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Highlights of the Labor Code 2019

On 20 November 2019, the National Assembly of Vietnam issued a new Labor Code with the purpose
of promoting the Vietnamese labor market and solving essential problems from practical
implementation of the Labor Code 2012. It is intended to create a more flexible legal framework on
employment and harmonize the legitimate rights and interests of employees and employers under the
overall socio-economic development of Vietnam.

Below are some highlights of the notable amendments and supplements of the new Labor Code:

Labor Contract

The Labor Code 2019 redefines the labor contract as an agreement entered into between the
employee and employer, regardless of the form of the contract, which mentions the scope of work,
salary, work conditions and the rights and obligations of each party to the employment relationship.
The Labor Code 2019 clearly provides that parties are not allowed to sign annexes to amend the term
of a labor contract.

Type of Labor Contract

The Labor Code 2019 eliminates the seasonal or specific job labor contract with a duration of less
than 12 months. This leaves two types of labor contract including indefinite-term labor contract and
definite-term labor contract with a maximum term not exceeding 36 months. There is no minimum
threshold for labor contracts.

The Labor Code 2019 allows employers and employees to enter consecutive definite-term labor
contracts if the employee is:

= An older employee; or
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= A foreign employee; or

= Adirector of a state-invested enterprise; or

= A member of an administrative board of the representative organization of the grassroots-
level employees’ collective.

Probation Period

The probationary period is raised, up to 180 days for managers of an enterprise pursuant to the Law
on Enterprises, rather than the 60 days under the Labor Code 2012.

Termination of Labor Contract

Under Labor Code 2019, an employee may unilaterally terminate the labor contract at any time
without reason but must give advance notice as prescribed per case. The Labor Code 2019 also
provides that an employee may unilaterally terminate the labor contract at any time without giving
prior notice in the following circumstances:

(i) He/she is not assigned to the correct job or workplace or is not ensured the working
conditions agreed in the labor contract;

(i) He/she is not paid the wages due in full or on time as agreed in the labor contract;

(iif) He/she is maltreated, sexually harassed, or is subject to labor coercion;

(iv) A female employee is pregnant and must cease working on the advice of a competent
medical consultant or facility; and

(v) The employer provides dishonest information on the work to be performed, the work place,
the work conditions, working hours, rest breaks, occupational safety and hygiene, rates of
wages and method of payment of wages, social and medical and unemployment insurance
and provisions on confidentiality of business secrets and other matters directly relevant to
entering into a labor contract.

Public Holidays

The Labor Code 2019 increases the number of public holidays to 11 days because Independence
Day will become a two-day holiday from 2021.

Overtime Hours
Maximum overtime hours are up to 300 hours per year in the following:

= Producing and processing products for export of textile, garment, leather, shoes, electrical
and electronic components, processing of agricultural, forestry and aquatic products;

=  Production, supply of electricity, telecommunications, oil refining; water supply and drainage;

= In case of handling jobs requiring highly qualified technical workers and the labor schools do
not fully and promptly supply them;
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= Cases that must be resolved urgently, cannot be delayed, due to the seasonality and timing
of raw materials and products or to solve jobs arising due to unforeseen objective factors,
weather, natural disasters, enemy sabotage, fire; lack of electricity; lack of raw materials;
technical problems of production lines; and

= Other cases prescribed by Government.

Retirement Age

The Labor Code 2019 increases the retirement age for male workers from 60 to 62 years and for
female workers from 55 to 60 years old. From 1 January 2021, this change of retirement age will be
phased in gradually, with the retirement age increasing by 3 months each year for male workers and
4 months each year for female workers until the new limits are reached.

Work Permit

The Labor Code 2019 amends the conditions for work permit exemption. Foreigners who are the
owner or a member contributing capital of a limited liability company or chairman or member of the
board of management of a joint stock company remain exempt from the work permit requirement,
however, they must make a minimum capital contribution in the company.

The foreigner who marries a Vietnamese is an additional case of work permit exemption.
The work permit can be renewed only one time for an additional 2 years of employment.

Sexual Harassment

The Labor Code 2019 clearly defines sexual harassment in the workplace. It is any behavior of a
sexual nature by any person to another person in the workplace which is considered as unwanted
and unacceptable by the recipient. A workplace is any place where an employee works pursuant to
the agreement with or assignment by the employer. The Labor Code 2019 also provides that an
employee may unilaterally terminate the labor contract immediately without giving prior notice if
she/he is being sexually harassed.

The prevention of sexual harassment in the workplace is a compulsory content in internal labor rules
of a company.

The Labor Code 2019 will take effect from 1 January 2021.
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About Indochine Counsel

Established in October 2006, Indochine Counsel is one of the leading business 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 45 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 = Taxation

= Corporate & Commercial = Intellectual Property
= Mergers & Acquisitions = Technology & Media
=  Securities & Capital Markets = Mining & Energy

= Banking & Finance »= International Trade

= Property & Construction = Dispute Resolution

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 the following Indochine professionals:

Dang The Duc
Managing Partner
duc.dang@indochinecounsel.com

Phan Anh Vu
Partner
vu.phan@indochinecounsel.com

Le Nguyen Huy Thuy
Partner
thuy.le@indochinecounsel.com

Nguyen Thi Hong Anh
Partner, Head of IP&T Practice Group
anh.nguyen@indochinecounsel.com

Pham Thi Thanh Lan
Partner
lan.pham@indochinecounsel.com

Ho Chi Minh City

Unit 305, 3rd Floor, Centec Tower

72 -74 Nguyen Thi Minh Khai, District 3
Ho Chi Minh City, Vietham

T +84 28 3823 9640

F +84 28 3823 9641

E info@indochinecounsel.com

www.indochinecounsel.com

Dang The Duc
Managing Partner
duc.dang@indochinecounsel.com

Le Van Duong
Partner, Head of Hanoi Office
duong.le@indochinecounsel.com

Steven Jacob
Foreign Associate
steven.jacob@indochinecounsel.com

Hanoi

Unit 705, 7th Floor, CMC Tower
Duy Tan Street, Cau Giay District
Hanoi, Vietham

T +84 24 3795 5261

F +84 24 3795 5262

E hanoi@indochinecounsel.com

This Client Alert is designed to provide our clients and contacts with general information of the relevant topic for
reference only, 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.
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