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New approaches taken in tax
audits in Vietnam - involvement of
State Auditor

We wanted to briefly share with readers an interesting development which
we have seen increasingly over the last 12 months, whereby the State Auditor
has become much more frequently involved in tax audit matters.

State Auditor is a body established by and reporting to the National
Assembly. Its main functions include, inter alia, auditing the performance of
agencies and institutions which manage and use the State Budget funds and
assets.

What we have seen over the last year or so is the State Auditor conducting
reviews of provincial tax authorities, and specifically the results of tax audits
performed by them. Typically State Auditor will focus on specific high value
and contentious areas, the main ones to date being the claiming of corporate
income tax incentives, withholding taxes, etc..

Whilst State Auditor is in principle reviewing the provincial tax authority,
this focus on prior tax audits draws in the taxpayer, as State Auditor may
disagree with the results of the tax audit and seek to re-assess taxes. So
effectively the years which have been tax audited already are opened up
again, and the taxpayer has to contend with a new re-assessment of issues
and years which they may hitherto have thought were already "closed".
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In other cases, State Auditor has approached companies directly to review certain areas, again, often for
periods which have already undergone tax audits by the provincial tax authorities. State Auditor will instruct
the provincial tax department to follow up to collect the taxes they believe are due, so in practice the taxpayer
may have to deal with both State Auditor and their local tax office to resolve these areas.

The taxes we have seen being re-assessed have been substantial, with the impact compounded by the
application of interest on overdue tax @ 18% per annum as well as statutory penalties.

Given the loss caused to the State Budget by the various tax reductions, concessions and free trade agreements,
a tougher approach to tax audits was certainly anticipated. As ever, those companies which are well prepared,
and have a robust technical defence and supporting documentation to hand, should have the least to worry
about.

Please contact us if you wish to discuss these developments.


