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Amending regulations on tax management for enterprises engaging in affiliate

transactions

On February 10, 2025, the Government issued Decree 20/2025/ND-CP (“Decree 20/2025”)
amending and supplementing a number of articles of Decree 132/2020/ND-CP (“Decree
132/2020”) regulating tax management for enterprises engaging in affiliate transactions.
Decree 20/2025 will take effect from March 27, 2025 and be applied from the 2024
corporate income tax period, with notable provisions on the affiliate relationship as

follows:

Two cases of bank lending that are no
longer affiliate transactions

Previously, Article 5.2(d) of Decree
132/2020 stipulates that related parties
include parties with guarantee and loan
transactions in which (1) the loan is at least
equal to 25% of the capital contribution of the
owner of the borrowing enterprise, and (2)
accounts for more than 50% of the total
outstanding medium- and long-term debts of
the borrowing enterprise. Now, Decree
20/2025 adds that the way to determine a
affiliated party as prescribed in Article
5.2(d) of Decree 132/2020 will not apply
to the following two cases:

(1) The guarantor or lender is an
economic
under the Law on Credit Institutions
that does not directly or indirectly

organization operating

participate in the management,
control, capital contribution, or
investment in the borrowing
enterprise or the guaranteed
enterprise.

()

The guarantor or lender is an
economic organization operating
under the Law on Credit Institutions
and the borrowing enterprise or the
guaranteed enterprise is not directly
or indirectly under the management,
control, capital

investment of another party.

contribution or

1.2

Thus, from March 27, 2025, loans
between enterprises and banks, even
when the two parties fall into the case
specified in Article 5.2(d) of Decree
132/2020 but are not managed, controlled
or have their capital contributed the way
mentioned above, will not be considered
affiliate transactions. This partly removes
difficulties for enterprises because they
are not subject to the control of interest
expenses at 30% of total net profit plus
interest expenses plus depreciation
expenses (EBITDA) and they have all
interest deducted when
calculating income tax.

expenses

Adding cases where the parties are in
affiliate relationship

Decree 20/2025 adds 1 case where a party
is determined to be an affiliated party,
“A credit institution with a
subsidiary or a controlling company or an
affiliated company of the credit institution as
prescribed in the Law on Credit Institutions
and its amendments, supplements or
replacements (if any)”.

which is

In addition, other cases in which an
enterprise s the actual
management, control or subject to the
decision of another enterprise in respect
of production and business activities are
also clearly stipulated in Decree 20/2025
as affiliated parties, including independent

under
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1.3

21

accounting branches that declare and pay
corporate income tax.

Non-deductible interest expenses in
corporate income tax periods before
2024 are carried forward to subsequent
tax periods

Decree 20/2025 stipulates that borrowing
enterprises with non-deductible interest
expenses in corporate income tax periods
2020, 2021, 2022 and 2023 will from the
tax period 2024 be treated as follows:

* For enterprises that are not in an
affiliate relationship and do not have
transactions, the

affiliate non-

Novelties on electricity trading activities

Februaryl|l 2025

deductible interest expenses that
have not been carried forward to
subsequent tax periods up to the end
of the tax period 2023 will be evenly
distributed to subsequent tax periods
for the remaining period as
prescribed in Article 16.3(b) of
Decree 132/2020.

* For enterprises that are in an affiliate
relationship affiliate
transactions, non-deductible interest
expenses that have not been carried
forward to subsequent tax periods

and have

shall be treated in accordance with
Article 16.3(b) of Decree 132/2020.

On February 8, 2025, the Government issued Decree 18/2025/ND-CP (“Decree 18/2025”)
detailing a number of articles of the Electricity Law related to electricity trading activities
and situations of ensuring electricity supply. Decree 18/2025 will take effect from the date
of signing, i.e. February 8, 2025, with many notable regulations related to electricity

trading activities.

The electricity buyer with an electricity
consumption of 1 million kWh/month
or more must provide a contract
performance security

According to Article 3 of Decree 18/2025,
electricity buyers
electricity consumption of 1 million
kWh/month or more as registered in the
electricity purchase and sale contract
("Contract") must provide contract
performance security before the Contract
takes effect (except for the case of using
electricity to supply to the headquarters of
state agencies, public service units, armed
forces wunits, political organizations, and
socio-political organizations).

with an average

If the average electricity consumption
registered in the Contract is lower than 1

million kWh/month, but the actual
average electricity consumption in the
last 12 months is from 1 million
kWh/month or more, the parties must
amend the signed Contract and provide
contract performance securities before
the amended or supplemented Contract
takes effect.

