Navigating Vietham’s
Corporate Income Tax
Incentives for Solar
Manufacturing

Corporate Income Tax Strategy for Foreign Investors in Solar Module
Production

Content Partner: J. v. G. technology GmbH
Turnkey solar module production lines — since 1997

www.jvg-thoma.com



http://www.jvg-thoma.com/

Technical Overview: Vietnam’s
Corporate Income Tax
Incentives for Solar
Manufacturing

Created as part of the PVKnowHow Knowledge Network

EE' / Prepared by J.v.G. Technology GmbH

\ O/J lo.
é @;} European specialists in turnkey solar module production lines



Key Project Data
10% 4yrs Qyrs 20%

Preferential CIT Rate Tax Holiday Reduced Tax Phase Standard CIT Rate
For qualifying high-tech 0% CIT during initial profit- 5% effective CIT rate (50% of Baseline rate without
solar manufacturing projects generating years preferential rate) incentives — ASEAN

competitive

(@ Region: Vietham-Industry: Solar module manufacturing - CIT preferential rate: 10% for 15 years - Tax holiday: 4 years
at 0%-Reduced tax period: 9 years at 5% - Standard CIT rate: 20% - Source: PVKnowHow / Jv.G. Technology GmbH



Vietnam as a Solar Manufacturing Destination

Strategic Position Competitive Fundamentals

e Rapidly growing hub for high-tech foreign direct e Standard CIT rate: 20% — competitive within ASEAN
investment region

e Government policy actively targets strategic e Significant incentive layers available beyond the
manufacturing sectors standard rate

e Solar module production classified as high- e Framework designed to support early-phase capital-

technology industry intensive manufacturing



Standard vs. Preferential Tax System

Standard CIT Path Preferential CIT Path (Solar Manufacturing)

Flat rate of 20% on all taxable corporate profits .

No holiday period; tax liability begins from first
profitable year .

No reduction phases — full rate applies throughout
project life J

Applied to projects not meeting incentive criteria

Preferential rate of 10% for 15 years from first taxable

income

4-year tax holiday at 0% embedded within the 15-year

window

9-year reduced phase at 5% effective rate follows the
holiday

Requires formal high-technology or encouraged-sector
qualification

[ The "4-9-15" structure refers to: 4 years at 0%, 9 years at 5%, and 15 years at 10% preferential rate. These periods

operate concurrently within the 15-year preferential window.



Why Solar Manufacturing Qualifies

High-Technology
Classification

Solar module production
meets Vietnam's definition

of high-tech manufacturing

Qualifies under encouraged
sectorsin the Law on

Investment

Renewable energy
production explicitly listed
as a preferential sector

Manufacturing Criteria

Capital-intensive
production process
satisfies investment

threshold requirements

Technology-driven
operations align with
government industrial
upgrading goals

Employment generationin
technical roles supports

qualification criteria

Policy Alignment

Vietnam's FDI attraction
strategy prioritizes clean

energy manufacturing

Global supply chain
diversification trends
reinforce government

support posture

High-tech park and
economic zone locations
amplify available incentives



10% Preferential CIT Framework

The Foundational Rate

10% rate = 50% reduction from the standard
20% CIT

Applies for 15 years from first year of taxable

income

Establishes the base from which holiday and

reduction phases are calculated

Granted to qualifying high-tech and

encouraged-sector projects

Eligibility Conditions

e Official recognition as a high-technology enterprise or project

e Location within a designated economic zone, high-tech park,

or qualifying industrial zone
¢ Technology must meet approved classification standards

e |nvestment plan and project scope submitted and approved by
competent authority

e Compliance with environmental impact assessment

requirements



4-Year Tax Holiday: 0% CIT

Year 1 Year 3

0% CIT — holiday 0% CIT —
begins reinvestment
phase

Year 2 Year 4

0% CIT — no tax 0% CIT — holiday
liability concludes

The four-year tax holiday begins from the first year in which taxable profit is generated — not from the date of incorporation or production start. Losses during ramp-up can be carried forward for up to five years, and the holiday clock starts only upon
profitability.

