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Taxation on Digital Commerce in Vietnam

E-commerce continues to thrive in Vietham, even amid an economic slowdown, and its growth is
expected to persist in 2023 and beyond. The country's retail e-commerce market in 2022 reached an
estimated value of US$16.4 billion, accounting for 7.5% of total goods and service revenues.
Vietnam's e-commerce market value is projected to reach US$39 billion by 2025, making it the
second-largest in Southeast Asia, trailing only Indonesia, which has a population nearly three times
larger than Vietnam (refer to Vietnam E-Commerce White Book 2022).

As digital commerce flourishes, Vietnamese authorities are keen on ensuring that tax collection keeps
pace with this sector. To facilitate effective control of transactions and target taxpayers, new tax rules
have been developed and implemented. These rules extend tax obligations not only to local and
offshore e-commerce suppliers and digital service providers but also to local institutional consumers,
local banks, payment intermediaries, and e-platform operators.

This article aims to discuss the tax regulations applicable to digital commerce in Vietham and provide
general guidance on the applicable tax rules.

Digital commerce

Viethnamese laws have recently introduced the concept of digital-based business activity alongside e-
commerce, which has long been regulated. E-commerce is defined as conducting commercial
activities, wholly or partially, through electronic means connected to the Internet, mobile
telecommunications networks, or other open networks. On the other hand, digital-based business
activity involves business activities conducted entirely in a digital environment, facilitating client
connections through intermediary digital systems. Although the definition of digital-based business
activity may lack specificity, it indicates the recognition by authorities that there are other digital
business activities outside the scope of traditional e-commerce regulations. Accordingly, digital
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commerce can be understood, per the current local law, to encompass two main types: (i) e-
commerce, and (ii) digital-based business activities.

In simpler terms, e-commerce typically involves the online sale of goods through web-based
platforms or mobile applications (i.e., e-commerce trading floors) like Shopee, Lazada, TikTok Shop,
Tiki, Sendo (for domestic transactions), and Amazon, Alibaba, eBay (for cross-border transactions).
Digital-based business activities, on the other hand, generally refer to the provision of services
through intermediary digital systems, such as advertising, booking, data storage, digital media
content, online courses, etc. as well as the sale of mobile applications or advanced in-app
functionalities.

Applicable taxes

There are two typical types of tax applicable to both local and foreign entities engaged in digital
commerce in Vietnam: income tax (including, corporate income tax (CIT) or personal income tax
(PIT)) and value-added tax (VAT). Import/export duties and excise tax may apply to cross-border
transactions and special products, but their significance is relatively limited. In terms of foreign entities
doing business in Vietnam, the tax composition involving CIT/PIT and VAT is collectively referred to
as foreign contractor tax (FCT).

The table below summarizes the generally applied tax rates for most transactions of each entity type:

Onshore Individual Vendors Onshore Organizational Offshore Individual /
(only applicable if having Vendors Organizational Vendors
total revenue above
VND100 million per year)
Sale of Provision of Sale of Provision of Sale of | Provision of
Goods Services Goods Services Goods Services
Income tax | 0.5% of 2% of 20% of taxable income 1% of 5% of
(PIT/CIT) revenue revenue revenue revenue
Value 1% of 5% of VAT Output (10% x Taxable 1% of 5% of
added tax | revenue revenue Selling Price) — VAT Input revenue revenue
(10% x Taxable Purchasing
Price)

It is a worthy note that both local and foreign taxpayers may be eligible for tax exemptions or
reductions, under local tax laws and tax treaties in certain cases, depending on the nature of
transactions and the taxpayer’s classification.

Tax filing and payments

Local vendors and foreign vendors with a PE in Vietham
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Tax registration, declaration, and payment for local and foreign vendors with a permanent
establishment (PE) (i.e., taxable presence) in Vietnam involved in digital commerce follow similar
procedures as those applicable to local vendors engaged in regular businesses. Accordingly,
taxpayers must directly register, declare, and pay taxes to the tax authorities.

Foreign vendors without a PE in Vietham

Foreign vendors without a PE in Vietnam conducting digital commerce in Vietnam are required to
register for electronic transaction verification code and obtain a tax code via the website of the
General Department of Taxation, accessible at https://gdt.gov.vn (“GDT Website”). These vendors
must declare taxes quarterly on the GDT Website.

