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Welcome to the fifth edition of the Guide to Taxation in Southeast Asia.

Geopolitics, high inflation and interest rates, supply chain disruptions and the ongoing global pandemic
have slowed the pace of global economic recovery. With the reopening of borders and economies of
various countries, 2023 is set to see the ASEAN region forging ahead. Businesses are expected to raise
their business activities to pre-pandemic levels, driving a robust economic recovery, and subsequently
attract more foreign direct investors.

The ASEAN region and China are each other’s largest trading partners as well as essential investment
partners. The ASEAN economy will continue to make strong progress in 2023, with bilateral trade
expected to achieve even greater heights.

An important point to note is that taxation will continue to be a key factor to consider for Chinese
investors looking to invest in this region. In recent years, tax governance has become a key consideration
for business organisations, especially in the areas of tax transparency and tax compliance. Globally, many
tax authorities have mandated a global tax reset, underpinned by tax reforms, resulting in companies
having to contend with a much higher compliance requirement. These changes may pose challenges for
Chinese companies investing in the ASEAN region.

This guide contains the latest investment and tax insights of all ten countries in the ASEAN region.

Thank you for your continuous support. | hope you find this guide helpful and informative. If you would
like more information, please reach out to any of our Chinese Services Group members.

WE Sincerely
Yee Wing Peng

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

EX Country &% Name E8iE Phone EBHE Email

X3 BB

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

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

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

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

Malaysia Tham Lih Jiun +603 76108875 litham@deloitte.com

4 ]

Myanmar Aye Cho +95 1230 7364 aycho@deloitte.com
E[E =

Philippines Senen Quizon +63 288571569 smquizon@deloitte.com
Eillipd TR

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

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

A ERN

Vietnam Tuan Bui +84 24 7105 0021 tbui@deloitte.com
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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.

09



Rl HIERE—2023 | XRKRSER

Guide to Taxation in Southeast Asia - 2023 | Brunei Tax Highlights

2.0 1B\l

Corporate taxation
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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:

e 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

e 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.



Rl HIERE—2023 | XRKRSER

Guide to Taxation in Southeast Asia - 2023 | Brunei Tax Highlights

211 sREHTHE
x

2.12 ZERATRHRAE
x

2. 13 HBEME
TEWASIJEZTAERS
Bk -

BELAKBYIZEHUESZE
BSFIEA -

MEBE OISR S) a] 35 Y
1% 0 [ 78 5 2= G an fth 2 3%
A RERIHK -

12

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

3.1 RR

TERBEZNFEEARA
FIEEREMRA - XK A=
X 2SR AL BRI R -

3.2F2
U FIREENRANN R
BN 5% TR -

3.3 HFIFNERZ
S FIRERMNR AN EN
2R BN 0% R TR B <

3.4 RARBS &
BRARRSBAAMNI0% IR
NFRZE S JAR - Tl
IR R A B A 810%
TR -

3.5 FRAFFBLC LB
x

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 toa 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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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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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 (OCP/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. Tax payer is required to submit its
general ledger and tax schedule (where applicable) from
year of assessment 2022.

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

6.5 Rulings
Advance rulings are not granted.
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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 ItESa MM EXK
Compliance for individuals

9.1 JHFE 9.1 Tax year

HOFE - Calendar year.

9.2 BBIRHM 9.2 Filing and payment
¥ No

9.3 i 9.3 Penalties

¥ No

10.0 1218 F/
Value added tax

10.1 R 5 10.1 Taxable transactions

NEHTIBERIEER - Brunei does not have a VAT or
sales tax.

10.2 #i=E

o 10.2 Rates
No

10.3 &ig

o 10.3 Registration
No

10.4 BRI

o 10.4 Filing and payment
No
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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 Qualified
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); (i) 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 (ii)
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.

Cambodia 23
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Corporate taxation
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24 Cambodia

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

that is 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.

However, for resident individuals who meet residency
criteria in Cambodia and nonresident taxpayers (including
both nonresident individuals and nonresident legal entities)
would be subject to CGT at a rate of 20 percent and shall
submit a tax return and remit CGT payable to the tax
administration within three months after the capital gain is
realised. The Ministry of Economy and Finance (MEF) and
the General Department of Taxation (GDT) issued guidance
on capital gains taxation that was intended to apply as
from 1 July 2020 but may postponed until the end of 2023.
Hence, the expected implementation date may be in 2024.

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 (i) 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.
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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.

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 0 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).

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 subjecttoa 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 and a 10 percent
withholding tax for rental payment made to a resident
individual. Rental payments made to a self-declaration
taxpayer are exempt from withholding tax if supported
by proper documentation.

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.
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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 Law. The term

“contributory wage” refers to the wage, before tax, that

is used to calculate pension contributions. The minimum

contributory wage is KHR 400,000 (approximately

USD 100) and the contributory wage cap for any other

workers covered under the Cambodian labor laws is KHR

1.2 million (approximately USD 300).

e First phase: For the first five years, the contribution rate
will be 4% of the contributory wage (i.e., 2% contributed
by the employee and another 2% contributed by the
employer).

e Second phase: For the next five years, the contribution
rate will be 8% of the contributory wage.

* Third phase: The contribution will increase by 2.75% of
the contributory wage for the next 10 years and further
increase by another 2.75% in the subsequent 10-year
period.
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The commencement date for paying compulsory and
voluntary pension contributions is officially implemented
effective from 1 October 2022 onward.

The sub-decree also provides the payment, reporting
and condition to withdraw procedures.

For public sector employees or worker, it will be
determined in a separate sub-decree.

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.

Cambodia 31



HREIHIIEE—2023 | RIGFEHFER

Guide to Taxation in Southeast Asia - 2023 | Cambodia Tax Highlights

5.0 Sz 315 A
Anti-avoidance rules

5.1 ¥iLEM
SRIBEMG 7 — MR TFRILEN
R - NRHBERETTEER
ULENHRBM (ES -

REFZBENRZUNEFERF
RZIRN - MR A MIHIT O
MM DIEE SRR 5 M B/
PNERZRGUR - AE—IMRHE
BRFRZSZMUR - AR
MRAMIERZ— (i) IR
MR 550 gl mm NS =
ERGRAEEES ;N (1)

OIfE L ERAIEE - PUHRED
BRES -

BZROIRA RS HREH-NA
MEEREMN A - AILEIFREM
5~ BEENE - AR
&~ MED ENENZ S % M=
& BEIRA BEIRIAAT
BENZARERSEN T AT
EERAEE M -

5.2 A5
RALEXNWHERAFZEAN - BZ
MHEABFNERSMNEERE L
FRZ50%MFIFMSUTA - Nk
FRUWA -

5.3 RESEAT
x

54 ERIREEX
EWHAEBDHRSFSE (GDT)
RRWBEMFEMRBREKP
KERZZIER -

32 Cambodia

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 (i) 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 as mentioned in
section 4.4.
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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.

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 or 25th day of the
following month for e-filling.
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10.5 VAT on digital goods and services

VAT applies on electronic supplies of digital goods and
services or other e-commerce activities for domestic
consumption that are made by non residents that do
not have a permanent establishment in Cambodia. The
effective date of the implementation of Prakas No. 542
has been delayed until 31 March 2022.

