + CIT payable
» 717} Al = Output VAT - Input VAT : A -5-A|H

» HOIA = 20% x taxable income

Por AHE 718 HAME A4reti(d7]old e 25%), Rt
R A 5 | EA AT} wfA A O] Zpo]E FHEH= B O (T}

A& 22 10% 2-8)
v

S St ZRAENE AROE st s, wel uge Au
WA WAL, E3 G ARRA ARARY vl g gt 21
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SHIMEST ATIhE| AFLE M (HEH)

O HEGIAANLR(VAS)S 834 = -2 uleol 2T )
O HIEHS WFA7F £=2l 74101;7(}01]7“ oFgdll= Agst7] Aol
Ala= allg ®olA A8k Q= 348 Aleel ¢
AA 7L A Bl FisoF & 2, o] ®H o] A= o= lAoFArY
W JF7E7AR A FA7E S8 A S
O AlarehAf Aoy @ s QUA, F7F7ERIA
O Ab=AY -2
- 9= AA kA = VAT payable + CIT payable

» BIMIIAA = AR 7171R] (% added value on turnover) x F-7}7FA]

/\ﬂ Q - x]x%zxﬂm

0 £3
- X BA MER WEdolo] TAX CODES Rofurx| orm w7}
ARASE A GRS YA
S ABA QAN A AEe WReH grems zhdsiths Aol
glott, The whel ulste] iigelo] we wo] Qg
* SN SAUZTUA HIM 2%, RILTIXIM 3% HME
) BILIRIM
O AAL H

- 5 FIPIAA  VATAA S dlEd < R7P7HAAlE

- VATARIRY &= VATZ2 W&o / (1- F77HRAE)

AR A= HIEE Vol AlMEFAS AAds] 3 S AAuAE
Ao Aokl R BEACH) Aﬂ ) 300000USD(L 9] HlEg
Vi A9 B UL 97 Sa0h ARAL ATEE 1 AL HATAA
B33} 40,000USD)

B2 A AAAF T &9 = (300,000 + 40,000) / (1-5%) = 357,894USD
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A AL A= HIEY Vol AMESHES A% A2
Z 7H42 1095k USD, Aloke] upet WEW 3 A %A} C oA 193 USD2)
TSNS AsHEA - Aol AR T 4F =5 E AHlE )
o= A A A o RAZIAAl ALt v &

109} - 19ig} = 9uigl USD
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- SRAETE TS ol wheh Ao W oWk 9 By
Aok} MEYE GAARRE dE xw—wﬁfsvgﬂlow A 2))
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# 7|HASM ALY ThEH = 7|PASM S2 oiEN /1- At oiE4ol| et 7Y
AEM AltHIE

= AL A HIEY Vol AMIESAS Ads] AT SHEANAE

AEstH Akl F7PIAIA, 71ASA 22

285,000USD(ZL 9] HIEY V= A9 #e|AdS f3h 54
st 1 RS Bk A 5 E323)F 38,000USD)
7| AAEA AAA; tfZol = (285,000+38,000) / (1-5%) = 340,000USD
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- AR Ake sk B SHARAdA FE2 EXFTIALAY +¥S
A% EF, A¥lE S92 AFTAFAY BATIAA ALt
AARA A=A =

|=A A A= HIEH Vol AMEZYS
% 742 1035 USD, Aok whet W=y 513
=94 AstH

(A:Adxo]d) AR 5 2% EZ L Au)A )

Sl AFA A o 7IYAEA At miE : 900 RFUSD

F= A2

- o= A efAkel Alofet fl=AsH ARTE A AREAl HIER 7Y
(N2 A=A AL} l=AsHg AAE thalstol 7HRSA E
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SHIMEST ATIhE| AFLE M (HEH)

- A=A 71 aSAl el 2% FoAeR A=

Q=3}F A A9 HHE =998 100,000USD

ol 3§z} E]AFE 85,000USD, &33E 574 ) 10,000USD
F3Fo] &= 1,000USD, E]AFHEZ 2,000USD

7| AAEA AAabaZel 1 100,000 - 1,000 - 2,000 = 97,000

=

719AL 92 oAl X dlgdoz el d Aok uel XA 9=
T 5= A, AosdEs I, SHEYE A

HEY 7[9B= AE &3 3lAF XE o8 =S HEGA njgoz
24351 2918 100,000USD

A= HEY 7| Avt B= o5AERS dAfete] SHES AVER %6t
dom 1 £9]L 20,000USD

A7VE A v Z 7R = Xo] Auto g o4E Aol
— J|HASEN HEOA 0§S2H 1 100,000 - 20,000 = 80,000

o

- HEHORRE QmoR The Al EEYT), Fal AB[AHEA

S dEgo R oRon sl Aed ANARTA BE) 1 ulE A

orRE WEGo R 5MuA  RAZAH Wiy obd
doRRe gFone] eHMuA  RAA Gy

- JEY ] 7|AaEA ALY W=
oo zol ARE 719] @ QA kAt 2ol 9= ARE 7}
HlE (AR A4, gee]E 23
elmro 2R EC] Y A4 &5 oAt S8 AEY 7HY
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U w, AAAADY AR A, ANGFA 5 FEAHe A
A AW AGFAY Sz

- o]Z}& A2 A (Interest Swap Transaction)

0 A= 1099 USDEZHS &3 T, oL 1A= o 5.2%, Aok
ZFe- 2012.2.1~2015.2.1(3%), AZ7|3H w777k

Ae dEAGS 2AR, =23 B} ojA2gA o2
- AlCF7]17E £ 2012.2.1~2015.2.1(3), ¥, A ZLA]F
- (SWAP) A7} Bof|A| A& ®¥5°|A& Libor+0.25%
B= AdAl 52% 1

M08 SWAPO|2lg ZoH(th usd)
7|12t 2|
Aolg | Bolg A B A B
122~°12.7| 48 | 5.05 0.15 15
128~’13.1| 5.0 | 5.25 0.05 5
13.1~°13.7| 49 | 5.15 0.05 5
'13.8~’14.1| 495 | 5.20 >2 - - - -
141~°14.7| 49 | 5.15 0.05 5
"148~"15.1| 5.05 | 5.30 0.10 10

— B2l 7|HASN| AbcHa 0HEN
2012H(B7t o= &2) = 15-5 = 10th usd
20134 : 5-0 = 5th usd
20144 : SUS(A0A 5th usdX|ZsHoke!)
20153 7|x=0fl X|Fstch= Aol w2t MAIXIZ 0|2

- Bz} HG R REE wRlEls 7| AASA tial njEole vy eol
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2015.1.0194 7} VND100,000, 67} 41t7] aarsi(akay7} : 1235 VND89,000)
- 2015.1.02~ 2015.7.01 =0t =32} AS] A AL ofefe} 2o

72 FS/Eol HeHE 2t
2015.1.02 HE 100 90,000
2015.2.01 HE 100 92,000
2015.3.01 ] 70 93,000
2015.4.01 HE 40 94,000
2015.5.01 i) 20 95,000

(A) w71 28 A2 24 0 (100+100+40) - (70+20) = 150
QdA) AdAEH oz djsf At & W B A4, JA5Y,
H=57 24
2015.1.02 #10, VND 90,000
2015.2.01 #100, VND 92,000
2015.4.02 #40, VND 94,000
G 718 ST AAE £ [(40 x 94,000 + 100 x 92,000 + 10 x 90,000) / 150]
= 92,400(VND)
LA 2EE CIT AAFA 9= : (100,000 - 92,000) x 150
= 1,140,000(VND)

oi=Mof Chst

7| HASM A LIS

5ol L W|EGo Ao Au|Apeild, BE - A= - B -
714 - v B

- AR £EYPA BE EEZ(Y7HE A9

- DDP, DAP, DAT Q=% ZIEZ
M)A, Z1AEY] gA, BY, AlSA gA 5
A, TE, THA ke 5 e A A 10

yShElR 6‘]—..1__7] /Hbﬂ— 6‘]——1—7]?1_1_, .‘?_%94 ﬂ_/_\‘
A4, AR(HA =, 71 A8 A g FAIGS)

Az, 7T, 6132

oo mo FH, AEAYE, HJEY 7R 0.1
a6 AHlE

&0 At

- (Copyright) 10
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A Y T

- Q)= A kA = VAT payable + CIT payable
» BEIIAA = ufSEIMA-m AR 7HA] - Al --A
» WOl = (ZE=FM- Local QJFAFE) x 2%

2]

A|m

- AFAPE x coded ROl AFAT U el FAsL Hrks A
H
o

PP SERACRE S AL - YRR o1 A

Hlgah, A WA BANY BE A3 & Bast glol Wl
AERS T A WAl A9 ma AUAFFA 2%)

-l Al HlsA F7hRl elvh Bashyt MEd el shEd
Mol 2 A9 AARIF ZE, RA PEBE el v g
AT A TALY b Aol Wk Aol glolA iy
A9 olgsta Q= WY

67

SME



SHRAIMEAT AZXICHS HRETM (HEY)

ro
rlo

- Aokl 2 HE 2099 oo EelAckA e}t Aokl HEY W
TH3F A FAJ o] A HEX|(Circular No.2440]] uw}g} HybridHf 4] © &
st W8)sor o
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o4 Ao vas 23 A o4 Aot Ao 34
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SR W o
WA AR | S A A oA
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e welAelel At 7,
U lage) 2 wnaeae) P RS A e
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BISE |ty CERERPE N

