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In brief 

On February 24, 2017, the Vietnamese government released transfer pricing decree No.  20/2017/ND-

CP: “Providing the tax administration applicable to enterprises having controlled transactions” (Decree 

20).  Decree 20, which is effective from May 1, 2017, is understood to apply to taxpayers with a year end 

after this date. 

Importantly, Decree 20 introduced many new transfer pricing reporting and documentation 

requirements as well as new guidance on the tax deductibility of service and interest expenses.  

Taxpayers with December 2017 year ends are required to file the new transfer pricing declaration forms 

and prepare supporting documentation by March 31, 2018.  This represents a significant change from 

prior years and is nine months earlier than the OECD recommended timeline, which may cause practical 

difficulties for many groups. 

 

In detail 

Summary of transfer pricing 

obligations 

Decree 20 sets out new transfer 
pricing compliance 
requirements, including a three-
tiered approach to 
documentation designed to 
collect more tax-related 
information on the business 
operations of multinational 
companies in Vietnam.  In 
addition, taxpayers must 
prepare mandatory disclosure 
form(s) which must be 
submitted with their tax return. 

Transfer pricing 

documentation 

The new approach follows that 
set out in BEPS Action 13 
(guidance on transfer pricing 

documentation and country-by-
country reporting) and 
comprises a master file, local file 
and country-by-country (CbC) 
report for taxpayers that fall 
within the scope of the rules. 

The master file should contain 
information which is relevant to 
the whole group in order to give 
the reader an overview of the 
group’s value chain and its 
important drivers of business 
profit.  The local file should 
contain details of intercompany 
transactions, functional analysis 
information to describe the 
transaction, and an economic 
analysis which supports it.  The 
master and local file should be 
prepared in accordance with the 
‘substance over form’ principle 
introduced by Decree 20, which 

requires taxpayers to ensure 
that the operation of their 
intercompany transactions be 
aligned with the contractual 
representation of those 
transactions. 

A CbC report should be 
prepared by Vietnamese 
ultimate parent companies with 
worldwide consolidated revenue 
in the fiscal year under review 
equal to or exceeding VND 18 
trillion. 

A taxpayer is exempt from 
preparing transfer pricing 
documentation, but not other 
aspects of Decree 20 (see 
below), if one of the following 
conditions is met: 
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 The taxpayer has total revenue 

below VND 50 billion and the total 

value of related-party transactions 

is below VND 30 billion in a tax 

period. 

 The taxpayer concludes an APA 

and submits annual APA reports. 

 The taxpayer has revenue below 

VND 200 billion, performs simple 

functions, and achieves at least one 

of the following ratios of earnings 

before interest and tax to revenue 

on its business: distribution (5%); 

manufacturing (10%); and 

processing (15%). 

The three-tiered transfer pricing 
documentation must be prepared 
before the taxpayer submits its 
corporation tax return, which gives 
taxpayers just 90 days from a 
company’s year-end to complete the 
transfer pricing documentation.  Only 
the CbC report (in the format of Form 
04) prepared by Vietnamese 
headquartered groups needs to be 
submitted to the tax authority.  If a 
group’s current year CbC report is not 
available, which is likely given the 
condensed timeline for transfer 
pricing documentation in Vietnam, 
the prior year’s CbC report may be 
submitted.  For taxpayers with a 
December 31, 2017 year end, transfer 
pricing documentation must be 
prepared by March 31, 2018. 

Transfer pricing declaration 

forms 

Decree 20 introduces new transfer 
pricing declaration forms that require 
the disclosure of detailed qualitative 
and quantitative information.  These 
forms are new and require 
significantly more information to be 
provided to the Vietnamese tax 
authorities than in prior years. 

Form No. 01 requires taxpayers to 
disclose financial information 
segmented by related party and third 
party transactions, names and 
countries of incorporation of 
associated entities, transaction values 
and transfer pricing methods used to 
calculate intercompany amounts.  Any 
difference between the margins 
earned on related party and third 
party transactions may increase the 
taxpayer’s risk profile and trigger 
queries from tax authorities.  
Taxpayers that are exempt from 
preparing transfer pricing 
documentation are still required to 
prepare Form No. 01 and submit it 
with their corporation tax return. 

Form No. 02 requires taxpayers to 
confirm that every document and 
piece of information required by 
Decree 20 to be included in a local file 
is present in the local file.  Similarly, 
Form No. 03 requires the taxpayer to 
declare that all documents and 
information required have been 
included in the master file.  Form No. 
04, which is the CbC report for a 
Vietnamese group, should be 
prepared by Vietnamese ultimate 
parent companies that are required to 
prepare a CbC report.  For groups in 
which the CbC report is prepared by 
an overseas entity, the Vietnamese 
taxpayer is only required to request 
and retain on file a copy of the group’s 
CbC report; there is no requirement to 
prepare Form No. 04.  In the first 
table in Form No. 04 the taxpayer 
must give details of income, taxes and 
business activities by taxpayer and in 
the second details of the entities in 
each tax jurisdiction and their main 
business activities.  

Taxpayers should prepare and submit 
with their tax return any of the four 
transfer pricing declaration forms 

they are required to prepare.  
Corporation tax returns and transfer 
pricing declaration forms must be 
submitted to the tax authority 90 days 
after the year end, which means that 
those with a December 31, 2017 year 
end must submit their returns and 
declaration forms by March 31, 2018. 

Deductibility of expenses 

In addition to many new transfer 
pricing requirements, Decree 20 also 
sets out various new income tax 
deductibility criteria including a new 
interest deductibility rule.   

Taxpayers must now demonstrate that 
services provided by related parties 
provide economic benefit and must be 
able to provide evidence, in the form 
of supporting documentation, as to 
the reasonableness of the service 
charge calculation method.  A tax 
deduction will not be allowed for 
expenses where the direct benefit or 
additional value to the taxpayer 
cannot be determined, which may be 
the case in instances in which costs 
are shareholder or duplicative in 
nature.  Any mark-up applied to a 
third-party expense recharged to a 
Vietnamese subsidiary may not be 
deductible if no value is created by the 
expense. 

Decree 20 has introduced a fixed ratio 
rule which limits tax relief for a 
company’s total interest costs to 20% 
of earnings before interest, tax, 
depreciation and amortization. 
Interest expense in excess of the 
maximum amount is disallowed.  

The takeaway 

There is now more of an onus on 
taxpayers in Vietnam to comply with 
transfer pricing rules.  Positive 
declarations of compliance have to be 
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made in the transfer pricing 
declaration forms, documentation 
must be prepared to support the 
taxpayer’s corporation tax return, and 
evidence must be gathered to support 

the deductibility of intercompany 
expenses.  The deadlines for 
submission of the transfer pricing 
declaration forms and preparation of 
transfer pricing documentation for 

Vietnamese entities with a December 
31, 2017 year end is March 31, 2018 
and is fast approaching.   
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