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This guide to doing business in Vietnam will provide foreign investors with an insight into the key aspects of 
undertaking business and investing in Vietnam. The country’s large and young workforce and strong economic 
outlook make it especially attractive for overseas investors. Furthermore, since the country engaged on its 
rapid liberalisation process in the late 1980’s and early 90s, and completed its accession to the WTO in 2007, the 
previously centrally-planned economy has considerably reduced its trade barriers. This had a positive impact on 
growth, providing further impetus to the expansion of the country’s two-way international trade. Furthermore, 
the government now provides a number of investment incentives to encourage foreign investors in certain 
sectors of the economy.

Vietnam’s economy is continuing to 
post strong growth rates, despite 
the global economic slowdown; 
the country is expected to achieve 
GDP growth at 6.7 per cent in 2016 
(2015 GDP growth is estimated 
at 6.5 per cent). Vietnam’s GDP 
is primarily dominated by income 
from oil and gas, tourism, low-end 
assembly, extractive agriculture 
and aquaculture. While agriculture 
previously dominated national GDP, 
the sector’s share of GDP has 
declined from over 40 per cent in 
the 1980s to around 18 per cent in 
2014. Correspondingly, industry’s 
share increased from 36 per cent to 
38.5 per cent in the same period. 

Despite moving to a largely open 
economy, state-owned enterprises 
still account for about 40 per cent 
of GDP. While most trade barriers 
have been removed, or reduced 
due to the country’s obligations as 

part of its membership to the WTO, 
the ownership of land is still highly 
restricted. Foreign investors must 
remain aware that they can only 
be granted ‘land use rights’ by the 
State. This makes any building or 
fixtures attached to the land a critical 
issue to consider before investing. 

Foreign investment will continue 
to be vital for sustainable economic 
growth in Vietnam. In many 
areas, such as infrastructure, 
domestic funding will be 
insufficient to implement proposed 
development plans. 

Alongside a number of government 
incentives, Vietnam offers the 
following competitive advantages 
for investors:

• A large, young workforce with low 
labour costs

• A growing middle class

• A gradual move from a centralised 
to a market-oriented economy

• Changing legislation to prioritise 
sustained growth and the 
provision of incentives for 
foreign investment

• Reductions in the standard 
Corporate Income Tax (CIT) rate 
to 22 per cent in 2014 with further 
planned reductions to 20 per cent 
from 2016

While this guide makes reference to 
some of the most common issues 
investors might face, it must be 
noted that certain industries, such 
as the financial services sector, 
are subject to special regulation 
and therefore companies wishing 
to invest in this area should seek 
legal advice. 

The information in this publication is 
current at December 2015.

Introduction
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Ease of Doing Business 
Topics 2016 rank 2015 rank Change in rank

Starting a business 119 125 6

Licenses and Permits 12 12 No change

Getting Electricity 108 130 22

Registering property 58 58 No change

Financing 28 36 8

Protecting Investors 122 121 -1

Paying Taxes 168 172 4

Trading Across Borders 99 98 -1

Enforcing Contracts 74 74 No change

Resolving Insolvency 123 125 2

Source: World Bank Group (Doing Business)

Country profile
Capital City Hanoi 

Area 330,972 sq. km (approx.)

Population 94,348,835 

Language Vietnamese 

Currency Vietnam Dong

International dialling code 1+84

National Holidays 2016 1 January – New Year’s Day

7 - 13 February – Lunar New Year 

16 April – Hung Kings Temple Festival

30 April – Reunification Day

1 May – International Labour Day

2 September – National Day 

Business and Banking hours Businesses: 08:00 to 17:00

Stock exchanges Ho Chi Minh City Stock Exchange

Hanoi  Stock Exchange

Political structure Single-party socialist republic state 

Doing Business rank 2016 90



Political and legal system
The political system of the Socialist 
Republic of Vietnam can be defined 
by a single-party socialist republic 
framework. The system is led by the 
Communist Party of Vietnam. 

Executive power is concentrated 
in the Government, formerly 
known as the Council of Ministers. 
The Government is charged with 
the general management of the 
economy and the state. The head of 
government is the Prime Minister.

The Head of State, also known as 
the President, represents the Nation 
in internal and foreign affairs, and 
helps to appoint prime ministers and 
other officials with the help of the 
National Assembly. 

Below the Central Government 
are People’s Councils and People’s 
Committees. People’s Councils are 
directly elected by the people and 
People’s Committees are elected by 
People’s Councils. There are three 
levels of People’s Committees and 
People’s Councils: provincial, district 
and commune (or ward).

The National Assembly is the 
supreme representative and 
legislative body and determines 
domestic and foreign policies, 
socio-economic tasks, national 
defence and security issues. Its 
members are elected by popular 
vote to serve five-year terms. 
While the Constitution in general 
establishes the rights of the 
people under the leadership of the 
Communist Party, the power of 
the people is exercised through the 
National Assembly at a central level 
and through People’s Councils at a 
local level. 

The Vietnamese judiciary is 
independent of the executive. 
The legal system consists of 
the Constitution, codes, laws, 

ordinances, decrees, decisions, 
circulars, directives and official 
letters. Although all have the force 
of law, only laws passed by the 
National Assembly are referred to 
as such. The Constitution is the 
Supreme Law of the country. 

The court and prosecution system 
in Vietnam has a structure similar 
to the administrative system. At a 
central level, the Supreme People’s 
Court is the highest judicial body 
in Vietnam. At a local level, courts 
exist at provincial and district levels. 
Legal decisions are made by the 
People’s Courts, the People’s 
Inspectorate, Military Tribunals and 
Special Tribunals.  

Data protection
Vietnam does not have a 
comprehensive data protection 
law. Instead, the provisions for 
data protection can be found 
across a number of different pieces 
of legislation:

• The Constitution

• The Civil Code (Law No. 33/2005/
QH11) that shall be replaced by 
Law No.91/2015/QH 12, effective 
from 1 January 2017

• The Law on Protection of 
Consumers’ Rights  
(Law No. 59/2010/QH12)

• The Law on E-Commerce 
(Law No. 51/2005/QH11)

• The Law on 
Information Technology  
(Law No. 67/2006/QH11)

• The Law on Insurance Business 
(Law No. 24/2000/QH11 
as amended by  
Law No. 61/2010/QH12)

• The Law on Credit Institutions 
(Law No. 47/2010/QH12)

The provisions under the above 
data protection laws apply to all 
individuals, companies and State 

Bodies. While there is no official 
definition, personal data is generally 
defined as information which is 
adequate to accurately identify the 
identity of a data subject, covering 
at least one of the following types of 
information: full name, date of birth, 
profession, title, contact address, 
e-mail address, telephone number, 
ID number and passport number. 

The key data protection provisions 
for people or entities that hold 
or process personal data are 
as follows: 

• A data subject’s right to privacy 
shall be respected and protected 
by law

• The collection and publication of 
personal information must only 
occur with the consent of the 
data subject, unless this is being 
undertaken as part of obligations 
stipulated by law

• Any form of electronic information 
of a data subject must be 
protected and kept confidential; 
the control of this communication 
may only take place in 
circumstances stipulated by law 
and subject to a decision issued 
by an authorised State body

• Anyone collecting, processing and 
using the personal data of data 
subject in a network environment 
must obtain consent from the 
data subject, unless otherwise 
stipulated by law

• The data subject must be 
notified of the form, scope, place 
and purpose of the collection, 
processing and use of his or her 
personal data

• The data must only be stored 
and used for a certain period, 
either as stipulated by law or 
per the agreement between the 
two parties

• The data collector must take the 
necessary measures to ensure 
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that the personal data is not 
lost, stolen, disclosed, modified 
or destroyed

• Necessary measures must 
be taken to update or amend 
personal data if it is inaccurate

• Data can only be transferred to a 
third party where the data subject 
provides his consent

There is no official body in Vietnam 
regulating the use of personal data. 
Accordingly, there is no notification 
or registration scheme for the 
collection, processing or disclosure 
of personal data. There is also no 
legal requirement to appoint a data 
protection officer.

Any person or business that fails 
to uphold necessary measures 
to ensure the safety of personal 
information in e-commerce 
activities may be liable to an 
administrative fine of up to VND30 
million. Alongside monetary 
fines, e-commerce activities may 
be subject to a six to 12 month 
suspension if there is evidence of 
repeated violations. 

A Law on Internet Information 
Security has been passed by the 
National Assembly and will become 

effective from 1 July 2016. The law 
is intended to improve information 
security, addressing it on three 
levels: cyber information violations, 
cyber information conflicts and 
cyber warfare. 

Exchange controls 
The management of foreign 
exchange for foreign invested 
enterprises and foreign parties to 
business contracts is regulated by 
the State Bank of Vietnam (SBV).

Furthermore, foreign invested 
enterprises and parties to BCCs 
are able to buy foreign currencies 
from commercial banks to cover 
permitted transactions. Although 
they have the right to cover, 
there is no guarantee that their 
foreign currency demands can 
be met, except for infrastructure 
development and other “critically 
important” projects.

Foreign invested enterprises and 
parties to BCCs are required to open 
a “capital account”, which is a bank 
account for all transactions in regard 
to capital remittance, foreign loans, 
profits and other legitimate types 
of income of foreign investment. 
In addition to this account, other 
VND or foreign currency accounts 

can be opened. Specific cases 
and conditions for Vietnamese 
companies opening bank accounts 
in a foreign country also apply. 
Where necessary, Vietnamese 
enterprises with foreign-owned 
capital may open accounts with 
banks abroad with the approval of 
the SBV.

All foreign loans (except for 
short-term loan of less than one 
year) must be approved and 
registered with the SBV. All foreign 
loan transactions that a foreign 
invested firm undertakes must be 
conducted via the capital account. 
The conversion of currencies into 
USD or VND for various financial 
transactions is implemented with 
reference to the rate set by the SBV, 
at the time of transfer. 

Residents receiving foreign 
currency income from goods 
and services exported, or other 
non-resident sources in foreign 
countries, must transfer such 
income to foreign currency accounts 
opened with authorised credit 
establishments in Vietnam. This 
should be done in accordance with 
payment time-limits of contracts or 
payment vouchers. 
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Organisations receiving foreign 
currency from money transfers must 
transfer such currency to foreign 
currency accounts opened with 
local authorised banks or sell it to 
authorised banks.

Foreign investors are permitted to 
transfer abroad capital investment 
profits and income legally earned 
in Vietnam and any remaining 
invested capital upon the liquidation 
of an investment project. This 
transfer must be conducted via the 
capital account.

Money laundering regulations
Vietnam issued the Law on Anti 
Money Laundering No. 07/2012/
QH13 which has been effective 
since the 1 January 2013. 

