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Dear Reader, 
 

This month saw a handful of new regulations that affect business in Vietnam. We’ve 

briefed them and outlined the most important changes from each new regulation. They 

cover topics ranging from land law issues to corporate income tax and competition law to 

Vietnamese working for foreigners in Vietnam. 

 

In addition we take a look at some of the important characteristics of the Vietnamese 

people that need to be taken into account when foreigners consider investing in the 

country.  

  

As always we hope you find this month’s Client Alert helpful and wish you prosperity in 

the coming month. We look forward to working with you. 

 

Sincerely, 

 

Dang The Duc  

Managing Partner 
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Executive 
Summary 

 
 

A new circular clarifies certain regulations of the Land Law. Registration requirements are 

relaxed, classification of land use types is amended, and requirements for investors are fixed. 

See CLARIFICATION OF LAND PRINCIPLES. 

 

More corporate income tax guidance comes in a new circular that outlines the proper calculation 

of corporate income tax from 2014 to 2016 and allows for the ammortization of losses caused by 

the transfer of real capital. See UPDATING CORPORATE INCOME TAX POLICY.  

 

A new decree increases the fines that may be imposed on violators of competition law 

regulations. Minimum fines are increased and principles for determining maximum fines against 

violaters are established. See VIOLATIONS IN THE SECTOR OF COMPETITION. 

 

Another new governmental decree outlines the procedures for recruiting Vietnamese labour to 

work for foreigners in Vietnam. The new decree sets forth the types of foreign organizations that 

require specific procedures and limits recruitment to Vietnamese employment agencies. See 

VIETNAMESE WORKING FOR FOREIGNERS. 

 

Finally we take a look at some of the important characteristics of Vietnamese people that should 

be taken into account when considering a foreign investment in the country, particularly their 

Confucian background, their aggressiveness, their independence, and their close family 

relationships. See WHAT’S IN A VIETNAMESE?│ 
 

 
 
 

Briefs 

Clarification Of 
Land Principles 

 

 

In order to provide guidance for the implementation of Decree No. 43/2014/ND-CP, dated 15 May 

2014, detailing the implementation of a number of articles of the Land Law ("Decree 43"), the 

Ministry of Natural Resources and Environment issued Circular No. 23/2014/TT-BTNMT, dated 

19 May 2014 ("Circular 23"). Following are some highlights of Circular 23.  

 

First, the recording of information on land users, owners of houses and other land-attached 

assets has been made more flexible:  

 

(i) For a household, the head of the household’s Certificate of Birth Number can 

be recorded instead of his/her People's Identity or Card of the People's Army.  

(ii) For a legal entity, apart from details about the legal name and proof of 

incorporation, information on the legal representative is also required.  

(iii) For co-ownership, each of the owners must be listed.  

 

Then, the beneath cases regarding the purpose of land use are noted: 

 

(i) The agricultural land category, "pasture land for grazing animals" has been 

removed. 

(ii) Non-agricultural land categories have been added: "Land for construction of 

diplomatic facilities, Land for industrial complexes, Land for commerce and 
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services, Land for non-agricultural production facilities, Land for community 

activities, Land for recreation and other public purposes".  

 
On the origins of land use, Circular 23 provides that  

 
(i)  When requiring the re-grant of a certificate of land use rights, ownership of 

houses and other land-attached assets (the “Certificate”) to a transferee the 

origin stated in the first granted Certificate must also be restated.  

(ii)  Land lease and sublease by legal entities having infrastructure investment in 

industrial parks, industrial clusters, export processing zones, hi-tech zones and 

economic zones are classified into two cases which must specify (1) lump-sum 

rent payment and (2) annual rent payment. 

 
On plans of land lots, Circular 23 requires the recording of the land lot number, neighbouring 

construction works, planning boundary markers and markers using the land on the land lot. 

However, the requirement to include the coordinates of the top of the lot has been removed. 

Further, the plan of the land lot can be fully extended on page 3 of the Certificate in some 

complicated cases.  

 
Finally, in addition to the main points mentioned above, Circular 23 guides the Department of 

Natural Resources and Environment to proceed in signing in cases where they have competency 

and to write information to confirm any change on the Certificate as transferring rights to use a 

part of a land lot area or a part of land-attached assets granted to another owner. 

 

Circular 23 takes effect from 7 May 2014 and replaces Circular No. 17/2009/TT-BTNMT, dated 

21 October 2009 and Circular No. 16/2011/TT-BTNMT, dated 20 May 2011, of Ministry of Natural 

Resource and Environment specifying administrative procedures related to land property.│ 
 

 
 

Updating 
Corporate Income 
Tax Policy 
 

 

 

 

 

 

 

On 18 June 2014 the Ministry of Finance promulgated Circular No. 78/2014/TT-BTC (“Circular 

78”) guiding the detailed implementation of Decree No. 218/2013/ND-CP, dated 26 December 

2013, on corporate income tax (“CIT”).  