SHARA s = AUSIe Bo ARErb, RARbe daderd 10
ol

B A(VAT)

HPYA] S 109 oL o
uH YA E]-QD" 20017;};] Al - 1/}1:1 UH%{\J_TL ok 200217]}1]
AT AOHEEA) Ak Bk | AT - v
45900 ol AT - i
H2lA|(CIT)
Ax g (E7]EAw)
GAZIeE |2 4573 oy 30
A AL SA A 109 Ak S E 109
(GERA ojufe] AliL - g oo Al - Wi
ArUEES 90 ool
AT AlSREEA] 1 Al whE | AokERA L Aok TR &
(| ekt A) 4sofufjoll Al - 5| 45 otfjofl Alal - R
AT 459 ool
Al . 1@_1?_
Al o | VAT 2 0%, 5%, 10% VAT : ¢34 715 2718 | VAT © 0%, 5%, 10%
= |ar: 22418 25% CIT: g% I3RS |CIT: 9%2d 271
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1,000 ~ 3,000
500~ 2,000
300~ 2,000
300~ 2,000
300~ 2,000
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10,000 ~ 30,000
30,000 ~ 50,000

20,000 ~ 50,000
10,000 ~ 30,000
10,000 ~ 30,000
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7 DECREE No. 20/2017/ND-CP
~ O|TIHA mMITE

THE GOVERNMENT ------ THE SOCIALIST REPUBLIC OF VIETNAM
Independence - Freedom - Happiness ------------

No. 20/2017/ND-CP Hanoi, February 24, 2017

DECREE

PRESCRIBING TAX ADMINISTRATION FOR ENTERPRISES ENGAGED IN
TRANSFER PRICING

Pursuant to the Law on Government Organization dated June 19, 2015;
Pursuant to the Law on Tax Administration dated November 29, 20006; the
Law on Revision of certain articles of the Law on Tax Administration dated
November 20, 2012;

Pursuant to the Law on Corporate Income Tax dated June 3, 2008, the Law
on Revision of certain articles of the Law on Corporate Income Tax dated
June 19, 2013;

Pursuant to the Law on Revision of certain articles of the Law on Tax dated
November 26, 2014;

Pursuant to the Law on Investment dated November 26, 2014;

Pursuant to the Law on Enterprises dated November 26, 2014,

Pursuant to the Law on Accounting dated November 20, 2015;

After considering the request of the Minister of Finance;

The Government hereby introduces the Decree prescribing tax administration

for enterprises engaged in transfer pricing,
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Chapter 1
GENERAL PROVISIONS

Article 1, Scope

1. This Decree deals with principles, methods, processes and procedures for
determining prices of related-party transactions; obligations of a taxpayer in
declaration and determination of the price of a related-party transaction, and
tax declaration and payment; responsibilities of regulatory authorities for tax
compliance management, check and audit for a taxpayer engaged in the
transfer pricing.

2. Related-party transactions covered by this Decree are those arising from
business activities of taxpayers engaged in the transfer pricing stipulated by
Article 5 hereof, except trades in commodities or services subject to the
Government’s price adjustment that must comply with the legislation on

price.

Article 2, Subjects of application

1. Commodity or service production and business entities (hereinafter
referred to as taxpayers) that are entities paying corporate income tax
according to the declaration method and performing transactions with
related parties under the provisions of Article 5 hereof.

2. Tax authorities including General Department of Taxation, Department of
Taxation and Subdepartment of Taxation,

3. Other state regulatory authorities, entities or individuals involved in
application of regulations on management of the prices of related-party
transactions, including tax authorities of the countries or territories that are

parties to tax treaties with Vietnam still in force,

Article 3. Principles of application
1. Taxpayers engaged in transfer pricing must make declaration of their

related-party  transactions; eliminate factors causing reduction in tax
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obligations that are controlled or affected by related-party relationships in
order to define tax obligations imposed on related-party transactions which
are comparable to independent transactions having the same requirements.
2. Tax authorities should manage, check and inspect prices of related-party
transactions performed by taxpayers according to the arm’s-length and
substance-over-form principles in order to refuse to recognize related-party
transactions reducing tax obligations of enterprises to the state budget and
make adjustment to the prices of related-party transactions so as to correctly
define tax obligations as prescribed by this Decree.

3. The arm’s-length principle should be applied in the same manner as the
principles applied to transactions between independent parties which do not

have any related-party relationship in tax treaties in force in Vietnam,

Article 4, Definition

1. "Tax treaty” is the shortened term of the agreement on avoidance of
double taxation and prevention of tax evasion with respect to income taxes
which is signed between Vietnam and other states, and the agreement on
revision of the agreements currently in force in Vietnam,

2, "Party tax authority” is tax authorities of states which are parties to tax
treaties with Vietnam,

3. “Related-party transaction” is transactions arising between parties having
related-party relationships during their production and business process,
including purchase, sale, exchange, hire and rent with(out) rental fee for,
transfer, and assignment, of machinery, equipment and commodities, and
providing services; borrowing, lending, financial service, financial guarantee
and other financial instruments; purchase, sale, exchange, hire and rent
with(out) rental fee for, transfer and assignment of tangible assets, intangible
assets and agreement on joint use of resources such as synergies and
cooperations in utilization of human resources; sharing of costs between
related parties.

4. "Independent transaction” is a transaction between unrelated parties.
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5. “Independent comparable” is independent transactions or enterprises
performing independent transactions that are selected on the basis of
comparability analysis or determination of comparables acting in the same or
similar conditions to determine levels of prices, profit margins, profit
allocation rates in order to assess taxpayers tax amounts payable to the
state budget and ensure compliance with provisions set forth in the Law on
Tax Administration and the Law on Corporate Income Tax.

6. “Material difference" is differences in information or data that cause
significant or substantial effects on levels of prices, profit margins and profit
allocation rates of parties involved in transactions.

7. “Database of the Tax Authority” is information and/or data that are
established and/or managed by the Tax Authority in accordance with the
Law on Tax Administration, relate to determination of tax obligations of
taxpayers, and are collected, analyzed, stored, updated, and managed by tax
authorities, from wvarious sources, even inclusive of the databases and
information exchanged with tax authorities and regulatory authorities of
overseas countries,

8. “Substance-over-form principle” is the principle used to analyze business
activities of taxpayers in order to indicate the nature of related-party
transactions as the basis for comparison with independent transactions
performed in the same or similar conditions, ensure that related-party
transactions duly representing the commercial, economic and financial nature
are performed between unrelated parties, or if performed between parties
having related-party relationships, that these related-party relationships would
not adversely influence tax obligations to the state budget incurred by
taxpayers, This principle is based on data about and practical reality of
transactions between related parties to compare with independent
transactions in the same or similar conditions, and without reliance on forms
of transactions expressed in contracts or arrangements between related
parties, Identification of the nature of economic, financial or commercial

relationship existing in related-party transactions is based on comparison
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with independent transactions in the same or similar conditions.

9. “Arm’s length range” is a range of values regarding levels of prices, profit
margins, or profit allocation rates, of independent comparables that are
selected by tax authorities and taxpayers with reference to the databases
referred to in Article 9 hereof. Values in this range have the same or similar
level of reliability comparability. Where necessary, the probability method
would be used to identify the standard arm’s length range and the range of
values between transactions having the typical, general and common natures
in order to increase the reliability of independent comparables.

10. “Ultimate parent company” is a term used to refer to a legal entity that
holds both direct and indirect ownership interests in another legal entity of
a multinational corporation and is not owned by any other legal entity. A
consolidated account of an ultimate parent company of a corporation is not
consolidated into any financial account of any other legal entity around the

globe.

Chapter 11
SPECIFIC PROVISIONS

Article 5, Related parties

1. Related parties are parties having relationships where :

a) A party participates directly or indirectly in the management, control or
equity of the other, or puts investment in the other;

b) Parties participate directly or indirectly in the common management,
control, or the capital of or put investment in, other parties,

2. Related parties referred to in Clause 1 of this Article shall be subject to
the following specific provisions :

a) An enterprise participates directly or indirectly in at least 25% of equity

of the other enterprise;
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b) Both enterprises own at least 25% of equity in which a third party
participates directly or indirectly;

¢) An enterprise is the shareholder who has the greatest ownership of
equity of the other enterprise, or participates directly or indirectly in at least
10% of total share capital of the other enterprise;

d) An enterprise guarantees or offers another enterprise a loan under any
form (even including third-party loans guaranteed by financing sources of
related parties and financial transactions of same or similar nature) to the
extent that the loan amount equals at least 25% of equity of the borrowing
enterprise and makes up for more than 50% of total medium and long term
debts of the borrowing enterprise;

dd) An enterprise appoints a member of the executive board responsible for
the leadership or control of another enterprise provided the number of
members appointed by the former accounts for more than 50% of total
number of members of the executive board responsible for the leadership or
control of the latter; or a member appointed by the former has the right to
decide financial policies or business activities of the latter;

e) Both enterprises appoint more than 50% of membership of the executive
board or have one member of the executive board authorized to decide
financial policies or business activities who is appointed by a third party;
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;
h) Both business entities have transactions, either between their head offices
and permanent establishments or between permanent establishments of
overseas entities or individuals.

i) One or more enterprises is/are put under control of one individual
through either his/her capital participation into that enterprise or his direct

involvement in administration of that enterprise;
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k) In other cases where an enterprise is in reality under management of, or

control of decision on, business activities of the other enterprise.

