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Overview of the Social Insurance

system in Vietham

The Insurance policy administered by Social Insurance
authorities is a major policy of the Communist Party and the
State, which promotes the stable lives for employees, political
stability, social security.

The primary purpose of Social Insurance (“SI”) is to ensure the
possibility of compensation for a portion of either lost or
reduced laborer's income due to sickness, maternity,
occupational accidents and occupational diseases, disability,
unemployment, old agey, and death. The basis for this is a
financial fund administered by the State in accordance with
the law.

Social Insurance in Vietnam is organized and managed from a
top down approach and from central to local levels, including:

1. Central level is the Vietnamese Social Insurance.

2. For centrally-controlled cities and provinces, the managing
authorities are the Social Insurance authorities of the provinces
and cities under the Vietnamese Social Insurance.

3. For the rural districts, urban districts, wards, cities controlled
by their provinces, the managing authorities are the Social
Insurance authorities of rural districts, urban districts, wards
and cities controlled by the provincial Social Insurance
authorities.

Sl has been implemented in Vietnam since 1945 and has
undergone many amendments. On 24 January 2002, the
Government issued Decision No. 20/2002 / OD-TTg to transfer
the Health Insurance (“HI”) system controlled by the Ministry
of Health to the Vietnamese Social Insurance Authorities. From
1January 2009, Unemployment Insurance (“UI”) policy has
been effective and managed by Vietnamese Social Insurance
Authorities.

In this regard, apart from the compulsory insurances
comprising Sl, HI, and Ul, the Government has also
implemented a voluntary Sl scheme and voluntary household
HI for those who are not required to contribute compulsory
insurances but who would still like to benefit from such
insurance scheme.

According to statistics from the Insurance Authorities, at the
end of June 2017, the total number of people contributing to
Sl, HI, and Ul in Vietham were recorded at 78.029 million , an
increase by 2.6% compared to the figures recorded in June
2016. Among them, 13.083 million people contributing to
compulsory Sl, 11.277 million people contributing to UI, the
number of people participating to voluntary Sl were 215
thousand and the figure of HI were 77.814 million, and in total,
they accounted for 83 4% of the population. Regarding to
voluntary Sl and household Hl, the growth in participation has

1 http://www.baohiemxahoi.gov.vn/

been increasing due to the benefits claim. Specifically, from 1
June 2017, the health sector has officially applied new hospital
fees for more than 1.900 services for those who do not have Hi
Card; accordingly, household Hl is one of the optimized
options to minimize their financial burden.

With respect to the above, Grant Thornton Vietnam would like
to provide the comparison between the compulsory and
voluntary SI, HI, Ul under the State’s management with the

following specific criteria:
Subjects

@ Benefits
Contribution rate Payment method
|§|_| Contribution procedures Conditions
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1. Comparision between compulsory
and voluntary social insurance

a) Benefit from participating in Social Insurance?

Sickness scheme

People who are eligible for sickness insurance in
accordance with the State's regulations shall be able to
claim sickness benefits depending on their condition,
including short - term sick leave, or long- term sick leave
for treatment, taking care of their sick children younger
than seven years old, as well as for recuperation.

Apart from being entitled to take leave for treatment and
recuperation, the participants are also subjected to SI
allowance of 50-100% of their latest month salary before
the sick leave period.

Maternity scheme

People who are entitled to maternity allowance will be
able to take leave and receive allowance for prenatal
care, miscarriage, abortion, fetal suicide, stillbirth or
termination of pregnancy, contraception and giving birth.

Female employees have the rights to take 6 months
maternity leave either before or after giving birth. In cases
of giving birth to twins or more, they are entitled an
additional 1 month leave for each additional child, as well
as maternity allowance of 100% of the average of
salary/wages in the six months preceding the leave.

Male employees contributing to Sl and having a wife on
maternity leave shall be entitled to take leave leave from
5 to 14 working days as well as the allowance equivalent
to {(the average salary contributing to Sl for six months
preceding the leave) /24 days}x number of leave days.

