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Disclaimer 

This “Doing Business in Vietnam” is written for intents and purposes as reference and 

orientation for foreign investors and prospect entrepreneur who wishes to do business, to 

invest in Vietnam. The information and analysis or comments herein are of the generic 

nature and are not intended to be nor should it be relied upon as a substitute for a 

professional advice for particular situation. 

For further and detailed information, please address all query and clarification to Nexia STT 

(nexiastt@nexia.vn) or contact our team with the contact details listed in the last page of 

this publication. 

 

mailto:vietnam@ecovis.com
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CHAPTER I. VIETNAM - INTRODUCTION AND OVERVIEWS 

 

The Social Republic of Vietnam is a South East Asia Country bordering the South China Sea. After 

decades of war and building the country, Vietnam has carried out economic reforms in the direction 

of innovation and has transformed its “centrally planned economy” to a "socialist–oriented market 

economy". In the last decade, Vietnam is one of the countries operating most effectively in the world 

with high GDP growth rate and income per capita growth rate. In general, Vietnamese lives were 

better off than 25 years ago with better health, higher incomes and higher life standard. 

1. Geography 

Vietnam completely lies in the tropical zone with the total area of 330,000 km2. It neighbors on the 

People‟s Republic of China, the Lao PDR and Cambodia and has maritime borders with China, 

Cambodia, Thailand, the Philippines, Malaysia, and Indonesia. In Southeast Asia Vietnam landmass 

forms the S -lettered shape on the east side of the Indochinese Peninsula.  

Vietnam is a mountainous country having forest and mountains which covers three quarters of the 

land area and two main cultivated areas which are the Red River Delta in the North and the Mekong 

River Delta in the South. 

Vietnam has 58 provinces and 5 municipalities which are Hanoi, Ho Chi Minh City, Hai Phong, Can 

Tho and Da Nang. Most Government bodies of Vietnam are located in the capital, Hanoi, while the 

commercial hub of the country is Ho Chi Minh City.  

2. Climates 

Vietnam is entirely located within the tropical belt of the Northern hemisphere and has typical climatic 

features of warm weather, high humidity and abundant seasonal rainfall. 

The Northern region experiences monsoonal climate with four distinct seasons: spring (from February 

to April); a hot and humid summer (from May to July); autumn (from August to October) and a cold 

and humid winter (from November to January). The Southern region experiences tropical climate with 

two major reasons: a rainy season from May to October and a dry season from November to April. 

The average annual temperature of Vietnam is about from 22 ºC to 27 ºC. There is approximately 

100 rainy days every year with rainfall between 1,500 and 2,000 mm. Humidity is 80% and sunshine 

time ranges from 1500 to 2000 hours. 

Vietnam is greatly impacted by the northeast monsoon so the average temperature in Vietnam should 

lower than the average temperature of the same latitude countries in Asia. Compared to these 

countries, Vietnam has a colder winter and a less hot summer.  

Due to the influence of monsoon, complex topography, the climate in Vietnam always changes in a 

year, from year to year and from place to place (from North to South and from low to high). 
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3. Population 

Vietnam population is over 90 million people of which 25% are between 10 and 24 years old, it can 

be said that Vietnam is in a „demographic golden age‟. Vietnam has an average population density of 

305 persons per square kilometer of land area1.  The population growth rate is approximately 1.1 % 

per year in 2016. Rural areas account for about 70% of the population residing in while five 

municipalities take the remainder of Vietnam population. The median age in Vietnam is 30.5 years for 

the total, 29.4 years for males and 31.7 years for females (2017 est.)2. 

Vietnam is a multi-nationality country consisting of 54 ethnic groups of which more than 86% is the 

Viet (Kinh). The Viet (Kinh) group mainly inhabits in the Red River delta, the central coastal delta, the 

Mekong delta and major cities. These groups totaling 8 million people scattered over mountain areas 

spreading from the North to the South.  

Additionally, Vietnam has a high literacy rate and high education levels, providing a dynamic and low 

wage labour force. Its geographic location and proximity to the Association of South East Asian 

Nations (ASEAN) neighbors puts Vietnam in a beneficiary position in terms of being an attractive 

investment destination. 

(1) http://databank.worldbank.org/data/views/reports 

(2) https://www.indexmundi.com/vietnam/demographics_profile.html 

4. Languages and Religions 

 Languages 

Vietnamese is an official language of Vietnam which is widely spoken throughout the country by all 

ethnic groups. Besides, all Vietnamese laws, decrees, rules, regulations, and decisions are in this 

language. English is increasingly popular in business community and becomes the most common 

language in Vietnam especially urban areas while other languages which are French and Chinese are 

also widely used. 

 Religion 

Vietnam has a rich and wide variety of religions including religions based on popular beliefs or from 

the outside, and several indigenous religious groups. The largest of the major world religions in 

Vietnam is Buddhism accounting for 9.3% of Vietnam population while the second largest foreign 

religion is Catholicism (6.7%). The other religions in Vietnam are Hoa Hao (1.5% of Vietnam 

population), Cao Dai (1.1%), Protestantism (0.5%), and Islamism (0.1%). The population with no 

religion is 80.8 % of population in Vietnam. 

5. Government and Legislation 

The Socialist Republic of Vietnam is a single-party state under the leadership of the Vietnam 

Communist Party of which Politburo and Central Committee decide major policy issues. To outline the 

country's overall direction and policies for the future course, a National Congress is organized by the 

Party every five years. The National Assembly including 500 directly elected members serving a five-

year term is the supreme organ of State and the only body with constitutional and legislative power.  

http://databank.worldbank.org/data/views/reports
http://en.wikipedia.org/wiki/Single-party_state


NEXIA STT - Doing Business in Vietnam 

Chapter I. Vietnam - Introduction and Overviews 

6 

 

The President of the State, the Prime Minister, the Chairman of the National Assembly, the Chief 

Justice of the Supreme People‟s Court, and members of the Standing Committee of the National 

Assembly are elected by the National Assembly. The National Assembly exercises supreme control 

over all activities of the State. 

The Government is the highest organ of State Administration of the Socialist Republic of Vietnam and 

the executive organ of the National Assembly. Overall management of the work for the fulfillment of 

the political, economic, cultural, social, national- defense, security and external duties of the State are 

carried out by the Government. 

The Judiciary includes the Supreme People‟s Court headed by the Chief Justice who is accountable to 

the National Assembly. Subordinate courts of the Supreme People‟s Court are Provincial and District 

People‟s Courts, Military Tribunal and Special Tribunals. 

The People‟s Councils supervises the People‟s Committees which are respectively responsible for the 

administration of the provinces, cities, special zones and lower administrative levels. Vietnam has 58 

provinces and 5 municipalities under the central government. 

6. Economy 

Vietnamese citizens witnessed the country‟s substantial and sustained economy growth since the 

introduction of the economy reform. The economy continues its impressive upturn with average GDP 

growth rate of approximately 7% -8% per annum from 2000. The GDP growth rates was reported at 

6.21%, 6.81 for 20173. 

In the upcoming future, Vietnam is expected the stable and positive economic outlook and maintains 

strong macroeconomic performance led by burgeoning domestic demand, rising exports, and an 

expansion of its economic reform effort. Since 2001, the Government has confirmed their 

commitment to economic liberalization and international integration and implemented the structural 

reforms to modernize the economy and to produce more competitiveness and export-driven 

industries. Particularly in December 2001, the bilateral trade agreement has been signed between 

Vietnam and United States which is expected to increase Vietnamese exports rapidly. 

Vietnam is trying to promote job creation in order to keep up with its high population growth rate but 

Vietnam‟s ability to create jobs will be constrained by the global financial crisis and this will result in 

lower exports, corporate bankruptcies, and decreased foreign investment. Finally, Vietnamese 

authorities is struggling for high levels of inflation which requires them tighten monetary and fiscal 

policies promptly. 

(3) https://www.gso.gov.vn 

7. Trade Integration 

Vietnam‟s economy has also showed further integration with the rest of the world through several 

important free trade agreements that comprise both collective agreements in which Viet Nam is one 

of the member and bilateral FTAs (namely FTAs with China, Japan, Korea, EU, and Australia/New 

Zealand). 

ASEAN & WTO 

The country also has been experiencing the two most significant changes towards a more liberal 

economy for economic development which are Vietnam‟s commitment to ASEAN Free Trade Area 

(AFTA) and WTO‟s accession since January 2007. The two turning-points are forecasted to have great 
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effects on the economy. The first point requires Vietnam to eliminate all tariff and non-tariff barriers 

for goods from ASEAN countries and open domestic market for goods from other zonal countries and 

the second point primarily purports to remove investment prohibition, enhance investment 

environment, and allure foreign investment from worldwide. 

The gradual opening of most service sectors under Vietnam‟s WTO commitments schedule that began 

in 2007 has been completed in 2015. Domestic law has expanded market access in some sectors 

beyond those of Vietnam‟s WTO commitments. For example, foreign shareholding in public 

companies that was previously capped at 49% is now, notwithstanding some exceptions, generally 

open for to up 100% foreign ownership. Vietnam also grants investment incentives including tax 

breaks in areas, such as high-tech, environmental technology, and agriculture, where European 

businesses are global leaders. 

ASEAN Economic Community 

From a regional point of view, the first major change for Vietnam is the establishment of the ASEAN 

Economic Community completed by the end of 2015 and starting January 2016 which represents a 

key step for regional integration on all levels. According to a study by KPMG this year, the AEC is 

defined by four pillars: creating a single market and production base, increasing competitiveness, 

promoting equitable economic development, and further integrating ASEAN with the global economy. 

By integrating the region‟s economies, the AEC will combine 600 million people and a GDP of USD 2.4 

trillion. By allowing the free flow of goods, services, investments, and skilled labour, and the free 

movement of capital across the region, an Asian Development Bank (ADB) Institute study has shown 

that with the establishment of the AEC, the ASEAN region could see its per capita income triple by 

2030 and therefore witness a strong improvement in the quality of life, reaching the same level as 

that of the OECD member countries. (Euro Cham White Book) 

Trans Pacific Partnership (TPP) 

Another significant free trade agreement, the Trans-Pacific Partnership, will be likely to add 0.11-2.11 

percent to Vietnam‟s real GDP. 