Nonresidents that supply digital goods or services
electronically to, or that use electronic systems to conduct
other e-commerce activities from overseas for, consumers
in Cambodia are required to register in Cambodia under
the simplified VAT system as self-declaration taxpayers for
VAT purposes only if their turnover from those activities
reaches a certain threshold. However, the requirement
for registration with the GDT and VAT reverse charge
implementation between nonresident supplier and

its Cambodian subsidiaries or branches is exempted.

This is subject to notify to the GDT by the Cambodian
subsidiaries and branches on such circumstances.

Under the B2C model, the non residents taxpayers are
required to file VAT returns on a monthly basis and pay
the tax to the tax authorities.

For B2B model, the non resident taxpayers are also
required to file VAT returns on a monthly basis but
they are not required pay the tax to the tax authorities.
Instead, the resident taxpayers that purchase digital
goods or services electronically from, or that otherwise
enter into e-commerce transactions with the non
resident taxpayers are required to collect output VAT
based on the “reverse charge mechanism” by filing VAT
returns and paying the tax to the tax authorities.

However, if self-declaration taxpayers fail to settle
relevant payments to nonresident suppliers directly using
their own bank account number and enterprise name,
they will be deemed to be non-registered self-declaration
taxpayers and the nonresident suppliers will be required
to collect and remit the VAT to the General Department
of Taxation as if the transactions had occurred under the
B2C model.

Cambodia 39
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1.1 Currency
Indonesian Rupiah (IDR).

1.2 Foreign exchange control

Individuals departing from Indonesia with cash and/or
other forms of payment instrument with a value of at
least IDR 100 million (or the equivalent in any foreign
currency) must notify the Indonesian Customs and Excise
authority. Individuals entering Indonesia with cash and/
or other forms of payment instrument with a value of

at least IDR 100 million (or the equivalent in any foreign
currency) must notify the Indonesian Customs and Excise
authority, and also, upon arrival, enter the red line (Jalur
Merah), subject to physical checks by the Customs and
Excise authority.

Indonesia does not prohibit the transfer of funds to

or from foreign countries. However, for transfers/
remittances from Indonesia of at least USD 100,000

(or the equivalent in any foreign currency), the person
undertaking the transaction or remittance must provide
underlying documentation, that will be provided

to Bank Indonesia by the relevant bank. All cash or
non-cash transactions carried out in Indonesia, by
residents or nonresidents, must use IDR. Exemptions
may apply to: certain transactions within the framework
of implementing the state budget, the acceptance or
provision of grants (hibah) from or to an overseas party,
international trade transactions, foreign currency bank
deposits, or international financing transactions.
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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.

There is an official list of sectors that are closed (in whole
or in part) for foreign investments; sectors that are

not included in the list are considered fully opened for
foreign investment.

A branch of a foreign corporation normally is not
permitted to engage in sectors on the list, except for
entities providing banking services meeting foreign
ownership requirements. 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.
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Corporate taxation
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2.1 Residence

A company is an Indonesian tax resident if it is
established or domiciled in Indonesia, or if its place of
effective management or control is in Indonesia.

2.2 Basis

Resident companies are taxed on worldwide income with
tax exemptions available for dividend and foreign source
business income if certain criteria are met. 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 business income) gains from the
sale of assets; and passive income, such as dividends,
interest, and royalties.

2.4 Taxation of dividends

Dividends paid by an Indonesian limited liability company
to a resident company or entity are exempt from income
tax. Dividends received by a resident company or body
from overseas source is subject to income tax. Tax relief
is available for overseas sourced dividends that fulfill
certain criteria.
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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

Tax 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
of specific industries in certain areas. The carryback of
losses is not permitted.
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2.7 Rate

The standard corporate income tax rate is 22 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 up to IDR50 billion receive a 50 percent
reduction in of the corporate income tax rate imposed
on taxable income that is attributable to the initial
taxable income of 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 earn 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

Dividends paid by an Indonesian limited liability
company to a resident company or entity are exempt
from income tax.

2.12 Holding company regime
No

2.13 Incentives

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, i.e., 19%.

A tax holiday regime is available for new investment or
business expansions in certain pioneer industries.
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.
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Tax allowances 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. The incentives include a 30 percent investment
allowance (5 percent per year over 6 years), accelerated
depreciation and/or amortization, an extended
carryforward of losses up to 10 years, and a reduced
withholding tax rate of 10 percent on dividends paid to
non residents.

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 unless the rate is reduced under
a tax treaty. 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. A 10 percent final withholding tax is
imposed on dividends paid to a tax resident individual
although an exemption is available where certain criteria
are met.

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. A reduced WHT rate of 10% applies as of 2 August
2021 to interest payable to nonresidents on bonds
issued by government and non-government agencies,
including sharia bonds.

Interest paid by a domestic taxpayer (other than a bank)
to an Indonesian 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.

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

For tax purposes, “royalties” generally refers to any charge
for the right to use certain tangible or intangible assets or
know-how in Indonesia, as well as the transfer of a right to
use intangible assets or know-how in Indonesia.

3.4 Technical service fees

A 20 percent withholding tax is imposed on technical
service fees remitted abroad unless the rate is reduced
under a tax treaty.

A 2 percent withholding tax applies on gross payments
made by a domestic taxpayer to a resident taxpayer for
technical, management, consulting services and rentals
(except for land and building rentals, which are subject to
a 10 percent final withholding tax). Payment of technical
services provided by resident individuals are subject to
employee income tax. Payments for construction services
are subject to withholding tax at rates ranging from
1.75% 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 remuneration paid to 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 0.5 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), 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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Employed resident individuals must make social

security contributions (old age savings) of 2% of monthly
compensation, and a pension plan contribution of 1%
(with a certain salary cap). An employed individual also

is required to make a healthcare contribution of 1% of
monthly compensation (subject to a monthly cap). An
employee may add other family members in return for an
additional 1% contribution per family member, per month.

4.5 Stamp duty
Certain documents are subject to stamp duty at a nominal
amount of IDR 10,000.

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. A land
and building acquisition duty of a maximum of 5 percent
of the higher of the acquisition value or the tax object
sales value (nilai jual objek pajak (NJOP)). Various exception
apply, including on transfer in connection with a merger or
transfers to relatives.

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 related counterparties 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 is determined (including the transfer pricing
methodology). The Indonesian tax authorities have
issued detailed transfer pricing guidelines.

5.2 Thin capitalisation

The Minister of Finance (MoF) is authorized to specify
the limitation on deductible borrowing costs based

on internationally accepted methods, such as debt-to-
equity ratio (DER) borrowing costs compared to EBITDA
(earnings before interest, taxes, depreciation, and
amortization), or other methods. To date, the MoF has
specified a DER of 4:1.
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5.3 Controlled foreign companies

The MOF is authorised to determine when a dividend

is deemed to be derived from an unquoted foreign
company, where an Indonesian resident taxpayer (alone
or collectively with other Indonesian resident taxpayers)
holds, directly or indirectly, at least 50 percent of the
total paid-in capital or voting rights of the unquoted
foreign company, with the 50 percent threshold criterion
applied at each level. If no dividends are declared or
earned from the foreign company, the Indonesian
resident taxpayer must calculate and report a deemed
dividend in its annual income tax return. The dividend
will be deemed to be received 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.

