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Welcome to the third edition of the Guide to Taxation in Southeast Asia. We thank you for your
continuous support for this annual guide, which has been very well received.

Crisis is no stranger to investors and companies, however the challenges we have faced in the past
year can be described as severe. The COVID-19 pandemic has changed our lives dramatically, from
how we work to how we socialise - there is no exception to the field of taxation. As the economic
environment remains challenging, tax authorities need to place greater focus on driving tax
compliance, there may be possibility of introducing new taxes to boost revenue collection.

We recognise that each Southeast Asian country has its own unique and dynamic in attracting
more foreign direct investments especially those from China as Chinese economy is showing sharp
recovery from the Covid-19 pandemic. The pandemic has shown how different each country is
where laws and regulations were evolving rapidly.

In this third edition of the Guide to Taxation in Southeast Asia 2021, we have updated and
summarised the basic investment and taxation information for all ten countries within the ASEAN
region. It also provides a directory of Deloitte SEA Chinese Services Group (CSG) tax leaders.

I hope you find this Guide informative. For more details or for tax advice, please reach out to any of
our CSG tax leaders.

WE Sincerely

Yee Wing Peng

BHRBUPERSBASA

Deloitte Southeast Asia Chinese Services Group Leader
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Deloitte SEA CSG Tax Leaders

Ex &F Name E8iE Phone EB B Email

Country

X3E =i

Brunei Lim Cheng Wei +673 222 5880 chenlim@deloitte.com
R T

Cambodia Kimsroy Chhiv +855 23 963 701 kchhiv@deloitte.com
ENEERI

Indonesia John Lauwrenz +62 2150819100 jlauwrenz@deloitte.com
Zi PR

Laos Anthony Visate Loh  +66 2034 0112 aloh@deloitte.com
=P EWE

Malaysia Tham Lih Jiun +603 7610 8875 litham@deloitte.com
it

Myanmar Aye Cho +95 1230 7364 aycho@deloitte.com
JERE

Philippines Senen Quizon +63 2 8857 1569 smquizon@deloitte.com
RN 3% FRK

Singapore Lee Tiong Heng +65 6216 3262 thlee@deloitte.com
=E PR

Thailand Anthony Visate Loh  +66 2034 0112 aloh@deloitte.com

HE LB

Vietnam Tuan Bui +84 247105 0021 tbui@deloitte.com
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Investment basics
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1.1 Currency
Brunei dollar (BN$).

1.2 Foreign exchange control

There are no foreign exchange controls in Brunei
Darussalam, although exchanges and movements of
currency are monitored. Nonresident bank accounts are
permitted, and there are no restrictions on borrowing by
nonresidents.

1.3 Accounting principles/financial statements
IFRS is required for public interest entities. Non-public
interest entities must comply with Brunei Darussalam
Accounting Standards for Non-PIEs (BDAS).

1.4 Principal business entities

These are the public/private limited company,
partnership, sole proprietorship and branch of a foreign
company. A foreign company must register with the
Registrar of Companies before establishing a place of
business or commencing carrying on business in Brunei.
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2.1 Residence
A company is resident in Brunei if it is managed and
controlled in Brunei.

2.2 Basis

A company is subject to tax on income accruing in or
derived from Brunei, or received in Brunei from outside
Brunei.

2.3 Taxable income

Taxable income includes income derived from a trade

or business, as well as investment income, including
dividends received from companies not previously
assessed to tax in Brunei, interest and royalty income.
Certain income is exempt, e.g., dividends received from a
company subject to tax in Brunei and income of specific
government and nonprofit organisations. Companies
with revenue that does not exceed BN$1 million are
exempt from corporate tax.

2.4 Taxation of dividends
See under “Taxable income.”

2.5 Capital gains
There is no tax on capital gains.
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2.6 Losses
Losses may be carried forward for six years but may not
be carried back.

2.7 Rate

The corporate income tax rate is 18.5 percent and is

charged on a threshold basis as follows:

* 25 percent of the first BN$100,000 of assessable
income is charged at 18.5 percent;

* 50 percent of the next BN$150,000 of assessable
income is charged at 18.5 percent; and

* The full amount of the remaining assessable income is
charged at 18.5 percent.

Petroleum income tax at 55 percent applies to
petroleum operations of oil and gas companies.

2.8 Surtax
No

2.9 Alternative minimum tax
No

2.10 Foreign tax credit

A foreign tax credit is available for tax paid on foreign-
source income, but it is limited to the tax assessed at half
of Brunei's rate.
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2.11 Participation exemption
No

2.12 Holding company regime
No

2.13 Incentives
A tax exemption may be available for pioneer industry
companies.

Tax credits are available for certain salaries and training
expenditure.

Companies dealing with exports can opt to pay tax at a
fixed rate of 1 percent on approved exports, in lieu of
corporate tax.
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Withholding tax
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3.1 Dividends

Brunei does not levy withholding tax on dividends that
have been assessed to tax, regardless of whether paid to
a resident or a nonresident.

3.2 Interest
Interest paid to a nonresident is subject to a 2.5 percent
withholding tax.

3.3 Royalties
Royalties paid to a nonresident are subject to a 10
percent withholding tax.

3.4 Technical service fees

Technical service fees are subject to a 10 percent
withholding tax. Fees paid for the use of scientific,
technical, industrial or commercial knowledge or
information are subject to a 10 percent withholding tax.

3.5 Branch remittance tax
No
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Other taxes on corporations
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4.1 Capital Duty
No

4.2 Payroll tax
No

4.3 Real property tax

Although no taxes are levied on property, a 12 percent
building tax is levied on buildings located in Bandar Seri
Begawan.

4.4 Social security

The employer is required to contribute 5 percent of the
wages of local employees to the Employees Trust Fund. A
Supplementary Contribution Pension of 3.5 percent also
is required.

4.5 Stamp duty
Stamp duties are levied at fixed or ad valorem rates on
various business documents.

4.6 Transfer tax
No

4.7 Other

Remuneration paid to a nonresident director and
management fees paid to a nonresident are subject to
a 10 percent withholding tax. A 10 percent withholding
tax also is levied on rent or other payments made to a
nonresident for the use of movable property.
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Anti-avoidance rules
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5.1 Transfer pricing
No

5.2 Thin capitalisation
No

5.3 Controlled foreign companies
No

5.4 Disclosure requirements
No

5.5 Other

The tax authorities can disregard certain transactions
and dispositions if they are satisfied that the purpose
or effect of an arrangement aims at directly or indirectly
reducing or avoiding liability to tax.
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Compliance for corporations
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6.1 Tax year
Calendar year.

6.2 Consolidated returns
Consolidated returns are not permitted; each company
must file a separate return.

6.3 Filing requirements

An e-filing system (STARS) applies. The deadline for filing
a return is 30 June of the year following the taxable
period. Advance tax on estimated chargeable income
must be paid within three months after the company’s
financial year end.

6.4 Penalties
Afine of BN$10,000 and imprisonment for 12 months
may be imposed for failure to file.

6.5 Rulings
Advance rulings are not granted.



7.0 DARR

HREIBIUIERE—2021 | RIS ER
Guide to Taxation in Southeast Asia - 2021 | Brunei Tax Highlights

Personal taxation
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7.1 Basis

Although the Income Tax Act provides for the taxation
of income derived by individuals, such income is exempt

from tax under the second schedule of the act.

7.2 Residence

An individual is resident if he/she resides in Brunei and
is physically present or exercises an employment (other
than as a director of a company) in Brunei for 183 days

or more in the preceding year of assessment.

7.3 Filing status
No

7.4 Taxable income
No

7.5 Capital gains
Brunei does not tax capital gains.

7.6 Deductions and allowances
No

7.7 Rates

See above under “Basis.” Remuneration paid to
a nonresident director is subject to a 10 percent
withholding tax.
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8.1 Capital duty
No

8.2 Stamp duty
Stamp duties are levied at fixed or ad valorem rates on
various business documents.

8.3 Capital acquisitions tax
No

8.4 Real property tax

Although no taxes are levied on property, a 12 percent
building tax is levied on buildings located in Bandar Seri
Begawan.

8.5 Inheritance/estate tax
No

8.6 Net wealth/net worth tax
No

8.7 Social security

Local employees are required to contribute 5 percent of
wages to the Employees’ Trust Fund, and a 3.5 percent
contribution to the Supplemental Contributory Pension.
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9.0 IfESEM M ZEXK
Compliance for individuals

9.1 WHREE
HOFEE -
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I

9.3 T
I

9.1 Tax year
Calendar year.

9.2 Filing and payment
No

9.3 Penalties
No
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10.0 BB
Value added tax

10.1 R 5 10.1 Taxable transactions

NEHLIEER N EER - Brunei does not have a VAT or
sales tax.

10.2 i

x 10.2 Rates
No

10.3 Eic

T 10.3 Registration
No

10.4 B3R 4440

¥ 10.4 Filing and payment
No
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11.0 #,) 51K %
Source of tax law

11.1 %EE & 11.1 Source of tax law
FiSRiA%E (56355 ) ~ I8 Income Tax Act Cap 35, Income
(A ) AR (BN1M9%) - Tax Act (Petroleum) Cap 119,
ENTEREZ (58345) Stamp Act Cap 34
11.2 HULIhE 11.2 Tax treaties
XM AEI9OMBUW D E - Brunei has 19 tax treaties.
11.3 HBNR 11.3 Tax authorities
MBHIRBMBEEFE - Revenue Division under
the Ministry of Finance and
Economy.
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1.1 Currency
Khmer Riel (KHR).

1.2 Foreign exchange control

Payments for commercial transactions may be made
freely between residents and nonresidents, provided they
are made through an authorised bank. Funds transfers
exceeding US$10,000 must be declared to the National
Bank of Cambodia before the transfer.

1.3 Accounting principles/financial statements
Publicly accountable entities are required to use full
Cambodian International Financial Reporting Standards
(CIFRS); companies subject to audit but not publicly
accountable may use either CIFRS for small and medium-
sized entities or full CIFRS.

The criteria under which all enterprises and Non-profit
Organisations (NPOs) must have their financial statements
audited by an independent external auditor is summarised
as follows:

e Public Limited Companies (PLCs) and Quialified
Investment Projects (QIPs) are compulsory for statutory
audit

Enterprises other than PLCs and QIPs that meet any
two of the following criteria: (i) annual turnover above
KHR 4 billion (~ USD 1 million); (ii) total assets above
KHR 3 billion (~ USD 750,000); or (iii) more than 100
employees.

NPOs that meet the following two criteria: (i) annual
expenses above KHR 2 billion (~ USD 500,000); and (i)
more than 20 employees.

1.4 Principal business entities

These are the sole proprietorship, partnership, limited
liability company, branch of a foreign corporation and
representative office.
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2.1 Residence

Residents include companies that are organised,
managed or have their principal place of business in
Cambodia.

2.2 Basis

Resident taxpayers are subject to tax on worldwide
income; nonresidents, including branches are taxed
only on Cambodian-source income.

2.3 Taxable income

The tax on income is calculated on taxable profit. For
resident taxpayers, taxable profit is calculated as the
difference between total revenue (including capital
gains and passive income, such as interest, rental and
royalty income and insurance compensation) and
allowable expenses paid or incurred to carry on the
business.

2.4 Taxation of dividends
Dividends paid to Cambodian shareholders are not
taxable.

If a company distributes dividends out of pretax income
to a domestic or foreign shareholder (except a QIP
thatis in a tax holiday period) is subject to the advance
tax on dividend distributions (ATDD), which equals the
grossed-up dividend amount multiplied by the annual
income tax rate of 20% (or 30% for income from oil or
natural gas production or the exploitation of natural
resources).
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2.5 Capital gains

There is no separate capital gains tax (CGT) for resident
legal person. Any gain on the sale of assets/shares is
subject to the tax on income at a rate of 20 percent on
the higher of the contract price or the market value; the
gains also are subject to minimum tax.

The taxpayer shall submit a tax return and remit
CGT payable to the tax administration within three
months after the capital gain is realised. Based on
the Notification N0.24095 GDT dated 22 October
2020, the government has decided to postpone the
implementation of CGT until the end of 2021.

Capital gain is the difference between the proceeds
from sale/transfer of assets (i.e. immovable property,
finance lease, investment asset, brand name, copy-right
and foreign currency) and deductible expenses. The
deductibility of expenses can be determined either

(i) 80% of the total sale or transfer income if there

is no documentation to support the expenses or

(ii) the amount of actual expenses based on proper
supporting documentation. For other types of capital
assets, deductible expenses will only equate to the
amount of actual expenses. CGT is imposed at the rate
of 20% on the gain from the capital proceeds/transfer.

Certain capital gains tax exemptions will be available if
certain conditions are met.

2.6 Losses

Tax losses may be carried forward to offset taxable
profit for up to five years after the year in which the
losses are incurred, subject to certain conditions
(e.g., no changes in business activity, and subject to
unilateral tax reassessment). Tax losses cannot carry
back and there is no group relief.
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2.7 Rate
The tax on income rate ranges from 0 to 30 percent, based
on the business activity. The standard rate is 20 percent.

Enterprises operating in certain industries, such as oil
or natural gas production or exploitation of natural
resources (including timber, ore, gold and precious
stones) are taxable at a 30 percent rate. The Excess Tax
from O percent to 30 percent is applied based on the
ratio of the accumulated taxable income and deductible
expenses.

QIPs are subject to a 0 percent rate during the tax
exemption period (see “Incentives”).

Insurance companies that generate taxable profits from
the insurance and reinsurance of general insurance

are subject to a 5 percent tax rate on gross premiums.
Profits from the insurance or reinsurance of life insurance
schemes with and from activities other than insurance and
reinsurance are subject to tax at a rate of 20 percent of
taxable profits. Income from non insurance activities are
subject to 20 per cent tax on income.

2.8 Surtax
No
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2.9 Alternative minimum tax

Enterprises that do not maintain proper accounting
records, including those that incur losses, generally
are subject to a minimum tax at a rate of 1 percent of
total annual turnover inclusive of all taxes, except value
added tax (VAT). QIPs and certain other companies are
not subject to the minimum tax.

2.10 Foreign tax credit

A foreign tax credit is available for tax paid on foreign-
source income, but it is limited to the amount of
Cambodian tax payable on the foreign income.

2.11 Participation exemption
No

2.12 Holding company regime
No

2.13 Incentives

Investment incentives for QIPs primarily consist of

an exemption from minimum tax; either a profits tax
holiday or special depreciation at a 40 percent rate in
the first-year asset is placed in service; and exemptions
from import duty.

A VAT exemption on the importation of raw materials

is available for 100 percent export-oriented
enterprises.
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3.1 Dividends

Dividends paid by a resident company to a nonresident
shareholder are subject to a 14 percent withholding tax,
in addition to the ATDD. No withholding tax is imposed
on dividends paid to a resident shareholder.

3.2 Interest

Interest paid by a resident company to a nonresident
is subject to a 14 percent withholding tax; a 15 percent
withholding tax applies on interest paid to resident
taxpayers, other than Cambodian banks and financial
institutions.

3.3 Royalties

Royalties paid to a nonresident are subjectto a 14
percent withholding tax (15 percent when paid to a
resident). However, the payment on Shrink-wrap
Software, Site License, Downloadable Software or
Software Bundled with Computer Hardware to a “Self
Declaration Taxpayer” is exempted from withholding tax.

3.4 Technical service fees

Technical and management service fees paid to a
nonresident are subject to a 14 percent withholding tax
(15 percent on fees paid to resident individuals, subject

to certain exemptions). The new regulation has given a
definition of the “management service” that it refers to all
services, which are management in nature, performed to
function in the management of business such as recruiting
staff, training or managing sale agents; and the term
“technical service” refers to all services, which are technical
in nature, required to have technical skill or knowledge

in the development or creation of inputs in the business
such as services in science, physics, medicine, dentistry,
pharmacology, legal, hydraulics, physiology, art, education,
engineering, architecture, research study, accounting,
economy, welfare, nuclear power including consultation
services, etc.
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3.5 Branch remittance tax

The remittance of branch profits from Cambodian
sources in the current taxable year to a foreign head
office is not subject to ATDD if the tax on income
already has been paid.

However, the 14 percent withholding tax will be
imposed on the remittance of branch profits.

3.6 Other

A 14 percent withholding tax applies for rental
payments made to a nonresident. Rent is subject to

a 10 percent withholding tax, regardless of whether it
is paid to a resident individual or to a “self-declaration
regime” taxpayer.

A 14% withholding tax also applies to Cambodia-source
income payments made to a nonresident by a resident
taxpayer carrying on a business in Cambodia or a
nonresident person with a permanent establishment in
Cambodia.

Cambodia 31



FREIHIIER—2021 | SRIBFEHSER

Guide to Taxation in Southeast Asia - 2021 | Cambodia Tax Highlights

4.0 BWREBHR U
Other taxes on corporations

4.1 EFH
BSHE2.5T

42 THH
x

4.3 Ko

XM E B ML SRIBE IR R A
R B F0.1%8 B =AU A
R - A EEREEM

TS RI10%IER - REEARH

i mEBARER L MITEE
RWENSFH KL
MERI2WIER -

4.4 tRRIE
BEXMWAEICHREREH
FHAFH0.8%K2.6%H %
IR X8 R 2 S 77 E A
(HCB) ' B NBER
240EE KNT7.80E% -

BEMERMIRIE2019F N
A2HBINEREZREE
RFCHABERTERERES
BmFEZ - MU RITHBA
2021 K -

32

4.1 Capital duty
Refer section 2.5

4.2 Payroll tax
No

4.3 Real property tax

Property tax is levied at 0.1 percent per year on
immovable property with a value exceeding KHR100
million. A tax on house and land rentals is levied at 10
percent of the rental fees. A tax also applies on unused
land at a rate of 2 percent of the market value of the land
per square meter, as determined by the Commission for
Evaluation of Unused Land.

4.4 Social security

Employers must register and make monthly both
occupational risk and health care benefit (HCB)
contributions at a rate of 0.8 and 2.6 percent of the
average monthly salary, capped at US$2.40 and US$7.80
per employee, respectively.

Employers and employee must register and make
pension contributions to the Nation Social Security Fund
based on the Nation Social Security which was passed on
2 November 2019. The enforcement date is expected at
end of 2021.
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4.5 Stamp duty

Certain legal documents relating to the dissolution

or merger of a business enterprise are subject to a
registration tax (i.e., stamp duty) of KHR1 million. Some
documents relating to the transfer of title to certain
assets (e.g., land and vehicles) are subject to stamp
duty at a rate of 4 percent of the value transferred. The
transfer of a company’s shares, in whole or in part, is
subject to a 0.1 percent stamp duty on the market value
of the shares at the transaction date. A 0.1 percent
stamp tax also is levied on contractual amounts with
respect to contracts for the provision of goods or
services that use the national fund. Certain exemptions
apply. Stamp duty is imposed on the buyer.

Fiscal stamp tax is payable on certain official
documents, especially for foreign investors, and on
certain advertising postings and signage. Amounts vary
depending on the location of the signage, illumination
and language of scripted words.

4.6 Transfer tax
No, but see “Stamp duty.”

4.7 Other

The tax on means of transportation imposes statutory
fees on the registration of certain transportation
vehicles, including trucks, buses and ships.
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5.1 Transfer pricing

Cambodia has issued a regulation on transfer pricing that
provides guidance on the preparation of transfer pricing
documentation for transactions between related parties.

