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PUBLISHER'S NOTE

As Vietnam proceeds with doi moi (reno-
vation) and continues its open-door policy, there
is an increasing need for current and relevant
information about Vietnam in an easily accessi-
ble format. This new publication, Files on
Vietnam, seeks to meet this need.

The number of foreigners who are interest-
ed in Vietnam as a promising land for doing
business and as an attractive tourist destination
is increasing daily. As Vietnam reaches out to
befriend other nations for independent and
peaceful co-existence and development, precise
and accurate information will help to cement
the bonds of friendship and cooperation
between Vietnam and the rest of the world.

This bi-monthly series Files on Vietnam is
meant by Th€ Gidi Publishers to furnish inter-
ested readers with open and up-to-date material
about all aspects of this country. Each issue is in
fact a collection of translations of overviews,
reports, statistical data from various branches
and industries, and legal documents relevant to
foreign residents in Vietnam.

It is hoped that the Files on Vietnam will
be a help to foreign policy makers, business-
men, researchers, tourists and students. Any
comments or suggestions for improving the
series will be highly appreciated.

Thé Gidi Publishers



SOCIO-ECONOMIC
SITUATION IN MARCH
_AND 1ST QUARTER OF 2001

(Documents for Press Conference
held on 3rd April 2001
by the Office of the Government)

“

In general, there was an upward trend in
socio-economic development in the first
quarter of 2001. Agricultural production devel-
oped in a positive way. Industrial production,
State budget collection and foreign direct
investment all -grew in comparison with the
same period of 2000. Some good results were
seen in the effort to solve social problems, par-
ticularly hunger eradication and poverty
reduction. Below are the key norms imple-
mented in the first quarter of 2001 in compar-
ison with the same periods of the two previous |
years: " -

" ™ ‘ "

| Quarter | Quarter | Quarter
. (1999) | (2000) | (2001) |
GDP growth rate (%) 44 56 12

L?hfwmm) 03| 84| 144
Wersgogmatn | 7o | gy | g
Mekong River Delta (million tonne) o .
Export growth rate (%) 99 | 416 | 142
Import growth rate (%) 442 | 386 | 84
Z?;':L?:jm"ggp % 23| 43| 270

State budget collection/
estimated total (%)

State budget collection/GDP (%) | 202 | 232-| 231
Inflation (%)  + 29| 08| 00

01| 2| %9

“However, investment in capital construc-
tion was at a low level and showed no vigorous
rise. Export rose but failed to reach the target-
ed-rate. It is estimated that the target to realize
the key norms set for 2001 can be achieved if
drastic measures are taken to round off the set
tasks within each month and each quarter,
timely remove obstacles to agro-products con-
sumption, push up the pace of capital con-
struction and export, stimulate demand and
investment, and prevent deflation.
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SITUATIONS OF SOME KEY FIELDS
ARE AS FOLLOWS: ‘

1. Economy

Economic developmént reached a fairly
high rate and could maintain a high growth
rate in some fields. The GDP growth rate in the
first quarter of 2001 was 7.2% (against 5.6%
of the first quarter of 2000), of which agricul-
ture-forestry-fishery rose by 3.8%, industry
and construction by 9.9%, and services by
6.1% against 3.9%, 7.4%, and 4.6% in the first
quarter of 2000 respectively.

a. Agricultural production saw a comprehensive
development; the winter-spring crop is expected
to be a bumper; animal husbandry, aquaculture
and industrial crops growing moved on well;
effective measures for consuming agro-produce
were actively taken. However, farmers still meet
numerous difficulties.

The whole country sowed nearly three mil-
lion hectares of winter-spring paddy, i.e. the
same area as last year’s crop, of which over 1.1
million hectares are in the North and the rest_in
the South. Some rice-harming pests have
appeared. Localities are figuring out effective
preventive measures. Southern provinces har-
vested about 773 thousand hectares of early
winter-spring paddy, with an average productiv-
ity of 0.5-0.6 quintal per hectare. |

The area for sowing summer-autumn rice
in the South was 132,000 hectares, a 76-per-
cent rise against the same period last year.

. The 2000-2001 coffee crop is estimated to

produce a bumper harvest, about. 700,000
tonnes; the rubber output in the first quarter is
estimated to be 48,000 tonnes, achieving 17%
of the year’s target and a rise of 100% against

the same period last year. Tea was to be har-

vested in mid-March, with an estimated pro-
duction of 130-140 thousand tonnes, i.e. a rise
of 10-20 thousand tonnes over the last year.

The output of aquatic products of the first
quarter was nearly 500,000 tonnes, achieving
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23% of the year’s plan and a rise of 13% over
the same period last year. Among this amount,
sea-products accounted for over 320,000
tonnes.. The first quarter’s aquatic-product
export reached US$303 million (against
US$214 million of the first quarter of 2000).

Product consumption

Ministries, branches and localities are
urgently preparing for purchasing one million
tonnes of husked rice and 150,000 tonnes of
coffee for temporary reserve according to the
Prime Minister’s decision. At present, coffee
price ‘has risen by 200-500 VND/kg. In An
'Giang, Pong Thap, Cin Tho and other

© provinces, brown rice price used to fall contin-

ually, but now goes up by 10-20 VND/kg.

~The consumption of sugar cane and sugar
this year shows no fluctuation, with no sugar
left unmarketed in stock at production estab-
lishments. However, a new question is the lack
of material sugar cane for sugar refineries,
especially at the end of the crop.

b. Industrial production was maintained at a
high growth rate; some fields made good
progress. Industrial products were consumed
quickly.

The value of industrial production in
March 2001 was estimated to rise by 3.4%
against February 2001; and that of the first
quarter of 2001 increased by 14.4% compared
with the same period of 2000: Notably, the
industrial production value of state enterprises
rose by 10.4% (of central enterprises by 10.5%
and local ones by 10.2%); that of non-state

“enterprises rose by 17% and foreign-invested

ones by 17.5%. Particularly, the oil and gas
sector grew by 24.2%.

.

Industry of some localities grew at a fairly
. high rate, for example that of Hai Phong City
grew by 25.3%, Thanh Hod by 35.3%, Binh
Duong 32.5%, Ba Ria - Viing Tau 22.5%, Ho
Chi Minh City 15.4%, Phi Tho 16.7%, Quang
Ninh 14.4% and Khinh Hoa 19.7%. '




Production and consumpnon of some key
industrial products rose fairly: - '

The generated electricity reached over 6.8
billion kWh, a rise of 12.6% compared ‘with
the same period last year, thus meeting the
- demand of production and daily livelihood.

The exploitation of crude oil and gas brought

forth 4.360 million tonnes and 442 ‘million
cubic meters respectively, a rise of 24.2% and
40% respectively compared with the same
period last year. The amount of laminated steel
came to over 400,000 tonnes, rising by 14.8%.
This product was consumed well and thé price
- upped slightly - (VND4,400-4,600) compared

with the same period last year. The output of

cement was over 3.2 million tonnes, a rise ‘of

14% and there was no.cement in stock. Over
2.8 million tonnes of coal were exploited, ris-

““ing by 11.5%. Domestic consumption .and inc
export of coal teached a high level; export of °

coal in the first ¢ ‘quarter of 2001 alone teached

944,000 tonnes, a rise of 29% over the same

period last year.

The mechanical branch developed both in
production and product consumption. Electric
engines increased by 9.3%; transformers by
‘ 6.1%; civil electric fans by 97.1%; TV sets by
47%; motorbikes by 19.5% and bicycles by
seven times. Other consumer goods also rose
at a fair level, for instance soap was upped by
25%, ready-’made garments by 7.7%, knitwear
by 15.6%, cover paper by 12.4% and canned
milk by 42. 3%.

Industry continued achieving a high
growth rate thanks to the maintenance and
expansion of the market for consuming key
products inland and abroad; the quality of
many'products ‘'was improved; some products
could be highly competitive against their
imported counterparts; the production capabil-
ity and technological standard were consider-
ably raised. At the same time, stimulation of
investment and consumption enabled the
industrial sectors to bring into full play their
* production capacity. Moreover, the renovation

- and reorganization of state-owned enterprises
- and ‘development of non-state - enterprises,

though at-the beginning steps, resulted ina
motive force for developmg :

c. The service sector gamed a lugher growth
rate against the same_period last year. The
value of services went up by 6.1% (agamst
4.6% in the first quarter of 2000), contributing
a great part to the growth of the whole econo-
my. However, services in many ﬁelds were not
ﬁdly explozted yet -

The domesuc market continued to remam
stable. The total retail of goods and services in
March 2001 - increased by 1.6% agamst
Februaly 2001 and by 8.1% against the same
penod last year For r.he whole first quarter of

"ofmhasmgwwmmmﬂofgoodsm

the rural market incréasé by only 4% in the
first quarter of 2001, much lower than the aver-
age 7.3% of the whole: country and 10% of
goods retail in the urban market. -

Transport and post services witnessed a
fair growth rate. The value of the sector’s pro-
duction and business rose by 6.1%, about 1%
higher than that of the same period last year.

In the first quarter of 2001, tourism devel-
oped vigorously, attracting a considerable
number of tourists, especially around the Tet
holiday. The number of foreign tourists rose by
6% and domestic visitors by 3.5% over the
same period last year: The total turnover of the
tourist sector in the first quarter of 2001 leapt
by 35% compared with the same period last
year, of which forelgn currency collecnon
mcreased by 23%. " :

Services such as rea] estate busmess
(accountmg for nearly 12% of the total value of
the service sector), -financial and monetary,
technological, medical care, cultural and com-
munity servicés were not fully explmted and
great potential is yet to be tapped. .

Filps on Vietn




d. Export maintained its growth rate. The
prices of some export commodities showed
many advantages and the export market had
many difficulties. -

The export turnover of March 2001 rose
by 15.5% compared with that of the previous
month, and the turnover of the whole first
quarter increased by 14.2% against that of the
same period of 2000, reaching 21 2% of the
year $ plan.

- Export of some products in the first quarter
- grew, such as coffee export grew by 43.8% in
quantity but decreased by 24% in value, rice
export increased by 78% in quantity and by
38.2% in value; vegetables and fruits export rose

shaxply by 120%, aquatic products export by

42%, crude oil export by 25.7% in quantity and -

by 18% in value, and coal export rose by 20%

Export of some other goods reduced, such
as footware decreased by 1.3%, cashew nuts by
45%, rubber by 6%, handicraft wares by 3.5% in
comparison with the same period last year..

The price of some of our key export com-
modities in the world market stood at a low
level. . .

The import in Match 2001 rose. by 14 2%
against that of February and that in the whole
first quarter increased by 8.4% compared with
the same period in 2000 (in the first quarter of
2000, import grew by 38.6%) and was equal to
20.4% of the year’s plan. The import by. for-
eign-invested enterprises rose by 21 3%

Trade deficit of the first three months of
2001 was equal to 2.4% of the total export
turnover and one third of that of the same perl-
od last year.

e. Capztal sources for soc:al investment, espe-
cially the private capital was well mobilized,
which helped maintain the pace of buzldmg
key projects and the constr uctions for flood
prevention.

- The capital for development i investment in
the first quarter of 2001 was 17.4% compared
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with the year’s estimated plan, a rise of over
2% against the same period of 2000 (15.5%),

In the first three months, ministries,
branches and localities focused on realizing
the supplemented investments in capital con-
struction of . the second phase of 2000, espe-

cially the constructions for preventing floods -

and natural calammes, realizing projects relat-
ed to traffic and rmgauonal systems. Thanks to
the early assignment of the plan set for 2001
and favourable weather, the.volume of work

done was greater than that of the sarnepgﬁnd
of 2000 .

Some other projects of the transport branch

-are:going to be initiated such as Thanh Tri and

Cin Tha bridges and Highway No 9. The agree-

‘ment on leans for building Bai Chay Bridge has

* For the project on H6 Chi Minh Road, in
2000 only about 31% of the plan was complet-
ed due to slow preparation. However, in the first
three months of 2001, 200km of road founda-
tions were finished; 21 out of 31 bridges were
set up, with the used investment capital equal to
nearly 34% of the year’s plan.

