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HYBRID METHOD FOR CONTRACTS SIGNED IN THE PERIOD
BETWEEN CIRCULAR 134 AND CIRCULAR 197

Deloitte Viethnam

As you may recall, the hybrid method for foreign contractors (“FCs”) (i.e. FCs
pay VAT under the convention deduction method, but pay CIT on withholding
basis on the gross value of the contract) was re-introduced in Circular
Thomas McClelland 197/2009/TT-BTC dated 9 October 2009 (“?ircular 197”) issued by the Ministry
Tax Partner of Finance (“MoF”) amending Circular 134". However, Circular 197 was silent
tmcclelland@deloitte.com on whether the hybrid method would be retroactively adopted for contracts
Tel: +84 8 3911 0727 signed during the transitional period between Circular 134 and Circular 197 (i.e.
from 1 January 2009 to 22 November 2009).
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Tax Partner . . -
ltastan@deloitte.com There have been a number of previous rulings (e.g. Official Letter 3412/TCT-CS

Tel: +84 8 39105330 dated 6 September 2010) from the General Department of Taxation (“GDT”")

and certain provincial tax departments which did not allow adopting the hybrid

method during this transitional period.

Tuan Bui

Tax Partner The MoF, however, has issued Official Letter 6274/BTC-TCT dated 16 May

%P;I-@nglzlgzeécgggeg 2011 to allow the adoption of the hybrid method for a qualified foreign
| contractor’s contract signed during this transitional period. Official Letter 6274

also states that it replaces the aforesaid rulings from the GDT. This positive

Minh Bui development, in our view, would pose an opportunity for FCs who wish to re-

Tax Partner apply the hybrid method for their qualified contracts signed during the

mbui@deloitte.com transitional period but already adopted other FCWT filing methods.
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Please contact any of the Deloitte Vietham Tax specialists listed should you
have further concern on this matter.
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This Alert is published for the clients and professionals of the Deloitte - Vietnam offices. The contents are of a general
nature only. Readers are advised to consult their tax advisors before acting on any information contained in this
newsletter. For more information or advice on the above subject or analysis of other tax issues, please contact us.

If you prefer to receive future issues by soft copy or update us with your new correspondence details, please notify Ms.
Thanh Bui (Hanoi Office, e-mail thanhbui@deloitte.com) or Ms. Trang Dinh (Ho Chi Minh City Office, e-mail
trangdinh@deloitte.com).
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! Circular 134/2008/TT-BTC dated 31 December 2008 issued by the MoF, effective from 1 January 2009 on taxation
applicable to foreign contractors and subcontractors doing business in Vietnam or having income derived from Vietnam.
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