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Tax & Custom Alert

Highlighting recent tax and custom developments in Vietnam

Clarifications on On-spot Imports and Exports Procedures

The General Department of Customs ("GDC") has recently received queries from various business
associations as well as diplomatic agencies with regard to the customs procedures for on-spot imports
and exports ("On-spot Procedures”) stipulated in Article 35 of the Decree 08/2015/NB-CP ("Decree").
The Decree sets out the customs procedures related to the supervision and control mechanism for on-
spot import and export.

On 8 August 2023, GDC issued the Official Dispatch 4146/TCHQ-GSQL that provides clarifications on
two key issues relating to the On-spot Procedures.

First, GDC has re-affirmed that the On-spot Procedures are only applicable to foreign entities which do
not have a legal presence in Vietnam. The affirmation could be a signal that the authorities have been
listening to feedback from enterprises which have been encountering difficulties in complying with the
customs procedures for years, and the authorities are going to undertake a well-rounded and
comprehensive assessment of feedback on the current On-spot Procedures before proposing the
relevant legislative reforms for the Government's consideration.

Secondly, GDC has shared the view that On-spot imports and exports should be regarded as domestic
transactions among local entities. If this view were to be formalised by laws and/or subordinate
legislation in the future, this will likely put an end to the businesses of enterprises which have been
trading under the model of export processing/toll manufacturing with the final products being delivered
within Vietnam territory ("Policy-affected Enterprises"). This is because all materials imported by these
enterprises would become dutiable and there would be no refund of import duty, resulting in heavier
cost for this business model. Policy-affected Enterprises are advised to start reviewing and adapting
their current business model in response to this GDC's position.

Exchange Rate for Foreign Contractor Tax

Enterprises have been recently questioned by the tax authorities regarding the exchange rate to be
used for the computation of foreign contractor tax ("FCT exchange rate"). Most tax authorities allow the
taxpayers to use the exchange rate at the bank at which they maintain their accounts, while some tax
authorities in major cities request the taxpayers to use the exchange rate at the bank engaged by the
taxpayers to make the payments to the foreign entities. Given that every bank has its own exchange
rates policy, this inevitably causes difficulties for taxpayers who make frequent payments to overseas
vendors in tax declaration and exposes them to penalties and late tax payments.

To address these issues, on 23 October 2023, the General Department of Taxation (GDT) issued the

Official Letter 4666/TCT-CS which prescribes the exchange rate to be used for the computation of FCT
in the scenarios below:
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(a) For overseas payments by credit, the [selling currencies] exchange rate of the credit issuing
bank shall be applied.

(b) For overseas payments by cash, the [buying currencies] exchange rate of the bank at which the
enterprise maintains an account shall be applied.

Restrictions on Change to Depreciation Method in Accounting
Records

Sometimes enterprises may need to change their depreciation methods for assets in accounting records
for internal management purposes. Any changes to the depreciation methods may have a significant
impact on tax liabilities to be declared by an enterprise.

The Official Letter 23568/CTBDU-TTHT issued by Binh Duong Tax Department on 6 October 2023
provides that the depreciation methods for assets in accounting records have to be consistently applied
and should not be changed within a year. Any changes to the depreciation method for assets must be
justifiable. In practice, the local tax authorities have denied the taxable income declared by Enterprises
in several cases due to changes to the depreciation methods of assets within the same fiscal year.

Further Information

Please feel free to reach out to our contact partner/s should you have queries on the above
developments.
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Contacts

Nguyen Hung Du Vu Thi Que

Partner Chairwoman

Head, Tax Head, Corporates Services
T +84 28 3821 2382 T +84 28 3821 2382

du.nguyen@rajahtannict.com que.vu@rajahtannict.com
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Our Regional Contacts

R&T SOK&HENG | Cambodia
R&T Sok & Heng Law Office

T +85523963112/113

F +855 23963116
kh.rajahtannasia.com

RAJAH & TANN 78 EiE

SHANGHAI REPRESENTATIVE OFFICE | China
Rajah & Tann Singapore LLP

Shanghai Representative Office

T +86 21 6120 8818

F +86 21 6120 8820

cn.rajahtannasia.com

ASSEGAF HAMZAH & PARTNERS | Indonesia
Assegaf Hamzah & Partners

Jakarta Office
T +62 21 2555 7800
F +62 21 2555 7899

Surabaya Office

T +62 31 5116 4550
F +62 31 5116 4560
www.ahp.co.id

RAJAH & TANN | Lao PDR
Rajah & Tann (Laos) Co., Ltd.

