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The Global Minimum Tax (“GMT") Resolution was approved by the Vietnamese
National Assembly on 29 November 2023 and will enter into force on 1 January
2024. This article highlights some key provisions of the GMT Resolution as well as
will focus on its impact on the reporting requirements in Vietnam.

GLOBAL MINIMUM TAX

The Global Minimum Tax is a one of the pillars of the Action Program to Combat
Base Erosion and Profit Shifting (“BEPS”) initiated by the Organization for
Economic Cooperation and Development (“OECD") in June 2013.

The concept of global minimum tax relates to the corporate income tax payable
by multinational companies that meet threshold defined by OECD. Under the
plan, CIT at a rate of at least 15% shall apply to multinational companies with total
global consolidated revenue of 750 million EUR.

GLOBAL MINIMUM TAX RESOLUTION IN VIETNAM

On November 29™, the National Assembly enacted a Resolution on the
implementation of an additional corporate income tax in accordance with
regulations to prevent global tax base erosion (“GloBE"). The resolution will be
applicable from fiscal year 2024. It is projected that over 100 international firms
will be liable to tax, with an additional annual tax revenue of approximately 14,600
billion VND per year (approx. 602 million USD).!

The GMT resolution defines“Additional CIT" as Additional Tax Rate * Excess Profit.
The Additional Tax Rate will be the gap between the Global Minimum Tax Rate and
the Effective Tax Rate that the company bears in Vietham. The Global Minimum
Tax Rate is set at 15% while the Effective Tax Rate of a MNE in Vietnam is the sum
of applicable tax attributed for Vietnam entity member in a financial year over net
income in accordance with the GIoBE.

The GMT Resolution further refers to two new concepts: the Income Inclusion
Rule (“llR") and the Qualified Domestic Minimum Top-up Tax (“QDMTT").

IR
This applies to:

(@) Ultimate parent companies,
(b) Partially owned parent companies, or
(¢) Intermediate parent companies

which are based in Vietnam and have direct or indirect ownership of a low-tax
foreign constituent entity under global minimum tax regulations at any time
during the fiscal year.

The Additional Corporate Income Tax is exempted (zero tax) for a member entity
in a jurisdiction if such member entity meets all conditions below:

+  Average revenue as per the GloBE in that jurisdiction is less than EUR 10
million;

«  Average income as per the GIoBE in that jurisdiction is less than EUR 1
million or in loss position;

QDMTT

This applies to MNE constituent units or groups of constituent units that have
production or business activities in Vietnam throughout the financial year. The
Additional Corporate Income Tax is exempted (zero tax) for a member entity (or

1 Statistic from General Department of Taxation: https://www.mof.gov.vn/webcenter/
portal/btcvn/pages_r/l/tin-bo-tai-chinh?dDocName=MOFUCM294852.
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group of members) in Vietnam, if such member entities
meet all conditions below:

+  Average revenue as per the GIoBE in Vietnam is
less than EUR 10 million;

«  Average income as per the GloBE in Vietnam is less
than EUR 1 million or in loss position

The Government is assigned to prepare an amendment
to the Law on Corporate Income Tax taking into account
contents of this GMT Resolution.

IMMEDIATE IMPACT AND ACTIONS REQUIRED

Vietnam currently employs a variety of tax incentives for
foreign investment businesses, including:

(a) preferential tax rates (10% up to 15 years or whole
term of the project);

(b) tax holiday up to 4 years and/or half reduction (up
to 9 years);

(c) allow loss carryback when calculating taxable
revenue (within 5 years);

(d) no withholding tax on transferring profits abroad;

(e) allowing for accelerated depreciation or other tax
incentives and land rent reductions.

These tax incentives contribute to reducing in some cases
the actual corporate income tax rate of FDI enterprises
to around 12% or sometimes less.? Accordingly, it can be
expected that impacts from the new regulations will apply
to quite a substantial number of companies operating in
Vietnam.

GMT Resolution provides that a report on qualification
under QDMTT or IIR shall be filed within specific timeline:

(@) 9 months after the end of the fiscal year for
taxpayers who qualify for QDMTT regulations; and

(b) 15 months after the end of the fiscal year for
taxpayers who qualify for IIR regulations.

Please contact VDB Loi tax team in Vietnam for clarifications
on the above or support in assessing the impact of the new
regulations and help in preparing and submitting the new
reporting documents.

2 Statistics from General Department of
Taxation: http://customs.gov.vn:8228/index.
jsp?pageld=3244&aid=184777&cid=5278#:~:text=The0%20
T%E1%BB%95ng%20c%E1%BB%A5¢c%20
Thu%E1%BA%BF%2C%20c%C3%A1¢,thu%E1%BA%BF%20
SU%E1%BA%A5t%20trong%209%20n%C4%83m.

This publication does not represent legal or tax advice.
VDB Loi is represented in Vietnam through Loi and Partners Law Company Limited
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VDB LOI IN VIETNAM

VDB Loi has been operating in Vietnam since 2013. Our practice
concentrates on the natural synergies that exist between legal
and tax. We solve our clients’ issues by knowing their business,
their industry and seeing the broad picture of doing business in
Vietnam.

A combination of Vietnamese and international experts in our
team allows us to provide in-depth local law and tax advice
that takes into account modern international standards and
approaches, thus anticipating clients’ expectations and helping
them reach their goals in the most efficient manner.

Our advice is relied upon by international and development
financial institutions for some of the region’s largest ever financing
transactions. Multinationals often choose us for multibillion dollar
investment projects in a wide range of sectors.

We have particularly strong expertise in Energy and Infrastructure,
Project Finance, Real Estate, TMT, and Tax. VDB Loi also provides
ongoing support to its clients at all stages of their investments in
Vietnam, from initial market entry, business set up, and obtaining
regulatory approvals, to continued compliance with reporting
and filing requirements.
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