Transactions between related parties must comply with
the arm’s length principle, and taxpayers must conduct a
comparability analysis to assess the arm’s length nature
of the price of a controlled transaction. For a transaction
to have an arm’s length nature, the analysis must

support that either: (i) the comparable transaction has no
significant differences from the controlled transaction that
could affect the market price; or (ii) accurate adjustments
can be made to eliminate any significant differences.

The regulation adopts the five transfer pricing methods
provided by the OECD: the comparable uncontrolled
price method, resale price method, cost plus method,
profit split method and transactional net margin method.
The regulation does not specifically state whether the
company should select the most appropriate method for
its comparisons and documentation.

5.2 Thin capitalisation

There are no formal thin capitalisation rules, but there is a
cap on a taxpayer's annual maximum interest deduction
of 50 percent of net noninterest income, plus interest
earned.

5.3 Controlled foreign companies
No

5.4 Disclosure requirements

Enterprises must disclose transactions in their monthly
and annual tax returns filed with the General Department
of Taxation (GDT).
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6.1 Tax year

The default tax year is a calendar year. An approval letter
from the GDT is required if the taxpayer wishes to use a
different tax year.

6.2 Consolidated returns
Consolidated returns are not permitted, and no tax relief
is available between independent entities in a group.

6.3 Filing requirements

A taxpayer must file and pay annual corporate income
tax within three months after the year end. Monthly
tax returns and the prepayment of income tax must be
submitted by the 20th day of the following month or
25th day of the following month for e-filling. Effective
from 1 January 2021, the GDT has required taxpayers
to submit the monthly tax returns via the GDT's e-Filing
system.

6.4 Penalties

Penalties apply for failure to file, late filing or the filing of
a fraudulent return. Taxpayers are subject to penalties
of 10, 25 or 40 percent and interest of 1.5 percent per
month on late and underpaid taxes.

6.5 Rulings

A taxpayer may request a tax ruling to clarify its specific
tax concerns.
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7.1 Basis

A resident employee is subject to tax on salary (TOS) on
worldwide sources of income, irrespective of the place
of payment; nonresidents are taxed only on Cambodia-
source income.

7.2 Residence

An individual is resident in Cambodia if he/she is
domiciled or has a principal place of abode in Cambodia
or is present in Cambodia for more than 182 days in any
12-month period ending in the current tax year.

7.3 Filing status

The employer is responsible for withholding and
remitting the TOS to the GDT each month. Employees
are not required to file tax returns.

7.4 Taxable income

The TOS is imposed on salaries received as
compensation for employment activities in

Cambodia. The term “salary” is defined broadly to include
wages, remuneration, bonuses, overtime, compensation
and fringe benefits. Fringe benefits (in cash or in kind)
include the private use of a motor vehicle, the provision
of meals and/or accommodations, pension fund
contributions that are more than 10 percent of salary,
etc.
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7.5 Capital gains
Refer Paragraph 2.5.

7.6 Deductions and allowances

The allowance for each dependent is KHR150,000,
subject to specified conditions. Certain income is
exempt from the TOS, such as actual reimbursements
of professional expenses, limited indemnity for a layoff,
remuneration provided under the labour law and limited
flat allowances for mission and travel expenses.

7.7 Rates

Progressive rates ranging from 0 to 20 percent apply to
residents earning employment income. Nonresidents are
subject to a flat rate of 20 percent. The tax rate on fringe
benefits is 20 percent.
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8.1 Capital duty
Refer section 2.5

8.2 Stamp duty

Similar to the rules that apply for corporations,
registration tax is applicable to individual owners on the
sale of shares, the sale of property and inheritances. See
“Other taxes on corporations.”

8.3 Capital acquisitions tax
No

8.4 Real property tax

Real property tax is applicable to individual owners in
the same way as it is to companies. See “Other taxes on
corporations.”

8.5 Inheritance/estate tax
No, but see “Stamp duty.”

8.6 Net wealth/net worth tax
No

8.7 Social security

The employer is responsible for paying the HCB
contributions at a rate of 0.8 and 2.6 percent of the
average monthly salary, capped at USD$2.40 and
USD$7.80 per employee, respectively. Employers and
employee must register and make pension contributions
to the Nation Social Security Fund based on the Nation
Social Security which was passed on 2 November 2019.
The enforcement date is expected at end of 2021.
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9.1 Tax year
Calendar year.

9.2 Filing and payment

TOS is deducted from employee salaries, but the
employer is responsible for withholding and remitting
the tax on a monthly basis. Employees are not required
to pay TOS directly to the tax authorities.

9.3 Penalties

Penalties do not apply to individual employees, but are
levied on the employer. The penalty and interest rates
are the same as those for corporate tax noncompliance.
See “Compliance for corporations.”
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10.1 Taxable transactions

VAT is levied on taxable supplies, which include all
supplies of goods and services and sales of fixed assets,
except for the following: primary financial services;
public postal services; hospital, clinic, medical and
dental services; the state- owned public passenger
transportation system; insurance services; approved
nonprofit activities; the import of goods by foreign
diplomatic international organisations and agencies of
technical cooperation for personal use; the supply of
water and electricity; educational services; unprocessed
agricultural products; and solid and liquid waste
collection services.

“Primary financial services” refers to financial services in
which profit margins are derived from activities such as
deposit, credit or loan transactions; initial public offerings
of stock, trading of stock or other financial instruments
and clearing and settlement services relating to the
Cambodia securities exchange; currency exchange;
security (surety); or trading of raw gold or 25th day of
the following month for e-filling. Effective from 1 January
2021, the GDT has required taxpayers to submit the
monthly tax returns via the GDT's e-Filing system.
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10.2 Rates
The standard rate is 10 percent, but certain supplies are
zero-rated or exempt.

10.3 Registration

All taxpayers making supplies of taxable goods and
services in Cambodia must register for VAT before
making taxable supplies.

For registered taxpayers to claim input VAT, strict rules
apply with regard to obligations relating to invoicing,
timing and accounting records.

10.4 Filing and payment

Monthly filing is required, and VAT must be paid by the
20th day of the following month.
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law

11.1 Source of tax law

1997 Law on Taxation and its subsequent amendments;
Sub-decree on VAT; Prakas No. 559 (clarifying the

VAT treatment of nontaxable supplies); Prakas on

Tax on income; 1997 Foreign Exchange Law; Prakas

on Registration Tax Collection; Law on Social Security
Schemes; Labour Law; Law on Financial Management
and its subsequent amendments; and Prakas No. 986
(guidelines on transfer pricing).

11.2 Tax treaties

Cambodia has signed nine tax treaties, seven of which
are in force (with Singapore, China, Thailand, Brunei
Darussalam, Vietnam, Indonesia and Hong Kong). Tax
treaty with Malaysia is effective from 1 January 2021 and
Korea will be effective from 1 January 2022.

11.3 Tax authorities
General Department of Taxation and the Ministry of
Economy and Finance.
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1.1 Currency
Indonesian Rupiah (IDR).

1.2 Foreign exchange control

The rupiah is freely convertible. However, approval of
Bank Indonesia (the central bank) must be obtained
before taking IDR100 million (or its equivalent in foreign
currency) or more out of the country. A person carrying
IDR100 million (or its equivalent in foreign currency) or
more into the Indonesian customs territory must verify
the authenticity of the funds with Indonesian customs
upon arrival.

Indonesia does not restrict the transfer of funds to
or from foreign countries, but banks must report any
transfers of funds to foreign countries to Bank Indonesia.

IDR must be used in all transactions that are used as

a payment, the settlement of obligations that must

be satisfied with a cash payment and other financial
transactions conducted in Indonesia. Exemptions

are provided for the following transactions: certain
transactions related to the implementation of the

state budget; the receipt or award of offshore grants;
international trade transactions; bank deposits in foreign
currency; and offshore loan transactions.



1.3 2 REN/MBRE
NEEATERANSUEN -

1.4 EEBFWEME
BRIEERAE (EEX

R "Perseroan terbatas” - &
R PT" ) RENER=EIRNW
FER - R 7 IRHEETRSM
SLRAN - BE AR IIINE
NEWDZHA - MEREES
( negative investment list ) &XJ
SNEFRZE AR BRS - 5
b BEREYDUAFREEER
MR ERAFHTEHEMP LS
B, BREFTIIN - BEARY
KEIEENE ERIT M EED !
WOERD ©

REIBIIER—2021 | EDEERT RS ER
Guide to Taxation in Southeast Asia - 2021 |Indonesia Tax Highlights

1.3 Accounting principles/financial statements
Indonesian GAAP applies.

1.4 Principal business entities

The limited liability company (Perseroan Terbatas,

or PT) is the most common form of business entity

in Indonesia. A branch of a foreign corporation
normally is not permitted, except for entities providing
banking services. A negative investment list is used for
sectors that are closed (in whole or in part) to foreign
investment. Alternatively, investors may opt to set up a
representative office in Indonesia to conduct marketing
and R&D activities; a representative office generally is
not allowed to conduct any revenue-generating activities
in Indonesia, other than in the construction sector.

47



Rl HERE—2021 | NEEATRSER

Guide to Taxation in Southeast Asia - 2021 |Indonesia Tax Highlights

2.0 1WA W

Corporate taxation

21 ERMABA
EREWZEEASENERER
TeRIEER  NEEENR
BEEBMERMZEE -

2.2 fEHREM
FEEEWNEIRWALES - IF
EREWARN R EENE Bl
MW AR - 8FABTZE
B4 (PE) KA -

2.3 NPT

Rz 4R 3% PfT 15 B0 E X MR B UL
ANBERAINBRZRR - I
ANBE (BEARRT ) 28WF
WA, HEVFMRE ; %
WA - RS - MR - FEF
NEMZES -

24 REWH

BB WU RIA i SRR —
BREWA - BANREW - B
MRFEERNSREHRAE -
ollel (30 2R/
) °

48

2.1 Residence

A company is a resident if it is established or domiciled
in Indonesia, or if its place of effective management or
controlis in Indonesia.

2.2 Basis

Resident companies are taxed on worldwide income.
Nonresident companies are taxed only on income
sourced in Indonesia, including income attributable to a
permanent establishment (PE) in the country.

2.3 Taxable income

Taxable income is defined as assessable income less
tax-deductible expenses. Assessable income includes
(but is not limited to) income from the carrying on of a
business; gains from the sale of property; and passive
income, such as dividends, interest, royalties, etc.

2.4 Taxation of dividends

Dividends received by a resident company are
considered ordinary income, but may be exempt
under the domestic participation exemption (see also
“Participation exemption”).
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2.5 Capital gains

Capital gains are considered ordinary income and are
taxed at the standard corporate income tax rate. Capital
losses are tax-deductible. Certain transactions are taxed
under a special regime (e.g., income from disposals of
land and/or buildings, see “Transfer tax”). Gains on the
sale of shares listed on the Indonesia Stock Exchange
are subject to a final tax of 0.1% of the transaction value.
An additional final tax of 0.5% applies to founder shares
on the share value at the time of an initial public offering
(IPO), regardless of whether the shares are held or sold
following the IPO.

2.6 Losses

Losses may be carried forward for five years following
the year the losses were incurred. Subject to approval
from the relevant authority, this period may be extended
up to ten years for certain industries and for operations
in remote areas. The carryback of losses is not permitted.
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2.7 Rate

The standard corporate tax rate is 25 percent. Certain
resident corporate taxpayers (other than PEs of foreign
companies) that earn or receive gross income that does
not exceed IDR4.8 billion in a fiscal year are subject to

a reduced corporate income tax of 0.5 percent of gross
income for a certain period of time. However, these
taxpayers may opt to apply the standard corporate
income tax rate after notifying the Directorate General of
Taxation (DGT). Resident corporate taxpayers with gross
revenue between IDR4.8 billion and IDR50 billion receive
a 50 percent reduction in the corporate tax rate imposed
on taxable income that is attributable to gross revenue
up to IDR4.8 billion. In addition to corporate income tax,
a PE also is subject to branch profits tax at the rate of
20% (unless reduced under an applicable tax treaty). The
branch profits tax does not apply where all of a PE's net
profit after tax is reinvested in Indonesia under certain
conditions.

2.8 Surtax
No

2.9 Alternative minimum tax
No

2.10 Foreign tax credit

Resident companies that derive income from foreign
sources are entitled to a unilateral tax credit with respect
to foreign tax paid on the income. The credit is limited to
the amount of Indonesian tax payable on the income.
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2.11 Participation exemption

As from 2 November 2020, dividends paid by an
Indonesian limited liability company to a resident
company or body are exempt from income tax. (Prior

to that date, dividends received or earned by a resident
company from a shareholding in an Indonesian limited
liability company were exempt from tax where the
recipient company held at least 25% of the shares of the
payer company, and the dividends were distributed from
retained earnings.)

2.12 Holding company regime
No

2.13 Incentives

Tax incentives are available to resident companies with

a specified minimum level of capital investments in
certain approved industry sectors or those operating

in certain geographic locations if certain conditions are
satisfied. Incentives include a 30 percent tax investment
allowance (5 percent per year over 6 years), accelerated
depreciation/amortisation, an extended carryforward of
losses up to 10 years and a reduced withholding tax rate
of 10 percent on dividends paid to nonresidents.

For publicly listed corporate taxpayers with a minimum
of 40% of the shares held by public investors that meet
certain criteria, the applicable corporate income tax rate
is lower than the regular rate: 19% for FY 2021), reducing
to 17% for FY 2022 and subsequent years.
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A tax holiday regime is available for new or increased
investment in specified business sectors (e.g., pioneer
industries), but companies that use this regime are

not entitled to the tax incentives mentioned above.
Qualifying projects in high-priority sectors may be
granted a 100 percent exemption from corporate
income tax for a minimum of 5 years up to a maximum
of 20 years from the commencement of commercial
operations, depending on the value of the investment
(the minimum investment is IDR500 billion), and a 50
percent reduction in corporate income tax for the next
2 years. A 50 percent reduction in corporate income
tax for 5 years from the commencement of commercial
operations may be granted for projects with a minimum
investment of IDR100 billion but less than IDR500 billion,
with a 25 percent reduction in corporate income tax for
the next 2 years.

For resident companies that do not obtain tax holiday

or tax allowance facility, a “super tax deduction facility”

is available for the following business activities or
expenditure:

* New capital investment or business expansion in
labor-intensive industries (eligible for an investment
allowance equal to 60% of the total investment amount
in tangible fixed assets, including land used for primary
business activities, allocated equally over six years
starting from the fiscal year in which the commercial
production commences);

Apprenticeship, internship, and/or learning programs
in human resources development (eligible for a
maximum additional deduction of 100% of qualifying
expenses, resulting in a maximum deduction of 200%
of the total qualifying expenses); and

Research and development related activities (eligible
for a maximum additional deduction of 200% of
qualifying expenses, resulting in a maximum deduction
of 300% of the total qualifying expenses).
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3.1 Dividends

Dividends paid to a nonresident are subject to a 20
percent withholding tax (which is considered a final

tax) unless the rate is reduced under a tax treaty. As
from 2 November 2020, no withholding tax applies to
dividends paid by an Indonesian company to a resident
company and the dividends are exempt from corporate
income tax for the recipient. (Prior to 2 November 2020,
dividends were subject to 15% withholding tax, unless
the participation exemption applied). A 10 percent final
withholding tax is imposed on dividends paid to a tax
resident individual.

3.2 Interest

Interest paid to a nonresident is subject to a 20 percent
withholding tax unless the rate is reduced under a tax
treaty.

Interest paid by a domestic taxpayer to a resident is
subject to a 15 percent withholding tax, which generally
represents an advance payment of tax liability. Certain
recipients are exempt from withholding tax (e.g., resident
banks). Interest paid by a bank in Indonesia to a tax
resident is subject to a 20 percent final withholding tax.
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3.3 Royalties

A 20 percent withholding tax is imposed on royalties
remitted abroad unless the rate is reduced under a tax
treaty. For tax purposes, “royalties” generally refers to any
charge for the right to use certain tangible or intangible
assets, as well as the transfer of a right to use intangible
assets.

Royalties paid by a domestic taxpayer to a resident are
subject to a 15 percent withholding tax, which represents
an advance payment of tax liability.

3.4 Technical service fees

A 2 percent withholding tax applies on gross payments
made by a domestic taxpayer to a resident taxpayer
for technical, management and consulting services

and rentals (except for land and building rentals, which
are subject to a 10 percent final withholding tax). A 20
percent withholding tax is imposed on technical service
fees remitted abroad unless the rate is reduced or
eliminated under a tax treaty. Payments for construction
services are subject to withholding tax at rates ranging
from 2% to 6%.

3.5 Branch remittance tax

A 20 percent branch profits tax is imposed on the
taxable income after income tax of a PE. This rate may
be reduced under a tax treaty. The branch profits tax
does not apply where all of a PE's net profit after tax is
reinvested in Indonesia.
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4.1 Capital duty
No (apart from the land and building tax), but various
registration fees apply.

4.2 Payroll tax
An employer is required to withhold, remit and report
income tax on the employment income of its employees.

4.3 Real property tax
Land and building tax is payable annually on land, buildings
and permanent structures.

The rate typically is not more than 0.3 percent of the
estimated sales value of the property, which is determined
by the relevant authority. The land and building tax for
certain businesses (i.e., upstream oil and gas, geothermal,
mining, plantation, forestry, other sectors which use the
water territory for certain activities) is regulated under a
specific regime.

4.4 Social security

Two comprehensive social security schemes, i.e., a
manpower scheme and a healthcare scheme, are
applicable for Indonesian nationals and foreigners who
work in Indonesia for at least six months. Contributions
to the manpower scheme are intended to provide
security insurance for work accidents, death, old age and
pensions. The employer contributions are 0.24 to 1.74
percent for work accident protection; 0.3 percent for death
insurance; 3.7 percent for old age savings; and 2 percent,
with a certain cap on the salary, for the pension plan.
The employer contribution for the healthcare scheme is
4 percent, with a certain salary cap. Contribution to the
pension plan is not mandatory for expatriates.
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4.5 Stamp duty

As from 1 January 2021, certain documents are subject to
stamp duty at a nominal amount of IDR 10,000 (increased
from IDR 3,000 or IDR 6,000).

4.6 Transfer tax

The disposal of land and/or buildings generally is subject
to a final tax of 2.5 percent of the transaction value when
a person obtains rights to land or a building with a value
greater than IDR 60 million.. The acquisition of land or a
building is subject to a duty up to a maximum of 5 percent
of the acquisition value or the sales value (NJOP) of the
property, whichever is higher.

4.7 Other

The sale of shares listed on the Indonesian stock exchange
is subject to a final tax of 0.1 percent of the transaction
value. An additional tax of 0.5 percent applies to the

share value of founder shares at the time of an initial
public offering. The transfer of the shares of an unlisted
resident company by a foreign shareholder is subject to a
withholding tax of 5 percent of the transfer value unless an
exemption applies under a tax treaty.
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5.1 Transfer pricing

Transactions between parties that have a special
relationship must be carried out in a “commercially
justifiable way” and on an arm's length basis.

Certain documentation is required if the total
transactions with a related counterparty exceed a
certain threshold. The documentation must include,
at a minimum, an overview of the taxpayer’s business
operations and structure, its transfer pricing policy,

a comparability analysis, selected comparables and
an explanation of how the arm’s length price or
profit was determined (including the transfer pricing
methodology). The Indonesian tax authorities have
issued detailed transfer pricing guidelines that generally
are in line with the OECD approach.