Vietnamese legislation requires 
businesses to report transactions 
over a certain threshold and 
suspicious transactions to the 
Department of Anti Money 
Laundering under the State Bank of 
Vietnam. In addition:

• Jewellery sellers must ascertain 
the identity of and report cash 
transactions of VND300 million 
per day or more

• Securities brokers, dealers and 
real estate vendors have to 
report all transactions to the 
FIU regardless of the amount of 
the transaction

• Banks will have to ascertain 
the identity of businesses and 
persons undertaking transactions 
equal to or greater than VND300 
million per day for walk-in 
customers or existing customers 
if such existing customers 
have not undertaken any other 
transactions in six months

• Casinos will have to ascertain 
the identity of persons gambling 
when the bets or the wins are 
equal to or exceed VND60 million 
per day

• Charities will have to report 
the names and addresses of 
organisations and people who 
make donations and will have to 
report how the funds were used

• All reporting entities must 
undertake AML risk assessments 
in respect of their business and 
implement compliance plans to 
mitigate those risks

Failure to comply with the above 
provisions may result in a number 
of administrative sanctions. A 
monetary fine of maximum of 
VND50 million for a failure to report 
any suspicious transactions can be 
imposed. A fine and a prison term of 
between one and 15 years may be 
imposed for involvement in money 
laundering activities, alongside a ban 
on holding certain professions for 
one to five years. 

Intellectual Property Rights
Vietnam recognises the importance 
of protecting intellectual property 
rights (IPR), which include patents, 
trademarks and service marks, 
copyright and industrial designs. 
With the implementation of the 
Bilateral Trade Agreement provisions 
regarding IPR, Vietnam has made 
a commitment to protecting 
intellectual property. The Bilateral 
Trade Agreement’s property rights 
chapter was modelled on the WTO 
Agreement on Trade- Related 
aspects of Intellectual Property.

The National Office of Intellectual 
Property (NOIP) is the authority 
responsible for the registration 
of intellectual property. Foreign 
organisations and individuals who 
seek to register their intellectual 
ownership should file their 
applications through an authorised 
agent, who will transfer their 
applications to the NOIP. 

The Copyright Office of Vietnam 
under the Ministry of Culture and 
Information is responsible for the 
protection of copyrights.

Vietnamese 
legislation 
requires 
businesses 
to report 
transactions 
over a certain 
threshold and 
suspicious 
transactions to 
the Department 
of Anti Money 
Laundering 
under the 
State Bank 
of Vietnam.
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COPYRIGHT

Copyright can protect: literary work, dramatic works, musical works, artistic works, layouts and typographical 
arrangements, recordings and broadcasts. Copyright works receive statutory protection automatically once they are 
placed in the public domain.  

Protection 
granted 

Copyright is granted to eligible work automatically irrespective of registration. However, registration 
of this copyright is recommended. The author or owner of a copyright can directly, or authorise 
another person, submit an application for the registration of a copyright to the Department of Copy 
Right in Literature and Arts of the Department of Information and Culture.

The owner is granted moral and economics rights over his work, including the right to apply 
technological measures to prevent infringements of his rights. 

Infringements In the case of infringements, whereby a person reproduces, distributes, displays or performs the 
protected work, the owner can take the following actions:

• Request that a person terminates the infringement, correcting any false information and 
providing appropriate compensation

• Request the competent state authority to apply administrative, civil or criminal sanctions

Duration The length of protection is indefinite for the moral rights of authors to give titles to their 
works, attach their names to their works and have their real names acknowledged when the 
work is published.

However, the right of publication with regard to cinematographic works, photographic 
works, applied art works and anonymous works is only protected for 75 years from the date of 
first publication. 

For all other works, rights are protected for the life of the author plus 50 years.

PATENTS

Patents protect inventions which can be applied in an industrial environment. For a patent to be granted, the invention 
must be new, have an inventive step which is not obvious to someone with experience in the subject and capable of 
being used in some kind of industry.

Protection 
granted 

A patent gives its owner the ability to take legal action to stop others from: 

• The making of a product or the use of a process which is the subject-matter of the patent

• Selling anything incorporating the subject-matter of the patent

• Inducing third parties into any of the above, without the inventor’s permission

Patents must be registered with the National Office of Intellectual Property of Vietnam. The rights 
are then protected by registration.

Infringement Infringing a patent means manufacturing, using, selling or importing patented products or 
processes without the owner’s permission. 

In case of infringement, the owner of a patent can request that the person terminates any 
infringement or request the state authority to apply administrative, civil or criminal sanctions.

Duration 20 years from the filing date.
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TRADE MARKS

A trade mark must be a sign capable of distinguishing goods and services of one undertaking from those of another 
undertaking. Those signs can be: words, personal names, designs, letters, numeral slogans, sounds, smells, signs and 
distinctive colours.

Protection 
granted 

The owner can obtain protection in Vietnam by registering the trademark at the National Office of 
Intellectual Property, unless it is a famous trade mark which is protected on the basis of actual use 
in the marketplace. 

Registration provides the owner with exclusive use over the trade mark. 

Infringement Some examples of infringement of a trade mark are: 

• Using an identical or similar trade mark for identical or similar goods and services to a registered 
trade mark creating a likelihood of confusion on the part of the public

• Where a mark has a reputation, infringement may arise from the use of the same or a similar 
mark which damages or takes unfair advantage of the registered mark 

In the case of infringement, the owner of a trade mark can request that the person terminates any 
infringement or request the state authority to apply administrative, civil or criminal sanctions.

Duration 10 years (registration can be renewed for further periods of 10 years)

DESIGNS

An industrial design, the external appearance of a product embodied in three dimension configurations, lines, colours 
or a combination of the aforementioned elements, can be protected if it is new, of a creative nature and can be applied 
in industry.

Protection 
granted 

Registering a design gives the owner a property right over the design. Holding design 
rights provides the owner the exclusive right to use it and to prevent any third party using it 
without consent. 

The filing must be made with the National Office of Intellectual Property.

Infringement Design rights are infringed by an unauthorised person making an article exactly or substantially 
similar to the protected design or by making a design document for the purpose of making 
unauthorised copies.

Duration Once obtained, design rights are protected for a period of five years from the date of filing of the 
application. It can then be renewed twice for periods of five years.
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Business entities 
The Law on Investment and the 
Law on Enterprises came into 
force on 1 July 2015. The Law on 
Investment introduces a common 
regime for investment by both 
domestic and foreign investors, 
covering both direct and indirect 
sources. The new laws have 
primarily changed Vietnam’s 
business environment to provide 
for more equal treatment of foreign 
and national investors and create a 
clear, more open and transparent 
environment for investors.

A foreign entity may establish 
its presence in Vietnam as a 
limited-liability company with one 
or more members, a joint-stock 
company, a partnership, a branch, a 
business cooperation contract or a 
representative office.

Foreign investors are also permitted 
to purchase an interest in existing 
domestic enterprises, subject to 
ownership limitations; this varies 
depending on the relevant industry. 

One of the key changes of the new 
Law on Enterprises is that each 
enterprise is entitled at its discretion 
to decide their seal specimen and 
number of seal, ie the company’s 
seal may be more than one seal as 
per the old laws.

Limited Liability 
Company (LLC)
Organisations wishing to set up 
business in Vietnam are permitted 
to use the limited liability company 
form. Two forms of the company 
exist: one member limited liability 
company or a two or more member 
limited liability company (maximum 
of 50 members). Neither form can 
be listed. 

Formation
Foreign investors wishing to form 
an LLC in Vietnam, and establishing 

their first investment in the country, 
must have an investment project. 
An investment project is a collection 
of proposals declaring how the firm 
plans to spend its medium and 
long-term capital to carry out its 
investment activity in a specified 
area and for a specified duration 
of time. Documents must also be 
supplied, attesting: to the legal 
status of the investors, proposals for 
investment preferential treatment 
and a report of the financial capacity 
of the investor. 

This investment project will be 
assessed at the same time as 
the company’s registration; the 
documents will be combined into a 
single application. Following this, an 
investment registration certificate 
will be issued in between 15 and 75 
working days. After the assessment 
of the dossier on formation of 
an enterprise, an enterprise 
registration certificate shall be 
issued within three working days. 
The above processes may take 
longer if the authorities require extra 
documentation. In some cases, 

investment registration certificates 
and enterprises registration 
certificates are issued automatically 
providing certain conditions are 
met. In other cases, investment 
certificates and enterprises 
registration certificates may not 
be granted; it is at the discretion of 
the authorities. 

A company’s name must be 
pronounceable and written 
in letters of the Vietnamese 
alphabet; however, the use of 
F, J , Z and W are permitted as 
these are not available in the 
Vietnamese alphabet. 

Following establishment, a number 
of other formalities should be carried 
out. These include:

• Announcing the approval and 
contents of the enterprise 
registration certificate 
in the National Business 
Registration Portal

• Consider obtaining a legal stamp 
and announcing the sample of 

Conducting business  
in Vietnam
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stamp in the National Business 
Registration Portal 

• Opening bank accounts

• Registering labour recruitment 
plans with the labour office

• Registering with local tax and 
other relevant authorities 

• Submitting the proposed 
accounting system to the tax 
authority. If the accounting system 
is different from the Vietnamese 
Accounting System, approval from  
the Ministry of Finance is required

Capital requirement
Typically, there are no maximum or 
minimum capital requirements for a 
limited liability company. However, 
in some sectors a company must 
be able to meet certain capital 
threshold requirements before they 
are permitted to start business, 
eg for foreign-owned banks, there 
is a minimum capital requirement of 
VND3,000 billion. 

A limited liability company cannot 
issue shares. In addition to cash, 
capital contributions can be made 
in the form of gold, the value of 
land use rights, intellectual property 
rights, technology, technical 
know-how and other assets. 

Company charter
The rights powers, duties and 
obligations conferred on the 
company, the board of directors and 
its shareholders are indicated in the 
company charter. This should be 
produced in line with the provisions 
as set out in Law on Enterprise and 
Law on Investment but provide 
sufficient detail concerning the 
company’s business.

The company charter should include 
the following: 

• The company name, 
head-office, branches and 
representative offices

• The list of business activities 
the firm undertakes

• The charter capital

• Name, address, nationality 
and other basic identification 
of company owner

• Rights and obligations of 
the owner

• Management structure

• Legal representative of 
the company

• Formality for the adoption 
of decisions

• Dispute resolution methods

• Method for calculating 
salary, allowance and 
bonuses of chairman, director 
or general director

• Principles for the distribution of 
profit and settlement of losses

• Procedures for amendment, 
adjustment of the Charter

• Procedures for dissolution 
or liquidation

Providing the constitution does not 
contravene legal obligations, the 
document will be binding between 
the company and owners. 

Management 
The management structure of 
a limited liability company will 
depend on whether the company 
is a single-owner or two or more 
member limited liability company. 