On 5 October 2015, the Trans Pacific Partnership (TPP) including twelve countries (Australia, Brunei, 

Canada, Chile, Japan, Malaysia, Mexico, New Zealand, Peru, Singapore, Vietnam and the US) was 

signed in principle. After that, each country has been ratifying it and eventually concluded on 23 

January 2018, the remaining 11 countries signed negotiations for the Comprehensive and Progressive 

Agreement for Trans-Pacific partnership (CPTPP). 

The TPP will have a strong impact on Vietnam as it is estimated that in one decade, Vietnam‟s GDP 

will increase by 11% and as Vietnam‟s economy relies on exports and trades enormously with the 

US19 and with over 18.000 tariffs, it is estimated that exports will rise by 28% with a 50% increase in 

apparel and textile. As such, Vietnam will be able to tap into new markets to which it does not yet 

have access to. Nonetheless, many obstacles will also arise as Vietnam will have to comply with new 

complex standards of packing, labour conditions, design, antibiotic residues etc. Moreover, entering 

into the TPP will force Vietnam to comply with new standards of labour unions and IPR as well as no 

preferential treatment to SOEs which will trigger changes in the overall Vietnamese economy.  

The EU-Vietnam Free Trade Agreement  

On 2 December 2015, the EU and Vietnam officially concluded the negotiations of the free trade 

agreement in Brussels in the presence of Prime Minister Nguyen Tan Dung and EU high 

representatives, Jean-Claude Juncker, President of the European Commission, Donald Tusk, President 

of the European Council as well as Martin Schulz, President of the European Parliament. On this 
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occasion, Mr. Juncker stated that „today‟s signature is not the end of our relations but the beginning 

of far more ambitious ties‟, highlighting the constant development of EU Vietnam relations over the 

23 years.  A few months earlier, on 4 August 2015, in the midst of celebrations of EU Vietnam‟s 25 

diplomatic relations anniversary and after almost three years of negotiations, EU Trade Commissioner 

Cecilia Malmström and Vietnamese Minister of Industry and Trade Vu Huy Hoang had agreed in 

principle on a comprehensive and ambitious trade and investment agreement.  

This free trade agreement is significant for Vietnam and for the EU as the EU is an important market 

for Vietnam in terms of trade. Vietnam‟s prominent exports include textiles, electronic items, 

footwear, coffee, seafood and furniture. Moreover, Vietnam has benefited from the EU‟s Generalized 

Scheme of Preferences (GSP) which provides preferential tariffs to Vietnamese exports into the EU. 

Exports to EU reached the peak at 45.2% in 2011 and respectively decreased due to global financial 

crisis from 2012 to 2016, then showed the upward trend at 12.7% in 2017. 4 

4 https://www.customs.gov.vn 

8. Infrastructure 

The Vietnamese government has had various programs to upgrade and expand the existing 

infrastructure. Vietnam‟s main transport and communication networks are roads, railways, shipping 

lines and airlines. Vietnam now has total length of road  of  222,179 km of which 17,300 km of 

national highways and about 20% of these roads are paved.  For the period of 2008 to 2020, the 

Government has estimated that the capital for the development of national highways needed is USD 

18 billion, of which is USD 6.4 billion earmarked for provincial roads. Highway No. 1 is centered 

transport axis with total length of 2,247 km connecting 6 over 7 economic zones in Vietnam. 

Construction on the Ho Chi Minh City to Phnom Penh section of the Trans-Asia highway has been also 

completed. Key economic regions are linked by a number of highways which is currently upgraded. 

Vietnam now has about 3,260 km of railway network, of which 60% are available on the Northern 

line from Hanoi to Lao Cai via Thai Nguyen, Hai Phong, Uong Bi, and Lang Son. Services on the 

Southern line from Ha Noi to Ho Chi Minh City including Reunification Express train with stops in Vinh, 

Hue, Da Nang, and Nha Trang. Contributing the economic prospect in the North is Hanoi – Hai Phong 

which is one of two main railway lines. At the present, the country is considering the implementation 

of North – South high-speed railway system with total of expected investment of more than USD 30 

billion. 

Inland waterway is supportive to business with more 2,360 rivers. Red River and Mekong River are 

considered to be the backbone in inland waterway transport. Despite of its limitation, this way of 

transportation is preferred at cheap cost, and exclusively suitable for some certain kinds of goods.   

Vietnam airline networks connect main cities in Vietnam with a lot of key cities over the world. There 

are direct flights from foreign countries to Hanoi and Ho Chi Minh City and from Hanoi and Ho Chi 

Minh City to major cities and provinces which are all relatively convenient.  

In Vietnam, there are over 100 sea ports which contribute to an important aspect of Vietnam sea 

transport in both domestic and international trade. With total coastal lines of 3,260 km and significant 

position in the East-West sea route with many deep-water ports, most of massive transportation from 

outbound into Vietnam is implemented through there. The ports in Vietnam is typically developed and 

managed by state-owned enterprises.  The major ports are located in Hai Phong, Da Nang and Ho Chi 

Minh City of which two main ports in Vietnam are estuarine ports which are Haiphong port in the 

North and Saigon port in the South, respectively located 30km and 90km inland. Ports accounting for 
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two-thirds of total throughput are still in the area surrounding Ho Chi Minh City. Many ports have 

been upgraded and others are scheduled to be upgraded. 

9. Foreigners To Buy Properties in Vietnam 

Under the provisions of the new Housing Law, the requirements for foreigners to buy and own homes 

in Vietnam have been loosened. 

Specifically, foreign organizations and individuals investing in Vietnam, branches and representative 

offices of foreign companies and investment funds and foreign banks operating in the country have 

the right to buy condominiums or own and inherit as gifts at most 30 percent of the apartments in a 

condo building. 

Regarding individual properties including villas and semi-detached houses in an area with the number 

of people equivalent to that in a ward-level administrative unit, foreigners are allowed to buy or own 

a maximum of 250 houses with the time span of 50 years. 

They are also entitled to buy or own a house or condo much longer than the 50-year limit if married 

to a native Vietnamese person. 

After the 50-year period of house ownership, under the new Housing Law, foreign individuals can 

carry out procedures to extend the ownership once, but not for more than 50 years. 

The old law permitted them to own only one piece of property for a maximum time frame of 50 

years. 

In addition, foreigners and overseas Vietnamese are eligible for housing ownership in Vietnam as 

soon as they arrive in the country, if they meet immigration requirements. 

10. Business Hours 

The working hours in Vietnam are normally from 8 A.M to 5 P.M, from Monday to Friday in a week for 

Vietnamese business, Government offices and Banks. Particularly, there are some branches of banks 

opened in Saturday from 8 A.M to 12 A.M for the convenience of transferring money of customers 

and other businesses. 

11. Currency 

Official currency of Vietnam is the Dong (abbreviated “VND”).  Foreign currencies can be exchanged 

for VND and treasury notes in banks, exchange bureaus, hotels, and jewelry shops at the daily 

exchange rate. Foreign currency income generated in Vietnam from exports, services and other 

businesses should be deposited or sold at licensed banks in Vietnam accordance with payment terms 

of the contract or the payment documents. There is restriction on the quantity of foreign currencies in 

or out of the country.  

The Vietnamese dong has been devalued for three times in 2015, but it will be less likely to lose value 

again this year as the U.S. Federal Reserve confirmed its intention to delay an interest rate hike until 

at least later this year, combined with the SBV‟s announcement that it would hold the foreign 

exchange rate stable until early 2016. 

On a positive note, inflation is now at the lowest level in the last ten years and bank interest rates are 

expected to stay at their current low level for a considerable length of time. 
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12. Stock Exchanges 

Vietnam has two major Stock Exchanges which are the Ho Chi Minh City Stock Exchange (HOSE) 

established in Ho Chi Minh City in July 2000 and the Hanoi Stock Exchange (HNX) established in 

Hanoi in June 2009. After the establishment of the first Stock Exchanges (HOSE), the Vietnam‟s share 

price index is significantly fluctuated from initial base level of 100 to 700 at the late of 2017. There 

has been a steady increase of listed stocks in the Stock Exchanges. 
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CHAPTER II. FOREIGN DIRECT INVESTMENT 

 

1. Investment Climate 

Vietnam has a long-term development strategy focusing on attracting foreign capital with number of 

the country‟s offers which make Vietnam favorable to foreign investment. Vietnam is now also 

considered as one of the safest investment location in the worlds because of its stable political and 

macroeconomic situation: 

In order to improve the investment climate, Vietnam has become a member of ASEAN, made the 

country‟s commitment to ASEAN Free Trade Area (AFTA) and WTO‟s accession since January 2007. 

Besides, Vietnam has signed various agreements with international organizations (International 

Monetary Fund, World Bank, etc) and countries (US-Vietnam Bilateral Trade Agreement 2001, Vietnam- 

Austria Double Tax Agreement 2009, etc) and Vietnam has signed Most Favored Nation agreements 

with more than 89 countries. The country has also a lot of efforts in liberalizing the service sector in 

Vietnam.  

Vietnam has abundant human resources who are quite knowledgeable and relatively young. Vietnam is 

considered as a potential domestic market for labour and goods markets and people's lives become 

increasingly advanced. Regarding the quality of human resources, the development index of Vietnam's 

human resources is at a higher level in comparison with economic development. The Vietnamese 

human resources are capable of absorbing and adapting quickly to the technology transfer activities, 

which also reflects the advantages of labour force of Vietnam in the long term. The employee cost of 

engineers and workers in Vietnam were rated as more favorable than in neighboring countries (salaries 

only by 60-70% in China, Thailand, 18% of Singapore; 3 -5% of Japan). 

Business entities in Vietnam have been gradually formed, developed and motivated towards the 

liberalization of trade and investment which facilitate business cooperation and fair competition. The 

process of reform in the fields of finance has been boosted through the restructuring of the banking 

system, adjustment of exchange rate, tax reform, State administrative reform, etc. 

The Government‟s policies focusing on developing the economy with many economic components also 

enable enterprises of all economic sectors to cooperate and fairly compete. They also attract more 

domestic and foreign resources for economy and society development. The fact that the State invests 

significantly in infrastructure development and economic and social systems such as roads, bridges, 

ports, communication systems, electricity and water, etc could step up administrative reform to 

improve efficiency of State management over the years. This has markedly improved conditions and 

business environment for enterprises. 

