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Preface
In a tough global economy, major foreign investors continue to prioritize their 
investments into Vietnam. Coca-Cola, for example, has said that it plans to invest 
US$200 million in Vietnam by 2013, adding to its US$280 million investment over 
the past ten years. German-based Bosch Group announced it will double investment 
in its auto components plant in the southern province of Dong Nai (from US$73 
million to US$132.6 million) by 2015. In addition, Italy-based scooter manufacturer, 
Piaggio, just opened its second manufacturing plant with a production target of 
300,000 scooters per year by 2013 to be sold in the Southeast Asian market. Many 
SMEs are following in step, acting on the business potential that Vietnam holds for 
companies of all sizes and a variety of industries.

Nonetheless, research shows that the challenge of conducting business in Vietnam 
is not currently improving. For example, Vietnam ranks 98 over 183 countries in the 
World Bank’s “Doing Business 2012” overall ranking, down 8 positions from its 2011 
ranking. Moreover, when ranked by topic: 

• For “Paying taxes”  Vietnam is down 22 positions year-on-year to a staggering 151, 
• “Protecting investors” ranks even lower at 166 (up 6 positions year-on-year), 
• “Starting business” is ranked only at 103 (down 3 positions year-on-year), while
• “Resolving insolvency” ranks at 142 (down 13 positions year-on-year).

This publication, designed to introduce the fundamentals of investing in Vietnam, 
was compiled by Dezan Shira & Associates, a specialist foreign direct investment 
practice, providing corporate establishment, business advisory, tax advisory and 
compliance, accounting, payroll, due diligence and financial review services to 
multinationals investing in emerging Asia. 

Since its establishment in 1992, the firm has grown into one of Asia’s most versatile 
full-service consultancies with operational offices across China, Hong Kong, India, 
Singapore and Vietnam as well as liaison offices in Italy and the United States. Dezan 
Shira & Associates’ experienced business professionals are committed to improving 
the understanding and transparency of investing in emerging Asia.

Contact Dezan Shira & Associates
vietnam@dezshira.com
www.dezshira.com

Alberto Vettoretti
Managing Partner

Hoang Thu Huyen
Manager, Hanoi Office
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What	are	my	options	for	investment?
There are two main types of vehicles for foreign investment in Vietnam:
 
• 100 percent foreign-owned enterprises; and
• Joint venture enterprises (JVEs). 

100 percent foreign-owned enterprises (FOEs) can be established by one or more 
foreign investors, under the form of either a limited liability company (LLC) or a 
joint-stock company (JSC). Joint venture enterprises (JVEs) can be established as an 
LLC, a JSC, or a partnership company, and profits and risks in a JVE are distributed 
among the parties in proportion to their contributions to the charter capital. Other 
options for doing business in Vietnam include representative offices and branch 
offices, in addition to a number of business contract forms.

In this section, we discuss:

a. Limited liability companies
b. Joint-stock companies
c. Partnership companies 
d. Representative offices 
e. Branch offices 
f. Other investment options
 

a. Limited Liability Companies
100 percent FOEs and JVEs can be established as limited liability companies (LLC). 
In an LLC, members are only liable for the debts of the partnership to the extent of 
the capital contribution they have poured into the company. 

There is usually no minimum capital requirement for foreign investors that intend 
to establish an LLC in Vietnam, although authorities will expect the investor to 
commit a reasonable amount of charter capital according to the scale and business 
scope of the project. 

An LLC can consist of a single member or multiple members, but the total number 
of members cannot exceed 50. Investors can be corporations or individuals. 

An LLC cannot issue shares.

“There is usually no 
minimum capital requirement 
for foreign investors that 
intend to establish an LLC in 
Vietnam.”
Alberto Vettoretti
Managing Partner
Dezan Shira & Associates
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b. Joint-stock Companies
FOEs and JVEs can also be established as joint-stock companies (JSC). A JSC can 
issue securities and bonds, so investors will often choose this form if they plan to 
go public in the future. 

The JSC’s charter capital is composed of shares belonging to founding shareholders 
in proportion to the capital they have subscribed. There is no minimum requirement 
for the capital contributions of the foreign investors. 

A JSC is required to have at least three shareholders. There is no limitation on the 
maximum number of shareholders, nor on their nature – they can be individuals 
or institutions, Vietnamese or foreigners. 

c. Partnership Companies
A partnership company is a legal entity established by at least two individuals who 
are the members of the partnership and co-owners of the enterprise. They are the 
General Partners and are liable for all obligations of the partnership without limit. 

In addition, a partnership company can consist of limited liability members 
(individuals or organizations) who only contribute part of the capital and have 
limited liability and rights in the operation of the company. 

d. Representative Offices
In contrast to JV and 100 percent FOEs, a representative office (RO) is not a legal 
entity and is forbidden from conducting any revenue-generating activities. Rather, 
ROs are permitted to conduct market research, serve as a liaison with an overseas 
parent company and/or serve other supporting roles such as ensuring quality 
control, acting as a product showroom and helping to facilitate the execution of 
the contracts of the parent company. 

ROs are not subject to tax in Vietnam. Unlike in certain other Asian countries, ROs 
are permitted to hire staff directly.

Vietnam vs. China Part I: 
Representative Offices
July 30, 2012
Vietnam Briefing News 
http://bit.ly/PbeJzb

http://www.vietnam-briefing.com/news/vietnam-china-part-representative-offices.html/
http://www.vietnam-briefing.com/news/vietnam-china-part-representative-offices.html/
http://www.vietnam-briefing.com/news/vietnam-china-part-representative-offices.html/
http://www.vietnam-briefing.com/news/vietnam-china-part-representative-offices.html/
http://www.vietnam-briefing.com/news/vietnam-china-part-representative-offices.html/
http://www.vietnam-briefing.com/news/vietnam-china-part-representative-offices.html/
http://www.vietnam-briefing.com/news/vietnam-china-part-representative-offices.html/
http://www.vietnam-briefing.com/news/vietnam-china-part-representative-offices.html/
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e. Branch Office 
A branch office is the subsidiary of a parent company and does not constitute a 
separate legal entity according to Vietnamese law. Unlike the representative office, a 
branch office is entitled to conduct business activities in Vietnam within the parent 
company’s business scope. 