5.2 Thin capitalisation

A certain portion of interest arising from debt is
nondeductible for tax purposes if the taxpayer's debt-
to-equity ratio exceeds 4:1. Exceptions apply for certain
industries.
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5.3 Controlled foreign companies

The Ministry of Finance is authorised to determine
when a dividend is deemed to be derived from a foreign
company established in another country, where an
Indonesian resident taxpayer (or together with other
resident taxpayers) holds, directly or indirectly, at least
50 percent of the total paid-in capital or voting rights

of the foreign company, with the 50 percent threshold
criterion applied at each level. This applies only if the
foreign company does not trade its shares on the stock
exchange. If no dividends are declared or derived from
the offshore company, the Indonesian resident taxpayer
must calculate and report a deemed dividend in its tax
return; otherwise, the Ministry of Finance will do so.

The dividend will be deemed to be derived either in the
fourth month following the deadline for filing the tax
return in the foreign country or seven months after the
foreign company’s tax year ends if the country does not
have a specific tax filing deadline.

5.4 Disclosure requirements

A taxpayer must provide certain information regarding
transfer pricing transactions with related parties and
related documentation as attachments to the annual
tax return. The information will be maintained by the
tax authorities and may be tested in a tax audit.
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Indonesia has introduced the three-tiered approach

to transfer pricing documentation, i.e., the master file,
local file and country-by-country (CbC) report. A master
file and a local file are mandatory if the taxpayer had

(i) gross revenue in the preceding tax year exceeding
IDR50 billion; (i) tangible goods transactions with a
related party in the preceding tax year exceeding
IDR20 billion; (iii) interest, royalties, services or other
transactions involving intangibles in the preceding

tax year with a related party exceeding IDR5 billion;

or (iv) transactions with an affiliated party located in a
jurisdiction with a tax rate lower than that in Indonesia.

In addition, an Indonesian taxpayer that qualifies as
a parent entity of a business group with consolidated
gross revenue of at least IDR11 trillion must submit a
CbC report, as well as a master file and a local file.

Taxpayers must provide the necessary information to
ascertain whether they have an obligation to submit a
CbC report by filing an electronic notification through
the Director General of Taxation's online platform. The
receipt for the filing must be attached to the annual
corporate income tax return.
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6.1 Tax year

The tax year generally is the calendar year, although

a corporate taxpayer can elect to file a corporate tax
return based on its book year (subject to approval from
the tax authorities).

6.2 Consolidated returns
Consolidated returns are not permitted; each company
must file a separate return.

6.3 Filing requirements

The monthly tax installment system is a self-assessment
system, with tax due on the 15th day of the calendar
month following the tax- assessment month. Monthly
tax returns must be filed by the 20th day of the following
month, except for the monthly VAT return, which is due
by end of the following month. Annual corporate tax
returns must be filed within four months of the end of
the book year, but the deadline can be extended up to
two months.

6.4 Penalties

Penalties vary depending on the situation, such as

late tax payment, late filing, tax underpayment and
voluntary amendment of returns. The most common
penalty is interest on underpaid tax which may be
imposed for a maximum of 24 months. As from 2
November 2020, interest on underpaid tax is charged
at a variable rate linked to the predetermined monthly
interest rate set by the Minister of Finance (MoF).

6.5 Rulings

The Director General of Taxation may issue rulings in
certain cases, such as on the tax effects of a certain
transaction.
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Personal taxation
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7.1 Basis

Aresident individual is taxed on his/her worldwide

gross income, less allowable deductions and nontaxable
income. A nonresident is taxed only on Indonesia-source
income. As from 2 November 2020, a foreign citizen who
is a resident of Indonesia will be taxed only on Indonesia-
sourced income for up to four years after becoming tax
resident in Indonesia, provided that certain requirements
are met.

7.2 Residence

An individual is resident if he/she is present in Indonesia
for 183 days or more in any 12-month period, or present
in Indonesia in the fiscal year and intends to reside

in Indonesia. An individual is nonresident if he/she is
present in Indonesia for less than 183 days with no
intention to reside in the country. A nonresident is not
required to register for tax purposes.

7.3 Filing status

All individual tax residents (including expatriates) must
register for tax purposes. An exemption is available for
individuals earning less than the nontaxable income
threshold, those who do not qualify as individual tax
residents or a married woman who will fulfill her tax
obligation jointly with her husband. A family is considered
a single economic unit, and separate filing is allowed only
if there is a prenuptial agreement between the spouses.

7.4 Taxable income

Taxable income includes profits from employment, a
business, capital gains, etc.
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7.5 Capital gains

Capital gains derived by an individual generally are taxed
as ordinary income at the normal rates; gains on shares
listed in Indonesia are taxed at 0.1 percent (final tax) of
the transaction value. An additional tax of 0.5 percent
applies to the share value of founder shares at the time
of an initial public offering. Gains on the disposal of land
and/or buildings are subject to income tax at 2.5% of the
sale proceeds.

7.6 Deductions and allowances

An individual who carries on a business may deduct
expenses from business income. Expenses generally are
deductible if they are incurred for purposes of generating
income. Allowances are provided for the taxpayer, the
taxpayer's spouse and up to three dependent children.

7.7 Rates

Personal tax rates are 5 percent on the first IDR50
million of annual taxable income; 15 percent on amounts
exceeding IDR50 million up to IDR250 million; 25 percent
on amounts exceeding IDR250 million up to IDR500
million; and 30 percent on amounts exceeding IDR500
million.

All income earned or received by an individual doing
business (except certain independent personal services)
that does not exceed IDR4.8 billion within a fiscal year is
subject to a reduced 1 percent final tax.
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8.1 Capital duty
There are no duties on capital or assets, apart from the
land and building tax.

8.2 Stamp duty

As from 1 January 2021, certain documents are subject
to stamp duty at a nominal amount of IDR 10,000
(increased from IDR 3,000 or IDR 6,000).

8.3 Capital acquisitions tax

The acquisition of land or a building is subject to a duty
of a maximum of 5 percent of the acquisition value or
the NJOP, whichever is higher, when a person obtains
rights to land or a building with a value greater than IDR
60 million.

8.4 Real property tax

Land and building tax is payable annually on land,
buildings and permanent structures. The rate typically is
no more than 0.3 percent of the NJOP.

8.5 Inheritance/estate tax
No

8.6 Net wealth/net worth tax
No

8.7 Social security

Employed resident individuals must make social security
contributions (old age savings) in an amount equal to 2
percent of monthly compensation, and a pension plan
contribution of 1 percent. An employed individual also
must make a healthcare contribution of 1 percent of
monthly compensation (subject to a certain monthly cap).
An employee may add other family members, but he/she
will be liable to make an additional 1 percent contribution
per family member per month. The contribution to the
pension plan is not mandatory for expatriates.
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9.1 Tax year
Calendar year.

9.2 Filing and payment

Personal income taxes in Indonesia are levied only

at the national level. The employer is responsible

for calculating, deducting and remitting tax due on
employees’ salaries and other remuneration. Most
nonsalaried taxpayers assess their own taxable income.
The annual tax return is due by 31 March after the
close of the previous tax year, but the deadline can be
extended up to 2 months. Individual taxpayers who
conduct a business or independent profession with
turnover up to certain threshold may elect to be exempt
from the bookkeeping requirement and only maintain
records of revenue. In such cases, taxable income is
assessed based on certain deemed profits.

9.3 Penalties

Penalties vary depending on the situation, such as late
tax payment, late filing, tax underpayment and voluntary
amendment of returns. The most common penalty is
interest on underpaid tax which may be imposed for

a maximum of 24 months. As from 2 November 2020,
interest on underpaid tax is charged at a variable rate
linked to the predetermined monthly interest rate set by
the MoF.
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10.1 Taxable transactions

VAT is levied on the “delivery” of taxable goods and
the provision of taxable services. VAT also applies to
intangible goods (including royalties) and to virtually
all services provided outside Indonesia to Indonesian
businesses. VAT applies equally to all manufactured
goods, whether produced locally or imported.
Manufacturing is defined as any activity that changes
the original form or nature of a good, creates a new
good or increases its productivity. Deliveries to certain
areas (e.g., a free zone or bonded zone) may enjoy
certain VAT incentives. Certain goods and services

are nontaxable for VAT purposes. As from July 2020,
transactions carried out through electronic systems
(PMSE) are subject to VAT. The DGT (Directorate
General of Taxation) can appoint a foreign e-commerce
party that meets certain criteria to be the PMSE VAT
collector for its transactions in Indonesia.

In addition to VAT, certain goods considered as “luxury”
items are subject to Luxury Goods Sales Tax (LGST).
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10.2 Rates

The standard rate is 10 percent. VAT on exports of
taxable goods and certain taxable services is zero-
rated. Zero-rated export services are limited to: toll
manufacturing services; repair and maintenance
services attached to or for movable goods utilised
outside the Indonesian customs area; and construction
services attached to or for immovable goods located
outside the Indonesian customs area. Certain deliveries
of taxable goods and/or taxable services are subject to
special VAT base.

LGST rates range up to a maximum of 200 percent,
depending on the type of luxury goods.

10.3 Registration

Entrepreneurs whose annual delivery of taxable goods
and/or taxable services exceed IDR4.8 billion must
register for VAT purposes and issue a VAT invoice on
the delivery of taxable goods and/or taxable services.

10.4 Filing and payment

A monthly VAT return must be filed by the end of
the following month, while the monthly VAT payment
deadline is before the VAT return is filed.

The deadline for payment of self-assessed VAT on the
utilisation of taxable intangible goods or services from
abroad is no later than the 15th day of the month
following the time when the VAT becomes due.
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11.1 Source of tax law

VAT Law 8/1983, as amended by Law 42/2009; Income
Tax Law 7/1983, as amended by Law 36/2008; General
Rules & Procedures of Taxation Law 6/1983, as amended
by Law 16/2009.

11.2 Tax treaties
Indonesia has concluded more than 70 tax treaties.

The OECD multilateral instrument (MLI) entered into
force for Indonesia on 1 August 2020.

11.3 Tax authorities
Director General of Taxation.
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1.1 Currency
Lao Kip (LAK).

1.2 Foreign exchange control

Foreign enterprises may deposit both LAK and foreign
currencies in their bank accounts under the enterprise’s
name. The Bank of Laos restricts domestic payments in
foreign currencies and limits the funds exchanged from
LAK to foreign currencies.

1.3 Accounting principles/financial statements
Currently, the Lao Accounting System (Lao GAAP)
generally is being used until the Lao Financial Reporting
Standards (LFRS) are fully implemented. However, the
use of the International Financial Reporting Standards
(IFRS) is mandated for banks, financial institutions, and
listed companies. Financial statements must be filed
annually with the accounting and tax authorities.

1.4 Principal business entities

These are the public/private limited company,
partnership, individual enterprise (sole proprietorship),
representative office and branch of a foreign company.
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2.1 Residence

There is no general definition of residence for tax
purposes in Laos. . However, Laos' tax treaties defines
a permanent establishment as a fixed place of business
through which the business of an enterprise is wholly
or partly carried on. Entities incorporated under Laos
law generally are taxed on their worldwide income,
regardless of the source. Foreign entities carrying on

a business in Laos are subject to tax on their income
derived in Laos.

2.2 Basis

The income tax law specifies that taxation applies on a
worldwide basis. Branches are taxed in the same way as
subsidiaries.

2.3 Taxable income

Corporate income tax is collected from domestic and
foreign businesses and is imposed on income from all
types of business activities.

Taxable income for corporate income tax purposes
generally is calculated as net income from business
activities, plus nondeductible expenses, less allowable
deductions as prescribed by the tax law. Taxpayers

that do not follow accounting standards or that file an
incomplete tax declaration and payment to nonresident
overseas suppliers are subject to a mandatory profit tax,
which is deemed to be the annual gross profit multiplied
by the profit ratio for each type of activity and multiplied
by the corporate income tax rate.
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2.4 Taxation of dividends
Dividend income is included in taxable income and
subject to corporate income tax.

2.5 Capital gains

Income from the sale of shares (other than shares listed
on the securities exchange, which are exempt from tax)
is subject to income tax at a rate of 2 percent, imposed

on the sales price.

Gains from the sale of land and transfer of land use
rights, structures, or land that has structures that are
considered asset of the entity is subject to corporate
income tax.

2.6 Losses

Taxpayers that follow an accounting system may carry
forward losses for five years if they obtain an audit
certification from a state audit organization or an
independent external auditor and approval from the
tax authorities. Plantation and agriculture businesses
that incur losses as a result of a natural disaster may
carry forward the losses to offset their operating profit
for 10 consecutive years. The carry-back of losses is not
permitted.

2.7 Rate

The standard corporate income tax rate is 20%. Other

rates are as follows:

* A 5% rate applies to entities that conduct business
activities in the education, health care, and innovation
sectors;

* A 7% rates applies for companies that are registered
on the stock market for the first four years from the
date of registration. A 7% rate also applies to entities
that conduct business activities in the new technology
and green energy sectors;
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* A22% rate applies to entities that produce, import, and
supply tobacco products;

* A 35% rate applies to mining businesses; and

* Small entities and micro enterprise that are not
registered for VAT purposes are subject to rates
ranging from 1% to 3%, depending on the amount of
income and the type of business activity. Entities with
income below LAK 50 million are exempt from income
tax.

2.8 Surtax
No

2.9 Alternative minimum tax
No

2.10 Foreign tax credit
Lao domestic law does not provide for a credit for foreign
taxes. Tax treaties, however, may provide for relief.

2.11 Participation exemption
No

2.12 Holding company regime
No

2.13 Incentives
Profit tax exemptions or reductions may be available for
investments in certain sectors in certain areas.
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3.1 Dividends

Dividends paid to domestic and foreign individuals and
legal entities are subject to a 10 percent withholding
tax. The withholding tax rate on dividends paid to
nonresidents may be reduced under a tax treaty.

3.2 Interest

Interest paid to domestic and foreign individuals and
legal entities (except for banks and financial institutions)
is subject to a 10 percent withholding tax. However,
interest earned on deposits, government bonds and
debentures is exempt. The withholding tax rate on
interest paid to a nonresident may be reduced under a
tax treaty.

3.3 Royalties

Royalties paid to domestic and foreign individuals and
legal entities are subject to a 5 percent withholding
tax. The withholding tax rate on royalties paid to a
nonresident may be reduced under a tax treaty.

3.4 Technical service fees

Service fees paid to foreign persons are subject
to a withholding tax ranging from 1.4 to 3 percent
(depending on the type of service).

3.5 Branch remittance tax
No

3.6 Other

A Lao company must withhold profit tax from any
payments to a foreign entity or an individual for
business activities that generated income in Laos. The
rates vary depending on the activity that generated the
income.
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4.1. Capital duty
No

4.2 Payroll tax

Tax on employment income is withheld by the employer
and remitted to the tax authorities where the employer
is registered by the 20th day of the following month.

4.3 Real property tax
Atax on land is levied at varying rates.

4.4 Social security

The employer must contribute to social security at a rate
of 6 percent of the total monthly salary and other benefits
paid to its employees, up to a maximum of LAK270,000
per month per employee. The employee’s monthly salary
and other benefits for purposes of the social security
contribution is capped at LAK4.5 million. The employee'’s
contribution is 5.5 percent.

4.5 Stamp duty
Document registration fees apply at varying rates.

4.6 Transfer tax
No

4.7 Other

Environmental tax is levied on Individuals, legal entities,
and organizations that conduct activities that harm the
environment.

Excise tax is imposed on certain products at rates
ranging from 3 to 100 percent.
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Anti-avoidance rules
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5.1 Transfer pricing
No

5.2 Thin capitalisation
No

5.3 Controlled foreign companies
No

5.4 Disclosure requirements
No
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6.1 Tax year

The tax year generally is the calendar year, except in
cases where business activities have ceased or have
been sold or transferred, or if the taxpayer has approval
from the accounting and tax authorities to use a tax year
other than the calendar year.

6.2 Consolidated returns

Consolidated returns are allowed for corporate income
tax filing and payment. Other tax filings must be made on
a separate basis.

6.3 Filing requirements

Financial statements and tax returns are due by 31
March of the year following the tax year. The taxpayer
must make advance payments of corporate income

tax on a semi-annual basis. The first payment covering
the first six months of the year must be made on or
before 20 July and the second payment covering the last
six months of the year must be made on or before 20
January of the following year.

Corporate income tax for small entities and micro
enterprises may be due on a monthly, quarterly, biannual
or annual basis, depending on their contract with the tax
authorities.

Income that is subject to income tax (other than
corporate income tax) generally is subject to tax at the
time of payment. The recipient of leasing income is
required to pay the tax on payments received within 15
days of the payment. Otherwise (i.e., for income including
dividends, interest on loans, income from intellectual
property and capital gains), the payer generally is
required to withhold and pay the tax within 15 days of
the transaction.
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6.4 Penalties

Afine of 0.1 percent of the payable amount per day
applies for the late payment of taxes, which is capped
at the amount of the tax shortfall. A penalty is imposed
for underreporting or for the issuance of incorrect or
incomplete tax invoices, at a rate of 50% of the tax
payable amount. Noncompliance relating to income
declaration or the submission of a tax return or annual
accounting documents, including the failure to cooperate
with an inspection by the tax authorities, is subject to
penalties at rates ranging from 30 to 100 percent of the
tax payable amount.

6.5 Rulings

Specific or general(“No name”) rulings can be requested
from the tax authorities. A specific or general ruling may
not be applicable to another entity.

79



FRElHIERE—2021 | EHKHSER

Guide to Taxation in Southeast Asia - 2021 |Laos Tax Highlights

7.0 DARUL

Personal taxation

7.1 fEH RN
FF A MTE 5 AR 2 #2183 = 3K
WAER -

FEMAHRA
PAFBRIFRBNYNBRER
BEX - BEMRNSAEER
FEEZEMIBIX - Sl EE
THREAWAALR - BRIFiX
PAZBIEAFTFEERFEN
BTN -

7.3 BIRERF
ARVFEKE PR -

7.4 N AR S &R

LA WA B RN - BRIE
HEHE  MEBEWATH
MEWFEH (DL LM "R
) -

=a

RE - IRER - T NER
T’ BmARG  HEWA - B
HIRWERA - ELEERA
ZBEBHNAEK - IRIEE
& -

80

7.1 Basis
There are no provisions that specify whether taxation
applies on a territorial or a worldwide basis.

7.2 Residence

Residence is not defined for personal tax purposes,
but individuals who reside in Laos are subject to tax
on income earned in Laos if they have stayed in the
country at least 183 days, unless the individual is a
foreigner and a tax treaty applies.

7.3 Filing status
Joint filing is not permitted.

7.4 Taxable income

Employment income is subject to income tax unless
otherwise exempt, while self- employment income
is subject to corporate income tax (see “Corporate
taxation,” above).

Dividends, interest on loans, royalties, capital gains,

leasing income, freelance income, income from online
sales, etc. generally are subject to income tax, unless an
exemption applies.
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7.5 Capital gains

Income from the sale of shares (other than shares listed
on the securities exchange, which are exempt from tax)
is subject to income tax at a rate of 2 percent, which is
imposed on the selling price.

Income from the sale of land and from transfers of land
use rights, structures or land that has structures is subject
to income tax at a rate of 2% imposed on the selling price.

7.6 Deductions and allowances
No

7.7 Rates

Monthly income of less than LAK1.3 million and monthly
employee social security contributions are exempt from
income tax.

Employment income is subject to tax at progressive
rates ranging from O to 25 percent. Other types

of income are subject to income tax at the time of
payment.
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8.1 Capital duty
No

8.2 Stamp duty
Document registration fees apply at varying rates.

8.3 Capital acquisitions tax
No

8.4 Real property tax
Atax onland is levied at varying rates.

8.5 Inheritance/estate tax

A 2% income tax is imposed on assets inherited from a
person other than a grandparent, parent, spouse, sibling,
child, child-in-law,or grandchild.