The amount of the deemed dividend is the total amount
of dividend to which the Indonesian resident taxpayer

is entitled in proportion to its capital participation in

the foreign company from the net passive income of
the foreign company (including certain rental income,
interest, dividends, royalties, and gains on the transfer
of assets).

5.4 Disclosure requirements

A taxpayer must provide certain information regarding
transactions with related parties and a declaration
regarding the availability of the required transfer pricing
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
for 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 where the resident
company has related party transactions and has: (i)
gross revenue in the preceding tax year exceeding
IDR50 billion; (ii) tangible goods transactions with a
related party in the preceding tax year exceeding
IDR20 billion; (i) interest, royalties, services or other
transactions involving intangibles with related parties
in the preceding tax year exceeding IDR5 billion;

or (iv) transactions with affiliated parties located in
jurisdictions 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 prepare a
ChC report, along with a master file and a local file.

Taxpayers must provide the necessary information to
ascertain whether they have an obligation to submit a
ChC 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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Compliance for corporations
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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

Indonesia uses a self-assessment system for income
tax. The deadline for payment of the monthly income
tax installments is the 15th day of the following month.
The deadline for payment of withholding tax is the 10th
day of the following month. VAT and annual income

tax payments must be made before the relevant tax
returns are filed. Monthly income tax returns must be
filed by the 20th day of the following month; whereas the
deadline for monthly VAT reports is the last day 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, and is charged at a variable rate
linked to the predetermined monthly interest rate set by
the MoF.

6.5 Rulings

A taxpayer may request confirmation from the DGT
regarding the application of the tax law or a particular
procedure where this is unclear. There is no timeframe
for the DGT to respond to such requests. The ruling
applies only to the taxpayer that files the request.
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7.1 Basis

A resident individual is taxed on his/her worldwide gross
income, less allowable deductions and nontaxable
income. A nonresident is taxed only on Indonesia-source
income. A foreign citizen who is a resident of Indonesia is
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 an Indonesian tax resident where the
individual resides in Indonesia, is present in Indonesia
for 183 days or more in any 12-month period, or is
present in Indonesia and intends to reside in Indonesia.
An individual is a nonresident if he/she is present in
Indonesia for less than 183 days and has 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 fulfills her tax
obligation jointly with her husband. A family is considered
a single economic unit, but a married woman who has
prenuptial agreement with her husband or who chooses
to fulfill her tax obligation separately from her husband is
obliged to register for a separate tax ID.

7.4 Taxable income
Taxable income includes remuneration from
employment, business profits, 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 standard progressive individual
income tax rates. Gains on sale of shares listed on
Indonesia Stock Exchange are taxed at 0.1 percent (final
tax) of the transaction value. An additional tax rate 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 earning,
collecting, and maintaining taxable income. Personal

tax reliefs 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 IDR60
million of annual taxable income; 15 percent on amounts
exceeding IDR60 million up to IDR250 million; 25 percent
on amounts exceeding IDR250 million up to IDR500
million; 30 percent on amounts exceeding IDR500 million
up to IDR5 billion; and 35 percent on amounts exceeding
IDRS5 billion.

Allincome 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 0.5 percent final income tax on the gross
revenue exceeding IDR 500 million. Individual may opt

to instead to be subject to the standard progressive
individual income tax rates by submitting a notification to
the DGT.
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8.1 Capital duty
There are no duties on capital or assets, apart from the
land and building tax, but various registration fees apply.

8.2 Stamp duty
Certain documents are subject to stamp duty at a
nominal amount of IDR 10,000.

8.3 Capital acquisitions tax

The acquisition of land or a building is subject to land
and building acquisition duty of a maximum of 5 percent
the higher of the acquisition value or the NJOP, 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 0.5 percent of the value of the property
in rural and urban areas, as determined by the relevant
authority.

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 (with certain salary cap).
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 following the
end of the relevant 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 a 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 and 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/

or taxable services. This consists of delivery of taxable
goods and/or taxable services within Indonesian
customs territory (territory in Indonesia that is subject
to Indonesian Customs Law), import of taxable goods,
utilization of offshore taxable intangible goods and/or
offshore taxable services in Indonesia, and export of
taxable goods and/or taxable services by a VAT-taxable
entrepreneur. 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 a good's 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.

Transactions carried out through electronic systems
(PMSE) are subject to VAT. The DGT 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 (LST).
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10.2 Rates

The standard rate is 11%. VAT on exports of taxable
tangible goods, taxable intangible goods, and taxable
services is zero- rated. Certain deliveries of taxable
goods and/or taxable services are subject to special VAT
base.

LST rates range from 10 percent to 200 percent,
depending on the type of luxury goods. Export of luxury
goods are subject to O percent LST.

10.3 Registration

Entrepreneurs who deliver of taxable goods and/or
taxable services exceeding IDR4.8 billion in a fiscal

year must register for VAT purposes and issue VAT
invoices 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 taxable
services from abroad is the 15th day of the month
following the period when the VAT becomes due.
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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. Currently, the Bank of Lao PDR
allow people to exchange foreign currency at commercial
bank only.

1.3 Accounting principles/financial statements

The Lao Financial Reporting Standards (LFRS) is now fully
enforced for non PIE entities in 2021. 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.

Note:In 2021, 80% of the non-PIE have reported and
prepared the FS based on LFRS FS template (guideline)
and LFRS chart of account only but still not in full
compliance on LFRS. The non PIE entities need to make
sure that companies have comply with LFRS principle as
much as possible in FY2022, and then prepare the Gap
report of compliance and non-compliance items to show
that the companies have made great efforts in solving
and complying with.

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.

2.4 Taxation of dividends

Dividend income is not taxable income and not subject
to the calculation of corporate income tax if the dividend
distribution was paid income tax already.
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2.5 Capital gains

There is no specific mention the capital gains rule under
the law on income tax. However, 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 0.1% rate applies for period 3 years for micro
enterprise who registers the enterprise registration
certificate “ERC" and voluntarily enters in Value Added
Tax system.

A 3% rate applies for period 3 years for newly
established small-sized enterprise who voluntarily
enters in Value Added Tax system.

A 5% rate applies for period 3 years for newly
established medium-sized enterprise who voluntarily
enters in Value Added Tax system.

A 5% rate applies to entities that conduct business activities
in the education, health care, and innovation sectors;
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* 13% rate (Article 16 of Law on Income Tax) 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;
A 22% rate applies to entities that produce, import, and
supply tobacco products;

In 2022, there is no CIT rate for mining. It seems that
the CIT rate for mining business is complied with
Concession Agreement with Lao government. If no, it
will comply with normal CIT rate of 20%.

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 6 percent,
depending on the type of services:

- 1.4% is for agriculture and handicrafts;

- 2% is for industry and manufacturing;

-3% is for service and trading; and

- 6% is for energy and mine.
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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
Ataxonland 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. Up to a maximum of
LAK247,500 per month.

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 0% to 110% percent.
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Anti-avoidance rules

5.1 #BitEMH 5.1 Transfer pricing
ZHMWIATEULENILESE Current legislation makes reference
TREEHEANEALENAN - to the OECD transfer pricing rules.
B2 B RAERUENT However, there currently is no

Al - mechanism in place for enforcement.
5.2 HAREIE 5.2 Thin capitalisation

¥ No

53 2EHELT 5.3 Controlled foreign companies
¥ No

54 ERMWEEKX 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 working 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 working 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.