Foreign investors are allowed to invest in most sectors of the economy, having the right to select on 

the investment form, location, investment partners and the scale of projects. The foreign investors are 

also allowed to directly recruit employees, and they are encouraged to invest in industrial zones, export 

processing zones and hi-tech parks. 

 

2. Licensing Bodies 

The Government agency responsible for managing foreign investment activities is the Ministry of 

Planning and Investment (MPI). Local licensing authorities, including Department of Planning and 

Investment ò Provincial People‟s Committees and Board of Administration of Industrial Zones, Export 
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Processing Zones and Hi-tech Zones are responsible for the granting of investment certificates for 

enterprises and contracts with foreign invested capital in Vietnam. The feasibility of enterprises with 

conditional projects (such as trading and distribution, real estate, mining, etc.) is examined and 

referred to the relevant ministries for comments. 
 

3. Foreign Investment Vehicles 

3.1. Wholly-Foreign Owned Enterprise (WFOE)  

A WFOE is in the form of a limited liability company or a shareholding company which is established by 

one or more foreign investors. The WFOE is not required a minimum investment capital except for 

particular business lines as banking, insurance and real estate, etc.  With this form, the investors have 

the right to remain complete control over the management of the investment without the involvement 

of Vietnamese partners. 

3.2. Joint Venture (JV) 

The JV is a co-operation between the foreign partner(s) and Vietnamese partner(s). Under this form, 

the foreign investors establish a legal entity with one or more Vietnamese partners in the form of a 

limited liability company (LLC) or shareholding company (SC). Besides, they could purchase the capital 

contributions of LLC or the shares of an existing company in Vietnam. 

There is no minimum capital requirement from the foreign side in the JV form. The Vietnamese partner 

will often contribute land use rights (LURs) and cash while foreign partner usually contribute cash and 

assets as plant, machinery and equipment, know-how, etc. 

3.3. Business Co-operation Contract (BBC)   

The BCC is a form of investment which was signed between the investors to cooperate on business 

profit sharing and production sharing without creating a legal entity. During the performance of the 

BBC, it is allowed to establish an operating office in Vietnam to act as its representative. Business 

objects, content of collaboration between the parties, business term, rights, obligations and 

responsibilities of each party, relations between the parties, management agreement, etc will be 

specified in the contract. The coordination board is responsible for the affairs of the BBC as its 

functions, duties and powers shall be as agreed by the business cooperation parties. 

3.4. Build-Operate-Transfer (BOT), Build-Transfer-Operate (BTO) and Build-Transfer 

Contracts (BT) 

These investment forms are generally entered into between the foreign investors(s) and an authorized 

State body to encourage the construction and development of Vietnam's infrastructure in the field of 

transport, electricity production, water supply and water treatment, and drainage. In these forms, the 

Government encourages the investment in infrastructure facilities as roads, railways, air and sea ports, 

etc with no restrictions on the infrastructure sectors open to foreign investors.  

 BOT 

Build-Operate-Transfer contract is a form of investment was signed between the State competent 

agencies and investors to operate an infrastructure project in a specified period of time. After this 

period of time when the foreign party finances, constructs and operates the BOT project, the project 

will be transferred to the Vietnamese Government without any compensation. If there is no asset 
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transferred to the Government at the end of the project's life in BOT project model, the investors will 

be compensated through the favorable tax treatment they receive and through various other 

mechanisms. Candidates which are regarded as ideal for a BOT project consist of highways, bridges, 

ports, public utilities, etc. 

 BTO 

The foreign investor will transfer the facility to the Vietnamese government for no compensation when 

completing the BTO project and the government will grant the investor the right to operate the facility 

for a fixed period in return. 

 BT 

In this form of investment, after completing the construction project, the foreign investors will transfer 

the project to the Vietnam Government and the government will create conditions for the foreign party 

to run another project in order to make the investment recovery of the BT project or they will make a 

payment for the project under the agreement in BT contract. 

4. Market Entry 

4.1. Resident Representative Office (RO) 

The Vietnam Government allows foreign investors to establish a legal presence in Vietnam through a 

resident representative office, the simplest form of establishing a legal presence in Vietnam, as their 

first step in the investment process. The RO is governed by regulations and licensed by the Ministry of 

Trade or responsible body in particular industries. The RO‟s functions are regulated to seek and 

promote opportunities for commercial activities in Vietnam which is not the activities engaging directly 

in profit-making activities. There is a restriction on RO activities to marketing, liaison, and the general 

supervision and monitoring of the company‟s products or services, or projects carried out in Vietnam 

while an RO is also permitted to hire local Vietnamese employees and conduct administrative functions 

on behalf of its company. The principal purpose of an RO is for a foreign entity to facilitate the 

promotion of products or services. The RO has a term of operation of five (05) years which could be 

renewable. 

4.2. Branch 

A branch office is a dependent unit of a foreign entity and is permitted to conduct commercial activities 

for direct profit-making purposes in Vietnam according to the international treaties signed between 

Vietnam and other countries. In Vietnam, there are only foreign laws firms, banks, credit institutions, 

insurance, tobacco, limited trading and tourist companies which are allowed to establish branches with 

a number of limitations to follow. Besides, the scope of goods and services of a foreign branch is 

limited to particular industries and commodities and a branch license is generally harder to acquire than 

an investment license in practice in Vietnam. 

4.3. Foreign Contractor 

A foreign contractor may be a foreign organization or individual not having a legal presence in Vietnam 

and its activities are on a contractual basis which is limited to the provision of services, goods to other 

entities in Vietnam. This business form is popular amongst foreign organizations and individuals 

carrying on business in Vietnam in a short term and not intending to establish a long-term presence in 
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Vietnam. In some projects, such as EPC, a construction contracting license is required to be obtained 

by the foreign contractors from the Ministry of Construction or local Departments of Construction. 

5. Special Economic Zone 

 Industrial Zones (IZ) is an area specializing in producing industrial goods and 

performing services for the manufacturing industry and is defined geographical boundaries, 

established in accordance with the Government regulations. 

 Export Processing Zone (EPZ) is an industrial zone in definite geographical boundaries specializing 

in manufacturing exports and performing services for export and export activities and is 

established in accordance with the Government regulations. 

 Hi-tech Zone (HTZ) is an area specializing in researching, developing, applying high 

technology, creating hi-tech business, training employees in hi-tech industries, manufacturing and 

trading hi-tech products. The HTZ has geographical boundaries identified and established in 

accordance with the Government regulations. 

 Economic Zone (EZ) is an area having separate economic spaces with economy, business and 

investment environment particularly convenient for investors. It has defined 

geographical boundaries established in accordance with the Government regulations. 

EPZ, IZ and HTZ and EZ offer foreign enterprises a self-contained industrial estate with complete 

infrastructure facilities as electricity, water, transportation, warehouses, offices, showrooms and 

telecommunications. They are also close to main roads, ports and/or an airport. While the country has 

a substantial lack of infrastructure, these zones have become attractive to foreign investors especially 

in the manufacturing and service sectors that are export oriented. In addition, sometimes some 

incentives are given to enterprises in these zones and the usual administrative procedures are 

significantly reduced. 

6. Investment Guarantees 

The Investment Law includes various provisions providing guarantees relating to the foreign investors‟ 

assets and businesses. 

The Vietnamese government regulates that foreign-invested capital and lawful assets will not be 

subject to nationalization, expropriation, or requisition. The Vietnamese Government also guarantees 

fair and equitable treatment among foreign organizations and individuals who have investment in 

Vietnam. Where changes in the laws of Vietnam adversely affect the foreign investors‟ interests, the 

MPI will take measures to protect foreign investors. In addition, their disputes can be settled or 

reconciled by the Vietnam International Arbitration Centre. 

Pursuant to the investment law, if it is real necessity for the purpose of national defense and security, 

or in the national interest, the State may acquire lawful assets of foreign investors. After acquiring the 

assets, they will be given compensation at prevailing market prices of these assets on a non-

discriminative basis and in a freely convertible currency that can be remitted abroad. The law also 

regulates that in terms of intellectual property, market access, and the right to remit their capital and 

assets out of Vietnam, the foreign investors are also protected. Their remittance of profit and other 

gains may only be done after satisfaction of all financial obligations (including applicable taxes) and can 

be implemented right after the foreign investor‟s notice on such to its tax administrator in written form 

within 07 days prior to remittance.  In fact, the foreign investors are protected after considering the 

bilateral investment protection treaties between Vietnam and their home countries. 
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CHAPTER III. TAXATION 

1. Overview 

A number of amended tax laws have been issued since 1999 when the Government of Vietnam has 

radically the taxation system in Vietnam which contains various direct and indirect taxes as other fees, 

charges. The following main taxes may impact on foreign investments and foreign contractors‟ 

activities in Vietnam: 

 Corporate Income Tax 

 Value Added Tax 

 Personal Income Tax 

 Foreign Contractor Tax 

 Special Sales Tax 

 Environmental Tax 

 Import and Export Duties 

2. Tax Administration 

The authority body responsible for the tax administration is the General Department of Taxation which 

operates under the Ministry of Finance. Besides, the tax affairs of licensed enterprises within provinces 

in Vietnam are also monitored and administered by the provincial Tax Departments which are entitled 

to collect taxes within their jurisdiction. The Vietnam Government has promulgated the Law on Tax 

Administration No 78/2006/QH11 dated 29 November 2006 (and amended in 2012, 2014 and 

continued for being amended in 2016 for some articles) providing for the administration of taxes 

and other revenues of the State budget managed and collected by the tax authorities according to the 

law. 

3. Corporate Income Tax (CIT) 

The CIT is levied on taxable income of local enterprises, foreign entities as foreign-invested companies 

and foreign parties to business cooperation contracts (BCCs) and all domestic entities which invest in 

Vietnam.  

3.1. Taxable Income 

The taxable income is defined as the difference between total revenue and reasonable and valid 

expenditures. Total revenue includes all income from sales, provision of services and other additional 

profits acquired by the company from its business activities and “other” incomes. 