_ Big 1mganonal projects were under con-
struction right at the begmnmg of the year, and
a great work]oad was done, for instance, 15%
of the restoration of the irrigational and flood-
preventive system (ADBI) ‘was accomplished
within three months; the restoration of the irri-
gational system of the Red River Delta is
being pushed up to be ﬁmshed by the third
quaner of 2001.

The ODA Fund collaborated with the
Vietnam Social Insurance, Post Savings Fund
and commercial banks in mobrhzmg adequate
credit capital from domestic sources. At present,
a plan has been set up to mobrhze an amount
equal 10 35% of the estimated total. But the
implementation of the i mvestmem projects usmg
credit caprtal is at a snail’s pace

- In the first three monlhs, the investment
capital mobilized from people was higher than




mated total. Regarding the private ecofiomic

lion, a 1.5-time fise in the number of enter-
prises and 4 two-fold rise in the registered cap-

ital compared \wthmesamepenodofzwo
The ODA«-funded projects showing a
high-lével disbarsement included Highway No

Vinh-Dong Ha-Quing Ngdi and Hanoi-Lang
Sont pagsages. The disbursement for water-sup-
plying projects and agricultural projects was at
.. a low level; they were rural infrastructural

number of projects and 149% in capital com-
pared with the same period last year; 83 proj-
ects were licensed, with the total capital of
US$273 million, a rise of 20.3% in the number
of projects and 78.8% in capital compared with
the same period of 2000.

f. Financial and monetary issues and price

State budget collection rose fairly. In the
first quarter of 2001, this collection achieved
25.9% of the year’s plan, a rise of 4.4% com-

to 23.1% of GDP). This quarter saw the highest
level of collection ever recorded. The collection
of taxes and fees reached 26.1% of the year’s
plan. The collection from joint-venture enter-
prises alone accounted for 33.4% and from the
oil and gas sector for 35.9% thanks to price
escalation of the price of exported crude oil.

The State budget’s spending in this quar-
ter was equivalent to 21% of the year’s plan, of
which the spending on development invest-

ﬂmmm m@gmlyze%ofmem—'

sector, over 4,000 enterprises were established.
with-the registered capital of VND4,400 bil-

1A: Hanoi-Vinh, H6 Chi Minh-Cén Tho,

bjects, projects on restoration of spate-pre-
enting system and projects on supplymg

%zwmtissmpmmgem»m&malc@-ﬁ '
ital of US$196 million; & rise of 10% in the

pared with the same period of 2000 (equivalent .

mtwoamd fm‘ 19.9% ofthe year’s plan,

‘and that on cdpital coristruction accounted for

Zl%ofﬂieyearsplan.

Rega:dmg the monetary aspect, up ) 31
March 2001, fhemalmeansofpaymmroseby
2.3% compared with that of February, and by
4.6% comparéd with late 2000, but decreased
by 6% mcompansonmththesamepemdlast
year, The mobilized capital increased by 4.9%.
Money deposited in banks in Vietnamese dong
9.4%. The debit balance of the whole economy
rose by 2% (against 4% of the first quarter of
2000), of which loans in Vietnamese dong rose
by 2.8% and those in forelgn currencies
decreased by nearly 1%.

Regardmg mterest rate, m the first half

HoMs of _AlfgastM'
The above sntuauon shows that the norms
on monetary and credit promotion were lower.
than those set for the same period last year.
The total GDP of the first quarter of 2001
increased by 7.2% while the total means of
payment rose only by 2.3% (against 5.6% and
6% respectively of the same period last year),
and outstanding credit rose by 2%.
hile, interests including the interest of
mobitized capital, interest of rediscount and
interest of commercial credit was maintained
at the same level as that of late 2000. This is
one of the main causes of the present stagna-
tion of capital at commercxal banks at present.

The price of goods and services was low,
especially those of food, foodstuff, exerting
influence on farmers income.

The price index in March 2001 fell by
0.7% compared with that of February 2001.
This was the lowest index ever known within .
the past 15 years. Food price fell by 1.3%; and:
foodstuff one by 1.6%. In the first quarter of
2001, the price did not rise compared with that
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er-of  related:10 enterprise establishment in eonforms:

1998: rose by 2:9%, of 1999 by<29% and of
2000 by 0.8%), of which. the price of food and-
foodstuff went dOWn by O 5% ((that of food

0.7%: The 1 pnce of gold fell 027%3' d the'prr

of US dollar rose O 4%

: 'Ihe pme of consumer goods An- Magqh»
2001 fell .1.4%. ‘compared- with. that ‘one; year:
ago. The price of food fell most. drastxca}ly, by,

9.8%, that of foodstuff by. 1:3% hu;_‘ US*doHarr;
rose by.3.7%. : . . g :

" The price of 4 Sm'ne agrwﬂradué&iemwv
stop ‘short' and "even' went “d6Wn, ‘such ‘4§ food
and foodstuff, which exerted' impact’ on-farni--
ers’ income and the collection of the State budg-
et. ln comparison . with December 1995, the
price of food increased by 1.5%, of foodstuff by
20.3% and of industrial goods by 24%, i increas-
ing the gap between the prices. of. agncultural._i
products and mdustnal ones. '

sources or dg:v;:lqgment fmm alI walks gfj{t; 3
In. 1he first lhrec ,months of, ZQOI agou} 4000;
new enterprlses were estabhshed wrth l:hc regrs- ‘
tered .capital of VND4400 brllxon a 1. 5-time,
rise in the number of enterprises and twofof
rise in the regrstered caprtal (agarnst 2 {
enterprrses and the regrstered capltal of
VND2,131 billion in the same period of 2000)."
In short, since 1 January 2000, about 19,000
enterprises have been registered in conforrmty“
with the Law on Enterprrses IR

" The relevant mrmstnes and sectors arr:}=
actively making the groundwork “for pushmg'
up - the  implementation of the ‘Law on
Enterprises, such as issuing instructional doc-.
uments, building a nationwide corporate infor-
mation center, -and -raising -the :efficiency  of
corporate. supervision: after. their registration:
In.H6 Chi Minh City, information about issues

5+ Files en Vietnam

ity with the Law-on - Enterprises-has heen pub-:
ligized! in the network: Fhertire: limit for cons:
sidefationatnid issuance:of the licence has been:
reduced:: z’ﬂldfzﬁovemmcnt has-issued; twa!
derxeesapnigdmgf instructions ‘on: the:: :condi=:

. tionsfof business(Pecree No 08/2001/ND:CP:

and Decre%N o1 Q@OQy I;IR ,C?L whrchcre-
S"m@ SP?E,/, J?J‘ I
tmﬂm}iér,;ﬂhmmm% iy

doguments aré to-be relekséd, Phirks
regulation:on issuing: professional cemﬁeaises
(in degal:services, veterinary services and busi--

ness: of :vetérinary medicine), setting’ up -and;
publicizing the list of : condmoned uade; and:
crafts. SELI LR EETIEY

2 SOcml fleld T

In genpral, thc polnt,mal ,srwatxon and soci&,
segumyl has; been ensured and the livelihood of;,
the: peoplehas been improved. Activities:in.cul=:

o1 physicak training; Bndssports. have:: shown,

progrcs%s;,gcomﬂbuiing houstabilize society: and-:
develop::the; eeanomy. Nanetheless;  there; are |
many pressingsacial issyes; for example ynesix-
ployment, social vices. Especially;-complaints;
have been reported in some localities and some
cases, are.-requiring urgent resolutions:.;, ;.. . -

ks ::? ,‘;wl'w'

a, .S'czence technologya £ 'i;v‘ nt

i ey

Scxentrfrc and ; technobglcal researchesf
were continued: in. the  first quarter of 2001.

Environmental. inspection and: supervision:
were exercised more regularly. than the previ-:
ous year;:Many projects.violating :the. environ:-
mental standards ‘were : timely . detecwd and
dealt -with.:. PRI benirac o apeis e T

The Mrmstry of Smenée Téchnology and"f
Environméfit” tooperated with télevant fin:"
istries: and ‘branches-:in- dsafting - projects on
mecharisms. -and - pelicies :to:; submit -to- the.:
Gavemnment, -including: the. preject on 2001 -




2005 scientific and technological task, project

on “Renovation of the mechanism on manag-

ing technological activities in 2001-2005, proj-
ect on establishment of funds for supporting
scientific research”. The aim is to create a
legal corridor for scientific and technological
development and at the same time, to establish
some software parks.

Nevertheless, rate of fulfillment of scien-
tific and technological tasks is still slow. Up to

now, the construction of the Hoa Lac Hi-tech’

Zone has been lagging behind the plan set. by
the Prime Minister.

b. Education and training

According to the statistics in the middle
of the school year 2000-2001 of provinces and
“citiés, the number of pupils of all levels rose
compared with that “of the previous year.

Primary education was consolidated and k@pt_l' |
stable. The number of teachers of all levels:

increased, particularly in far-flung and deep
areas: the number of nursery teachers
increased by 5.6%, primary teachers by 1.3%,
junior secondary teachers by 8.2% and senior
secondary teachers by 12%.

The Ministry of Education and Training is
renovating the general education curriculum; it
has issued documents to stipulate and instruct
the reduction of the contents of primary educa-
tion, organized the Textbook Assessing Council,
put the new junior secondary textbooks into
pilot teaching. In the school year 2001-2002, it
will provide instructions on the procedures for
entrance exams into universities, colleges and
professional high schools.

c. Health care

The medical sector has focused on effec-
tive prevention of diseases and care for the peo-
ple. In the first quarter, there was no serious

- epidemic. Particularly, since the start of the
National Target Program on preventing some
social diseases and dangerous epidemics, medi-
cines have been provided adequately for

expanded immunization in extremely difficult,
high mountain, deep and far-flung areas.
Vaccination reached all communes.

However, typhoid, malaria and dengue
fever have occurred in some places. The devel-
opment of malaria in Gia Lai, Pic Lic and
Khidnh Hoa provinces is rather worrisome,
especially the mortality rate caused by this
disease has risen last year. The mortality rate
caused by dengue fever soared up against that
of the same period last year, mainly in Mekong
River Delta provinces.

Food poisoning still has occurred. So far,
about 30,000 people have been. infected with

- HIV; 4,965 have contracted AIDS (2,602 have

died).

d Cultural and trformatton activities

Cultural actxvmes were: ooncenttated on
celebranng the ’Ibt (New Year) holiday and the
71st anniversary of the founding of the Party.
Some aimed at diffusing the political tasks,
national unity and socio-economic development
of the country. Some were designed for guiding
unions and the masses in discussions about the
documents prepared for the 9th Party Congress.

The Ministry of Culture and Information
has focused on instructing localities in regulat-
ing the business activities of cultural services in
order to bring about a healthy social environ-
ment. Many tapes, CD-ROMs, books and mag-
azines about pornography, violence and supersti-
tion have been confiscated. Illegitimate ad bands
and billboards have been removed. Besides, the
Cultural and Information Services of the locali-
ties where traditional festivals are held strength-
ened the work of examination and inspection to
prevent vices and superstitious practices, for
example, - with regard to the Huong Pagoda
Festival, Lim Festival and others.

e. People’s livelihood

In general, people’s livelihood has been
kept stable and improved. The garden and farm
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economy is on the rise. The number of house-
holds doing good business and gaining high
income has grown both in rural--and urban
areas. Most of localities have implemented the

regulations on minimum salary, raising from -

VND180,000 to VND210,00Q, allowance and
living expenses. The work of “paying debts of
gratitude™ and giving social relief to those ben-
efiting from the State preferential policy and
the poor have been pushed up: Particularly, at

Tet, these section of populations and poor fam-
ilies are visited and given presents by admrms—
trative authorities and organlz.auons

still meet with numerous difficulties, especial-
ly Northwestern, Northeastern, Northern
Central and- Western Highlands provinces.
Famine-suffering provinces have given 2,400
tonnes of rice and over VND7 billion to the

people to help them overcome difficulties and

stabilize their livelihood and production.

f. Natural disasters

In the first quarter of 2001, numerous
calamities occurred such as earthquake (in Lai
Chau), landslide (in An Giang), hail (in Lao
Cai, Ha Giang and Phi Tho), high tide (Ba
Ria-Viing Tau) and fires (in Lai Chau, Bic Can
and An Giang). The total damage caused by

natural disasters was estimated to be over

VND 110 billion of which VND 105 billion
fell on Lai Chau province where earthquake
caused VND 17 billion of damage to corporate
constructions, VND 20 billion to schools and
VND 67 billion to the people’s property.

