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I. Introduction

Setting up a fully fledge company in Viet-
nam can be complicated and time consum-
ing. Representative Offices can be estab-
lished faster and cheaper and as such offer a
viable alternative to those who wish to enter
the Vietnamese market but do not have the
resources or client base to justify the time
and expense of establishing a subsidiary.

II. Legal Background

The key legislation which governs Represen-
tative Offices (“Rep. Office”) in Vietnam
can be found in the Commercial Law, De-
cree No. 72/2006 and Circular No.11/2006.

Decree 72 sets out the conditions and proce-
dures for the establishment and operation of
a Rep. Offices in Vietnam

Under theses provisions a foreign business
entity may set up a Rep. Office provided
that certain criteria are met. It should be
noted that some sectors (e.g. finance, tour-
ism, legal services, education, etc) have their
own specific Rep. Office regulations which
must be consulted.

The Decree also details the rights and obli-
gations of both the Rep. Office and the re-
sponsible state bodies (Ministry of Trade
and local Departments of Trade).

II1. Purpose

According to the Commercial Law and De-
cree No. 72, a Rep. Office is an entity which
is established solely for the purpose of en-
hancing the commercial activities of its par-
ent company. This includes monitoring and

implementing the performance of contracts
that the parent company has signed in
Vietnam. Thus a Rep. Office is a dependant
unit of the parent company and is not enti-
tled to generate its own profits in Vietnam
or to enter into contracts under its own
name. The only exception to this rule is
when the Head of the Rep. Office has been
legally authorised by the foreign parent com-
pany to enter into contracts on its behalf.

A Rep. Office does, however, have the right
to rent office space, lease or purchase equip-
ment and facilities necessary for its opera-
tions and to recruit Vietnamese and foreign
employees. In addition a Rep. Office will
have its own company seal and may open an
account at a Vietnamese bank for opera-
tional purposes.

IV. Conditions

In general any business entity that is legally
established and recognised by any foreign
country and that has been operating for at
least one year from the registration date will
be entitled to set up a Rep. Office in Viet-
nam. Usually the establishment of a Rep.
Office will only be denied by the applicable
authorities if the parent company falls into
one of the following categories:

(1) Trades goods and/or services which are
prohibited by Vietnamese law;

(2) The license of a previous Rep. Office
was withdrawn within the last two years;

(3) The establishment would harm national
defence, social order and security or
Vietnamese social values;

(4) The establishment would harm the pub-
lic’s health and environment; or
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(5) The applicant submits an invalid applica-
tion and fails to supplement or amend
the same upon the request of the licens-
ing body.

V. Heads of Rep. Offices

Under Decree No. 72 the Head of a Rep.
Office must NOT concurrently act as:

(1) A head of a branch of a foreign entity in
Vietnam,;

(2) A legal representative of the parent com-
pany; or

(3) A legal representative of a business en-
tity which is established under Vietnam-
ese law.

Further the head of a branch will be held li-

able for any act which exceeds either their or
the Rep. Office’s scope of authority.

VI. Licensing Procedure

The attraction of Rep. Offices in Vietnam
lies in their flexibility and relatively simple li-
censing procedure. These simplified proce-
dures and the continuing restrictions on for-
eign owned entities in some business sectors
has led a considerable number of foreign
companies to not only use Rep. Offices to
seek and expedite opportunities but also to
conduct extensive business activities. This is
usually done by abusing their right to
authorise the Head of Rep. Office to enter
contracts on their behalf (please see above).

VII. Application File for Rep. Of-
fices

A valid application file for the establishment
of a Rep. Office must include the following

documents:

(1) Standard application form;

(2) A copy of the parent company’s busi-
ness registration certificate or equivalent
documents certified by the issuing au-
thority. If these documents stipulate a
set duration for the operation of the par-
ent company then the residual term
must be at least one year;

(3) Audited financial statements or equiva-
lent documents for the preceding fiscal
year. These documents must certify the
tax or financial status of the parent com-
pany during the preceding fiscal year
and be issued by the competent author-
ity where the parent company is located.
Alternatively any document which is cer-
tified by a competent authority and con-
firms the existence and operation of the
parent company in the preceding fiscal
year may be used; and

(4) A copy of the parent company’s Charter.

All documents issued or certified by compe-
tent foreign authorities for the purpose of a
Rep. Office applications must be consular-
ised and translated into Vietnamese. All
copy documents must be notarized includ-
ing all copy documents which are issued or
certified by the competent Vietnamese au-
thorities.