To set up a branch, a parent company must have conducted business in its home 
country for at least five years. 

f. Other Investment Options
Other investment options include a number of business contract forms such as 
BCCs, BOTs, BTOs, and BTs.

A business cooperation contract (BCC) is typically signed between a foreign investor 
and a local company or the Vietnam government with the objective of jointly 
conducting business operations in Vietnam. BCCs are based on sharing allocation 
of responsibilities, as well as sharing profits or losses without creating or forming 
a legal entity in Vietnam.

Build-operate-transfer contracts (BOT), build-transfer-operate contracts (BTO) and 
build-transfer contracts (BT) are specific projects carried out by foreign investors and 
an authorized government agency.  These additional investment vehicles have been 
introduced in Vietnam to entice international capital into the infrastructure sector. 
Business scopes can range from traffic, electricity, production and business, water 
supply or drainage, waste treatment and other conditional or restricted sectors as 
stipulated by the Prime Minister. 

The difference between these contract types is at what point the title of the project 
is transferred to the government, namely after the investor operates the project, 
before the investor operates the project or immediately following completion (in 
which case the investor does not operate the project and is compensated for capital 
investment in other ways).

To discover more about set-up process, key 
positions or intellectual property, scan this 
QR code with your smart phone to visit:
www.dezshira.com/businessadvisory.html

http://www.dezshira.com/businessadvisory.html
http://www.dezshira.com/businessadvisory.html
http://www.dezshira.com/businessadvisory.html
http://www.dezshira.com/businessadvisory.html
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Common Purpose(s), Pros and Cons by FIE Structure Type
FIE Structure Type Common Purpose(s) Pros Cons

Limited Liability 
Company

Separate legal entity Liability limited to capital 
contribution
No restrictions on the scope 
of business

Cannot issue shares
Maximum 50 shareholders

Joint-stock Company Separate legal entity Liability limited to capital 
contribution
No restrictions on the scope 
of business
Can issue shares and go 
public
No limitation on the 
maximum number of 
shareholders

Three or more shareholders required
Supervisory Board required for most 
joint stock companies, depending 
upon the number and type of 
investors

Partnership Company “Half-separate” legal entity
Generally used for professional 
services offered by individuals 
(e.g.: architects)

One of the partners can be 
excluded from unlimited 
liability 

Requires at least two General Partners, 
individually liable for the partnership 
debts without limit

Representative Office Non-separate legal entity
Market research activities, 
liaison with overseas parent 
company, supporting 
activities

Easy registration procedure Cannot conduct profit-making 
activities
Parent company bears liability

Branch Office Non-separate legal entity
Commercial activities within 
the parent company’s scope

Can carry out commercial 
activities within the parent 
company’s scope

Business scope limited to that of the 
overseas parent company 
Parent company bears liability 
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How	do	I	establish	my	company?
When establishing a company in Vietnam , seek assistance to guide you through the 
complex setup process and to help you understand the roles and responsibilities 
of key positions. This can help set the company up for success.

Here, we discuss:

a. Set-up Process
b. Key Positions in Foreign-invested Entities
c. Intellectual Property

a. Set-up Process
The first step in setting up a business in Vietnam is acquiring an Investment 
Certificate (IC), also known as a Business Registration Certificate. The time period 
required to acquire an IC varies by industry and entity type, as these determine the 
registrations and evaluations required: 

• For projects that require registration, IC issuance takes about 15 working days.
• For projects subject to evaluation, IC issuance time is likely to vary. Projects not 

requiring the Prime Minister’s approval take 20 to 25 working days, while projects 
that do need such approval take approximately 37 working days.

In the IC application process, note that under Vietnamese law, all documents issued 
by foreign governments and organizations need to be notarized, consular legalized 
and translated into Vietnamese by competent authorities. Once the IC has been 
issued, additional steps have to be taken to complete the procedure and start 
business operations, including:

• Seal carving; 
• Tax code registration (within ten working days of the issuance of the IC); 
• Bank account opening; 
• Labor registration; 
• Business license tax payment; 
• Charter capital* contribution; and 
• Public announcement of company establishment. 

*Charter capital is the amount that shareholders contribute within a prescribed 
time limit, as stated in the company articles of association. 

“The first step in setting 
up a business in Vietnam 
is acquiring an Investment 
Certificate (IC), also known 
as a Business Registration 
Certificate.”
Hoang Thu Huyen
Manager
Dezan Shira & Associates, Hanoi Office
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Charter capital can be used as working capital to operate the company. It can 
constitute 100 percent of the total investment capital of the company, or be 
combined with loan capital to form the total investment capital of the company. 
Both charter capital and the total investment capital (which also includes 
shareholders’ loans or third-party finance), along with the company charter, must 
be registered with the license-issuing authority of Vietnam. Investors cannot 
increase or decrease the charter capital amount without prior approval from the 
local licensing authority.

Capital contribution schedules are set out in FIE charters (articles of association), 
joint venture contracts and/or business cooperation contracts, in addition to the 
FIE’s investment certificate. Members and owners of LLCs must contribute charter 
capital within 36 months of the date of IC issuance. 

To transfer capital into Vietnam, after setting up the FIE, foreign investors must open 
a capital bank account in a legally licensed bank. A capital bank account is a special 
purpose foreign currency account designed to enable tracking of the movement 
of capital flows in and out of the country. The account also allows money to be 
transferred to current accounts in order to make in-country payments and other 
current transactions. 

b. Key Positions in Foreign-invested Entities
The key positions in foreign-invested entities vary by entity type. Here, we’ll discuss 
the management structure of an LLC.

The management structure of a multiple-shareholder LLC consists of:

•  The Member’s Council and its Chairman; 
•  The General Director; 
•  The Board of Supervision (when the LLC has more than ten members).

The Member’s Council is the highest decision-making body of the company and 
serves a management role under its Chairman. In an LLC with multiple owners, 
each member participates in the Member’s Council, and where the owner is an 
entity, that entity can appoint representatives to serve on the Member’s Council.