Ministries, branches and localities togeth-
er with the people nationwide accorded sup-
port to these disaster-hit areas, and thanks to
the timely measures planned by local authori-
ties to overcome consequences, the local peo-
ple’s livelihood and production were stabilized
soon after.
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: ,'3(}996‘% employed by newly-esta

g. National targets on hunger elimination,
poverty reduction ‘and Job generation

Provmces and c1t1es have focused on the
targets concerning hunger ehmmatlon and
poverty reduction, especially in poor com-
munes, helping raise the spiritual and material
living conditions of the people in many locali-
ties.

For the first three months, 150 000 labor-
ers were prov1ded with various jobs, of whom:

enterprises, over 5,000 had jobs thanks to the

2 - Joans from the National Fund for Employment.
However, some parts of dlsaster-hn areas

About 50,000 were employed for production
expansion, product consumption, afforesta-
tion, road construction, and traffic infrastruc-
tural construction. About 4,000 laborers came
abroad as guest-workers. However, employ-
ment is at present a pressing and salient ques-
tion which needs to be resolved in the coming
months. - :

h. Social order and security were. maintained;
social vices and traffic accidents were solved.
However,- there remain limitations in some
aspects.

Social order and security ‘were strength-
ened. Security for local Party Committee con-
gresses was ensured; order at festivals was
ensured; “social - disorder cases were timely
dealt with. Complaints were step by step set-
tled. - —

~ The Action Program on Drug Prevention
deployed nationwide has obtained good
results; but the situation remains complicated.
Although many preventive measures have
been taken, social vices have not been reduced.

Traffic accidents still constitute a
headache and tend to rise. From the beginning
of 2001 to the end of February 2001, there
were 4,724 traffic accidents, 5,500 people
were injured and 1,576 killed. n

4




THE MINISTRY OF FINANCE

~ CIRCULAR No. 13/2001/TT-BTC OF MARCH 8, 2001 GUIDING THE IMPLEMEN-
TATION OF TAX PROVISIONS FOR VARIOUS INVESTMENT FORMS UNDER
THE LAW ON FOREIGN INVESTMENT IN VIETNAM

Pursuant to the Law on Foreign Investment in Vietnam, passed on November 12,
1996 by the National Assembly of the Socialist Republic of Vietnam; and the Law
Amending and Supplementing a Number of Articles of the Law on Foreign Investment in
Vietnam, passed on June 9, 2000 by the National Assembly of the Socialist Republic of
Vietnam;

Pursuant to the current tax laws and ordinances of the Socialist Republic of Vietnam;
as well as the Government’s decrees detailing the implementation of tax laws and ordi-
nances;

Pursuant to the Government’s Decree No. 24/2000/ND-CP of July 31,2000 detailing
the implementation of the Law on Foreign Investment in Vietnam;

Pursuant to the Government’s Decree No. 36/C p of April 24, 1997 promulgatmg the
Regulation on industrial parks, export-processing zones and hi-tech parks;

Pursuant to the Government’s Decree No. 62/CP of August 15, 1998 promulgating
the Regulation on Buzld-Operate-Transfer (BOT) .Contracts, Build- -Transfer-Operate

(BTO) Contracts and Build-Transfer (BT) Contracts applicable to foreign investment in
Vietnam, and Decree No. 02/1999/ND-CP of January 27, 1999 amending and supple-

menting a number of Articles of Decree No. 62/CP;

The Finance Ministry hereby guides the zmplementatzon of tax provisions for various
investment forms under the Law on Foreign Investment in Vietnam as follows:

Part I
GENERAL PROVISIONS

1. This Circular shall apply to 'the
following subjects

- Joint-venture enterprises and enterprises
with 100% foreign capital, which are estab-
lished under the Law on Foreign Investment in
Vietnam (hereinafter called foreign-invested

. enterprises for short).

- Joint venture banks between Vietnamese
banks and foreign banks, which are licensed
by the State bodies managing foreign invest-
ment under the Law on Forelgn Investment in

-Vietnam.

- Foreign-investment insurance enter-
prises and insurance brokerage enterprises,

which are established and operating under the
Law on Foreign Investment in Vietnam and
the Law on Insurance Business.

- Joint-venture enterprises established on
the basis of agreements concluded between the
Government of the Socialist Republic of

- Vietnam and foreign governments. Where an

agreement contains provisions on tax obliga-
tions of joint-venture enterprises, which are
different from this Circular’s guidance, such
agreement’s provisions shall apply.

- Foreign parties to business cooperation
contracts (hereinafter referred to as foreign

business cooperation parties) under the Law on
Foreign Investment in Vietnam.

- BOT, BTO and BT enterprises established
under the Law on Foreign Investment in
Vietnam. In cases where operation regulations
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of enterprises issued by the deemment or the
BOT, BTO or BT contracts already approved by

. the Government contain provisions on tax obli-

gations other than this Circular’s guidance, such
provisions shall apply. . '

All the above-mentioned subjects shall,
depending on the each specific context, be
called enterprises for short.

Tax obligations of subjects conducting oil
and gas prospection, exploration and exploita-
tion in Vietnam under the Petroleum Law shall
comply with separate guidance.

2.A number of definitions

- “Tax calculation year” is the calendar
year starting on January 1st and ending on
December 31st every year. In cases where
enterprises are allowed by the Finance
Ministry to apply a fiscal year other than the
calendar year, the tax calculation year shall be
that fiscal year.

- “The first year with profit in business” is
the first fiscal year when an enterprise earns
profit, without offsetting losses transferred
from the previous year.

- “Market price-free transaction contracts”
are the transaction or trading contracts affected
by abnormal commercial relationships such as
the relationships between associated enterpris-
es, which are bound together by set or imposed
conditions other than those set among inde-
pendent enterprises.

‘Enterprises shall be considered associated
enterprises when: '

(i) One enterprise directly orA‘ indirectly
takes part in the management or control of, or
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Turnover for
Taxable - calculation
income in of taxable
the tax income in
calculation “the tax
year calculation
year

contributes legal capital or stock capital to,

another enterprise.

(i1) Two enterprises are subject to the direct
or-indirect management or control by another
enterprise or both enterprises are contributed
with'capital by another enterprise.

Part 11
GUIDANCE FOR THE IMPLEMEN-
TATION OF TAX PROVISIONS

I. ENTERPRISE INCOME TAX

1. Taxable objects

All income amounts earned from any eco-
nomic activity of enterprises shall be subject to
enterprise income tax.

2. Taxpayers

Enterprises shall be the payers of enterprise
income tax.

In cases where a foreign organization or
individual simultaneously invests in different
business cooperation contracts, the enterprise
income tax shall be calculated separately for
each business cooperation contract (including
cases where foreign companies set up general
executive offices in Vietnam).

3. Determination of taxable income

When determining taxable incomes, enter-
prises may- offset losses of previous years as
prescribed in Article 55 of the Government’s
Decree No. 24/2000/ND-CP of July 31, 2000
detailing the implementation of the Law on
Foreign Investment in Vietnam.

Total
reasonable
and valid :
expenses
in the tax +
calculation
year

Other
* incomes




~As for foreign business cooperation
parties, they may carry forward losses incurred
in the fiscal year of 2000 to the subsequent year
for .each - business - cooperation - contract. For
foreign business cooperation parties that apply a
fiscal year other than the calendar year, if their
1999-2000 fiscal year ends before July 1, 2000
while losses still arise, such losses of the 1999-
2000 ﬁscal year shall not be carried forward to
the subsequent years..

-The carrying forward of losses shall be
effected according to enterprises’ plans. On the
basis of its production and business plan, within

15 days after elaborating the final tax settlement -

report and determining the loss amount incurred
in the fiscal year, an enterprise shall take initia-
tive in registering with the tax authority plan for

the carrying forward of loss of that fiscal year

for deduction from taxable incomes .in the
subsequent years (wzthm S years. as: from
year following the year whenm Joss
,:and strictly comply with the. already reg;stered
. vloss transfer schedule.

Example: In 2000 entelprises A suffered
from a loss of US$ 500,000. It is expected that as
from 2001, enterprise A starts to earn profit of
US$ 150,000, then US$ 200,000 in 2002, US$
300,000 in 2003, US$ 400,000 in 2004 and US$
550,000 in 2005. According to the provisions of
its investment license, enterprise A shall be
exempt from enterprise income tax for 2 years.

As a result, according to the provisions: of
Article 48, Decree No. 24/2000/ND-CP enter-
prise A shall be exempt from enterprise income
tax for 2 years of 2001 and 2002 (2001 is the
first year with profit in business). Enterprise A
may opt for the transfer of its loss in the year
2000 to the. years from 2003 to 2005 so as to
enjoy the whole tax exemption. for 2 years. The.
year to which its loss will be transferred shall be
decided and registered by enterprise A itself (it
may transfer the total loss amount of the year

2000 to the year 2005 or divide evenly such loss-

for the transfer thereof within 3 years from 2003
to 2005). ,

& Turnover for calculation of taxable
income in the tax calculation year:

The turnover for calculation of taxable
income of an enterprise is the whole proceeds
from the sale of goods and provision of services
(without value added tax) and other Tevenues of
the enterprise in the tax calculation year.

In a number of specific cases, the
turnover for calculation of taxable income
shall be determined as follows:

* For goods sold by the mode of install-
ment payment, it is the turnover of the sold
goods calculated according to the lump-sum
payment selling price;, excludmg the deferred
payment interest.

* For asset-leasing activities such as the

Iease of hogses, offices. or infrastructure, it is

unt.to be collected in each period
easing- contract. In cases
is collected in advance for many

i years, the mmover for calculanon of taxable

income in each year shall be determined as
equal to the advance rent amount divided
evenly to the number of years with advance
collection.

* For goods or services used for
exchange, as donations or gifts, it is calculated
according to the selling prices of products,
goods or services of the same or equivalent
type on the market at the time they are
exchanged donated or presented.

* For products for internal use, it is the
production costs of such products.

* For goods-processing activities, it is the
money eamed from the processing, including
remuneration, costs of fuels, power, auxiliary
materials and other expenses in service of

- goods processing.

* For credit activities, it is the loan
interest amounts that must be collected in the
tax calculation in the tax calculation year.

- * For insurance and reinsurance business
activities, it is the collectible insurance
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premium principals, expertise agency charge,
reinsurance charge, reinsurance commissions
and other revenues.

* For 'busmess cooperation contracts in
form of product sharing, it is the proceeds
from the sale of products,*which shall be
calculated as follows:

+ If the shared products are sold on the
Vietnamese market, the turnover shall be
determined according;to the selling prices of
such products on the Vietnamese market

+ If the shared products aré exported to_'

foreign countries, the turnover shall be deter-
mined according to the FOB prices at the
Vietnamese border gates.

When determining tax obligations of
foreign business cooperation parties, if the busi-
ness cooperation parties fail to provide the prod-
ucts’ selling prices or the sale of products fails
to comply with the market price-based trading:
transaction principles, the tumover shall be
determined according to the principles
prescribed in Section IV, Part IT of this Circular.

b. Reasonable expenses in the tax calcu-
lation year:

The expenses related to the generation of

taxable income in the tax calculation year of
an enterprise, regardless of the applicable
accounting regime, shall be determined to
include the following:

bl. Depreciation expense and éxpense for
the repair of fixed assets used for production,
business and/or provision of services. The
fixed asset depreciation rate shall be deter-
mined on the basis of such assets’ use duration
registered by the enterprise itself with the tax

authority directly managing it on the principle '

of straight-line depreciation in accordance
with the provisions of the Finance Minister’s
Decision No. 166/1999/QD-BTC of December
3, 1999.

%2 ¢ Files on Vietnam

- 'b2: Expenses for raw materials, materials,
fuels, energy, labor tools and goods actually
used in production or ‘services provision
related to the taxable turnover and income in
the tax calculation year. -

' b3. Salaries, wages remuneratxon and

. payments of salary and wage nature; mid-shift
- meal expenses and allowances as well as

subsidies paid to thnamese ~and foreign
laborers on the basis of” Iabor-coaﬁ-aczs or
collective labor: agreements in. :c¢

with the labor legislation applicable to entai:%‘ -
‘prises, which are established and operating =~

under the Law on Foreign Investment in
Vietnam.

b4. Expenses for scientific and technolog-
ical research; innovations; environmental
protection; maintenance of storehouses, build-
ings, fire prevention and fight; education,
training and health care, including expenses in
outward support of health care and education,
such as contributions to study promotion
funds, assistance for schools of handicapped,
homeless and supportless pupils.