©) Strategic implication: The 0% phase coincides with the highest capital repayment pressure years — maximizing early cash flow for debt servicing and reinvestment into production scaling.



9-Year Reduced Tax Phase: 5% Effective CIT

Calculation Logic

50% reduction applied to the

10% preferential rate

Effective CIT =5% — one
quarter of the standard 20%
rate

Runs for 9 consecutive years
immediately following the 4-

year holiday

Financial Position

By Year 5 (post-holiday),
factory is typically at full
production capacity

5% rate applies during the
highest-revenue, highest-
margin years of operation
Profit reinvestment potential is

substantially higher than
under standard regime

After Year 13 of Tax
Incentives

Remaining 2 years of the 15-
year period: 10% preferential
rate continues

From Year 16 onward: standard
20% CIT rate applies unless
further incentives obtained

Expansion investments may
trigger a new incentive cycle

under qualifying conditions



Financial Impact on Profitability

Tax Holiday Phase
(Years 1-4 of profit)

Effective CIT: 0%
100% of net profit available for

reinvestment

Directly reduces payback period
on initial capex
No tax provisioning required in

annual accounts

Reduced Rate Phase
(Years 5-13 of profit)

o Effective CIT: 5%

o 15% effective tax saving vs.
standard rate every year

e Compounds significantly across
9 years of full production

e Structurally improves IRR and

NPV of the investment case

Preferential Rate Phase
(Years 14-15 of incentive)

o Effective CIT:10%
e Half the standard rate — still

material tax advantage

e Planning horizon for post-
incentive structure should
begin

e Expansion project filing may
reset incentive eligibility



Importance of High-Tech Qualification

Why Qualification Is Critical

Incentives are not automatic — formal government
recognition required

Without high-tech status, project defaults to standard 20%
CIT

Qualification underpins access to all three incentive layers

Investment approval document is the legal basis for tax
treatment

What the Application Must Demonstrate

Technology specification and classification against approved
high-tech lists

Project scope, capital expenditure plan, and production
capacity

Employment projections — technical and engineering roles
weighted positively

Environmental impact assessment approved by competent

authority

Financial projections — credible solar manufacturing business
plan required

Key risk: A robust, technically credible investment dossier is not optional — it is a prerequisite for the entire incentive

framework. Weak documentation is the most common cause of application failure.



Economic Zones & High-Tech Parks

Economic Zones (EZ)

Designated areas with integrated
infrastructure and streamlined
administration

Location within an EZ can qualify a
project for the 10% preferential
rate independently

One-stop-shop licensing reduces
administrative burden for foreign
investors

High-Tech Parks (HTP)

Purpose-built zones specifically
for technology-intensive
manufacturing

Strongest basis for high-tech
enterprise qualification

Typically include supporting R&D,
testing, and training infrastructure

Standard Industrial Zones (1Z)

Under the 2025 CIT Law, standard
IZs are no longer classified as
incentivized locations

Projects in standard I1Zs must
qualify on sector grounds (high-
tech) rather than location

Location selection is therefore a
strategic decision with direct tax
consequences

(& Note: Under the Law on CIT effective October 2025, incentivized location criteria have been revised. Investors should verify
current zone classifications with legal counsel before site selection.



Documentation & Investment Planning

1 1— Pre-Application: Feasibility & Site Selection
Define technology specification and confirm high-tech classification eligibility

Select zone type (EZ, HTP) based on incentive optimisation strategy

2 2 — Investment Registration
Submit Investment Registration Certificate (IRC) application to provincial authority

IRC is the foundational legal document for all subsequent approvals

3 3 — High-Tech / Sector Qualification
Apply for formal recognition as high-technology enterprise or project

Dossier includes: technology description, financials, employment plan, environmental assessment

4 4 — Enterprise Registration & Tax Filing Setup
Establish legal entity; obtain Enterprise Registration Certificate (ERC)

Register with local tax authority; confirm incentive basis in initial CIT declaration

5 5 — Ongoing Compliance
Annual CIT declarations must reference and justify preferential rate application