The Member’s Council convenes at least once a year, and the Chairman or a 
shareholder holding at least 25 percent of the share capital can request a meeting 
at any time. The Chairman is responsible for preparing meeting agendas, convening 
meetings and signing documents on behalf of the Member’s Council. 

Doing Business in Vietnam
Released March, 2012
Vietnam Briefing book 
www.asiabriefingmedia.com/store

http://www.asiabriefingmedia.com/store
http://www.asiabriefingmedia.com/store
http://www.asiabriefingmedia.com/store
http://www.asiabriefingmedia.com/store
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The General Director oversees the daily business of the company and implements 
resolutions of the Member’s Council. 

A Board of Supervision is mandatory if an LLC has more than ten members. The 
formation, operation, powers and functions of the Board of Supervision are not 
stipulated in law, but are prescribed in the company’s charter (articles of association).

c. Intellectual Property
Vietnam’s National Assembly passed the Law on Intellectual Property Rights (IPRs) 
in 2005, which was amended and supplemented in 2009. 

In September 2010, in an effort to strengthen the protection of IPRs after entering 
into the Bilateral Trade Agreement (BTA) with the U.S. and participation in the World 
Trade Organization (WTO), the government issued stricter administrative sanctions 
for violations of industrial property rights, along with some important changes to 
IPR regulations in Vietnam. 

Aside from local IPR legislation, Vietnam also participates in international IPR 
conventions such as the Paris Convention for the Protection of Industrial Property, 
the Berne Convention for the Protection of Literary and Artistic Works, the Rome 
Convention, Trade-Related Aspects of Intellectual Property Rights (TRIPS) agreement, 
and the Madrid Protocol. 

The National Office of Intellectual Property of Vietnam (NOIP) is an agency under 
the Ministry of Science and Technology and assumes the functions of exercising 
state management and providing services in the field of intellectual property. This 
includes administrating the registration of industrial designs, trademarks, brand 
names and other industrial property rights and conducting legal appraisals to settle 
intellectual property disputes.

A Board of Supervision is 
mandatory if an LLC has more 
than ten members. 
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What	are	Vietnam’s	major	taxes?
All taxes in Vietnam are imposed at the national level, i.e. there are no local, 
state or provincial taxes. Enterprises should pay tax in localities where they are 
headquartered. 

Most companies and foreign investors in Vietnam are subject to the following 
major taxes:

a. Business license tax
b. Corporate income tax
c. Value-added tax
d. Special consumption tax
e. Foreign contractor tax
f. Customs duties

Personal income tax is covered in the Human Resources and Payroll section.

Major Tax Rates

25% 

0% 

0% 5% 10% 15% 20% 25% 30% 35% 40% 45% 

Corporate income tax  

Value-added tax 

Standard tax on dividends
(Non-resident co.) 

0% 10% 

Many foreign companies 
underestimate the importance 
of the initial tax declaration 
with the local tax department. 
The documentation submitted 
can significantly affect tax 
settlement and tax refunds 
later.

Foreign investors in Vietnam can increase tax efficiency with Double Taxation 
Avoidance Agreements (DTAAs) between Vietnam and other countries As of 
February 2012, Vietnam has signed DTAAs with over 60 countries and territories 
including France, China, Italy, Germany, Singapore and Hong Kong. 
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a. Business License Tax
Business license tax (BLT) is an indirect tax imposed on entities conducting business 
activities in Vietnam, paid by enterprises annually for each calendar year that they 
do business in Vietnam. All companies, organizations or individuals (including 
branches, shops and factories) and foreign investors operating businesses in 
Vietnam are subject to BLT. 

The amount of BLT due is based on the amount of charter capital, as shown in 
the accompanying table. For state-owned enterprises, limited liability companies 
(LLCs) and joint stock companies (JSCs), the registered capital is the charter capital.

BLT rates are different for economic entities and for households/individuals doing 
business. For the latter, the BLT amount depends on monthly income.

Business License Tax (BLT) Rates 
for Economic Entities

Registered capital 
(billion VND)

BLT/year
(VND)

Over 10 3,000,000
From 5 to 10 2,000,000
From 2 to under 5 1,500,000
Under 2 1,000,000

Business License Tax (BLT) Rates 
for Households and Individuals

Monthly income
(VND)

BLT/year
(VND)

Over 1,500,000 1,000,000
Over 1,000,000 to 1,500,000 750,000
Over 750,000 to 1,000,000 500,000
Over 500,000 to 750,000 300,000
Over 300,000 to 500,000 100,000
300,000 or less 50,000

To discover more about taxes, scan this QR 
code with your smart phone to visit: 
www.dezshira.com/turn-key-
accounting-tax-reporting.html

www.dezshira.com/turn-key-accounting-tax-reporting.html
www.dezshira.com/turn-key-accounting-tax-reporting.html
www.dezshira.com/turn-key-accounting-tax-reporting.html
www.dezshira.com/turn-key-accounting-tax-reporting.html
www.dezshira.com/turn-key-accounting-tax-reporting.html
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b. Corporate Income Tax
The Corporate Income Tax (CIT) Law was approved by the National Assembly in 
2008 and came into effect in 2009. CIT is a direct tax levied on the profits (gross 
revenue minus expenses) earned by companies or organizations. 

The standard CIT rate is 25 percent for both domestic and foreign-invested 
enterprises in most industries. All income arising inside Vietnam is subject to CIT, 
no matter whether a foreign enterprise has a Vietnam-based subsidiary or whether 
that subsidiary is considered a Permanent Establishment (PE). 

When calculating CIT, FIEs can deduct most expenses paid for production and 
business activities if supported by adequate lawful invoices and documents. 
Business establishments that suffer losses after tax finalization are entitled to carry 
forward those losses to future taxable income for a maximum period of five years.

An enterprise that conducts multiple business activities that are subject to different 
tax rates should calculate the income for each activity separately, multiplying income 
from each activity by the corresponding tax rate. 