In a single-owner company: 

• A single-member limited liability 
company under the ownership 
of an organisation shall apply one 
of the following organisational 
models: (i) The company’s 
President, Director/General 
Director, and Controller; or (ii) 
The Board of members, Director/
General Director, and Controller

• Unless otherwise prescribed 
by the company’s charter, the 
Chairperson of the Board of 
members or the company’s 
President shall be the company’s 
legal representative

 

Unless 
otherwise 
prescribed by 
the company’s 
charter, the 
Chairperson 
of the Board 
of members 
or the 
company’s 
President 
shall be the 
company’s 
legal 
representative
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• Unless otherwise prescribed by 
the company’s charter, the roles, 
rights and obligations of the Board 
of members, the company’s 
President, Director/General 
Director, and Controller shall 
comply with the appropriate laws

• Members of the Board of 
members shall be designated 
and dismissed by the company’s 
owner; there will be three to 
seven members, the term of 
office shall not exceed five years. 
The Board of members, on behalf 
of the company, shall perform 
the rights and obligations of 
the company’s owner and the 
company, except for the rights and 
obligations of the Director/General 
Director; the Board has legal 
responsibility to the company’s 
owner for the fulfillment of rights 
and obligations in accordance with 
the Law on Enterprises

• The enterprise can appoint one or 
more legal representatives. One 
of the legal representatives must 
be resident in Vietnam. If the legal 
representative is absent from 
Vietnam, the legal representative 
must authorise in writing another 
person in accordance with the 
company charter to carry out the 
powers and obligations of the 
legal representative

For two or more member limited 
liability companies:

• A multi-member limited liability 
company has the Board of 
members, the Chairperson of 
the Board of members and a 
Director/General Director. Every 
multi-member limited liability 
company that has 11 members 
or more shall establish a Control 
Board; a company with fewer than 
11 members may also establish 
a Control Board if necessary 
for the business administration. 
Rights, obligations, standards, 
requirements, and conditions of 
the Control Board and Chief of the 
Control Board shall be provided for 
in the company’s charter

• The enterprise can appoint one or 
more legal representatives. One 
of the legal representatives must 
be resident in Vietnam. If the legal 
representative is absent from 
Vietnam, the legal representative 
must authorise in writing another 
person in accordance with the 
company charter to carry out the 
powers and obligations of the 
legal representative

Filing requirements
Companies are obliged to submit 
financial statements within 90 days 
of the end of each fiscal year.

Joint Stock Company (JSC)
A JSC is a company whose charter 
capital is divided into shares held 
by three or more organisations 
or individuals. It is a recognised 
legal entity and the only company 
under Vietnamese law that can 
issue shares. Its shareholders 
are responsible for its debts and 
liabilities up to the amount of their 
contributed capital. A JSC can issue 
securities and list on the Securities 
Exchange. A JSC may either be 100 
per cent foreign-owned or may take 
the form of a joint venture between 
foreign and domestic investors.

Formation
A JSC is established by its founding 
shareholders based upon their 
subscription for shares in the 
company. It is required to have at 
least three shareholders, with no 
maximum stipulated by law. 

Following establishment, a number 
of other formalities must be carried 
out. These include:

• Announcing the approval 
and contents of the 
enterprise registration 
certificate in the National 
Business Registration Portal 

• Obtaining stamp and 
announcing the sample of 
stamp in the National Business 
Registration Portal 

• Opening bank accounts

• Registering labour recruitment 
plans with the labour office

• Registering with local tax and 
other relevant authorities 

• Submitting the proposed 
accounting system to the tax 
authority. If the accounting system 
is different from the Vietnamese 
Accounting System, approval from 
Ministry of Finance is required

Capital requirement
The founding shareholders of a 
JSC must subscribe at least 20 per 
cent of the total shares that the 
JSC is authorised to offer for sale. 
Shareholders can be Vietnamese 
or foreign nationals. The JSC must 
have common shares and may have 
preferred shares and/or issue bonds.

Company charter
The rights powers, duties and 
obligations conferred on the 
company, the board of directors and 
its shareholders are indicated in the 
company charter which should be 
in line with the Law on Enterprise 
and Law on Investment but to 
be more detailed concerning the 
company’s business.

The company charter includes 
the following: 

• The company name, 
head-office, branches and 
representative offices

• The list of business activities 
the firm undertakes

• The charter capital

• Name, address, nationality and 
other basic identification of 
company owner

• Rights and obligations of 
the owner

• Management structure

• Legal representative of 
the company

• Formality for the adoption 
of decisions

• Dispute resolution methods
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• Method for calculating 
salary, allowance and 
bonuses of chairman, director 
or general director

• Principles for the distribution of 
profit and settlement of losses

• Procedures for dissolution 
or liquidation

Providing the constitution does not 
contravene legal obligations, the 
document will be binding between 
the company and owners. 

Management 
The management structure of 
a JSC comprises the general 
meeting of shareholders, the board 
of management, the board of 
supervisors (where the company 
has more than 10 individuals 
shareholders or a corporate 
shareholder holding more than 
50 per cent of the company’s 
shares) and a Director or General 
Director appointed by the Board 
of Management 

The Board of Management 
should consist of at least three 
members but no more than 11. 
Its members are elected by the 
General Shareholder Meeting for 
terms of up to five years. The Board 
of Management has the authority 
to make decisions, exercise the 
company’s rights and perform the 
company’s obligations on behalf of 
the company. 

Filing requirements
The joint-stock company is required 
to prepare the following reports 
and materials by the end of the 
fiscal year: 

• Annual financial statements

• Report on the business operations 
of the company

• Evaluation report on the 
management and direction of 
the company

Annual financial statements must 
be audited before being submitted 

to the Shareholders’ Meeting, 
if required.

All shareholders who own shares 
for at least one consecutive year are 
entitled to review the reports and 
statements at an appropriate time. 

Partnerships 
Partnership companies can be 
established in Vietnam providing 
there are at least two individuals 
who are members of the partnership 
and co-owners of the business. 
These individuals will be general 
partners and have unlimited liability 
for all obligations of the partnership.

The company may also have limited 
liability members, who can be 
individuals of organisations, who 
only contribute a part of the capital 
and have limited liability and rights 
up to the value of their contribution. 

Typically partnership companies 
are not widely used for foreign 
investment in Vietnam. 

Branch and 
Representative Office 
In accordance with Commercial 
Law, foreign investors can set up a 
resident Representative Office or 
Branch in Vietnam; ownership may 
be restricted in certain sectors. The 
following regulations are in place 
regarding Representative Offices 
and Branches: 

• All foreign businesses, which have 
been in operation for more than 
a year will be allowed to open 
representative offices in Vietnam

• Foreign businesses shall only 
be entitled to set up a branch 
in Vietnam with the condition 
that the business has been in 
operation for at least five years

• Licenses for representative 
offices and branches will be valid 
for five years but no more than 
the remaining validity period of the 
business registration certificate 
of the foreign investors (if any). 

 

Typically 
partnership 
companies 
are not widely 
used for foreign 
investment in 
Vietnam. 
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The licenses may be extended or 
re-issued upon expiry. Branches 
shall be entitled to do business 
in accordance with the branch 
licenses

• Representative offices and 
branch employees shall be 
subject to the relevant tax 
obligations, in accordance with 
the laws of Vietnam

• Branches must follow the 
accounting regime as required by 
the laws of Vietnam. The financial 
year runs from 1 January to 31 
December. Other year-ends can 
only be used subject to providing 
advance notification to the 
tax authorities 

• Branches are required to report 
annually to the Ministry of Trade, 
once a year, on the operational 
and financial position of 
the business

• Representative offices are 
required to submit annual reports 
to the provincial Industrial and 
Trade Department office

Business Cooperation 
Contract (BCC)
A BCC is a contractual relationship 
signed between multiple parties, 
generally a foreign investor and 
a local company. This does not 
form a legal entity but permits the 
partners to engage in business 
activities on the basis of mutual 
allocation of responsibilities and the 
sharing of profits and losses. This 
form of business has traditionally 
been used in industries where 
LLCs and JSCs are restricted, for 
example oil and gas exploration. 
This form of business is a means 
of private financing without 
transferring management control to 
a foreign partner.

Public-Private Partnerships (PPP) 
Under the New PPP Regulations, 
foreign investors can sign 
contracts (PPPs) with state bodies 
to implement infrastructure 
construction projects in Vietnam. 
These can take the following 
forms: Build-Own-Operate 
(BOO), Build-Transfer-Lease 

(BTL), Build-Lease-Transfer 
(BLT), Build-Operate-Transfer 
(BOT), Build-Transfer-Operate 
(BTO), Build-Transfer (BT) and 
Operate-Manage (OM). In addition, 
the decree allows for ‘similar 
contracts’ if they are approved by 
the Prime Minister, allowing for 
discretionary variations. PPPs are 
available for the following industries: 
transport, water supply, waste 
treatment, power plants and power 
transmission lines, agricultural and 
rural infrastructure, infrastructure 
facilities for healthcare education, 
sport related services, offices of 
stage agencies and infrastructure 
facilitates for trade, science 
and technology, economic and 
industrial zones etc. They may also 
be available for other sectors, as 
decided by the Prime Minister. The 
Regulations state the set of steps 
that must be followed to develop 
a project; this includes undergoing 
a feasibility study and a selection 
process in compliance with the 
current tender law.
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In 2007, the Law on Tax 
Administration was first 
implemented. The Law provides 
rules on tax administration, 
management of information, 
tax collection and enforcement, 
and has provided guidance in 
areas previously open to wide 
interpretation. Later in 2007, the 
National Assembly also passed the 
first Law on Personal Income Tax, 
covering the taxation of all income 
of individuals in Vietnam for the 
first time. This Law introduced the 
concept of personal and family 
deductions in determining taxable 
income of individuals. 

In 2008, three further major tax laws 
were amended: Corporate Income 
Tax, Value Added Tax and Special 
Consumption Tax. All four of these 
laws have been implemented since 
2009 and were further amended in 
2013 with changes implemented in 
2014. Furthermore, the Vietnamese 
National Assembly enacted two 
new tax laws in 2014; Law No. 
71/2014/QH13 on amendment of 
a number of tax laws, effective 
from 1 January 2015 and Law No. 
70/2014/QH13 on amendment of 
special consumption tax, effective 
from 1 January 2016. 

Tax administration is controlled 
by the General Department of 
Taxation, which operates under the 
Ministry of Finance. Tax affairs may 
also be handled by local provincial 
Tax Departments. 

Foreign investors are likely to 
be affected by the following 
major taxes:

• Corporate Income Tax

• Value Added Tax

• Personal Income Tax

• Foreign Contractor 
Withholding Tax

• Special Consumption Tax

• Environmental Tax

• Import and Export Duties 

Corporate Income Tax (CIT)
Scope
Organisations conducting business 
and earning taxable income 
in Vietnam are subject to CIT. 
These include: 

• Enterprises established pursuant 
to the law of Vietnam

• Foreign enterprises earning 
income in Vietnam with or 
without a resident establishment 
in Vietnam

• Enterprises established pursuant 
to the Law on Co-Operatives

• Professional entities established 
pursuant to the law of Vietnam 

• Any other organisation conducting 
activities of production or 
business that earns income

A company is a tax resident if it 
is incorporated in Vietnam or has 
a permanent establishment in 
Vietnam. In these cases, the foreign 
enterprise must pay tax on its 
worldwide income. If the company 
is not a tax resident or it does not 
possess a permanent establishment 
in Vietnam, it is only required to pay 
tax on income arising in Vietnam. 

The standard CIT rate is 20 per cent 
from 1 January 2016.

Certain industries are liable to 
a higher tax rate. Companies 
operating in the oil and gas industry 
are subject to rates ranging from 32 
per cent to 50 per cent, depending 
on the location and specific 
project. Any companies engaging 
in the prospecting, exploration and 
exploitation of mineral resources are 
subject to CIT rates of 40 per cent 
or 50 per cent, again dependent on 
location. CIT may be reduced under 
investment incentive schemes. 

Vietnam has an extensive number of 
income tax treaties available for the 
avoidance of Double Taxation. 

Taxable income 
Taxable income is defined as the 
difference between total revenue 
and deductible expenditures. 
Income will include all revenue 
from sales, provision of services 
and additional profits acquired from 
business activities.