2 Law on Social insurance No. 58/2014/QH13, Article 4

Voluntary Social Insurance

Pension scheme

Eligible persons are entitled to a pension allowance as
follows:

*  Monthly pension = Pension rate (456% for the first 15
years + 2% for Male and 3% for Female in each
following year) x Average base salary contributed to
Sl. (the maximum rate is 75%)

Pensions are adjusted based on the cost of living on
each period, according to the State’s announcement.

During the retirement period, apart from monthly
pension, the voluntary Sl participants will also receive
a lump-sum allowance. The allowance is calculated
from the 26t year contribution to Sl (for females) and
the 31t year (for males). Accordingly, they are entitled
to 0.5 month of average income contributing social
insurance for each year.

A lump-sum social insurance allowance

Participants will enjoy a lump-sum social insurance
allowance as follows:

* Equivalent to 1.6 months of the average monthly base
salary for Sl contribution period before 2014;

Equivalent to 2 months average monthly base salary
for Sl contribution period from 2014 onwards;

In the event the contribution period is less than 1 year,
such allowance is equal to the contributed amount, and
the maximum amount shall be the average monthly base
salary for S| contribution is 2 months.
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Work-related accidents — Occupational diseases

Employees suffering from a work-related accident or an
occupational disease which meets the relevant conditions
shall be entitled to:

* Alump-sum allowance for reduction in working
capacity from 5% to 30%, or

* A monthly allowance for reduction in working capacity
of 31% or more, or

* An attendance allowance is provided to those
suffering from reduction in working capacity of at
least 81% and rachioparalysis or blindness or
amputation, paralysis of two limbs or mental illness, or

*  Alump-sum allowance for death due to a labor
accident, an life supportaids, orthopedic devices for
those who have impairment of bodily functions.

In addition, after taking leave has not fully recovered
within the first 30 days of returning to work, they can
takean additional 5 to 10 days of leave, and receive 25%
of base salary per day for staying at home, or 0% of
base salary per day if staying in health care centres.

Pension scheme

A pension is granted to employees who satisfy conditions
as stipulated by law; in which, monthly pension is
caleulated by the percentage of pension claim (from 456%
to 75%) multiplied by the average salary contributing to
Sl.

Alump-su eligible for a pension but have contributed to
Sl for less than 20 years; OR, do not contribute to Sl after
1 year after leaving work and would like to claim r a lump-
sum allowance whereas their S| contribution period is less
than 20 years; OR, are suffering from one of the life-
threatening illness; OR going abroad for settlement, have
the o apply to claim lump-sum allowance.

The lump-sum allowance will be granted depending on
years of Sl contribution. For each year of contribution, the
allowance shall be:

* Equivalent to 1.5 months of the average monthly
salary for Sl contribution period before 2014;

* Equivalent to 2 months average monthly salary for Sl
contribution period from 2014 onwards;

Mortality scheme:

Upon meeting certain requirements under the mortality
scheme in accordance with the laws, an allowance
equivalent to ten times the standard minimum salary will
be paid by the social security fund to cover the cost of
the funeral.

In addition, a survivors allowance will be given to the
family or relatives of employees on a monthly basis or by
way of a lump sum.

Voluntary Social Insurance

Mortality scheme

The benefits for voluntary Sl participants shall be as
follows:

* Upon death of participants during the contribution of
the voluntary Sl for a full 5 years or receiving a
pension (or are declared dead by the Court), their
family and or relatives will receive the funeral
allowance (equivalent to ten times of the standard
minimum salary)

Upon death of the participants who are contributing
to voluntary Sl or are receiving a pension, their family
members will receive weekly allowance or monthly
allowance depending on specific cases.
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b) Subjects to contribute Sl

Group 1: Laborers who are Vietnamese citizens

+ Employees working under indefinite/definite duration
labor contracts, seasonal labour contracts, or for
specific jobs from 3 months to under 12 months,
including those with labor contracts signed between
an enterprise and the legal representative of
employees who are under 15 years old in accordance
with the laws,

* Employees having labor contracts with the duration
from 1 month to less than 3 months (effective from 1
January 2018),

» Others, such as cadres, civil servants, office workers,
enterprises managers, cooperatives, etc.

Group 2: Foreign laborers working in Vietnam having work
permits or practice certificates or practice licenses
granted by Vietnamese Authorities (implemented from 1
January 2018).