Corporate income tax incentives apply to investment projects in specific sectors 
and areas with difficult socioeconomic conditions, as well as those in high-tech 
zones and economic zones. 
 
For example, preferential tax policies in 2012 include a 30 percent reduction in the 
enterprise income tax payable for the following enterprises:

• Small and medium-sized enterprises (SMEs), excluding SMEs undertaking business 
in lottery, real estate, securities, finance, banking, insurance or goods production, 
or providing services subject to special consumption tax

• First-class enterprises, special-class enterprises belonging to economic 
corporations and general companies

• Labor-intensive enterprises that produce, process and treat: agricultural products, 
forestry products, aquaculture products, textiles and garments, leather and 
footwear, and electronic components;

• Enterprises building socio-economic infrastructural constructions

In addition to tax incentives, tax reductions may be available for enterprises 
engaging in manufacturing, construction and transportation activities which 
employ numerous female staff or ethnic minorities.

All income arising inside 
Vietnam is subject to CIT, no 
matter whether a foreign 
enterprise has a Vietnam-
based subsidiary or whether 
that subsidiary is considered a 
Permanent Establishment (PE). 
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c. Value-added Tax
Value-added tax (VAT) is imposed on the supply of goods and services at three 
different rates: 0 percent, 5 percent and 10 percent (the standard rate).

Goods and services encouraged by the government are exempt from VAT. These 
include agricultural products, healthcare services and scientific activities, derivative 
financial and credit services, securities trading, insurance services, education and 
vocational training, printing and publishing newspapers. 

All organizations and individuals producing and trading goods and services in 
Vietnam are liable to pay VAT, regardless of whether the organization has a Vietnam-
based establishment.
 
There are two different methods of calculating value-added tax: the credit method 
(also called the “deduction method”) and the direct method. 

Most businesses are required to use the credit method, which applies to foreign-
invested enterprises, foreign parties to business cooperation contracts and business 
organizations established under the Vietnamese Law on Enterprises. 

Credit Method (Deduction Method)
Payable VAT amount = Output VAT amount – Creditable input VAT amount

VAT Rates
Rate Applicability

0 % Goods and services for export or sold to non-tariff zones
5 % 15 categories of goods and services such as: 

• Fertilizers; 
• Medical equipment and instruments; 
• Scientific and technological services; 
• Cultural, exhibition, physical training and sports activities; 

10 % Everything else

Foreigners Eligible for VAT Refund 
When Leaving Vietnam
April 30, 2012
Vietnam Briefing News 
http://bit.ly/IzJZLY

http://www.vietnam-briefing.com/news/foreigners-eligible-vat-refund-leaving-vietnam.html/
http://www.vietnam-briefing.com/news/foreigners-eligible-vat-refund-leaving-vietnam.html/
http://www.vietnam-briefing.com/news/foreigners-eligible-vat-refund-leaving-vietnam.html/
http://www.vietnam-briefing.com/news/foreigners-eligible-vat-refund-leaving-vietnam.html/
http://www.vietnam-briefing.com/news/foreigners-eligible-vat-refund-leaving-vietnam.html/
http://www.vietnam-briefing.com/news/foreigners-eligible-vat-refund-leaving-vietnam.html/
http://www.vietnam-briefing.com/news/foreigners-eligible-vat-refund-leaving-vietnam.html/
http://www.vietnam-briefing.com/news/foreigners-eligible-vat-refund-leaving-vietnam.html/
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Under the credit method, payment and declaration of VAT is made on a monthly 
basis, where the taxpayer subtracts the input VAT from the output VAT, and pays 
or claims the balance to the relevant bodies. As the situation is normalized every 
month, no annual VAT finalization is required at the end of the year. 

The direct method applies to business establishments and foreign organizations 
or individuals without resident offices and which have not implemented the 
Vietnamese Accounting System, but generate income in Vietnam, along with those 
in specific industries (such as gold, silver and gem trading activities). 

Direct Method
Payable VAT amount = Added value of sold goods or services * VAT rate

                 Where:

Added value of sold goods or services = 
Selling price – Purchasing price of said goods or services

According to this method, VAT depends on total revenues. As such, the monthly 
payments are just provisional and the total amount of VAT may be different at 
the end of the year. Therefore, when using the direct method of calculation, tax 
finalization procedures must be done within three months following the end of 
the year. 

For goods and services purchased from abroad, VAT applies to the duty paid value 
(the sum of the value and the duty paid) of imported goods and services. The 
importer must pay VAT at the same time that they pay import duties to customs. 

For some categories of goods and services that are subject to Special Consumption 
Tax, VAT applies to selling price plus Special Consumption Tax. 

@DezanShira 
Stay up to date on VAT and other regulatory and 
legal updates.

https://twitter.com/DezanShira
https://twitter.com/DezanShira
https://twitter.com/DezanShira
https://twitter.com/DezanShira
https://twitter.com/DezanShira
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d. Special Consumption Tax
Special consumption tax (SCT) is a form of excise tax that applies to the production 
or importation of 11 categories of products and 6 types of services which are 
considered to be luxurious or non-essential. 

SCT is levied on each item of goods only once. Generally, goods and services 
subject to the SCT are also subject to VAT. The basis of VAT calculation is selling 
price plus SCT. For imported products, VAT is imposed on the dutiable value plus 
import duties plus SCT.

SCT refunds are available for exported goods upon request of taxpayers in certain 
cases, such as goods temporarily imported for re-export. In case items subject 
to SCT are produced from materials for which the SCT was already paid, the SCT 
already paid will be deducted.

e. Foreign Contractor Tax
Usually, foreign contractors are the winners of auctions/bid offerings organized by 
the Vietnamese government or organizations and may be principal contractors, 
general contractors, partnership contractors or subcontractors. 

Foreign contractors in Vietnam are liable to pay the same tax rates applicable to 
local companies, including import-export duties, personal income tax and other 
taxes required by authorities. 