Taxpayers are allowed to deduct 
from their taxable income such 
reasonable and deductible business 
expenses as provided under law. 
In general, a business expense 
will be deductible if it satisfies the 
following conditions:

• The expenses actually arose 
and relate to the business of 
the enterprise

• Not on the list of expenses 
prohibited for deduction

• Accompanied by eligible invoices 
and vouchers. Invoices valued at 
VND20 million or more should be 
settled via bank payment, unless 
specifically stated otherwise by 
relevant law

Some examples of non-deductible 
expenses include:

• Depreciation of fixed assets 
that are not in accordance 
with regulation

• Employee remuneration 
expenses which are not stated 
in a labour contract

• Reserves for research and 
development that are not in 
accordance with regulation

• Provisions for severance 
allowances

• Administrative penalties or fines

Administration 
Taxpayers subject to CIT are obliged 
to file tax declarations on an annual 

Tax system
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basis. The tax payments shall be 
made on a quarterly and annual 
basis. The quarterly income tax is to 
be calculated and taxes paid no later 
than the 30th day of the following 
quarter. The annual CIT finalisation 
return is to be filed and the taxes 
paid no later than 90 days from the 
end of the fiscal or calendar year. A 
business may change the tax year 
period but the CIT finalisation period 
for the converted year shall not 
exceed 12 months.

Firms must pay tax in the province 
where their main head office is 
located. If an enterprise has a 
“dependent accounting production 
establishment” in another province 
or city, then the amount of CIT 
assessable and payable will be 
determined in accordance with a 
ratio of expenses as between the 
production establishment and the 
main head office.

Capital gains
Vietnam does not operate a 
separate ‘capital gains tax’ regime. 
Capital gains will therefore form 
a part of a firm’s taxable income 
and will be taxed at the standard 
corporate income tax rate. 

There are specific rules for corporate 
income tax imposed on the transfer 
of capital in an enterprise or the 
sale of securities by investors. 
The purchase price and transfer 
expenses are generally deducted 
from the transfer price in order to 
calculate the taxable capital gain. 
This tax is known as the Capital 
Assignment Profits Tax. Where 
the vendor is a foreign entity, the 
Vietnamese purchaser is required to 
withhold the tax due and account for 
this to the tax authorities. Where the 
purchaser is also a foreign entity, the 
Vietnamese enterprise in which the 
interest is transferred is responsible 
for the administration of the Capital 
Assignment Profits Tax. 

For the transfer of shares in a 
Vietnamese JSC, gains derived 

by the resident entity are taxed at 
20 per cent from 1 January 2016. 

Groups
There are no provisions within 
corporate tax law addressing the 
concept of group consolidation. 
Nevertheless, current regulation 
stipulates that profits and losses 
cannot be offset between 
companies within a group. 

Thin capitalisation rules
At present, there are no thin 
capitalisation rules. However, there 
are restrictions on loans from foreign 
affiliates in some sectors. 

Losses
Businesses that incur losses after 
tax finalisation are entitled to carry 
forward those losses to be offset 
against the assessable income of 
future years. Tax losses can be 
carried forward consecutively for 
a maximum of five years before 
they expire. Losses of incentivised 
activities can be offset against 
profits from non-incentivised 
activities, and vice versa. 

Enterprises which incur a loss 
from real property transfers can 
carry forward the loss to be offset 
against assessable income of 
other activities.

The carry-back of losses is 
not permitted. 

Dividend income
Dividends paid to corporate 
shareholders are generally exempt 
from CIT, if the paying firm has 
fulfilled its CIT obligations before 
payment. Dividends received from 
foreign companies are credited 
against CIT payable in Vietnam 
but not exceeding the income 
tax calculated under the CIT Law 
of Vietnam. 

Withholding tax 
Withholding tax is charged on the 
following types of income:

 

Dividends 
received 
from foreign 
companies are 
credited against 
CIT payable in 
Vietnam but 
not exceeding 
the income 
tax calculated 
under the 
CIT Law of 
Vietnam. 



17

• Royalties paid to a foreign party 
for the right to use or license 
patents, inventions, industrial 
property, designs, trademarks, 
copyright and technical knowhow 
– 10 per cent

• Interest and any other amounts 
charged by the offshore lender in 
connection with a loan agreement 
– five per cent 

• Foreign Contractor

Withholding tax
The foreign contractor withholding 
tax covers the taxation of outbound, 
cross-border remittance of contract 
payments by a resident corporation 
to an overseas goods or services 
provider. The foreign contractor 
withholding tax covers Value Added 
Tax and Corporate Income Tax.

The foreign contractor withholding 
tax covers interest, royalties, 
service fees, leases, insurance, 
transportation, transfers of 
securities and goods supplied in 
Vietnam or associated with services 
rendered in Vietnam. The tax rates 
vary depending on the type of 
goods, services or goods associated 
with services.

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

• Deduction method: the foreign 
contractor registers under the 
Vietnamese Accounting System 
(VAS) to pay taxes directly.

• Deem method: the Vietnamese 
party withholds the payment 
paid to the foreign contractor for 
the tax.

• Hybrid method: the foreign 
contractor registers for only VAT, 
combining elements of both the 
deduction and direct method. 

Foreign contractor withholding 
tax does not apply to pure trading 
transactions for certain purchases 
under Incoterms

Transfer pricing
Related party transactions must 
be conducted at arm’s length and 
must comply with the transfer 
pricing rules and documentation 
requirements. Parties are related 
if they hold directly or indirectly 
at least 20 per cent of the equity 
or the total property of the other 
business establishment. The 
definition of related parties also 
extends to certain significant 
suppliers, customer and funding 
relationships between otherwise 
unrelated parties such as a business 
establishment, which directly or 
indirectly controls more than 50 per 
cent of the sales turnover (calculated 
on the basis of each type of product) 
of the other business establishment.

Vietnamese transfer pricing rules 
generally adopted the revised 
Organisation for Economic 
Co-operation and Development 
(OECD) transfer pricing guidelines. 
This included the acceptable 
methods of determining the 
arm’s length principle, such as, 
comparable uncontrolled price, cost 
plus, resale price, comparable profits 
and profit split. 

Contemporaneous documentation 
is required to be prepared and 
maintained. Such documentation 
is required to be presented to the 
tax authorities (translated into 
Vietnamese) within 30 days of 
receiving a written request. In 
addition, an annual transfer pricing 
declaration is required to be filed 
together with the CIT finalisation 
return providing details of related 
transactions, the methodologies 
adopted and the comparison of book 
value v.s. arm’s length value per 
self-assessment of the company. 
By the time of the submission of 
the transfer pricing declaration, 
the company shall maintain the 
supporting documentation to prove 
that its related-party transactions 
are conducted in line with the arm’s 
length principle and to confirm the 

arm’s length price on this transfer 
pricing declaration. 

In 2015, a specialised Transfer 
Pricing Inspection team was set 
up at the General Department of 
Taxation and at the four largest Tax 
Departments: Hanoi, Ho Chi Minh 
City, Dong Nai and Binh Duong 
provinces. Subsequently, a number 
of intensive and aggressive transfer 
pricing inspections have been 
conducted resulting in significant 
adjustments.

Controlled foreign 
companies (CFC)
There is no anti-controlled foreign 
company legislation. 

Tax incentives
Companies engaged in preferred 
areas of investment or located 
in special geographical areas are 
generally entitled to preferential tax 
rates, as follows: 

• 10 per cent CIT rate for 15 years 
for new investment projects in 
an area with especially difficult 
socioeconomic conditions, in 
economic zones and in high-tech 
zones; and to new investment 
projects in the sectors of high 
technology, scientific research 
and technological development, 
investment in development of 
especially important infrastructure 
facilities of the State, and 
production of software products

• 10 per cent CIT rate for the entire 
operational period is applicable 
to enterprises operating in the 
sectors of education and training, 
occupational training, health care, 
culture, sport and the environment

• 17 per cent CIT rate for the 
first 10 years applies to new 
investment projects in areas with 
difficult socioeconomic conditions

• 17 per cent CIT rate for the entire 
operational period is applicable to 
agricultural service co-operatives 
and to people’s credit funds
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These incentives may be subject to 
restrictions on minimum revenues 
and headcounts and locations. 

Taxpayers may also be eligible for 
tax holidays and reductions. Tax 
holidays are available for two to 
four years, as well as a 50 per cent 
tax reduction for up to nine years 
from the first profit-making year 
of the forth revenue-making year, 
whichever comes first. 

Additional incentives may be 
available for companies that 
employ a significant number of 
female employees or employ 
ethnic minorities. 

Personal Income Tax (PIT)
The Law on Personal Income Tax 
took effect on 1 January 2009. This 
replaced the previous ordinance and 
regulations covering Income Tax of 
High Income Earners in Vietnam.

Individuals liable to 
Vietnamese tax
Vietnamese resident individuals 
are subject to personal income 
tax on their worldwide income, 
non-resident individuals are liable to 
personal income tax only on income 
arising within Vietnam. 

A foreign individual is considered 
a resident for tax purposes if he/
she satisfies one of the following 
conditions: 

• Being present in Vietnam for a 
period of 183 days or more within 
one western calendar year or for 
12 consecutive months

• Having a regular residence in 
Vietnam in one of the following 
cases: having permanent 
residence recorded in the 
residence card or temporary 
residence card or having a lease 
contract of 183 days or more

A non-resident is any individual 
who does not satisfy the above 
conditions.

For individual stays in Vietnam 
of more than 90 days but less 
than 183 days in a tax year; or 
in 12 consecutive months from 
the date of arrival in Vietnam, 
the individual will be viewed as 
a Vietnam tax non-resident if the 
individual can prove that he/she is 
tax resident of another country.

Taxable income 
Taxable income generally 
comprises 10 main types of 
income: business income, salaries 
and wages, income from capital 
investments, income from capital 
transfers, income from real property 
transfers, winnings or prizes, 
royalties, income from franchises, 
income from inheritances and 
receipts of gifts. 

Income not subject to tax 
generally includes: 

• One-off regional transfer 
allowances for foreigners moving 
to reside in Vietnam

• The cost of one return air ticket 
paid by the employer for a foreign 
employee to return home for 
holiday once per year

• Employee training fees paid to 
training centres

• School fees of expatriate 
employees’ children paid directly 
to schools in Vietnam 

• Income from real property 
transfers between certain 
related parties

• Income from the transfer of a sole 
residential house or residential 
land use right in Vietnam

• Receipt of an inheritance or gift 
of real property between certain 
related parties

• Interest on money deposited at 

a bank or credit institutions

• Income from life insurance 
policies

• Foreign currency remitted by 
overseas Vietnamese

• That part of night shift or overtime 
salary payable that is higher than 
the day shift or normal working 
hours salary stipulated by the 
Labour Code

• Scholarships

• Compensation payments from life 
and non-life insurance contracts

• Compensation for labour 
accidents

The personal income tax law 
stipulates 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 especially 
difficult situations, for disabled 
people, elderly people; and to 
charitable, humanitarian, and study 
promotional funds.