Group 3: Employers contributing to compulsory Sl
including: agencies, organizations and enterprises hiring
and employing laborers according to the labor
contracts.

c) Contribution rate

The monthly S| contribution is 256.6% of the employee’s
monthly salary, in which, the contribution rate is 7% and
17.5% for employees and employers, respectively
(effective from 1 June 2017):

* The SI, and HI contribution is 20 times of general
minimum wage if the monthly salary for Sl and HI
contribution exceeds 20 times of general minimum
wage.

* The Ul contribution is 20 of times regional minimum
wage if the monthly salary for Ul contribution exceeds
20 times of regional minimum wage.

* The contributed salary paid for compulsory
insurances must not be lower than the regional
minimum wage.®

3 Decision No. 595/QD-BHXH, Article 4, ltem 1
4 Decision No. 595/QD-BHXH, Article 8, ltem 2,
5 Decision 595/QD-BHXH, Article 5, Item 1

6 Decision 595/QD-BHXH, Article 10, ltem 2

Voluntary Social Insurance

Participants of voluntary Sl who are Vietnamese citizens
from 15 years old or above, and those who are not eligible
for compulsory SI.*

The monthly S| contribution is 22% of monthly income
base chosen by the voluntary participants of Sl:

* The lowest income base is the standard rate of low
income households of rural areas in accordance with
the regulations of the Prime Minister,

The highest income base equals to 20 times of generall
minimum wage at the time of payment.®
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Voluntary Social Insurance

d) Payment method

On a monthly basis, no later than the last day of the Participants of voluntary S| may choose one of the
month, enterprises are required to pay S, U, HI following payment methods:

contribution for the employees participating in
compulsory Sl, HI, Ul; as well as to withhold from the
employees’ monthly salary at the prescribed rate and Every 03 months,
remit to the bank account of the social insurance
authorities opened at the State bank or Treasury. Every 06 months,

On a monthly basis,

For other special cases, such as cooperatives, individual Every 12 months,
households, cooperative groups operating in the field of
agriculture, forestry and fishery, etc. are allowed to

contribute every 3 or 6 months.”

One-time payment for number of years but not
exceeding b years per time.

One-time payment for the missing years of Sl
contributions for participants in voluntary Sl who meet
the minimum age criteria to receive their monthly
pension, but the time of Sl contribution is less than full
20 years in order to be eligible for pension.®

e) Contribution procedures?

Participants of compulsory SI must contribute through Participants of voluntary Sl are required to register and

their employers. The employers are required to submit the carry out the relevant procedures at the Sl agencies of
dossier and receive the result electronically, by post, or Districts/ Wards where they are living; and make
directly to the social insurance authorities of Districts/ payment to the Sl agencies in post offices in their
Wards or Provinces which is the place of business Districts/ Wards.

registration.

Branches of enterprises will pay the Sl insurance at the
place where it's Business License is issued.

7 Decision 595/QD-BHXH, Article 7, ltem 1

8 Item 2 Decision 595/QD-BHXH, Article 11 R
9 Decision 595/QD-BHXH, Article 3, Item 1 Tax Newsletter No. 19-2017 6



2. Comparision between compulsory
health insurance and household
health insurance

Household Health Insurance

* 100% of the medical expenses can be claimed for those who are professional officers and non-commissioned officers and
officers and non-commissioned officers specialized in technical areas, and who are serving in the people’s security force;
children aged less than 6 years old.

* 100% of the medical expenses can be claimed for cases where the total expense is lower than the level prescribed by the
Government and conducted at commune hospitals;

*  95% of the medical expenses can be claimed for those who are entitled to pension, monthly allowance for reduction in
working capacity; receiving monthly social welfare allowance as prescribed by the law; poor household members; ethnic
minority people living in areas with difficult or extreme difficult socio-economic conditions.

*  80% of the medical expenses can be claimed for other individuals.