Article 6, Comparability analysis, selection of independent comparables for

the purpose of comparing and determining prices of related-party transactions

1. Arm’s-length and substance-over-form doctrines shall be wused for
identifying the nature of related-party transactions which is the same as that
of independent comparables.

a) The nature of transactions prescribed by legally binding agreements,
documents or arrangements on transactions of related parties is compared to
the reality of execution of these transactions by such parties. Where
taxpayers have related-party transactions arising without entering into any
agreement in writing or with agreements incompliant with the arm's length
principle, or do not adhere to that principle of arm’s length transactions
between unrelated parties when performing these transactions in reality,
related-party transactions must be defined by the very nature of business
transactions between independent parties, i.e. the business transaction where
related parties receiving sales revenue or income from related-party
transactions with taxpayers shall have the right to own, and control risks in
trading, assets, commodities, services and resources, and the right to create
economic benefits and generate income from shares, equities and other
financial instruments, and taxpayers incurring expenses from transactions
with related parties must either directly receive economic benefits or values,
or contribute to creating sales revenue, value added to business activities of
taxpayers in conformity with the arm’s length principle;

b) The nature of transactions is defined by the method of collecting
information, evidences and data on transactions or risks posed to related
parties in the reality of business activities.

2. Comparability analysis must ensure comparability between independent

comparables and related-party transactions, must not cause any difference
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materially affecting the level of price, profit margin or profit distribution rate
between parties, In case where there exists any difference materially
affecting the level of price, profit margin or profit distribution rate, it is
necessary to analyse, determine, correct and eliminate that material
difference based on comparable factors, referred to in Clause 3 of this
Atrticle, and in conformity with specific transfer pricing methods, referred to
in Article 7 hereof.

Comparability analysis serves the purpose of finding similar independent
comparables :

a) Selection of internal independent comparables is a transaction between
taxpayers and unrelated parties, ensures comparability and does not cause
any difference materially affecting the level of price, profit margin or profit
distribution rate. Where there is none of the internal independent
comparables, selection of comparables shall be subject to Point b and ¢
Clause 3 Article 9 hereof, Comparison between related-party and arm’s
length transactions shall be made on the basis that each transaction is
compared with each comparable product. Where it is unlikely to make a
comparison by specific products, aggregation of transactions must ensure
conformity with the nature and reality of business activities, and application
of the method of valuation of related-party transactions shall be subject to
provisions laid down in Article 7 hereof;

b) Financial data of comparables must ensure reliability in order to be used
for tax declaration and assessment purposes, and conformance to regulations
on accounting, statistics and taxation. Time of transactions performed by
independent comparables must coincide with time of related-party
transactions or must be constituted by the financial year coinciding with the
financial year of taxpayers, except for special cases in which it is necessary
to expand the time frame of comparison under the provisions of Point d of
this Clause. Data must be properly formatted as the basis for comparing or
calculating levels of prices at the transaction time or within the same tax

period; the comparability analysis data on profit margin or profit distribution
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rate must be collected in three consecutive tax periods. Taxpayers shall
round decimal values of ratios or comparative rates up to the nearest
hundredth at their fractional parts. Where relative values derived from data
released without attached absolute numbers and this rounding method is not
used, the data released shall be accepted on conditions that reference
sources thereof must be cited,;

¢) The minimum number of independent comparables shall be selected after
completion of comparability analysis and adjustment for material differences
as follows : One comparable selected in case of related-party transactions
performed or taxpayers performing related-party transactions and
independent comparables without any difference; three comparables selected
in the event that there are certain differences existing in independent
comparables and there are not sufficient information or data provided as the
bases for eliminating all of the material differences, and over five
comparables selected only when there is any information or data used as
the basis for eliminating most of the material differences existing in these
independent comparables;

In cases where selected comparables are not equally reliable, the statistical
probability method shall be applied to determine the standard arm’s length
range and the value standing in the midst of the range shall be selected to
adjust and re-determine the level of price, profit margin or profit distribution
rate of taxpayers according to the transfer pricing methods prescribed by
Article 7 hereof;

d) Where it is unlikely to find independent comparables with related-party
transactions of particular or sole nature, the scope of comparability analysis
in terms of the sector, geographical market and comparison time should be
expanded so as to search for independent comparables. Expansion of the
comparability analysis scope shall be carried out in the following manner :
Selecting independent comparables by economic subsectors that are of high
comparability with subsectors in which taxpayers are operating in the same

geographical market; expanding the geographical market to regional
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countries that have similar sectoral conditions and economic development
levels.

Where the scope of comparability analysis for selection of independent
comparables is expanded to different geographical markets, it is necessary
that quantitative and qualitative analysis of comparability and material
differences must be made under the provisions of Point e of this Clause and
Clause 2 Article 7 hereof; or figures or data obtained from independent
comparables in the previous year should be used and adjustment for
material differences resulting from the time-related factor (if any) should be
made,

Time of expanding the scope of collection of figures or data from
independent comparables shall be restricted to one financial year in
comparison with the financial year defined by taxpayers if the pricing
method stipulated by Clause 2 Article 7 hereof is used.

dd) On the basis of the pricing method and selected independent
comparables, adjustment for level of price, profit margin or profit
distribution rate of taxpayers shall be made in order to determine corporate
income tax obligations of taxpayers without making any reduction in tax
obligations to the state budget.

3. Comparability analysis shall be made by using the method of comparing,
reviewing and correcting material differences in comparability factors in
order to select independent comparables.

a) Comparability factors include specifications of commodities, services and
assets (hereinafter referred to as product specification); functions and assets,
business risks; contractual terms and economic conditions in case of
transactions occurring;

b) Analysis of functions and assets, business risks is required to determine
main functions associated with use of types of assets, capital and expense,
including cooperation in utilization of human resources, sharing of costs
between related parties and risks from investment in assets, capital as well

as risks associated with profitability relating to business transactions.
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Functional analysis is considered as the basis for determining and
re-distributing risks incurred from actual business activities performed by
related parties;

¢) Analysis of particular comparability factors of intangible assets is required
to review and analyze rights to generate economic benefits stipulated in
contracts or agreements, and non-contractual relationships that generate
economic benefits to parties. Analysis of intangible assets must be based on
ownership of assets, potential profits earned from intangible assets,
restrictions on the geographical coverage in use of the rights to intangible
assets; life cycle of intangible assets; rights and relationships that generate
economic benefits; assignment of the right to get involved in developing
intangible assets and operating functions or capability of controlling actual
business risks of each related party relating to the entire process of
developing, increasing, maintaining, protecting and utilizing intangible assets;
d) Analysis of economic conditions under which transactions arise is
required to cover cost advantages based on such factors as geographical
positions, special functions; level of development of market and economic
conditions of business industries or sectors in which taxpayers are operating;
dd) Comparability analysis for elimination of material differences is an
analysis aimed at eliminating quantitative and qualitative differences that may
exist in financial information or data materially influencing factors used as
the benchmarks for determining prices of related-party transactions according
to specific pricing methods referred to in Article 7 hereof. Determination of
material differences is carried out on qualitative and quantitative basis,
including the quantitative difference defined as the difference determined by
absolute numbers in business cycle, number of years of establishment and
operation of an enterprise or relative numbers representing differences in
financial indicators according to particular investment sectors or operational
functions, differences in current capital; the qualitative difference defined as
information identified based on specific pricing methods.

Information is considered material, including the difference in product

specifications, contractual terms, functions, assets and risks and business
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sectors or activities and economic conditions of taxpayers and independent
comparables; the differences in investment policies, environment and
impacts of input costs in different geographical markets.

Quantitative and qualitative differences need to be reviewed and adjusted in
relation to comparability factors materially influencing the transfer pricing
method referred to in Article 7 hereof.

e) The analytical result shall be considered the basis for selection of
independent comparables in conformity with specific transfer pricing
methods referred to Article 7 hereof,

4. Comparability analysis process is composed of the following steps :

a) Identifying the nature of related-party transactions before making analysis
of comparability with independent comparables;

b) Comparably analyzing, finding and selecting independent comparables in
the same or similar conditions on the basis of identifying comparison time,
product specifications and contractual terms and conditions; analyzing the
sector, market and economic conditions whenever transactions arise;
analyzing related-party transactions and taxpayers performing related-party
transactions; database sources; transfer pricing method and adjustment for
any potential material difference;

¢) Identifying the level of price, profit margin or profit distribution rate,
based on the results of analysis of independent comparables, as the basis
for comparison or application to determination of corporate income tax
obligations of taxpayers and avoidance of any reduction in tax obligations to
the state budget. Calculation method must be identically applied in the
operating and business cycle or stage in agreement with functions and

business models as prescribed by Article 7 hereof,

Article 7. Transfer pricing methods
Comparison method for determination of prices of related-party transactions
(for the purpose of this Decree, shortly referred to as transfer pricing

method) shall be applied according to the arm's length principle, transaction
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nature and functions of taxpayers to the extent that this method is assessed
and applied in a consistent manner in the entire business cycle or stage;
shall be applied with reference to financial data obtained from independent
comparables selected according to comparability analysis principles referred
to in Article 6 hereof, The transfer pricing method is selected amongst the
following methods, based on features of related-party transactions,
availability of information and data as well as the nature of the pricing
method,

Transfer pricing methods shall be subject to the following provisions :

1. The method for comparing the price of related-party transaction with that
of independent transaction (hereinafter referred to as arm’s length price
comparison method) :

a) The arm’s length price comparison method is applied in either cases
where taxpayers perform transfer pricing of specifically classified products,
tangible assets or specified services subject to trading conditions, commonly
sold on the market or assigned prices quoted on the domestic and
international exchanges of commodities or services; make payment of
royalties on use of intangible assets; pay loan interest when performing
lending and borrowing activities; or perform independent and related-party
transactions in products that are of similar product specifications and subject
to contractual terms and conditions;

b) The arm’s length price comparison method is implemented according to
the principle that there is none of differences in product specifications and
contractual conditions upon comparison between prices of independent
transactions and these of related-party transactions which materially influence
product prices. Where there are material differences in product prices, these
material differences must be eliminated.