8.6 Net wealth/net worth tax
No

8.7 Social security

The employee’'s monthly salary and other benefits for
purposes of the social security contributions is capped at
LAK 4.5 million. The employee’s contribution is 5.5%.

8.8 Other

Environmental tax is levied on individuals, legal entities
and organisations that conduct activities that harm the
environment.
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9.1 Tax year
Calendar year.

9.2 Filing and payment

Employers generally are responsible for withholding the
tax due on employment income and for remitting the
tax to the tax authorities where they are registered on
or before the 20th day of the following month. Annual
individual income tax filing and payment is required on
or before 31 March of the following year. Other types of
income generally are subject to withholding tax, which is
due within 15 days of the transaction.

9.3 Penalties

Afine of 0.1 percent of the payable amount per day
applies to an employer for failure to file the salary
income tax return, and for the late payment of taxes. An
underpayment of salary income tax discovered during a
tax assessment is subject to a fine totaling 50% of the tax
payable amount.
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10.1 Taxable transactions
VAT is levied on the sale of goods and the provision of
services in Laos, and on imports.

10.2 Rates

The standard rate is 10 percent. Certain goods and
services are exempt, and a zero rate applies to exports.
Service fees paid to a nonresident company are subject
to 10 percent VAT.

10.3 Registration
Individual, legal entities, and organizations must register
for VAT, with exception of micro enterprises.

10.4 Filing and payment

For sales of goods or services, VAT is payable monthly
by the 20th day of the following month. For imports, VAT
must be fully paid at the time of the payment of customs
duties.
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Source of tax law
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11.1 Source of tax law
Tax Law 2015, Law on Value Added Tax 2018.

11.2 Tax treaties
Laos has concluded income tax treaties with 12
countries.

11.3 Tax authorities
Tax Department of the Ministry of Finance.
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1.1 Currency
Malaysian Ringgit (MYR).

1.2 Foreign exchange control

Malaysia maintains a system of exchange controls that is
subject to foreign exchange administration rules issued
by its central bank. The repatriation of capital, profits,
dividends, royalties, rents and commissions is freely
permitted.

1.3 Accounting principles/financial statements
Malaysian Financial Reporting Standards (MFRS) is
mandatory for nonprivate entities for annual periods
beginning on or after 1 January 2018.

Malaysian Private Entities Reporting Standards (MPERS)
are mandatory for private entities for annual periods
beginning on or after 1 January 2018, except for private
entities that opt to adopt MFRS in its entirety.

1.4 Principal business entities

These are the public and private limited company,
business trust, limited liability partnership, partnership,
sole proprietorship and branch of a foreign corporation.
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2.1 Residence
A corporation is resident in Malaysia if its management and
control are exercised in Malaysia.

2.2 Basis

Corporations are taxed on income derived from Malaysia.
Foreign-source income is exempt unless the corporation
is carrying on a business in the banking, insurance, air
transport or shipping sectors.

2.3 Taxable income

Taxable income comprises all earnings derived from
Malaysia, including gains or profits from a trade or
business, dividends, interest, rents, royalties, premiums or
other earnings.

2.4 Taxation of dividends

All corporations in Malaysia are required to adopt the
single-tier system (STS). Dividends paid by companies
under the STS are not taxable.

2.5 Capital gains

Capital gains are not taxed in Malaysia, except for gains
derived from the disposal of real property or on the sale
of shares in a real property company. For a company
incorporated in Malaysia, the rate is 30 percent for such
disposals of property made within 3 years after the date of
acquisition. The rates are 20 and 15 percent for disposals
in the fourth and fifth years after acquisition, respectively,
and 10 percent for disposals in the sixth year after
acquisition and thereafter. For a company incorporated
outside Malaysia, the rate is 30% for for disposals made
within five years and 10% for disposals in the sixth year and
thereafter.
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2.6 Losses

Losses may be carried forward for seven years of
assessment (YAs) (except where there is a substantial
change in corporate ownership of a dormant company).
The carryback of losses is not permitted.

2.7 Rate

The standard corporate tax rate is 24 percent, while the
rate for resident small and medium-sized companies

(i.e., companies incorporated in Malaysia with paid-up
capital of MYR2.5 million or less and that are not

part of a group containing a company exceeding this
capitalisation threshold, and that have gross income from
business sources of no more than MYR50 million year of
assessment (YA) ) is 17 percent on the first MYR600,000
(with effect from YA 2020), with the balance being taxed at
the 24 percent rate.

2.8 Surtax
No

2.9 Alternative minimum tax

A Labuan company carrying on a Labuan business activity
that is a Labuan trading activity is taxed at 3 percent of the
audited net profit.

2.10 Foreign tax credit

Foreign tax paid may be credited against Malaysian tax
on the same profits (limited to 50 percent of foreign tax in
the absence of a tax treaty), but the credit is limited to the
amount of Malaysian tax payable on the foreign income.
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2.11 Participation exemption
No, but foreign-source income is not taxable and domestic
dividends are tax- exempt.

2.12 Holding company regime

An investment holding company (IHC) is a company whose
activities consist mainly of the holding of investments and
that derives no less than 80 percent of its gross income
(other than gross income from a source consisting

of a business of holding of an investment) from such
investments. Generally, only expenses falling within the
definition of “permitted expenses” in the tax legislation
qualify for a tax deduction in respect of an IHC.

2.13 Incentives

A wide range of incentives are available for certain
industries, such as manufacturing, hotels, healthcare
services, information technology services, biotechnology,
Islamic finance, venture capital, tourism, energy
conservation and environmental protection.

Incentives include tax holidays of up to 10 years (pioneer
status); investment tax allowances (i.e., a 60 to 100 percent
allowance on capital investments made up to 10 years);
accelerated capital allowances; double deductions; and
reinvestment allowances (i.e., a 60 percent allowance on
capital investments made in connection with qualifying
projects). In order to encourage the transformation to
Industry 4.0 which involves the adoption of technology
drivers such as big data analytics, autonomous robots,
industrial internet of things, etc., by the manufacturing
sector and its related services, an incentive has been given
in the form of income tax exemption or accelerated capital
allowances and automation equipment allowances.
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3.1 Dividends
Malaysia does not levy withholding tax on dividends.

3.2 Interest

A withholding tax of 15 percent applies to interest paid
to a nonresident, unless the rate is reduced under a

tax treaty. However, interest paid to a nonresident by a
bank operating in Malaysia is exempt from tax, except
for interest accruing to the nonresident’s place of
business in Malaysia and interest paid on funds required
to maintain “net working funds,” as prescribed by the
central bank. Certain other interest paid to a nonresident
also may be exempt.

3.3 Royalties

A withholding tax of 10 percent applies to royalties paid
to a nonresident, unless the rate is reduced under a tax
treaty.

3.4 Technical service fees

A 10 percent withholding tax applies to service fees paid
to a nonresident for services (including both technical
and non-technical services) rendered onshore, unless
the rate is reduced under a tax treaty. Fees paid to a
nonresident for services rendered offshore are not
subject to withholding tax.

3.5 Branch remittance tax
No

3.6 Other

A 10 percent withholding tax applies to certain one-time
income paid to nonresidents, unless the rate is reduced
under a tax treaty.
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4.1 Capital duty

No capital duty is payable, but a local company is
subject to an incorporation fee of MYR1,000 and a
foreign company is subject to an incorporation fee
ranging from MYR5,000 to MYR70,000.

4.2 Payroll tax

Tax on employment income is withheld by the employer
under a pay-as-you-earn (PAYE) scheme and remitted to
the tax authorities.

4.3 Real property tax
Individual states in Malaysia levy “quit” rent and
assessments at varying rates.

4.4 Social security

Both the employer and the employee are required to
make contributions to the Social Security Organisation
(SOCSO). The employer generally contributes 1.75
percent for each employee registered with the SOCSO.
The employer and the employee also contribute

to the Employees Provident Fund (EPF) at a rate of
12/13 percent and 11 percent of the employee's
remuneration, respectively. Both the employee and
the employer contribute 0.2 percent of the employee’s
remuneration (capped at MYR4,000 a month) to the
Employment Insurance System (EIS).

4.5 Stamp duty

Stamp duty is levied at rates between 1 and 4 percent
of the value of property transfers, and at 0.3 percent on
share transaction documents.

4.6 Transfer tax
No, except for stamp duty.

4.7 Other
Equity requirements have been substantially relaxed.
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5.1 Transfer pricing

Transfer pricing rules apply. Taxpayers can request an
advance pricing agreement. Country-by-country (CbC)
reporting has been introduced. A reporting entity (i.e.,
a Malaysian ultimate parent entity or surrogate parent
entity of a multinational group with total consolidated
group revenue of MYR3 billion or more in the financial
year preceding the reporting financial year) must file a
CbC report for the entire financial year no later than 12
months from the close of the reporting entity's financial
year.

5.2 Thin capitalisation

Earnings stripping rules (ESRs) are applicable to the
basis periods for YAs beginning on or after 1 July 2019.
The ESRs are in line with the OECD recommendations
under BEPS action 4 to address tax leakages due to
excessive interest deductions on loans between related
companies. Interest deductions on loans between
companies in the same group(or between the company
and a third party outside Malaysia whose financial
assistance is guaranteed by a company in the same
group) are limited based on 20% of the tax earnings
before interest, tax, depreciation and amortization (tax
EBITDA).

5.3 Controlled foreign companies
No

5.4 Disclosure requirements

Transactions with related companies within or outside
of Malaysia must be disclosed on the annual income tax
return, including purchases, loans, other expenses and
other income.
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6.1 Tax Year
Fiscal year (generally the accounting year).

6.2 Consolidated returns
Consolidation is not permitted; each company is
required to file a separate tax return.

However, subject to certain conditions, 70 percent of a
company's adjusted loss may be used to offset profits
of a related entity. The losses that may be surrendered
generally are limited to those that relate to the first 3
YAs following a company’s first 12-month fiscal year of
operations.

6.3 Filing requirements

Malaysia operates a self- assessment regime. Advance
corporate tax is payable in 12 monthly installments.

A tax return must be filed within seven months of the
company's year end.

6.4 Penalties
Penalties apply for failure to comply with the tax law.

6.5 Rulings

Taxpayers may reqguest an advance ruling on the tax
treatment of a specific transaction. Public rulings also are
issued by the authorities from time to time.
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7.1 Basis
Individuals are taxed on income derived from Malaysia.
Foreign-source income is exempt in Malaysia.

7.2 Residence

An individual is considered a tax resident if he/she is
present in Malaysia for 182 days or more in a calendar
year. Alternatively, residence may be established by
physical presence in Malaysia for a mere day if it can be
linked to a period of residence of at least 182 consecutive
days in an adjoining year.

7.3 Filing status
A married couple living together may opt to file a joint
or separate assessment.

7.4 Taxable income

Taxable income comprises all earnings derived from
Malaysia, including gains or profits from a trade or
business, employment, dividends, interest, rents,
royalties, premiums or other earnings. Employment
income includes most employment benefits, whether in
cash orin kind.
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7.5 Capital gains

Capital gains are not taxed in Malaysia, except for gains
derived from the disposal of real property or on the
sale of shares in a real property company. The rate is
30 percent for such disposals of property made within
3 years after the date of acquisition. The rates are 20
percent and 15 percent for disposals in the fourth

and fifth years after acquisition, respectively, and a 5
percent rate applies for disposals after 5 years. For
disposals by an individual who is not a citizen and not
a permanent resident, the rates are 30 and 10 percent
for disposals within and after 5 years after acquisition,
respectively. A citizen or a permanent resident may
elect for an exemption for capital gains on the disposal
of one residential property during a lifetime.

7.6 Deductions and allowances
Various allowances and personal deductions are
available.

7.7 Rates

Income tax is imposed at progressive rates up to 30
percent for resident individuals. Individuals who do not
meet the residence requirements are taxed at a flat
rate of 30 percent.
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8.1 Capital duty
No

8.2 Stamp duty

Stamp duty is levied at rates between 1 and 4 percent
of the value of property transfers, and at 0.3 percent on
share transaction documents.

8.3 Capital acquisitions tax
No

8.4 Real property tax
Individual states in Malaysia levy “quit” rent and
assessments at varying rates.

8.5 Inheritance/estate tax
No

8.6 Net wealth/net worth tax
No

8.7 Social security

Both the employee and the employer are required to
make contributions to the EPF at a rate of 11 percent
and 12/13 percent of remuneration, respectively, as well
as to the SOCSO. Both the employee and the employer
contribute 0.2 percent of the employee’s remuneration
(capped at MYR4,000 a month) to the EIS.

Malaysia (f99
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9.1 Tax year
Calendar year.

9.2 Filing and payment

Tax on employment income is withheld by the

employer under a PAYE scheme and remitted to the tax
authorities. Malaysia imposes a self- assessment regime.
An individual deriving employment income or business
income must file a tax return and settle any balance
owed by 30 April or 30 June, respectively, in the following
calendar year.

9.3 Penalties
Penalties apply for failure to comply with the tax law.
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10.1 Taxable transactions

Malaysia levies sales tax and service tax on certain goods
and services. Sales tax is charged on taxable goods
manufactured in, or imported into, Malaysia (all goods
are taxable unless exempt).

Service tax is imposed on taxable services including,
among other things, domestic air passenger

transport, telecommunication services, provision of
accommodation, food and beverages, services in

health and wellness centers and golf clubs and certain
professional services. Imported taxable services acquired
by any business in Malaysia from any person (vendor)
outside Malaysia also are subject to service tax, which
the Malaysian recipient of the service must account for
under a reverse-charge mechanism.

Foreign providers of digital services that meet the
registration threshold (MYR 500,000 per year of turnover
from digital services provided to Malaysian consumers,
including businesses and private consumers) generally
are required to register and collect service tax from the
service recipients as from 1 January 2020. If the foreign
digital service provider is not registered in Malaysia

or does not account for the service tax, a Malaysian
business receiving services is required to account for the
service tax under a reverse-charge mechanism.
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10.2 Rates

The standard sales tax rates are 10 or 5 percent, and the
service tax rate is 6 percent. Goods that are exempt from
sales tax generally include live animals, unprocessed
food and vegetables, antibiotics, certain machinery,
certain chemicals and certain raw materials for the
manufacture of goods.

10.3 Registration

The threshold for sales tax and service tax registration
generally is MYR500,000 per annum of taxable goods/
taxable services, except for restaurants, where the
threshold is MYR1 million per annum of taxable services.

10.4 Filing and payment

Sales tax and service tax are to be paid to the authorities
within one month after the end of a taxable period
(which generally is two months).

Service tax on imported taxable services is to be paid

to the authorities under the reverse-charge mechanism
within one month after the month in which the Malaysian
business recipient of the service (i) makes the payment to
the overseas vendor, or (ii) receives the invoice from the
overseas vendor, whichever is earlier.

Where there is a registered foreign digital service
provider that is required to account for service tax, the
service tax is to be paid to the customs authorities within
one month after the end of a taxable period (which
generally is three months).
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11.1 Source of tax law

Income Tax Act 1967; Customs Act 1967; Real Property
Gains Tax Act 1976; Sales Tax Act 2018; Service Tax Act
2018; Stamp Act 1949; Promotion of Investments Act
1986.

11.2 Tax treaties
Malaysia has concluded over 70 income tax treaties.
Malaysia signed the OECD MLI on 24 January 2018.

11.3 Tax authorities

Inland Revenue Board of Malaysia; Royal Malaysian
Customs Department.
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1.1 Currency

Myanmar Kyat (MMK). US dollars are converted into
MMK using the exchange rate issued by the central
bank of Myanmar.

1.2 Foreign exchange control

Citizens, foreigners and companies in Myanmar generally
must obtain permission from the Foreign Exchange
Management Department for all dealings with foreign
exchange, including borrowing from abroad and repaying
principal and interest, making payments to a person
abroad, opening accounts in a foreign bank abroad and
remitting profits. However, companies registered under
the Myanmar Investment Law (MIL) are permitted to
repatriate investments and profits in the foreign currency
in which the investments were made, subject to the
approval of the Investment Commission and the Central
Bank of Myanmar.

1.3 Accounting principles/financial statements
MFRS, which is aligned with IFRS. Fully adoption of IFRS
will start from 2022. Finandial statements must be prepared
annually and be audited. A company is not required to
file audited accounts with its annual income tax return.

1.4 Principal business entities

These are the private and public limited liability
company, partnership and joint venture with a citizen,
private company, cooperative society or state-owned
enterprises and sole proprietorship.

107



Rl HIERE—2021 | AGKHSER

Guide to Taxation in Southeast Asia - 2021 | Myanmar Tax Highlights

2.0 &MV A W

Corporate taxation

2.1 BRABA

RIE (AELTE) RIIWAT
FRAANEREAT - BFRATIN
SMIABRIIT = - MRTES
FHWIES ~ BEMAKTEEM
g7 - AN EREW -

2.2 fEHEREM

BRI EHEIKUTALER - A
o REMIDEHRHEREL -
RIS sav (ks loes e
% - FEREWRNFKREAS
AU AAIERS -

2.3 NMFFRR

MRS ERAEMS - T
PRS ~ M=l ~ BANE - DL
REMFRNTE - MABFTS
AR R A WA B BT R IR 2%
RBUGFIHETERL - XNBUF
BYNREE/REENHALRIE
g . ERERLERGNIER MR
= URBUWARI5% MRS °

2.4 REH
MEKITREMBHRE - F12
FIEDN  RAMNEGEELQT
KBNRBERFF PRI
5 -

108

2.1 Residence

A company is deemed as resident if it is formed under
the Myanmar Companies Act. An association of persons
other than a company is resident in Myanmar where
the control, management and decision-making for its
affairs are situated and exercised wholly in Myanmar.

2.2 Basis

Resident companies are taxed on their worldwide
income. However, the resident companies registered
under the MIL will be liable to pay tax in accordance
with the applicable exemptions and reliefs on their
investments. Nonresident companies are taxed only on
Myanmar-source income.

2.3 Taxable income

Taxable income includes income from business,
profession, property, capital gains and income from other
sources. Taxable income is calculated after deduction

of allowable expenses and tax depreciation. Up to 25%
of total income on donations made to government-
sponsored charitable/religious activities or organizations
are allowable as a deduction subject to satisfying certain
conditions.

2.4 Taxation of dividends

Myanmar operates a one-tier corporate tax system,
under which dividends received from a Myanmar
resident company are exempt from income tax in the
hands of shareholders
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2.5 Capital gains

There is no separate capital gains tax law. Income tax
is levied on gains from the sale, exchange or transfer
of capital assets (e.g., land, buildings, vehicles and
any capital assets of an enterprise). Capital assets
also include shares, bonds and similar instruments.
The rate of tax is 10 percent for both resident and
nonresident companies, with the exception of oil and
gas (exploration and extraction)companies where tax
rates are ranges from 40% to 50%.

2.6 Losses

Losses from any source of income may be set off
against income from any other source of the same
entity in a fiscal year. Unused losses may be carried
forward and may offset against income in the following
three consecutive years. The carryback of losses is not
permitted.

Capital losses and a share of losses of an association of

persons may not be offset against income from other
sources or carried forward.
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2.7 Rate

A 25% tax rate applies to companies incorporated under
the Myanmar Companies Law, state owned enterprises
and businesses carried out with permit from Myanmar
Investment Commission.

