
Circular 03 on CIT incentives to Science and Technology Enterprises
According to the Law on Science and Technology 2013 and Decree 13/2019/NĐ-CP, science and technology 
enterprises (“STEs”) are enterprises that implement production, business and services in relation to science 
and technology to create products, goods from scientific research and technological development. The Law 
also stipulates that STEs are entitled to tax incentive policies.
On 11 January 2021, the Ministry of Finance issued Circular No. 03/2021/TT-BTC (“Circular 03”) providing 
guidance on Corporate Income Tax (“CIT”) exemption and CIT reduction policies applicable to STEs. Circular 
03 takes its effect from 1 March 2021.
Accordingly, STEs shall be entitled to a CIT incentive package including exemption from CIT for four years and 
subsequently nine years with a 50% reduction in CIT.  However, there will be no incentive for the CIT rate, 
specifically as follows:
1. Conditions to qualify

 — STEs have been issued with the Certificate of Science and Technology Enterprise by a competent 
authority.

 — Annual revenue from production and trading of products formed from scientific and technological 
results represents at least 30% of the total annual revenue of the enterprise.

 — Revenue generated from services applying scientific and technological results in information 
technology is revenue from new services, but excludes services already existing in the market.

 — STEs must separately account income from production and trading of products formed from scientific 
and technological results. If the enterprise cannot undertake separate accounting, the income entitled 
to CIT incentives shall be apportioned based on the revenue ratio.

2. CIT incentives for STEs in certain specific cases
 — The tax exemption or reduction period is calculated continuously from the date of Certificate of 

Science and Technology Enterprise. If there is no taxable income for the first three years starting 
from the first year of being granted the certificate, the first year for calculating the tax exemption, 
reduction period is counted from the fourth year.

 — During the period of CIT exemption and reduction, if in any year the sales of products derived 
from scientific and technological results do not reach the minimum ratio of 30% of the total annual 
revenue, the CIT incentive for that year shall be disallowed but it is still counted as one year of 
incentive entitlement

 — Where an entity is granted with the STE certificate while qualifying for other CIT incentive conditions, 
such entity could enjoy CIT incentive scheme of STE for the remaining period. 

 — Where an entity is enjoying CIT incentives applied for STE and now supplements new products into 
the STE certificate, income corresponding to new products shall be allowed to enjoy the same CIT 
reduction and CIT exemption as the original project for the remaining period.   

 — Where an entity is enjoying CIT incentives of an STE based on the provision of the previously 
effective regulations prior to the effective date of Decree 13, such entity is allowed to follow such CIT 
incentive scheme, but not the preferential CIT rate, for the remaining period from the effective date of 
Circular 03. 
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 — Where an entity was granted with an STE certificate prior to the effective date of Decree 13 but did 
not apply CIT incentive based on the previously effective regulations prior to effective date of Decree 
13, such entity shall be allowed to enjoy CIT incentive of STE for the remaining period from effective 
date of Decree 13.

Please contact your KPMG tax advisors for a specific advice on this topic.
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