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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 indirect investment procedures to multi-level sales schemes. 

We also take a look at the importance of insurance for expats living and working in 

Vietnam.  

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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The Government has issued a new decree that addresses some of the concerns which have 

arisen in the past few years concerning multi-level sales schemes. The decree prohibits pyramid 

schemes and sets out regulations for proper operation of multi-level sales. See MULTI-LEVEL 

SALES SCHEMES. 

 

The State Bank of Vietnam has issued a circular governing procedures for foreign non-residents 

to make indirect investments in Vietnam. The circular covers what papers and assets that 

foreigners are allowed to invest as well as setting out the requirements for transferring money 

into and out of the country. See INDIRECT INVESTMENT IN VIETNAM. 

 

Finally, we look at the importance of maintaining not only health insurance but vehicle insurance 

as well, and the realization that motorcycle driving is considered a dangerous activity and is not 

covered by most insurance products. See INSURANCE A MUST.│ 

 

 

Decree No. 110/2005/ND-CP (Decree 110) defined the competent authorities and set out 

guidelines for all those participating in multi-level sales activities in Vietnam. Despite the 

regulations thus promulgated many multi-level sales enterprises took advantage of or seduced 

participants to form organized networks that have adversely impacted consumers. In an attempt 

to remedy this situation the Government adopted Decree No. 42/2014/ND-CP (Decree 42), dated 

14 May 2014, providing for the management of multi-level sales activities.  

 

Most multi-level sales schemes operate in such a way as the earliest members derive profits 

from sales by those who join later. According to Decree 42, such business models may be 

considered as pyramid schemes. Pyramid schemes are defined as "conducting activities on the 

multi-level basis, in which the participant's income derives mainly from the recruitment of new 

participants; the extension of term of the participants’ contracts and their fees, deposits or 

investments in the network". Pyramid schemes, as defined, are now on the prohibited list of 

business activities. 

 

In addition, multi-level sales enterprises are prohibited to market and sell: 

 

 Such goods on the list as are banned or restricted from circulation, such goods will be 

withdrawn from the market temporatorily. 

 

 Drugs; medical equipment; veterinary compositions, plant protection compositions; 

chemicals, insecticides, disinfectants in the sectors of household and health; dangerous 

chemicals and products containing dangerous chemicals as proscribed by law. 

 

Thus, in addition to the above commodities, multi-level sales businesses are also not allowed to 

apply their business models to services, except for those permitted by law. 

 

The total value of commissions, bonuses and other economic benefits paid to participants in a 

multi-level sales scheme in any given year, converted into cash, may not exceed 40% of sales 

income of that multi-level sales business. 

 

Decree 42 also names mandatory conditions for a multi-level sales business to be legitimately 

registered with the Ministry of Industry and Trade including but not limited to: 

 

 Its business lines in the certificate of business registration (“CBR”) must include multi-
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level retail business; 

 It must have a legal capital of VND 10 billion (app. US$500,000) or more; and 

 Its deposits must be equal to 5% of its charter capital, but not less than VND5 billion 

(app. US$250,000) instead of VND1 billion (app. US$50,000) under the previous 

regulations. 

 

At the same time, Decree 42 also provides that the validity of the certificate of registration of 

multi-level sales operation (“CRMLSO”) is of 5 years duration and can be renewed every 5 years. 

This CMRLSO will be revoked in any of the following cases: 

 

 The CBR or investment certificate revoked or expired; 

 Profile for obtaining CRMLSO was fraudulent; 

 The enterprise has been sanctioned for a number of violations; 

 The multi-level sales activities are not developed for 12 consecutive months from the 

date of issuance of CRMLSO; and 

 Multi-level activities are suspended for 12 consecutive months. 

 

Decree 42 will take effect from 01 July 2014 and replace Decree 110.│ 

 

 

 

 

 

On 12 March 2014 the State Bank of Vietnam enacted Circular No. 05/2014/TT-NHNN (Circular 

5) guiding the opening and use of indirect investment accounts to implement transactions relating 

to indirect investment activities in Vietnam. Circular 5 only governs the indirect investment 

activities of foreign investors who are non-residents. Resident foreign investors may conduct their 

indirect investment activities in accordance with current regulations on securities and other 

relevant law. 

According to Circular 5, forms of foreign indirect investment in Vietnam comprise: 

 

 Capital contribution to, and purchase and sale of, shareholding and capital 

contribution portions in Vietnamese enterprises without directly participating in 

management and executive operation. Such Vietnamese enterprises may be on the 

transaction registration market and the listed securities market or be unlisted [or] 

not registered for trading on the Vietnamese securities market; 

 Purchase and sale of bonds and other types of securities on the Vietnamese 

securities market;  

 Purchase and sale of other valuable papers denominated in VND issued by a 

resident being an organization licensed to issue [such valuable papers] within the 

territory of Vietnam; 

 Entrustment of  investment  in  VND  via  a  fund  management  company,  

securities  company, credit  institution  and foreign  bank  branch or other institution  

licensed  to  conduct  professional  activity  of  investment  entrustment; 