Such factors as product specifications and contractual terms and conditions,
which have material effects on product prices, encompass the followings :
characteristics, quality, brands and trademarks of products, and transaction

scale and volume; terms and conditions of agreements on supply and
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transfer of products, including amount, duration of transfer of products,
payment deadline and others; rights to distribute or consume commodities,
services or assets that affect the economic value and the market where such
transaction occurs and other factors affecting product prices such as
economic conditions and operational functions of taxpayers.

¢) Method of calculating the transfer price : Price of products in related-party
transactions is adjusted based on the arm’s length price or the value point
within the standard arm's length range of independent comparables as
prescribed by this Decree.

Where the product price is quoted on the domestic and international
exchange of commodities or services, the price of products in the transfer
pricing shall be determined according to the price of product quoted at the
comparable time and in the same or similar conditions,

Taxpayers purchasing machinery or equipment from foreign related parties
must provide records or documents evidencing purchase prices thereof in
accordance with the arm’s length principle upon the purchase time, For new
machinery or equipment, the price in the transfer pricing is the price on the
invoice demonstrating that the related party has purchased such machinery
or equipment from the independent party. For used machinery or equipment
of which the invoice or original document evidencing purchase is issued on
the purchase date, asset revaluation shall be subject to applicable legislation
on guidance on management, use and setting-aside of fixed asset
amortization,

d) The result achieved from the transfer pricing is the taxable price used for
declaring and determining the corporate income tax amount payable but
does not cause any reduction in taxpayers tax obligations to the state
budget.

2. Method for comparing the profit margin of taxpayers with that of
independent comparables (hereinafter referred to as profit-comparison
method) :

a) The method for comparing the profit margin of taxpayers with that of

independent comparables shall be applied in the cases where taxpayers do
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not have database and information in order to apply the arm’s length price
comparison method referred to in Clause 1 of this Article; taxpayers cannot
compare product-based transactions on the basis of specific transactions in
specific products in the same or similar conditions; aggregation of
transactions is carried out in order to ensure conformity to the business
nature and reality, and successful selection of profit margins of appropriate
independent comparables; or taxpayers fail to either exercise autonomy over
the entire business chain or participate in execution of general or specific
related-party transactions under the provisions of Clause 3 of this Article;

b) Application principle : Profit-comparison method shall be applied
according to the principle that there is none of differences in operational
functions, assets and risks; economic conditions and accounting and
bookkeeping methods taken into consideration in a comparison thereof
between taxpayers and independent comparables have material effects on
the profit margin, Where there are material differences in profit margins,
then these material differences must be eliminated.

Such factors as business functions, assets and risks and economic conditions
that have material effects on profit margins include factors relating to assets,
capital and costs; right to control and make a decision in reality to serve
the purpose of performing main functions of taxpayers; nature of business
industry and market for production and consumption of products;
accounting and bookkeeping method and cost structure of products;
economic conditions in which transactions occur,

Other factors determined based on the reality of execution of transactions
performed by related parties include commercial or financial relationships of
multinational corporations, technical assistance, disclosure of trade secrets,
know-how, utilization of employees working under single or dual
employment regime and economic conditions of a business industry or
sector in which taxpayers are operating. Comparability factors other than
those mentioned above include product specifications and contractual terms

and conditions.
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Where taxpayers doing business by performing their routine functions,
without performing strategic decision-making functions and engaging in
transactions of low added wvalue comprise production or distribution
enterprises which are not exposed to inventory risk or market risk and do
not have sales revenue or costs arising from uses of intangible assets, they
shall not have to incur operating losses arising from these risks;

¢) Method of calculating the transfer price : The profit-comparison method
shall help identify the relevant gross or net profit margins of taxpayers by
using the gross or net profit margins of selected arm’s length comparables
for comparison. Deciding on which profit margin where the gross profit or
net profit is relative to such bases as total sales, costs or assets is selected
shall vary depending on the nature and economic conditions of transactions;
functions of taxpayers and accounting or bookkeeping methods of related
parties. The bases for determination of the profit margin including sales
revenue, costs or assets are data included in accounting records of taxpayers
which are not subject to control taken or decision on prices of related-party
transactions made by related parties.

- The method for comparing the gross profit to sales (the resale price
method) :

The purchase price (cost) of a commodity, service or asset sold by a related
party shall equal (=) the resale price (net sales) of that commodity, service
or asset resold to an independent party minus (-) the gross profit divided by
the selling price (net sales) of a taxpayer less (-) certain other costs charged
for the purchase price, such as import duties, customs fees, insurance costs
or international shipping costs (if any).

The gross profit relative to the selling price (net sales) of a taxpayer, which
is determined by comparing it with that of independent comparables, shall
equal (=) the selling price (net sales) of a taxpayer multiplied (x) by the
gross profit relative to the selling price (net sales) of selected independent
comparables.

The gross profit relative to the selling price (net sales) of independent

comparables shall be calculated as the value falling within the standard
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arm’s length range of the gross profit to the selling price (net sales) of
independent comparables which are selected for adaptation to principles
herein stipulated.

The purchase price (cost) of such commodity, service or asset sold by a
related party, which is adjusted for independent comparables shall be the
price for taxation or declaration of costs and determination of corporate
income tax obligations which must be paid by taxpayers.

- The method for comparing the gross profit to the cost (the cost plus
method) :

The selling price or net sales of a commodity, service or asset sold to a
related party shall be calculated as the arm’s length cost thereof plus (+) the
gross profit relative to the cost of a taxpayer.

The gross profit relative to the cost of a taxpayer, which is determined by
comparing it with that of independent comparables, shall equal (=) the cost
paid by a taxpayer multiplied (x) by the ratio of gross profit to the cost
paid by selected independent comparables.

The gross profit relative to the cost paid by selected independent
comparables shall be calculated as the value falling within the standard
arm’s length range of the ratio of the gross profit to the cost paid by
independent comparables which are selected for adaptation to principles
herein stipulated.

The transfer selling price (or net sales) which is adjusted for independent
comparables shall be the price for taxation, declaration of costs and
determination of corporate income tax obligations which must be paid by a
taxpayer,

- The net profit margin comparison method :

The margin ratio of net profit before interest and corporate income tax to
sales revenue, costs or assets of a taxpayer engaged in the transfer pricing
shall be adjusted for the margin ratio of net profit before interest to sales
revenue, costs or assets of selected independent comparables, based on

which tax obligations of the taxpayer is adjusted or determined.
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Net profit excludes difference in sales revenue and costs of financial
operations.,

The net profit margin to be selected shall be the value falling within the
standard arm’s length range of the net profit margin of independent
comparables which are selected for adjustment to or identification of taxable
income and tax obligations of a taxpayer in conformity with the principles
herein stipulated.

Margin indicators of the net profit before interest and corporate income tax
shall be computed in accordance with provisions laid down in legislation on
accounting, tax administration and corporate income tax.,

3. Method for allocation of profits between related parties :

a) The method for allocation of profits between related parties shall be
applied to either cases where a taxpayer engages in the transfer pricing
which is of general, specific, sole or closed nature in a corporation, or
develops new products, uses proprietary technologies, takes part in the
value chain exclusively transacted within a corporation or the process of
developing, increasing, maintaining, protecting and utilizing proprietary
intangible assets in the absence of bases for determination of prices of
transactions between related parties or transactions closely connected or
simultaneously performed, or complicated financial transactions that relate to
multiple financial markets across the globe; or a taxpayer engages in the
digital transfer pricing in the absence of bases for determination of prices of
transactions between related parties or participates in creation of added
value from synergies within a corporation, or performs its functions to
exercise autonomy over the entire production and business process, and is
not covered under the provisions of Clause 1 and 2 of this Article;

b) Application principles : This method is defined as the method for
allocating total profit generated from related-party transactions in order to
determine profit of a taxpayer. This method shall be applied to total actual
and potential profit of related-party transactions referred to in Point a of this

Clause which are calculated by using financial data obtained on the basis of
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proper and valid evidencing documents; value and profit in the transfer
pricing must be determined by using the same accounting method in the
full time length of application of this method;

¢) Calculation method : Adjusted profit of a taxpayer shall be allocated based
on total profit of related-party transactions, including actual or potential
profits likely to be obtained by parties engaging in the transfer pricing.
Adjusted profit of a taxpayer is expressed as primary profit plus extra profit,
The primary profit is calculated according to the profit-comparison method
referred to in Clause 2 of this Article. The extra profit is calculated on pro
rata basis relative to one or certain factors such as sales, costs, assets or
employees of related parties engaging in the transter pricing and in
conformity with the arm's length principle.