A branch of a foreign company also is taxed at a rate of
25 percent on Myanmar-source income.

Companies listed on Yangon Stock Exchange are taxed at
a reduced rate of 20 percent on total net profit.

A 2 percent advance corporate income tax is levied on
the import of goods; the tax is creditable against the
corporate income tax liability of a Myanmar entity at the
end of a relevant fiscal year.

2.8 Surtax
No

2.9 Alternative minimum tax
No

2.10 Foreign tax credit

There is no provision for unilateral relief. However, where
there is a tax treaty, the provisions of the treaty will be
followed, regardless of any provisions to the contrary in
the income tax law.

2.11 Participation exemption
No

2.12 Holding company regime
No
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2.13 Incentives
There are two main laws providing incentives to foreign
investors: the MIL and the Special Economic Zone (SEZ).

Tax incentives under the MIL depend on the sectors
designated and the development of regions and states.
Subject to satisfying the relevant conditions, a corporate
income tax holiday of three to seven years may be
granted, along with relief from certain duties and other
taxes.

Special corporate income tax incentives under the

SEZ law include: tax exemption for the first 7 years for
investors in a free zone; a tax exemption for the first 5
years for investors in a promotion zone; 50 percent relief
for the second 5 years for investors in a free zone or
promotion zone, 50 percent relief for the third 5 years if
the profits are reinvested within 1 year; tax exemption
for the first 8 years for a developer, 50 percent relief for
the second 5 years; and 50 percent relief for the third 5
years if the profits are reinvested within 1 year ; and an
import duty exemption for certain goods.
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3.1 Dividends
No tax is levied on dividends paid to a resident or
nonresident.

3.2 Interest

No tax is withheld on interest paid to a resident; the
rate is 15 percent on interest paid to a non-resident.
Registered branches of foreign banks that have the
status of nonresident are exempt from withholding on
interest income.

3.3 Royalties

Royalties paid to a resident are subject to a 10 percent
withholding tax; the rate is 15 percent for royalties paid
to a nonresident.

3.4 Technical service fees
See under “Other,” below.

3.5 Branch remittance tax
No

3.6 Other

Payments to non-residents for the procurement of
goods and services within Myanmar are subject to 2.5
percent withholding tax. Payments made by government
bodies to residents and non-residents for the
procurement of goods and services within the country
are subject to withholding tax of 2 and 2.5 percent
respectively.
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4.1 Capital duty

No, but registration fees apply on the incorporation of a
private company, a public company or registration of a
branch at MMK150,000 or more.

4.2 Payroll tax
The employer must withhold tax on employment income.

4.3 Real property tax
There is no real property tax.

4.4 Social security

The employer must contribute 3% of an employee’s
basic salary and wages (capped at MMK 9,000) to social
security. An employee must contribute 2% of his/her
total salary and wages, capped at MMK 6,000.

4.5 Stamp duty

Stamp duty which is levied on various types of
instruments required to be stamped under the Stamp
Act.

4.6 Transfer tax

Aside from capital gain tax, there is no other tax on
transfers of capital assets, but see “Stamp duty” above.

113



REBIIER—2021 | AEAHSER
Guide to Taxation in Southeast Asia - 2021 | Myanmar Tax Highlights

5.0 Sz 35 A
Anti-avoidance rules

5.1 BiLEM 5.1 Transfer pricing

¥ No

5.2 BARHIE 5.2 Thin capitalisation

¥ No

5.3 REZESEAT 5.3 Controlled foreign companies
¥ No

54 ERIEEBEK 5.4 Disclosure requirements

¥ No
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6.1 Tax year
Fiscal year runs from October to September since 1
October 2019.

6.2 Consolidated returns
There is no provision for group treatment in the tax
legislation; each entity must file a separate return.

6.3 Filing requirements

The income tax return must be filed within three months
from the end of the fiscal year. Tax returns for capital
gains must be filed within one month from the date of
disposal of the capital assets (i.e. the earliest of the date
of execution of the deed of disposal, the date title passes
or the date of delivery). Myanmar has two assessment
systems: Self-Assessment System (“SAS”) and Official
Assessment System (“OAS"). Generally, foreign companies,
Joint Ventures, and large companies are under SAS. Only
Myanmar citizen's companies are under OAS. Under the
OAS, the Internal Revenue Department (“IRD") will review
the tax return and raise any queries before finalizing the
assessment.

Advance payments must be made or quarterly (for
corporate income tax), based on the estimated total
income for the year. The advance payments and any
withholding tax suffered can be offset against the final tax
liability. The date for settling the final tax liability is specified
in the notice of demand issued by the IRD. Under

SAS, the taxpayers can settle the final tax liability at the time
of filing the annual return together with the 10% penalty.
Excess tax paid may be refundable once the tax office has
authorised and approved the refund.
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6.4 Penalties

The new Tax Administration Law (“TAL") sets a wide variety
of penalties and interest for noncompliance relating to
tax matters. These may apply not only to the relevant
taxpayers, but also to persons responsible for withholding
the tax and paying it to the IRD.

6.5 Rulings

The taxpayers can request advance rulings under the new
TAL. The IRD also is empowered to issue public rulings

for purposes of consistency and guidance in compliance
matters.
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7.1 Basis

All Myanmar citizens are treated as tax residents. Salary
income of Myanmar citizens working abroad is exempt

from tax, however other sources of income are taxable.

A resident foreigner is subject to tax on their income
sourced within or outside Myanmar. A nonresident
foreigner is subject to tax only on all income derived
from Myanmar sources.

7.2 Residence
A foreigner who lives in Myanmar for at least 183 days
during the income year is treated as a resident.

7.3 Filing status

Each individual receiving income other than salary is
required to file a separate tax return. Married couples
are not allowed to file a joint return.

7.4 Taxable income

Taxable income includes salary income and capital gains;
income from a profession, business, property or other
sources.

7.5 Capital gains

A 10 percent tax is levied on gains from the sale,
exchange or transfer of capital assets (e.g., land,
buildings, vehicles, any capital assets of an enterprise,
shares, bonds, etc.) by a resident national, resident
foreigner or nonresident foreigner.
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7.6 Deductions and allowances

Premiums paid on a life insurance policy and up to 25%
of total income on donations made to government-
sponsored charitable / religious activities or organizations
are allowable as a deduction subject to satisfying certain
conditions.

Resident individuals are given a basic allowance
deduction of 20% of total taxable income up to
maximum threshold of MMK10 million in a tax year.
Furthermore, spouse, children and parents allowances
are also deductible to derive taxable income of a resident
individual.

7.7 Rates

Progressive rates ranging from 0 to 25 percent apply
to income from salary, the exercise of a profession or
business, property and other sources.

Income that has escaped assessment is taxed at
progressive rates ranging from 6 to 30 percent.

A nonresident foreigner is subject to tax on their salary
income at progressive rates ranging from 0% to 25%
before the reliefs and exemptions. Income other than
salary of a non-resident foreigners are subject to 25%
income tax.
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8.1 Capital duty
No

8.2 Stamp duty
Stamp duty is levied on various types of instruments
required to be stamped under the Stamp Act.

8.3 Capital acquisitions tax
No

8.4 Real property tax
There is no real property tax.

8.5 Inheritance/estate tax
No

8.6 Social security

The employer must contribute 3% of an employee’s
basic salary and wages (capped at MMK 9,000) to social
security. An employee must contribute 2% of his/her
total salary and wages, capped at MMK 6,000.
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9.1 Tax year

Myanmar tax year has changed to 1 October to 30
September (Previously - 1 April to 31 March) for all the
entities incorporated within the Union of Myanmar from
1 October 2019.

9.2 Filing and payment

The employer is responsible for deducting income tax
due from salary at the time the salary is paid. The tax
withheld should be paid to the tax authorities within
fifteen days from the date of deduction. In addition,

the employer is required to furnish an annual salary
statement within three months of the end of the income
year.

For other income, including income from a business, the

tax payment requirements are:

1) monthly commercial tax on income received and
receivable; and

2) quarterly for corporate income tax, based on the
estimated total income for the year.

The advance payments and any taxes withheld are
creditable against the final tax liability. The date for
settling the final tax liability is specified in the demand
notice issued by the IRD.

Income tax returns must be filed within three months of
the end of the tax year. Tax returns for capital gains can
be filed as transactional returns within one month from
the date of disposal of capital assets (i.e. the earliest of
the date of execution of the deed of disposal, the date
title passes or the date of delivery) followed with the final
return within three months of the end of the tax year.

9.3 Penalties
See “Penalties” under “Compliance for corporations”.



10.0 1B ER

REIHUIER—2021 | AEHSER
Guide to Taxation in Southeast Asia - 2021 | Myanmar Tax Highlights

Value added tax

10.1 EHR S
MEAEBIBER - BXYEm
BRSFALWE B TR LR E W
B o BARERTATERRSER
2 - BIFRERSEAE R -

10.2 Bz
B E—MAN5% - EHTR
%0~ BOMERSENE

BR °

10.3 Eic
BAASEIER T AEERMM
FEABURNBEWENIEE
Rsfx -

10.4 BIRS4

AR BB ATIZFEIRR -
HERRFELEREMZ0RAIR
2 - BRYMORERNERS
BI0RBIAT - FEBRENL
MEMBEEEREN="8R

B ZX

R’A -

10.1 Taxable transactions

Myanmar does not levy a VAT, but a commercial tax

is levied as a turnover tax on goods and services. The
commercial tax applies to all service transactions unless
the transactions are listed as exempt.

10.2 Rates

The commercial tax rate generally is 5%, payable on
services, imports, exports and goods manufactured
within the country.

10.3 Registration

Commercial tax registration applies to both Myanmar
resident and nonresident entities engaged in
commercial operations subject to commercial tax.

10.4 Filing and payment

Commercial tax returns must be submitted on a
quarterly basis and are due within 30 days from the end
of the relevant quarter. Monthly payment of the tax is
due by the 10th day of the following month. An annual
return must be filed within three months from the end
of a fiscal year.
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11.1 Taxable transactions

A specific goods tax (SGT) is imposed on specific goods
(currently 15) that are imported, produced in Myanmar
or exported.

11.2 Rates
The specific goods tax rates range from 5 to 80
percent.

11.3 Registration

All companies that import, manufacture and export
specific goods in Myanmar must register for purposes
of the SGT.

11.4 Filing and payment

SGT must be paid within 10 days after the end of the
month in which the goods are sold/exported. The SGT
return must be filed quarterly within 10 days from the
end of the relevant quarter.
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12.2 Tax treaties
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12.3 Tax authorities
12.3 HBHR Internal Revenue Department (IRD).
MEFHEF (IRD) -
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1.1 Currency
Philippine Peso (PHP).

1.2 Foreign exchange control

Foreign currency may be bought and sold freely by
residents (including foreign corporations operating in the
Philippines) and may be brought into or sent out of the
country with minimal restrictions. Nonresidents also may
hold foreign currency.

1.3 Accounting principles/financial statements
IAS/IFRS applies. Financial statements must be prepared
annually and must be audited by an independent CPA.

1.4 Principal business entities

These are the corporation (stock/nonstock), partnership,
sole proprietorship, regional headquarters (RHQ),
regional operating headquarters (ROHQ), representative
office and branch of a foreign company.
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2.1 Residence

A corporation is resident if it is incorporated in the
Philippines or, if incorporated outside the Philippines, it
has a branch in the Philippines.

2.2 Basis

Philippine corporations are taxed on worldwide income;
nonresident companies are taxed only on Philippine-
source income. A foreign corporation with a branch in
the Philippines is taxed on Philippine-source income.

2.3 Taxable income

Corporate tax is imposed on a company’s profits, which
generally consist of business/trading income. Normal
business expenses may be deducted in computing
taxable income.

In lieu of itemised deductions, a domestic and resident
corporation may elect to use the optional standard
deduction (OSD), which may not exceed 40 percent of
total gross income, in computing taxable income for the
taxable quarter/year. Once a decision is made to use
the OSD, it is irrevocable for the taxable year for which
the return is filed.

2.4 Taxation of dividends

Dividends received by Philippine domestic or resident
foreign companies from a domestic corporation are not
subject to tax.
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2.5 Capital gains

Capital gains generally are taxed as income. Gains on
the sale of shares not traded on the stock exchange

are subject to 15 percent capital gains tax. However, if
seller is a foreign corporation, the capital gains on sale
of shares not traded on the stock exchange are subject
to 5% covering the amount not over Php100,000.00

and 10% for any amount in excess of Php100,000.00.
Gains on the sale of shares listed and traded on the
stock exchange are taxed at 0.6 percent of the gross
selling price. Gains derived from the sale of real property
not used in business are subject to 6 percent final
withholding tax based on the higher of the sales price or
the fair market value.

2.6 Losses

Losses may be carried forward for three years unless the
taxpayer benefits from a tax incentive or an exemption.
Losses may not be carried forward where the business
undergoes a substantial change in ownership. The
carryback of losses is not permitted.

2.7 Rate
Philippine corporations generally are taxed at a rate of
30 percent. The rate for ROHQs is 10 percent.

2.8 Surtax

A 10 percent surtax is imposed on improperly
accumulated earnings.
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2.9 Alternative minimum tax

A minimum corporate income tax (MCIT) equal to 2
percent of gross income is imposed on both domestic
and resident foreign corporations beginning in the fourth
taxable year of operations. The MCIT is imposed in each
quarter of the taxable year when a company has no or
negative taxable income, or when the amount of the
MCIT is greater than the corporation’s normal income tax
liability. Any MCIT that exceeds the normal income tax
may be carried forward and credited against the normal
income tax for the following three taxable years.

2.10 Foreign tax credit

Foreign tax paid by a domestic corporation may be
credited proportionately against Philippine tax on the
same profits, but the credit is limited to the amount of
Philippine tax payable on the foreign income.

2.11 Participation exemption
No

2.12 Holding company regime
No

2.13 Incentives

Incentives are provided under the Omnibus Investment
Code of 1987 (administered by the Board of Investment)
and the Special Economic Zone Act of 1995. Benefits
usually include fiscal incentives (e.g., income tax holidays)
and nonfiscal incentives (e.g., simplification of customs
procedures for imports and exports). Enterprises
engaged in specified business activities may be entitled
to other incentives.
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3.1 Dividends

Dividends distributed by a Philippine company to a
nonresident are generally taxed at a rate of 30 percent.
However, in case of the country of the foreign corporate
recipient allows a tax credit of 15 percent, such dividends
distributed may be taxed at 15 percent. The withholding
tax may also be reduced under existing tax treaty subject
to filing of a Certificate of Residence for Tax Treaty Relief
(CORTT) form with the Bureau of Internal Revenue.

3.2 Interest

Interest paid to a nonresident is subject to a 20%
withholding tax. The rate may be reduced under a tax
treaty, subject to the submission of a Certificate of
Residence (for Tax Treaty Relief) form with the Bureau of
Internal Revenue (BIR).

3.3 Royalties

Royalty payments made to a nonresident are subject to
30% withholding tax, unless the rate is reduced under

a tax treaty. A 20% final withholding tax is levied on
royalty payments made to a domestic or resident foreign
corporation.
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3.4 Technical service fees

Technical service fees, which may be treated as royalties
in some cases, are subject to 30 percent withholding
tax, unless the rate is reduced under a tax treaty. Fees
treated as royalties also are subject to final withholding
value-added tax (VAT) of 12 percent, unless specifically
exempt under the law.

3.5 Branch remittance tax

A 15 percent branch profits tax is levied on the after-tax
profits remitted by a branch to its head office. The

rate may be reduced under a tax treaty, subject to
confirmatory ruling from the Bureau of Internal Revenue
(BIR) through the submission of Tax Treaty Relief
Application (TTRA).

3.6 Other

Other payments to nonresidents may be subject to
final tax (e.g., management fees at 30 percent; certain
payments related to vessels at 4.5 percent; and aircraft,
machinery and other equipment at 7.5 percent).

Rates may be reduced under a tax treaty, subject to a
“confirmatory ruling” from the BIR.
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4.1 Capital duty
No

4.2 Payroll tax
A corporate employer is required to withhold tax on the
remuneration paid to its employees.

4.3 Real property tax

A property tax is imposed on real property at a rate that
depends on the location of the property. The tax should
not exceed 3 percent of the assessed value per the tax
declaration.

4.4 Social security

The employer must make a monthly contribution to the
social security system corresponding to the salary of
covered employees. The maximum monthly employer
contribution for an employee in the highest salary
bracket is PHP2,155.00.

4.5 Stamp duty

Various rates of duty apply, depending on the type of
transaction/document.
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4.6 Transfer tax

Gratuitous transfers of property are subject to a donor’s
tax at 6 percent of the fair market value of the property
at the time of the donation.

A local transfer tax on real property is levied at a rate of
0.5 percent of the higher of the gross sales price or the
fair market value of the property, on the transfer or sale
of real property.

4.7 Other

A “percentage tax” of 1 to 7 percent is imposed on
certain types of businesses, such as banks, finance
companies, insurance companies and common carriers,
except domestic carriers that transport passengers by
air, which are subject to VAT.
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5.1 Transfer pricing

The transfer pricing rules, which are based on the OECD
guidelines, apply to both domestic and cross-border
related party transactions. The following transfer pricing
methods are permitted: comparable uncontrolled

price method, resale price method, cost-plus method,
profit split method, residual profit split approach and
transactional net margin method.

5.2 Thin capitalisation
No

5.3 Controlled foreign companies
No

5.4 Disclosure requirements

Taxpayers who are considered as

a. Large taxpayers

b. Taxpayers subject to incentives

c. Taxpayers incurring net operating losses in the
current taxable year and two immediately preceding
consecutive taxable years

d. Related parties of (a), (b), and (c) are required to file an
information return on transactions with related party
(BIR Form 1709).

Taxpayers who are not qualified in the above
mentioned list are required to disclose in the Notes
to the Financial Statements that they are not covered
by the requirements and procedures for related party
transactions.
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6.1 Tax year

A calendar year or fiscal year (an accounting period of 12
months ending on the last day of any month other than
December) may be used.

6.2 Consolidated returns

A Philippine head office and its Philippine branches
may file consolidated returns for corporate income tax
and VAT purposes; otherwise, consolidated returns are
not permitted and each company must file a separate
return.

6.3 Filing requirements

The annual income tax return must be filed, with or
without payment, on or before the 15th day of the
fourth month following the close of the taxpayer's
taxable year.

6.4 Penalties

Late payments are subject to a surcharge equal to 25
percent of the amount due. Annual interest may be
imposed on the unpaid amount of tax until fully paid,
at 12% per annum. A compromise penalty (in lieu of
imprisonment) is based on the tax due, exclusive of the
25 percent surcharge and applicable interest rate.

6.5 Rulings

The tax authorities will issue a ruling on the tax
consequences of a transaction at the request of a
taxpayer.
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7.1 Basis

Resident citizens are taxed on worldwide income;
resident aliens and nonresidents pay tax only on
Philippine-source income. Foreign individuals may
benefit from preferential tax treatment or may be
exempt from income tax under an applicable tax treaty,
subject to a confirmatory ruling from the BIR.

7.2 Residence

A citizen normally is considered a resident unless he/she
meets the requirements to be deemed a nonresident.
The residence status of a foreign employee generally

is established when the aggregate length of stay in the
country for any calendar year exceeds 180 days.

7.3 Filing status

Married couples in the Philippines who do not derive
income only from compensation must file a joint income
tax return.