7.0 DPARRUT

REHUIER—2023 | EHHSER
Guide to Taxation in Southeast Asia - 2023 |Laos Tax Highlights

Personal taxation

7.1 {ERE R
FF A MLTE 52 B 2 #4193 2 3K
WAAERR -

FEEMAHRA
PAFRBHARBNARER
AEX - HEMRNMANEER
FEEZMB83X - s U EE
THMEA WAL - BRIFiX
MAZBSEAFHERFEN
BTN -

7.3 BIRERF
ARUERS PR -

7.4 NWHBLFR S &R

PR ABHMPRSH - BRIE
HEHR  MEEWATH
M FER (Dl "
B -

=z

SESEN E?Xﬂg ﬁhﬁ’fiﬁﬁﬁ
% BAAE  HEWA B
EEERJ_%HQ)\ Ef)%%éﬁguﬁlf\
SREFLNRER - BRIFE
I

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

Employees may get a tax deduction if they provide
annual financial support to qualified dependents (i.e.,
parents or children under 18 years old) who are unable
to work and have no income. The deduction is allowed
for up to three dependents per taxpayer, capped at LAK
5m per dependent or LAK 15m per year.

Allowances in cash or in kind are subject to individual
income tax. However, overtime received by an
employee whose basic monthly salary does not exceed
LAK 2 million is exempted from individual income tax.

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 0 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 on land 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%. Up to
a maximum of LAK247,500 per month.

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. A fine of LAK 500,000 per month
applies for late filing. 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 7% with effect as from 01 January
2022 to forward. Certain goods and services are exempt,
and a zero rate applies to exports. Service fees paid to a
nonresident company are subject to 7% percent VAT.

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

10.4 Filing and payment

1.Import goods shall pay VAT at the import checkpoint or
the National Treasury office or at the bank account of the
National Treasury;

2.Individual, legal entities or organizations conducting
business which registered in VAT system shall submit

file and pay not later than 20th of the following month
through the National Treasury office or at the bank with a
National Treasury account;

3.Purchaser of services from a non-resident and not
registered in Lao PDR or purchased services from
resident but non-registered in Lao PDR have to pay VAT
and there are separate in two cases as follow:

3.1. Individuals, legal entities or organizations conducting
business which registered in the VAT system must not
pay VAT later than 20th of the following month;

3.2. Individual, legal entities or organizations conducting
business that are not in the VAT system must pay VAT
withing fifteen days after making a payment to supplier.
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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 company is resident in Malaysia if its management and
control are exercised in Malaysia.

2.2 Basis

Resident companies and limited liability partnerships are
taxed on income accruing in or derived from Malaysia
and generally are taxed in income received in Malaysia
from outside Malaysia (prior to 1 January 2022, foreign-
source income generally was tax exempt, except for
resident companies carrying on a business in the banking,
insurance, air transport, or shipping sectors). Foreign-
source dividend income received by resident companies
and limited liability partnerships from 1 January 2022 to
31 December 2026 is tax exempt, subject to certain other
conditions being fulfilled as stated in the exemption order
published in the government gazette. All nonresidents

in Malaysia are exempt from the imposition of tax on all
foreign-source income received.

2.3 Taxable income

Taxable income comprises all earnings derived from
Malaysia, including gains or profits from a business,
dividends, interest, rents, royalties, premiums or other
earnings. Income derived from outside Malaysia and
received in Malaysia (i.e., foreign-source income) also

is taxable, except for foreign-source dividend income
received by resident companies and limited liability
partnerships from 1 January 2022 to 31 December 2026,
which is tax exempt subject to certain other conditions
being fulfilled as stated in the exemption order published
in the government gazette.

2.4 Taxation of dividends

All companies in Malaysia are required to adopt the single-
tier system (STS). Dividends paid by companies under the
STS are not taxable.
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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% for such
disposals of property made within 3 years after the date
of acquisition. The rates are 20% and 15% for disposals in
the fourth and fifth years after acquisition, respectively, and
10% for disposals in the sixth year after acquisition and
thereafter. For a company incorporated outside Malaysia
, the rate is 30% for disposals made within five years and
10% for disposals in the sixth year and thereafter.

2.6 Losses

Losses may be carried forward for 10 consecutive 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 for the year of
assessment (YA) ) is 17% on the first MYR600,000, with the
balance being taxed at the 24% rate. For YA 2022, a special
one-off tax known as the “Cukai Makmur” is imposed on
companies generating high income during the COVID-19
pandemic period (i.e., chargeable income up to the first
MYR100 million in the basis period for YA 2022 is taxed

at 24%, and any chargeable income exceeding MYR 100
million is taxed at a 33% rate).
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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% of the
audited accounting profit, provided it fulfills the substance
requirements specified in the relevant legislation.
Otherwise, the standard corporate tax rate of 24% will

apply.

2.10 Foreign tax relief

Foreign tax paid may be credited against Malaysian tax
on the same profits (limited to 50% 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.

2.11 Participation exemption
No, but 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% 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.
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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% allowance on capital investments made up to 10
years); accelerated capital allowances; double deductions;
and reinvestment allowances (i.e., a 60% allowance on
capital investments made in connection with qualifying
projects). An incentive in the form of accelerated capital
allowances and automation equipment allowances is
available 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.
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3.1 Dividends
Malaysia does not levy withholding tax on dividends.

3.2 Interest

A withholding tax of 15% generally 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% generally applies to royalties
paid to a nonresident, unless the rate is reduced under
a tax treaty.

3.4 Fees for services

A 10% withholding tax generally applies to the rental
of movable property and to service fees paid to a
nonresident for services rendered onshore (with no
distinction made between technical and non-technical
services), unless the rate is reduced under a tax treaty.
Fees paid to a nonresident for services rendered
offshore are exempt from to withholding tax.

3.5 Branch remittance tax
No

3.6 Other gains or profits

A 10% 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 contributions

Both the employer and the employee are required to
make contributions to the Social Security Organisation
(SOCSO). The employer generally contributes 1.75% 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% for employees
with monthly remuneration up to MYR 5,000) and 11%

of the employee’s remuneration, respectively. Both the
employee and the employer contribute 0.2% 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% of
the value of property transfers, and at 0.3% on share
transaction documents.

4.6 Transfer tax
No, except for stamp duty.

4.7 Other
Equity requirements for companies 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 (ChC)
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 Interest deduction limitations

Earnings stripping rules (ESRs) are applicable that 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, taxes,
depreciation and amortization (tax EBITDA).

5.3 Controlled foreign companies
No CFC rules.

5.4 Economic substance requirements:

Generally, for tax incentives to be granted, companies
must meet a “substantial activity” requirement. To meet
this requirement in the context of non-intellectual
property regimes, a company must: (i) have an adequate
number of full-time employees in Malaysia to carry out

a qualifying activity; and (i) incur an adequate amount of
annual operating expenditure to carry out a qualifying
activity, or have an adequate investment in fixed assets in
Malaysia to carry out the qualifying activity.