 

Below are some notable changes and supplements under Circular 78 with respect to CIT. 

 

CIT rate 

 

The standard CIT rate of 22% will be applicable as of 1 January 2014 and will drop to 20% as of 

1 January 2016. 

 

However, from 2014, an enterprise duly established and operating under the laws of Vietnam 

having a total annual revenue less than VND20billion may apply a CIT rate of 20%, and the CIT 

rate applied to activities of prospecting, exploration, and mining petroleum are from 32% to 50%.  
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CIT calculation method 

 

Circular 78 has supplemented 2 subjects:  

 

(i) non-enterprise organizations established and operating under Vietnamese law; 

and  

(ii) enterprises paying value-added tax by the direct method. 

 

both of which are entitled to declare and pay CIT at the percentage rate for revenue from the 

sales of goods or services and make taxable income but cannot specify expenses and income 

other than by revenue.  

 

Prior to Circular 78 only non-business units were entitled to apply such provision.  

 

Revenue recognition 

 

Circular 78 also states that services for which payments are made in advance for a number of 

years can be either recognized in full upon the receipt of payment or ammortized. If an enterprise 

is in the CIT incentive period, the determination of the preferential tax amount must be based on 

the total ammortized tax amount divided by the number of years the amount is ammortized.  

 

Income from transferring real estate 

 

In a tax period, if an enterprise engaging in the transfer of real estate, investment projects or the 

right to participate in investment projects (excluding mineral exploration and exploitation projects) 

(“Transfer Activities”) suffers a loss, it may offset this loss against the profit from its 

manufacturing and business activities. 

 

An enterprise must forward losses from the Transfer Activities of 2013 and previous years which 

are still in the loss-carry forward duration to income of the Transfer Activities; if such losses 

cannot be fully forwarded, they may be forwarded to income of manufacturing and business 

activities (including also other income) of 2014 and subsequent years. 

 

For a real estate enterprise which collects advance payments from customers according to a 

schedule and declares and temporarily pays tax according to the percentage of its turnover, all 

expenses for advertising, marketing, discount and brokerage commissions will not be recorded in 

the year when such costs were incurred. Instead, these will be considered as deductible 

expenses at the limitation level in the first year when the real estate is handed over and the 

taxable revenue is generated. 

 

Circular 78 took effect on 2 August 2014 and replaced Circular No. 123/2012/TT-BTC, dated 27 

July 2012, of the Ministry of Finance.│ 
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Violations In The 

Sector Of 

Competition  

 

 

 

Decree No. 120/2005/ND-CP (“Decree 120”) on handling violations in the sector of competition 

was issued on 30 September 2005. After more than 9 years of the implementation of Decree 

120, certain inadequacies for resolving competition issues have occurred in practice. In addition, 

recent changes in related legal documents have made a number of provisions in Decree 120 

inconsistent with the amended legal documents. Therefore, on 21 July 2014, the Government 

issued Decree No. 71/2014/ND-CP on the same matter (“Decree 71”) which will take effect from 

15 September 2014 and rescinds Decree 120.  

 

Decree 71 specifies the way to calculate the fine level imposable for a violation of provisions on 

control of competition restriction acts. The fine level is based on the following factors, in priority 

order:  

 

(i) a percentage of revenue or sales of the related goods/ services; or  

(ii) an enterprise’s total revenue of the preceding year.  

 

Such percentage will be determined by the competent authority based on certain elements, 

including the extent of the completion restriction caused by the violation, the level of damage 

caused by the violation, the possibility of the subjects in violation causing competition restrictions, 

the violation time, the profit earned from the violation, etc. Such percentage must not exceed 

10% of the enterprise’s total revenue in the preceding year.  

 

For violation of provisions on unfair competition and other provisions on competition, the 

minimum fine level is increased from VND500 thousand as stipulated in Decree 120 to VND2 

million in accordance with Decree 71. The maximum fine level as provided by Decree 71 is 

VND100 million for individual infringers, or VND200 million for organizational infringers. An act of 

advertising for the purpose of unfair competition may be subject to a fine of up to VND140 million, 

meanwhile a fine of up to VND80 million will be imposed for a commercial promotion for the 

purpose of unfair competition. This fine will be increased to VND100 million in cases where such 

promotion is conducted in two or more provinces.  

 

Extenuating or aggravating circumstances may adjust the fine by up to 15% in either direction. 