Individual responsibilities in 
relation to Vietnamese personal 
income tax
Any individual present in Vietnam 
who has taxable income must 
obtain a tax code. Those who have 
taxable employment income must 
submit the tax registration file to 
their employer; the employer will 
subsequently submit this to the 
local tax office. For individuals 
with taxable non-employment 
income, they must submit their tax 
registration file directly to the district 
tax office. 

For tax residents who have overseas 
income, any personal income tax 
paid in a foreign country is creditable 
against tax paid in Vietnam subject 
to certain tax administration 
procedures.
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Tax rates and bands – 2015

Residents – employment income 

Annual taxable  
income (VND million)

Tax rate 
Bracket 

adjustment 
(VND)Income  

exceeding 
Not  

exceeding

0 60 5% 0

60 120 10% 250,000

120 216 15% 750,000

216 384 20% 1,650,000

384 624 25% 3,250,000

624 960 30% 5.850,000

960+ – 35% 9,850,000

Residents – other income 

Type of income Tax rate

Business income 0.5-5% (depending 
on activity

Interest/dividends 5%

Sale of shares

Net gain 20%

Sales proceeds 0.1%

Sale of real estate

Net gain 25%

Sales proceeds 2%

Other

Income from copyright 5%

Income from franchising/royalties 
(exceeding VND10 million)

5%

Income from winning prizes 
(exceeding VND10 million)

10%

Income from inheritances/gifts 
(exceeding VND10 million)

10%

Non-residents

Type of taxable income Tax rate

Employment income 20%

Business income 1 - 5%, dependent 
on the type  
of income 

Interest/dividends 5%

Sales of shares 0.1%

Sale of real estate 2%

Income from royalties/franchising 5%

Income from inheritance/ gifts/
winning prizes (exceeding VND10 
million)

10%

Tax returns
For employment income, tax has to be declared and paid 
provisionally on a monthly basis by the 20th day of the 
following month or on a quarterly basis by the 30th day 
following the reporting quarter. The amounts paid on a 
monthly/quarterly basis are then reconciled to the total tax 
liability at year-end. 

Individuals who receive income from overseas shall file tax 
returns on a quarterly basis. 

An annual tax return must be submitted and any 
outstanding tax due paid within 90 days of the year end. 
For those who have only one source of employment 
income and in some other prescribed cases, the income 
paying organisation is allowed to prepare the annual 
personal income tax finalisation for him/her. Otherwise, 
that individual is required to file his/her own annual 
personal income tax finalisation return to the local 
tax authority. 

For non-employment income, the individual is required to 
declare and pay personal income tax on a regular basis. 

Joint declarations are not permitted; each individual must 
file a separate tax return.
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Upon completion of assignment in Vietnam and before 
departing from Vietnam, the tax resident foreign individual 
is required to finalise his/her personal income tax with the 
local Tax Department by himself/herself.

Other taxes
Value Added Tax
VAT is a transaction tax, the cost of which ultimately 
falls on the end customer. The majority of transactions 
involving the supply of goods, the provision of services 
and importations will be subject to this tax.

Broadly, VAT is levied on the value added at each stage of 
the production and distribution supply chain. Registered 
businesses act as collection points for the local Tax 
Departments. 

Not all transactions are subject to the tax, and those that 
are may be subject to different rates. In addition, not all of 
the VAT incurred by a business can be reclaimed.

Making taxable supplies
A taxable person for the purposes of VAT can be an 
individual (sole trader) in business, a partnership (including 
a limited liability partnership), a trust, an incorporated 
business or a branch of an overseas corporate entity. 

Organisations and individuals producing and trading VAT 
taxable goods and services in Vietnam, or importing VAT 
taxable goods or services from foreign countries are liable 
to pay VAT.

VAT administration
All organisations and individuals producing VAT liable 
goods and supplies must register for VAT. Each branch 
must register separately and declare VAT on its own 
transactions. Transfers of goods between branches may 
also be liable to VAT. 

The monthly value-added tax declaration is to be 
submitted and tax paid no later than the 20th day of 
the following month or on a quarterly basis by the 30th 
day following the reporting quarter (provided revenue 
of the prior year was less than VND50billion). A newly 
established entity is allowed to file VAT on a quarterly 
basis for the first two calendar years from incorporation. 

Entities may use pre-printed invoices, self-printed invoices 
or electronic invoices to declare their VAT liability. There 
are stipulated items that must be included. 

If a taxpayer’s input VAT for a given period exceeds its 
output VAT, it can carry the excess forward for a period 
of 12 months. Following this, it can claim a refund from 
the authorities. 

Applicable rates

Rate Applicable to 

0% Exported goods and services; construction 
and installation operations of export processing 
enterprises; goods sold to duty-free shops; 
international transportation, and to goods 
and services that are not subject to VAT and 
that are exported, except for the following: 
technology transfers and intellectual property 
transfers to foreign countries; services 
being reinsurance offshore; credit services, 
assignment of capital and derivative financial 
services; post and telecommunications services; 
and export products being exploited natural 
resources and mined minerals that have not yet 
been processed.

5% Areas of the economy considered as essential 
goods and services, including clean water 
for manufacturing and for living purposes; 
fertilisers; ore used for production of fertilisers; 
pesticides and growth stimulants for animals 
and crops; feed for cattle, poultry and other 
animals; fresh food produce; sugar and its 
by-products; products made from jute, sedge, 
bamboo, rattan, thatch, coconut fibre, coconut 
shell, water hyacinth, and other handmade 
products produced by using agricultural raw 
materials; semi-processed cotton; newsprint; 
medical equipment and instruments; medical 
sanitary cotton and bandages; preventive and 
curative medicines; and pharmaceutical products 
and pharmaceutical materials which are the 
raw materials for producing preventive and 
curative medicines; scientific and technological 
services as stipulated in the Law on Science 
and Technology.

10% All other goods and services not subject to the 
zero per cent and five per cent rates.

Some supplies are exempt from VAT, these include: 
products of cultivation, aquaculture, animal breeding 
stock and plant varieties, genetic materials; salt products; 
transfers of land use rights; life insurance; credit services; 
securities business activities; assignments of capital; 
derivative financial services; medical health services and 
veterinary services; education and vocational training; 
publications, importation and distribution of newspapers, 
books and teaching materials.

Other items that are exempt from VAT when imported 
include: machinery, equipment and materials that cannot 
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be produced domestically but are 
required for scientific research and 
technological development activities 
or prospecting, exploration and 
development of petroleum and 
natural gas fields. 

Business establishments are not 
entitled to a credit or refund of input 
VAT in respect of the above goods 
and services which are not subject 
to VAT.

Methods of calculating VAT
VAT payable can be calculated 
using the tax credit method or by 
calculating tax directly on the basis 
of added value. 

The tax credit method applies 
to business establishments that 
fully implement the regime on 
accounting, invoices and source 
vouchers as stipulated by law, 
and register to pay VAT by the tax 
credit method.

The method of tax calculation 
based directly on added value only 
applies to business establishments, 
foreign organisations and individuals 
conducting business without a 
resident establishment in Vietnam, 
which have income arising in 
Vietnam and do not implement the 
regime on accounting, invoices and 
source documents.

Import duty 
Generally, all goods crossing 
Vietnamese borders are subject to 
import duties. In particular:

• Goods imported through 
Vietnamese border gates 
or border by road, river, 
seaport, airport, international 
railway, international post and 
other locations for customs 
procedures clearance

• Goods transferred from the 
local market to non-tax areas or 
vice versa

• Other goods traded or exchanged 
that are considered as imports

The following goods are not subject 
to import duties:

• Goods transited and transported 
by mode of border gate 
trans-shipment through Vietnam’s 
border gates or border under the 
customs law

• Humanitarian aid goods

• Goods imported from abroad into 
non-tariff zones and only used 
therein

• Goods brought from one non-tariff 
zone to another

Import tax rates include preferential 
tax rates, particularly-preferential tax 
rates and ordinary tax rates.

Preferential tax rates are 
applicable to imports originating 
from countries or groups of 
countries or territories that grant 
most-favoured-nation treatment 
in trade relations with Vietnam. 
Taxpayers declare the origin of 
goods themselves and are held 

responsible for declarations 
regarding the origin of goods. 

Particularly-preferential tax rates are 
individually specified for each item 
covered by decisions released by 
the Minister of Finance. 

Ordinary tax rates are applicable to 
imports originating from countries, 
groups of countries or territories that 
do not grant most-favoured-nation 
treatment or special import tax 
preferences to Vietnam. The 
ordinary tax rate is equal to 150 per 
cent of the preferential tax rate.

Apart from being subject to 
import tax, in certain situations 
Vietnam also imposes an 
anti-dumping tax, anti-subsidy 
tax and anti-discrimination tax or 
safeguard tax, in accordance with 
existing rules.

Export duty
Export duties are charged on a 
limited number of items, generally 
natural resources such as sand, 
chalk, marble, granite. Rates range 
from 0 - 40 per cent.

Special Consumption Tax (SCT)
Special consumption tax is a form of 
excise tax levied on goods deemed 
to be a luxury or indulgence. 

Goods generally subject to SCT 
include: cigarettes, cigars and other 
products processed from tobacco, 
spirits and beer, certain passenger 
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vehicles, two-wheel motor vehicles 
with a cylinder capacity above 
125cm³, aircraft and yachts, various 
types of petrol, air-conditioners with 
a capacity of 90,000 BTU or less 
and playing cards. 

Goods not subject to the SCT 
include: goods imported from 
abroad into non-tariff zones; 
domestic goods sold into non-tariff 
zones for sole use in the non-tariff 
zones; certain goods traded 
between non-tariff zones. 

Businesses subject to SCT 
include: dancehalls, massage 
lounges and karaoke parlours, slot 
machines and other similar types of 
machines, betting businesses, golf 
and lotteries.

The amount of SCT payable is equal 
to the taxable price multiplied by the 
SCT rate, which ranges from 10 per 
cent to 70 per cent depending on 
the taxable good or service. The 
rates are gradually being increased 
up to 2018. 

The SCT taxable price must be 
calculated in Vietnamese Dong. 
A taxpayer whose turnover is in a 
foreign currency must convert it into 
Vietnamese Dong at the average 
trading rate on the inter-bank foreign 
currency market as announced by 
the State Bank of Vietnam on the 
date when such turnover arose. In 
the case of imported goods, the 
conversion of foreign currencies 
into Vietnamese Dong to fix the 
taxable price is to be conducted in 
accordance with the law on import 
and export duties.

Natural Resources Tax
All organisations and individuals 
engaged in exploiting or mining 
natural resources in compliance with 
the laws of Vietnam, irrespective of 
their industry, scope and operational 
form, are liable to register, declare 
and pay royalties.

Taxable resources means all 
natural resources existing in the 
land, islands, internal waters, sea 
territory, exclusive economic zones 
(including maritime areas common 
to both Vietnam and a neighbouring 
country) and the continental shelf 
under the sovereignty of the 
Socialist Republic of Vietnam, 
including: metallic mineral 
resources, non-metallic mineral 
resources including soil, stone, sand, 
gravel, coal, gemstones, mineral 
water and natural thermal water, 
oil; gas or natural gas, natural forest 
products, natural marine products, 
natural water including surface 
water, ground water and other 
natural resources under the law on 
natural resources. 