Through lack of information or data for apportionment of the adjusted profit
stipulated above, such apportionment can be based on one or certain
factors such as sales, costs, assets or employees of related parties engaged
in the transfer pricing and conform to the arm's length principle.

d) The adjusted profit of a taxpayer shall be considered as the basis for
determining the taxable income and corporate income tax amount payable,

but shall not reduce tax obligations to the state budget.

Article 8. Determination of costs for assessment of tax in certain specific
cases for enterprises engaged in particular related-party transactions

1. Related-party transactions which neither agree with the arm's length
nature of transactions nor contribute to creating operating sales revenue or
income of a taxpayer shall not incur any cost qualified as allowable tax
deductions within a specified tax period, including :

a) Payments to a related parties that does not perform any business
operations relating to the industry or business activities in which a taxpayer
is operating;

b) Payments to a related party that performs business operations, but have

the scale of assets, number of employees and operating functions
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incommensurate with the transactional value that this related party has
obtained from a taxpayer;

¢) Payments to a related party that does not have any right or responsibility
relating to assets, commodities or services rendered to a taxpayer;

d) Payments to a related party that is a resident entity within a country or
territory that does not collect corporate income tax, and that does not
contribute to creating sales revenue or added value from business activities
of a taxpayer.

2. Transactions where services are rendered between related parties :

a) Except for payments referred to in Point b of this Clause, a taxpayer can
claim deductions for its service costs from tax within a specified tax period
when meeting the following requirements where its services rendered have
commercial, financial and economic value and are directly used in business
activities of a taxpayer; services rendered by related parties are confirmed as
already supplied only in the same conditions under which independent
parties pay for these services; the arm's length principle and transfer pricing
method or the method of allocation of service costs between related parties
must be consistently applied in the entire corporation to payment of costs
of similar services of which a taxpayer must provide a contract, evidencing
documents, invoices and information concerning the method of calculation,
factors of allocation and policies on prices within the corporation.

Where there is a connection with centers performing specialized functions
and synergies in creating the added value for the corporation, a taxpayer
must determine total value created from these functions and identify the
level of profit allocation proportionate to value of participation by related
parties from which relevant costs of services paid to a related party to
perform coordination or service supply functions in arm’s length transactions
of same or similar nature have been deducted.

b) Service costs that are not qualified as deductions from taxable incomes
encompass costs arising from services rendered for the sole purpose of

providing other related parties with benefits or values; services rendered to
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provide benefits for shareholders of related parties; services for which costs
are repeatedly charged due to multiple related parties render the same
services, or in which the added value offered to a taxpayer is unspecified,
services which are, in nature, benefits obtained by a taxpayer as a member
of a corporation and costs that a related party adds to third-party services
rendered through a related intermediary without adding any value to these
services,

3. Taxpayer's total loan interest cost arising within a specified tax period
qualified as a deduction from income subject to corporate income tax shall
not exceed 20% of total net profit generated from business activities plus
loan interest costs and amortization costs arising within that period.

This regulation shall not apply to taxpayers who are subjects of application
of the Law on Credit Institutions and the Law on Insurance Business.
Taxpayers shall declare proportion of loan interest cost arising within a

specified tax period according to the Form No. 01 hereto appended.

Article 9. Database used in declaration, determination and management of
transfer prices

1. Database used in declaration, determination and management of transfer
prices includes :

a) Database provided by information business organizations, including
financial information and corporate data collected by these organizations
from information sources which are publicly released, retained, updated,
managed or used (hereinafter referred to as commercial database);

b) Corporate information or data publicly released on stock exchanges;

¢) Information or data available on domestic and international commodity or
service exchanges.

d) Information made available to the public by ministries or sectoral
departments, or other official information sources.

2. Database used in order for tax authorities to manage transfer prices
includes :

a) Database referred to in Clause 1 of this Article;
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b) Information or data exchanged with counterparty tax authorities;

¢) Information made available to tax authorities by ministries or sectoral
departments;

d) Database owned by tax authorities.

Database owned by tax authorities shall be used for managing risks and
setting transfer prices in the event that there is any violation against
provisions set forth in Clause 3 Article 12 hereof,

3. Analyzing and selecting independent comparables in order to analyse and
determine the arm's length range shall be subject to the principle of
comparability analysis and the transfer pricing methods referred to herein,
which follows the priority order in selecting comparison data as listed
hereunder :

a) Internal comparables of taxpayers;

b) Resident comparables residing within the taxpayer’s country or territory;
¢) Comparables of other regional states in the same or similar sectoral
conditions and economic growth levels.

With regard to foreign comparables operating in different geographical
markets, it is necessary to analyse comparability and quantitative and
qualitative material differences referred to in Point e Clause 3 Article 6 and
Clause 2 Article 7 hereof,

Article 10, Rights and obligations of taxpayers in declaration and determination
of transfer prices

1. Taxpayers engaged in the transfer pricing as covered by this Decree shall
be accorded rights under the provisions of the Law on Tax Administration,
2. Taxpayers engaged in the transfer pricing as covered by this Decree shall
be held responsible for declaring and determining transfer prices, and shall
be exempted from taking on obligations to pay corporate income tax within
the territory of Vietnam in accordance with this Decree.

Taxpayers shall assume responsibility for demonstrating their compliance
with this Decree in selection of a pricing method at the request of regulatory

authorities.
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3. Taxpayers engaged in the transfer pricing as covered by this Decree shall
be held responsible for declaring information about related-party
relationships and transactions by using the Form No. 01 given in the
Appendix to this Decree and submitting it together with the corporate
income tax finalization return,

4. Taxpayers shall be responsible for retaining and providing the transfer
pricing documentation package, including :

a) Local file prepared by using the Form No.02 given in the Appendix to
this Decree;

b) Master file containing information relevant for global corporations,
prepared by using the Form No.03 given in the Appendix to this Decree;
¢) Country-by-Country report of an ultimate parent company prepared by
using the Form No.04 given in the Appendix to this Decree.

If a taxpayer having an ultimate parent company operates within the
territory of Vietnam and generates at least eighteen thousand billions of
Vietnam dong in global consolidated revenue, then it takes responsibility for
preparing a Country-by-Country report included in the transfer pricing
documentation package prepared by using the Form No. 04 given in the
Appendix to this Decree.

For a taxpayer having an overseas ultimate parent company, a taxpayer shall
be responsible for submitting a copy of its ultimate parent company’s
Country-by-Country report where that ultimate parent company is required
to submit this report to the host-country tax authority by using the
declaration form given by that tax authority or the declaration form No. 04
given in the Appendix to this Decree. Where a taxpayer fails to provide a
Country-by-Country report, that taxpayer is obligated to provide a written
explanation letter in which reasons for such failure, legal bases, and
references to specific legislative regulations of the counterparty country on
prohibiting taxpayers from providing Country-by-Country reports, should be
stated.

5. Transfer pricing documentation package must be prepared before the

time of filing corporate income tax finalization returns each year, and must
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be stored and presented to meet the demand for information requested by
tax authorities, When a tax authority carries out transfer pricing audit, the
time limit for provision of the transfer pricing documentation

package shall not exceed 15 working days from the date of receipt of
request from provision of information.

0. The transfer pricing documentation package and information materials or
evidencing documents provided by taxpayers to the tax authority shall be
subject to laws and regulations on tax administration. Sources of data,
evidencing documents and materials used as the bases for comparability
analysis and determination of prices of related-party transactions must be
clearly cited. Where data submitted by independent comparables are
accounting figures, taxpayers shall be responsible for retaining and providing
the tax authority with these data represented in a soft copy and in the
spreadsheet format.

7. Taxpayers shall be responsible for providing, in an sufficient and accurate
manner, and bearing legal responsibility for, information and documents
included in the transfer pricing documentation package at the request of the
tax authority during the consultation procedures prior to the audit as
prescribed by Article 12 hereof. The time limit for submission of the transfer
pricing documentation package is no longer than 30 working days from the
date of receipt of the tax authority’s request. Where sound reasons are
provided by taxpayers, the submission deadline shall be extended only once
to no longer than 15 working days as from the expiry date.

8. Independent external consultancy or audit companies or tax filing
companies which act on behalf of taxpayers to file the transfer pricing
documentation package shall be responsible for complying with legislation
on tax administration for enterprises engaged in the transfer pricing referred
to herein and assume legal responsibility in accordance with laws and
regulations.

9. The Ministry of Finance shall provide specific guidance on information
used for completing the Form No. 01, 02, 03 and 04 given in the Appendix
hereto appended.
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Article 11, Safe harbor for transfer pricing documentation

1. A taxpayer shall be exempted from the transfer pricing documentation
requirements referred to in Section III and IV of the Form 01 given in the
Appendix to this Decree only if it is engaged in a related-party transaction
with an entity that must pays corporate income tax within the territory of
Vietnam, is subject to the same corporate income tax rate as applied to the
taxpayer, and where neither of them is not offered the corporate income tax
incentive within a specified tax period, but shall be required to provide
bases for such exemption in Section I, II included in the Form No.01 of the
Appendix to this Decree,

2. The taxpayer shall be responsible for declaration of transfer pricing
information according to the Form No.01 given in the Appendix to this
Decree but shall be exempted from the transfer pricing documentation in
the following circumstances :

a) Taxpayer is engaged in the transfer pricing but the total revenue arising
within a specified tax period is less than VND 50 billion and the total value
of the related-party transactions arising within a specified tax period does
not exceed VND 30 billion;

b) Taxpayer already entering into Advance Pricing Agreement (APA) has
submitted the annual report in accordance with legislation on Advance
Pricing Agreement. For those related party transactions which are not
covered by the APA, taxpayers are obliged to comply

with the aforesaid transfer pricing documentation requirements referred to in
Article 10 hereof;

¢) Taxpayer performing business activities by exercising routine functions,
neither generating any revenue nor incurring any cost from operation or use
of intangible assets, generating sales of less than VND 200 billion, as well as
applying the ratio of net operating profit before loan interest and corporate
income tax relative to sales revenue, engages in related-party transactions in
the following sectors :

- Distribution : At least 5%;
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- Manufacturing : At least 10%;
- Toll manufacturing : At least 15%.
Where taxpayer does not comply with the profit margins stipulated in this

point, the aforesaid transfer pricing documentation shall be required.