 

Decree 71 maintains the Competition Administration and Competition Council as the competent 

authorities for handling violations in the sector of competition. The Competition Council has 

competence to handle violations in competition restrictions, and the Competition Administration 

has competence to handle violations in unfair competition and other competition related issues.│ 

 

 

Vietnamese 

Working For 

Foreigners  

 

 

On 28 July 2014 the Government enacted Decree No. 75/2014/ND-CP regulating the 

implementation of a number of articles of the Labor Code (“Decree 75”). This Decree is enforced 

for the purpose of governing the recruitment, introduction, employment and management of 

Vietnamese employees who work for foreign organizations and individuals in Vietnam.  

 

Foreign individuals are foreigners working at any of the below foreign organizations in Vietnam or 

permitted by the competent authority of Vietnam to reside in Vietnam.  

 

(i) Foreign diplomatic and consular missions and representative offices of 

international organizations belonging to the United Nations and regional or 

sub-regional organizations; 
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(ii) Representative offices of foreign news and press agencies and of foreign 

broadcasting and television organizations; 

(iii) International organizations, foreign governmental organizations and 

organizations belonging to foreign governments; 

(iv) Foreign non-governmental organizations issued with an operational registration 

certificate pursuant to Decree 12-2012-ND-CP regulating registration and 

management of activities of foreign nongovernmental organizations in Vietnam; 

and 

(v) Representative offices operating for non-profit making purposes in Vietnam of 

economic, commercial, financial, banking, insurance, scientific-technical, 

cultural, educational, health, and legal consultancy sectors of foreign countries. 

 

Foreign organizations and individuals seeking to employ Vietnamese people in Vietnam have to 

go through the authorized agencies to recruit and manage Vietnamese employees. Such 

agencies as provided in Decree 75 consist of: 

 

(i) Agencies assigned or authorized by the Ministry of Foreign Affairs; and  

(ii) Employment Service Centers for which the establishment decision was made 

by the Minister of Labor or by the chairman of a provincial People's Committee. 

 

The Employment Service Centers are entitled to recruit, introduce and manage Vietnamese 

employees only for the foreign organizations as listed in item (v) above and for the foreign 

individuals working for these foreign organizations or permitted to reside in Vietnam. Other 

foreign organizations and individuals stated in Decree 75 must use Agencies to recruit local 

workforce.  

 

If, within 15 working days from the date of receipt of the written request to recruit Vietnamese 

labor from the foreign organizations and individuals, the authorized agencies fail to recruit, select 

and introduce Vietnamese employees as requested, such requesting foreigners may directly 

recruit Vietnamese workers. 

 

The foreign organizations and individuals must, within 7 business days after signing labor 

contracts, provide written notice to the authorized agency enclosing a copy of the labour 

contracts signed with the Vietnamese workers. 

 

Decree 75 takes effect on 15 September 2014. It replaces No. Decree 85/1998/ND-CP of the 

Government, dated 20 October 1998, on recruitment, employment and management of 

Vietnamese employees working for foreign organizations and individuals in Vietnam; Decree 

46/1999/ND-CP, dated 1 July 1999, and Decree 75/1998/ND-CP, dated 19 October 2001, both 

amending Decree 85.│ 

 

 

What’s In A 
Vietnamese? 

 
 
There’s a deep history in Vietnam that stretches from the Hung Kings far in the past through to 

the war with America and Doi Moi today. It’s a history that creates in the hearts of Vietnamese a 

sense of pride in their nation, and which has been utilized in creating that sense of nationalism. In 

fact, it’s a common narrative in the region, from Benedict Arnold’s imagined communities to 

Michael Vickery’s iconoclastic criticisms of popular Cambodian history: the appropriation of 

history in the service of nationalism. Some would say that Ho Chi Minh was in fact a nationalist 

before he was a Communist, but that’s for other forums to discuss. 
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What the point is, regardless of how you view it, Vietnamese are highly nationalistic, at least they 

can be, and that’s something to reckon with when considering an investment in the country.  

  

According to Wikipedia, “nationalism is a belief, creed or political ideology that involves an 

individual identifying with, or becoming attached to, one's nation.” It’s a sense separate from 

patriotism, as patriotism is a condition wherein the individual supports the state, rather than the 

nation. As such, Vietnamese are fiercely Vietnamese, rather than necessarily Communist.  

 

And dealing with Vietnamese entails all the characteristics of a Vietnamese.  

Confucian, which means they have a strong sense of social order and the relationships which 

construct that social order. From the president of the country to the brother and sister of a 

peasant family, the relationships are already defined and ordered in such a way as to command 

the respect and honor deserved by superiors from their inferiors. While Koreans and Japanese 

created an entirely different language for dealing with different ranks within their society, Vietnam 

simply ordered the behavior of respect.  