VIII. Issuance of the Rep. Office
License and its Validity

1. Issuance of the License

Once all the documents have been collected
the application file must be submitted to the
local provincial-level Department of Trade.
The Department is required to complete its
evaluation and issue the Rep. Office estab-
lishment license within fifteen days from the
date of receipt of a complete and valid ap-
plication file. Copies of such licence will also
be sent to the Ministry of Trade, the local
provincial or city People's Committee and
the provincial level tax office, statistics office
and police office.
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If an application is invalid, the license issuing
body must send a written notification to the
parent company within three business days
of the date such application was received.

The above time limits do not include any
time which the parent company takes to
amend or supplement its application.

If the establishment licence is not issued
within the stipulated time limit then the li-
cence issuing body must provide a written
notification to the parent company to ex-
plain the reasons for the delay.

However, in reality the above time limits are
rarely met due to repeated amendment and
supplementation requests which are usually
made by the relevant competent officer.

2. Validity

Rep. Office licenses are valid for five years
and may be extended. However, such exten-
sions can not exceed the validity period of
the parent company’s business registration
certificate.

IX. Post Licensing

1. Notification of Operation of a Rep.
Office

Within forty five days from the date the Rep.
Office license is issued an announcement
must be published to notify the public of its
establishment and operation. This an-
nouncement must be placed in three con-
secutive editions of local or central newspa-
pers or electronic media which are author-
ized for publication in Vietnam. Also within
forty five days the Rep. Office must offi-
cially commence its operations and must
provide written notice of such to the local
Department of Trade.

2. Opening Bank Accounts

Rep. Offices may open bank accounts at
banks licensed to operate in Vietnam for the
payment of foreign currency disbursements
and of Vietnamese Dong disbursements
which are sourced from a foreign currency.
However, due to the limitations on its scope
of activities a Rep. Office must not generate
a profit. Further these accounts must only
be used for the Rep. Office’s operations and
must never be used to remit money abroad.
Finally, the opening, use and closure of the
Rep. Office’s accounts must be consistent
with the regulations of the State Bank of Vi-
etnam.

3. Operational Reporting Regime

The Rep. Office must submit an annual op-
eration report to the licensing authority. This
submission must occur before the last busi-
ness day of the following January. However
the said authority may also require the Rep.
Office to report, provide data on and/or ex-
plain any aspect of their operations at any-
time during the year. Furthermore, Rep. Of-
fices may be subject to random checks and
inspections, by both the licensing authority
and any other competent authority. The rea-
son for such inspection is usually not pro-

vided.

Decree No. 72 tries to limit the potential for
abuse of this inspection system by providing
that anyone who takes advantage of an in-
spection/check for “his/her own interest”
or to cause ‘“harassment” or “difficulties”
for the Rep. Office shall be subject to ad-
ministrative penalties or even criminal prose-
cution. Further if such acts causes “loss” or
“damage” to the Rep. Office then the of-
fender may be required to pay compen-
sation.
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X. Re-issuance, Amendment, Ad-
dition and Extension of Rep. Of-
fice Licenses

Prior to the issuance of the Rep. Office li-
cense the foreign parent company is free to
amend or supplement their application.

Following the issuance, if any of the infor-
mation therein changes e.g. the office ad-
dress then the license must be re-issued.
Similarly the Rep. Office must apply for a
re-issuance if the licence is lost, destroyed or
torn. Further if the parent entity changes its
operations or place of registration from one
country to another, then the Rep. Office
must submit an application for the re-issu-
ance of its own licence. This concept origi-
nates from the Rep. Office’s status as a de-
pendant unit of the parent entity.

As aforementioned, a Rep. Office should
not generate a profit; as such they are not
subject to corporate income tax. Over the
years many companies have therefore estab-
lished Rep. Offices for the express purpose
of making tax-free profits. In an attempted
to counteract this malpractice, Decree 72
explicitly reduces the operational scope of a
Rep. Office to the bare minimum. Further-
more, as noted above Decree 72 also allows
the authorities to carry out inspections in or-
der to ensure that a Rep. Office is adhering
to these limitations. In accordance with the
practice currently observed in Ho Chi Minh
City, it is advisable to anticipate frequent vis-
its from the local tax officials.

We hope that the information provided in this brochure was helpful for you.
If you have any further questions please do not hesitate to contact us.
Lorenz & Partners (Vietnam) Co., Ltd.

Floor 3 Viconship Building
6-8 Doan Van Bo Street, District 4
Ho Chi Minh City, Vietnam
Tel: +848 (0) 626 182 31
E-Mail: vietham(@lorenz-partners.com
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