Article 12, Duties and powers of tax authorities in management of prices of
related-party transactions

1. Apply risk management practices to tax administration for prices of
related-party transactions in accordance with legislation on taxation,

2. Tax authorities shall consult the comparability analysis principle, transfer
pricing principle and methods referred to herein as well as information
about tax obligations of enterprises engaged in the transfer pricing in order
to carry out tax imposition in the following cases :

a) If enterprises fully comply with accounting, invoicing and evidencing
documentation regulations, setting thresholds of revenue, costs or taxable
income for the purpose of determination of tax obligations shall adhere to the
comparability analysis principle, transfer pricing methods and databases used in
management of prices of related-party transactions as prescribed by this Decree;
b) If enterprises fall into other cases, imposition of tax shall be based on
the tax authority’s database in accordance with regulations on tax imposition
applied to enterprises that have not fully complied with accounting,
invoicing and evidencing document regulations or regulations on handling of
tax violations,

3. Tax authorities shall have authority to set the level of price, profit margin
or profit allocation rate which is used for tax assessment or setting
thresholds for taxable revenue or corporate income tax amount payable with
respect to taxpayers engaged in the transfer pricing within a specified tax
period, based on information, data and analysis of assessment of the tax
authority in the cases where taxpayers commit violation against transfer
pricing legislation as follows :

a) Taxpayers do not provide or insufficiently provide information or do not

submit the Form No.01 given in the Appendix hereto appended;
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b) Taxpayers provide insufficient information required in the transfer pricing
documentation package referred to in the Form No. 02, 03 given in the Appendix
to this Decree or do not present the transfer pricing documentation package
and data, evidencing documents and materials used as the basis for
comparability analysis and redetermination of prices in the transfer pricing
documentation package at the tax authority’s request within the permitted
time limits referred to herein.

¢) Taxpayers use inaccurate or unreliable information about independent
information to carry out comparability analysis, declare and determine the
transfer price, or rely on materials, data and evidencing documents which are
illegitimate, invalid or are of unclear origin to determine the level of price,
profit margin or profit allocation rate applicable to related-party transactions;
d) Taxpayers commits any violation against transfer pricing regulations set
out in Article 11 hereof.

4. The tax authority shall be responsible for securing information provided
by taxpayers relating to the transfer pricing in accordance with provisions
laid down herein. Provision of information to other entities or organizations
shall be subject to Clause 5 of this Article.

5. Where there is any issue relating to policies or regulations concerning industries
and specialized sectors after the transfer pricing audit, the tax authority shall ask
for advice from entities, organizations or individuals involved, specifically including :
a) Sectoral regulatory authorities, sectoral organizations or associations shall
be advised;

b) The tax authority shall be responsible for providing dossiers, information
and documents relating to the transfer pricing for sectoral entities or
organizations giving advice. Entities giving advice shall be responsible for
securing information in accordance with laws and regulations.

6. The tax authority shall exchange information with taxpayers and counterparty
tax authorities according to the consultation procedures implemented prior
to, during and after the transfer pricing audit as follows :

a) Where, through application of risk management measures to tax administration

of prices of related-party transactions, the tax authority finds it necessary to
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exchange information with taxpayers about the Form No.01 given in the
Appendix to this Decree and the transfer pricing documentation package of
taxpayers, the tax authority shall send a request for consultation with
taxpayers in order to exchange and provide in advance information about
the transfer pricing documentation package of taxpayers in accordance with
provisions set forth in this Decree;

b) Where the tax authority needs to contact or discuss with the tax
authority about the Country-by-Country report and other relevant
information under the provisions on bilateral agreement and information
exchange formalities in the relevant tax treaties. Where necessary, the tax
authority shall notify taxpayers in writing of temporary suspension of the
transfer pricing audit in order to exchange information with the counterparty
tax authority in accordance with legislation on taxation;

¢) The tax authority shall be responsible for facilitating taxpayer's
demonstration of and explanation for figures or data of independent
comparables used in the transfer pricing documentation package.

7. Where the tax authority signs the APA with taxpayers, the tax authority
shall assume the following responsibilities :

a) Manage and audit related-party transactions which are not covered by the
APA according to the risk management principle.

b) Manage and audit compliance of taxpayers with the APA in accordance

with laws and regulations.

Article 13. Responsibilities of ministries, sectoral departments and People's
Committees of centrally-affiliated cities and provinces

1. The Ministry of Finance :

a) Assume responsibility for state management of prices of related-party
transactions in accordance with provisions laid down herein;

b) Undertake and collaborate with the Ministry of Information and
Communications in communicating or disseminating state management of
prices of related-party transactions;

¢) Audit implementation of transfer pricing regulations set out herein,
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2. The State Bank

Cooperate in provision of information or data on foreign loans and debt
repayments of particular enterprises engaged in the transfer pricing with
reference to the list requested by the tax authority, including data on loan
turnover, interest rate, periods of interest and principal payment, actual fund
withdrawal, debt (principal or interest) payment and other related
information (if any).

3. The Ministry of Planning and Investment

Cooperate in provision of data for registration of business industry of
enterprises; database concerning investment fund structure at the licensing
time and time of adjustment and amendment to the investment certificate or
the business registration certificate and relevant information on investment
projects when the tax authority conducting the transfer pricing audit
demonstrates that there is a sign of transfer pricing for tax evasion or
avoidance purposes at the tax authority's request.

4. The Ministry of Science and Technology and the Ministry of Agriculture
and Rural Development shall, within their jurisdiction, have the following
responsibilities and powers

Cooperate in provision of the database relating to technology transfer
agreement; industrial property right assignment agreement; transfer of plant
variety rights; application documents for intellectual property rights after
industrial property rights, plant variety rights are

established, and provide information when being consulted for the tax
authority in order to carry out tax administration for related-party
transactions.

5. The Ministry of Information and Communications

Cooperate in provision of the database of enterprises licensed to do
business in the fields within its jurisdiction and information about
related-party transactions in the digital economy at the Ministry of Finance’s

request,
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6. The Ministry of Industry and Trade

Cooperate in provision of the database of transfer prices of commodities
available for transactions on domestic commodity exchanges and information
within its scope of management or information required for management of
transfer prices by the tax authority.

7. People’s Committees of centrally-affiliated cities and provinces

Direct the Departments of Planning and Investment, Departments of Finance
and departments, subdepartments or divisions to establish the database
within the scope of their sectoral management which is used for transfer

pricing management.

Chapter 1I1
IMPLEMENTATION PROVISIONS

Article 14, Entry into force

This Decree shall enter into force from May 1, 2017,

Article 15, Implementation responsibility

1. The Ministry of Finance shall provide specific guidance on Article 6, 7
and 8 Article 10, Point ¢ Clause 2 Article 11; undertake and collaborate with
relevant ministries and sectoral authorities and People’s Committees of
centrally-affiliated cities and provinces in implementation of this Decree.

2. Ministers, Heads of Ministry-level agencies, Heads of Governmental
bodies, Presidents of People’s Committees of centrally-affiliated cities and
provinces, and entities or individuals concerned, shall be responsible for

implementing this Decree./.

PP, THE GOVERNMENT THE PRIME MINISTER Nguyen Xuan Phuc
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Form No.01

INFORMATION ABOUT RELATED-PARTY RELATIONSHIPS AND
TRANSACTIONS

(Attached to the Corporate Income Tax Finalization Declaration Form No. 03/INDN)
Taz period: from ........cccoovvvenenn. e

[01] Taxpaver s name

[02] Tax
identification
oumber
[03] Address:

[04] Urban/rural district: .__.._..__.........._... [05]

[10] Tax
identification
anber
SECTION L INFORMATION ABOUT RELATED PARTIES

iy Form of related-party
No. [Related party’s name| Country | identification e
iniber relationshipl

258



&)
i 2 i & AB|C|DP|E|GH|I|K
1
2
3

SECTION IL SATE HARBOR FOR TRANSTER PRICING DECLARATION AND
DOCTUMENTATION

Description of exemption or mitigation

Define
whether or
not
exemption
or
mitigation
is applied2

2

3)

Fxemption of transfer pricing declaration as specified hereunder in Section
[T and IV

[Taxpayer is engaged in a related-party transaction with an entity that nst
pay corporate income tax within the territory of Vietnam. is subject to the
kame corporate income tax rate as applied to the taxpaver. and where
meither of them is not offered the corporate income tax incenfive withina
specified tax period.