3.2. Deductions 

The deductible expenses are incurred for the purpose of earning taxable profits and they should fall 

into the specified categories including costs relating to production, employees, financing, insurance, 

accounting, and management. According to the Law on CIT, deductible expenses must be reasonable 

and legitimate and meet all three (3) conditions: i) the expenses are actually incurred related to 

business operations; ii) there are proper documents for supporting the expenses; (iii) is paid by non-
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cash payment if value for each invoice is VND20 million or more. Therefore, by practice in the 

business operation, there always arises a difference between accounting expenses and under tax law 

expenses. All expenses that the investors must pay are accounting expense but not all of which are 

considered as deductible ones (under CIT law). Below are some of examples prescribed by CIT 

regulation to be defined as non-deductible expenses: 

 Depreciation expense corresponds with the value of more than 1.6 billion historical cost of a 

car with less than 9 seats is not deductible; 

 Interest on loans from non-economic and non-credit organizations exceeding 1.5 times the 

interest set by SBV; 

 Unrealized foreign exchange losses due to the year-end revaluation of foreign currency items 

other than account payables; 

 Interest deduction exceeding 20% EBITDA if the enterprise has transactions with related 

parties; 

 Staff welfare (including welfares provided to staff‟s family members) exceeding one month‟s 

average salary based on the total actual paid salary within a year; 

 and others 

  

3.3. Tax rates 

Standard CIT rate is 20% applied since 2016.  The rate for business activities in the search, 

exploration and exploitation of petroleum is from 32% to 50; precious and rare natural resources 

other than petroleum might have a higher rate (50% or 40%). The preferential rates of 10% and 15% 

will be applied to investment projects on their fields of particular business and/or geographical location 

pursuant to the CIT law. 

3.4. Tax Incentives 

Tax incentives are in the form of exemptions and reductions in the payable tax amount, the tax rate 

and the period of tax reductions and exemptions. 

Tax rate:  

 10% for the first 15 years  is applicable to enterprises‟ new investment projects operating in 

areas with extremely difficult socio-economic conditions or in encouraged fields such as 

scientific research and technological development, production of software, renewable 

energies, environmental protection etc.; This rate is also for the whole project life which 

operates in socialized fields (education, health care, sports etc.) 

 17%% for the first 10 years is applicable to enterprise‟s‟ new investment projects operating in 

areas with difficult socio-economic conditions or in encouraged fields such as production of hi-

class steel, energy-conserving products, machinery and equipment for agriculture, forestry, 

building and development of traditional handicraft production .  
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The tax holiday is from two to four years, while reduction of 50% of the payable CIT can be given to 

encourage the enterprises established in the investment projects in the period that is no more than 

nine years after the tax holiday according to the law. The law also regulates special tax incentives with 

the aim of supporting enterprises with many female workers or ethnics and the aim of developing 

certain encouraged industries or certain areas as Hi-tech Zones, Economic Zones, etc. Duration for tax 

holiday or reduction is counted from the first year an enterprise has taxable income but during the 

first 03 years, the enterprise does not have taxable income, duration will be counted from the fourth 

year since the year it has turnover. 

3.5. Tax Year 

The tax period is determined by calendar year or fiscal year or each time of generating income 

applicable to foreign enterprises regulated in the laws. Companies must notify their financial year and 

tax year with the tax authorities in their tax registration. If the first tax period or last tax period is 3 

months or less, business establishments are allowed to combine two consecutive tax periods into one. 

3.6. Change of tax period 

The entity is accepted to change its tax period (including the change of tax period from calendar year 

to fiscal year or vice versa). The tax period of enterprise income must not exceed 12 months. The 

entity during the time enjoying the preferential enterprise income tax with the change of tax period 

shall have the right to choose: preference in the year of change of tax period or payment of tax at the 

ordinary rate of tax of the year of change of tax period and enjoying the tax preference to the 

following year. 

3.7. Losses Carry Forward 

Enterprises having losses are allowed to carry forward losses continuously and entirely to subsequent 

years and the losses shall be deducted from taxable income. The time for carrying forward losses shall 

not exceed five (05) years consecutively counting from the year following the year incurred losses. 

3.8. Relief from Tax 

There are over 70 Double Tax Agreements (DTAs) as Vietnam is a signatory with other countries 

providing some clarity where issues of double taxation arise. In fact, the tax exemption or reduction 

under DTA is not automatically applied because an official approval for tax relief must be obtained 

from the tax authorities. 

Anti-Avoidance Measures 

There is no general anti-avoidance provision in Vietnam but the country has substantial penalties for 

breaching tax regulations. The Vietnamese Government has issued Decree 20/2017/ND-CP which 

came into effect since May 2017 and Circular 41/2017/TT-BTC providing guidance on tax 

administration for enterprises in transfer pricing. 

Replacing not-so-closed regulations on transfer pricing in Circular 66/2010/TT-BTC, Decree 20 and 

Circular 41 introduce the interpretation of principles from Organization for Economic Cooperation and 

Development (“OECD”) to specify its application to transfer pricing in Vietnam. 

Under the regulations, since the financial year 2017, the enterprises are compulsory to submit the 

Declaration forms on related party relations and related party transactions (Form No. 01 given in the 

Appendix to the Decree No. 20/2017/ND-CP) together with the submission of CIT finalization. 
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Moreover, the regulations in this Decree also stipulate that taxpayers shall be responsible for retaining 

and providing the transfer pricing documentation package, including Form No. 02 – Local File, Form 

No. 03 – Master File and Form No. 04- Country-by-Country Report. Transfer pricing documentation 

package must be prepared before the time of filing corporate income tax finalization returns each 

year, and must be stored and presented to meet the demand for information requested by tax 

authorities. 

Generally, transfer pricing has been one of the key focus of tax office recently as many giant foreign 

enterprises are witnessed to declare their loss after long investment in Vietnam. Pertained the 

establishment of Transfer Pricing Audit Department within GDT and some local tax offices (Hanoi, Ho 

Chi Minh, Binh Duong, Dong Nai), tax offices reinforce their control this issue over investigation.  

4. Value Added Tax (VAT) 

The Law on VAT is an indirect tax system which applies to goods and services used for production, 

business and consumption in Vietnam. The law regulates that VAT is calculated on the sale/purchase 

price of the relevant goods or service before the addition of VAT. The VAT also applies to the duty-

paid value of imported goods while the importer must pay VAT to customs with the payment of import 

duties. If the goods and services are subject to special sales tax (SST), VAT is calculated on the sale 

price including SST. If the goods and services are subject to environmental tax (ET), VAT is calculated 

on the sale price including ET. If they are the imported goods and service, the VAT is calculated on 

the imported price at the border gate plus import duties (if any) plus SST (if any) plus ET (if any). 

There are two (02) methods of calculating VAT: (i) tax credit (standard method); and (ii) direct 

taxation on value added. The former shall apply to business entities and organizations, enterprises 

established under the Law on Enterprises or the Law on Cooperatives; and enterprises with foreign-

owned capital, etc. The latter shall apply to production and business individuals who are Vietnamese, 

foreign organizations and individuals operating business in Vietnam do not establish a legal entity in 

Vietnam or do not maintain adequate books of account, invoices, and source documents to enable tax 

calculation by the tax deduction method, etc. 

There are three (03) VAT rates that are 0%, 5%, and 10%. The normal rate is 10% which is 

applicable to most goods and services while 5% tax rate is for a number of essential goods and 

services, and 0% tax rate is mainly for exported goods or services meeting certain requirements 

according to the law. 

Besides, there are some of goods and services not subject to VAT such as some of financial and 

securities services, medical services, education and vocational training as prescribed by law, public 

transport, some of goods that cannot be manufactured in Vietnam and must be imported, goods 

temporarily imported or temporarily exported, raw materials imported for manufacturing or export 

processing under contracts with foreign partners. 

5. Special Sales Tax (SST) 

The SST is imposed on the production or import of certain goods and the provision of certain services 

while export products are exempted from SST. The SST rates range from 10% to 70% which 

depending on the category of products and services. As described in the SST law, the tax is calculated 

based on the selling price at the place of production but excluding this tax and VAT or CIF price plus 

import duty (if any) plus ET (if any) for the import products. 
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Imported goods are subject to SST at both importing and selling stage however SST paid at importing 

stage can be creditable against SST payable at selling stage. 

When SST liable goods is produced from SST liable raw materials, tax payers can claim for SST paid 

out upon the purchase domestically or upon the import of materials. 

6. Environmental Tax (ET) 

Environmental protection tax means indirect-collected tax, collected on products and goods when used 

to cause negative environmental impacts. The ET is imposed on the production or import of certain 

goods based on Absolute tax rate while export products are exempted from ET except for purchased 

goods which are taxable to ET to export. 

7.  Personal Income Tax (PIT) 

An individual who may be foreign or Vietnamese shall be regarded as resident in Vietnam for the PIT 

tax purposes if he is present in Vietnam for 183 days or more in a calendar year or twelve consecutive 

months from the first point of entry. The same thing will be applied to him if he has a regular 

accommodation in Vietnam under Law on residence or rents a house in Vietnam under a rental 

contract lasting 183 days or longer in the tax year. While a resident must pay PIT for both Vietnam-

sourced income and foreign country-sourced income, a non-resident only pays for Vietnam-sourced 

income.  The types of income are subject to the PIT are income from business, income from salary, 

wages in cash or in kind, income from capital investments, income from capital transfer, income from 

winnings or prizes, etc. 

The PIT law regulates that the taxpayer may deduct VND3.6 million per dependent per month and 

VND9 million per month as a personal deduction. Deductions are also permitted for contributions to 

raise or care for children in an especially difficult situation, for disabled people, elderly feeble people; 

and to charitable, humanitarian, and study promotional funds. 

The PIT tax rates for income generating from employment and business income for residents of 

Vietnam are progressive rates ranging from 5% to 35% per month while non-residents of Vietnam will 

be applied to tax rate of 20% from Vietnam-sourced income for the employment income. Other types 

of income are subject to various tax rates as described in the law. 

8. Foreign Contractor Tax (FCT) 

The Ministry of Finance issues the Circular 103/2014/TT-BTC to guide the implementation of tax 

obligations applied to foreign organizations (whether they have a PE in Vietnam or not) or 

individuals (whether they are residents of Vietnam or not) doing business or having income derived in 

Vietnam are subject to FCT. 