The contract performance security may
be a bank guarantee or in another form as
agreed by the parties, with a value
ranging from 10 to 15 days of electricity
consumption calculated based on the
average monthly electricity consumption
registered in the Contract or the average
actual electricity consumption in the last
12 months and the applicable hourly
electricity price.
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2.2 Electricity buyers for production and

3.1

business with a maximum consumption
of 40 kW or more and the power factor
cos@ < 0.9 must purchase reactive power

Article 5 of Decree 18/2025 stipulates that
electricity buyers for production and
business with their own power stations
or have a maximum usage capacity of 40
kW or more as registered in the Contract
and the power factor cosp < 0.9 must
purchase reactive power (except in cases
where the electricity seller does not ensure the
quality of electricity).

In cases where the electricity buyer has a
maximum usage capacity registered in
the Contract of less than 40 kW but has a
maximum actual usage capacity of 40 kW
or more in 3 consecutive meter reading
cycles, the electricity buyer
purchase reactive power

following meter reading cycle.

must

from the

The cost of buying reactive power is the
amount of money the electricity buyer
must pay the electricity seller to cover
additional costs arising as a result of the
electricity buyer using more power than
the prescribed amount of reactive power

2.3

Februaryl|l 2025

and is paid at the same time of paying
power purchase costs.

Regulations on taking electricity meter
readings for production and business

Article 7 of Decree 18/2025 allows the
electricity buyer and seller for non-
domestic purposes to agree on the
number of times to take electricity meter
readings in a month. In case the two
parties cannot reach an agreement,
electricity meter readings will be taken
according to the average -electricity
consumption registered in the Contract
as follows: (1) Under 50,000 kWh/month,
take the meter readings once a month; (2)
From 50,000 to 100,000 kWh/month, take
the meter readings twice a month; (3)
Over 100,000 kWh/month, take the meter
readings three times a month.

In case the average actual electricity
consumption in the last 3 months exceeds
or is lower than the consumption
thresholds as compared to the number of
readings applicable, the electricity seller
and the electricity buyer may negotiate to
adjust the number of times the electricity
meter readings will be taken.

Detailed guidance on special investment procedures

On February 10, 2025, the Government issued Decree 19/2025/ND-CP (“Decree 19/2025”)
detailing the Investment Law on special investment procedures. Decree 19/2025 takes
effect from the date of signing, i.e. February 10, 2025, with the following notable contents:

Sectors in which special investment
procedures are applied

Article 2 of Decree 19/2025 allows
investors to choose to register investment
for projects (except for investment projects
under the authority of the National Assembly

zones, high-tech zones, concentrated
information technology zones, free trade
zones and functional areas in economic
zones in the following 2 groups of
sectors:

(1) Investment in the construction of

in terms of in-principle approval) in innovation centers, research and
industrial parks, export processing development (R&D) centers;
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3.2

investment in semiconductor
integrated circuits, design
technology, = manufacturing  of

electronic components, integrated
circuits (IC), printed electronics (PE),
chips, semiconductors.

(2) Investment in the high-tech sector is
given priority, developing and
manufacturing products on the list of
high-tech products is encouraged
according to the Prime Minister's

decision.
Commitments of investors in the
investment project implementation

proposal

To apply for an Investment Registration
(“IRC”) special
investment procedures, in addition to the

Certificate under
IRC application dossier, investors must
make some mandatory commitments in
the investment project implementation
proposal according to Article 3.2 of
Decree 19/2025. This is an additional
detail compared to normal investment
registration procedures. Specifically, the
investor in the
implementation proposal must make
some commitments as follows:

investment project

(1) Relevant conditions, standards, and
technical regulations according to
the laws on  construction,
environmental  protection, fire
prevention and fighting;

(2) Preliminary assessment of the
project’s conformity with the
conditions, standards, and technical
regulations specified in point (1)
above;

(3) Guarantee to meet the conditions,
standards and technical regulations

Februaryl|l 2025

specified in Point (1) above, not to
perform prohibited acts according to
the laws on  construction,
environmental
prevention and fighting and to take
full responsibility for any failure in

fulfilling these commitments.

protection, fire

3.3 Time of making deposits for project

performance security and refunding the
deposits

Article 4 of Decree 19/2025 stipulates that

after  receiving  the  Investment
Registration Certificates, investors must
make a deposit or submit a guarantee
letter issued by a credit institution to

fulfill the deposit obligation:

(1) before
compensation,

implementing the

support and
resettlement plan approved by the
competent authority (in case the
investor does not pay in advance the
costs of compensation, support and
resettlement); or

(2) before the issuance of the decision on
land lease, allowing to convert the
land wuse purpose (in case the
investor has made an advance
payment for compensation, support,
resettlement); or

(3) within 30 days from the date of
issuance  of the Investment
Registration Certificate (in case
residents at the project site have been
compensated,  supported, and
resettled by the State).