Exemption from transfer pricing documentation requirements

Taxpayer is engaged in a transfer pricing transaction but the fotal revenue
arising within a specified tax period is less than VND 50 billion and total
walue of the related-party transactions anising within that specified tax
eriod does not exceed VIND 30 billion

Taxpayer already entering into Advance Pricing Agreement has submitted
the anmal report in accordance with legislation on the Advance Pricing
|4 greement

Taxpayer performs business activities by exercising routine finctions,
meither generates any revenue nor incurs any cost ffom operation or use of
infangible assets. generates sales of less than VIND 200 billion. as well as
applies the ratio of net operating profit before loan interest and corporate
income tax relative fo sales revenue, and engages in related-party
transactions in the following sectors:

- Distribution: Af least 5%

- Manufacturing: At least 10%

+ Toll manmfacturing: At least 13%
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SECTION HII. INFORMATION ABOUT TRANSTER PRICING

Unit: Viemamese dong

Transaction valwe of zales to the relaned Transacton valoe of purchaze: from e Prafi F sed

L relased party mereased | collsction,
. - due payment, [[rapsaction:
No.| Description Rm'ﬂ?udllmd' mrﬂwp'rrd:umm' ed revalusdon jdistribution| covered by
& ¥ | i ¥
e [P e b P s [ b e [ bt | o | AR
party : party - ; 5 ¥
Eramzaction bemgth price iranzacion length price e=gh price| sesidemcd
1 ] 31 {4 (TG 8 M B VB (1 A= (1D {13)
[Focad walwe of
franzactions
I perisng frem
praziness
pectivities
[Coeal valwe of
franzactons
II prizing frem
relaced-panty
pctivities
1 Goods
|=oods that ars
1.1 fmed for oeating
Exed ausatn

3 Balied paty A

b Psbied patv B

[Foods tat are
ot nseed for
Freating £axod
]

a Pebred paty A

b Psbied patv B

[Fervices

Patearch and
11 Pevelopment
pevice:

a Pebied patv A

b Pelied paty B

A drartisamet
panvics

(=]
ba

a Pebred paty A

b Pelied paty B

Erusimans

[oamo e
Fensabancy and
[raizms wrvice

3 Fslied patv A

b Pelied paty B

premation seraice
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Balired pary A
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Felited pariv B

2.4.2can imterest

A Ralied poiy A

B Peboed prry B

1.7 [rther semaces

S

A Rahied priv A

B Pabted perv B

SECTION IV. OPERATING RESULTS DEFINED AFTER THE TRANSIER

PRICING
1. This field intended for taxpavers operating in the production, trading and service
industry
Taxpaver who has already signed the Advance Pricing Yes o No o
Agreement (APA)
Unit: Viemamese dong
Value of lwe]aﬂl-ﬂ- Total value of
party fransaction Value of | fFANSactions
Vatue b .. .. | arising from
3 Value defined [ransactions)  ,,ciness
No. Indicator basedon  |EiRed)  with o
based : activities
transfer unrelated ithin
3 onthe | parties Y
POCIE | Apa specified tax
documentation price period
1) @ (3) ) G)  [OFGHEHE)

1 [ales of goods and services

Including sales of exported goods and services

(]

Deductions

Net sales of goods and services

B L]

Costs of goods sold

(]

(Gross profits of goods sold and services rendered

Selling expenses

Business overheads

L= T e [ =)

Reveme generated by financial operations
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Including revenue generated from loan inferest

Financial expenses

91

Including loan interest expenses

10

\Amortization costs

1

—

[Net operating profits

Net profit from which loan inferest costs and

2 porporate income taxed have not been deducted

ret

13

Net operating profits plus loan interest expenses
and amortization costs (13=11+9.1+10)

1

e

Fatio of loan interest expenses to net operating
profits plus loan interest expenses and
pmortization costs

n

Profit margin used for transfer pricing

Bl

VIARZn O ... oo

MArgin Of ..o ooooooooooeooeoe

C

2. This field intended for taxpavers operating in the banking and credit industry

Taxpayer who has already signed the Advance Pricing Yes o No o
Apgreement (APA)
Unit: Vismamese dong
Value of relm?d- Total value of
party fransaction Value of transactions
Value koo o | arising from
Value defined ransactions| © . C
No. Indicator basedon DEhned  ywith 2
based . activities
transfer unrelated e
£ onthe| parties within a
PocmE | oapa |V specified rax
fdocumentation price period
[43] 2 (3) 4) 6)  [6-GHAHS)
1 [Interest income and other similar income

bt

Interest payments and other similar expenses

Net interest income

|

[ncome generated from service operations

L&

Fxpenses incurred from service operations

Profit/loss from service operations
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Profit/loss from foreign exchange business
pperations

[Net profit/loss from sale and purchase of
trading securities

[Net profit/loss from sale and purchase of
investment securifies

10 Income generated from other operations
1

-

Fxpenses incurred from other operations

—
bt

[Net profit/loss from other operations

Income generated from capital contributions

o and share purchases

14 |Dperating expenses

[
L

5 Expenses incurred from credit risk provisions
16 |Gross profit before tax
1

18 Profit margin used for transfer pricing

|

[Net operating profit (17=16-12)

b Marginof ...

e i T S

3. This field intended for taxpavers that are securifies companies, securities investment
fund management companies

Taxpayer who has already signed the Advance Pricing Yes o No o

Apgreement (APA)
Unit: Viemamese dong
Value of related- Total value of
party transaction . (ransactiois
¢ Value of arising from
) Value defined| V1" ransactions| * busi%less
No, Indicator based on defined  yith SR
based activities
transfer unrelated ithi
2 onthe | pardes within a
PCINE | 4pa pé specified tax
documentation i]fi(“t‘ period
)] @ G) ) (B)  (EO=EHAH5)
R.eceipts from fees for provision of
1 Bervices fo customers and sole
roprieforship activifies
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Receipts from fees for securities
brokerage services

Receipts from fees for portfolio
management services

Receipts from fees for underwriting and
issuing agent services

Receipts from fees for financial
consultancy and securities investment
Bervices

Feceipts from fees for securities
investment find management and
bonuses awarded to find management

companies

Feceipts from fees for fund certificate
1SSUANCE SETVICES

Remmunerations paid to management
boards for their participation in other
companies’ management boards

Difference in securities selling and
buying prices defined within a specified
tax period, receipts from interest on
bonds in sole proprietorship activities of
kecurities companies, financial
investment activities of fund
management COMpanies

(Other receipts prescribed by laws on
provision of services to customers and
sole proprietorship activities

(]

Expenses for provision of services fo
customers and expenses for sole
proprietorship activities

Payments of fees for membership of
securities trading centers (if the
declaring company is a member of a
securities trading company)

Fxpenses for securities depository
kervices, fees for trades in securities
carried out at securities trading centers

Fees for listing and registration of
recurities (if the declanng company is a
company issuing securities listed at a
securifies trading center)

Expenses associated with management
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Costs of mobilization of capital for
pivestment funds

[oan interest payments

Remunerations paid to the management
boards

Pavments of taxes, fees, charges payable
pssociated with business operations

Pavments for management and official
duty activities, emplovee costs

Payments for amortization of fixed
pssets. other asset-related pavments

k1

Pavments for amortization of fixed
pssefs

-
]

(Other asset-related pavments

Amounts set aside for provisions for
roprietary-trading securities

=1

(Other payments prescribed by laws on
provision of services to customers and
kole proprietorship activities

Profit (loss) derived from provision of
ervices to customers and sole
oprietorship activities

(Other income generated from activities
other than provision of services to
rustomers and sole proprietorship
pctivities

(Other expenses for provision of services
to customers and sole proprietorship
pctivities

Profit (loss) from activities other than
provision of services to customers and
sole proprietorship activities

Total profit recorded in accounting
books before corporate income tax

Net operating profit (9)=(7)-(6)

MNet profit from which loan interest costs
and corporate income taxed have not
been deducted vet

10

MNet operating profits plus loan mterest
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expenses and amortization costs

(10)=(8)+(2e)(2k])

Fatio of loan interest expenses to net
11 pperating profits plus loan interest
expenses and amortization costs

12 Profit margin used for transfer pricing

Margin
o e e L e T et

b

O | e e S L i e

I herein undertake that data shown above are true and assume legal liability for these data./.

emoen o, O0EE (A
TAX AGENT'S OFFICER
TANPAYER or TANPAYER'S LEGAL

Poll mames . .o ocas e g FEPRESENTATIVE
Practicing certificate No........_....... {Sign and wrife full name; specify title and
stamp (if any})
Form No.02

LIST OF REQUIRED INFORMATION AND DOCUMENTS IN THE LOCAL FILE
{Attached to the Corporate Income Tax Finalization Declaration Form No. 03/ TNDN)
Tax period: from .....oovvenivininninnns (1 S

[01] Taxpaver's name:

[02] Tax
identification
number

[03] Address:

[04] Urban/rural district: ... [05)

[OO] Pedephomes=. ..o LA B [08] Email:
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[09] Tax agent’s name (if any):

[10] Tax
identification
number

The company reports information or documents already prepared and filed according to the
Form WNo.02 as follows:

. . Created ol
No. Description and filed Remark

1 [Taxpaver s information

1.1 [[nformation about the management mechanism and organization
structure, including organizational diagram. list and brief
description of managerial position holders in the corporation to
which the taxpavyer is accountable, and their office or headquarter
pddress

1.2 [Information about business operations or strategies of the taxpayer,
including information about the taxpaver’s involvement in or
influence on the processes for. decisions on restuctunng or
transfer of capital or assets of the corporation in the defined fiscal
[vear