The circular states that the income which is derived in Vietnam is defined as the income of a foreign 

contractor or foreign sub-contractor in any form and it is paid by a Vietnamese party regardless with 

the business establishment location where the foreign contractor or sub-contractor conducts its 

business activities. Generally, subjects of FCT are foreign companies and individuals without a legal 

presence in Vietnam if the services are performed in Vietnam or the income derived in Vietnam. 

Eventually, this is not distinguished tax and merely a collection mechanism for VAT and CIT/PIT levied 

on income of foreign organizations/individuals.   
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8.1. Methods of Payment 

There are three methods of payment under which the foreign contractors may declare and pay FCT: 

 Declaration Method (or VAS Method):  Mechanism of this method is to treat a foreign entity as a 

local one. Foreign entity might apply this method if they meet these conditions: 1/have a 

Permanent Establishment (PE) or tax – resident in Vietnam, 2/project lasts for 183 days and more, 

3/ apply fully Vietnamese Accounting System. In connection thereof, foreign entity will have its tax 

code granted and abide by current legislation as the local entity. Vietnamese party is responsible 

to notice tax office about application of VAS method by foreign entity within 20 days since signing 

date of the contract.  

 Direct Method (or Withholding Method): Adoption of this method allows foreign entity to pay its 

tax obligations through Vietnamese party. If failing to meet one of the criteria required by VAS 

method, foreign entity can choose this method. Under Circular 103, various rates are applied for 

VAT and CIT, and PIT will be applied based on its current legislation. For example, VAT rate is 5% 

and CIT rate is 5% for general service (except some special service), CIT rate 5% for interest on 

offshore loan from foreign entity or interest paid on bonds, VAT rate 1% for provision of goods 

under Incoterms rules that require the sellers to be responsible for goods that have been taken 

into Vietnam‟s territory.  

 “Hybrid” Method: This can be seen as a mixture between two above when VAT is the same under 

VAS method, CIT is the same under Direct method. Under Hybrid method, foreign entity must 

meet the conditions: 1/ have a PE or tax – resident in Vietnam, 2/project prolongs 183 days and 

more, 3/ maintain accounting records in accordance with the accounting regulations and guidance 

of Ministry of Finance. 

8.2.  What is the most common method in practice 

The withholding method is the most common form of payment under which the foreign contractors 

are not required to carry out tax registration in Vietnam. They also do not have to pay FCT to the tax 

office directly. In fact, the Vietnamese party will withhold the FCT consisting of VAT and CIT from 

payments paid to foreign contractors and pay it to the tax office on behalf of the latter.  

8.3.  Not subject to FCT 

The Circular provides the objects which are not subject to FCT as follows: 

 Foreign organizations or individuals doing business in Vietnam under the provisions of the Law on 

Investment, the Petroleum Law, and the Law on Credit Institutions; 

 Foreign organizations and individuals supplies goods for Vietnamese organizations or individuals 

without any service performed in Vietnam in the form: 

 Delivery at foreign border checkpoint or 

 Delivery at a Vietnam‟s border checkpoint (even if goods are delivered at a Vietnam‟s border 

checkpoint under a contract which prescribes that the seller is responsible for warranty). 

 Foreign organizations or individuals have income from services provided and consumed 

outside Vietnam;  
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 Foreign organizations or individuals provide services to organizations and individuals in 

Vietnam and the services are performed in foreign countries in the forms as repairing of vehicles, 

machinery and equipment including or not including supplies, equipment and accompanying spare 

parts; advertising, marketing (not online); training (not online) etc. 

9. Import and Export Duties 

9.1. Import Duties 

There are three import duty rates which are: 

 Preferential rates are applied to goods imported from one of countries which have Most Favored 

Nation (MFN) status with Vietnam.  

 Special preferential rates are applied to imported goods from countries having a special 

preferential agreement with Vietnam such as the ASEAN member countries under the CEPT and 

EU member countries under the Textile-Garment Treaty between Vietnam and EU. 

 Ordinary rates, up to 50% above the preferential rates for MFN countries, are applied to goods 

imported from other countries. 

Import duty exemption is provided to projects which are encouraged sectors. For example: 

 Machineries, equipment seen as fixed assets of encouraged investment projects;  

 Imported for export; 

 Materials, supplies and components which cannot be domestically produced; 

 And others.  

9.2. Export Duties  

Export duties are applied to only a few items, primarily agricultural products and natural resources as 

rice, minerals, forest products, fish, and others. The export duty rates are from 0% to 50% of FOB 

price. 

 

For both import and export activities, after 05 years since registration date of custom declaration, 

custom office has right to perform custom post audit to re-investigate the goods-related information 

declared by exporter/importer. This audit can be implemented at custom office‟s premise or tax 

payer‟s premise.  

10.   Taxation of Immovable Property Investment 

10.1. Tax Due When Acquiring Property 

The PIT law regulates that individual who transfer real estate will be subject to PIT at a flat rate of 

2% on the proceeds while in the same cases, enterprises are subject to CIT at 20% at only one time 

on gain. 
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In addition, sale and rent of buildings is subject to VAT. When acquiring buildings from a VAT-taxable 

person, the supply of the building will be subject to VAT at 10%. 

10.2. Tax for Foreign Construction Contractors 

Under a construction contract, payments paid by project owner to foreign construction contractors 

who registered to apply Vietnamese accounting system shall not be subject to a Foreign Contractor 

Tax while construction services are generally subject to VAT at the rate of 10%. 

However, payment of interest and certain involved financial costs to non-resident lenders are subject 

to a Foreign Contractor Tax at the rate of 5%. 

10.3. Taxation While Owning the Property 

All corporate taxpayers (WFOEs or JVs) are presently subject to a CIT rate of 20%. There are no tax 

incentives available for typical real estate development projects while there are still some tax 

privileges for industrial developments and infrastructure. 

A company leasing out property to tenants must be normally applied to VAT at 10% and the company 

may deduct input VAT from the output VAT applied. 

10.4. Taxes When Selling the Property 

The realized gain from transferring immovable property by companies shall be taxed at the CIT rate of 

20% at only one time. There is no applicable addition of progressive tax applicable for residual 

income.  

Dividend distributions to non-resident corporate shareholders are not subject to profit remittance tax 

or dividend withholding tax but dividends distributed to individual shareholders/investors are subject 

to PIT at the rate of 5% regardless of the shareholders are residents or non-residents. Realized gains 

of the shareholders on selling the shares are normally subject to tax. 
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CHAPTER IV. BANKING AND EXCHANGE CONTROL 

1. Introduction 

According to the Law on Credit Institutions No 47/2010/QH12 dated June 16, 2010 (amended in 

2017), the banking sector in Vietnam is administered by the State Bank of Vietnam (SBV). Following 

the economic reforms and open the banking market to 100% foreign invested banks under WTO‟s 

Vietnam commitments, the Vietnam banking system has expanded rapidly, as at the end 2017, with 

total asset increased around VND$10,000,000 billion. 

2. The State Bank of Vietnam 

The State Bank of Vietnam (“SBV”) functions as the central bank of Vietnam acting as the banker for 

credit organizations, and is the bank providing the Government with monetary services. Besides, it 

shall be responsible for all matters relating to the management of the nation's foreign exchange 

reserves, money, banking operations and foreign exchange. It is the only agency empowered to issue 

the Vietnamese currency, the Dong (“VND”). The SBV also has power to issue and monitor 

regulations and directives on money, credit, payments and foreign exchange. It is authorized to 

license and supervise credit institutions (including banks and non-banking credit institutions, micro-

financial institutions and people‟s credit funds) foreign bank branches, representative offices of 

foreign credit institutions and other foreign institutions conducting banking operations to issue 

regulations on legal reserve funds, compulsory reserve ratios and other sources of money for 

payment of customer deposits. 

3. Credit Institutions 

Vietnam‟s credit institutions comprise state-owned commercial banks, joint-stock commercial banks, 

joint-venture institutions, 100% foreign-owned institutions, branches of foreign banks, cooperative 

banks, people‟s credit funds, micro-finance institutions, non-banking credit institution (including: 

finance leasing companies and finance companies, and other non-banking credit institutions). 

Currently, the banking sector in Vietnam is still dominated by the 4 state-owned banks: the Vietnam 

Bank for Agriculture and Rural Development (Agribank); the Vietnam Joint Stock Commercial Bank for 

Industry and Trade (Vietinbank); the Bank for Investment and Development of Vietnam (BIDV) and 

the Bank for Foreign Trade of Vietnam (Vietcombank) and which account for 70% of total assets in 

the banking system and 70% of total bank loans as well. In addition to banks, there are a number of 

non-banking credit institutions which are legal entities carrying out certain banking activities. They 

can generally provide credits, take demand deposit from organizations but are not allowed to take 

demand deposits from personal clients or to provide payment services. Other banking activities must 

be approved by the SBV. Non-banking credit institutions include finance companies, finance leasing 

companies, and other non-banking credit institutions. 

4. Foreign Exchange Control 

According to Decree 70/2014/ND-CP dated 05-09-2014 of the Government and Circular 15/2011/TT-

NHNN dated 12 August 2011 of the State Bank of Vietnam, individuals entering or exiting Vietnam 

carrying of foreign currencies (notes and coins) in cash US$5,000 (down from US$ 7,000) or less ,or 

other foreign currencies of equivalent value and wishes to deposit it into a personal foreign currency 

payment account opened at a credit institution or foreign bank branch licensed to conduct foreign 
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exchange activities in Vietnam must be declared to the customs gate. If individuals carry foreign 

currency amount less US$5,000, it is not required to make declaration at the immigration authority. 

The applied limit excludes traveler's checks, bank cards, savings book, securities and other valuable 

papers. In fact, the inflow of foreign currency into Vietnam is welcomed with minimum restrictions 

and exemptions from taxes. Although there is no limit to the amount of cash one can bring in, 

amounts of over US$5,000 must be declared. On the other hand, the transfer of foreign currency out 

of the country has also been substantially liberalized. 

Vietnamese and foreign individuals and organizations are generally not allowed to conduct 

transactions such as purchasing, selling or lending, settlement and transferring of foreign currency. 

All such transactions must be conducted through the banking system. Only institutions licensed by the 

State Bank to conduct foreign currency business are allowed to handle foreign currency. 

All receipts from export of goods and services must be deposited at accounts at banks in the country. 