5.5 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% 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 and payment

Malaysia operates a self- assessment regime. Advance
corporate tax (estimated 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 request 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.
An exemption order published in the government
gazette, all types of foreign-source income received

by resident individuals from 1 January 2022 to 31
December 2026, except for resident individuals carrying
on a partnership business in Malaysia (prior to 1
January 2022, foreign-source income generally was tax
exempt in Malaysia). All nonresidents in Malaysia are
exempt from the imposition of tax on all foreign-source
income received.

7.2 Residence

Individuals are considered tax residents if they are 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 business,
employment, dividends, interest, rents, royalties,
premiums, or other earnings. Employment income
includes most employment benefits, whether in cash
or in kind. Income derived from outside Malaysia
and received in Malaysia (i.e., foreign-source income)
also is taxable for resident individuals carrying on a
partnership business in Malaysia.
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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% for such disposals of property made within 3
years after the date of acquisition. The rates are 20%
and 15% for disposals in the fourth and fifth years after
acquisition, respectively. The rate for disposals in the
sixth year after the date of acquisition or thereafter is
0% (reduced from 5% with effect from 1 January 2022).
For disposals by an individual who is not a citizen and
not a permanent resident, the rates are 30% and 10%
for disposals within and after 5 years after acquisition,
respectively. In general, a citizen or a permanent
resident may elect to claim 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%
for resident individuals. Individuals who do not meet the
residence requirements are taxed at a flat rate of 30%.
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8.1 Capital duty
No

8.2 Stamp duty

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

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

8.4 Inheritance/estate tax
No

8.5 Net wealth/net worth tax
No

8.6 Social security contributions

Both the employee and the employer are required to
make contributions to the EPF at a rate of 11% and
12% (13% for employees with monthly remuneration
up to MYR5,000) of the employee’s remuneration,
respectively. Both the employee and the employer
also contribute 0.2% of the employee’s remuneration
(capped at MYR4,000 a month) to the EIS.
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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
(subject to exceptions.

Service tax is imposed on prescribed taxable services
including, among other things, digital services, domestic
air passenger transport, telecommunication services,
provision of accommodation, food and beverages,
services in health and wellness centers and golf clubs,
certain professional services, and delivery services

for goods, including delivery services provided by
e-commerce platforms. Imported taxable services
acquired by a consumer in Malaysia from any person
(vendor) outside Malaysia also are subject to service tax.

Foreign providers of digital services that meet the
registration threshold (MYR500,000 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. 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 rate is 10%. A 5% rate applies
to prescribed taxable goods. The service tax rate is
6%. 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 MYR1.5 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).

Where service tax on imported taxable services is to
be paid to the authorities under the reverse-charge
mechanism, it must be paid within one month after the
month in which the Malaysian business recipient of the
service (i) makes the payment to the overseas vendor,
or (i) 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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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. Additionally, an application is required to
submit at the Foreign Exchange Supervisory Committee for
remitting the foreign currency payment abroad. However,
companies registered under the Myanmar Investment Law
(MIL) and Special Economic Zone Law (SEZ) 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 2022-2023. Financial statements must be
prepared annually and incorporated entities’ financial
statements must be audited, unless the company falls
under the category of a small company.

For tax filing purposes, all taxpayers now are required
to file under the self-assessment system ((SAS). Under
the SAS, a company is not required to submit audited
accounts along 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.
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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 22% tax rate (reduced from 25% as from 1 October
2021) applies to companies incorporated under the
Myanmar Companies Law, state-owned enterprises, and
businesses carried out with a permit from the Myanmar
Investment Commission. However, 25% tax rate will be
applicable to Oil and Gas Companies from 1 April 2022.
Companies listed on the Yangon Stock Exchange are
taxed at a reduced rate of 17% (reduced from 20% as
from 1 April 2022) on their total net taxable profits.

A branch of a foreign company is taxed at a 22%
rate (reduced from 25% as from 1 October 2021) on
Myanmar-source income

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.

107



Rl HIERE—2023 | AEkSER

Guide to Taxation in Southeast Asia - 2023 | Myanmar Tax Highlights

3.0 e

Withholding tax

3.1 R
N aERNIFEENRSR
EAER -

3.2
BERZMNMISANE ; =
MEIFERNF BFLI5%H =
I - NIFEESHINERT
AER Y 2 - FRUAA
B -

3.3 HIFNERZ

S AERMNFEFNERTEMR
HMI0%BMIIER ; ZITLRIF
EEMNRIFRERZ - WEZ15%
fem -

3.4 RARBS &
ozE Mmm Hih"

3.5 32 AL FEC L5
x

3.6 Hftt
BIFEREZNERAGEANED
MRS FRIN - EM2.5%

IR - BUFHL MG fE R A
FERIZIMMBERNEY - R
5 B AIBIIN2%M2.5%H
TR -

108

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.
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5.3 REZESEAT 5.3 Controlled foreign companies
¥ No

54 EEREEXK 5.4 Disclosure requirements

- No
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Compliance for corporations
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6.1 Tax year
Fiscal year runs from April to March since 1 April 2022.

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. Transactional tax return 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 transitioned into
Self-Assessment System (“SAS") for all foreign companies
and branches from 1 October 2020. Under the SAS, the
taxpayer files an annual tax return and assesses its own tax
liability.

Advance payments must be made quarterly for corporate
income tax, based on the previous income year's income
tax payable after considering advance tax payments

on imports / exports and withholding taxes suffered in
previous 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 confirmation for Self-Assessment (“SAS-1") issued by
the Internal Revenue Department (“IRD"). Under SAS, the
taxpayers are not required to wait for SAS-1 to pay the
final tax due. The taxpayers can pay the final tax due at
the time of filing the annual return. Excess tax paid may
be refundable once the tax office has authorised and
approved the refund.

The companies and businesses as employers are
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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.

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 B R

PrAMe AREENIRSE
E - #A9ESN TIENAE AR
WITHEWA R - BEAMIAR
IRFALRR -

FRABERNINEANL - E4H
BIRA LIRSS P SERFR A
B o JFEESNEALNAREIS
ETA AT «

7.2 BRMHBA
MSMBEALTEENRFTEANTA
GEEEMVI83X - BIRMAARE
EPBA -

7.3 BIRES

BRI THERMIMIAK DAL
FERERX M BIRIAHBBIR
B o SERIEADIFEZIRE -

7.4 NAFL RS &R
MRS B TRMBANG
MBEKRETWHAE  ZEFf
B rlm e E B sRIR
WA -

7.5 BXHE

ER - ERSNEALEIFERESI
EALE QM ERILREAR
Pt BHEY > E &
W RAZR ™~ RR ~ 55
%) MW - FHRAEWI10%
ARG -

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 is deductible.

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 3% to 30%.

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 22%
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

The Myanmar tax year has changed to 1 April to 31
March (from 1 October to 30 September) with effect
from 1 October 2021 for all entities incorporated/
registered in Myanmar. There is an “interim budget
period” to accommodate the transition period from 1
October 2021 to 31 March 2022.

9.2 Filing and payment

Individual receiving only salary income is not required

to file a separate annual tax return at the end of the tax
year. Employers are responsible to withheld the relevant
taxes at the time of salary payment to the individuals.

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 personal income tax on income other
than salary, 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”.
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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 by the manufacturer.
The importers shall submit a list of imported goods at
Myanmar Customs prior to the date of clearance and
the exporters shall submit the return prior to export
clearance at Myanmar Customs.
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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.