 

Aggressive, which means foremost that you have to watch yourself in the street whether on foot 

or on motorcycle or in a car; Vietnam is not only known for its aggressive drivers, but for its hard 

bargaining traders. Traders that turned into investors that turned into targets for acquisition by 

foreign investors. There is a long road from the peasants who owned land to the land developers 

of today, but the past remains indelibly linked with the present and those land developers 

understand how to reach a deal and how to negotiate it after the deal is made. In other words, 

just because a foreign investor comes into the company with his demands for corporate 

governance and accountability, doesn’t mean that everything will happen just as he anticipates. It 

takes a careful relationship to ensure that the deal come off as anticipated. 

 

For while Vietnamese are independent they are also social creatures. Living in a country roughly 

the size of Montana, with 90 million people squeezed into coastlines and alluvial valleys, there is 

a sense of communal living simply by the fact that the population lives in such proximity to each 

other. This gives Vietnamese the ability to disregard many of the privacies and need for space 

that westerners consider vital. A Vietnamese may put his hand on your thigh and mean nothing 

by it except as a sign of endearment. Personal space isn’t important here when you have half a 

dozen families living within ten meters of each other.  

 

This also means that relationships become more important. Brothers cross families and often this 

gives rise to nepotism. We often see this in acquisition contracts, the limitation of related person 

transactions. This can be hard for some Vietnamese investors who don’t see the problem with 

giving a construction contract to their brother-in-law. Again, here, patience is required, and a 

close working relationship between the foreign investor and the domestic investor is 

recommended to include frank conversation and a continual dialogue to ensure that the needs of 

the foreigner are understood by the domestic investor.  

 

All of this is not to say that Vietnamese are stupid, quite the opposite. They may simply suffer 

from a level of naiveté and a lack of education in the business attitudes of the West. This can be 

remedied through education, patient and long suffering, by the foreign investor. This can also be 

remedied by regular contact and conversations. Don’t come into Vietnam expecting to lay down a 

manufacturing contract and only visit once a year. That’s not enough. A business relationship in 

Vietnam is just like any other close relationship. It requires regular contact and careful 

consideration.│ 
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About Indochine 
Counsel 

 
 

Established in October 2006, Indochine Counsel is one of the leading commercial law 
firms in Vietnam. The firm provides professional legal services for corporate clients 
making investments and doing business in Vietnam. The legal practitioners at 
Indochine Counsel are well qualified and possess substantial experience from both 
international law firms and domestic law firms. The firm boasts more than 35 legal 
professionals working at the main office in Ho Chi Minh City and a branch office in Hanoi. 
 
Indochine Counsel’s objective is to provide quality legal services and add value to clients 
through effective customized legal solutions that work specifically for the client. The firm 
represents local, regional and international clients in a broad range of matters including 
transactional work and cross-border transactions. The firm’s clients are diverse, ranging 
from multinational corporations, foreign investors, banks and financial institutions, 
securities firms, funds and asset management companies, international organizations, law 
firms to private companies, SMEs and start-up firms in Vietnam. 
 
Indochine Counsel advises clients in the following areas: 

 
 Inward Investment  
 Corporate & Commercial  
 Intellectual Property  
 Technology & Media  
 International Trade  
 Banking & Finance 

 Taxation  
 Intellectual Property  
 Technology & Media 
 International Trade 
 Mining & Energy 
 Property & Construction  

 

A full list of partners, associates and other professionals is available on our website. | 
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Contact Us 

 

 
 
For further information or assistance, please contact us: 
 
Ho Chi Minh City Office  
Unit 4A2, 4th Floor, Han Nam Office Bldg. 
65 Nguyen Du, District 1, Ho Chi Minh City, Vietnam 
T +848 3823 9640 | F +848 3823 9641 | info@indochinecounsel.com 
 
Hanoi Office  
Unit 705, 7th Floor, CMC Tower 
Duy Tan Street, Cau Giay District, Hanoi, Vietnam 
T +844 3795 5261 | F +844 3795 5262 | hanoi@indochinecounsel.com  
 
Contacts  
 
Dang The Duc | Managing Partner | duc.dang@indochinecounsel.com   
 
Le Nguyen Huy Thuy | Partner | thuy.le@indochinecounsel.com  
 
Phan Anh Vu | Partner | vu.phan@indochinecounsel.com  
 
Nguyen Thi Hong Anh | Partner | anh.nguyen@indochinecounsel.com  
 
Indochine-Apex Korean Desk 
APEX LLC. Vietnam Office (Ho Chi Minh City) 
K. C. Lee | Business Lawyer | kclee@indochinecounsel.com & 
kclee@apexlaw.co.kr     
 
www.indochinecounsel.com  
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