The taxable value of a resource is 
the selling price of each item or unit 
of resource at the place of mining. 
Exemptions or reductions in royalty 
taxes include offshore fishing by 
high-capacity vessels, natural water 
used for generation of hydropower 
that is not fed into the national 
power grid, and soil or combined 
soil products for ground levelling or 
construction works.

The National Assembly plans 
to increase the tax imposed on 
businesses exploiting natural 
resources. This will amount to an 
increase of at least two per cent for 
most businesses. 

Property Tax 
The rental of land use rights 
by foreign investors is a form 
of property tax, known as land 
rental. The rates levied depend 
upon the location, infrastructure 
and industrial sector in which the 
business is operating. 

Furthermore, owners of immoveable 
property have to pay land tax under 
the law on non-agricultural land 
use tax. The tax is charged on the 
specific land area in use, based 
on the price per square meter and 

progressive tax rates, ranging from 
0.03 per cent to 0.15 per cent. 

Environmental Tax
Environmental tax is an indirect tax, 
collected on products and goods 
that, when used, are deemed to 
cause negative environmental 
impacts. The tax is levied on the 
production or importation of certain 
goods, based on the Absolute tax 
rate. Export products are exempted 
from environmental tax. 

Anti-avoidance measures
While Vietnam does not have any 
specific anti-avoidance rules, the 
tax authorities have the power to 
carry out tax audits. Tax inspections 
can be conducted on a regular basis 
but no more than once a year. The 
duration of a tax inspection must 
not exceed thirty days from the date 
of notification of the tax inspection 
decision; however these may be 
extended for an additional period not 
exceeding thirty days.

A taxpayer who pays tax later than 
the deadline is to pay the full tax 
amount plus a late payment penalty 
equal to 0.05 per cent per day of the 
outstanding tax amount. Taxpayers 
that make incorrect declarations, 
thereby reducing taxes payable or 
increasing refundable tax amounts, 
are to pay the full amount of the 
undeclared tax or return the excess 
refund, and will also pay a fine equal 
to 10 per cent of the under-declared 
or excess refunded tax amounts, 
together with a fine for late payment 
of the tax. 

A taxpayer that commits an act of 
tax evasion or tax fraud is liable to 
pay the full amount of tax according 
to regulations and a fine will be 
imposed of between one and three 
times the evaded tax amount. The 
general statute of limitations for 
imposing tax and late payment 
penalties is 10 years and for other 
penalties is five years.
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Laws governing employment and 
industrial relations largely stem 
from provisions set out in the 1992 
Constitution. However, the new 
Labour Code, enacted in 2012, 
provides the current framework 
of regulations regarding the 
employment relationship. Alongside 
the Code, there are specific 
implementing decrees to help 
guide organisations to comply with 
the provisions of the new Labour 
Code, for example, the decrees on 
labour contracts, on labour disputes, 
or salary. 

The Labour Code covers a diverse 
range of labour related issues, 
including recruitment, employment 
contracts, working hours, labour 
discipline, and labour dispute 
resolution. The Labour Code 
is applicable to employees and 
employers, across both foreign and 
resident organisations. 

Employment contract
In Vietnam, employment 
relationships are governed by the 
contractual agreement entered into 
between employer and employee. 
Contracts may take one of the 
following forms:

• Indefinite labour contract

• Definite labour contract – the 
duration of which is defined by 
the two parties as a period of one 
to three years

• A temporary labour contract for a 
specific project or seasonal work – 
the duration of which is less than 
one year

Definite labour contracts can 
only be renewed twice; following 
that, the employer must sign an 
indefinite labour contract. In the 
case that the employer does not 
wish to renew the labour contract 
with the employee, the employer 
must inform the employee of 
the termination at least 30 days 

before the expiry date of the 
labour contract.

The contract should include a job 
description, the place of work, 
wage, duration of the contract, 
probation period and cover matters 
such as social insurance and labour 
protection. The Labour Code allows 
an employer to require an employee 
whose work is related to business 
or technological secrets to enter 
into a separate agreement on 
confidentiality and nondisclosure of 
those secrets. The confidentiality 
agreement may contain a clause 
on compensation consequences in 
case of breach of contract 

The Labour Code prohibits 
employers from keeping employees’ 
original identification cards and 
qualifications when signing and 
performing labour contracts. 

Moreover, an employer may 
not require an employee to pay 
cash or provide any assets to 
guarantee performance under the 
labour contract.

A contract must be signed by the 
General Director of the organisation 
or another authorised person before 
the employment begins. 

Minimum wage 
In November 2015, the monthly 
minimum wage was increased. 
The increases became effective on 
1 January 2016. 

Region One (which includes urban 
Hanoi, Hai Phong, Ho Chi Minh City) 
– VND3.5 million

Region Two (which includes rural 
Hanoi, HCMC, Hai Phong plus the 
capital cities of Hai Duong, Hung 

Labour
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Yen, Bac Ninh, Thai Nguyen, Nha 
Trang, Can Tho and Rach Gia) – 
VND3.1 million

Region Three (which includes 
capital cities and the main districts 
in the provinces of Hai Duong, Vinh 
Phuc, Phu Tho, Bac Ninh, Nam Dinh, 
Phu Yen, Dong Nai and Tien Giang, 
Ben Tre) – VND2.7 million

Region Four (the least developed 
areas in Vietnam) – VND2.4 million

The wage of a trained employee 
must be at least seven per 
cent more than the regional 
minimum salary. 

Working time and leave 
Under the Vietnamese Labour Code, 
working hours should not exceed 
eight hours per day or 48 hours 
per week. This may be extended 
through an agreement between 
the employer and employee but 
cannot exceed four hours per day, 
30 hours per month and 200 hours 
per year in total. In some special 
circumstances, the government may 
allow up to 300 hours per year.

Employees who work overtime are 
entitled to additional wages. The 
normal overtime rate must be at 
least 150 per cent of the standard 
rate. On scheduled days off the 
overtime rate must be at least 200 
per cent of the standard rate and for 
public holidays the overtime rate is 
300 per cent of the standard rate. 

Employees are entitled to at least 
one rest day per week. 

Employees who have been 
employed for 12 months are 
provided with a minimum of  
12 days of paid annual leave per 
year, alongside the 10 days of public 
holiday each year. 

Employees are entitled to sick leave, 
although this is not paid for by the 
employer. The Social Insurance 
Fund covers sick-leave allowances 
for employees and also for female 
employees taking care of their sick 

children from three to seven years 
old. The maximum time granted 
per year for sick leave is 30 days (in 
most industries and professions), 
with 15 days permitted for taking 
care of sick children. The allowance 
granted in lieu of salary is equal 
to 75 per cent of the salary which 
is used to calculate the monthly 
insurance contribution.

Healthcare and benefits 
Healthcare
Basic health care is covered by the 
Social Insurance Fund. However, 
private schemes are becoming 
more popular, especially amongst 
foreign employers; it must be noted 
that foreigners entering into labour 
contract with companies in Vietnam 
are obliged to join the health 
insurance scheme with the local 
social insurance department.

Workers’ compensation
Workers suffering labour accidents 
or work-related diseases are entitled 
to an allowance equal to 100 per 
cent of their salary during the initial 
treatment period. Employers will be 
responsible for the allowance and 
all the examination and treatment 
expenses. After the conclusion 
of the treatment, the worker will 
receive further allowances from 
the Social Insurance Fund based on 
the degree of disability and illness. 
If a worker dies as a result of work 
related injury or disease, his family 
will be entitled to death benefits 
covered by the Social Insurance 
Fund. Employers have an additional 
obligation to pay compensation 
representing at least 30 months’ 
salary to workers who suffer a 
reduction of more than 81 per cent 
of their labour capacity, or they 
must pay an equivalent amount to 
the close relatives of a worker who 
dies as a result of a labour accident 
or disease not caused by his own 
negligence. In cases where the 
injury or death of the worker is due 
to their own fault, the labourer will 
still receive an allowance equalling at 
least 12 months’ salary. 

Probation 
Employers and employees may 
agree on a probationary period. This 
must not exceed 60 days for work 
that requires college education 
or further, 30 days for work that 
requires vocational intermediate 
education, technical workers, 
professional workers, and six days 
for all other work. A probationary 
employee must not be paid less 
than 85 per cent of the normal wage 
for that job.

Termination
Both employer and employee 
may unilaterally terminate a labour 
contract in certain circumstances 
specified in the Labour Code; 
these include failure of employees 
to carry out their tasks, breach 
of discipline or serious injury of 
illness. Termination may also occur 
due to financial problems or the 
advent of technology rendering 
the employee’s job obsolete. 
Termination must be made in 
writing. 

In some cases, the employer is 
required to discuss the termination 
and reach an agreement with the 
executive committee of the trade 
union. Where the employer or 
employee is terminating a contract, 
advance notice must be given. 
This is calculated considering the 
period for which the worker has 
been employed.

Type of contract Advance 
Notice 
Required

Indefinite term 
contract

45 days

Definite term 
contract

30 days

Seasonal contracts 3 days

Severance payments 
If an employer illegally terminates 
a contract, the employer must 
re-employ the employee and the 
employee will receive the severance 



25

pay alongside compensation and an 
allowance for the days which the 
employee would have worked if the 
contract had not been terminated, 
plus two months’ salary. 

If the employer does not wish to 
re-employ the employee and the 
employee agrees, the employee will 
receive the severance pay alongside 
compensation and an allowance for 
the days which the employee would 
have worked if the contract had not 
been terminated plus two months’ 
salary and a severance allowance 
(for the time that the employee has 
not had unemployment insurance 
during the employment).

If the contract is terminated due 
to changes in job structure or 
technology and the employee 
has worked for over one year, 
the employer must provide a 
severance payment equivalent to 
one month’s salary for each year of 
employment but not lower than two 
months’ salary. 

Protection from termination 
While Vietnam has not yet 
developed a set of laws and 
regulations to deal with employment 
discrimination issues, labour 
law prescribes the prohibition of 
discrimination based on sex, race, 
social class, beliefs or religion. 
Therefore, no employee can be 
dismissed based upon these 
factors. Furthermore, the labour 
code specifically provides that no 
female employee can be dismissed 
because she is getting married, 
pregnant, taking maternity leave or 
nursing a child. 

Social security 
A compulsory social insurance 
scheme applies to all enterprises, 
bodies and organisations that hire 
employees under labour contracts 
with a definite term of over three 
months and for labour contracts 
with indefinite terms. Employers and 
employees must pay contributions 
to the State Social Insurance Fund 
equal to 18 per cent of gross income 

by the employer and eight per cent 
by the employee.

The fund covers the employees’ 
benefits during sick leave, maternity 
leave, retirement, allowances 
for work related accidents and 
occupational diseases, and 
survivors’ benefits. The ceiling level 
for social insurance is 20 times the 
Government’s minimum wage.

In addition, employers and 
employees are required to contribute 
to the State Health Insurance 
Fund to partially cover health care 
benefits. The contributions currently 
constitute 4.5 per cent of gross 
income, with three per cent being 
the responsibility of the employer 
and 1.5 per cent the responsibility 
of the employee. Unlike the other 
social contributions, the health care 
contribution requirements also apply 
to expatriate employees.

An organisation is also obligated to 
contribute unemployment insurance. 