The calculation of corporate income tax (CIT) and value-added tax (VAT) for foreign 
contractors can be done via the deduction method if the foreign contractor:

• Has a permanent establishment or resident status in Vietnam;
• Conducts business in Vietnam under a contractor or sub-contractor contract for 

a duration of 183 days or more from the effective date of the contract; and
• Applies the Vietnamese Accounting System.

Otherwise, a rate fixing method should be used.

Special Consumption Tax (SCT) 
is levied on the production and 
importation of 11 categories 
of products and 6 types of 
services which are considered 
to be luxurious or non-
essential.
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f. Customs Duties
Most goods exported or imported across the borders of Vietnam, or which pass 
between the domestic market and a non-tariff zone are subject to export or import 
duties. Exceptions to this include goods in transit, goods exported abroad from a 
non-tariff zone, goods which are imported from abroad into a non-tariff zone and 
only used within that non-tariff zone, and goods passing from one non-tariff zone 
to another.

The payable import tax or export tax amount shall be equal to the unit volume 
of each actually imported or exported goods item inscribed in the customs 
declarations multiplied by the tax calculation price and the tax rate of each item 
stated in the tariff at the time of tax calculation.

Most goods and services being exported are exempt from tax. Export duties 
(ranging from 0 percent - 45 percent and computed on free-on-board (FOB) price) 
are only charged on a few items, basically natural resources such as minerals, forest 
products and scrap metal. 

Consumer goods, especially luxury goods, are subject to high import duties, while 
machinery, equipment, materials and supplies needed for production, especially 
those items which are not produced domestically, enjoy lower rates of import 
duties, or even a 0 percent tax rate. Duty rates for imported goods shall include 
preferential rates, special preferential rates and standard rates depending on the 
origin of the goods.

Import and export duties declaration are required upon registration of customs 
declarations with customs offices. 

Export duties must be paid within 30 days of registration of customs declarations. 
For imported goods, import duties must be paid before receipt of consumer goods, 
specifically:

• For importing supplies and raw materials for the production of exported goods, 
within 275 days; and

• For temporary import for re-export of goods temporarily imported for re-export, 
within 15 days.

Most goods and services being 
exported are exempt from tax. 
Export duties (ranging from 
0 percent - 45 percent and 
computed on free-on-board 
(FOB) price) are only charged 
on a few items.
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“Fulfilling Vietnam 
Accounting Standards (VAS)
requirements is a challenging 
task, especially for foreign 
small and medium-sized 
enterprises working with 
limited resources.”
Hoang Bich Lien
Corporate Accounting Services
Dezan Shira & Associates, Hanoi Office

What	are	some	of	the	key	compliance	
requirements?
There are a number of legally mandated requirements with which FIEs in Vietnam 
must comply, failure of which will jeopardize the ability of the FIE to continue 
operating in Vietnam. These procedures and requirements may be different 
from what the FIEs are accustomed to in their home countries. Investors should 
therefore be sure to familiarize themselves with these requirements as well as to 
seek professional advice.

In this section, we discuss:

a. Accounting and bookkeeping
b. Annual compliance

 

a. Accounting and Bookkeeping
Local and foreign-invested companies doing business in the country are required 
by law to comply with Vietnam Accounting Standards (VAS) when recording their 
financial transactions. 

Foreign companies may choose to manage two accounting records; one based on 
the VAS and another compiled specifically for the overseas head office. In practice, 
many foreign companies maintain an accounting system according to VAS and 
only convert financial statements into IFRS on a quarterly basis for foreign parent 
company reference.

In a nutshell, the VAS requires that accounting records: 

• Are in the Vietnamese language;
• Use VND as the accounting currency; 
• Comply with the Vietnam chart of accounts; 
• Include numerous reports specified by VAS regulations, printed on a monthly 

basis and signed by the General Director and affixed with the company seal.

Foreign companies wanting to use another currency for their financial records need 
to submit an application to the local managing tax office. This accounting currency 
unit must be one that is mainly used for the foreign company’s banking transactions, 
services and selling price quotations. The same foreign currency can also be used 
to account for revenues, employee salaries and payment of material costs.



An Introduction to Doing Business in Vietnam - 21

An accounting period in Vietnam is generally determined according to the calendar 
year, i.e. January 1 to December 31.  However, 12 month periods beginning the first 
day of each quarter, e.g. April 1 to March 31 of the following year; July 1 to June 30 
of the following year; or October 1 to September 30 of the following year, can also 
be adopted after registering with the Tax Department. 

Companies are advised to double check their accounting system, taking care to 
spot possible VAS non-compliance issues. There have been recent reports that 
some provincial tax authorities cite VAS non-compliance as a basis for collecting 
additional tax and recovering paid VAT refunds. In addition, tax authorities can 
penalize companies for VAS non-compliance through the disallowance of input 
VAT credits and withdrawal of CIT incentives. 

b. Annual Compliance
Prior to transferring profits, foreign companies must fulfil certain annual compliance 
requirements, involving a statutory audit, audited financial statements and tax 
finalization filings. These procedures are not only required by law, but are also a 
good opportunity to conduct an internal financial health check. 

All foreign-invested entities are required to have their annual financial statements 
audited by an independent auditing firm. Statutory audits in Vietnam are performed 
in accordance with the Vietnam Standards on Auditing. 

Audited financial statements and tax finalization filing must be done within 90 
days from the end of each financial year. After fulfilling these obligations and giving 

Step 1
Audit

Step 3
Profit Transferring 

(if any)

Step 2
Audited Financial 

Statement and Tax 
Finalization Filing

To discover more about accounting 
and bookkeeping, scan this QR code 
with your smart phone to visit: 
www.dezshira.com/accounting-
bookkeeping.html

www.dezshira.com/accounting-bookkeeping.html
www.dezshira.com/accounting-bookkeeping.html
www.dezshira.com/accounting-bookkeeping.html
www.dezshira.com/accounting-bookkeeping.html
www.dezshira.com/accounting-bookkeeping.html
http://www.dezshira.com/accounting-bookkeeping.html
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notice to local managing tax offices at least seven working days in advance, foreign 
investors may remit profits abroad.

Annual compliance for ROs is different from that for other foreign-invested entities. 
An RO is required to report on its activities to a local department of trade prior to 
the last working day of January of the following year.

