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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 value added tax and foreign investment in trading and 

distribution of goods to the provision of loans to overseas citizens. We also look at some 

important issues that bear re-evaluation during the current Buddhist New Year.  

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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A new decree on Value Added Tax adjusts current regulations. It specifies what goods and 

services are exempt from the tax and clarifies procedures for calculating and paying the tax. See 

NEW DECREE ON VALUE ADDED TAX. 

 

Vietnam has been a member of the WTO for years now — long enough for restrictions on foreign 

traders and distributors to be relaxed. No longer do foreign companies need worry about setting 

up local companies in the sector, though there are certain restrictions on what goods they can 

import. See NEW SCHEDULE FOR FOREIGN TRADERS AND DISTRIBUTORS. 

 

The State Bank of Vietnam is setting out rules for domestic companies and individuals to provide 

loans to overseas citizens. Most importantly, lenders must register their involvement with the 

relevant organ of the State Bank. See OVERSEAS LOANS AND GUARANTEES. 

 

Finally, during the Buddhist New Year we take a moment to examine some basic rules about 

doing business in Vietnam and review three of the most important aspects to keep in mind when 

venturing into the wilds of the business world. See BUDDHIST NEW YEAR REMINISCENCES.│ 

 

 

On 18 December 2013 the Government issued Decree No. 209/2013/ND-CP providing 

guidelines for the implementation of the Law on Value Added Tax (Decree 209). Decree 209 took 

effect as of 1 January 2014 and replaced Decree No. 123/2008/ND-CP dated 8 December 2008 

and Decree No. 121/2011/ND-CP dated 27 December 2011 on the same subject. Decree 209 

makes a number of new guidelines, including: 

 

(a) Expansion of the group of subjects which are not required to declare and pay value   

               added tax (VAT): 

 

In particular, organizations and individuals transferring an investment project for production or 

business in value added taxable goods or services to enterprises or cooperatives is not required 

to make VAT declaration and payment. 

 

(b) Provision of clearer guidance for free of charge goods/services, especially  

goods/services used for trade promotion: 

 The taxable price is determined to equal zero in case of goods/services used for 

trade promotion if such goods/services or trade promotion activities are in 

compliance with the regulations on commerce (to be registered with or submitted to 

the commercial authorities); and 

 

 If not in compliance with the regulations on commerce as said, the taxable price of 

such goods/services is determined to their market values (as goods and services 

used for internal consumption, for a gift or donation). 

 

(c) Revision of exported goods/services to which the VAT rate of 0% is applied: 

 

 Goods exported abroad, sold into non-tariff zones; civil/building works constructed, 

installed overseas or in non-tariff zones; goods sold with place for delivery and 

receipt outside Vietnam; accessories, spare parts for replacement, repair, 

maintenance of vehicles, machinery and equipment for foreign parties and for 

consumption outside Vietnam; on-site export and other cases which are considered 

to be exported under the current law and regulations; and  
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 Services provided directly to overseas organizations/individuals or in non-tariff 

zones and consumed outside Vietnam, or consumed in non-tariff zones. 

 

(d) Revision of VAT calculation method: 

 

 Credit method applies to (i) business establishments currently operating and having 

an annual turnover of VND1 billion or more from sale of goods and provision of 

services; (ii) enterprises and co-operatives, which are voluntarily registered to apply 

VAT credit method, currently operating and having an annual turnover of less than 

VND1 billion from sale of goods and provision of services; and (iii) foreign 

contractors providing goods and service to the oil and gas sector, even if they bear 

foreign contractor tax under the withholding method. If they still choose to use the 

withholding method, the output VAT is now applied at the standard rate (instead of 

the deemed rate) and no input VAT can be claimed; and 

 

 Direct method applies to enterprises and co-operatives currently operating and 

having an annual turnover of less than VND1 billion, except for the cases of 

voluntary registration for application of the credit method as said above. 