~ bS. Expenses for servwes purchased from
out31de '

- Expenses for poWer, water, telephone,
stationery, audit hiring, printing of documents.

- Liability or property insurance pre-
miums ‘according to insurance policies signed
with Vietnamese insurance enterprises or other
insurance enterprises licensed to lawfully
operate in Vietnam. S

- Expenses for hiring the overhaul of
fixed assets in order to restore their capacity
shall be accounted into production and busi-
ness costs in the year. If an overhaul-expense:
amount is too large, the concerned enterprise
may make a plan on the distribution thereof to
the following years. For particular fixed assets
requiring regular repair, the enterprise is enti-
tled to make an advance deduction of the
overhaul expense from the production and
business costs on the basis of its overhaul




expense estimate.. If the advance deduction is
lower than the actual overhaul expense, the

enterprise may additionally account the differ-

ence into its expenses; if the advance deduc-
tion is higher than the actual overhaul

expense, the expenses shall be accounted with

- decrease in the year. *

- The rentals of house and land for head
offices or workshops. In cases where the
house- and/or land-renting enterprises pay in
advance the rentals for many years, these
rentals shall be distributed to each year
accordmg to the number of years with the
advance payment

- The rentals of ﬁxed assets (machmery,
equipment and facilities), which shall be
accounted into the production and/or business
costs according to the ,a}nounts actually paid
under renting contracts. In cases where thé
fixed asset rental is paid in lump-sum for many
years, such rental shall be gradually accounted
in to-.the production and/or business costs
according to the number of years during which
the fixed assets are used.

- Expenses for the procurement of or
payment for, technical documents, services or
techniques; expenses for copyright and tech-
nology transfer; expenses for the use of objects
of industrial property such as patents or trade-
marks under the technology transfer contracts

or license contracts already approved by the.

- Ministry : of - Science, . Technology and

Environment or the competent agencies.

- Expenses for consultancy or hiring of
Jnanagement companies under the manage-
ment hiring contracts already approved by the
Ministry of Planning and Investment and
expenses for hiring other services from outside.

~b6. Payments for female laborers as
prescribed by law; expenses for labor safety,

safeguarding of business establishments; remit- -

tances to the funds for social and health insur-
ance for laborers; which fall within the enter-
prises’ obligations, or to the trade union opera-

PR

tion fund according to the prescribed regime.

b7. Loan interests within the limit of the
ceiling lending interest rate announced by the

-State Bank of Vietnam for domestic loans;

banking fees and loan interest rates paid under
credit contracts already approved by the State
Bank for foreign loans. If a credit contract has
not yet been approved by-the State Bank, the
interest rate and fee shall be determined
accordmg to the actual payments in accor-
dance with the prov1sxons of the credit contract
but must not exceed the highest lending
interest rate of the State commercial credxt
institutions.

For joint-venture banks, they are reason-
able interest rates and discounts paid for
deposits, loans or other financial instruments.

.All expenses for interests on loans related
to the contribution of legal capital or charter
capital (for banking activities) shall not be
accounted into: the reasonable and valid
expenses when determining the taxable profit.

b8. Reserves for the decrease of prices of
unsold goods, bad debt or decrease of securi-
ties prices at enterprises shall comply with the
guidance of the Finance Ministry.

b9. Severance allowance for laborers
according to the current regime.

b10. Expenses related to the operation of
the Managing Board (for example: expenses
for meetings of the Managing Board) of a
joint-venture enterprise in compliance with the
joint venture’s charter or resolunon of the
Managing Board.

bll. Expenses directly related to the

~ circulation and sale of products or provision of

services such as expenses for goods preserva-
tion and packing, loading and unloading,
transportation, storehouse.and store-yard rent,
product or goods warranty.

bl2. Expenses for advertisement,
marketing, sale promotion, guest reception,

festive occasions, transactions, external rela-
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tions and conferences as well as other
expenses, which must not exceed the restrlctcd
levels prescribed below:

- For production, construction or trans-
pertation enterprises which have newly been
established and started operation, they must not
exceed 7%, for the first 2 years, then 5%, for the
éubsequent years, of the total amount of
expenses prescribed in Clauses bl to b1l above.

- For trading, food and drink catering and
service business activities, they must not
exceed 7%, for the first 2 years after the enter-
prises’ establishment, then 5%, for the subse-
quent years, of the total amount of expenses
prescribed in Clauses of from bl to b1l above
(excluding the cost prices of the sold goods).

- For enterprises in such branches as
production and trading of electricity, gas, oil
refinement, petrol and oil trading, post and
telecommunications as well as aviation, they
must not exceed 5%, for the first 2 years after
the enterprises’ establishment, then 3%, for the
subsequent years, of the total amount of
expenses prescribed in Clauses of from bl to
bll above (excluding the cost prices of the
sold goods for trading activities).

In some particular cases where these
expenses should be restricted to levels higher
than ‘the above-mentioned ones, they must be
approved in writing by the Finance Ministry,
but must not exceed 7% of the total amount of
expenses prescribed in Clauses bl to bll above.

b13. Contributions to Vietnamese organi-
zations for charity or humanitarian pqrposés
such as contributions to overcoming conse-
quences of natural calamities, accidents;
contributions to the funds in support of heroic
Vietnamese mothers, families of fallen
combatants and people with meritorious serv-
ices to the revolution, disabled people, home-
less and supportless people and funds for
social disease prevention and fight.

bl4. Payable taxes, charges and fees of

tax nature, which are related to production -
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activities, goods trading and/or services provi-
sion but do not include: value added tax
(VAT), enterprise income tax and tax on
income transferred abroad.

Particularly for enterprises engaged in
the production and/or trading of goods not
subject to VAT or enterprises paying VAT by
the direct method, the expenses used for
taxable income calculation shall cover also
the VAT amount in the input goods and/or
services buying prices.

All the above-mentioned expenses‘ must
be evidenced by valid vouchers; any expense

"amount without vouchers or with invalid

vouchers must not be accounted into the
expense wheén determining income liable to
enterprises income tax. Enterprises must not
account into their expense fines and expenses
which are not related to their turnovers and
taxable incomes, such as expensés for capital
construction investment and expenses covered
by other funding sources. Enterprises estab-
lished and operating in Vietnam under the Law
on Foreign Investment in Vietnam must not
allocate the management expenses of their
parent companies overseas.

c. Other incomes:
Other incomes of enterprises include:

cl. Bank deposit and loan interests
(exclu-ding enterprises engaged in credit busi-
ness); interests on deferred payment for sold
goods.

¢2. Foreign currency purchase and sale
difference, securities purchase and sale differ-,,
ence; exchange rate difference under the guid-
ance of the Finance Ministry.

c3. Income earned from the right to own
and use the enterprise’s assets, including income
from the asset assignment or liquidation. In
cases where the enterprise’s assets are lost or
damaged due to subjective causes, those losses
related to such assets must not be accounted into
other incomes and the wrongdoers must be iden-

;
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tified to make compensations for the losses
according to the prescribed regime.

c4. Income earned from the recovery of
bad debts which have already been written of
from accounting books, or payable debts, of
which the creditors can not, be identified;
incomes omitted then discovered from the
production and/or business acuvmes in the
previous years.

c5. The year-end credit balance of - the

advance deductions for expenses, which have'

not been wholly spent in the year.

.~ ¢6. Incomes earned from activities related
to the joint-venture participation or stock invest-
ment of an enterprise in other enterprises.

Incomes. earned from overseas business
activities shall be accounted into other
incomes to determine the taxable income.

In cases where the income tax on such
income amounts has been paid overseas, an
enterprise shall have to determine the pre-
income tax income amount earned overseas in
order to calculate income tax thereon
according to the Law on Enterprise Income
Tax in Vietnam. When determining the
payable income tax amount, the enterprise
may subtract the income tax amounts already
paid overseas but the subtracted tax amount
must not exceed the income tax amount calcu-
lated according to the Law on Enterprlse
Income Tax for such incomes.

All incomes earned after the payment of
enterprise income tax from joint-venture or
cooperation activities with domestic enter-
prises shall not be accounted into other
incomes when determining taxable income.

c7. Other incomes related to business but
not accounted into turnover, including the
customers’ bonuses, fines on the violation of
contracts, incomes from the sale of discarded
materials and faulty products (after deducting
sale expenses), gifts in cash presented by
organizations and/or individuals to enterprises.

d. Method of calculating income subject
to enterprise income tax in a number of special
cases:

For foreign parties to business coopera-
tion, in cases where their business licenses
stipulate that they shall pay tax in form of
packages payment over the sale turnover, the
determination of the taxable income as well as
the declaration of tax payment shall be
effected according to the provisions of such
licenses.

In cases where a foreign party to business
cooperation signs a business cooperation
contract with a Vietnamese party by the
profit-sharing mode and one party is respon-
sible for the common cost-accounting or hoth
parties jointly set up a coordination board for
the common cost-accounting, the responsible
business cooperation party or the coordination
board ghall have to declare and pay taxes
arising in the business process, make cost-
accounting, determine taxable income
according to the above guidance and share
taxable income according to the contract.
Where loss is incurred under the contract, its
annual loss amount shall also be shared
among concerned parties and the foreign party
may transfer its loss to the taxable incomes of
the subsequent years for deduction. After
receiving its income, the foreign party shall
make self-declaration and pay enterprise
income tax to the local tax authority.

4, Determination of payable tax amount

Payable
enterprise
income t_ax Taxable Enterprise
amountin | = income X | income tax

the tax rate
calculation

year

Of which:

- The income subject to enterprise income

tax shall be determined according to the provi-

sions at Point 3 above.
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- The enterprise income tax rate is speci-
fied in the investment license. Where the
investment license does not specify the enter-
prise income tax, the enterprise income tax
rate of 25% shall apply.

In the course of operatipn, if a foreign-
invested enterprise or a foreign party to busi-
ness cooperation fails to meet criteria to enjoy
preferential enterprise income tax rates and
enterprise income tax exemption or reduction
as prescribed in Articles 46 and 48 of the
Government’s Decree No. 24/2000/ND-CP of
July 31, 2000, such enterprise shall not be enti-
tled to the preferences. The tax authority
directly managing tax collection from the
enterprise shall base itself on the conditions
for entitlement to enterprise income tax prefer-
ences which the enterprise actually meets
every year to determine the preferential enter-
prise income tax rate and settle the etzterprise
income tax according to that rate, and at the
same time report such to the Finance Ministry
and the investment licensing body.

For enterprises granted investment licens-
es before August 1, 2000, if they meet the con-
ditions for preferential enterprise income tax
rate and enterprise income tax exemption or
reduction prescribed in Articles 46 and 48 of
the Government’s Decree No. 24/2000/ND-CP
of July 31, 2000, they may submit applications
to the investment licensing bodies, requesting
the adjustment of their investment licenses.
Such enterprises shall enjoy preferences for
the remaining period after their adjusted
licenses take effect.

5. Procedures for registration, declaration
and payment of enterprise income tax

a. Registration of enterprise income tax:

Enterprises shall have to register enter-
prise income tax at the time of VAT payment
registration with the tax authorities directly
managing them. Enterprises shall register the
enterprise income tax payment at the tax
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authorities of the localities where they are
headquartered.

b. Declaration of enterprise income tax:

Not later than the 25th of the first month
of each fiscal year at the latest, enterprises
shall have to declare and submit declarations
of tax amounts temporarily paid for the whole
year to the tax authorities of the localities
where they are headquartered. The basis for
declaration shall be the enterprises’ produc-
tion and business results of the previous fiscal
year and their business prospects in the fol-
lowing year.

After receiving the declarations, the tax
authorities shall verify and determine the tax
amounts temporarily paid for the whole year
and notify the enterprises of the tax amounts to
be temporarily paid in each quarter. In cases
where the enterprises fail to declare or declare
unclear basis for determination of the tax
amounts to be temporarily paid for the whole
year, the tax authorities shall have the right to
fix such tax amounts.