7.4 Taxable income

Taxable personal income is all income, less allowable
deductions. It includes compensation, business income,
capital gains (arising from the sale of real property and
share transactions), dividends, interest, rents, royalties,
annuities, pensions and a partner’s distributive share of
the net income of general professional partnerships.
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Minimum wage earners (MWEs) are exempt from the
payment of income tax on their compensation income.
Holiday pay, overtime pay, night shift differential pay, and
hazard pay received by MWEs also are exempt.

In lieu of itemised deductions, an individual engaged

in business or the practice of a profession may elect to
use the OSD, which may not exceed 40 percent of total
gross sales/receipts, in computing taxable income for the
taxable quarter/year. Once an election is made to use
the OSD, it is irrevocable for the taxable year for which
the return is made.

7.5 Capital gains

Capital gains generally are subject to the ordinary income
tax rates, although gains from the sale of certain shares
and real property are subject to specific rates.

7.6 Deductions and allowances

Statutory contributions, as required by domestic laws,
and nontaxable income (e.g., a nontaxable bonus
amount of up to PHP90,000 and de minimis benefits)
are allowed as deductions and exclusions against an
individual's gross income.
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7.7 Rates
Individual income tax is charged at progressive rates
ranging from 0 to 35 percent.

An individual is subject to capital gains tax on the sale

of real property at a rate of 6 percent of the higher of
the gross sales price or the current fair market value.

An individual also is subject to tax on the capital gains
derived from the sale of shares not traded on the stock
exchange, at a rate of 15 percent. Gains derived from the
sale of shares listed and traded on the stock exchange
are taxed at 0.6 percent of the gross sales price.
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8.1 Capital duty
No

8.2 Stamp duty
Various rates of duty apply, depending on the type of
transaction/document.

8.3 Capital acquisitions tax
No

8.4 Real property tax

A property tax is imposed on real property at a rate
that depends on the property’s location. The tax should
not exceed 3 percent of the assessed value per the tax
declaration.

8.5 Inheritance/estate tax
Tax is imposed on the net estate of both residents and
nonresidents, at a rate of 6 percent.

8.6 Net wealth/net worth tax
No

8.7 Social security

An employee is required to make monthly contributions
(ranging from PHP135.00 - PHP1,125.00) to the social
security system based on his/her salary bracket. The
employer is also required to make contributions for the
employees.
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9.1 Tax year
Calendar year.

9.2 Filing and payment
Tax returns are due on or before 15 April after the close
of the tax year. Tax on compensation income is withheld
monthly by the employer.

Individuals other than non-resident aliens receiving
compensation income from only one employer during
the taxable year may qualify for “substituted” filing,
provided the amount of tax due equals the amount of
tax withheld by the employer at the end of the taxable
calendar year. The same requirements must be met for
married individuals to qualify for substituted filing.

9.3 Penalties

Late payments are subject to a surcharge equal to 25
percent of the amount due. Annual interest may be
imposed on the unpaid amount of tax until fully paid,
at 12% per annum. A compromise penalty is based on
the tax due, exclusive of the 25 percent surcharge and
applicable interest rate.
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10.1 Taxable transactions
VAT is imposed on most sales of goods and services.

10.2 Rates

The sale and importation of certain goods and services
are subject to 12 percent VAT. Certain sales are
zero-rated.

10.3 Registration
The registration threshold for VAT purposes is PHP3
million.

10.4 Filing and payment

The return/declaration may be filed either manually or
through the Electronic Filing and Payment System (eFPS),
no later than the 20th-25th day following the close of
the month (for monthly returns) and no later than the
25th day following the close of each taxable quarter (for
quarterly returns).
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11.1 Source of tax law

National Internal Revenue Code of 1997, as amended,
and other regulations; Local Government Code of 1991;
Tariff and Customs Code; and Supreme Court decisions.

The Corporate Recovery and Tax Incentives for
Enterprises (CREATE) bill is currently under review of
the President and it is expected to pass into Law within
the year which will affect some corporate tax changes
starting the period July 1, 2020 onwards. As of this
publication, the CREATE bill has not yet pass into Law.

11.2 Tax treaties
The Philippines has concluded approximately 43 tax
treaties.

11.3 Tax authorities

Bureau of Internal Revenue (national taxes); City/
Municipal Treasurer's Office (local taxes); Bureau of
Customs.
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1.1 Currency
Singapore Dollar (SG$).

1.2 Foreign exchange control

There are no significant restrictions on foreign exchange
transactions and capital movements. Funds may flow
freely into and out of Singapore. The government
imposes certain restrictions on the lending of SG$ to
nonresident financial institutions to limit speculation

in the SG$ currency market, but these restrictions

do not apply to the lending of SG$ to individuals and
nonfinancial institutions, including corporate treasury
centers.

1.3 Accounting principles/financial statements
Singapore Financial Reporting Standards apply. Financial
statements must be prepared annually.

1.4 Principal business entities

These are the public and private limited liability company,
partnership’(includes limited partnership and limited
liability partnership), sole proprietorship , variable capital
companies (VCC) 2 and branch of a foreign corporation.

1T HTMINEESHEN - SREWHNABSZBERSE -

2 WRIBMMNBOERE - VCCE—MHNBREZERZANENL - N2020F1R14BRREN - EMELE —MEALME
REESZ M RUNESRATWE M UWHEZ-—NFES) VCCIRUENE-EERY - o PUEAE
APHZ N FESHBNSTEESRIL -

1 Partnership is treated as tax transparent entity for Singapore tax purposes.

2 The VCCis a new form of legal entity for investment funds available under Singapore law with effect from 14
January 2020. It provides for the operation of multiple, segregated collective investment schemes (each a
sub-fund) within a single legal entity. A VCC may be established as a single fund, or as an umbrella fund that

comprises two or more sub-funds.
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2.1 Residence

A company is resident in Singapore for income tax
purposes if the management and control of its business
is exercised in Singapore. The place where management
and control is exercised generally is the place where the
directors’ meetings are held. Where a company is not
able to hold its Board of Directors meeting in Singapore
due to the travel restrictions relating to COVID-19,

the Inland Revenue Authority of Singapore (IRAS) may
consider the company as a Singapore tax resident for
Year of Assessment (YA) 2021, provided it meets certain
conditions. Conversely, where a company is not a tax
resident of Singapore for YA 2020, the IRAS will continue
to consider the company as a non-resident for YA 2021,
provided it meets certain conditions.

2.2 Basis

Singapore imposes tax on a territorial basis. Tax is
imposed on all income accruing in or derived from
Singapore and all foreign income remitted or deemed
remitted to Singapore in the preceding year, subject

to certain exceptions. Resident and non-resident
companies are generally taxed in the same manner, but
resident companies may enjoy various tax benefit, such
as tax exemption for certain foreign source income.

2.3 Taxable income

Resident and nonresident companies are subject to
tax on income accruing in or derived from Singapore
and foreign income remitted or deemed remitted to
Singapore, including: gains or profits from a trade or
business; dividends, interest or discounts; charges or
annuities; rents, royalties, premiums and other profit
arising from property; and gains or profits of an income
nature not falling within the above categories.
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Foreign income remittances in the form of dividends,
branch profits and services income to resident
companies are exempt from tax, provided the income
is received from a foreign jurisdiction with a headline
tax rate of at least 15 percent in the year the income

is received or deemed received in Singapore and the
income has been subject to tax in the foreign jurisdiction.
Foreign income that has been exempt from tax in the
foreign jurisdiction as a direct result of a tax incentive
granted for substantive business operations carried out
in that jurisdiction will be considered as having met the
“subject to tax” test.

Expenses of a revenue nature that are incurred wholly
and exclusively to produce income may be deducted

in computing taxable income. Other deductible costs
include capital allowances and tax losses carried forward
from prior years.

2.4 Taxation of dividends

Singapore operates a one-tier corporate tax system,
under which corporate tax paid on a company's profits
is final. Dividends paid by Singapore resident companies
are tax exempt in the hands of the recipient.

Foreign-source dividends are taxable if received or

deemed received in Singapore, unless certain conditions
are satisfied.
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2.5 Capital gains
Singapore does not tax capital gains.

2.6 Losses

Losses may be carried forward indefinitely (except
unutilised donations, which may be carried forward for
five years), subject to compliance with the “substantial
shareholders test.” Unutilised capital allowances carried
forward are subject to both the substantial shareholders
test and the “same business test.” Losses and unutilised
capital allowances (collectively “qualifying deductions”)
may be carried back for 1 year, subject to a cap of
SG$100,000 and compliance with the substantial
shareholders test (compliance with the same business
test also is required for the carry back of current-year
unutilised capital allowances). To support businesses
affected by the COVID-19 pandemic, the carry-back
relief was enhanced pursuant to which businesses may
elect to carry back qualifying deductions for YA 2020 up
to three immediate preceding YAs (i.e., YAs 2017, 2018,
and 2019). The cap of SGD 100,000 and qualifying
conditions remain unchanged.
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2.7 Rate

The standard corporate tax rate is 17 percent. From YA
2020 (income year 2019), 75% of the first SGD 10,000
of normal chargeable income and 50% of the next SGD
190,000 of normal chargeable income are exempt from
tax. In addition, for a qualifying new private company,
75% of the first SGD 100,000 of normal chargeable
income and 50% of the next SGD 100,000 of normal
chargeable income may be exempt from tax for its first
three consecutive YAs, subject to certain conditions.

2.8 Surtax
No

2.9 Alternative minimum tax
No

2.10 Foreign tax credit

Some types of foreign-source income are exempt from
Singapore tax (subject to certain conditions). Singapore
grants resident companies a credit for foreign tax paid
on income derived from treaty and nontreaty countries
that is received and assessable to tax in Singapore. A tax
credit also is available for tax paid on income considered
to be Singapore-source but allowed to be taxed in the
foreign jurisdiction under the specific provisions of a
relevant tax treaty. The credit is limited to the Singapore
tax payable on that income or the foreign tax paid,
whichever is lower. The foreign tax credit amount may
be computed on a pooled basis, subject to certain
conditions.
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1523 Singapore

2.11 Participation exemption

Dividends paid by Singapore resident companies are tax
exempt in the hands of the recipient. As noted above
under ‘Taxation of dividends,” foreign-source dividends
are taxable if received or deemed received in Singapore,
unless certain conditions are satisfied. Gains from the
disposal of ordinary shares in another company on or
before 31 December 2027 are exempt from tax, provided
the shares have been legally and beneficially held for a
continuous period of at least 24 months immediately before
the disposal and a 20 percent minimum shareholding
requirement is met, subject to certain carve-outs. Although
Singapore does not tax capital gains, gains from the sale of
shares or properties may be regarded as ordinary income
if the taxpayer is in the business of trading in shares or
properties.

2.12 Holding company regime
No

2.13 Incentives

Various incentives are available for pioneer and
development and expansion companies, headquarter
activities, financial services, asset securitisation, funds
and fund managers, international maritime activities,
international trading and R&D.
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3.1 Dividends
No withholding tax is levied on dividends paid by
companies resident in Singapore.

3.2 Interest

Interest paid to a nonresident is subject to a 15 percent
withholding tax, unless the rate is reduced under a tax
treaty or an exemption applies under certain domestic
concessions. The 15 percent withholding tax is a final tax
and applies only to interest derived by the nonresident
from a business carried on outside Singapore or not
effectively connected to a permanent establishment (PE)
in Singapore. Any other interest paid to a nonresident
company that does not qualify for the final rate or an
exemption (including interest derived from a business

in Singapore or effectively connected to a Singapore

PE) is taxed at the prevailing corporate tax rate (17% for
2021). Certain interest paid to nonresident individuals
that does not qualify for the 15% final rate or a domestic
concession is taxed at 22%. Interest paid to a Singapore
resident is not subject to withholding tax.

3.3 Royalties

Royalties paid to a nonresident are subject to a 10
percent withholding tax, unless the rate is reduced under
a tax treaty. The 10 percent withholding tax is a final tax
and applies to royalties derived by the nonresident from
a business carried on outside Singapore or not effectively
connected to a PE in Singapore. Any other royalties paid
to nonresident companies that do not qualify for the

final rate are taxed at the prevailing corporate tax rate
(17% for 2021). Payments to nonresident individuals are
subject to withholding tax of the lower of 22% on net
income or 10% on the gross royalties. Royalties paid to a
Singapore resident are not subject to withholding tax.
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3.4 Technical service fees

Payments to nonresidents (other than individuals) for
technical services rendered in Singapore are subject

to a 17% withholding tax, unless the rate is reduced
under a tax treaty. This include fees for the rendering of
assistance or services in connection with the application
or use of scientific, technical, industrial, or commercial
knowledge or information; or for management or
assistance in the management of a trade, business, or
profession, unless the services are rendered entirely
outside Singapore, and not performed through a
business carried on in Singapore or a PE in Singapore.
For nonresident individuals, withholding tax applies at
15% on the gross income, unless the individual opts to
be taxed at 22% on the net income. Fees for technical
services paid to a Singapore resident are not subject to
withholding tax.

3.5 Branch remittance tax
No
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4.1 Capital duty
No

4.2 Payroll tax
No

4.3 Real property tax

Property tax, levied on all immovable property in
Singapore, is payable annually by the owner at the
beginning of the year. Immovable property includes
Housing Development Board flats, houses, offices,
factories, shops and land.

The annual property tax is calculated based on a
percentage of the gross annual value of the property, as
determined by the property tax department. The rates
are progressive, and range from 0 to 16 percent for
owner- occupied residential property, and from 10 to
20 percent for nonowner-occupied residential property;
a 10 percent rate applies for nonresidential property.
Property tax exemptions may be granted for land under
development in certain cases.

4.4 Social security

Employers and employees who are Singapore citizens
or Singapore permanent residents (under immigration
rules) and working in Singapore are required to
contribute to the Central Provident Fund (CPF). Every
employer must register with the CPF board and make
monthly CPF contributions on behalf of itself and its
employees (also see “Social security” under “Other taxes
on individuals,” below). The employee’s share of the
contributions is recovered through salary deductions.
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4.5 Stamp duty

Stamp duty applies only to instruments (written or
electronic form) relating to stock and shares and
immovable property. These include the sale of a
mortgage and shares and a lease of immovable property.

Ad valorem stamp duty is chargeable on a lease or
agreement for a lease of any immovable property with
average annual rent exceeding SG$1,000. Leases with
average annual rent not exceeding SG$1,000 are exempt
from stamp duty.

Buyer's stamp duty (BSD) of up to 4 percent is payable on
acquisitions of residential properties, and up to 3 percent
is payable on acquisitions of nonresidential properties.
An additional buyer’s stamp duty (ABSD) is payable by
certain individuals and entities that purchase or acquire
residential property (including residential land) at a rate
that ranges between 5 and 30 percent, depending on
the category of the buyer. Both the BSD and ABSD are
computed on the higher of the purchase price or the
market value of the property. Seller's stamp duty (SSD)

of up to 15 and 12 percent for industrial and residential
property, respectively, may be apply, depending on the
holding period and acquisition date of the property.

The BSD on the acquisition of stock and shares is 0.2
percent of the market value or purchase price, whichever
is higher. The acquisition of equity interests in a company
that primarily owns (directly or indirectly) residential
property in Singapore also may attract additional
conveyance duties (BSD and ABSD for buyers and SSD
for sellers).
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The transfer of scripless shares that are listed on the
Singapore stock exchange generally is not subject to
stamp duty. Stamp duty relief is available in certain cases,
subject to conditions.

4.6 Transfer tax
No

4.7 Other

Other taxes include a monthly levy per foreign worker in
certain industries and a training levy for all employees on
the first SG$4,500 of gross monthly remuneration at a
rate of 0.25 percent, subject to a minimum of SG$2.

There are also taxes payable by companies and/

or individuals on film rentals, entertainment, tourist
hotels and restaurants ,carbon emission and airport
departures.
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5.1 Transfer pricing

Mandatory transfer pricing documentation requirements
apply for companies, subject to safe harbor provisions.
Penalties may be imposed for noncompliance. Transfer
pricing adjustments made by the Inland Revenue
Authority of Singapore (IRAS) may be subject to an
additional surcharge of 5 percent.

Transfer pricing guidelines cover the application of the
arm'’s length principle, documentation requirements,
advance pricing agreements and requests to invoke
the mutual agreement procedure under Singapore's
tax treaties. The IRAS also has issued transfer pricing
guidelines for related party loans and services.

Singapore has introduced country-by-country (CbC)
reporting requirements (see “Disclosure requirements”
below).

5.2 Thin capitalisation

No. However, the deductibility of interest expense will
generally depend on the specific purpose of the loan
taken up. Interest expense is deductible if the loan

is taken up for revenue purposes (e.g. to finance the
purchase of inventory). Otherwise, interest expense
incurred on a loan that is taken up for the purpose of
financing the purchase of a capital asset is deductible
insofar as such capital asset is employed in acquiring
income that is subject to Singapore income tax. Interest
expense apportionment may be made if the loan funds
are taken up for both income-producing and non-income
producing purposes.

5.3 Controlled foreign companies
No
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5.4 Disclosure requirements
Singapore-headquartered multinational enterprises
fulfilling certain conditions are required to prepare and
submit CbC reports to the IRAS.

5.5 Other

Singapore has a general anti-avoidance provision.

A 50% surcharge will be imposed on the amount of
income tax / duty payable (where a liability to duty is
imposed), or additional income tax / duty payable /
GST, if the arrangement is found to be a tax avoidance
arrangement. For income tax, the surcharge is to be
applied to adjustments made to tax assessments from
YA 2023 onwards. For GST, the surcharge is to be applied
to adjustments made to tax assessments in respect of
a prescribed accounting period starting on or after 1
January 2021. For stamp duty, the surcharge is to be
applied to adjustments in relation to any instrument, or
anything treated as an instrument, that is executed or
treated as executed on or after 7 December 2020.
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6.1 Tax year

The tax year (YA) generally is the calendar year, although
a company is required to file its tax return based on the
results of its preceding financial year. Income is subject
to tax in Singapore on a preceding-year basis (e.g.,
income earned in the financial year ended in 2020 will be
taxed in YA 2021).

6.2 Consolidated returns

Consolidated returns are not permitted; each company
is required to file a separate corporate tax return, unless
a waiver is granted. However, a loss transfer system

of group relief allows current year unutilised losses,
unutilised capital allowances and unutilised donations
from one qualifying company to be offset against the
assessable income of another qualifying company within
the same group. To qualify, among other requirements,
companies must be incorporated in Singapore and be at
least 75 percent owned, directly or indirectly, by another
company in the group that is incorporated in Singapore,
and must have the same accounting year-end.
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6.3 Filing requirements

Companies must submit their estimated chargeable
income to the IRAS within three months from the end

of their financial year-end. From YA 2021, all tax returns
must be electronically filed by 30 November of the YA
for income earned in the preceding accounting year. The
notice of assessment will be issued by the IRAS after the
tax return is filed. The tax is generally due and payable
within one month after the date of issue of the notice of
assessment.

6.4 Penalties

Penalties apply for late filing of or for failure to file
returns, and for the late payment or nonpayment of
taxes.

6.5 Rulings
A taxpayer can request an advance ruling from the IRAS
on the tax consequences of a particular transaction.
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7.1 Basis

Singapore tax resident individuals, with certain
exceptions, are subject to Singapore income tax on
income accrued in or derived from Singapore. Foreign-
source income received or deemed received in Singapore
by an individual is exempt from income tax in Singapore,
except for income received or deemed received through
a partnership in Singapore. Certain investment income
derived from Singapore sources by an individual may

be exempt from income tax. Nonresidents are subject

to Singapore income tax on income accrued in or
derived from Singapore. The Singapore Government has
introduced several tax support measures and reliefs in
response to the COVID-19 pandemic, which may impact
the income subject to tax in Singapore. Please contact us
for further details.