Further, foreign sourced dividends received by domestic

corporation may be exempt from income tax if certain
conditions are met.
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2.5 Capital gains

Capital gains generally are taxed as income. All capital
gains from sale of shares or stock not traded in the stock
exchange are subject to 15% capital gains tax whether
seller is a domestic corporation or a foreign corporation.
Gains on the sale of shares listed and traded on the
stock exchange are taxed at 0.6% of the gross selling
price. Gains derived from the sale of real property not
used in business are subject to 6% 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 corporation generally are taxed at a rate

of 25%. For corporation with net taxable income not
exceeding PHP 5million and total assets not exceeding
PHP100million, excluding the land on which the
particular business entity’s office, plant and equipment
are situated shall be subject to 20%.

2.8 Surtax
None.
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2.9 Alternative minimum tax

A minimum corporate income tax (MCIT) equal to 1% of
gross income is imposed on both domestic and resident
foreign corporations. 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, starting
1 July 2023, MCIT rate is back to 2%.

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 Republic Act No.
11534 or the Corporate Recovery and Tax Incentives for
Enterprises (CREATE) Act. Benefits usually include fiscal
incentives (e.g., Income tax holidays , Special Corporate
Income Tax or Enhanced Deductions) and nonfiscal
incentives (e.g., simplification of customs procedures for
imports and exports).
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3.1 Dividends

Dividends distributed by a Philippine company to

a nonresident are generally taxed at a rate of 25%.
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 Tax Treaty Relief Application (TTRA) or a
request for confirmation 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
25% withholding tax, unless the rate is reduced under a
tax treaty subject to the submission of a Tax Treaty Relief
Application (TTRA) or a request for confirmation with the
Bureau of Internal Revenue (BIR). 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 25% withholding tax, unless
the rate is reduced under a tax treaty subject to the
submission of a Tax Treaty Relief Application (TTRA) or

a request for confirmation with the Bureau of Internal
Revenue (BIR). Fees treated as royalties also are subject
to final withholding value-added tax (VAT) of 12%, unless
specifically exempt under the law.

3.5 Branch remittance tax

A 15% 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 25%; certain payments
related to vessels at 4.5%; and aircraft, machinery and
other equipment at 7.5%). 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

. 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, unless original tax was filed
and paid on time. any additional tax due would not

be subject to 25% surcharge. 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 MWESs 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, unless original tax was filed
and paid on time. any additional tax due would not

be subject to 25% surcharge. 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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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 (a form of legal entity for investment funds
and branch of a foreign corporation.

A -

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

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 benefits,
such as tax exemption for certain foreign source income.
Branches are taxed in the same way as subsidiaries.

1423 Singapore
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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 profits
arising from property; and gains or profits of an income
nature not falling within the above categories.

Foreign income remittances in the form of dividends,
branch profits and services income derived by 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 income
tax has been paid on such income in that 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.
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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.

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 the “business continuity 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
continuity test also is required for the carry back of
current-year unutilised capital allowances).
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2.7 Rate

The standard corporate tax rate is 17 percent. 75% of
the first SG$ 10,000 of normal chargeable income and
50% of the next SG$ 190,000 of normal chargeable
income are exempt from tax. In addition, for a qualifying
new private company, 75% of the first SG$ 100,000 of
normal chargeable income and 50% of the next SG$
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 is also 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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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 to be 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 ordinary
shareholding requirement is met, subject to certain
exceptions. 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, 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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Withholding tax
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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 Singapore resident is not subject to
withholding tax. Interest paid to a nonresident generally
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 (broadly applicable
to interest received on deposits held with approved
banks or licensed finance companies in Singapore, and
interest on qualifying debt securities and qualifying
project debt securities, etc.). The 15 percent withholding
tax is a final tax and applies to interest derived by

the nonresident from a business carried on outside
Singapore and 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%). Certain interest paid to nonresident
individuals that does not qualify for the 15% final rate or
a domestic concession is taxed at 24%.

Singapore (147



REHIIER—2023 | FIEHSER

Guide to Taxation in Southeast Asia - 2023 |Singapore Tax Highlights

3.3 FIFERE

SRR I E RS 2R
ABEHMIIRR - [MIEERZAT
AR EF U R IR IR 10912 R 40
IR - FEEERWIDENER
N AREIEARUETRE - 10%RIBER
BERARE - NERTIFERMA
IMBER SN AL 55 3RS RO
{5 Bk BT IR A Al B0 B sl
MTCRIVFERERZR - (E T
BATERERENIFER AT
AU U AR RN AT A BRI
AR (7% ) - ZEFERD
ARIFIREL R U924 % 2L
BEFRUERBERDERI0% - PURIE
BN -

34 BARRS

SRR N E R RARS T A
BEHNIIRR - IIRIFEE (
MABRSN ) BOEARIRS ZRRFARALIL
17%EIFIERE - BRIFARIERULINE
FREEERR - XEIERN &M
B 3R TAsEEWENREE
BERWMBIRSNERS | SR
EENMENAS - WHNEWED
MPAEMERA - IR LRSS <2
ERINEIRIMES - FEABEE
HR AR R h e SR
TR Mt - WU T AR -
NTIEERDA - IR SULA
A5 %LU - BRIFE D AEFE RS
WA BI24 %R «

3.5 A ZAMFEIC L
7%

1483 Singapore

3.3 Royalties

Royalties paid to a Singapore resident are not subject to
withholding tax. 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 a nonresident from
a business carried on outside Singapore and 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%). Payments to nonresident individuals are subject to
withholding tax of the lower of 24% on net income or 10%
on the gross royalties.

3.4 Technical service fees

Fees for technical services paid to a Singapore resident
are not subject to withholding tax. Payments to
nonresidents (other than individuals) for technical
services rendered in Singapore are subjecttoa 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 24% on
the net income.

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 O to 23 percent (or 0

to 32 percent from 1 January 2024 onwards) for owner-
occupied residential property, and from 11 to 27 percent
(or 12 to 36 percent from 1 January 2024 onwards) for
other 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
and remit 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 40 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 payable by companies 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 special topics relating to commodity
marketing and trading activities and centralized activities
in multinational enterprise groups. In addition, the IRAS
also provided transfer pricing guidance in response to
COVID-19.

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

5.2 Thin capitalisation

No. However, the deductibility of interest expense
generally depends on the specific purpose of the loan.
Interest is deductible where the loan is obtained for
revenue purposes (e.g. to finance the purchase of
inventory). Interest incurred on a loan to finance the
purchase of a capital asset is deductible to the extent
that the capital asset is used to generate income that is
subject to Singapore income tax. The interest expense
may be apportioned where loans are obtained for both
income-producing and non-income producing purposes.
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5.3 Controlled foreign companies
No

5.4 Disclosure requirements

IRAS has implemented a related party transaction
reporting requirement where a Singapore taxpayer has
to complete and submit a related party transaction form
if the value of related party transaction as disclosed in
the financial statements exceeds SG$15 million.
Singapore-headquartered multinational enterprises
fulfilling certain conditions are also required to prepare
and submit CbC reports to the IRAS. For FY beginning
on or after 1 January 2022, Singapore-headquartered
MNE groups are also required to notify IRAS of their
obligation to file a CbC report, within 3 months from
the end of that relevant FY.