Monthly pensions are provided from 
the Social Insurance Fund where 
an individual has contributed social 
insurance for more than 20 years 
and when they reach 60 years of 
age for men, or 55 years of age 
for women.

A deduction of up to VND1 
million per month is permitted for 
contributions to supplementary 
pension schemes. Though still in 
its infancy, it is expected that a 
greater number of providers will 
offer supplementary schemes. With 
these schemes, the employees will 
have a better support in and means 
to save for retirement diversify the 
sources of their pensions and will 
provide employers with a means to 
retain key employees.

Employment of resident and 
non-resident employees 
The Vietnamese Labour Code states 
that foreign companies, branches 
and representative offices must 
provide Vietnamese citizens with 
priority of employment opportunity. 

The Vietnamese 
Labour 
Code states 
that foreign 
companies, 
branches and 
representative 
offices must 
provide 
Vietnamese 
citizens with 
priority of 
employment 
opportunity.
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Although, expatriates may be also 
be recruited. 

Any Vietnamese citizens who 
wish to be employed by foreign 
companies must satisfy the 
following criteria: 

• Have fulfilled their legal 
obligations

• Have not been charged with any 
criminal activity

• Are not officials, employees of 
mass organisations or armed 
forces personnel

Where employment positions 
require specialist skills or senior 
management responsibilities that 
Vietnamese residents cannot fill, 
organisations are authorised to 
recruit foreigners to fill that position. 

The organisation must obtain the 
approval from the local People’s 
Committee on the number of 
foreigners that they wish to recruit 
during the year in advance. 

For most positions, foreign 
employees must provide original 
copies of relevant educational 
qualifications in order to obtain 

a work permit. A work permit 
is required before the foreign 
employee starts working in Vietnam 
and earning salary.

Foreigners who work in Vietnam are 
required to obtain a work permit or 
obtain confirmation from the local 
labour department that he/she is 
exempted from this requirement 
work permit. 

Work permits are issued for the 
same duration as the term of the 
labour contract; a work permit 
can be issued for a maximum of 
24 months and is allowed to be 
renewed with the same duration. 

All foreigners will be required to 
apply for a work permit, except for 
the following cases:

• They are a member of a limited 
liability company with more than 
two members

• They are the owner a limited 
liability one-member company

• They are a member of the 
management board of a 
joint-stock company

• They are in Vietnam to offer and 
sell services within three months

• They are in Vietnam to deal with 
emergency cases that are likely to 
affect business activities of which 
Vietnamese experts cannot deal 
with within three months

• They are a foreign lawyer who has 
been issued a license to practice 
law in Vietnam

• Foreigners’ internal movement 
in the enterprises operating in 
11 service sectors specified in 
Vietnam’s commitment schedule 
to World Trade Organization 
are not subject to work permit 
requirements

Trade unions
All companies, whether Vietnamese 
or foreign, must permit their 
employees to join a trade union. 
Disputes between employers and 
employees should be resolved 
through negotiations. If a resolution 
is not reached then the Ministry 
of Labour, War Invalids and Social 
Affairs or Labour Tribunal may be 
asked to intervene to settle the 
dispute. Companies are required 
to contribute two per cent of total 
salary which is used to calculate 
social insurance contribution into a 
union fund.
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Accounting and auditing practice 
in Vietnam has dramatically 
improved in recent years, following 
the establishment of professional 
bodies, an increase in the number 
of accounting firms and the 
development and enactment of new 
laws and regulation. 

The accounting regime is regulated 
under the Law on Accounting, 
and the Accounting System is 
administrated by the Ministry 
of Finance. The regulation and 
implementation of auditing is 
governed by the Law on Auditing, 
administered by the Vietnam 
Association of Certified Public 
Accountants (VACPA) and the 
Vietnam Association of Accounts 
and Auditors (VAA)

Accounting standards
Currently, there are 26 Vietnamese 
Account Standards, issued by the 
Ministry of Finance, and applicable 
to all business across all sectors. 
Any deviation from Vietnamese 
Accounting Standards and 
Systems needs to be registered 
with the Ministry of Finance for 
written consent.

The Accounting Standards 
include basic accounting principles 
and methods for updating 
accounting books and preparing 
financial reports. 

The Law on Accounting stipulates 
that the financial statements of the 
enterprises established in Vietnam 
should be prepared in accordance 
with the following fundamental 
requirements:

• Framework: Vietnamese 
Accounting Standards and System 
(VASs)

• Financial year: Year ending 
31 December (Note)

• Language: Vietnamese

• Reporting currency: VND

(Note: The accounting year is 
typically a period of 12 months, 
running from 1 January to 
31 December. However, the 
accounting year may be changed 
to start from the first day of a 
month at the beginning of any one 
quarter and ending 12 months after; 
in this case, a firm must notify 
the tax authority of the change. A 
company’s first accounting period 
must not be more than 15 months 
after the company’s date of 
incorporation.)

Companies may be permitted to 
use a different foreign currency for 
accounting records and financial 
statements and/or different financial 
year, in certain circumstances. 

Accounting records 
All firms operating in Vietnam 
are obliged to keep one set of 
accounting records that include all 
financial transactions, represented 
in an objective, comprehensive and 
truthful manner. This will typically 
include: a balance sheet, a profit 
and loss statement, a cash flow 
report and explanatory notes to the 
financial report. 

Accounting policy must be kept 
consistently throughout annual 
accounting periods. In the case that 
there is any change in accounting 
policy, the company must provide an 
explanatory note to the authorities. 

All companies must retain those 
accounting records used in the 
preparation of the accounting books 

for ten years, and five years for all 
other financial management reports.

Filing and submission of 
statutory financial statements
The company’s annual accounts 
must be approved by the chief 
accountant and legal representative 
of the firm. The submission of 
the statutory financial statements 
and auditors’ reports thereon (if 
applicable) to various Ministries and 
Departments of the Government 
is required within 90 days from the 
end of each financial year. 

Audit requirements
The annual financial statements of 
all foreign invested entities, banks, 
credit institutions and development 
funds, financial institutions and 
insurance companies, listed 
companies, state-owned enterprises 
and category “A” projects must be 
audited once a year. The audit must 
be carried out by an independent 
auditing company and completed 
within 90 days from the end of 
the financial year. As above, this 
should be filed alongside the 
financial report with the applicable 
licensing body, Ministry of Finance, 
local tax authority, Department of 
Statistics and any other relevant 
local authorities. 

All auditing activities in Vietnam 
follow Vietnamese Standards on 
Auditing (VSAs) issued by the MoF 
and International Standards on 
Auditing (issued by IFAC) accepted 
in Vietnam. Currently, Vietnam has 
issued 37 auditing standards. 

Audit
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Foreign Direct Investment
Vietnam’s accession to the 
WTO in 2007 demonstrated 
the Vietnamese Government’s 
commitment to opening up the 
economy to foreign investment. 
Since then, the services market 
has been considerably liberalised, 
trade barriers have been reduced 
and there has been further impetus 
to the expansion of the country’s 
two-way international trade. The 
government has committed to a 
long-term development strategy 
to attract capital, advanced 
technology and management 
skills in order to effectively 
explore the country’s potential, 
increase savings and improve the 
population’s living standards.

Alongside Vietnam’s accession 
to the WTO, it has become a 
member of ASEAN and signed 
various agreements with 
international organisations and 
countries. Vietnam is also currently 
an official negotiating partner 
in the Trans-Pacific Partnership 
trade agreement.

Foreign investors are permitted 
to invest in most sectors of the 
economy, with a choice of business 
forms, location, investment partners 
and scale of projects. Foreign 
businesses are also now able to 
directly recruit employees and there 
are a number of incentive schemes 
available in industrial zones, export 
processing zones and hi-tech parks. 

Foreign-invested enterprises are 
permitted to:

• Exercise export and import 
rights (there are certain 
goods that required special 
business licenses)

• Exercise distribution rights

• Establish retail outlets 

• Engage in the trading of goods 

and related activities with an 
export processing enterprise

• Contribute capital to, or purchase 
shares in, Vietnamese enterprises 
that engage in the trading of 
goods and related activities

According to Vietnamese law, an 
enterprise licensed for distribution 
may set up one retail outlet with 
its initial business registration; 
further retail outlets are subject to 
an Economic Needs Test (ENT). 
An ENT considers the following 
criteria: existing service suppliers 
in the area, stability of the market 
and geographic state. An exemption 
from an ENT may be provided if: 
the area of the retail outlet is less 
than 500 metres squared, the 
retail outlet is located in an area 
planned for retail by the city and the 
construction of the infrastructure 
has been completed. The Economic 
Needs Test may be removed under 
certain trade agreements. 

The Vietnam Investment law 
provides a number of guarantees 
relating to foreign investors. These 
include a guarantee that there will be 
fair and equitable treatment among 
foreign organisations and individuals 
who have investment in Vietnam. 
Furthermore, foreign-invested 
capital and lawful assets will not 
be subject to nationalisation, 
expropriation or requisition. Foreign 
investors are allowed to remit 
investment capital and profits, loan 
principal and interest, and other legal 
proceeds and assets abroad. 

Expatriates working for businesses 
with foreign invested capital in 
Vietnam are allowed to remit their 
income abroad without additional 
taxes. According to the Law on 
Investment, foreign investors are 
protected from adverse impacts 
which may arise in circumstances 
due to changes in the law or 

Government policies. It is stipulated 
that if the changes cause 
disadvantages to the investors, 
the investors will still be entitled 
to the guaranteed incentives as 
stipulated in the original certificate of 
investment or be compensated by 
being entitled to compensatory tax 
exemptions, be permitted to amend 
its operations, or by other means 
of compensation. Moreover, if the 
changes create more favourable 
conditions to the investors, they will 
be entitled to the benefits stemming 
from such changes.

Land use
While foreign investment has largely 
been liberalised, the ownership of 
land is still highly restricted. This is 
principally because land, according 
to Socialist doctrine, belongs to the 
people and is administered by the 
State. As such, individuals or entities 
cannot own land. Rather, they can 
only be granted “Land Use Rights” 
by the State. 

Law on Land
The Land Law was passed in 1993 
has been amended a number of 
times thereafter. According to the 
Law, land users have the following 
key rights: 

• To be issued a land use 
right certificate

• To be entitled to benefits 
resulting from the use of land

• To transfer the right to use land

• To use as contributions to 
business ventures

• To receive compensation 
for expropriation

The State may grant land use rights 
for business or residential purposes 
with or without fees. Businesses 
may lease land for not more than 
50 years, and in exceptional cases 
70 years, with the approval of the 

Trade
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Prime Minister. Foreign developers 
of residential land can obtain a land 
lease for 70 years which can be 
extended for additional periods of 70 
years, without any obligation to pay 
additional rental fees. 

Land use by foreign invested 
enterprises 
Any foreigners who invest in 
Vietnam must comply with the Land 
Law and other relevant laws on land 
use and land management. 

Since the 2013 revised Land Law 
came into effect, foreign invested 
enterprises can obtain the same 
forms of Land Use Rights (LUR) 
as those to which the domestic 
enterprises are entitled, including 
allocation of LUR for the purpose of 
development of housing for sale and 
lease only. 

Furthermore, the 2014 Housing 
Law and 2014 Real Estate law 
gives foreign investors and entities 
increasing access to property and 
developing businesses in the real 
estate industry. Foreign companies 
and individuals are now allowed to 
buy and own houses. However, 
the period of ownership for foreign 
companies cannot exceed the 
time stated in their respective 
investment certificates. 