Resident economic organizations with branches or representative offices abroad may seek approval 

from the State Bank to open foreign currency accounts abroad to receive loans from or carry out 

contracts with foreign parties. The regulation which required Vietnamese and foreign business entities 

operating in the country to sell a certain amount of their foreign currency earnings upon their receipt 

has been abolished. Importers can buy foreign currencies from credit institutions to pay for their 

imports. 

4.1. Rate of exchange 

The double exchange rate system has long been abolished and replaced with a single rate reflecting 

market forces.  The SBV announces the daily interbank exchange rate, and banks can quote their 

own rates within the range stipulated by the SBV. 

4.2. Restriction on use of foreign currencies 

As a matter of principle, every transaction in Vietnam must be carried out in Dong (VND). Only 

certain companies are authorized to receive payments in foreign currency (e.g. duty free shops for 

foreign customers in airports or seaports, registered exchange offices, and other enterprises that the 

SBV has duly authorized). In practice, however, such SBV authorization is rarely granted. Residents 

and non-residents are permitted to open a foreign currency bank account in accordance with the 

SBV‟s regulations.  

Upon the issuance of Circular 32/2013/TT-BTC, SBV provides the details on circumstances in which 

foreign currency can be used within Vietnam territory. 

4.3. Offshore borrowings 

Resident economic organizations, credit institutions and individuals are allowed to borrow from 

abroad and must be responsible for loan repayment on their own.  Residents are allowed to apply for 

short, medium, and long-term offshore loans which are supervised and monitored by SBV. Short-term 

borrowers do not need to register with the SBV. On the other hand, medium and long-term foreign 

loans are required to make registration with and receive qualifications from the SBV within 30 days 

after signing the loan contract and before the borrower receive the money. If the short-term loan 

after being extended exceeds one year, the borrowers have to comply with all the regulations and 

procedures of medium and long-term ones. On registering offshore loans, the standard application 

form must be proposed to the SBV, and the loan agreement must be translated into Vietnamese. 

Failure to comply with documentation, registration, and approval procedure may result in an inability 
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to repay foreign loans. In certain cases, foreign loans may be guaranteed by the Government, 

commercial banks, or other credit and financial institutions. Any amendment to the details of the SBV 

registration certificate (including loan assignment/novation) must also be registered with the SBV 

within thirty days from the date of the amendment agreement and before the effective date of such 

amendment. 

4.4. Conversion  

Remittance abroad of direct invested capital and profits is freely permitted. All profits in VND resulting 

from a direct investment activity are permitted to be converted into foreign currency. Indirect 

(portfolio) investment capital in Vietnam must be executed in VND. Profits earned from such activities 

are permitted to be converted into foreign currency. Of note, the ability to convert VND into foreign 

currency is subject to foreign currency being available from banks licensed to operate in Vietnam. 

4.5. Foreign exchange transactions 

Foreign exchange transactions are governed the SBV‟s Decision No. 112/2016/QD-NHNN dated 28 

January 2016 that comprise hedging activities including spot rate agreements, forward rate 

agreements, and swap agreements, option transactions and other foreign exchange transactions. 

Under this statute, economic organizations are now allowed to conduct all types of foreign exchange 

rate transactions with credit institutions. Other organizations and individuals are only permitted to 

carry out spot rate transactions, forward rate agreements and option transactions with credit 

institutions. 

Authorized credit institutions shall be entitled to perform the foreign exchange transactions with other 

authorized credit institutions and the SBV in the inter-bank foreign currency market. 
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CHAPTER V. ACCOUNTING AND FINANCIAL REPORTING 

1. Overview  

In recent years, accounting system in Vietnam has seen a dramatic improvement with the 

establishment of professional bodies, the increase in number of accounting firms and the development 

of laws and regulations. 

The accounting regime is stipulated by the Law on Accounting. Accounting system is under the 

administration of the Ministry of Finance (MOF).  

Concurrently, the regulation and implementation of auditing is governed by the Law on Auditing, which 

is first promulgated and effective from 1 January 2012. 

2. Vietnamese Accounting System 

The MOF has issued and approved two accounting system regimes that all enterprises with foreign-

owned capital and foreign parties to business cooperation contracts are required to adopt. One of the 

accounting regimes is applicable for medium and small-sized enterprises, and the other is applied for 

enterprises of other scales. 

The Vietnamese accounting system (VAS) applies rules and prescribes the method by which 

transactions are accounted for, including the use of specific accounting codes and account names. The 

VAS also provides a standard chart of accounts, the format for internal accounting documentation, and 

the bookkeeping records which must be maintained in the Vietnamese language and currency for all 

types of transactions to be applied by all duly registered enterprises. In case an enterprise wishes to 

use an accounting system other than VAS, or would like to amend or supplement the VAS, they are 

required to submit this system for registration and to obtain prior approval from the MOF. Approvals for 

non-VAS registrations will only be granted for particular, specialized industries or in exceptional 

circumstances. 

2.1. Vietnamese Accounting Standards 

Currently, there are 26 Vietnamese Accounting Standards issued by the Minister of Finance, to be 

applied to all enterprises in all economic sectors in Vietnam, in which no new standards were issued 

since 2005. Vietnam uses IFRS as a basis for its own system, the Vietnamese Accounting Standards 

(VAS), yet there are key differences between the two. Vietnamese Accounting Standards are also under 

consideration to be reviewed and reissued in the coming years so that they more closely align with 

IFRS issued by the International Federation of Accountants, and in harmony with the economic 

development, legislation and accounting practice of Vietnam. 

Accounting standards include basic accounting principles and methods for posting entries in accounting 

books and for preparing financial reports. Accounting procedure at an accounting entity includes 

financial accounting and management accounting. The enterprise must provide both general 

accounting and detailed accounting. 

All companies and corporations must strictly follow the Vietnamese Accounting Standards and Systems. 

In case there is any deviation or change from Vietnamese Accounting Standards and Systems, the 

enterprise needs to register with the Ministry of Finance to obtain prior written consent. 
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2.2. Accounting Records 

As regulated by the law, only one set of accounting records should be maintained for each enterprise. 

In certain cases, however, some enterprises may maintain more than one set of records in order to 

meet their investors‟ requirements. The accounting statistics reports are also to be prepared by 

enterprises in accordance with the format approved by the Ministry of Finance.  

Under the Law on Accounting, all financial transactions must be collated and reflected in an objective, 

comprehensive and truthful manner, and in the correct accounting period. Applicable accounting 

principles require having an asset value calculated in accordance with the original price, including 

incurred expenses. Any adjustment of an asset value that has already been recorded in the accounting 

books may only be allowed in exceptional cases. 

Accounting policy must be kept consistently throughout annual accounting periods. In case there is any 

change in the accounting policy, the enterprise is required to provide an explanatory note. 

2.3. Accounting Year 

An accounting year, also called an accounting period, is a company‟s annual financial reporting period. 

There are numerous kinds of reports that are based on the accounting year and critical during the year 

end.  

An accounting year is typically a period of twelve months, normally running from January 1st through 

December 31st. However, an accounting year does not necessarily need to follow the start and end 

dates of the twelve (12) month calendar year. Accounting entities shall be permitted to select an 

annual accounting period being twelve full months commencing from the beginning of the first day of a 

month at the beginning of any one quarter until the end of the last day of the last month of the 

previous quarter in the following year, and accounting entities shall notify the financial body for its 

information. The first accounting period runs from the date of issuing the investment license to the last 

day of the accounting year. 

3. Language, Numerals and Unit of Measurement 

Languages used for preparation of accounting records by enterprises are required to be either 

Vietnamese only or bilingually in Vietnamese and another widely used foreign language approved by 

the Ministry of Finance. In terms of numerals, only Arabic numerals (0, 1, 2, 3, 4, 5, 6, 7, 8, and 9) are 

allowed. 

Metric system is used as the official measurement unit in Vietnam with the accounting records 

maintained under the same system. In case of the presence of other measurement units, they must be 

converted into metric units. 

4. Currency 

The official accounting currency unit is VND. Transactions must be recorded in the original currency 

and in VND, at the applicable exchange rate, or recorded in the original currency and converted into 

VND at the applicable exchange rate in case such transactions is implemented in a foreign currency. In 

some special case, accounting currency could be approved by the MOF in foreign currency. Where a 

particular form of foreign currency does not have an exchange rate with VND, it must be converted via 
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a convertible form of foreign currency. However, other foreign currency informed to the directly 

managed tax authority is also used to express all values in the accounts.  

The basic accounting unit for receipt and payment mainly in foreign currency shall be selected from a 

type of foreign currency which the MOF stipulates to be used as a currency unit. However, when 

financial reports are prepared for use in Vietnam, it must be converted into VND at the average inter-

bank exchange rate quoted by the SBV at the balance sheet date. 

5. Deadline for submitting financial reports  

Annual financial reports must be submitted to authorities within duration of ninety (90) days from the 

date on which the annual accounting period ends. 

6. Chief Accountant 

In establishment of an enterprise, it is required to appoint a person to act as a chief accountant who 

holds either a certificate or diploma in financial accounting conferred by an approved institution. The 

appointment of the Chief Accountant must be documented by a labour contract. 

To be appointed, a chief accountant must satisfy the following criteria: not belong to any category of 

persons prohibited to act as accounting personnel (listed as per the regulations); have professional 

accounting qualifications and skills at intermediate or higher level; and must have attended a chief 

accountant training course and have been awarded a certificate of having passed the chief accountant 

training course in accordance with the regulations of the MOF. 

In case a foreigner is appointed as chief accountant in an foreign invested enterprise, that person must 

hold a certificate of certified public accounting or auditing issued by foreign professional organization 

and recognized by the MOF; or a certificate of professional accounting or auditing practice issued by 

the MOF or a certificate of chief accountant issued by the MOF. In addition, that person must have 

enough actual time working in the accounting field of at least two years, with one year of which 

working in Vietnam, and have been permitted to reside in Vietnam for at least one year. 

7. Auditing Requirements 

The annual financial statements of enterprises must be audited once a year in compliance with 

Vietnamese regulations and laws. The audit should be carried out by an independent auditing company 

with license of operating in Vietnam. The enterprise takes legal responsibility of providing information 

in a timely and sufficient manner, and explanations as well to the auditing company. 