Where in the year occur major changes in
the taxable incomes, the tax authorities shall
adjust the tax amounts to be temporarily paid.
The adjustment shall be effected at the request
of the enterprises after they make their finan-
cial reports for the first 6 months of the year.

c. Payment of enterprise income tax:

Enterprises shall temporarily pay enter-
prise income tax once every 3 months, starting
from the first day of the tax calculation year.
The temporary tax payment shall be made
according to the tax payment notices of the tax
authorities and by the last day of each quarter
at the latest. At the end of the tax calculation
year or upon the termination of the contracts,
the settlement shall be made according to actu-
al figures.

For business codperation contracts with a
term of under 1 year, the enterprise income tax
shall be paid in 2 periods: the first payment




shall be temporarily made by the middle of the
contractual term and the tax settlement shall be
effected upon the expiry of the contracts
according to actual figures.

d. Settlement of enterprise income tax:

The settlement of enterprise income tax
shall be made annually according to the provi-
sions in Part IIT of this Circular.

6. Reimbursement of enterprise income tax
as the result of reinvestment

a. Foreign investors, who have fully made
legal capital contributions under their invest-
ment licenses and used other lawful revenues
from investment activities in Vietnam for rein-
vestment in the new or underway projects for 3
years or more, shall be refunded part or whole
of the enterprise income tax amounts they have
already paid for the reinvested incomes as pre-
scribed in Articles 51 of the Government’s

Decree No. 24/2000/ND-CP of July 31, 2000.

~ Where foreign investors reinvest in proj-
ects licensed before November 23, 1996, the
enterprise income tax reimbursement levels
shall be as follows:

- 100%, if invested in projects subject to
the enterprise income tax rate of up to 14%.
- 75%, if invested in projects subject to

the enterprise income tax rate of from 15% to
25%.

- 50%, if invested in projects subject to

the enterprise income tax rate of from 21% to
under 25%.

b. The enterprise income tax amount to be
reimbursed for the reinvested prof t shall be
determined as follows:

T =L

xSxt
100%-S
Of which:
T: is the income tax amount to be reim-
bursed.

L: is the after enterprise income tax profit
amount used for reinvestment.
S: is the enterprise income tax rate

already applied to the calculation of
tax on the reinvested profit amount.

t: is the percentage of enterprise income
~tax to be reimbursed. .

~¢. Procedures for reimbursement of
enterprise income tax on reinvested profits:

In order to get the enterprise income tax
amount that the enterprise has already paid for
the reinvested profit, the concerned foreign
investor or authorized person shall have to pro-
duce all the following documents to the
provincial/municipal Tax Department of the
locality where the enterprise with reinvested
proﬁt is headquanered '

- A written request or apphcanon for the
reimbursement of enterprise income tax as the
result of reinvestment, which clearly states the
reasons for reinvestment and the foreign
investor’s commitment to use his/her profit for -
reinvestment for 3 years or more.

- The declaration for income tax reim-
bursement as the result of reinvestment.

- The investment license or readjusted
investment license or written approval issued
by the investment licensing body (the copy
with certification stamp of the enterprise),
which clearly stipulates that the investor is per-

" mitted to use his/her profit for reinvestment.

- A written certification of the foreign
party’s full legal capital contribution by the
Managing Board, for joint-venture enterprises;
of the foreign investor’s commitment on the
full contribution of legal capital or capital for
the performance of the business cooperation
contract (together with certification by an
auditing organization), for enterprises with
100% foreign capital and foreign business
cooperation parties.

- The vouchers (copies with the enter-

‘prise’s certification stamp) evidencing tax pay-
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ment by the enterprise and the State Treasury’s
certification of the tax amount already paid by
the enterprise.

After fully receiving the above-mentioned
‘documents, within 15 working days, the
provincial/municipal Tax Bepart-ment shall
inspect and determine the enterprise income
tax amount already paid by the enterprise and
calculate the enterprise income tax amount to
be reimbursed to the foreign investor, then
send the dossier to the Finance Ministry (the
General Department of Tax). Within 15 work-
ing days after fully receiving the dossier, the
Finance Ministry shall consider and ‘issue
decision on tax rexmbursement for the investor.

. * Foreign investors that have transferred
~ their profits abroad or used such profits for
other investment or business purposes, which
are now recovered for reinvestment, shall not
be entitled to the enterprise income tax reim-
bursement as the result of reinvestment.

* In cases where the enterprise income
tax has been reimbursed to foreign investors,
who fail to make the reinvestment thereof,
such foreign investors shall have to repay to
the budget the reimbursed enterprise income
tax amounts, including the interests thereon,
which shall be calculated as from the time the
foreign irivestors receive the reimbursed enter-
prise income tax amounts till the time they
fully return such amounts to the budget
(according to the bank deposit interest rates),
and shall be handled according to law.

Il. TAX ON PROFITS TRANSFERRED ABROAD
1. Taxable object '

Profits earned by foreign economic
organizations or individuals from capital
investment in any forms prescribed in the Law
on Foreign Investment in Vietnam (including
the income tax amounts reimbursed for the
reinvested income and income earned from the
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capital transfer), when being transferred out of
the - Vietnamese territory or retained outside
Vietnam, shall all be subject to this tax.

In cases where foreign parties use the
shared profit to pay debts for the parent com-
panies’ or to cover expenses of the Vietnam-
based representative offices of ‘their parent
companies shall all be considered the transfer
of profits abroad and such foreign parues shall
have to pay tax thereon.

Foreign economic organizations or mdl-
viduals having profits transferred abroad shalil
have to declare and pay tax on the profit trans-
ferred abroad.

2. Determination of the payable tax amount

The payable amount of tax on the trans-
ferred profits abroad shall be determined as
equal to the profit.amount transferred abroad

“or considered being transferred abroad, or the

profit amount retained by the investor outside
the Vietnamese territory, multiplied (x) by the
profit transfer tax rate stipulated in the invest-
ment license. Where the granted investment
license does not specify the tax rate for the

- profit transferred abroad, such tax rate shall

comply with the provisions in Article 50 of the
Government’s Decree No. 24/2000/ND-CP of
July 31,2000.

" For cases where investment licenses
which had been granted before August 1,
2000, specify the tax rates for the profits trans-

. ferred abroad higher than that stipulated in

Article 50 of the Government’s Decree No.
24/2000/ND-CP of July 31, 2000, the con-
cerned investors or enterprises shall submit
their applications to the investment licensing
bodies for the readjustment of their investment
licenses. Pending the official readjustment, if
such investors transfer profit abroad they shall
have to send applications to the

provincial/municipal Tax Departments, clearly

stating the conditions for entitlement to the
new tax rate, and declare, pay tax at the new




tax rate. The new tax rate for the profits: trans-
ferred abroad shall apply to profits transferred
abroad by the investors as from July 1, 2000.

3. Tax payment procedures

- Tax on the profit transferred abroad shall

be collected upon each transfer of profit -
abroad. Particularly for cases where investors

retain their profit outside Vietnam, pay debts
for their parent companies or cover expenses
for the latter’s offices in Vietnam, the tax dec-
laration, payment and collecnon shall be made
onthemonthlybams o '

- Before ttansfemng proﬁt abroad or no

later than the Sth of the following month for:

cases where the profit.is used for purposes
deemed to be the transfer of profit abroad or
the retention of profit outside the Vietnamese

territory, the concerned foreign economic

organizations or individuals shall have to make
and submit tax declarations to the tax authori-
ties directly managing the enterprises, where
such economic organizations or individuals
have interested capital in, and at the same time,
pay the declared tax amount to the State
Treasury.

- Within 5 working days after receiving
the tax declarations, the tax authorities shall
examine them and, if detecting any errors
therein, issue notices on the payable tax
amounts to the foreign investors. The foreign

_investors shall have to pay the outstanding tax

amounts into the State Treasury according to
the tax authorities’ notices. In cases where an

investor fails to submit the tax declaration

within the prescribed time limit, the tax
authority may fix the tax amount to be tem-
porarily paid, issue a tax notice and impose a
fine on the delayed tax declaration.

The State Treasury shall hand over to the
taxpayer a copy of the profit transfer tax pay-
ment voucher so that the latter fills in the pro-
cedures for the transfer of profit abroad.

- Annually, within 90 days at most after
the end of the fiscal year, foreign investors
shall have to report to the tax authorities
directly managing enterprises on their shared
profits, the use thereof and the payment of tax
on the profit transferred abroad in the previous
years. Such reports shall be submitted to the
tax authorities together with the annual tax set-
tlement reports of enterprises.

- In cases where in the annual enterprise
income tax declaration already submitted to
the tax authority (according to the provisions
at Point 5b, Section I, Part II of this Circular),

. it is expected that the enterprise will earn prof-

it and the investors agree to share its profit
quarterly or blannually (as decided in writing
by the enterpnse s Managing Board), the for-
eign mvestors may, periodically and right in
the year, temporarﬂy transfer abroad the
shared profits arising in the fiscal year and
have to declare the payment of tax on the prof-
its transferred abroad for each time of profit
transfer. The shared profit amount temporarily
transferred abroad must not exceed 70% of the
profit amount which may be shared to a for-
eign investor and shall be determined on the
basis of the quarterly, biannual and annual
financial reports of the enterprise.

The enterprise and foreign investor shall
have to send (within 25 days after the end of
the previous fiscal year) a document to the tax
authority directly managing them, requesting
the temporary transfer of profit, together with
the declaration of the temporary payment of
the annual enterprise income tax. The contents
of the written request include:

. 1. The estimate of the profit amount to be
earned in the fisca] year, specifically for each
quarter and each half of the year;

ii. The estimate of the profit amount to be
shared to investors;

iii. The estimate of the shared profit
amount to be transferred periodically at the
foreign investor’s request (not exceeding 70%
of the temporarily shared profit amount);
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iv. The resolution of ‘the enterprise’s

Managing Board on the plan to share profits to.

investors in the flscal year (attached wuh the
written request) ~

On the basis of the enterprise’s and for- )
eign investor’s above requests, the tax author-
ity shall conduct inspection and ‘guide foretgn‘

investor to effect the temporary transfer of
profit abroad and collect tax thereon according
to the current tax legislation and under the
gmdance in this Circular. .- ‘

- Where the forelgn mvestor has pald tax
on the profit transferred abroad but has, in fact,

not transferred profit abroad or has used the
profit for. purposes not being considered the
transfer of profit abroad, such foreign investor
shall ‘be refunded with the already paid tax
amount. A dossier of application for reim-
bursement of the already paid tax amount shall
include: '

i. A written request for the reimbursement
of the already paid tax amount, which must

clearly state the reasons for the tax reimburse--
ment; the name, address and account number

of the foreign investor requesting the reim-
bursement of the already paid tax amount.

ii. A list of the paid tax amount attached
with vouchers (copies) on money payment to
the treasury and the State Treasury’s certifica-
tion of the already paid tax amount (clearly

stating the chapter, category, clause and grade
to which the tax has been paid as provided for

in the State budget’s contents).

iii. The certification by the bank managing

the foreign investor’s deposit money of the non-

transfer of profit amount which has already

been declared for the payment of tax on the

- profit transferred abroad by the foreign investor. -

The dossier of application for tax reim-
bursement shall be submitted to the local tax
authority directly managing tax collection from
the enterprise. The tax authority shall examine
the dossier and, if deeming it complete and
valid, send it to the Finance Ministry (the
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General -Department of Tax) so that the tatter
may consider and issue a decision to refund the
tax to the foreign investor.

Within 15 days after receiving the com-
plete and valid dossier, the Finance Ministry
shall issue a decision on tax reimbursement for
the foreign investor.

. EXPORT TAX AND IMPORT TAX

_All goods which forelgn invested emer-i .
prises and business cooperation parties are per- -

mitted to export and/or import across the
Vietnamese border, including goods from the
Vietnamese market sold to enterprises in
export processing zones and goods of enter-
prise in export processing zones sold into the
Vietnamese market, shall be subject to export
and/or import taxes, and the goods exporters
and importers shall all have to pay taxes
according to the provisions of the Law on
Export Tax and Import Tax.

