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On 8 August 2023, the Ministry of Economy and Finance
issued Instruction No. 018 MEF.NT.GDT (the “Instruction”)
to provide guidance to taxpayers on the procedures for
claiming value added tax (“VAT") credits and refunds. The
Instruction aims to facilitate the VAT refund process, reduce
uncertainties and disputes, and encourage voluntary
compliance from taxpayers.

Before diving into the details, it's important to understand
that generally, requirements to be eligible for a VAT refund
are:

+  Bearegistered VAT taxpayer
«  Have a valid VAT registration certificate
+  Have a valid taxpayer identification number

« Submit a VAT refund application to the General
Department of Taxation (“GDT")

«  Provide all required documentation, including VAT
invoices, purchase orders, and other supporting
documents

IMPORTANT UPDATES

Guidelines for requesting a VAT credit

The guidelines for medium and large taxpayers to request a
VAT credit are as follows:

1. Input VAT credits should be filed through the monthly
e-filing system of the GDT.

2. They can only be filed in the month in which the local
taxable supply or importation of goods by the taxable
person occurred.

3. They can only be claimed on VAT-taxable supplies or
importations for use in the provision of VAT-taxable
supplies. Taxpayers who supply non-VAT-taxable goods
or services cannot claim an input VAT credit.

4. Taxpayers must maintain documentation to support
the input VAT credit, which includes:

+  Forlocal purchases of goods or services, taxpayers
must have the original tax invoices that meet the
criteria stated in Prakas No. 723 MEF.PrK dated 14
August 2019 on Rules on the Use of Invoices. Input
VAT credits will not be permitted with commercial
invoices.

- For imports, taxpayers are required to have
the customs declaration and original payment
receipts with the valid name and information of
the requesting enterprise.

Guidelines for requesting a VAT refund

The guidelines for medium and large taxpayers to request a
VAT refund are summarized below:

1. Taxpayers whose main activity involves exports or who
are registered as a qualified investment project, and



other taxpayers who have input VAT credits for more than three consecutive
months, can request a VAT refund.

2. The Instruction emphasizes that to receive the VAT refund within the
timeframes specified in Prakas No. 576 MEF.Prk dated 19 June 2018 on the
Mechanism for VAT Refunds, taxpayers must preferably submit their VAT
refund request within three or six months, but not later than one year, so as
to prevent the accumulation of input VAT credits over multiple years. The VAT
refund timeframes specified in the Prakas are as follows:

«  For not-for-profit entities (diplomatic missions, foreign councils,
international non-governmental organizations, and technical
cooperation agencies of other governments are all included in
this category): 15 business days.

«  For companies: 40 business days (this timeframe may be
shorter for taxpayers who possess a Gold Taxpayer Compliance
Certificate).

3. If the taxpayer accumulates input VAT credits and fails to request a refund for
more than one year, the timeframes above will not apply.

4. Refunds will not be granted if taxpayers accumulate input VAT credits for
more than three years (N-3). However, taxpayers can request a VAT refund for
input VAT credits from the years before 2020 that have not been previously
refunded. To do so, taxpayers must submit a request letter to the GDT by 31
December 2023. Furthermore, VAT refunds will only be allowed for input VAT
credits that are supported by the relevant documents and can be verified
against the data in their suppliers’ tax declarations.

5. Taxpayers are required to keep their bank account information and company
information up to date with the GDT.

6. Taxpayers must provide the required documents and VAT accounting records
promptly and in full. Otherwise, the VAT refund request may be suspended or
declined until the GDT receives these documents and records.

7. The GDT may temporarily suspend a VAT refund if the enterprise requesting
the refund has outstanding tax liabilities or is subject to tax reassessment,
until the tax arrears or tax reassessment is settled.

INSIGHTS FROM VDB LOI

“VAT returns” - the two words that have the ability to bring on confusion and panic
to a business owner before the filing process has even begun. With adequate self-
education, VAT returns really aren’t so bad. We are here to help you by providing a
few golden nuggets of VAT return advice.

Tip #1: Plan ahead and file your return on time

VAT is a self-assessed tax, which means that taxpayers are responsible for
calculating and paying the tax themselves. The input VAT credit can only be filed
in the month when the taxable supply occurred. For a timely refund, remember
the refund request must be filed within three or six months after being eligible for
the refund, but not later than one year. The Instruction also sets out an important
deadline of 31 December 2023 for taxpayers that still have input VAT credits from
years before 2020 to request a VAT refund. It is important to plan ahead and file
your VAT return on time to avoid unnecessary losses.

Tip #2: Maintain proper accounting records

You must keep proper accounting records to support your VAT claims. These
records should include invoices, purchase orders, and other documentation that
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shows the VAT paid and the VAT collected. For
example, the VAT on sales must be stated on
invoices to provide documentary evidence for
the credit claimed by a company.

Tip #3: Be aware of sales refunds and credit notes

If you receive a sales refund or credit note for
VAT you've paid, you must reduce the amount of
VAT you owe. You must also account for refunds
and credit notes in your accounting records.

Tip #4: Be aware of reverse charges

A reverse charge is a special rule that applies
to certain cross-border transactions. Under a
reverse charge, the buyer is responsible for
paying the VAT instead of the seller. You must be
aware of reverse charges if you make or receive
cross-border payments.

Tip #5: Reconcile your VAT regularly

Taxpayers should reconcile their VAT regularly
to ensure they have recorded it correctly. VAT
reconciliation is the process of comparing
the VAT that a business has collected from its
customers against the VAT that it has paid on
its purchases. VAT reconciliation is an important
process that can help businesses ensure they
are complying with the VAT regulations so as
to avoid penalties and fines. It can also help
businesses identify opportunities for VAT
savings or refunds.

At VDB Loi, our team of experienced advisors
can help you navigate the complex VAT refund
process and get the results you need. We have a
proven track record of success, helping a diverse
base of businesses with their tax compliance

needs. If you have any questions on this tax
update, please contact the undersigned or your
usual VDB Loi advisor.




VDB Loi in the region

BANGLADESH

BANGLADESH

UTC Building, 19* Floor

Unit 1922, 8 Pantho Path
Karwanbazar, Dhaka 1215

T. 48800961 188 6739
WhatsApp: +95 0 997 532 7699

CAMBODIA

No. 33, Street 294 (corner of
Street 29)

Sangkat Tonle Bassac

Khan Chamkarmorn

Phnom Penh 120101

T: +855 23 964 430~434

F: +855 23964 154

Find us on: 0 @ °

INDONESIA

Plaza Bisnis Kemang, Suite 211
JI. Kemang Raya, No. 2

Jakarta 12730

T:+6221718 3415

The Cityloft Sudirman

Suite 1119, Jalan K. H. Mas
Mansyur Kav. 121, Jakarta,
10220

T:+62 21 25556611

LAOS

Level 4, Kolao Tower Il

23 Singha Road, Nongbone
Village, Saysettha District
Vientiane

T: +856 21 454 679

VIETNAM

Level 16, Unit 1638
Bitexco Financial Tower
2 Hai Trieu Street

Ben Nghe Ward

District 1, Ho Chi Minh City
700000

T: 484 708 283 668

MYANMAR

Level 10, Units 01-05
Junction City Office Tower
Corner of Bogyoke Aung San
Road and 27 Street
Pabedan Township, Yangon
T:+951 9253 752~756

F: +951 9253 758

ParkRoyal Hotel

Jade Villa No. 13/14
Hotel Zone

Dekhina Thiri Township
Nay Pyi Taw

T/F:+95 678 106 089

www.vdb-loi.com
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