 

(e) Changes in tax credits and tax refunds: 

 

 VAT on goods and services purchased with value of 20 million or more paid in cash 

will not be credited nor treated as a deductible expense;  

 

 A business establishment that changes its tax payment method is allowed to credit 

input VAT incurred from the beginning of application of the credit method. It may 

also be allowed to record the  VAT costs not yet credited when converting to the 

direct method; 

 

 The input VAT to be refunded is increased from VND200 million to VND300 million 

for business establishments each month or each quarter or for business 

establishments of the VAT credit method having new investment projects or under 

investment phase; and  

 

 The eligible accumulated period for refund of input VAT is increased from 3 months 

to 12 months.│ 

 

 
 

 

On 24 December 2013 the Ministry of Industry and Trade issued Circular No. 34/2013/TT-BCT 

announcing the for implementation of activities of purchase and sale of goods and activities 

directly related to the purchase and sale of goods by foreign-owned enterprises in Vietnam 

(Circular 34). Circular 34 replaced Decision No. 10/2007/QD-BTM dated 21 May 2007 of the 

Ministry of Commerce announcing the roadmap for implementation of activities of purchase and 

sale of goods and activities directly related to purchase and sale of goods (Decision 10).  

 

Compared with Decision 10 and to follow commitments in international treaties to which Vietnam 

is a party, Circular 34 removes restrictions on the investment forms and the percentage of charter 

capital contribution by foreign investors in economic institutions engaging in trade and distribution 

activities in Vietnam. 
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Circular 34 keeps the lists of goods that are not permitted to be imported, exported and 

distributed by foreign-owned enterprises as follows: 

 

Goods not permitted to be 

exported 

Crude [unrefined] petroleum and petroleum/oil obtained from 

bitumen minerals 

 

Goods not permitted to be 

imported 

Cigars, double-filter cigars, cheroots and cigarettes 

processed from tobacco leaf or replacement tobacco leaf 

Processed tobacco leaf and other processed replacement 

tobacco leaf; "pure" tobacco and "reconstituted" tobacco; 

tobacco extract and tobacco essence 

Petroleum oils and oils obtained from bituminous minerals 

(other than crude) and preparations not elsewhere specified 

or included, containing by weight 70 % or more of petroleum 

oils or of oils obtained from bituminous minerals, these oils 

being the basic constituents of the preparations, other than 

those containing biodiesel and other than waste oils 

Newspapers, journals and periodicals, whether or not 

illustrated or containing advertising material 

Discs, tapes, and other media for the recording of sound or 

of other phenomena, including matrices and masters for the 

production of discs and so on 

Other aircraft (for example, helicopters, airplanes); 

spacecraft (including satellites) and the trajectory aircraft and 

means of propulsion for spacecraft 

Parts of goods of heading 88.01 or 88.02 

 

Goods not permitted to be 

distributed 

Rice 

Cane or beet sugar 

Cigarettes and cigars 

Crude oil and processed oil  

Pharmaceuticals 

Explosive 

Books, newspapers and magazines 

Precious metals and precious stones 

Items recorded in any material form 

  

Circular 34 came into effect on 5 February 2014.│ 

 

 

 

 

 

On 31 December 2013 the State Bank of Vietnam (SBV) enacted Circular No. 37/2013/TT-NHNN 

on guiding the foreign exchange management of overseas loans and recovering guaranteed 

loans for non-residents (Circular 37).  

 

Economic institutions must register with the SBV Department of Foreign Exchange Management 

before offering overseas loans or making a loan guarantee for a non-resident. If there are more 

than two (02) economic institutions entering in a loan agreement as the lenders or acting as 

guarantors for non-residents each economic institution must register for its role in the loan or 

guarantee.  

 

If the loan is repaid or the guarantee satisfied within 30 days of granting the loan or guarantee, 
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there is no registration required.  

 

Prior to transferring money for an overseas loan, the economic institutions must open an account 

for extending loans to overseas borrowers at a permitted credit institution providing account 

services. Every transaction relating to the overseas loans such as disbursement of loans, 

recovery of original debts and interests, etc., must be carried out through this account. 

 

Economic institutions must open an account for making guarantees and recovering guaranteed 

loans from non-residents. Within 10 days from the date of executing the guarantee agreements, 

economic institutions have the responsibility to report their guarantees for non-residents to the 

SBV according to the sample report attached to Circular 37. 