1. Export and/or import tax exemption or
reduction :

a. Export tax:

Goods being materials, raw materials,
semi-finished products sold by foreign-invest-
ed énterprises and business cooperation parties
to’ export-processing enterprises for the pro-
duction and/or processing of export goods
shall be exempt from export tax according to
the provisions in Article 8 of the Prime
Minister’s Decision No. 53/1999/QD—'ITg of
March 26, 1999. ‘ s

 Enterprises, when selling goods to export-
processing enterprises, shall only have to make
and submit export goods declarations to the
export processing zones’ customs offices. The
customs offices shall stamp the “duty-free
goods” on the export goods: declarations after
goods inspection.
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- b. Import tax:

- In addition to the cases of tax exemption
or reduction specified in the Law on Export
Tax and Import Tax, foreign-invested enter-
prises and business cooperation parties shall
also be entitled to the tax exemption or reduc-
tion according to Article 57 -of the

Government’s Decree No. 24/2000/ND—CP of ‘

July 31, 2000.

~ Basing itself on the investment Ticense,
economic and technical exposition as well as
technical design of each project and the list of
the home-made construction materials issued
by the Ministry of Planning and Investment,
the Ministry of Trade or the authorized agency
shall consider and approve the list of duty-free
import goods for each enterprise.

Basing: themselvcs on the approved lists
of duty-free: “import - goods, the Customs

Depanmems of the provinces and centrally run
: Cit;!:s Shﬂl thonitor the goods import by enter-

. Quarterly, the provincial/municipal

Cnstoms Departments shall have to submit to
. the Finance Ministry and the General

Department of Customs a sum-up report on the
export and import turnover as well as the vol-
umes of the major export and import goods
items of foreign-invested enterprises.

Particularly, the procedures for import tax
exemption for production raw materials of
projects on the manufacture of mechanical,
electrical and electronic components and spare
parts, projects of investment in the geographi-
cal areas meeting with exceptional socio-eco-
nomic difficulties and projects on the list of
those particularly encouraged for investment,
shall comply with the Finance Ministry’s
Circular No. 40/2000/TT-BTC of May 15,
2000 and Circular No. 117/2000/TT-BTC of
December 21, 2000.

- Export goods-producing enterprises are

allowed temporarily not to pay import tax on

. raw materials and materials imported for the
_production of export goods for 9 months

(rounded to 275 days according to the solar
calendar). as from the date the enterprises
receive the customs offices’ official tax notices
on the payable tax amounts. For a number of
products, due to the production requirements
or production cycles, the time for temporary
non-payment of import tax may be longer than
9 months.

The conditions and procedures for the
temporary non-payment of import tax as well
as the determination of the 9 month-plus dura-
tion of temporary non-payment of import tax
on raw materials and materials imported for
the production of export goods shall comply

‘with the Finance Ministry’s Circular No.

172/1998/TT-BTC of December 22, 1998
guiding the. unplementatmn of the Law on
Export Tax and Import Tax.

- Where enterpnses sell thear manufac-
tured - products to other enterpnses for the
direct production of export goods they shall
be exempt from import tax on the imported
raw materials correspondingly to the volume
of those goods as provided for in Article 58 of
the Government’s Decree No. 24/2000/ND-CP
of July 31, 2000. The import tax exemption
shall be effected as follows:

When importing materials and/or raw
materials for the manufacture of products to be
sold to other enterprises for the production of
export goods, an enterprise shall have to fully
pay import tax as prescribed. After the export
goods-producing enterprises have already
exported their products, the raw materials-
importing enterprise shall fill in the procedures
and submit a dossier to the Finance Ministry,
requesting the reimbursement of import tax on
the raw materials imported for manufacturing
products sold to the export goods-producing
enterprises. The dossier of application for tax
reimbursement includes: -

+ The enterprise’s written request for tax
reimbursement, with clear calculation and
inscription of the arount of i 1mpon tax on raw
materials to be réeimbursed;
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+ The norms on the wasted materials and ‘

raw materials for manufacturiug products;

+ The unport customs declaration and
receipt of the import tax payment for materials
and raw materials used for the manufacture of
products; - 7 .

+ The contracts on the sale of the enter-
prise’s products to other enterprises, which
clearly state that the products shall be used for

, the manufacture of export goods;

-+ The enterprise’s invoices on goods sale
to the export goods-producmg enterpnses,

+ The export goods customs’ declaratmns

(notanzed cop:es) of the expoﬁ »goods-produc-
ing enterpnses with- certification by border

- customs offices of the actually exported goods;

+ The export goods-producing enter-
prise’s declarations on the volume and value of

_ the enterprises’ semi-finished products already

used for the production of exported goods. The
directors of the export goods-producing enter-
prises shall take responsibility for these decla-
rations.

Basing itself on the above- mentloned doc-
uments, the Finance Ministry shall issue deci-
sions to reimburse the import tax to the raw
materials importing enterprise. '

2. Declaration and retrospective collection
of export tax and import tax arrears

- In cases where export processing enter—
prises purchase goods, materials and/or raw
materials from the domestic market and export
them to foreign countries instead of putting
them into production andfor processing, they

shall have to pay export tax according to the

current Law on Export Tax and Import Tax.

- If the import goods of foreign-invested
enterprises or business cooperation parties,
which have been exempt from import tax as
specified in the above-mentioned cases, are
used for purposes other than those approved
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for import - tax' exemption or sold on the

‘Vietnamese market, the Trade Ministry’s per-

mission is requlred and the already exempted
import tax amounts shall be retrospectxvely
collected.

For goods subject to specnal consumpnon
tax under the October 28, 1995 Law on Special
Consumption Tax and May 28; 1998 Law No.
05/1998/QH10 on Special Consumption Tax,

which had been imported duty-freefbefota S
these laws took effect but were used for pur-
- _poses ‘other than the initial ones or sold on the

Vletnamese market at the time the Law on

‘Special Consumptxon Tax is already effective,

the concerned forelgn invested enterprises or
busingéss’ cooperanon parties shall, in addition
to the payment of import tax arrears (accordmg
to the tax rates currently in force at the time of
retrospective collection), have to pay special
consumption tax the goods subject thereto.

- Within 2 working days from the date the
import goods are used for purposes other than
the purposes for which they are exempt from
import tax, or for sale, the concerned foreign-
invested enterprises or business cooperation
parties shall have to declare with the Customs
Departments of the provinces or cities where
enterprises are headquartered or where the
goods are sold or where the import goods dec-
larations are registered. Past the above time
limit, if the enterprises or business cooperation

- parties fail to make declaration, they shall be

sanctioned for tax evasion according to the
provisions of the Law on Export Tax and
Import Tax as well as the Law on Special
Consumption Tax.

- For enterprises manufacturing mechani-
cal, electric or electronic components and
spare parts, projects of investment in the geo-
graphical areas facing exceptional socio-eco-
nomic difficulties and projects on the list of
those specially encouraged for investment, the

‘already exempted import tax on raw materials

and materials in service of production must be
declared and settled according to the Finance




Ministry’s Circular No. 40/2000/TT-BTC of

" May 15, 2000.

Where enterprises which have enjoyed
the special investment encouragement accord-
ing to the criterion of exporting more than 80%
of products, and the import tax exemption for
imported raw_materials for 5 years as pre-
scribed in Article 57 of Decree No.
24/2000/ND-CP, manufacture products of dif-
ferent types, only those that really achieve the
export percentage of over 80%, they shall be
eligible for the above- mentioned import tax

exemption. For products that the enterprises .
fail to achieve the export percentage of more ’

than 80% shall only be exempt from import
tax on the raw materials already used for the
manufacture of the actually exported produicts
and have to retrospectively pay the import tax
temporarily exempted for products consumed
in Vietnam.

Enterprises investing in geographical

areas facing exceptional socio-economic diffi-
culties but processing production establish-
ments in localities outside the list of those fac-
ing exceptional socio-economic difficulties,
shall be entitled to import tax exemption for
raw materials under Article 57 of Decree No.
24/2000/ND-CP only for the volume of raw
materials imported for the production at their
production establishments located in the areas
facing exceptional socio-economic difficulties.

- - In the course of managing tax collection
from enterprises, the tax offices managing the
tax collection shall have to monitor the use of
tax-free import and export goods; upon detec-
tion of any sale of such tax-free goods, the
directors of the provincial/municipal Tax

~Departments shall, besides collecting value

added tax according to the provisions of the
Law on Value Added Tax, have the right to
issue decisions on the retrospective collection
of import tax arrears and impose sanctions
according to the provisions of the Law on
Export Tax and Import Tax. k

IV. TAX ON INCOME FROM CAPITAL
TRANSFER

Foreign investors that transfer their
contributed capital shares in joint-venture
enterprises, enterprises with 100% foreign
capital or business cooperation contracts and
earn incomes shall have to pay tax on the
incomes from the capital transfer according to
the provisions of this Circular. '

1. Enterprise income tax

Income earned from capital transfer shall
be subject to enterprise income tax under the

- Law on Foreign Investment in Vietnam.

 Payable | Enterpri
. Taxable nterprise
incometax | | - L " rate
1.1. Taxable income:
Initial
| value of
Taxable | _| Transfer | [the trans-| | Transfer
income [~ price |T| ferred | |expenses
capital
amount
. Of which :

+ The transfer price shall be determined
as the total actual value that the transferor
receives under the transfer contract. In cases
where the transfer contract does not specify
the payment price or the tax authority has
grounds to determine that the payment price
has not been determined according to the
market prices, the tax authority may examine
and fix the payment value of the contract on
the basis of reference to the market prices or
prices for sale to the third party and similar
transfer contracts.

+ The initial value of the transferred
capital amount shall be determined on the
basis of accounting books and vouchers on the
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investor’s contributed capital at the time of
capital transfer, which has already been recog-
nized by the joint-venture enterprise’s
managing board, for joint-venture enterprises,
or the auditing results of the auditing organi-
zations, for enterprises with 100% foreign
capital, or recognized by biisiness cooperation
parties in accordance with the current
Vietnamese laws. '

In cases where the subsequent investors
further transfer their contributed shares, the
initial value of the transferred capital amount
in each subsequent transfer shall be deter-
mined equal to the value of the preceding
transfer contract plus the actual value of any
additionally contributed capital (if any) deter-

mined on the basis of the principle mentioned

in this Clause.

+ Transfer expenses mean the actual
expenses directly related to the transfer,
according to the original vouchers recognized
by the tax authorities. Where the transfer
expenses arise overseas, such original
vouchers must be verified by a public notary or
an independent auditing organization of the
country where the expenses arise.

Transfer expenses include expenses for the
completion of legal procedures necessary for
the transfer; charges and fees payable at the
time of filling in the transfer procedures;
expenses for transactions, negotiations and
conclusion of transfer contracts and other
expenses, which are evidenced by valid
vouchers.

1.2. Enterprise income tax rate:

The rate of enterprise income tax on
income from <capital transfer shall be 25%.

2. Tax on profits trénsferred abroad

Foreign investors who earn profit from
capital transfer, after paying tax on income
from capital transfer under the guidance at
Point 1 above, when transferring profit abroad
or retaining it overseas, shall have to pay tax
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on the transfer of profit abroad. The rates of
the tax on the transfer of profit abroad shall
comply with the provisions of the investment
licenses. )

In cases where foreign investors have
neither - fully contributed legal capital
according to their licenses nor continued their
investment but transfer their capital and earn
profits therefrom, and transfer abroad the
profits earned from their capital transfer, the
rate of tax on the profits transferred abroad
must be determined according to the actual
level of the contributed legal capital at the time
of transfer in compliance with the provisions
of Article 50 of Decree No. 24/2000/ND-CP.

3. Tax deelarationv endvpeymeﬁt B

3.1. Declaration for enterprise income
tax payment for income from capital transfer:

The capital transferee shall have to deduct
the transferor’s payable tax amount and remit
it to the State budget.

Within 05 working days after the compe-
tent agency approves the capital transfer, the
capital transferee shall have to make and send
a tax declaration on capital transfer to the local
tax authority managing the enterprise, which
shall be enclosed with the transfer contract, the
decision approving the capital transfer issued
by the competent agency, the certification of
the contributed capital and the original
vouchers of expenses; and at the same time,
fully pay the payable tax amount to the State
Treasury then send a copy of the tax payment
receipt to the body approving the capital
transfer. ‘

Upon detection of any inaccurate declara-
tion or calculation of the payable tax amount,
within 05 working days after receiving the
declaration, the tax authority shall have to
notify the taxpayer of the payable tax amount
or 'reques't the latter to supply necessary docu-
ments in order to determine the accurate
payable tax amount.