Maintain qualifying conditions throughout the 15-year incentive period



Example Tax Timeline: Years 1-18

Year Phase

1-2 Ramp-up / Loss

3 Tax Holiday Begins
4-6 Tax Holiday

7-15 Reduced Rate Phase
1617 Preferential Rate
18+ Standard Rate

CIT Rate

0% (no profit)

0%

0%

5%

10%

20%

Description

Construction, commissioning, pre-
production losses

First taxable profit — holiday clock starts

Continued tax exemption — full profit
retention

50% of 10% preferential rate for 9 years

Remaining preferential period before
standard rate

Standard CIT unless new incentive basis
obtained

Strategic Note

Losses carried forward up to 5
years

Holiday triggered by
profitability, not production
start

Optimal period for debt
servicing and capex payback

Highest revenue years —
maximum absolute tax saving

Plan expansion investment to
extend incentive cycle

Post-incentive tax planning
must begin at Year 15

(7 Timelineisillustrative. Exact year triggers depend on first profit date, loss carry-forwards, and project approval date. Source: PVKnowHow / Jv.G.

Technology GmbH



Additional Incentives Beyond CIT

Import Duty

Equipment, machinery, and
materials for high-tech
manufacturing may qualify for
import duty exemptions

Components not yet
domestically produced often
eligible for preferential
treatment

FTA coverage (EVFTA, CPTPP)
reduces tariffs on raw material

imports

Land & Infrastructure

Land rental fee exemptions
available for qualifying
investment projects

Economic zones and high-tech
parks typically provide serviced
plots with utility connections

Reduced or waived land-use
fees during construction and
early operation phases

R&D & Workforce

Up to 20% of pre-tax profits can
be allocated to a tax-deductible
R&D Fund

Additional CIT reductions
available for employing female
workers and ethnic minorities

Technology transfer incentives
apply in specific qualifying

circumstances



Common Investor Mistakes

— Assuming Incentives Are Automatic

Preferential CIT requires formal qualification — not granted by default to any solar manufacturer. Missing the application step means defaulting to
the 20% standard rate.

—> Selecting a Zone Without Tax Analysis

Industrial zones no longer qualify as incentivized locations under the 2025 CIT Law. Site selection must be made with legal and tax advisors, not
operational logistics teams alone.

— Weak Investment Documentation

A poorly structured project dossier is the most common failure point. The business plan, technology specification, and financial projections serve
as the legal basis for incentive claims.

— Ignoring Post-Incentive Planning

The 15-year preferential window ends. Expansion investment strategies should be planned from Year 12 onward to preserve competitive tax
positioning beyond Year 15.

— Global Minimum Tax Exposure

Vietnam adopted the OECD Global Minimum Tax (15%) from 2024. Large multinational groups (revenue >EUR 750M) may face top-up taxes that
reduce the net benefit of CIT incentives.



Strategic Conclusion

The Incentive Case Is Compelling

15 years of preferential CIT, including 4 years at 0%
and 9 years at 5%

Total tax saving vs. standard rate is substantial across
a full production cycle

Framework specifically designed to reward high-tech
manufacturing investment

Execution Quality Determines Outcome

Legal structure, zone selection, and qualification
documentation are non-negotiable

An experienced turnkey manufacturing concept
reduces regulatory and technical risk

Integrated factory planning from an experienced
European turnkey provider shortens the path from
approval to production

Source: PVKnowHow / Jv.G. Technology GmbH - This presentation is for informational purposes only and does not
constitute legal or tax advice. Investors should engage qualified legal and tax counsel in Vietnam before making

investment decisions.



About the Content Partner

J J.v.G.technology GmbH — The DESERT Company

Founded in 1997 in Bavaria, Germany. Family-owned engineering
company specializing in turnkey solar module production lines.

More than 90 factory projects delivered worldwide.
On-site team training included — no prior manufacturing
experience required.

Key areas:

Turnkey PV manufacturing lines | DESERT Technology® |
TUV-certified module designs | Factory planning to production
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