1.3 [[nformation about enterprises that provide simuilar products or
services in the domestic and international market (1.e. major

competitors):

2 [Related-party transactions: in a certain fype/class of matenal
related-party transactions in which the taxpaver involves, the
following information are reguired:

2.1 Description of material related-party transactions (e.g. provision of
production service, purchase of goods, offer of services, loans and
performance bonds and financial security. intangible asset
oncessions, etc.) and the context where these transactions occur

[
[

Value and inveices of amounts which have paid and have received
within the corporation in respective transactions relating to a
rubsidiary company (e.g. amounts that have paid and received
during the process of transaction in products, services, copyrights
and loan interest, etc.) that are subject to adjustments made by
foreign tax authorities

23 [Determination of related parties involved in related-party
transactions and their relationship

24 [Duplicate copies of related-party transaction contracts or
poreements

Detailed function and comparability analysis of taxpaver and

[
Lh
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related parties involved in respective related-party transactions,
including any change made in comparison with the prior year

26 [Interpretation of the most appropriate pricing method classes of
related-party transactions and reasons for selection of the
recommended pricing method

2.7 Defimtion of the related party selected for transfer pricing and
explanation for such selection

2.8 [Summary of material presumptions upon application of the
recommended pricing method

29 [Explanation for analysis of multiple vear data (if any)

210 [List and description of (internal and external) independent
comparables and financial information and indicators necessary for
analvsis of transfer prices, including description of the method for
searching comparison data and sources of information as
references for such searching activity.

211 Description of comparability adjustments that have already been
made, reasons and materials related to adjustment results

212 Description of reasons and interpretation showing that application
of the recommended pricing method has observed the arm's length

principle

2.13 PBummary of information about quantitative financial indices,
indicators and criteria. reasons and interpretation showing that
these indicators are used during the process of application of the
recommended pricing method

2.14 [Copv of the unilateral, bilateral and multilateral APA and other fax
agreements related fo related-party transactions of the taxpayer fo
which the Vietnam’s tax authority is not a participating party or
signatory.

3  [Financial information:

3.1 [Taxpaver's financial report prepared in the declaration year

3.2 [nformation about and plan of distnbution and method of use of
financial data in the process of application of the recommended
pricing method

3.3 [Bref description of related financial data used in the process of
comparability analysis and data sources

34 PBummary of reasons and explanation for causes, business and
investment plan and development strategy of enterprises whose
income statements show they have incurred operating losses for at
least 3 vears.

The company herein undertake that all information provided in this form and attached
documents are true and assume legal liability for such information /.
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e 0t (dd mmANIY)
TAX AGENT'S OFFICER
TAXPAYER or TANPAYER'S LEGAL

Full REPRESENTATIVE
e R

(Sign and write full name; specify title and siamp
Practicing certificate No............._.. {if amy))
Note:

- Keap blank in columms where no mforjfﬂarrﬂn is provided.

Form No.03

LIST OF REQUIRED INFORMATION AND DOCTUMENTS IN THE GLOBAL
MASTERTILE

{Attached to the Corporate Income Tax Finalization Declaration Form No. 03/ TNDN)
Tax period: from .............cceennnens L

[01] Taxpaver s name;

[02] Tax
identification
mmber

[03] Address:

[04] Urban/rural district: ... [03]

[10] Tax
identification
number
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The company reports information or documents already prepared and filed according to the
Form No.03 as follows:

No.

Description

Created
and filed

Remark

1

(Organizational structure:

11

(Chart illustrating the ownership structure. legal structure of the
corporation and geographic locations of its active subsidiaries.

Information about business operations carried out by the
lcorporation., including:

Eey elements and major distribution channels generating
business profits

[
=2

Description of the supply chain of 5 major products and/or
services of the corporation defined based on their sales and anv
products and/or services accounting for more than 5% of total
sales of the corporation. including information about important
ireographic markets of these products and services. Description
may take the form of a chart or diagram.

23

[ist and brief description of agreements on material services
between the corporation’s members that excludes research and
idevelopment (B.&D) services and includes competency of head
jor main offices at a global and regional level that provide
important services and transfer pricing policies with the aim of
distribution of service costs and determination of the prices for
the corporation’s internal services.  Summary of main reasons
and explanation for the circumstance where the corporation
carries out purchase, advertising and marketing activities through
centralized commercial and marketing centers.

24

Description of main geographic markets of the corporation’s
roducts, referred to in subparagraph 2.2

Documented description of analysis of the head or main office’s
functions of giving contributions to values created by the
corporation’s local business establishments, e.g. material
functions performed, material risks assumed and material assets
used.

26

Description of material business restructuring transactions,
Bcquisitions of mergers arising within the specified fiscal vear

Information about the corporation’s intangible assets:

31

(General description of the overall strategy of a MINE for
development. ownership and use of intangible assets. including
locations of establishments carrying out R&D of head or main
offices and locations where R&D activities are managed

I ist of intangible assets or group of intangible assets i the

icorporation that have material impacts on transfer pricing
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33

ELE

Ju

olicies and are legally owned by subsidiary companies

List of important agreements between related parties on
intangible assets, cost contribution arrangements, arrangements
on provision of research service for head or main office and other
licensing of concession arangements

(eneral description of transfer pricing policies applied by the
corporation to B&D and infangible asset operations

(eneral description of transfers of important interests involving

intangible assets between related parties in the related fiscal vear.

33

including information about subsidianies and countries
participating in such transfers and other relevant payments
The corporation’s infer-company financial operations:
(eneral description of financial distribution mechamsm of the
corporation. inchuding financial and financing arrangements with

41

independent lenders
Information vsed for defining anv member of the corporation that

4.2
provides financial finctions and centralized funds for the
corporation, including countries where its subsidiaries are
established and actual head offices of these subsidiaries

43 |(General description of transfer pricing policies applied by the
corporation to financial and financing arrangements between

related parties

(Operating results and tax obligations of the corporation:
(Consolidated financial statements of the declaration vear of the
corporation and reports. financial, internal management
mechanisms for tax assessment purposes of the corporation:
applicable tax rates for determination of tax obligations relative

to profits obtained from business operations carried out by
related parties involved in related-party transactions with the

LN

!-.-'l
Y

Ly
]

taxpaver

2 |List providing brief descniption of unilateral APAs and other tax
policies relating to income distribution between countries

The company herein undertake that all information provided in this form and attached

documents are true and assume legal hiability for such information /.

date (dd/mmAnyi

TANPAYER or TANPAYER'S LEGAL
REPEESENTATIVE

TAXN AGENT'S OFFICER
{Sign and write full name; specify fitle and
stamp (if any))
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Nofe:

- Kagp blank in columns where ne information is provided.

Form No.04
DECLARATION OF INFORMATION IN THE COUNTRY-BY-COUNTERY REPORT
{Attached to the Corporate Income Tax Finalization Declaration Form No. 03/ TNDN)
Taz period: from ......cvvvvvniiriinnnn £ SR L e

Taxpaver's name:

Tax
identification
number

Tax agent’s name (if any):

Tax
identification
number
SECTION I. OVERVIEW OF INCOME DISTRIBUTION, TAX AND BUSINESS
OPERATIONS CLASSIFIED BY COUNTRIES OF RESIDENCE

Total sales Total Tangible
] Prnﬁtmrpo'mte Iut-:ameR ssteredCrmulated. Total ﬂ“eﬁ;
Country Al Sip 104 fieore) cnme: |- 2 (FOEERRRLERITINGGL M | STHR
. pmounts| capital | profit gemplovee cash and
length| —° “[Total| (45 tax ;
arty | PATEY : paid cash
party pavable .
equivalents

SECTIONIL LIST OF INTER-CORPORATION SUBSIDIARIES CLASSIFIED BY
COUNTRIES OF RESIDENCE

272




2ME

R
%A

S
o

=

£

£

=

=

= ;

Siamer of the mulinsiionsd proup:

Couniries .ulﬁnlﬂmﬂl.:
ur
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S [rEs ruisen, Hohltzg or Sale, Oiprraiisn, [Rendering Hubding uf
Ceaniny Ihlﬂ"‘ fin Bersrarch # Y , | murritay I mcrvioos Bk P dhad whare or
PRl | ber than | and of o . sadothur | 1o | FP | uaclal fnsurunce| e | SO g
i lresi - . s » wrprodectien | - [maincial
o ar vl [prend et dribedion| ssailiary i oo | mervices caplisl
MR serrierie properiy ol prosdecia | morviees | pariks

I herein undertake that data shown above are true and assume legal liability for such data./.

.......... date (ddmmAny)
TAX AGENT'S OFFICER
TAXPAYER or TAXPAYER'S LEGAL
Pollmame: o i REPRESENTATIVE
Practicing certificate No................ {signature, stamp (write full name and title))

Noie: Keep blank in columns where no information is provided.

1 Taxpaver marks “x” in the column “form of related-party relationship™ as referred to in
Clause 2 Article 5 hereof Where a related party involves in more than one form of related-
party relationship, taxpaver is required to mark “x” in the appropriate cells.

2 Taxpaver marks “x" in the appropriate rows.

3 For the purpose of distribution to subsidiary residents, defining whether sales or costs are
distributed is required.

4 Taxpaver marks “x” if a transaction is covered by APA and “no™ if a transaction is not
covered by APA
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