Leasing property 
There is no approval process for the 
leasing of property in Vietnam. Any 
foreign invested company can lease 
an office in a commercial building or 
sub-lease from another company. 

Land rents
Land rents in Vietnam are calculated 
based on land categories, price 
ranges, location multiples, 
infrastructure condition multiples 
and sector multiples. The land 
rent policy aims to improve 
the investment environment, 
encouraging investors to choose 
an appropriate form of land and to 
contribute to the development of the 

property market. It stipulates that 
the Provincial People’s Committees 
will fix land use charges, which 
must closely follow the actual 
costs of land use right transfers 
applied in the free market, in normal 
conditions. These charges are 
announced on 1 January each year. 

Government incentives
Since the 2014 investment law, 
domestic and foreign investors 
have been subject to a single 
investment incentives policy. Some 
of the incentives provided include: 
tax incentives, and incentives of 
land use. 

Tax incentives
Tax incentives are extensively 
outlined as part of the tax section. 
Highlights include corporate income 
tax exemption/reduction and 
preferential corporate income tax 
rate of 10 per cent. 

Land use incentives 
Foreign investors are given 
additional incentives to use land in 
industrial parks, hi-tech parks, and 
economic zones. In particular, they 
are entitled to:

• Assign the right to use the leased 
or sub-leased land including 
assets owned and attached to the 
land

• Make capital contributions using 
the leased or sub-leased land in 
order to engage in a business 
co-operation with a foreign 
organisation during the term of 
the land lease

• Use land use rights and properties 
attached to the land to secure 
loans with credit institutions 
in Vietnam

Imports
Since its accession to the WTO and 
its enactment of a number of trade 
agreements, import restrictions 
have relaxed considerably. However, 
importers must still pay duties on 
any goods imported, providing 

there are no exemptions available. 
Vietnam’s free trade agreements 
have evolved to not only cover the 
movement of goods, but also trade 
in services, investments and other 
trade-related aspects. 

Import restrictions
While trade barriers have been 
reduced, there are still a number 
of import restrictions in place for 
certain categories of goods. The 
Government and Ministry of Trade 
identify the following items as 
banned from importation:

• Weapons, ammunition, explosives 
and technical military equipment

• Firecrackers

• Second-hand consumer 
commodities (eg textile and 
garments, electronics, cooling 
appliance, home appliances)

• Documents banned from 
circulation and dissemination 
in Vietnam

• Right-hand drive vehicles

• Second-hand vehicles

• Residues, waste, cooling 
equipment using C.F.C

• Products, materials 
containing asbestos

• Poisons

• Cultural publications

• Chemical

• Pesticides

Certain categories of goods will 
also require a license to be obtained 
before they can be imported into 
the country.
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Capital markets
The Vietnamese securities market is 
regulated by the Ministry of Finance 
and monitored by its dependent 
agent - the State Securities 
Commission. There are two stock 
exchanges in the market: the Ho Chi 
Minh City Stock Exchange (HOSE) 
and the Hanoi Stock Exchange 
(HNX). Vietnamese law recognises 
the following types of securities: 
shares, bonds, fund certificates 
and derivatives.

The market for unlisted public 
companies, UPCoM which was 
established in June 2009, aims 
to narrow transactions on the 
free market, improve information 
transparency of companies and 
reduce risks for investors.

Under the current regulations, 
foreign investors may hold up to 
49 per cent of the charter capital of 
a listed company. An exception to 
this is the banking industry, where 
foreign investors may not hold 
more than a total of 30 per cent of 
the shares of a bank and no single 
foreign investor may hold more 
than 15 per cent (or 20 per cent 
with Prime Minister’s approval) of 
total shares. The holding of fixed 
income securities is not subject to 
any restriction. 

All securities transactions in Vietnam 
must be conducted in Vietnamese 
Dong. In order to sell and buy 
securities of listed enterprises, 
foreign investors must trade through 
a special Vietnam Dong indirect 
investment account opened at an 
authorised bank in Vietnam.

Banking system
The State Bank of Vietnam 
(SBV) is the central bank of the 
Socialist Republic of Vietnam 
and a ministerial-level agency of 
the Government. The State Bank 
performs the state management 

of monetary, banking and 
foreign exchange operations 
and performs the function of a 
central bank in issuing money, a 
bank of credit institutions and a 
provider of monetary services for 
the Government.

Vietnam’s credit institutions 
comprise state-owned commercial 
banks (SOCBs), joint-stock 
commercial banks, joint-venture 
banks, 100 per cent foreign-owned 
banks, branches of foreign banks, 
credit cooperatives, finance leasing 
companies and finance companies. 

Four SOCBs dominate the domestic 
banking sector; the Joint Stock 
Bank for Foreign Trade of Vietnam 
(Vietcombank); the Vietnam Joint 
Stock Commercial Bank for Industry 
and Trade (Vietinbank); the Bank for 
Investment and Development of 
Vietnam (BIDV); and the Vietnam 
Bank for Agriculture and Rural 
Development (Agribank). 

Over the last few decades, foreign 
banks have expanded their presence 
in Vietnam. There are more than 
50 foreign bank branches; five 
joint-venture banks, and five 100 
per cent foreign-owned banks in 
accordance with Vietnam’s WTO 
commitments. 

Current legislation states that the 
total foreign share holdings in local 
Vietnamese banks must not exceed 
30 per cent. Within this limit the 
maximum shareholding permitted 
to a foreign bank as a strategic 
partner is 15 per cent (which can 
be increased to 20 per cent with 
the approval of the Prime Minister); 
while a non-bank investor that is 
not a strategic investor can own 
five per cent. 

While the banking industry 
developed rapidly, Vietnam is still a 
largely cash-based society. 

All securities 
transactions 
in Vietnam  
must be 
conducted in 
Vietnamese 
Dong.

Finance
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Between January 2012 and March 
2015, the State Bank of Vietnam 
(SBV) gave the green light for four 
mergers and two acquisitions 
among weaker domestic banks with 
the price of Zero.

Legal treatment
Under the current regulations, 
credit institutions are permitted to 
provide a wide range of products 
and services from traditional banking 
to fund management or securities 
services subject to the scope 
of licenses of credit institutions. 
In practice, due to licensing 
restrictions, the non-traditional 
banking services are generally 
provided by banks through separate 
legal entities.

In accordance with Vietnam’s 
commitments to the WTO, the 
government has committed to 
providing a level playing field 
for both domestic and foreign 
credit institutions. 

Banking services to foreigners
Generally, foreigners are entitled to 
open accounts in Vietnamese Dong 
and some other foreign currencies 
for permitted transactions. For 
indirect investors, they are required 
to open foreign indirect investment 
accounts to conduct indirect 
investment in Vietnam.

Insurance industry 
Vietnam’s liberalisation policy 
in the early 1990s opened the 

insurance industry up to foreign 
investment. Previously, the market 
was dominated by state-owned 
enterprises. Foreign invested 
enterprises can now operate 
insurance businesses as 100 per 
cent foreign-owned enterprises, 
joint ventures with local partners, 
branches or representative offices. 
If investors choose a 100 per cent 
foreign owned or joint venue form, 
they must set these up as limited 
liability companies. 

The insurance industry has grown 
extensively over the past decade; 
with average life and non-life 
premiums growing at a CAGR 
of 13.7 per cent. Nevertheless, 
insurance penetration is still at a 
relatively low level in the country. 
As at July 2015, there were 
61 insurance companies (both 
domestic and foreign-invested 
enterprises) operating in Vietnam. 
Among these, there were: 29 
non-life insurers, 17 life insurers, 
12 insurance brokers, two 
re-insurance companies and one 
branch of a foreign non-life insurer.

The insurance market is highly 
regulated in Vietnam. Insurance 
companies are supervised by the 
Insurance Supervisory Authority, 
a subordinate body within the 
Ministry of Finance, under a number 
of laws, including the Law on 
Insurance Business of 2000 and its 
amendment in 2010. 

Investment management 
industry
The Vietnamese asset management 
industry is relatively immature; 
industry penetration is low, with less 
than five per cent of the population 
owning any investments other than 
real estate, gold and cash. 

Nevertheless, the asset 
management industry is performing 
well. This has been partly driven 
by the country’s low PE ratio; 
Vietnam’s stock market is one 
of the cheapest in Asia with VN 
Index being traded at 13.61x P/E, 
which is far below Indonesia’s, the 
Philippines’, India’s and Thailand’s 
PE ratios. Furthermore, dividend 
yield and ROE at 4.9 per cent and 
24.9 per cent, respectively, were the 
highest in the Southeast Asia region 
at the time of writing. Currently, 
over 40 asset managers operate 
in the country; offering public 
mutual funds and privately offered 
‘member funds’. 

The industry is regulated by the 
States Securities Commission, 
which supervises the securities 
market, provides licenses to 
market participants and regulates 
the market’s activities. The 
State Bank of Vietnam also has 
a role in regulating bank wealth 
management products. 
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The overall quality and reliability of 
infrastructure is a critical factor for 
businesses across all sectors.

Over the last decade, Vietnam’s 
Information and Communication 
Technology (ICT) sector has been 
developing rapidly. Furthermore, the 
Vietnamese Government provides 
a number of incentives for investors 
to help foster further growth and 
development. Key features of 
Vietnam’s ICT infrastructure include:

• Average internet speed: 2.7 Mbps

• 39.8 million active internet users

• 9.289 million telephone lines 

• 123.8 million mobile phone 
subscriptions 

• In the World Economic Forum 
Global Information Technology 
Report 2015, Vietnam was rated 
85/143 for network readiness1 

Vietnam’s transportation 
infrastructure is generally 
perceived as weak, with rapid 
economic growth demanding 
constant improvement on the 
underinvested sector. Furthermore, 
many Vietnamese still live in 
remote and rural areas, with little 
access to services and markets. 
Despite initiating a number of 
improvement programmes, in May 
2014, the Ministry of Planning and 
Investment stated that the country 
would require USD500 billion for 
its infrastructure development in 
the next 10 years. Furthermore, a 
World Bank report has stated that 
Vietnam lacks the domestic funding 
to implement its infrastructure 
development plans, and must 
therefore raise funding from 
private investors. 

Vietnam’s transportation 
infrastructure includes:

• 195,468 km of roadways 

• 3,260 km of railway network, of 
which 60 per cent 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 Hanoi to Ho Chi Minh City 
including Reunification Express 
train with stops in Vinh, Hue, Da 
Nang, and Nha Trang

• National railway company 
Vietnam Railways has proposed a 
high-speed rail link between Hanoi 
and Ho Chi Minh City, capable of 
running at speeds of 300 km/h 
(186 mph)

• 38 civil airports, including three 
international gateways: Noi Bai 
serving Hanoi, Da Nang serving 
Da Nang City, and Tan Son Nhat 
serving Ho Chi Minh City

• Over 100 sea ports comprising a 
vital component of Vietnam sea 
transport in both domestic and 
international trade: The major 
ports are located in Hai Phong,  
Da Nang and Ho Chi Minh City

1   The Global Information Technology Report 
2015, World Economic Forum

Infrastructure
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