T +856 21 454 239

F +856 21 285 261
la.rajahtannasia.com

CHRISTOPHER & LEE ONG | Malaysia
Christopher & Lee Ong

T +60 3 2273 1919

F +60 32273 8310

www.christopherleeong.com

Rajah & Tann Asia is a network of legal practices based in Asia.
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RAJAH & TANN | Mvyanmar

Rajah & Tann Myanmar Company Limited
T +95 19345 343/ +95 1 9345 346

F +951 9345 348

mm.rajahtannasia.com

GATMAYTAN YAP PATACSIL

GUTIERREZ & PROTACIO (C&G LAW) | Philippines
Gatmaytan Yap Patacsil Gutierrez & Protacio (C&G Law)
T +632 8894 0377 to 79/ +632 8894 4931 to 32

F +632 8552 1977 to 78

www.cagatlaw.com

RAJAH & TANN | Singapore
Rajah & Tann Singapore LLP

T +65 6535 3600
sg.rajahtannasia.com

RAJAH & TANN | Thailand
R&T Asia (Thailand) Limited

T +66 2 656 1991

F +66 2 656 0833
th.rajahtannasia.com

RAJAH & TANN LCT LAWYERS | Vietnam
Rajah & Tann LCT Lawyers

Ho Chi Minh City Office
T +84 28 3821 2382/ +84 28 3821 2673
F +84 28 3520 8206

Hanoi Office

T +84 24 3267 6127
F +84 24 3267 6128
www.rajahtannlict.com

Member firms are independently constituted and regulated in accordance with relevant local legal requirements. Services provided by a
member firm are governed by the terms of engagement between the member firm and the client.

This update is solely intended to provide general information and does not provide any advice or create any relationship, whether legally
binding or otherwise. Rajah & Tann Asia and its member firms do not accept, and fully disclaim, responsibility for any loss or damage

which may result from accessing or relying on this update.
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Our Regional Presence

Rajah & Tann Singapore LLP
Shanghai Representative Office

China
Rajah & Tann (Laos) Co., Ltd.
Lao PDR
$sa/ah & T.ann ® Rajah & Tann LCT Lawyers
Myanmar Company Limited ® PY Vst
Myanmar
R&T Asia (Thailand) Limited ® s ( J Gatmaytan Yap Patacsil
Thailand ° Gutierrez & Protacio
ol (C&G Law)
R&T Sok & Heng Law Office Philippines

Christopher & Lee Ong

® Cambodia
Malaysia

Rajah & Tann Singapore LLP

Singapore
[ J
[
Assegaf Hamzah & Partners
Indonesia

Rajah & Tann LCT Lawyers has a multi-faceted talent pool of lawyers with expertise in a range of practice areas who are able to provide end-to-end
legal services for all transactions in Vietham. Rajah & Tann LCT Lawyers is also able to handle cross-border transactions involving other jurisdictions,
particularly those within the Indochina region.

Rajah & Tann LCT Lawyers is part of Rajah & Tann Asia, a network of local law firms in Cambodia, China, Indonesia, Lao PDR, Malaysia, Myanmar,
the Philippines, Singapore, Thailand, and Vietnam. Our Asian network also includes regional desks focused on Brunei, Japan, and South Asia.

The contents of this Update are owned by Rajah & Tann LCT Lawyers and subject to copyright protection under the laws of Vietnam and, through
international treaties, other countries. No part of this Update may be reproduced, licensed, sold, published, transmitted, modified, adapted, publicly
displayed, broadcast (including storage in any medium by electronic means whether or not transiently for any purpose save as permitted herein)
without the prior written permission of Rajah & Tann LCT Lawyers.

Please note also that whilst the information in this Update is correct to the best of our knowledge and belief at the time of writing, it is only intended
to provide a general guide to the subject matter and should not be treated as a substitute for specific professional advice for any particular course
of action as such information may not suit your specific business and operational requirements. It is to your advantage to seek legal advice for your
specific situation. In this regard, you may call the lawyer you normally deal with in Rajah & Tann LCT Lawyers.
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