A taxpayer who pays tax later than the deadline is to pay the outstanding tax 
amount plus a fine equal to 0.05 percent of the tax amount for each day the 
payment is late. Taxpayers that make incorrect declarations, thereby reducing taxes 
payable or increasing refundable tax amounts are to pay the full amount of the 
under-declared tax or return the excess refund, and will also pay a fine equal to 
10 percent of the under-declared or excess refunded tax amounts together with 
a fine for late payment of the tax.  A taxpayer that commits acts of tax evasion or 
tax fraud is liable to pay the full amount of tax and a fine between one and three 
times the evaded tax amount.

Monthly declaration
(20th day after  

month end)

Tax Declaration and Finalization Timeline*

Month 1 2 3 4 5 ... 12

Quarterly declaration
(30th day after 
quarter end)

Annual declaration
(30th day after 

F/Y end)

Annual finalization
(90th day after 

F/Y end)

*For taxes paid when a liability arises, deadline is 10th day from the date the liability arises.
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How	do	I	hire	staff/workers?
Foreign companies wanting to do business in Vietnam must ensure they follow 
the provisions of the Labor Code, which contains the legal framework for the rights 
and obligations of employers and employees with respect to working hours, labor 
agreements, social insurance, overtime, strikes, and termination of employment 
contracts, to name a few. 

Here we discuss:
 
a. Foreign employees
b. Contracts
c. Compensation

a. Foreign Employees
An employer is permitted to recruit foreign workers in order to work as managers, 
executive directors and experts where local hires are not yet able to meet production 
and business requirements. 

In order to enter Vietnam, in most cases a foreigner needs a visa issued by a 
Vietnamese Embassy or Consulate. A Vietnamese visa can be granted in a third-
party country or in Vietnam. Citizens of Asian Pacific countries receive a free entry 
visa to Vietnam that lasts between 15 and 30 days.

To work in Vietnam and remain for an extended period, foreigners need to apply 
for a longer term visa and, upon arriving in Vietnam, a work permit. Currently, work 
permits for foreigners are valid for a maximum of three years. Certain foreigners 
are exempt from work permits, including those in the role of Chief Representative, 
Head of Project Office, and internal transferees working for companies operating 
in sectors listed in the WTO commitments. 

Foreigners who reside one or more years can be granted a Temporary Residential 
Card (TRC), issued by the immigration agency under the Ministry of Public Security 
and valid from 1 to 5 years. People granted TRC can enter and exit Vietnam without 
a visa within the valid terms of their TRC.  

In an effort to support the hiring of Vietnamese nationals, 30 days prior to recruiting 
a foreign employee, a company must publicly announce recruitment for this position 
to Vietnamese job-seekers in a Vietnamese newspaper or online. Alternatively, 
foreigners may be hired through a employment service center owned by the State 

“In addition to the basics 
of hiring contracts and 
monetary compensation, there 
are specific laws governing 
the levying of taxes and the 
paying of social security for the 
employee”
Rosario Di Maggio
Manager
Dezan Shira & Associates, South China and Vietnam
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(such as FOSCO in HCMC). Evidence of having done so must be presented in the 
application for a work permit for a foreign employee. 

Prior to July 5 and January 5 each year, employers are required to report their use of 
foreign labor to the Department of Labor, Invalids and Social Affairs (DoLISA) office 
and the relevant authorities of industrial zones, economic zones, export processing 
zones and hi-tech parks (if located therein) in prescribed form. In addition, before 
December 15 each year, employers are required to register their demand for foreign 
labor for the next year with the DoLISA. 

b. Contracts
Previously, foreign enterprises were required to recruit Vietnamese employees via 
a local employment service agency, but now companies can hire staff directly and 
are simply required to provide a list of hired employees to local labor authorities. 

There are three types of labor contracts under Vietnamese law depending on the 
term:

• Indefinite term – a contract in which two parties do not determine the term and 
the time for its termination;

• Definite term – two parties determine the term as a period of 12 months to 36 
months and the time for its termination; and

• Specific/seasonal term – a contract for a job position with a term of less than 12 
months.

If an employee continues working after the expiration of his or her definite term 
or specific/seasonal labor contract, said contract must be renewed within 30 days 
after the expiry date or it will become an indefinite term labor contract. Moreover, 
after two definite contracts with an employee, in order to renew the contract, an 
indefinite term labor contract must be signed. 

Annual Foreign Labor Reporting and Registration Deadlines

Jan 5 and July 5
Report use of foreign labor to the DoLISA office and the 

relevant authorities of industrial zones, economic zones, export 
processing zones and hi-tech parks (if located therein).

Dec 15
Register demand for 

foreign labor for the next 
year with the DoLISA

Month 1 2 3 4 5 6 7 8 9 10 11 12
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A labor contract must contain provisions such as scope of work, working hours, 
rest breaks, wages, job location, term of contract, occupational safety and hygiene 
conditions and social insurance. 

Both employer and employee can unilaterally terminate a contract. A 45 day notice 
is required for indefinite term contracts, 30 day notice for definite term contracts 
and three day notice for seasonal contracts. In some cases, the employer will be 
required to discuss the termination with the executive committee of the trade union.

Companies which employ ten or more people must have a copy of company 
rules or internal labor regulations registered with the provincial labor department. 
Company working rules include contents such as working and rest hours, rules and 
orders in the company, labor safety, hygiene in the workplace, protection of assets, 
business and technology confidentiality, and sanction methods to name a few. 

c. Compensation
In Vietnam, there are two kinds of minimum wages. The first type is the common 
minimum wage (VND1,050,000 or US$50) which is used to calculate salaries for 
employees in state-owned organizations and enterprises, as well as to calculate 
the social contribution for all enterprises (i.e. the maximum social contribution is 
20 times the common minimum wage). The second type of minimum wage is 
used for employees in all non-state enterprises based on zones as defined by the 
government. 

 

The above minimum wage rates only apply to Vietnamese employees doing the 
most basic work under normal working conditions. For those who have passed 
vocational training courses, including company training, wages are at least seven 
percent higher than minimum wage rates. 