5.5 Other

Singapore has a general anti-avoidance provision. A 50
percent surcharge will be imposed on the amount of tax
or duty payable, or additional tax or duty payable where
an arrangement is found to be a tax avoidance
arrangement. For stamp duty, the surcharge applies to
adjustments in relation to any instrument, or document
treated as an instrument, that is executed or deemed
executed on or after 7 December 2020. For GST, the
surcharge applies to adjustments made to tax
assessments in respect of a prescribed accounting
period starting on or after 1 January 2021. For income
tax, the surcharge will apply to adjustments made to tax
assessments from YA 2023 onwards.
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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 2022 will be
taxed in YA 2023).

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. 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 or
arrangement.
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7.1 Basis

With certain expectations, Singapore tax resident
individuals 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.

Tax support measures introduced by the government
in response to the COVID-19 pandemic are generally
no longer available and employment income in relation
to work done in Singapore would be subject to tax
based on the normal tax rules. However, an individual
may submit a request to the IRAS for a review of the tax
treatment of the employment income if the individual
considers himself/herself as not exercising employment
in Singapore if the country where the individual is
normally based for employment has imposed a ban for
the entry of travellers into the country or it is impossible
to travel due to unavailability of flights or other modes of
transport. Supporting documents must be furnished to
the IRAS and the IRAS will assess each submission on a
case-by-case basis.
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7.2 Residence

A Singapore citizen is considered a tax resident in
Singapore if the individual normally resides in Singapore,
except for temporary absences consistent with the claim
of being a resident. A foreign individual is considered a
tax resident in Singapore if, in the calendar year preceding
the YA, the individual (i) 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 (i) ordinarily resides in Singapore.

A foreign individual whose employment period in
Singapore covers at least three consecutive YAs may be
considered a tax resident in Singapore on a concessionary
basis for all three YAs, even though the individual may
have spent less than 183 days in Singapore in the year of
arrival, departure, or both.

An employee who has exercised employment in
Singapore for less than 183 days during the employee’s
year of arrival, but expects to exercise the employment
in Singapore for a continuous period of at least 183 days
straddling two consecutive calendar years, may be taxed
as a resident in Singapore for both YAs.
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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 24 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 24 percent.
A nonresident individual (other than a director) exercising
a short-term employment in Singapore (i.e., for not 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

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 aged
up to 55 years old). 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 aged
up to 55 years old), 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. The first
increase in the CPF contribution rates for individuals
aged over 55 years up to 70 years old was effective
from 1 January 2022 and the second increase took
effect on 1 January 2023. The employee contribution
rates for this group of individuals will increase by 1%
and the employer contribution rates will increase
between 0.5% to 1%.
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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. A notice of assessment is 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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Value added tax
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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 GST is also imposed
on certain services imported from overseas, where the
Singapore recipient is a GST-registered business and is
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.). With
effect from 1 January 2023, GST also will be imposed

on low-value goods (value of goods less than SG$

400) imported into Singapore and certain imported
non-digital services. Non-digital services refer to services
that do not fall within the definition of ‘digital services'
and that may be supplied and received remotely (e.g.,
online coaching, telemedicine services and livestreaming
of virtual concerts performed outside Singapore).

10.2 Rates

The standard rate currently 8 percent, with a zero rate
for international services and exports of goods. The
standard rate was increased from 7% to 8% with effect
from 1 January 2023 and will be increased to 9% in
January 2024, but transitional rules apply to the charging
of GST for supplies which span the effective date of the
change itself. 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.
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10.3 Registration

Subject to certain exemptions, a person with taxable
turnover exceeding SG$1 million in a calendar year or
expected to exceed SG$1 million in the next 12 months
must register for GST. 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 SG$1 million in a calendar year, or expected
to exceed SG$1 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.

Overseas suppliers with global annual turnover from
digital services exceeding SG$1 million, and annual
revenue exceeding SG$100,000, or expected to exceed
SG$100,000 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. With effect
from 1 January 2023, overseas suppliers with global
turnover and value of B2C supplies of remote services
and low-value goods to Singapore for a calendar year
exceeding or expected to exceed SG$1 million and
SG$100,000 respectively, are required to register for
GST under the OVR regime. B2C supplies of remote
services and LVG to Singapore refer to supplies of
remote services to non-GST registered customers
belonging in Singapore and supplies of LVG to
customers who are not GST-registered in Singapore.
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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 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 submitted
under the OVR regime are 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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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.

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.

169



Rl HIERE—2023 | ZERSER

Guide to Taxation in Southeast Asia - 2023 | Thailand Tax Highlights

1.4 EEFWEF
PHARTERS - REAR
RERT - aKEW - BAEE
W SHREWHSNERW =
A/ RN K FA -

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

or partnership and unregistered entities with a taxable
presence in Thailand are generally taxed in the same way
as a Thai company.

Where nonresidents not carrying on business in Thailand
but deriving certain categories of incomes paid in or from
Thailand (e.g., performance of work, royalties, dividends,
interest, capital gains, rent and liberal professions), a final
withholding tax may apply (subject to exemption and
reduction under the applicable tax treaty)

2.3 Taxable income

Corporate income tax is generally imposed on an

entity’s net taxable profits, which 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.

For nonresidents not carrying on business in Thailand
but deriving taxable categories of incomes paid in or
from Thailand, the final withholding tax, where applicable,
is imposed on such gross receipts.
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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 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 subject
to conditions. The carryback of losses is not permitted.
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2.7 Rate

The standard 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 domestic and 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 toa 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:

e 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

Thailand's transfer pricing rules grant the power to the
Thai tax authority to reassess the taxable income and
expense of the related party transactions, ensuring that
they are consistent with the arm’s-length principle for
corporate tax purposes. They also require that companies
or partnerships with revenues of not less than THB 200
million to prepare disclosure form and documentation
(Refer to 5.4 Disclosure requirements and Country-by-
Country Reporting Rules).

Advance pricing agreements (APAs) may be obtained.

5.2 Thin capitalisation
No

5.3 Controlled foreign companies
No
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5.4 Disclosure requirements and Country-by-
Country Reporting Rules

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.

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 resultin a fine of up to
THB 200,000.

Separately, effective for financial years commencing on or
after 1 January 2021, multinational enterprise groups (MNE
groups) headquartered and/or operating in Thailand may
have Country-by-Country Reporting (CbCR) obligations in
Thailand, subject to criteria and conditions.
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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.



7.0 DA

REIHUIER—2023 | ZEHSER
Guide to Taxation in Southeast Asia - 2023 | Thailand Tax Highlights

Personal taxation
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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).

A5 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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Value added tax
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10.1 Taxable transactions

VAT is levied on the sale of goods and the provision
of services and importation. 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 2023. 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.

Business operators or platforms providing electronically
supplied services (e-services) from overseas and used
by non-VAT registrant users in Thailand may be required
to register for VAT, file VAT returns, and pay for VAT on

a monthly basis when their annual income exceeds THB
1.8 million.

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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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
and mandatory after 2025 for certain enterprises.
Vietnamese Financial Reporting Standards also are being
developed based on internationally accepted standards.