Financial reports should be prepared in compliance with the existing accounting standards and 

accounting regime in order to provide an overall view and explanation of the economic and financial 

situation of an accounting entity. Financial reports must be prepared at the end of annual accounting 

periods or in accordance with other accounting periods regulated by law. Financial reports must be 

prepared on the basis of the figures after the accounting books were closed and with the correct 

contents and methods and consistence in all accounting period; otherwise, the enterprise is required to 

provide an explanatory note. Financial reports must be signed by the chief accountant, who prepares 

the financial reports, and the legal representative of the accounting entity who takes liability for the 

contents. 
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In general, financial reports of accounting entities that conduct business operations include: I) balance 

sheet; ii) profit and loss statement; iii) cash flow report; and IV) explanatory notes to the financial 

report. In addition, under the existing regulations of law, the annual financial report of an accounting 

entity must be audited prior to its submission to the competent body and its publication. An audit 

report must be enclosed with the annual financial report to be submitted to the competent body.  
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CHAPTER VI. LABOUR AND EMPLOYMENT 

1. Introduction 

Laws on employment and industrial relations include the Constitution issued in 2013, and Civil Code, 

issued in 2015, which sets out the main guidelines for the employment of Vietnamese nationals in 

foreign invested enterprises. Existing legislation on labour is mainly comprised of: the new Labour 

Code was passed on 18 June 2012; the Law on Trade Unions, issued in 2012 and its applicable 

regulations; the Civil Procedures Code, issued in 2015; the Law on Health Insurance, dated 14 

December 2008, and amended in 2014 and its applicable decrees and circulars; the Law on Social 

Insurance, dated 20 November 2014 and its applicable decrees and circulars; and the Law on 

Enterprises, issued in 2014.  

Among the above mentioned labour legislations, the Labour Code plays an outstandingly important 

role in employment field. The decrees and circulars of the Labour Code are regulations issued by the 

government and other authorized bodies, especially the Ministry of Labour, War Invalids and Social 

Affairs (MOLISA) by time after time. The Labour Code covers almost labour relating problems 

including recruitment, employment contracts, working hours, labour discipline, and labour dispute 

resolution. The Labour Code is applied for both employee and employer, regarding of foreign 

organizations with local and foreign staff following the regular basic working procedure in Vietnam. 

2. Recruitment 

The Labour Code stipulates that foreign invested companies, branches and representative offices must 

provide Vietnamese citizens with priority of employment opportunity. Expatriates are also likely to be 

recruited by the enterprise; previously the number of expatriates employed is limited to 3% of the 

total workforce in the enterprise; however since 2016 this regulation has been eliminated to align with 

extensive integration of Vietnam to the world. On the contrary with the previous labour law which 

required foreign companies to recruit local labour through Vietnamese employment agencies, the 

newly amended Labour Law allows employers to recruit Vietnamese staff directly. In case foreigners 

work in Vietnam for less than three months, they are not required by the current law to obtain a 

working visa. Those foreigners who work in Vietnam more than three months must apply for a work 

permit licensed by the Ministry of Labour or provincial departments of labour. 

There are certain criteria that Vietnamese citizens have to satisfy to possibly get employment 

opportunity in foreign invested enterprises. They are persons who: 

 are above 18 years old (with exceptions); 

 have fulfilled their legal obligations; 

 have not been charged involved with any serious criminal offence; 

 are not officials, employees of mass organizations or armed forces personnel; or 

 are retired officials, public servants or discharged armed forces personnel, who have obtained 

consent from their former employers. 



NEXIA STT - Doing Business in Vietnam 

Chapter VI. Labour and Employment 

31 

 

3. Labour Contract 

A labour contract is an agreement between the employee and the employer on the paid job, working 

conditions, rights and obligations of each party in the labour relationship. The General Director of the 

enterprise or an authorized person is required to sign the labour contract which must be entered in 

accordance with the standard form issued by the MOLISA. Labour contract can take one of three 

forms: 

 Indefinite labour contract in which the duration of employment is not defined; 

 Definite labour contract in which the duration of employment is defined by the two parties as a 

period of 1 to 3 years; and 

 Labour contract for a specific project or seasonal work where the duration of the contract is less 

than 1 year. 

The labour contract should give a job description, specify the work place, wage/salary, duration of 

contract and probation period and address matters such as social insurance and labour protection. 

An employer is entitled to sign two subsequent definite labour contracts in maximum with an 

employee. After that, due to that employee‟s continuation of working for the employer, the employer 

has to sign an indefinite labour contract. In certain circumstances, the employer must also sign a 

collective labour agreement with the employee no later than six months after commencement of 

operations. The agreement is valid for a minimum of one year and a maximum of three years. 

3.1. Termination of Labour Contract 

Termination of a labour contract must be made in writing and must comply with provisions of the 

labour law. Labour contracts may be terminated in cases of failure to carry out their tasks, breach of 

discipline or other misconduct, or serious injury or illness. The enterprise may also dismiss employees 

because of its financial problems or the addition of technology that makes employees‟ jobs obsolete. 

The length of notice for termination is determined in accordance with individual labour contract. Both 

employer and employee may unilaterally terminate a labour contract in certain circumstances specified 

in the Labour Code. However, regulations require minimum notice periods for each type of contract in 

which the minimum length is 30 days for definite labour contracts, 45 days for indefinite labour 

contracts and 3 days for project-based or seasonal contracts. In some cases, the employer is required 

to discuss the termination and reach an agreement with the executive committee of the trade union.  

3.2. Severance Allowance 

Severance allowance is regulated by Vietnam‟s labour law to be payable to employees upon the 

following conditions: 

(i) An employer or an employee terminates a labour contract under which the employee has worked 

for more than 12 months; 

The length of a working period for calculating a severance allowance on retrenchment means the total 

working time the employee actually worked for the employer minus the period for which the employee 

contributed unemployment insurance in accordance with the Law on Social Insurance and the working 

period for which the employer has already been paid a severance allowance. 
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(ii) An employer illegally terminates the labour contract of an employee, then the employee will 

receive the severance pay and compensation and an allowance for those working days at which the 

employee would have worked if the contract had not been terminated; and 

(iii) Due to changes in the structure or technology, an employee who has worked for over one year 

becomes unemployed, then the employer is required to provide the employee with severance 

allowance in an amount equivalent to the aggregate of one month‟s salary for each year of 

employment, but not less than two months‟ salary. 

(Ilia) Wages for the purpose of calculating a severance allowance on retrenchment or job loss means 

the average wage pursuant to the labour contract for the six (06) months immediately preceding 

retrenchment of the employee or job loss. 

3.3. Working Hours and Overtime 

Although work hours vary slightly from enterprise to enterprise, normal work hours are limited by law 

to not more than eight (08) hours a day and 48 hours a week. An employer shall have the right to 

determine the working hours on a daily or a weekly basis provided that the employees are notified in 

advance. Employees of less than 18 years of age and women who are over seven months pregnant or 

with a child of less than one year in age are granted an extra hour off a day and are not permitted to 

work overtime. 

An employer and an employee may agree on additional working hours provided that the number of 

additional hours worked is no more than four (04) hours a day or 200 hours annually, except in a 

number of special cases where the number of additional working hours is no more than 300 hours 

annually as stipulated by the government after consulting the Vietnam General Confederation of 

Labour and representatives of employers. 

The employee is entitled to at least one day of rest per week. 

3.4. Wage Rates 

Wages should be clearly set forth in labour contracts and may not be lower than the minimum rates 

published  for each region on an annual basis by the MOLISA. Besides, for the compliance with 

prescribed provisions, enterprises are required to register salary scale, salary table upon the operation.  

As regulated by the law, Vietnamese and foreign employees of the same company should be paid 

equal salaries when performing the same work. In Vietnam, the official salary is often only a portion of 

an individual‟s total income. The remainder comes from the enterprise‟s benefit fund and bonuses, and 

often from a second or third job. Consequently, many Vietnamese employees expect relatively 

important bonuses, which employers may use to increase employee retention and reduce turnover. 

Employers are also obligated to pay their employees relevant allowances, such as a regional 

allowance, an inflation adjustment allowance and a hardship allowance for work performed in toxic or 

dangerous areas. 

Salaries must be denominated and paid in Vietnamese currency. Overtime rates apply for work outside 

of specified hours. 
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3.5. Annual Leave 

All employees are entitled to at least 12 days of fully paid annual leave each year and to have fully 

paid days off on ten public holidays. Workers in heavy or dangerous jobs or those in areas with harsh 

living conditions can take up to two to four extra days off, depending on the nature of the conditions. 

Workers are entitled to an extra day of vacation for each five (05) years of service with the company. 

4. Other Issues 

4.1. Trade Union 

The Government issues Law on Trade Union No. 12/2012/QH13 stipulating that Trade Union fee is 

paid by trade union members as prescribed in the Charter of Vietnamese Trade Union; meanwhile 

Trade Union funds are paid by agencies, organizations and enterprises in 2% salary funds based to 

pay social insurance for laborers. Trade Union fee is applicable only when enterprise establishes in-

house trade union on the voluntary basis to participate of each employee. 

4.2. Social Insurance, Health Insurance and Unemployment Insurance “SHUI” 

Vietnamese employees are subject to compulsory schemes of social, health insurance, unemployment 

insurance.  The contributions by the company/employers are stipulated at 17.5% of total income (but 

not exceeding 20 times of the prescribed minimum monthly salary) for social insurance; 3% of total 

income (but not exceeding 20 times of the prescribed minimum monthly salary) for health insurance, 

and 1% of total income (but not exceeding 20 times of the prescribed minimum regional salary) for 

unemployment insurance. Meanwhile, employees are required to pay 8% of their salary (but not 

exceeding 20 times of the prescribed minimum monthly salary – the Government regularly 

revised/increased the minimum monthly salary) for the social insurance, 1.5% of their salary (but not 

exceeding 20 times of the prescribed minimum monthly salary - the Government regularly 

revised/increased the minimum monthly salary)health insurance, and 1% of their salary (but not 

exceeding 20 times of the prescribed minimum regional salary) for unemployment insurance. There 

are four regions throughout Vietnam, and not only minimum monthly salary but also minimum 

regional salary is usually revised. Below table summarizes the rate of SHUI: 

 Social Insurance Health Insurance 
Unemployment 

Insurance 

By employer 17.5% 3% 1% 

By employee 8% 1% 1% 

Cap at 
20 times of minimum 

monthly salary 

20 times of minimum 

monthly salary 

20% times of minimum 

regional salary 

Floor at Minimum regional salary (additional 7% for trained employee) 

 

Regulations on the contribution of SHUI has become  more and more closed, particularly those with 

more than 03 month and above labor contract are required to contribute Health Insurance & 

Unemployment Insurance meanwhile those with 01 month and above labor contract are required to 
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contribute Social Insurance. More than that, salary fund for insurance contribution is presently 

inclusive of base salary, allowances and extra payments that can be seen as measured and periodic to 

each period of salary payment. There are only some payments which are exclusive of SHUI including 

initiative bonuses; food expenses between shifts; subsidies on petrol,  telephone, transportation, 

housing, child care, raising children; allowances for employees having dead relative(s), employees 

having relatives married relatives, employees‟ birthday, benefits for employees facing difficulties due 

to their labor accidents and occupational diseases. 

