Decree 68 deductible Interest
expenses in related party

On24June Zozgg%vemment hasissuedDecreeNo. 6&/ 2020/ND-CP (“Dea'ee 68") amendingand

supplementing Glause 3, Article 8, DecreeNo.20/. 2017/ND—CPon guﬁngtaxadmlnlstratlonforenterprlses
engaginginrelatedparty transactions. Decree68tookeffectfr 1
CorporatelncomeTax ("CIT”) yearof 2019.
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Decree 68 amended the regulations on determining the deductibility for interest expenses for enterprises engaging in related party transactions since the CIT year
2019 and allowed enterprises to retrospectively apply a part of the amended regulations for CIT years of 2017 and 2018. In addition, Decree 68 introduced a new Form
No. 01 replacing Form No. 01 under Decree 20/2017/ND-CP (“Decree 20") for enterprises to declare in accordance with the amended regulations.

Below are notable changes and assessment of tax impacts for your reference:

Amended content Decree 20 Decree 68 Applied timing and retrospective regulations
. . Total net interest expenses in tax period e Applied from the CIT year of 2019
. Total interest expenses in : : . :
Total interest expenses tax vear (The interest expenses after the netting e Retrospectively applied for the CIT years of
y interest income against the interest expense) 2017 and 2018
Al fom th I perod of 201
P g 20% 30% * Retrospectively applied for the CIT years of

taxes, depreciation, and
amortization (“EBITDA")
Non-deductible interest expense

Carry forward of non-deductible . (exceeding 30% EBITDA) can be carried .

. Not mentioned . L

interest forward to following tax years but limitedto 5 ¢
years

Non-applicable object Not mentioned Not applicable for certain type of loans (*)

2017 and 2018

Applied form the CIT year of 2019
Not retrospectively applied

Applied for the CIT year of 2019
Not retrospectively applied

(*) Loans from taxpayers are under the Law on Credit Institutions and the Insurance Business Law, Official Development Assistance (“ODA”) loans, various preferential

loans made by the Government, and loans made for implementing national programs and state social benefit policies.

To enjoy the favorable amendments, the enterprises subject to Decree 68 should pay attention to the following salient points:

. For the CIT years of 2017 and 2018, enterprises should amend CIT finalization returns for the retrospective regulations before 01 January 2021

. For the CIT year of 2019, the enterprises should amend the related party transactions disclosure return according to the new Form No.01 prescribed under
Decree 68

. In case where the enterprises have been audited by Tax Authorities; and the audit minutes have been issued by the Tax Authorities, enterprises should request

the Tax Authorities to re-determine tax payable, for the years of tax audit
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This newsletter is only intended for information about the new laws enacted, not for advice or applying to specific cases. Although we endeavor to provide accurate and timely information, there can be no guarantee that such information is accurate
as of the date it is received or that it will continue to be accurate in the future. RSM Vietnam as well as members in RSM network shall not be responsible for any loss whatsoever sustained by any person who relies on this communication. Please
refer to your advisors for specific advice.

RSM Vietnam is a member of the RSM network and trades as RSM. RSM is the trading name used by the members of the RSM network. Each member of the RSM network is an independent accounting and consulting firm, each of which practices
in its own right. The RSM network is not itself a separate legal entity of any description in any jurisdiction. The RSM network is administered by RSM International Limited, a company registered in England and Wales (company number 4040598)
whose registered office is at 50 Cannon Street, London EC4N 6JJ. The brand and trademark RSM and other intellectual property rights used by members of the network are owned by RSM International Association, an association governed by
article 60 et seq of the Civil Code of Switzerland whose seat is in Zug.
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