Employees who work extra hours will be paid for those hours based on their current 
wages as follows: regular working days - 150 percent; weekends - 200 percent; and 
holidays and paid leave days - 300 percent.

Minimum Wage by Zone
Minimum Monthly Wage Zone

VND2,000,000 (~US$96) Zone I
VND1,780,000 (~US$85) Zone II 
VND1,550,000 (~US$74) Zone III
VND1,400,000 (~US$67) Zone IV

@VietnamBriefing 
Discover the latest minimum wage increases and 
other practical business news in Vietnam.

https://twitter.com/VietnamBriefing/
https://twitter.com/VietnamBriefing/
https://twitter.com/VietnamBriefing/
https://twitter.com/VietnamBriefing/
https://twitter.com/VietnamBriefing/
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What	major	legal	obligations	does	a	
company	have	for	its	staff/workers?
In addition to the basics of hiring contracts and monetary compensation, there are 
specific laws governing the levying of taxes and the paying of social security for the 
employee. The employer must be aware of these and be prepared to accommodate 
deductions made to the employee paychecks.

Here we discuss:
 
a. Withholding and paying individual income tax 
b. Contributing to social insurance funds

a. Withholding and Paying Individual Income Tax
In general, a typical monthly salary package will include gross salary and mandatory 
social insurance. Personal income tax (PIT) will be levied on the balance after 
deducting mandatory social insurance contributions. 

PIT is levied on the worldwide income of Vietnam residents and on Vietnam-sourced 
income of non-residents, irrespective of where the income is paid. The tax calculation 
and finalization procedure for Vietnamese locals and expatriates is the same, but 
different for residents and non-residents.

FIEs conduct PIT finalization on behalf of their employees at the beginning of the 
year for taxable incomes arising from the previous year. If an employee has more than 
one source of income and wishes to conduct tax finalization on his/her own, FIEs 
can issue that employee a certificate of deduction. If an expatriate’s labor contract 
in Vietnam expires before the end of a calendar year, he/she should conduct tax 
finalization before his/her departure.

An individual staying in Vietnam for an aggregate of 183 days or more within one 
calendar year or a consecutive 12 month period from the first day of arrival, or a  
Permanent Resident that has been registered pursuant to the Law on Residency 
or having a lease contract with a term of 90 days or more within a tax assessment 
year, will be treated as a tax resident in Vietnam. Tax residents are subject to PIT on 
employment income at progressive rates from 5 percent to 35 percent.

An individual is a non-resident if he/she does not satisfy any of the above conditions, 
and subject to PIT at a flat rate of 20 percent. Certain exemptions to PIT exist. For 

To discover more about payroll and 
HR administration, scan this QR code 
with your smart phone to visit: 
www.dezshira.com/payroll-services.html

http://www.dezshira.com/payroll-services.html
http://www.dezshira.com/payroll-services.html
http://www.dezshira.com/payroll-services.html
http://www.dezshira.com/payroll-services.html
http://www.dezshira.com/payroll-services.html
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example, entities and individuals exempt from value-added tax, personal income 
tax and enterprise income tax in 2012 include those providing hostel services for 
laborers, workers, students, nursery services, or catering services (under certain 
conditions). Also, individuals earning taxable incomes from salaries, wages and 
business that belong to Level 1 of the partially progressive tariff specified in Article 
22 of the Law on Personal Income Tax No. 04/2007/QH12 are exempt from PIT from 

July to December 2012.

Monthly Taxable Income Rates
Tax 

Bracket
Monthly taxable 

Income (million VND)
Monthly taxable 

Income (US$)
Tax Rate

1 Up to 5 Up to 238 5%
2 Over 5 to 10 Over 238 to 476 10%
3 Over 10 to 18 Over 476 to 857 15%
4 Over 18 to 32 Over 857 to 1,524 20%
5 Over 32 to 52 Over 1,524 to 2,476 25%
6 Over 52 to 80 Over 2,476 to 3,810 30%
7 Over 80 Over 3,810 35%

Exchange rate: 1 US$ = 21,000 VND

Other Income Rates by Residency
Income

Rate 
Residents Non-residents

Capital investment 
(dividends, interest)

5% 5%

Franchise/ royalties 5% 5%
Winnings or prizes 10% 10%
Inheritances or gifts 10% 10%

Sale of securities 

     gain 20% 0.1%
     sale proceeds 0.1% 0.1%

Sale of real estate

     gain 25% 2%
     sale proceeds 2% 2%

VIETNAM BRIEFING DISCUSSION GROUP
Discuss income tax rates and other timely topics 
about doing business in Vietnam. 

http://www.linkedin.com/groups/Vietnam-Briefing-4178143
http://www.linkedin.com/groups/Vietnam-Briefing-4178143
http://www.linkedin.com/groups/Vietnam-Briefing-4178143
http://www.linkedin.com/groups/Vietnam-Briefing-4178143
http://www.linkedin.com/groups/Vietnam-Briefing-4178143
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b. Contributing to Social Insurance Funds
There are three types of mandatory social security in Vietnam: social insurance, 
health insurance and unemployment insurance. 

Mandatory minimum contributions are required of both employer and employee.
All domestic and foreign companies operating in Vietnam are required to pay these 
social insurances for all employees under labor contracts with a definite term of over 
three months or labor contracts with indefinite terms. While the total minimum 
employer social security contribution is 21 percent of monthly salary for 2012-2013, 
this will rise to 22 percent in 2014. 
 
Social and unemployment insurances are compulsory only for Vietnamese staff, 
while health insurance applies to both Vietnamese and foreign staff employed 
in accordance with Vietnam’s Labor Code. Employers register and pay insurance 
contributions on behalf of their employees at the provincial Department of Labor, 
Invalids and Social Affairs (DoLISA) monthly. Contribution amounts are based on the 
employees’ monthly salary or wage as stated in the labor contract, and are capped 
at 20 times the legal standard minimum salary. 