The re-payment of deposits for project
performance security is carried out in 2
stages:

(1) Refund 50% of the deposit or reduce
50% of the guarantee amount at the
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time the investor sends to the
management board of the Industrial
Park, Export Processing Zone, High-
Tech Park, Economic Zone
(“Management Board”) a notice of
commencement of construction
along with the required documents;
and

(2) Refund the remaining deposit and
interest arising from the deposit (if
any) or terminate the validity of the
guarantee letter at the time the
investor sends to the Management
Board the certificate of acceptance of
construction works for putting into
operation.

3.4 Regulations on investment project

implementation

According to Article 7 of Decree 19/2025,
investors are responsible for
implementing the project in accordance
with the provisions of the Investment
Registration Certificate, commitments on

Februaryl|l 2025

construction, environmental protection,
fire prevention and fighting, and are
responsible for any failure in fulfilling
their commitments.

For investment projects subject to
environmental impact assessment, when
registering for investment under special
investment procedures, investors are not
required to prepare an environmental
impact assessment report. For projects
subject to the mandate of an
Environmental License, the investor shall
apply for the Environmental License
before starting construction.

For projects subject to environmental
registration, the investor shall carry out
environmental registration before the
competent authority issues a
construction permit (in cases where a
construction permit is required) or before
discharging waste into the environment
(in cases where a construction permit is not

required).
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Value added tax deduction

In case the Company generates revenue
from the completed volume of basic
construction works and items for which
the State Treasury has deducted 1% of
value added tax (VAT) when carrying out
procedures for payment of investment
capital, the Company must aggregate the
revenue excluding VAT for construction
activities into the Company's VAT
declaration to determine the amount of
tax payable for all production and
business activities. The amount of value
added tax deducted by the State Treasury
will be offset against the amount of VAT
payable by the Company.

Quy Nhon City Tax Department replies to
the question of Tan Truong Phat Television
Media Co., Ltd. in Official Letter No.
176/CCTTP-TTTBTK dated February 5,
2025.

How to determine the tax refund period
to calculate the input VAT amount of
exported goods and services

In case the Company is a business
establishment that has both exported
goods and services and domestically sold
goods and services, the Company must
separately account for the input VAT
amount used for the production and
business of exported goods and services.
In case it is not possible to account
separately, the input VAT amount of
exported goods and services will be
determined based on the ratio of revenue
from exported goods and services
compared to total revenue from goods
and services of VAT declaration periods
from the tax declaration period following
the previous tax refund period to the
current tax refund request period.

Februaryl|l 2025

General Department of Taxation replies to the
question of the Thai Binh Provincial Tax
Department in Official Letter No. 428/TCT-
KK dated January 24, 2025.

VAT on the transfer of a part of a real
estate project

In case an enterprise transfers a part of a
project  to
infrastructure construction, investing in
housing construction as real estate
business, not transferring an investment
project for production and business as
guided in Article 5.4 of Circular No.
219/2013/TT-BTC, the enterprise will
declare and calculate the VAT rate of
10%.

continue investing in

General Department of Taxation replies to the
question the Binh Duong Provincial Tax
Department in Official Letter No. 416/TCT-
CS dated January 23, 2025.

Tax policy guidance on trade discounts
and payment discounts

Regarding invoice issuance:

* In case the Company applies a trade
discount for customers, when
issuing an invoice, the trade discount
must be clearly shown on the
invoice. The VAT taxable price is the
selling price after the trade discount.

* In case the Company has a payment
discount, the payment discount must
not be shown on the invoice.

Regarding tax declaration and payment
on behalf of:

=  For customers who are business
households and business individuals
paying tax according to the lump-
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sum method, the Company is
responsible for declaring and paying
taxes on behalf of individuals
according to Article 7.5 of Decree
126/2020/ND-CP and Articles 10 and
16 of Circular No. 40/2021/TT-BTC.
Business households and individuals
who pay taxes by lump sum method
are responsible for providing
information on tax calculation
methods for organizations to declare
and pay taxes on their behalf
according to regulations.

Februaryl|l 2025

* In case the Company pays trade
discounts and payment discounts to
customers who are individuals who
do not do business, the above
discounts are not subject to the Law
on Personal Income Tax, the
Company will not have to deduct
personal income tax when making
these payments.

Lao Cai Provincial Tax Department replies to
the question of Phu Hung Import-Export
Production JSC. in Official Letter No.
757/CT-TTHT dated February 12, 2025.
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Ministry of Finance proposes exemption and reduction of land rent for agricultural

projects

The Ministry of Finance is seeking
comments on the draft regulations on
cases of exemption and reduction of land
use levies and land rent that have not
been regulated yet in the 2024 Land Law.
In particular, the Ministry proposes
exemption and reduction of land rent for
enterprises investing in agricultural and
rural projects.
Specifically, investment
agricultural projects and investment-

preferential

encouraged agricultural projects will be
exempted from land rent during the
entire basic construction period. After
this time, preferential investment
agricultural projects will continue to be
exempted from land rent for 15 years and
have 50% of rent reduced for the next 7
years.