Since 2018, foreign employees having work permit to work in Vietnam are also subject to compulsory 

Social Insurance instead of only Health Insurance as previous. 

4.3. Life Insurance 

In order to encourage long-term co-operation between the enterprise and its employees, personal 

accident and disability insurance with a Vietnamese Insurance Company may be provided by the 

enterprise. 

4.4. Visa 

Foreigners including overseas Vietnamese entering and exiting out of Vietnam for the purpose of 

employment must have valid visas issued by the State competent agencies, unless otherwise 

stipulated by an international treaty to which Vietnam is a party. Multiple entry and exit visas can be 

obtained for up to a year. 

4.5    Work Permits 

Vietnam‟s labour law requires foreigners who wish to work in Vietnam to obtain a work permit from 

the MOLISA. The work permit shall be issued for the same duration as the term of the signed labour 

contract, or as set out in the decision of appointing a foreign party to come to work in Vietnam. The 

duration of a work permit shall be 24 months in maximum. In order to obtain work permit applications 

for foreign employees, the employer must be capable to prove that at least 20% of the total number 

of its managers, executives, and specialists are Vietnamese citizens. 

A foreigner working in Vietnam must hold a labour permit except for the following key cases: 

 A foreigner coming to work in Vietnam for a period of less than 03 (three) months deal with 

emergency cases such as complicated technical and engineering problems and contingencies 

which affect and are likely to affect production and business activities and which the Vietnamese 

experts and foreign experts present in Vietnam are unable to deal with; 

 A foreigner working in Vietnam is a member of a liability limited company with 02 members or 

more; 

 A foreigner who is the owner of a liability limited one-member company; 

 A foreigner working in Vietnam is a member of the management board of a joint-stock company; 

 A foreigner coming to Vietnam to offer and sell services; 

 A foreign lawyer who has been issued a license of law practice in Vietnam under the regulations 

and laws. 
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CHAPTER VII. LAND AND LEASE 

1. Introduction 

“Land owned by the People and is administered by the State”, this has been stipulated in the 

Constitution. Through the grant of long-term land use right, the State either allocates or leases land. 

the land user who hold land use right generally has the right to use an area of land for a specific 

purpose and for a specified length of time, and to inherit, transfer, exchange, lease, and mortgage 

Allocated land which is essentially equivalent to freehold property ownership is only available for 

Vietnamese individuals and companies. 

Foreign organization and households using land for commercial purposes are only granted leases. 

Granted Land Use Rights are provided by the government in exchange for a grant fee, and carry the 

rights to pledge, mortgage, lease, sub-lease and transfer within the term of the grant. Furthermore, the 

term or duration of the Land use right for foreign investors is usually 50, and maybe up to 70 years (in 

the case of residential land and in special circumstances), but not in perpetuity. However, pursuant to 

Decree 43/2014/ND-CP, foreign developers of residential land may obtain a land lease for 70 years 

which may be extended without limit, each time for an additional period of 70 years without being 

required to pay additional rental fees for the extended duration. 

Land use rights are evidenced in a Land use right certificate identifying the registered holder of the 

certificate, the term of using the land, the purpose of using the land, lists of all registered mortgages 

and other encumbrances, and including a map of the subject land plot. 

2. Land use by foreign invested enterprises 

The foreigners when invest in Vietnam in accordance to forms stipulated by the Law on Investment and 

the Law on Enterprises for project execution are obliged to comply with the Land Law and other 

relevant laws on land use and land management. 

Foreign investors are entitled to establish Wholly Foreign Owned Enterprise in Vietnam to engage in 

real estate business pursuant to validly issued investment certificate upon the formation of a company. 

A joint venture enterprise is an enterprise jointly established in Vietnam by two or several parties on 

the basis of a joint venture contract or agreement to engage in real estate development. In aspects of 

land use by foreign investors, the Vietnam Land Law currently entitles Vietnamese enterprises to buy or 

sell the land use rights while foreign investors have not yet been entitled to this right. However, foreign 

investors can be entitled to land use through either direct land rental from the government competent 

agencies including the Vietnam government or capital contribution in land use right from Vietnamese 

joint venture companies. 

It is essential that documents such as contracts for the granting or transfer of land use right, land use 

right certificate and property ownership certificate should clearly identify the nature of the land use 

right, register holder of the land use right, purpose of the land, duration of use, location and area of 

the land plot, land premium, conditions for use of the land plot and also the consent of the provincial 

People‟s Committee 
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3. Capitalization of Land use rights 

In accordance with the current land law, Vietnamese parties can contribute to capital of enterprises in 

land use rights. In order to capitalize land use right to joint venture companies, Vietnamese parties 

must be the legal and rightful user of the land, no dispute on the land; the land is not detrained for 

enforcement of civil obligations; within the term of land use. 

The Joint Venture Company must register to the ownership of land use right under its name after 

getting the license. 

4. Lease of Premises 

The procedure for the lease of property is simple and not subject to any approval by Vietnamese 

authorities. Any foreign company can consider leasing an office in commercial building or sub-lease 

from another company located in an Industrial Zones, Export Processing Zones and High-tech Zones 

5. Land Lease Contract 

Instead of obtaining the Land Use Right in the form of capital contributions from the local partner to a 

joint venture company, a foreign investor may consider leasing the land directly from the government 

after he/she establishes a company in Vietnam. The land lease agreement identifies the project land, 

fixes the duration of the land use rights, and specifies the leasing fee to be paid by the developer to 

the people‟s committee. 

6. Transfer of land use right 

Transfer of land use rights occurs when a foreign invested enterprise is suspended or dissolved prior to 

the expiry of the term of the investment license. The foreign invested enterprise has to transfer the 

valuable land plot to third parties as part of the liquidation process. This action is subject to tax. The 

transferor is liable to pay tax at a certain rate depending on the type of land.  

7. Mortgages of Land Use Rights 

Vietnamese credit institutions are allowed to accept the mortgage of the value of Foreign invested 

enterprises assets on the land in association with the land use right which either directly leasing land 

from the State or holding land through the contribution of a Vietnamese party. In respect of an investor 

leasing land from the State, the land may only be mortgaged if the land rental is paid, in advance, in a 

lump-sum. Furthermore, the land may only be mortgaged to credit institutions licensed to operate in 

Vietnam, not to off shore lenders or shareholders. Registration of a mortgage is required and registered 

at Land Use Right Registration Offices. The procedures for registration are fairly clear and Land Use 

Right Registration Offices have prescribed time periods to carry out registration formalities. 

Enforcement of a mortgage is based on the contract. If enforcement cannot be carried out under the 

contract, the mortgagee may sell the land in accordance with the Civil Code sell the land by auction 

under the current regulations on auction, depending on the agreement of parties in the contract. 
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KEY CONTACTS 

Ho Chi Minh City Office 

 

Mr. Le Quang Phi 

Partner/Head of Ho Chi Minh Office  

Cell: +84 (0) 903 789 911 

Email: phi.le@nexia.vn 

 

 

Ms. Phan Thi Bang Tuyet 

Partner, Audit & Assurance 

Cell: +84 (0) 903 349 378 

Email: tuyet.phan@nexia.vn  

 

Ms. Nguyen Thanh Ngoc Tram 
Director, Tax & Business Advisory 
Cell: +84 (0) 908 023 979 
Email: tram.nguyen@nexia.vn 

 

  

 

    
 
 
 

Hai Phong Office 

 

Ms. Tran Thi Minh Tan 
Partner/Deputy General Director    
Director of An Phat Branch  
Cell: +84 (0) 936 807 769 
Email: ktanphat@nexia.vn 

 

 

Mr. Vo Cong Quyet 
Branch Vice-Director 
Client Development 
Cell: +84 (0) 936 937 769 
Email: quyet.vo@nexia.vn  

 

Ms. Nguyen Thi Hong Nhung 
Branch Vice-Director 
Advisory Services 
Cell: +84 (0) 936 844 633 
Email: nhung.nguyen@nexia.vn   

 

 

Ms. Tran Thi Huong 
Branch Vice-Director 
Auditing Services 
Cell: +84 (0) 936 704 559 
Email: huong.tranthi@nexia.vn  

 

    
 

Hanoi Office 

 

Mr. Nguyen Thanh Trung 

CEO/Managing Partner  

Cell: +84 (0) 913 569 598 

Email: trung.nguyen@nexia.vn 

 

 

Ms. Nguyen Viet Nga 

Partner/Deputy General Director 

Cell: +84 (0) 904 242 599 

Email: nga.nguyen@nexia.vn 

 

Ms. Nguyen Thi Phuong Thao 

Partner, Japanese Desk 

Cell: +84 (0) 904 380 648 

Email: thao.nguyen@nexia.vn 

 

 

Mr. Nguyen Viet Manh 
Director, Business Development 
Cell: +84 (0) 977 266 561 
Email: manh.nguyen@nexia.vn  

 

Mr. Nguyen Son Ha 

Director, Business Development 

Cell: +84 (0) 988 653 936 

Email: ha.nguyen@nexia.vn 

 

 

Mr. Nguyen Viet Dung 
Director, Tax & Business Advisory 
Cell: +84 (0) 913 062 412 
Email: dung.nguyen@nexia.vn 
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