3.2. Declaration of the payment of tax on
the profit transferred abroad: shall comply with

the guidance at Point 3, Section II of <this Part.

V. OTHER TAXES AND FINANCIAL
OBLIGATIONS

Other taxes and financial obligations shcn

as value added tax, special consumption tax,
" excise tax, natural resources tax, as well as

land, water surface and sea surface rentals ..
applicable to foreign-invested enterpnses and
foreign business cooperation. parties  shall

o comply with the prov1s1ons of the current legal

documents.

Part 111

>TAX SETTLEMENT AND INSPECTION

OF TAX PAYMENT AT ENTERPRISES

I ANNUAI. TAX SETTLEMENT

At the end of every fiscal year, enterpnses
shall have to make and send tax settlement
reports to the tax authorities. The annual tax
settlement shall be carried out according to the
contents prescribed below:

1. Within 90 days from the end of the
fiscal year, enterprises shall have to submit
reports on their production and business situa-
tion, accounting reports already audited by an
independent auditing organization licensed to
operate in Vietnam, declarations of enterprise
income tax settlement and reports on the
settlement of taxes payable in the year to the
tax authorities of the lpcalities where they are
headquartered

Within 10 working days from the date
prescribed for the submission of the above-
said tax settlement reports, enterprises shall
have to pay the outstanding tax amounts

accofding‘ to their settlement reports to the
State budget. Past that time limit, if the enter-
prises fail to make the payment, thcy, apart

from having to full pay the outstanding tax

amounts, shall also have to pay fines for the
delayed payment as prescribed.

Enterprises are not allowed to clear the

. overpayment of one tax against the underpay-

ment of another tax when making their annual

tax: seﬁlements

© 2.0n the basxs of the enterpnses busi-
ness and production reports as well as financial
settlement reports, the Tax Departments of the
provinces and centrally-run cities shalt recal-
culate the amount of each tax payable by
enterprises in the fiscal year, and at the same
time, compare these amounts with those stated
in the tax declarations periodically submitted
during the year in order to determine the accu-
racy of these declarations and tax settlement
reports. Where the enterprises’ tax settlement
reports are inaccurate, the Tax Departments
shall organize the inspection of tax payment by
enterprises. '

11 INSPECTION OF TAX PAYMENT AT
ENTERPRISES ‘

In the course of managing tax payment by
enterprises, the provincial/municipal Tax Depart-
ments shall have to organize regular or irregular
tax inspections at enterprises when necessary.
They shall, at least once a year, inspect the tax
payment by the following sub;ects

- Enterprises, which have operated not for

‘long but suffered losses for 3 or more years in

a row.

- Enterprises, which are considered key
points for tax collection -

- Enterprises whose tax settlement reports
are inaccurate or unclear, or are not fully
inscribed with indexes for the tax calculation.
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- Enterprises, which fail to submit their

tax settlement reports or have submitted them -

not on time.

- Enterprises, which see major fluctuation
_in their financial situation in the tax calcula-
“tion year as compared to the previous years.

Before inspecting a foreign-invested
enterprise or foreign business cooperation
party, the tax authority shall have to issue
inspection decision, clearly stating the
contents and duration of inspection. The
inspection decision shall be sent to the
concerned foreign-invested enterprise or repre-

sentative of the foreign business cooperation -
party at least 3 working days before the inspec-

tion begins. Where it is necessary to inspect
contents other than those stated in the inspec-
tion decision or to prolong the inspection time,
the tax authority shall have to issue an addi-
tional inspection decision.

Upon the completion of inspection, the
tax authority shall have to make and send the
enterprise an inspection record, which must be
signed by the tax official being the head of the
inspection team. The inspection record must
also be sent by the tax authority to the Finance
Ministry (the General Department of Tax)
together with the enterprise’s financial report
(copy).

The competent representative of the
enterprise shall have to sign the inspection
record. If the enterprise disagrees with the tax
authority’s conclusions on a number of
contents, it may reserve its opinions and
inscribe them in the inspection record so as to
complain with the tax authority directly
managing the tax collection or further
complain with the General Department of Tax
and the Finance Ministry. Pending the settle-
ment of its complaint, the enterprise or foreign
business cooperation party shall still have to
strictly comply with the conclusions of the tax
authority.
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ll. TAX SETTLEMENT UPON:THE EXPIRY
OF OPERATION DURATION OR DISSOLUTION
OF ENTERPRISES

Upon the termination of a business coop-
eration contract by the parties thereto or the
expiry of the operating duration. o dissolu-
tion of a foreign-invested enterprise under the
Law on Foreign Investment in Vietnam,

- within 45 days after the investment licensing

body issues the dissolution decision, the
concerned foreign-invested enterprise shall
have to submit its tax settlement report to the
tax authority. The tax authority shall have to
1mmed1ately proceed wnh the followmg _]ObS :

L. Inspectxon of the tax settlemeat ort.

2. Determination of interests and respon-
sibilities of each party to the foreign-invested
enterprise or business cooperation contract.
The major contents of this job include:

- Determination of investors’ investment
capital amounts currently on the enterprise’s
account(s), including capital in cash, fixed
assets, materials and goods. Certification of
the investment capital amounts, which the
foreign investors may transfer abroad.

- In cases where a foreign party commits
to transfer without any refund of its assets to
the State of Vietnam upon the “expiry of its
operating duration but has to terminate opera-
tion ahead of time due to force majeure inci-
dents, if such foreign party fails to transfer
assets- according to its commitment, it must
refund the preferences it has enjoyed thanks to
the non-refund transfer. The provincial/munic-
ipal Tax Departments shall, on the basis of the
actual situation of enterprises as well as the
provisions at Articles 46, 47, 48 and 49 of
Decree No. 24/2000/ND-CP, determine the tax
amounts payable by enterprises and send tax
notices to the enterprise liquidation boards and
the investment licensing bodies.

- Determination of profits or losses as
well as the rights and responsibilities of the

investors, which are relate to such profits or
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earned by the foreign-investors, which may-be:

transferredabroad: The amount: of tax ion the
trafisfer of: incorhes: abroad: shall: be :immedi-

- ately remitiodito the-State budget, exceps!for,

followmg wasons” b

It is used for;

+ It is used for personal spendmgneeﬂs .

o+ It is used for other purposes m Vrawn

V. MEASURES TO DETERMINE MARKET

PRICES IN THE TRANSACTIONS BETWEEN
ASSOCIATED ENTERPRI$ES

To ensure the correct detemunatlon of tax.
payment obhganons of enterpnses, durmg the
regular 1ﬂ§péctxonorex minal ‘tax sett}e-
ment reports of enteranes,‘ if any prrée or
income ratio irrationality is detected in the
transisHonI bkt weett associated: émerprses!.
the tax:‘awthorities shall: apply: the: ‘followsng:
measures to determme the enterprises’ taxable
mcomes .

1 "Mamo‘a of comparing market prices:

The tax authorities may .use-the market
prices of products, goods and/or sefvices to fix
the prices of products, goods  and/fof services
exchanged or traded internally between associ-
ated enterprises. The conditions for the appli-
cation of the method of comparmg ‘market
prices are:: g EEE

i. There i is no difference betweehv the two~
compared business operations, which affect
the transaction prices such as goods quality,
trademarks, conditions for goods delrvery and
payment relations. : :

N N :
g 20fY-. months. At the'

Vietnam, in addmon to other incomes ah;eady

Vretnam-based jointiventure: enterpnse A
Jomt-venture between such foreign company .
afid’ 2’ pan;) i Vietnam) 1,200 iters’ of
lubticant ‘for US$ 500, to ' be_paid" after 6
ne titnié, the foreign hibricant
company seﬂs ) nterprise B, an mdepcndent;

in Vietnam, 1,000 liters of lubricant

kfﬁwwﬁiﬁi i,GOO ‘to. be paid- unmedlately

Supposmg that ¢the 6-month' commercial credit :

inferest fate o,gx the market is 5%, when deter-
mining ince NG 8 venture entesprise A,
the Vretnamese tax autho ,ty may re-deter-
mine the contract lubncant » based on the
compatison wnh the eontra vtﬁ’tlf‘ omif _
as follows: -~ = = - warens sdp sk

Unit price of l htter of lubncam wrthz
payment made after 6 months:

US$1000+US$100015%
g1 00 liters,of lubricant -
S08 et br’xce Eetérmmeﬂ for ‘the “contract’
between Jouftééenturefcdmpaﬂy A and forefgn’i
lubricant company B shall be:

Y 200 hters of lubncant x US$ 1 05/11ter—
US$4,260 -

= uss 1 OSIf'ter

2. Method of -using the sel]mg price to

determme the buying price: -

“In’cases where a trade unit buys goods
from an overseas associated enterprise and it is

. impossible to determine the actual buying

prrce of those goods on the-free market, the tax
authy rltylmay use the selling prlce of the trade
unit to deteymine the buymg pnce according to
the iollowmg formula: . o

’The average gross prof t margm of the trade
service may be determined on the basis of the

- gross:profit margin of ether goods purchased

Fips o Jietnary « 2T 5
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The | |900ds soid | [ goods soid | | avera WWWXEMWW‘
bmu&p-— to inde- |_ t°"?de‘|;| X m Esiterprise A is the sole outlet for company B's
mmp_e"de-:t enterprises | | margin of products on the Viematiiese market: v 1999,
(excluding | | (excluding | | the trade |- enterprise A imported from company B 10,000

| ammt;sx-, mgs;tw?x, | semice | isers of liquor, paid USS 75,000 for import tax-

by that uriit from mdependent tradc units. The
gross profit margin shall be determined

according to the following _fqmlgla

determine the buying price shall not apply to
the following cases where:

- The goods and. products, before bemg
sold, have already been processed assembled,
transformed or added with more use value;

- The goods and products, before being
sold, have been affixed with. trademarks, trade
names of high value on the market.

- The period between the goods purchase:

and goods -sale lasts for more than 1 year

during which the market witnesses a great

price fluctuation.

g ey oy

and _special consumption tax set by the
customns office and sold the whole liquor
vmumeforUSMSSOOQ“ 0 vex‘aadmnwver :
in the year. "By the end '

! T y determined the bur

The a ‘The net | _ price of “ : i liquérofenwrpnseAasfanoWs* :

profit | | goods 51000 ' The et turnover = The sale turnover - The

margi Thencttmover . importtax=US$ 185,000 - USS 75,000 = USS.
o 110,000 - - '
(The data shall be based on the enter- o

‘pnses reporls on business results) u5$ 110,000 ,

: ~ = US$ 11/iiter

; The method of using the selling price to 10,000"%1‘5 : '

Supposing that the average gross pmﬁt
margm of liquor is 10% '

The buymg price = US$ ll?hter (USS

, 1llhter x 10%) =US$ 9.9/liter

3. Method of using the tﬁm pmductlon
cost to determine the taxabl‘g mcome

"In cases where an unit pmduoes and/or
processes semi-finished products and delivers
all to an associated enterprise, without prod-

' The total pro-

cal . The average net | -
The ?:Ctsnr:r:ned | = | duction cost of income rate of the |
1 : Aall products . production branch |
The total (I Thecost ¢ + The goods ' The gen‘eral;
production | . pnce of delive t
wostofal - e Be ers management
;; products . = defvered ‘< 4. TP . 4 edenses
7 delivered in * inthe period -+ riod
the period period . perk

- (The data shall be based on the enterprises’ business results)
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ucts being sold on the market to determine the
comparative price, the tax authority may base
itself on the accounting books and records of
the unit’s expenses to determine the income of
that unit according to the following formula: :

. The average net income rate: of the
production branch may be determined on the
basis of the data on the net income rates of
other mdependent productron enterprises.