After the tax declaration process is completed, taxpayers will receive a tax payment code from the tax
authority. The taxpayers shall directly transfer the tax amount in freely convertible currency to
Vietnam's State Budget (according to bank account information as notified on the GDT Website). The
payment details must include the correct tax payment code as notified.

Other relevant involving-parties

In case overseas vendors fail to register and pay taxes as per the above regulations, local institutional
consumers or local banks / intermediary payment service providers are required to withhold and pay
taxes on behalf of the overseas vendors according to the following rules:

For C2B or B2B transactions: Institutional consumers in Vietham that purchase goods or
services from offshore vendors (whether individuals or organizations) are responsible to
withhold, file tax returns, and pay taxes to local tax authorities within 10 days from the date of
each payment made to the foreign counterparty. Vietnamese institutional consumers have
the option to file tax returns and pay taxes on a monthly basis to local tax authorities if they
make multiple payments within a month to offshore vendors.

For C2C or B2C transactions: While the tax authority can regulate offshore vendors in C2B or
B2B cross-border transactions through their Vietham-based institutional parties, it is
impossible to apply the same method to cross-border transactions involving local individuals.
To address this issue, new tax management rules require commercial banks and
intermediary payment service providers to withhold and pay taxes on products or services
purchased by local individual buyers. Particularly, commercial banks and intermediary
payment service providers are responsible for declaring and remitting the deducted tax
amount to Vietnam's State Budget, effectively substituting the tax obligations of foreign
vendors. This must be done by the 20" of each month. In cases where individuals purchase
goods or services from foreign vendors and make payments using cards or other methods
that cannot be deducted and remitted by commercial banks and intermediary payment
service providers, these institutions are responsible for monitoring the transferred amounts to
the offshore vendors and sending the information to the GDT by the 10" day of each month.
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Additionally, to ensure the accuracy of declared information of taxpayers, the laws also regulate that
e-commerce trading platforms are responsible for providing merchants’ operational information on
a quarterly basis and by the last day of the first month of the following quarter. For more detailed
information on this matter, please refer to our article here.

Conclusion

The tax regulations in Vietnam for digital commerce aim to ensure not only tax compliance but also
equality of tax obligations for both local and foreign entities. These regulations are now covering a
wide range of involved parties, including e-commerce suppliers, digital service providers, local
institutional consumers, local banks, payment intermediaries, and e-commerce trading platforms.
Adherence to the current regulations as well as staying informed and up to date with the tax
landscape are crucial for all parties to effectively manage tax risks and navigate the rapidly evolving
digital commerce industry in Vietnam.
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About Indochine Counsel

Established in October 2006, Indochine Counsel is a leading commercial law firm in Vietham. Our
firm is ideally positioned to assist international investors and foreign firms to navigate the legal
landscape in one of Asia's most dynamic and challenging countries. We also take pride in our
services offered to domestic clients in searching for opportunities abroad. With over 45 lawyers many
of whom have been trained abroad and staffs in two offices, Ho Chi Minh City and Hanoi, Indochine
Counsel offers expertise in a dozen practice areas and provides assistance throughout the entire life
cycle of your business.

Indochine Counsel represents and advises clients on all legal aspects in the following major areas of
expertise:

Anti-trust & Competition Labour & Employment

Banking & Finance Litigation & Dispute Resolution

Corporate & Commercial Mergers & Acquisitions

Energy, Natural Resources & Infrastructure Real Estate & Construction

Intellectual Property Securities & Capital Markets

Inward Investment Technology, Media & Telecommunications

A full list of partners, associates and other professionals is available on our website.
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Contact Us

For further information or assistance, please contact the following Indochine professionals:

Q Ngo Dang Loc
Nguyen Thi Hong Duong S Associate | Deputy Head of Banking &
Senior Associate | Head of Taxation N Finance, Capital Markets
duong.nguyen@indochinecounsel.com “ loc.ngo@indochinecounsel.com

Ho Chi Minh City Hanoi
Unit 305, 3rd Floor, Centec Tower Unit 705, 7th Floor, CMC Tower
72-74 Nguyen Thi Minh Khai, District 3 Duy Tan Street, Cau Giay District
Ho Chi Minh City, Vietnam Hanoi, Vietnam
+84 28 3823 9640 +84 24 3795 5261
+84 28 3823 9641 +84 24 3795 5262
info@indochinecounsel.com hanoi@indochinecounsel.com
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