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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1929 Vietnam

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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1943 Vietnam

2.12 Holding company regime
No

2.13 Incentives

Preferential tax rates of 10% (for 15 years with a possible
extension for up to 15 years with prior approval) and
17% (for 10 years) are available for taxpayers engaged

in incentivized sectors or locations as stipulated by the
government. The preferential rate of 15% will apply for
the entire project life in certain cases (e.g. incomes from
cultivation, animal husbandry, processing in the field of
agriculture and fisheries). Certain socialised sectors (e.g.
education, health, culture, sports, environment) enjoy the
10% rate for the entire life of the project. A tax holiday
from 2 to 4 years of tax exemption followed by a 50%
tax reduction for a further 4 to 9 years is also available in
addition to the preferential tax rates.

Besides, special incentives are also available for the
qualified R&D and special large scale investment projects
satisfying certain requirements including a preferential
rate of 5% to 9% (for a period from 30 years to 37 years),
together with a tax holiday from five to six years of tax
exemption followed by a 50% tax reduction for a further
10 to 13 years.

The preferential tax rate starts from the first year of
generating revenue from incentivized activities. Whereas,
the tax holiday starts from the first year of generating
taxable income or the fourth year of generating revenue
whichever is earlier.

Existing taxpayers with new investment projects/
expansion investment projects are also entitled to
certain tax incentives, subject to prescribed conditions.
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Withholding tax
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3.1 Dividends

No tax is imposed on dividends paid to resident or
nonresident companies. Dividends paid to resident and
nonresident individuals are subject to a 5 percent
withholding tax, unless in the case of nonresidents, the
rate is reduced under a tax treaty.

3.2 Interest

No withholding tax is imposed on interest paid to
resident companies, while the rate is 5% for interest paid
to nonresident companies. Interest paid to resident and
nonresident individuals are subject to 5% withholding tax
unless, in the case of nonresident, the rate is reduced
under a tax treaty.

3.3 Royalties

No withholding tax is imposed on royalties paid to
resident companies. Royalties paid to nonresident
companies are subject to a 10% withholding tax.
Royalties paid to resident and nonresident individuals
are subject to withholding tax rate of 5%, unless the
rates are 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% value added tax (VAT).

3.4 Technical service fees

No withholding tax is imposed on technical services
paid to resident companies, the rate is 5% for technical
services paid to nonresident companies unless the rate
is reduced under a tax treaty. For business individuals,
technical services are subject to tax rate ranging from
1% to 2% for resident individuals, tax rate ranging from
1% to 5% for nonresident individuals depend on the
specific service provided. For non-business individuals,
the withholding tax applied for technical services fees
are similar to the tax rates applied to employment
income, which are progressive tax rate ranging from 5%
to 35% for resident individuals and 20% for nonresident
individuals. Income derived by nonresidents from
technical services is also subject value added tax (VAT).

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 (SI), 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, Hl 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 Hl at a rate of 3
percent and to Sl at a rate of 17.5 percent (including the
sickness, maternity, occupational diseases and accident
funds).17.3 percent for special cases with official
approval.

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.

5.2 Interest deduction limitations:

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 unrelated transactions is capped at 30% of
EBITDA (i.e., earnings before interest, taxes, depreciation,
and amortization). Nondeductible interest can be carried
forward for five years and offset where the net interest
expense/EBITDA ratio is below 30%.
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5.3 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. Nondeductible interest
can be carried forward for five years and offset where

the net interest expense/EBITDA ratio is below 30%.

5.4 Controlled foreign companies
No

5.5 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).

5.6 Hybrids
There are no anti-hybrid rules.

5.7 Economic substance requirements:
Corporate tax may be deemed payable where transactions
do not have economic substance.

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. The total of the provisional
corporate income tax payments made in four quarters
of the tax year must be at least 80% of the annual
corporate income tax liability. Any shortfall is subject
to a late payment penalty. The deadline for annual
declaration/filing is the last day of the 3rd month from
fiscal year-end or calendar year-end.

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.
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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 (iii) 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

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.

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, Hl and UI.
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 employment
income without labor contracts or with labor contract
lasting less than 3 months, a flat rate of 10% would be
applicable for payments from VND 2 million and above.
Employment income of nonresidents are subject to a
flat rate of 20 percent.

Employment income of nonresidents is subject to

a flat rate of 20%. Income from sources other than
employment is taxed at rates ranging from 0.1 to 20
percent, which apply to both residents and nonresidents.
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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 S|, 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 17.5% (including the retirement,
sickness, maternity, occupational diseases and accident
funds). 17.3 percent for special cases with official approval.

Foreign employees are subject to HI at a rate of 1.5 percent
in certain circumstances, and Sl retirement and death
funds at a rate of 8 percent from 1 January 2022.



REIHUIEE—2023 | S ER
Guide to Taxation in Southeast Asia - 2023 |Vietnam Tax Highlights

9.0 MPABRWE A
Compliance for individuals

9.1 MHFE
EBNBRFERNANE - WT
EEPIRHEEFEEZAR
FANEHEEFEEDT 183 X8
EEL 12 PRNEBE 183 X
RSNEA - P EE R NE—
TARA M E LR 12 N HE
B WTEFPEFEENS
BMERIINEA - HREZHM
—HABHNRD -

9.2 HIRHM
AW ARG B E =S
HRBNEFERRFIINAH

g BEEMREAPNFER
EE=PANZRE—-KZAIE
REERELBIRE -

NTEEORFIRBRAHT
WA BERRMNENE

IFEBARIEELARESE 4
TRANER—XK - EREER
HIER T - BIEHSSRE

PMAZENAREFEEZMEPIA
B Bl ESFHEMLILR
HENE 45 X - HEHEEH
HRELZ 12 "ANE—1IH
MEELEREHE 90 X -

9.3 M

X B ER AN 75 O A0 A A 42 B MU
0.03%8HBME ;| XN DIRESEL
W209%89T0R ; WRERITAK
e M= F AT ( §i8300% ) -

9.1 Tax year

The normal tax year is the calendar year. For foreigners
arriving Vietnam in the middle of the year and stay in
Vietnam for less than 183 days in such calendar year but
more than 183 days in 12-consecutive months period,
the tax year would be the 12-month period from 1st
arrival. For tax resident foreigners leaving Vietnam in the
middle of the year, the tax year will be from January to
the leaving month.

9.2 Filing and payment

Tax on employment income is withheld by the employer
and remitted to the tax authorities on a monthly or
quarterly basis. An annual finalization return must

be submitted by the last day of the 3rd month from
calendar year-end by the employer.

For individuals subject to file tax return directly with tax
authority, the normal deadline for tax return submission and
tax payment would be the last day of the 4th month from
calendar year- end. In some special cases, the deadlines would
vary depending on individual respective tax years, such as by
the 45th day from termination date leaving from Vietnam,

or by the 90th day from ending of the first tax year of 12
consecutive months from arrival date.

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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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

The standard rate of VAT is 10%, with reduced rates of
0% and 5%. SST rates range from 5% to 150%. For the
period from March 2022 to February 2027, SST for
certain models of battery electric vehicle will be reduced
to 2 -3%.

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 VAT is required within 10 days of the date of
issuance of the business establishment license. Business
households or individuals without a business license
can register for VAT at the same time as their first VAT
declaration.

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.

Electronic invoicing became mandatory from 1 July 2022.
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