Meanwhile,
agricultural projects will be exempted
from land rent for an additional 11 years
and have 50% of rent reduced for the next
5 years. For small and medium-sized
enterprises investing in agricultural
projects, the Ministry proposes an
exemption from land rent for 5 years and
a reduction of land rent by 50% for the
next 10 years.

investment-encouraged

In addition, the cases of land leased
annually for agricultural, forestry,
aquaculture, and salt production
purposes that are affected by natural
disasters or fires will also be exempted or
have land rent reduced according to
specific levels of damage.

Previously, the Ministry of Finance also
proposed that the Government submit
the National Assembly a Resolution to
extend an additional 5-year exemption
from agricultural land use tax until the
end of 2030.

According to the Ministry of Finance,
after 20 years of implementing the policy
of exempting and reducing agricultural
land tax, farmers' lives have been
bettered and employment in rural areas
has also been improved. Tax exemption
and reduction lower  state budget
revenue. However, this solution
encourages investment and sustainable
development of the agricultural
economy, in line with the context of
international integration. This helps to
increase  the  competitiveness  of
agricultural products in the context of
international integration.

By vnexpress.net

Proposed time to increase regional minimum wage in 2025

According to information from the
representative of the Vietnam General
Confederation of Labor, at present there
is no specific proposal related to the
content of increasing regional minimum
wage in 2025. However, as usual, this
agency will propose the increase in

March every year, after assessing the
overall socio-economic situation. It is
expected that in late February and in
early March, after the agencies have
completed the merger, the Vietnam
General Confederation of Labor will
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officially propose the regional minimum
wage.

Previously, the Ministry of Labor, War
Invalids and Social Affairs decided to
investigate the labor and salary situation
in enterprises in 2024. The investigation
was conducted at 3,400 enterprises in 18
provinces and cities, representing 8

Februaryl|l 2025

This survey aims to collect information
on production, business, labor, and
wages in enterprises, thereby providing a
basis for the National Wage Council to
consider and calculate the increase in
regional minimum wages in 2025 as well
as serve the management and periodic
announcement of average wages.

economic regions of the country with a By Isvn.vn
large number of enterprises and a
developed labor market.
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No. Document title Issuance | Effective
date date
GOVERNMENT

1 [ Decree 21/2025/ND-CP amending and supplementing | February | February
Article 9 of Decree 26/2023/ND-CP on the Export Tariff | 10, 2025 10, 2025
Schedule, Preferential Import Tariff Schedule, and List of
commodities and their absolute, mixed and out-of-quota
import duty rates.

2 | Decree 20/2025/ND-CP amending and supplementing a | February [ March 27,
number of articles of Decree No. 132/2020/ND-CP on | 10, 2025 2025
prescribing tax administration of enterprises having
transactions with related parties.

3 | Decree 19/2025/ND-CP detailing the Investment Law on | February [ February
special investment procedures. 10, 2025 10, 2025

4 | Decree 18/2025/ND-CP detailing a number of articles of | February | February
the Electricity Law related to electricity trading activities | 8, 2025 8, 2025
and situations of ensuring electricity supply.

5 | Decree 17/2025/ND-CP amending and supplementing a | February [ February
number of articles of the Decrees detailing a number of | 6, 2025 6, 2025
articles and measures to implement the Law on Bidding.

PRIME MINISTER

1 [ Decision No. 232/QD-TTg approving the Project on the | January January
Establishment and Development of a Carbon Market in | 24, 2025 24,2025
Vietnam.

MINISTRY OF INDUSTRY AND TRADE

1 | Circular 05/2025/TT-BCT regulating the power | February | February
transmission, distribution and metering systems. 1, 2025 1, 2025

2 | Circular 04/2025/TT-BCT stipulating the procedure for | February [ February
stopping and reducing electricity supply. 1, 2025 1, 2025

3 | Circular 03/2025/TT-BCT stipulating the documents, | February [ February
sequence and procedures for buying and selling [ 1, 2025 1, 2025
electricity with foreign countries.

4 | Circular 02/2025/TT-BCT regulating the protection of | February | February
power works and safety in the electricity sector. 1, 2025 1, 2025

MINISTRY OF LABOR, WAR INVALIDS AND SOCIAL AFFAIRS

1 | Circular 03/2025/TT-BLDTBXH stipulating standards for | February | April 1,

classifying workers according to working conditions. 11, 2025 2025
GENERAL DEPARTMENT OF TAXATION

1 | Decision 108/QD-TCT promulgating the automatic | January January

personal income tax refund process. 24,2025 24,2025
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