In the event if an individual belongs to more than one category as mentioned above, he/she is eligible for the highest benefit
for the insured category.

b) Subjects and contribution rate'

1. For the employees and the employers Groups of households participating in Hl including
household members except for the ones prescribed in

4.5% of employee’s monthly salary, or salary according Sl 2, B 1 findhe kit sl

to their rank, labor contract, etc., in which employees
contribute 1.6% and employers contribute 3% * The contribution of the first contributor is 4.5% of the

.. . base salary;
2. For social insurance authority J

14.56% of monthly salary, allowance and base salary from The contribution of the second, third, fourth

the Sl fund

contributor is 70%, 60%, 50% of the premiums of the
first one respectively;

& For e Sikeles (oueget The contribution of the fifth contributor and above

4.5% of monthly salary, allowance and base salary which shall be equal to 40% of the premiums of the first one.
have been paid monthly by the State budget

4. For the cases supported by the State budget

4.56% of base salary, in which participants contribute 3%
and the state budget contributes 1.5%

10 Law BHYT 25/2008/QH12 and Law 46/2014/QH13 Amendments to some articles of the Law on Insurance, Article 22
11 Decree 105/2014/ND-CP, Article 12, 13 Health Insurance Law 25/2008/QH12 and Law 46/2014/QH13 Amendments to some articles of the Law on
Insurance, Article 1, 2
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c) Contribution procedures®

Dossier:
* The employees:
« For employees who are working at the entity:

o Adeclaration and adjustment form for the Sl
and HI (Form TK1-TS).

% For the employees working abroad according to
labor contract

o Adeclaration and adjustment form for the SI
and HI (Form TK1-TS).

o Definite term labor contracts for overseas, or
extended labor contracts together with
extension documents, or newly signed labour
contract overseas.

* For the employers:

% Adeclaration and adjustment form for the Sl and

HI (Form TK3-TS).

% List of employees participating in Sl, HI, and Ul
(Form D02-TS).

% List of documents (Form DO1-TS).

The dossier is submitted directly to One-stop section of SI
authority or online

d) Payment method™®®

The employers are required to pay monthly Hl
contribution for the employees, and withhold the HI
contribution from the employees’ salaries, and then
transfer the total amount to the HI fund concurrently.

* For agricultural, forestry, fishery and salt-making
enterprises who do not pay monthly salaries, they are
required to pay quarterly or biannually HI contribution
for the employees, and withhold HI contribution from
the employees’ salaries, and then remit to the HI fund
concurrently.

12 Decision 595/OBb-BHXH, Article 23, ltem 3

13 Health Insurance Law 25/2008/QH12 and Law 4/2014/QH13 Amendments to some articles of the Law on Insurance, Article 15

Household Health Insurance

Dossier:

A declaration form for voluntary HI applicable for each
category of the voluntary participants (Form 01/BHYTTN),
01 copy of the family register. For the case of reduction of
contribution levels, they have to submit 01 copy of HI
cards of people who have already registered

The dossier is submitted to the agency or Sl authority

For those who participate in HI for the first time, or
who have discontinued the contribution for at least 3
months: From 25t day to the last day of month, HI
card is valid for 30 days from the date that the agents
pay to S| authorities.

For cases of extension, or interruption of less than 3
months: the period for contribution is from the 15t to

the 20t day of the month when the HI card is expired,
the Hl card is valid from the beginning of the following
month.

The representatives of the households, organizations
and individuals shall periodically pay the quarterly,
biannual or annual payments to the HI fund.
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Household Health Insurance

e] Conditions'™

*  Present his/her valid Hl card and identification card together with his/her photo.

* In case of emergency, allowing to seek medical care services at any medical establishment and need to present his/her
valid HI card together with identification papers together with photo before he/she is discharged from hospital.

Recommendation

According to the current regulations, during their employment, the employees who are entitled to Sl
contributed by the employers are entitled to claim sickness allowance, maternity allowance, occupational
accidents and diseases, pension, and mortality allowance; persons aged over 15 years but not belonging
to the cases that Sl is contributed by employers, would be allowed to participate to the voluntary Sl in
order to enjoy the benefits of pension and mortality allowance; therefore, choosing a suitable method to
contribute Sl will depend on various factors (i.e. age, status). If you require any further advice on an
appropriate Sl scheme, or Sl compliance services, payroll or Personal Income Tax compliance services,
please do not hesitate to contact us, Grant Thornton Vietnam.

14 Health Insurance Law 25/2008/QH12, Article 28 Tax Newsletter No. 19-2017 9
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