 Capital  contribution  or  transfer  of  capital  contribution  by a foreign  investor (not 

directly participating  in  management)  via a  securities  investment  fund  or  fund 

management  company; and 

 Other forms of indirect investment stipulated by law. 
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Regardless of whatever form, foreign investors must comply with general principles when 

investing indirectly in Vietnam as follows: 

 

Transactions relating to indirect investment activities of foreign investors have to conduct via only 

one indirect investment capital account at an authorized credit institution (Account) in every 

time. This Account is used for the certain revenue and disbursement transactions relating to 

foreign indirect investment activities as listed in Circular 5: 

 

Revenue Disbursement 

 From the sale of foreign currencies to 

authorized credit institutions; 

 

 From transfer of capital contribution  

portions  and shares, from the sale of 

securities and  other valuable papers, and 

from receipt of dividends and interest on 

bonds and other valuable papers 

denominated in VND; 

 

 

 Amounts transferred from payment 

accounts denominated in VND of foreign 

investors opened at an authorized bank; 

 

 Remittances from an account of a fund 

management company, securities  

company, credit institution or foreign bank 

branch licensed to conduct the  

professional  activity of investment 

entrustment  on  behalf  of  the foreign 

investor (applicable to the form of 

entrustment of investment); 

 

 Other lawful revenue transactions in VND. 

 In order to conduct the indirect investment 

activity; 

 

 Being the purchase of foreign currency at  

an  authorized credit institution in order to 

remit capital, profit or other lawful income 

overseas; 

 

 For payment of lawful expenses arising in 

Vietnam; 

 

 Amounts transferred to a payment account  

denominated in VND of an investor opened 

at an authorized bank; 

 

 Amounts transferred to an account of a  

fund  management company, securities 

company or other institution licensed to 

conduct the  professional activity of 

entrustment of investment for the foreign 

investor (applicable to the form of 

entrustment of investment); 

 

 

 Other lawful disbursement transactions. 

 

The balance in the Account is not permitted to be converted into a term deposit and/or savings 

deposit at a credit institution or foreign bank branch. 

 

All indirect investment activities of foreign investors in Vietnam must be conducted in VND. In 

case of remitting capital, profit and other lawful income overseas gained from indirect investment 

activities, foreign investors are entitled to use VND in their Account to purchase foreign currency 

to remit overseas. 

 

Circular 5 took effect on 28 April 2014, and replaced Circular No. 03/2004/TT-NHNN of the 

Governor of the State Bank of Vietnam, dated 25 May 2004, providing guidelines on foreign 

exchange control in respect of capital contribution and purchase of shares by foreign investors in 

Vietnamese enterprises.│ 
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For the longest time I avoided purchasing a motorbike. I lived in Southeast Asia for nearly four 

years before I gave in and bought one. It made getting around the city much easier, and cheaper. 

I didn't have to pay for taxis or tuk-tuks. I didn't have to walk. I could just hop on my motorcycle 

and travel from point A to B with ease.  

But then, a week and a half ago I was driving down a dark street. This street was covered with 

repaired pot holes and man hole covers in such a way that there were constant bumps. And then 

a small black dog darted in front of me and the next thing I remember I'm being lifted off to the 

side of the road by half a dozen Lao.  

They called an ambulance and sent me to the hospital that specialized in accident victims. I had 

a broken arm and required surgery to repair it. I waited the night before the surgeons arrived to 

fix me up, a night without sedative. Painful. 

The next morning I was taken into surgery and the surgeon inserted five pins and a plate. Worse, 

the sedative used was about the same level given to Lao people, who mostly are a third my size. 

So I felt far more than I would have liked.  

I go to great lengths in discussing my accident to introduce the concept of insurance. As 

investors in Vietnam it's important to maintain your insurance. It is also important to note that 

most, if not all, insurance that applies to expats in this part of the world excludes coverage for 

riding motorcycles. 

This leads me to a piece of advice I heard in Phnom Penh. While as an expat you may be able to 

drive a car, it is in your favor to employ a driver. While it may not be readily apparent why, there 

are good reasons for doing so. A driver speaks the language. They can provide an extra buffer 

between you and any local who might be involved in an accident with your vehicle. This is 

particularly important as most people in Southeast Asia would prefer to settle with a cash 

payment on the spot rather than waiting for insurance to take action. 

It is important to maintain your car insurance, but also your health insurance. There are decent 

hospitals in Vietnam, but many expats prefer to go to Bangkok or Singapore if they need 

treatment. If you're in the region for the long term, health insurance is a must.  

I was the only white person in the hospital. And while I may have taken a risk in staying in Lao for 

treatment, rather than going to Thailand, I felt that I would be in good hands. I felt this because a 

public hospital in Laos has far more experience with broken bones and accidents than a private 

hospital in Thailand. The same is true in Vietnam. While it may seem better to go to Thailand to a 

private hospital, there are something that are treated better at local hospitals.  

That does not excuse a lack of insurance, however, and that's all I'm going to say on that, as my 

arm is about done and is screaming for me to stop typing.│ 
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Editor: 
 
Steven Jacob | Editor  
 
Contributors in this month’s issue:  
 
“Multi-Level Sales Schemes” 
By Nguyen Hai Yen, Associate  
 
“Indirect Investment In Vietnam” 

By Nguyen Kim Trang, Legal Assistant  

 
“Insurance A Must”   
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.  
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