 

Circular 37 took effect on 14 February 2014.│ 

 

 
 

 

Sabaidee Pi Mai or Song Kran (if you're in Thailand).  

This week marks the new year in the Buddhist calendar and although Vietnam doesn't officially 

celebrate the date, there are still plenty of Buddhists in the country that will participate in their 

own special festivities.  

In Laos, where I currently live, the festivities are on the cusp of beginning. It's a week of wet, wild 

fun. Everyone drinks beer and offers it to passerby on the street. Of course, in return you get 

soaked, but that's part of the enjoyment of the holiday. While the water is historically part of a 

blessing offered for the new year, the custom has devolved into an all out water fight.  

Being the third new year I celebrate, I wanted to take a moment to reflect on some issues that 

come to mind in contemplating legal work throughout Indochina (some of which may have 

already shown up in this alert over the last couple of years—for which I apologize if I seem 

redundant). 

1. Due Diligence 

Due diligence is often thought of as a review of corporate documents and financials of a target 

company to ensure that that company is in compliance with the law. This process usually comes 

before a company purchases an ownership interest in that target company. Though this is true, in 

Indochina a proper due diligence should take in some extra work on the part of the buyer. First, 

there should be time allocated to get to know the people behind the target company, the CEO, 

shareholders, and managing director. Personal contact is the best way to develop the 

relationship that will be so vital to a successful M&A. Second, reputational research is key. This is 

soft knowledge and it is the stuff of enduring deals. Ask your lawyer if they have the connections 

to research the history of the target company, their dealings and their reputation in the business 

community. It may save you a great deal of money to know that someone is dishonest, or is only 

interested in the quick buck.  

2. Business Culture 

Vietnam is not the West. A simple fact that many people often forget. Vietnam is its own country 

with a unique and vibrant culture, and while it may have been heavily influenced by its northern 
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neighbor, it remains a distinct and different place. When doing business there it is important to 

remember that what works in America, or France or Australia just might not work in Vietnam. 

From the proper etiquette for handling business cards (accept the card and spend a moment 

perusing it, using both hands, and learn everything you can about the card before filing it away in 

your pocket or card holder) to proper greetings (while Vietnam has adopted the handshake 

almost universally, other countries in Indochina have different styles of saying hello) to the 

importance of stamps and proper signatures (Vietnam is one of the last countries on earth to 

require a company seal on corporate documents) Indochina can be full of little unexploded 

ordinance waiting to go off if you don't follow the rules. That said, an open heart, an easy smile 

and an honest effort will usually take you through most of the land mines.  

3. Anticipating Disputes 

The above bits of advice will help ameliorate the risks of a dispute arising between parties, it is 

always important to anticipate that no matter how many smiles and handshakes you share before 

signing the contract, there is a chance that things will break bad. That means—and I've harked 

on this any number of times—it is vital to fill out your contract with properly thought through 

dispute resolution clauses. Don't just let your lawyer pick something. Actively discuss with your 

lawyer what options there are and which one will be the best for your situation. By doing that, you 

may save yourself a headache in the future and possibly a good deal of money.│ 
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Editor: 
 
Steven Jacob | Editor  
 
Contributors in this month’s issue:  
 
“New Decree On Value Added Tax” 
By Bui Minh Hoang, Legal Assistant 
 
“New Schedule For Foreign Traders And Distributors” 
By  Nguyen Kim Trang, Legal Assistant  
 
“Overseas Loans And Guarantees” 

By Nguyen Kim Trang, Legal Assistant  

 
“Buddhist New Year Reminiscences”   
By Steven Jacob, Editor  
 

 

 

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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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  
 

Indochine Counsel Client Alert provides a general overview of the latest developments in Vietnam’s regulatory framework, without the 

assumption of a duty of care by Indochine Counsel. The information provided is not intended to be nor should it be relied upon as a 

substitute for legal or other professional advice. Professional advice should be sought for any specific case or matter.  

© 2014 Indochine Counsel. All Rights Reserved. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 