Social insurance covers employee benefits including sick leave, maternity leave, 
allowances for work-related accidents and occupational diseases, pension 
allowance, and mortality allowance. Health insurance entitles employees to medical 
examination and inpatient and outpatient treatments at authorized medical 
establishments. Unemployment insurance, which takes the place of severance 
pay, is paid out to employees in quantities depending on the period of time for 
which they and their previous employers contributed. The monthly unemployment 
allowance is equal to 60 percent of the persons’ average salary of the last six months 
of employment. 
 

Social Security Minimum Contributions 
Employer and Employee

Year
Social insurance Health insurance

Unemployment 
insurance

Total compulsory contribution

Employer Employee Employer Employee Employer Employee Employer Employee Both
2012-
2013

17% 7% 3% 1.5% 1% 1% 21% 9.5% 30.5%

From 
2014

18% 8% 3% 1.5% 1% 1% 22% 10.5% 32.5%
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@ASEANBriefing
Discover the latest foreign direct investment news 
affecting the ASEAN region.

Introducing	ASEAN	Briefing
Asia Briefing Ltd. is proud to announce the launch of its latest regional publishing title, “ASEAN Briefing,” covering foreign direct investment news, 
commentary and advice relating to doing business both with and within the economic organization known as the Association of Southeast Asian 
Nations (ASEAN). Particular focus is placed on issues involving business, politics, tax, accounting, finance, trade, investment legalities and the regulatory 
environment within ASEAN’s 10 member nations, namely: 

• Brunei
• Cambodia
• Indonesia
• Laos
• Malaysia
• Myanmar
• Philippines
• Singapore
• Thailand
• Vietnam

Scan this QR code with your 
smartphone to visit the 
ASEAN Briefing website.

Related reading from ASEAN Briefing
Important Changes to Vietnam’s Tax Regulations

Vietnam’s government has made some important changes to the country’s tax regulations over the first four 
months of 2012, and has issued Circular 06, which took effect from March 1, providing a detailed guidance on 
some key changes to VAT rules.

Foreigners Eligible for VAT Refund When Leaving Vietnam

On April 12, 2012, Vietnam’s Ministry of Finance promulgated Circular No.58/2012/TT-BTC to guide the 
implementation of Decision No. 05/2012/QD-TTg dated January 19, 2012 on implementing a pilot project 
allowing VAT refunds for foreigners departing Vietnam from Noi Bai International Airport in Hanoi or Tan Son 
Nhat International Airport in HCMC. 

Vietnam to Increase General Minimum Wage Levels from May 1

Vietnam has officially increased its general minimum wage levels from VND830,000 per month to VND1.05 million 
per month effective from May 1, according to Decree No. 31/2012/ND-CP dated April 12, 2012. The new decree 
solidifies the content of the National Assembly’s Resolution on the State Budget in 2012.
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About	Dezan	Shira	&	Associates	
Dezan Shira & Associates is a specialist foreign direct investment practice, providing 
corporate establishment, business advisory, tax advisory and compliance, 
accounting, payroll, due diligence and financial review services to multinationals 
investing in emerging Asia. Since its establishment in 1992, the firm has grown 
into one of Asia’s most versatile full-service consultancies with operational offices 
across China, Hong Kong, India, Singapore and Vietnam as well as liaison offices 
in Italy and the United States. Dezan Shira & Associates’ experienced business 
professionals are committed to improving the understanding and transparency 
of investing in emerging Asia.

Our offices

United States

China
Beijing, Tianjin, Dalian, Qingdao

Shanghai, Hangzhou, Ningbo, Suzhou

Shenzhen, Guangzhou, Zhongshan

Hong Kong

Singapore

Italy

Vietnam
Hanoi, Ho Chi Minh City

India
Delhi, Mumbai

About Dezan Shira & Associates: 
Scan this QR code with your smart phone to visit: www.dezshira.com/offices.html

@DSA_Vietnam
Inquiries? Technical questions? Stay connected 
with our Vietnam offices.
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https://twitter.com/dsa_vietnam
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 Ho Chi Minh City: +84 8 6288 8988
hcmc@dezshira.com

 Hanoi: +84 4 3946 1046
Hanoi@dezshira.com

Vietnam

 Singapore: +65 65212933
singapore@dezshira.com

Singapore

Corporate Establishment, Tax, Accounting & Payroll �roughout Asia

Scan this QR code with 
your smartphone to visit us 
at: www.dezshira.com

Dezan Shira & Associates is a specialist foreign direct investment practice, providing corporate establishment, business advisory, tax advisory and 
compliance, accounting, payroll, due diligence and financial review services to multinationals investing in emerging Asia.

Since its establishment in 1992, the firm has grown into one of Asia’s most versatile full-service consultancies with operational offices across China, Hong 
Kong, India, Singapore and Vietnam as well as liaison offices in Italy and the United States. Dezan Shira & Associates’ experienced business professionals 
are committed to improving the understanding and transparency of investing in emerging Asia.

Disclaimer
The contents of this brochure are for general information only. For advice on your business, please contact a qualified professional advisor. 
Copyright 2012, Asia Briefing Media. No reproduction, copying or translation of materials without prior permission of the publisher.

Contact

@DezanShira 
Stay up to date with regulatory and legal updates.

 Beijing: +86 10 6566 0088
beijing@dezshira.com

 Dalian: +86 411 8459 5011
dalian@dezshira.com

 Qingdao: +86 532 6677 5461
qingdao@dezshira.com

 Tianjin: +86 22 8787 7998
tianjin@dezshira.com

 Shanghai: +86 21 6358 8686
shanghai@dezshira.com

 Hangzhou: +86 571 5685 9956
hangzhou@dezshira.com

 Ningbo: +86 574 8733 8682
ningbo@dezshira.com

 Suzhou: +86 512 8686 8717
suzhou@dezshira.com

 Guangzhou: +86 20 3825 1725
guangzhou@dezshira.com

 Zhongshan: +86 760 8826 9592
zhongshan@dezshira.com

 Shenzhen: +86 755 8366 4120
shenzhen@dezshira.com

 Hong Kong: +852 2376 0334
hongkong@dezshira.com
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