7.2 Residence

A Singapore citizen is considered a tax resident in
Singapore if he/she normally resides in Singapore, except
for temporary absences consistent with the claim of
being a resident. A foreigner is considered a tax resident
in Singapore if, in the calendar year preceding the YA, he/
she was physically present in Singapore or exercised an
employment in Singapore (other than as a director of a
company) for 183 days or more, or if he/she ordinarily
resides in Singapore.

A foreigner whose employment period in Singapore
covers at least 3 consecutive YAs may be considered a tax
resident in Singapore on a concessionary basis for all 3
YAs, even though the individual may have spent less than
183 days in Singapore in the year of arrival, departure, or
both.
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An employee who has exercised employment in
Singapore for less than 183 days during his/her year

of arrival, but expects to exercise the employment in
Singapore for a continuous period of at least 183 days
straddling 2 consecutive calendar years, may be taxed as
a resident in Singapore for both YAs.

7.3 Filing status
Each individual, including married couples living together,
is required to file a separate tax return.

7.4 Taxable income

Income includes gains or profits from a trade, business,
profession or vocation, and gains or profits from
employment (including the value of any food, clothing
or lodging provided or paid for by the employer and
allowances, other than those for subsistence, travel or
entertainment purposes).

7.5 Capital gains
No

7.6 Deductions and allowances

Donations made to approved Institutions of Public
Character are allowed as a deduction to resident and
nonresident individuals. However, personal reliefs and tax
rebates are granted only to resident individuals.

Personal reliefs may be deducted against assessable
income to ascertain the chargeable income on which

tax is computed. Tax rebates are deducted from the tax
payable to determine the final tax liability of the individual.
The total amount of personal income tax reliefs that an
individual can claim is subject to an overall relief cap of
SG$80,000 per YA.
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7.7 Rates

Residents deriving chargeable income above SG$20,000
are taxed at progressive rates ranging from 2 to 22
percent.

Nonresidents are taxed on their employment income at
the higher of a flat rate of 15 percent (with no personal
deductions or allowances) or the tax rate for residents
(taking into account personal reliefs and rebates).

All other income of nonresidents sourced in Singapore,
including fees paid to directors and independent
consultants, generally is taxed at a flat rate of 22 percent.
A nonresident individual (other than a director) exercising
a short-term employment in Singapore (i.e., for no more
than 60 days) may be exempt from tax in Singapore on
his/her employment income derived from Singapore.
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8.1 Capital duty
No

8.2 Stamp duty
See “Stamp duty” under “Other taxes on corporations,”
above.

8.3 Capital acquisitions tax
No

8.4 Real property tax
See “Real property tax” under “Other taxes on

corporations,” above.

8.5 Inheritance/estate tax
No

8.6 Net wealth/net worth tax
No
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8.7 Social security

Only employees who are Singapore citizens or
Singapore permanent residents (under immigration
rules) and working in Singapore are required to
contribute to the CPF, at a rate of up to 20 percent (for
individuals who are 55 years old or less). Graduated
rates may apply for the first two years after the
employee attains permanent resident status. The
employer’s statutory contribution rate to the CPFis
up to 17 percent (for individuals who are 55 years

old or less), subject to a monthly ordinary wage
ceiling of SG$6,000 and a total annual wage ceiling

of SG$102,000. The contribution is remitted by the
employer on behalf of itself and the employee. CPF
contribution rates for individuals who are above 55
years old up to 70 years old will be gradually raised.
The increase of CPF contribution rates was originally
intended to take effect from 1 January 2021. However,
due to the impact of Covid-19 on businesses and
employers in general, the effective date has now been
postponed to 1 January 2022.
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9.1 Tax year
Calendar year.

9.2 Filing and payment

An individual is required to file his/her Singapore tax
return in respect of income from the preceding year

by 15 April of the following year, or 18 April if filed
electronically. The notice of assessment will be issued by
the IRAS after the tax return is filed. The tax generally is
due and payable within one month after the date of issue
of the notice of assessment.

9.3 Penalties

Penalties apply for late filing of or for failure to file
returns, and for the late payment or nonpayment of
taxes.
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10.1 Taxable transactions

Singapore imposes a goods and services tax (GST), which
is similar to a European-style VAT, on the supply of most
goods and services, and on all goods imported into
Singapore unless the goods are imported via an import
GST relief or are exempted (i.e. import of investment
metals). As from 1 January 2020, GST is also imposed

on certain services imported from overseas, where the
Singapore recipient is a GST-registered business and
unable to recover all of the GST it incurs, or where the
recipient is not GST registered and the supply from the
overseas supplier is a prescribed digital service (e.g,,
online gaming, online media subscriptions, etc.).

10.2 Rates

The standard rate is 7 percent, with a zero rate for
international services and exports of goods. The
provision of specified financial services, the sale and
lease of residential property and theimport and local
supply of investment precious metals and supply of
digital tokens are exempt from GST.

10.3 Registration

Subject to certain exemptions, a person must be
registered if its taxable turnover exceeds SG$1 million in
a calendar year or is expected to exceed SG$1 million in
the next 12 months. A registration requirement arises
under the reverse charge rules if a person would not

be entitled to recover all the GST incurred if registered
for GST, and receives imported services with a value
exceeding SGD1 million in a calendar year, or expected
to exceed SGD1 million in the next 12 months. A
taxpayer may apply for voluntary registration even if its
annual taxable turnover does not exceed SG$1 million.
Once voluntarily registered, the taxpayer must remain
registered for at least two years and satisfy certain other
conditions that may be imposed.
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Overseas suppliers with global annual turnover from
digital services exceeding SGD1 million, and annual
revenue exceeding SGD100,000, or expected to exceed
SGD100,000 in the next 12 months from the supplies
of digital services to non-GST registered recipients in
Singapore, are required to register for GST under the
overseas vendor registration (OVR) regime.

10.4 Filing and payment

A registered taxable person is required to file a GST
return with the Comptroller of GST on a quarterly basis
(but may opt to file on a semi-annual or monthly basis)
no later than one month after the end of the relevant
prescribed accounting period. Any tax payable for the
accounting period to which the return relates must be
paid by the submission deadline. Any refund of the tax
generally should be received within a period equivalent
to the prescribed accounting period, calculated from
the date the GST return is submitted. GST returns are
submitted under the OVR regime for payment purposes
only and suppliers registered under the regime are not
entitled to submit claims for input tax refunds.

Penalties apply for late filing of or failure to file returns,
and for the late payment or nonpayment of taxes.
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11.1 Source of tax law

Income Tax Act (Chapter 134), Property Tax Act (Chapter
254), Stamp Duties Act (Chapter 312), Goods & Services
Tax Act (Chapter 117A), Economic Expansion Incentives
(Relief from Income Tax) Act (Chapter 86).

11.2 Tax treaties

Singapore has concluded over 80 comprehensive tax
treaties. The OECD muiltilateral instruments (MLI) entered
into force for Singapore on 1 April 2019.

11.3 Tax authorities
Inland Revenue Authority of Singapore (IRAS).
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1.1 Currency
Thai Baht (THB).

1.2 Foreign exchange control

Repatriation payments may not be made in THB, but
may be made in any other currency. An exception
applies for the transfer of funds made for the purpose of
investing in or lending to business entities in Thailand's
neighboring countries (including Vietnam); such transfers
may be made in THB and/or in another currency.

Most remittances may be made through a commercial
bank, and documentation evidencing the purpose of
the remittance is required. The Bank of Thailand must
approve the remittance of funds exceeding the ceiling
set by the bank.

1.3 Accounting principles/financial statements
Thai Accounting Standards apply. For areas not
addressed by Thai Accounting Standards, IAS, IFRS and
US GAAP may be consulted. Financial statements that
have been audited and signed off by a certified public
accountant (CPA) must accompany an entity’s annual
income tax return.
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Public and private limited companies must electronically
file audited financial statements with the Department of
Business Development within one month from the date
of the annual general shareholders’ meeting (which must
be held within four months of the company’s year-end).
For other entities, the filing deadline is five months from
the end of the accounting period. Failure to timely hold
the annual general shareholders' meeting and/or timely
file the audited financial statements electronically may
result in penalties for a company and its directors or
representative.

1.4 Principal business entities

These are the public and private limited company,
partnership, sole proprietorship, joint venture and
branch or representative or regional office of a foreign
corporation.
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2.1 Residence

A limited/public company or partnership is considered
resident if it is incorporated in Thailand and registered
with the Ministry of Commerce.

2.2 Basis

Residents are taxed on worldwide income; nonresidents
are taxed only on Thailand-source income. Foreign-
source income derived by resident taxpayers is subject
to corporate income tax in the same manner as
Thailand-source income. A registered foreign branch

or partnership generally is taxed in the same way as a
limited company.

Unregistered entities with a taxable presence in Thailand
are taxed in the same manner as limited companies.

2.3 Taxable income

Corporate income tax is imposed on an entity’s net
taxable profits, which generally consist of business/
trading income, passive income and capital gains/losses.
Expenses that relate specifically to generating profits for
the business or to the business itself may be deducted in
determining net taxable profits.
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2.4 Taxation of dividends

Dividends paid by a Thai limited company to another Thai
limited company may be fully exempt or 50% exempt
from corporate income tax if certain conditions are
satisfied. Tax withheld on the payment of dividends may
be used to offset the final corporate income tax due

for the company in the relevant tax year. Companies
qualifying for the International Business Center (IBC)
regime are exempt from corporate income tax on
dividend income received from qualified associated
enterprises (i.e., local and overseas affiliates) for 15
accounting periods.

2.5 Capital gains

Capital gains are subject to the normal corporate income
tax rate, with no restrictions on the use of capital losses
to offset net taxable profits.

2.6 Losses

Net operating losses may be carried forward for up to
five accounting periods. Net operating losses relating to
a business promoted by the Board of Investment (BOI)
that are incurred during a tax holiday period also may be
utilized to offset net profits relating to a non-promoted
business during the tax holiday period, for up to five
accounting periods. Once the tax holiday period expires,
the remaining tax losses may be carried forward for up
to five years after the expiration of tax holiday period.
The carryback of losses is not permitted.
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2.7 Rate

The corporate tax rate is 20 percent. Certain small and
medium-sized limited companies are subject to lower

progressive rates of 0%, 15% and 20%, up to a certain

amount of net taxable profits.

Foreign companies that carry on the business of
international transportation and that have an office in
Thailand are taxed on their gross proceeds at a rate
of 3 percent, rather than on net profits at the normal
corporate income tax rate and are exempt from the tax
on profit remittances.

2.8 Surtax
No

2.9 Alternative minimum tax
No

2.10 Foreign tax credit

Foreign income tax paid on profits that are subject

to corporate income tax in Thailand generally may be
credited up to the amount of income tax paid in Thailand
on such foreign income.

2.11 Participation exemption
Yes (subject to certain conditions).

2.12 Holding company regime

A tax exemption may be available for dividend income
received from foreign affiliates (subject to certain
conditions).
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2.13 Incentives

Tax holidays from three to eight years are available for
business activities promoted by the BOI. An additional
tax exemption period may be granted for specific
investment areas.

IBCs that derive income from qualifying services

(i.e.,, management, technical support, and financial
management services) and qualifying royalty income
(royalties arising from R&D and technological innovation
undertaken in Thailand) from associated enterprises
are eligible for reduced corporate income tax rates

as follows: 8 percent where the annual operating
expenditure paid to recipients in Thailand is at least THB
60 million; 5 percent where such expenditure is at least
THB 300 million; and 3 percent where the expenditure
is at least THB 600 million. IBCs also benefit from an
exemption from corporate income tax on dividend
income received from associated enterprises and a
specific business tax (SBT) exemption for income derived
from the provision of treasury services to associated
enterprises. Expatriate employees working for an IBC in
Thailand benefit from a flat 15 percent personal income
tax rate or an exemption from the tax in certain cases.
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3.1 Dividends

Dividends paid to another Thai company are subject to
a 10 percent withholding tax, or are exempt if certain
conditions are satisfied under the Revenue Code or
investment promotion law.

Dividends paid to a nonresident company are subject
to a 10 percent withholding tax. Dividends paid to an
individual (resident or nonresident) are subject to a 10
percent withholding tax. The withholding tax rate on
dividends paid to a nonresident may be reduced under
a tax treaty.

3.2 Interest

Interest paid to a nonresident company or a
nonresident individual is subject to a 15 percent
withholding tax, unless the rate is reduced under a tax
treaty.

Subject to applicable tax treaty, Interest paid on loans
from a bank, financial institution or an insurance
company is generally subject to a 10 percent
withholding tax if the lender is resident in a country
that has concluded a tax treaty with Thailand, but an
exemption generally applies if the interest is paid by
the government or a Thai financial institution on loans
granted under a law intended to promote agriculture,
industry or commerce.

A 1 percent advance withholding tax applies to interest
payments made by a corporation to a corporation
carrying on business in Thailand, or by a corporation

to a financial institution for interest on debentures or
bonds, except for interest on deposits or negotiable
instruments paid between banks or finance companies.
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Interest paid to a resident individual is subject to a 15
percent withholding tax that can be considered either as
a final tax or as an advance tax payment to be used as a
credit against the personal income tax due for a tax year.

3.3 Royalties

Royalties paid to another Thai company are subject

to a 3 percent advance withholding tax, which may be
credited against the final corporate income tax due for
the accounting period.

Royalties paid to a resident individual are subject to
withholding tax at the progressive personal income

tax rate (advance tax). Royalties paid to a nonresident
company or a nonresident individual are subject to a 15
percent final withholding tax, unless the rate is reduced
under a tax treaty.

3.4 Technical service fees

Technical service fees paid to another Thai company are
subject to a 3 percent advance withholding tax, which
may be used as a credit against the final corporate
income tax due for the accounting period.

Technical service fees paid to a resident individual are
subject to withholding tax at the progressive personal
income tax rate or a 3 percent tax rate, depending on
the circumstances.

Technical service fees paid to a nonresident company or
a nonresident individual are subject to a 15 percent final
withholding tax, unless the rate is reduced under a tax
treaty.

3.5 Branch remittance tax
A 10 percent branch remittance tax is imposed on
after-tax profits paid or deemed paid to a head office.
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4.1 Capital duty
No, but fees apply for registration of a company.

4.2 Payroll tax
Tax on employment income is withheld by the employer
and remitted monthly to the tax authorities.

4.3 Real property tax

The Land and Construction Tax Act is effective as from

1 January 2020, which progressively imposes various tax
rates based on the nature of the assets. The maximum
tax rate depends on the type of land/building and the
appraisal value:

* For land used for agricultural purposes, the progressive
tax rates range from 0.01 percent on land valued up to
THB 75 million to 0.1 percent on land valued over THB
1 billion.

For land used for residential purposes, the progressive
tax rates range from 0.02 percent on land valued up to
THB 50 million to 0.1 percent on land valued over THB
100 million.

For land used for commercial purposes, the
progressive tax rates range from 0.3 percent on land
valued up to THB 50 million to 0.7 percent on land
valued over THB 5 billion.

For wasteland (i.e., land capable of being used but that
is not being used), the progressive tax rates range from
0.3 percent to 3 percent (the tax rate will increase by
0.3 percent annually if the land is not used).

The Land and Construction Tax Act also grants various
tax exemptions and tax reliefs (subject to certain
conditions).
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4.4 Social security

The employer and the employee are required to
contribute 5 percent of an employee’'s monthly
compensation, up to a specified monthly cap.

4.5 Stamp duty

Stamp duty applies on certain instruments specified
under the revenue code at various rates depending
on the type of instruments, e.g., 0.1 percent on
leases, hire of work agreements, transfers of shares/
debentures and loans, and 0.05 percent (capped at
THB10,000) on loan agreements, etc.

4.6 Transfer tax

SBT applies to the gross proceeds from the transfer of
immovable property (see under “Other,” immediately
below).
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4.7 Other

SBT applies to banking or similar transactions
(regardless of whether the operator of the business
is an individual or a company), the sale of immovable
property in a profit-seeking manner and to certain
other businesses.

SBT applies to the gross proceeds from the transfer
of immovable property at a rate of 3 percent. An
exemption from the tax is available in certain cases
involving the transfer of a business. A 2.5 percent rate
applies to life insurers and pawnbrokers. A 3 percent
rate applies to financial institutions and businesses
of a similar nature; however, some transactions (e.g.,
interest income on debt instruments) are taxed at a
rate of 0.1 percent. The applicable SBT is increased by
an additional 10 percent, which is levied as a municipal
tax.

A person or entity subject to SBT generally must register
within 30 days from the date of commencing business.

SBT is payable by the 15th day of the following month.
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5.1 Transfer pricing

Under Thailand's transfer pricing rules, a taxpayer must
declare in its annual corporate tax return whether revenue
and expense transactions are based on market prices
and, if this is not the case, the tax authorities may make
adjustments to reflect a market price. Advance pricing
agreements (APAs) may be obtained.

Refer to 5.4 Disclosure requirements, for the transfer
pricing disclosure requirements based on the legislation
effective for accounting periods commencing on or after 1
January 2019.

5.2 Thin capitalisation
No

5.3 Controlled foreign companies
No
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5.4 Disclosure requirements

Legislation effective for accounting periods commencing
on or after 1 January 2019 requires taxpayers to report
related party transactions in a report (disclosure form),
which provides information on the relationship between
entities and the value of inter-company transactions. The
report must be filed with the annual corporate income tax
return. Completion of the disclosure form is not required
by taxpayers whose annual revenue is less than THB 200
million.

Transfer pricing documentation also must be presented

to tax officers within stipulated deadlines upon request.
The disclosure form and transfer pricing documentation
requirements will not apply to taxpayers with annual
revenue less than a threshold to be stipulated in
regulations, but which will not be less than THB 200 million.

Failure to file the disclosure form or transfer pricing
documentation by the due date will result in a fine of up to
THB 200,000.



6.0 B\ =H

REIHUWIERE—2021 | ZERSER
Guide to Taxation in Southeast Asia - 2021 | Thailand Tax Highlights

Compliance for corporations

6.1 MEHFE
MIRFEEBBEANRDE - RER
SRUBF SUHHEAETE
PANEYNSI e NE S TR
BEEHE -

6.2 BBk
FEEHPREWFEH - S
Wb R TR -

6.3 BBIREXR

MIEADIREN FERIBT NN
B (¥E8ik) #OMEREH
WREFHMEWRSHE - FFB
BV AENRFREOBRANDH
HERERPERNIER - FEEW
PRSI BB IR MELILEM MR R
(MRFE ) BARERSTHM
BAFEREISORNIRR - ReBF
RRORSERLEHI - HBE
IMARIEER - ¥ F PRI YN
AR SR o IEFEAMATSH
ENEGEII

6.4 Mt A0 ZR AN L]

EHEWEREEEFNEBE25%
MRS E_E S F R BB
B =20%MFINZR - EE IR
N NEBRAARGRATRESR
HDEN.5%RIMTNER - ARSI
RIEFNHTHRBZEEN - ERE
5B R AR EN00%89 TR -

6.5 #HiR
MRAI LU S FHRIBE N E
IS RBRTIE NI ABA R
ARDWETE - EERULENGE
N RIERAEN L

6.1 Tax year

The tax year is 12 months (a shorter year is allowed only
in the year of incorporation, when there is a change of
accounting period or in the year of dissolution).