The net mcome raﬁe ashall be determmed
accordmg to the following formula' ‘

7 - The pre-enterprise income tax net
“The net 1 [ The ]
income 'I")hn'ecec%s;t gzhogs | | general
rate the sold + sale + manar?te‘
|| ment |
-_goods |expenses | expenses

Example: Garment enterprise A in
Vietnam is a joint venture between foreign
company..b, and a Vietnamese company.
Garment enterprise A produces apparel articles
under processing contracts and delivers them
all to company B in the foreign country.
Presuming that in 1999, enterprise A delivered

to company B 10,000 suits at a set price of US$ -

10/suit. Enterprise A’s 1999 accounting books
contain the following data:

The cost price of sold goods: US$ 80,000
The goods delivery expenses: US$ 6,000

The general management expenses US$
12,000

The total production cost: US$ 98,000

As enterprise A and company B overseas
are the two associated enterprises, the tax
authority may fix the taxable income as
follows: '

Presuming that the tax authority deter-
mines the average net income rate of the
garment industry to be 10%.

The determined income = US$”987,000 X
10%

In- cases where -price irrationalities are
discovered but there exist no conditions for the
application of the above-mentioned methods,
the tax authority should notify such to enter-
pnses so that the latter may produce the rele-
vant vouchers, and request the: enterpnses to -
make written attestations on the legality of the
produced vouchers

Parth

TAX PAYMENT CURRENCY AND
"OTHER ,GUIDANCES

: 1. TAX PAYMENT cunnsncv

Fr{exgn—mvested enterprises and joint-

: v:enmre”busmess cooperation pames shall pay
taxes in Vletnam dong

Enterpnses whxch are, penmtted by the
Finance Ministry to use: fo;ergn currency(ies)
in their cost-accounting and book-keepmg
activities when making tax déclaration, shall
have to convert such foreign currency(ies) into
Vietnam dong at the time of déclaratio.

The conversion of a foreign currency into
Vietnam dong or vice versa shall be effected at
the actual average purchasing and selling rates
on the inter-bank foreign currency market as
announced by the State Bank of Vietnam on
the Nhan Dan Daily. For certain days on
which the Nhan Dan Daily is not published or
published without announcement of the
exchange rate, the exchange rate applicable to
the conversion shall be the preceding day’s
exchange rate

All budget revenues from forergn-
invested enterprises shall be accounted into the
budget index according to current regulations.

Il RESPONSIBILITIES OF ENTERPR!SES

= Forergn invested enterprises shall have
to strictly comply with the procedures of regis-

Files on Vietnam « 28 §




tration for the granting of tax codes »and-‘rna,ke_.

tax registration with the tax authorities directly
managing them in accordance w1th current
regulations. ,

2. Within 5 days after changmg their goods
lines for business or relocatmg their headqua.r—
ters, enterprises, their business affiliates. or
foreign business cooperation parties shall have
to fill in the procedures for tax registration with
the tax authorities of the provinces or cities

_ where they are headquartered.

3. To strictly with all regulations on tax
declaration in the course of busrness and
production activities.

4. To produce all accountrng books
vouchers and fiecessary documents related to

the tax calculation ‘and settlement at . the tax

authority’s request.

5. To pay taxes in full and on time as

| prescribed.

6. To notify the tax authority of the deci-
sion on dissolution or expiry of the project’s
operating duration, and submit the final settle-
ment report on time.

lil. RESPONSIBILITIES AND POWERS OF TAX
AUTHORITIES

1. To guide taxpayers to make tax regls-

~tration and declaration in strict compliance

with the prescribed regime.

2. To examine tax declarations,
accounting books and vouchers as well as
documents necessary for tax calculation, and

request taxpayers to explain unclear matters

related to the tax calculation.. -

3. To calculate taxes and notify the
taxpayers of the payable tax amounts. To have
the right to fix the payable tax amounts in
cases where the taxpayers deliberately fail to
make tax declaration  within the prescribed
time limit or make incomplete or inaccurate

H 30 - Files on Vietnam

“tax declaration or fail 7tovprovide: adequate and

accurate information related to the tax calcula-
tion, or where the revenues are affected by
abnormal ﬁnancna} and: commercial relanons

: between the assomated enterpnses

4To record wntmg andhendle tax vmla-

tions accordmg to thelr eomée prescnbed

by law. =

5.To smctly enforce the: tax m o

- ensuring 1ts ‘truthfulness, accuracy and,ﬁb ]ec-‘ s

tivity.

6 To inspect the registration of
accountmg regimes by enterprises as well as

the '1mplementatlon of the regrstered_ =

A To oemfy tax amounts already pald by
forelgn investors at the latter’s request.

IV. HANDLING OF VIOLATIONS AND SETTLE-

' MENT OF COMPLAINTS

1. Vlolatlons of tax legxslatlon shall be
sanctioned as follows:

- Fallure to stnctly eomply wnh thc provi-
sions on tax registration af Point 1, Section II,
Part IV of this Circular * shall be sanctioned

- according to: the . provisions of the

Govemrnentfg"ﬁe'(:ree No. 22/CP of April 17,
1996 on sanctioning administrative violations
in the ﬁeld of tax.

- Farlure to comply with the provrslons
on declaration for tax payment shall be fined
according to the provisions of the Ordinance
on the Handing of Admmlstratxve
Violations, the Government’s Decree No.

22/CP of April 17, 1996 and the current

guiding documents.

- False declaration or evasion of taxes
shall be fined up to 5times the falsely declared
or evaded tax amount.
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- Delayed tax payment shall be subject to
a fine of 0.1% (one thousandth) of the delayed
tax amount for each day of delayed payment.

2. Competence- to handle violations and
complaints:

- Vlolatxons of the tax regulations shall be
handled by the tax authormes dlrectly
managing tax collection. "

- All taxpayers’ complamts about taxes
shall be considered and settled by the tax
authorities directly collecting taxes. Where a
taxpayer disagree with the conclusions for

settiement of his/her complaint, he/she shall be

entitled to further lodge the complaint to the
higher-level tax authority and the Finance
Ministry or initiate a lawsuit according to the
provisions of law.

In cases where a complaint is lodged to
the higher-level tax authority and the Finance
Ministry, the Finance Minister’s handling
decision shall be final one. Pending. the settle-
ment of his/her complaint by the higher-level
tax authority or the Finance Ministry, the
complainant shall still have to strictly comply
with the settlement conclusions of the lower-
level tax authority or the General Department
of Tax.

V. ORGANIZATION OF IMPLEMENTATION

The provincial/municipal Tax Depart-
ments shall have to popularize the provisions
of this Circular to foreign-invested enterprises
as well as foreign business cooperation parties
and guide them in the implementation thereof.

The provincial/municipal Tax Depart-
ments shall have to arrange sections
comprising full-tine personnel to manage the
collection of taxes from foreign-invested
enterprises and foreign business cooperation
parties. These specialized managerial sections
shall have to submit monthly, quarterly and
annual reports to the Finance Ministry (the
General Department of Tax) on the tax collec-
tion situation as well as other reports in service
of the general management requirements for
foreign-invested enterprises and foreign busi-
ness cooperation- parties . operating in their
respective localities.

This Circular takes effect 15 days after its
signing and replaces the Finance Ministry’s
Circular No. 63/1998/TT-BTC of May 13,1998
and Circular No. 89/1999/1'1‘ BTC of July 16,
1999.

FOR AND ON BEHALF OF THE
FINANCE MINISTER

Vice Minister
VU VAN NINH
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CHRONOLOGY OF APRIL 2001

-7-10 April: The 12th Plenum of the Party Central Committee (8th Tenure) is convened in
Hanoi to finalize the Central Committee’s documents to be submitted to the 9th Party Congress,
and to continue preparing the personnel for the Congress to elect into the 9th Central Committee.

19-22 April: The 9th National Congress of the Communist Party of Vietnam takes place in
Hanoi. The Congress discusses and passes the important documents: Political Report; Strategy
for Socio-economic Development in 2000-2001; Orientation and Tasks for 2001-2005 Socio-
economic Development, Statutes of the Party (supplemented and amended). Mr. NOng bitc Manh
is elected General Secretary of the Party Central Committee.

25-26 April: Thai Prime Minister Thaksin Shinawatra pays an official visit to Vietnam. He; .

has talks with PM Phan Van Khéi and pays a courtesy wsn to Gemral Secmtarbeng Ouc Manh
and Presxdent Trén Ditc Luang i

CHRONOLOGY OF MAY 2001

27 April-j May: Vice-President Nguyén Thi Binh pays an official visit to Cuba. She has talks
with Vice-President of the Cuban State Council Carlos Lahe, meets with Vice-President of the
Cuban State Council Juan Anmayda Bosque and is received by President Phidel Castro. She visits
some educational and economic establishments in LLa Habana.

3-5 May: Head of the Executive Body of the Republic of Pakistan, General Pervez
Musharraf pays an official visit to Vietnam. He pays a courtesy call to President Trdn Ditc Luong,
has talks with PM. Phan Vian Khai and visits some cultural and economic establishments in
Hanoi. The two sides sign the Pakistan-Vietnam Trade Agreement. 7

4-9 May: Vice-President Nguyén Thi Binh pays an official visit to the Republic of France.
She meets with President Jacques Chirac, has talks with Chairman of Senate C.Ponsele and visits
some historical relics and cultural works of France.

24-25 May: The 3rd Asian-European Meeting of Foreign Ministers (ASEM FM-3) takes
place in Beijing with the participation of 25 foreign ministers of the member nations and repre-
sentatives of the EU. Foreign Minister Nguyén Dy Nién heads the Vietnamese delegation and
delivers a speech. During his stay, he has working meetings with the foreign ministers of China,
Singapore, Austria, Denmark, Spain, France and the Republic of Korea and with the State
Secretary of the Foreign Ministry of the United Kingdom.

In tgi Nhé xudt béan Thé Gidi.
Gidy chép nhan dang ky k& hogch xuét ban s& 2-86/XB-QLXB, cGp ngdy 16/1/2001.
In xong va ndp luu chidu théng 6-2001.
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® VIETNAM CULTURAL WINDOW MAGAZINE
- No.32 - Healing the Natural Way

- N0.33 - Fruit, please!
- No.34 - Tastes to Enjoy
- No.35 - A Passage to Kinh Bac

® VIETNAMESE STUDIES

Published quarterly in English and French. First issue came
out in 1964. Introduction of Vietnam in all aspects, past and
present. Focus on culture, history and society.

No.1 - 2000 (135)
Special: A Glimpse of Vietnamese Studies outside Vietnam

No.2 - 2000 (136)
Special: Thai Studies (ll)

No.2 - 2000 (137)
Special: Child Psychology (1)

No.4 - 2000 (138)
Special: Child Psychology (l1)

® THE GIGI PUBLICATIONS IN 2001

- Vietnam 2000 -2001
(English, French, Russian, Spanish)

- Documents of 9th Party Congress
(English, French, Chinese, Russian, Spanish)

- An Outline of Vietnamese Military History
(English)

- Vietnam’s 20th Century Chronicles
(English, French, Russian, Spanish, Chinese, German)




VIETNAM - A LONG HISTORY
(English, French, Russian, German, Spanish)
Nguyén Khéc Vien

VIETNAM, THE COUNTRY AND ITS GEOGRAPHICAL REGIONS
{ English, French, Chinese, Vietnamese)

Lé B4 Thao

A BRIEF CHRONOLOGY OF VIETNAM'S HISTORY
(English, French, German)
Ha Van Thu, Tran Héng Ditc

THE IMPERIAL ARCHIVES OF THE NGUYEN DYNASTY
VOLUME It
THE 6™ AND 7™ YEARS OF MING MANG REIGN (1825-1826)
TOMES 11-20
(English)
Phan Huy Lé and Collaborators

VIETNAM, THE LAND AND THE PEOPLE
(English, French)

WELCOME T0 VIETNAM
(English, French, Russian, German, Chinese, Japanese, Spanish)

THE 30 - YEAR WAR 1945-1975
VOLUME : 1045-1956 |
(English) \

Many Authors

-

FIFTY YEARS OF VIETNAMESE DIPLOMACY 1945-1995
VOLUME - 1945-1075
(English)
Luu Van Lo

OUR GREAT SPRING VICTORY
AN ACCOUNT OF THE LIBERATION OF SOUTH VIETNAM
(English)
Gen. Van Tién Ding

-

A

VIETNAM - UNITED STATES ECONOMIC RELATIONS
(English, Vietnamese)
bé bik Dinh
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