6.2 Consolidated returns

Consolidated returns are not permitted for corporate
income tax purposes; each company must file its own tax
return.

6.3 Filing requirements

A taxpayer must self-assess and make an advance
corporate income tax payment for the first six months of
the tax year (half-year return). The half-year return must
be filed within two months after the first six months of
the tax year. The annual corporate income tax return
and transfer pricing disclosure form (if required) must

be filed within 150 days from the company’s year-end.
Extensions are not available except in the case of
electronic filling, where the filing due date is extended for
eight additional days. Corporate income tax paid with the
half-year return is creditable against the total tax payable
for the tax year.

6.4 Surcharge and Penalty

If an entity underestimates its profits for an entire year by
more than 25 percent, a maximum 20 percent surcharge
is imposed on the first half-year installment. In other
circumstances, a surcharge of 1.5 percent per month

on outstanding tax, up to the amount of outstanding tax
payable, applies. A penalty of up to 100 percent of the
tax due will apply when the income tax liability is formally
assessed by the tax authorities.

6.5 Rulings

A taxpayer may request a nonbinding private letter
ruling, and APAs are available under the transfer pricing
regime.
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7.1 Basis

Thai residents and nonresidents are taxed on their
Thailand-source income. Thai residents are taxed on
foreign-source income only if the income is brought
into Thailand in the year derived (repatriation in later
years is exempt from personal income tax).

7.2 Residence

An individual is resident in Thailand for personal income
tax purposes if he/she is present in Thailand for 180
days or more in a (calendar) tax year.

7.3 Filing status

A taxable person is individually responsible to file tax
return. A married couple may opt for a joint or separate
filing on all types of personal income. The spouses also
may agree to file tax returns separately with respect to
employment income and file tax returns jointly on other
types of personal income.

7.4 Taxable income

Gains or benefits derived by individuals are subject
to personal income tax, e.g., employment income
including employment-related benefits (unless
exempted), profits derived by an individual from the
carrying on of a trade or profession, passive income,
etc.
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7.5 Capital gains
Capital gains are considered taxable income.

7.6 Deductions and allowances

Subject to certain restrictions, deductions are granted
for insurance premium, mortgage interest, contributions
to retirement or long-term equity plans, charitable
contributions, etc. Personal allowances are available to a
taxpayer, his/her spouse, children and parents in certain
cases.

7.7 Rates

Assessable income is subject to progressive rates, up to
a maximum rate of 35 percent on income over THB 5
million. Expatriate employees of an IBC may be entitled
to a flat income tax rate of 15 percent or an exemption
from the tax in certain cases.

Dividends and interest are taxed at source at a rate of
10 and 15 percent, respectively. Capital gains from the
sale of shares of a public company registered on the
stock exchange of Thailand are exempt from personal
income tax; otherwise, gains are subject to the normal
progressive personal income tax rates.
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8.1 Capital Duty
No

8.2 Stamp duty
See “Stamp duty” under “Other taxes on corporations,”
above.

8.3 Capital acquisitions tax
No

8.4 Real property tax
See “Real property tax” under “Other taxes on
corporations,” above.

8.5 Inheritance/estate tax

A 10 percent tax is levied on the beneficiary's portion
of an inheritance exceeding THB100 million (a 0 or 5
percent rate may apply in certain circumstances).

A 5 percent gift tax is levied on the beneficiary's
portion of assets exceeding THB20 million (or THB10
million in the case of persons that are not ascendants,
descendants or spouses).

8.6 Net wealth/net worth tax
No

8.7 Social security

An employee must contribute 5 percent of his/her
monthly compensation to social security. The employer
also is required to contribute.
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9.1 Tax year
Calendar year.

9.2 Filing and payment

Tax on employment income is withheld by the employer
and remitted to the tax authorities, generally on a
monthly basis. An individual must file an annual personal
income tax return on or before 31 March of the following
year and pay any additional income tax due at that

time. Extensions are not available except in the case of
electronic filing, where the filing due date is extended for
eight additional days.

9.3 Surcharge and Penalty

A monthly surcharge of 1.5 percent applies to
underpayments of tax, up to the amount of outstanding
tax payable, and a penalty of up to 100 percent of the
tax due will apply when the income tax liability is formally
assessed by the tax authorities.
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10.1 Taxable transactions

VAT is levied on the sale of goods and the provision of
services. A VAT exemption applies to certain business
activities, such as the sale of raw agriculture products,
the sale of newspapers, domestic transportation, etc.

10.2 Rates

The standard VAT rate is 10 percent, which has been
reduced to 7% until 30 September 2021. A 0 percent
rate applies to exported goods and services

10.3 Registration

The registration threshold for VAT is turnover exceeding
THB1.8 million for any given tax period. Nonresident
suppliers that carry on business in Thailand on more
than a temporary basis must register.

10.4 Filing and payment

VAT is payable by the 15th day of the month following
the month in which the VAT liability arises. Self-
assessment of VAT is required on the payment of certain
types of income to overseas suppliers (primarily services
or royalties on rights utilised in Thailand), whereby VAT is
payable on the seventh day of the month following the
month in which the VAT liability arises (i.e., the payment
is made).
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11.0 F) 518 &
Source of tax law

11.1 #EMRK % 11.1 Source of tax law
(®ijkm) - Revenue Code.
11.2 HULthE 11.2 Tax treaties

FEESZE TN HRUWHE - Thailand has concluded 61
income tax treaties.

11.3 HBHR
REBRSS - 11.3 Tax authorities
Thai Revenue Department.
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1.1 Currency
Vietnam Dong (VND).

1.2 Foreign exchange control

VND must be used in transactions between Vietnamese
entities and individuals, unless specifically allowed under
the foreign exchange control regulations. A foreign
currency can be used as the functional currency for
accounting and reporting purposes, subject to certain
conditions. Both residents and nonresidents can hold
bank accounts in any currency. Foreign currency may

be remitted overseas, although registration and/or tax
requirements may need to be met.

1.3 Accounting principles/financial statements
Vietnamese Accounting Standards and the Vietnamese
accounting system apply. Statutory financial statements
must be prepared, audited and submitted annually,
except for listed companies whose financial statements
are required to be audited and submitted on a semi-
annual basis. IFRS adoption is encouraged from
2022-2025 and mandatory after 2025 for certain
enterprises. On the basis of acknowledging international
practices, Vietnamese Financial Reporting Standards -
VERS, is being developed and will become mandatory
from 2025 onward.

1.4 Principal business entities

These are the joint stock company, limited liability
company and private enterprise. Branches of foreign
corporations are limited to certain industries.
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2.1 Residence
Residence is not defined, but a corporation generally is
considered to be resident if it is incorporated in Vietnam.

2.2 Basis

Residents are taxed on worldwide income; nonresidents
are taxed only on Vietnamese-source income. Foreign-
source income derived by residents is subject to
corporation tax in the same way as Vietnamese-source
income. Branches are taxed in the same way as
subsidiaries.

2.3 Taxable income

Tax is imposed on a company's profits, which include

the profits of affiliates and branches (dependent units).
Taxable revenue includes income from the sale of goods;
the provision of services; the leasing or sale of assets; the
transfer of property, shares or a business; joint venture
operations with other economic entities; and financial
operations.

2.4 Taxation of dividends
Dividends paid by a company in Vietnam to its corporate
shareholders are not subject to tax.

2.5 Capital gains

There is no separate capital gains tax; gains are taxed

at the standard corporate tax rate of 20 percent. The
transfer value is based on the actual price in the transfer
contract, although a deemed fair market value will be
used if no contract price is available or if the price stated
in the contract is deemed not to be on arm'’s length
terms.
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2.6 Losses

Losses may be carried forward to offset taxable income
for up to five consecutive years after the year in which
the losses are incurred. The carryback of losses is not
permitted. Losses from transfers of real property and
investment projects may be offset against profits from
normal business operations in the same tax period.
Group loss relief is not allowed.

2.7 Rate

The standard corporate rate is 20 percent. The rate
for enterprises operating in the oil and gas and natural
resource sectors ranges from 32 to 50 percent,
depending on the project.

2.8 Surtax
No

2.9 Alternative minimum tax
No

2.10 Foreign tax credit

Foreign tax paid may be credited against Vietnamese tax,
but must be determined based on pretax income. The
credit is limited to the amount of Vietnamese tax payable
on the foreign income.

2.11 Participation exemption
See under “Taxation of dividends.”
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2.12 Holding company regime
No

2.13 Incentives

Preferential tax rates of 10 percent (for 15 years with a
possible extension for up to 30 years with prior
approval) and 17 percent (for 10 years) are available for
taxpayers engaged in encouraged investment projects

or in socio- economically disadvantaged locations,
respectively, as stipulated by the government. Special
projects with large scale and high technology may be
entitled to preferential rate of 5% (for 22.5 years with also
a possible extension of further 15 years as maximum
with prior approval) upon case by case assessment and
approval of the Prime Minister. A tax holiday from two up
to six years followed by 50% tax reduction from four up
to thirteen years is available from the first profit-making
year or the fourth revenue generation year, whichever
comes first. Current taxpayers with new projects also are
entitled to tax incentives, subject to certain conditions.
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Withholding tax
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3.1 Dividends

No tax is imposed on dividends paid to nonresident
companies. Dividends paid to nonresident individuals
are subject to a 5 percent withholding tax, unless the
rate is reduced under a tax treaty.

3.2 Interest

Interest paid to a nonresident is subject to a 5 percent
withholding tax, unless the rate is reduced under a tax
treaty.

3.3 Royalties

Royalties paid to a nonresident are subject to a 10
percent withholding tax, and if paid to a nonresident
individual then the withholding tax rate is 5%, unless
the rate is reduced under a tax treaty. Income derived
by a nonresident from the transfer of a right to use a
trademark also is subject to a 5 percent value added tax
(VAT).

3.4 Technical service fees

A withholding tax of 5 percent (corporate tax) and 5
percent (VAT) generally applies to technical service fees
paid to a nonresident. A corporate tax exemption may
apply under a tax treaty.

3.5 Branch remittance tax
No
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4.1 Capital duty
No

4.2 Payroll tax
No

4.3 Real property tax
The municipal authorities levy tax (e.g., land rental tax,
land use fees, etc.) on the use of real property.

4.4 Social security

For Vietnamese employees, the employer is required

to make social insurance (Sl), health insurance (HI),
unemployment insurance (Ul) and labour accident and
occupational disease insurance contributions of 17, 3, 1
and 0.5 percent (0.3 percent for special cases with
official approval), respectively. Vietnamese employees
are required to make SI, HI and Ul contributions at rates
of 8%, 1.5% and 1% of the employee’s salary, allowances
and other additional income, respectively.

For foreign employees, in certain circumstances, the
employer is required to contribute to HI at a rate of 3
percent and to Sl at a rate of 3.5 percent (including the
sickness, maternity, occupational diseases and accident
funds). The employer’'s contribution to Sl will increase to
17.5 percent (17.3 percent for special cases with official
approval) on 1 January 2022.

Foreign employees are now subject to HI at a rate of
1.5% in certain circumstances, and also will be subject to
retirement and death funds contributions at a rate of 8%
effective from 1 January 2022.
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4.5 Stamp duty
A stamp duty of 0.5 to 15 percent is levied on certain
types of assets, including real property.

4.6 Transfer tax
No

4.7 Other

Foreign contractor withholding tax is imposed on income
from the provision of goods and services by nonresident
entities (except for pure trading transactions with a
delivery point to the border of Vietnam), which comprises
corporate tax and VAT at a total combined rate ranging
from 0.1 to 15 percent.
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5.1 Transfer pricing

Vietnam has transfer pricing rules that generally follow

the OECD guidelines. The following methodologies are
permitted: comparable uncontrolled price (CUP), resale
price, cost plus, comparable profit and profit split. The
taxpayer is required to prioritise the CUP method; other
methods should be applied only after rejection of the

CUP. The taxpayer must establish that it is using the

“best” method appropriate under the circumstances.
Contemporaneous documentation is required under rules
that generally follow the BEPS action 13 recommendations.

The tax authorities can adjust profits if the pricing strategy
is found not to be at arm’s length. The Vietnamese transfer
pricing rules also incorporate the “substance over form”
principle, leading to certain types of related-party expenses
being regulated as nondeductible for corporate income tax
purposes. Advance pricing agreements are possible.
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5.2 Thin capitalisation

No, but for entities with related-party transactions, the
deductibility of total net interest expense (i.e., interest
expenses less interest income from bank deposits and
lending) from related and un-related transactions) is
capped at 30% of EBITDA, i.e., earnings before interest, tax,
depreciation, and amortization. Non-deductible interest
can be carried forward to following tax years and deducted
if the net interest expense/EBITDA ratio is below 30% in
those years. The time limit for such carry forward rule is
five years.

5.3 Controlled foreign companies
No

5.4 Disclosure requirements

Certain multinational enterprises are required to disclose
detailed information on related-party transactions by
submitting an annual declaration form (along with the
corporate tax return), and prepare transfer pricing
documentation composed of a local file, master file, and
country-by-country report (as necessary).

5.5 Other

Vietnam has a general anti-avoidance rule where
transactions that are not for commercial purposes but are
only set up to achieve tax benefits, tax authorities have
authorization to deny such transactions.

The tax authorities may deny tax treaty benefits by
disregarding transactions that were not entered into
for commercial purposes but instead only to obtain tax
benefits.
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6.1 Tax year

The tax year is the fiscal year. A company must notify the
tax authorities if its fiscal year differs from the calendar
year and, in such a case, only a quarter-end fiscal year is
allowed.

6.2 Consolidated returns

Consolidated returns are not permitted; each company
with independent legal status is required to file a
separate return.

6.3 Filing requirements

Provisional quarterly corporate income tax returns

are not required, but a company is required to make
quarterly provisional corporate income tax payments
based on estimates. An annual declaration/filing must be
made within 90 days after the fiscal year-end date. The
total provisional corporate income tax payments of the
first 3 quarters of the tax year must not be below 75% of
the annual corporate income tax liability. Any shortfall of
such is subject to a late payment penalty.

6.4 Penalties

Penalties apply for failure to file, late filing or the filing

of a fraudulent return. Taxpayers are subject to an

extra 0.03 percent penalty per day of late payment, 20
percent on underreported amounts and more stringent
penalties for evasion (up to 300 percent).

6.5 Rulings
A taxpayer can request a tax ruling from the local or the
national tax authorities to clarify its specific tax concerns.



7.0 D AR

REIHUIEE—2021 | M5 ER
Guide to Taxation in Southeast Asia - 2021 |Vietnam Tax Highlights

Personal taxation
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7.1 Basis

Vietnamese residents are taxed on their worldwide
income; nonresidents are taxed only on Vietnam-source
income.

7.2 Residence

An individual is resident if he/she: (i) spends 183 days or
more in the aggregate in a 12-month period in Vietnam,
starting from the date the individual arrives in Vietnam;
(i) maintains a residence in Vietnam; or (i) has leased a
residence for 183 days or more in a tax year, unless he/
she is present in Vietnam for less than 183 days and can
prove residence in another country.

7.3 Filing status
Individuals must file separate returns; joint filing is not
permitted.

7.4 Taxable income
Employment income, including most employment
benefits (whether in cash or in kind), is fully taxable.

Dividends, interest (except for interest on bank deposits,
life insurance and government bonds), capital gains
derived from securities trading, private business income
with annual revenue exceeding VND100 million and
other income from franchising, inheritance, the transfer
of land use rights and gifts/winnings or prizes (excluding
casino winnings) also are taxable. Profits derived from
the carrying on of a trade or profession generally are
taxed in the same way as profits derived by companies.
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7.5 Capital gains
Capital gains derived from the sale of shares and
securities are taxable.

7.6 Deductions and allowances

Subject to certain restrictions, tax deductions are
granted for compulsory social security contributions,
made by the employees, including the SI, HI and UL.
Severance allowances, redundancy compensation

and “non-accumulative” insurance premiums are

not taxable. Other tax deductions include a personal
deduction, a dependent deduction, a deduction for
voluntary retirement fund contributions and charitable
contributions.

7.7 Rates

For employment income, progressive rates ranging from
5 to 35 percent apply to residents, while nonresidents
are subject to a flat rate of 20 percent.

Income from sources other than employment is taxed
at rates ranging from 0.7 to 20 percent, which apply to
both residents and nonresidents. Resident individuals
are taxable at a rate of 20% on gains from the transfer
of shares in limited companies, partnerships, and joint
ventures, and 0.1% on sale proceeds from the transfer
of securities (e.g., shares, call options on shares, bonds,
treasury bills, fund certificates, and other securities
according to the Law on Securities) in joint stock
companies (whether public or non-public). Nonresident
individuals are subject to 0.1% capital gains tax on the
sale proceeds of all share and securities transfers.
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Other taxes on individuals
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8.1 Capital Duty
No

8.2 Stamp duty
No

8.3 Capital acquisitions tax
No

8.4 Real property tax
The municipal authorities levy tax (e.g. land rental tax, land
use fees, etc.) on the use of real property.

8.5 Inheritance/estate tax
Inheritances and gifts above VND10 million are subject to

income tax at 10 percent.

8.6 Net wealth/net worth tax
No
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8.7 Social security

Vietnamese employees are required to make SI, Hl and

Ul contributions at rates of 8, 1.5 and 1 percent of the
employee’s salary, allowances and other additional income,
respectively.

For foreign employees, in certain circumstances, the
employer is required to contribute to HI at a rate of

3% and to Sl at a rate of 3.5% (including the sickness,
maternity, occupational diseases and accident funds). The
employer’s contribution to Sl will increase to 17.5 percent
(17.3 percent for special cases with official approval) on 1
January 2022.

Foreign employees are now subject to HI at a rate of 1.5
percent in certain circumstances, and also will be subject
to retirement and death funds contributions at a rate of 8
percent effective from 1 January 2022.
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9.1 Tax year
Calendar year.

9.2 Filing and payment

Tax on employment income is withheld by the employer
and remitted to the tax authorities. An individual must
file a tax return and make a final tax payment by 30
March in the year following the assessment year.

9.3 Penalties

Taxpayers are subject to an extra 0.03 percent penalty
per day for the late payment of tax, 20 percent on
underreported amounts and more stringent penalties
for tax evasion (up to 300 percent).
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Value added tax
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10.1 Taxable transactions

VAT is levied on most common goods and services, while
Special Sales Tax (SST) is levied only on certain types of
goods and services.

10.2 Rates
Rates are 0, 5 and 10 percent for VAT, and from 5 to 150
percent for SST.

10.3 Registration

All organisations and individuals carrying on the
production or trading of taxable goods and services in
Vietnam must register for VAT purposes. Each branch
or outlet of an enterprise must register separately and
declare tax on its own activities. Transfers of goods
between branches may be subject to VAT. Registration
for tax payment is required within ten days of the date
the business establishment license was obtained.

10.4 Filing and payment

Monthly filing and payment of outstanding VAT must be
made by the 20th day of the following month. Quarterly
VAT filing and payment are allowed for certain taxpayers,
which are due by the 30th day of the following quarter.
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Source of tax law
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11.1 Source of tax law

Law on Tax Administration, Law on Corporate Income
Tax, Law on Personal Income Tax, Law on Value Added
Tax, Law on Special Sales Tax, Social and Health
Insurance Laws.

11.2 Tax treaties

Vietnam has concluded nearly 80 income tax treaties.
Vietnam has not signed the OECD multilateral instrument
(MLI).

11.3 Tax authorities

Provincial tax departments; General Department of
Taxation; Ministry of Finance.
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