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Vietnam
Hoang Nguyen Ha Quyen, Nguyen Duy Thanh, Pham Minh Duc and Ngo Thi Phuc Tam 
LNT & Partners

REGULATION

Regulatory agencies
1 Identify the regulatory agencies responsible for regulating 

insurance and reinsurance companies.

The Ministry of Finance (MOF) is a government agency responsible 
for state management of the finance sector, including the insur-
ance sector.

The Insurance Supervisory Authority (a subordinate body within 
the MOF) assists the Minister of Finance in managing the insurance 
sector in Vietnam and supervising insurance business activities and 
other services in the insurance industry as prescribed by law.

Formation and licensing
2 What are the requirements for formation and licensing of 

new insurance and reinsurance companies?

Insurance, classified as a financial service under the supervision 
of the MOF, is strictly governed under the law. Applicants for a new 
insurance or reinsurance licence must satisfy certain criteria to set up 
and operate their business in Vietnam. Insurance-related experience 
and financial capability are two of the key requirements applicable to 
investors, especially foreign investors.

The requirements for the formation and licensing of new insur-
ance and reinsurance companies can be grouped into five categories:
• form of enterprise and charters;
• investor’s insurance-related experience and financial capability;
• paid-in capital requirement;
• establishment and operation licence; and
• personnel qualifications.

Form of enterprise and charters
An insurance or reinsurance company could be incorporated as a 
joint-stock company or a limited liability company. The charter of each 
type of company shall comply with the applicable law on enterprises.

Investor’s insurance-related experience and financial capability
Foreign investors wishing to enter the Vietnamese insurance or rein-
surance market are subject to more requirements than domestic 
investors. Specifically, a foreign investor who wishes to obtain an 
insurance or reinsurance operation licence in Vietnam to set up 
an insurance or reinsurance business under the form of an LLC 
company must:
• be a foreign insurance or reinsurance company permitted by

the competent foreign agency to provide the relevant insurance
services (life, non-life). If it wishes, the foreign investor may
use an offshore subsidiary as the investment vehicle to estab-
lish the insurance or reinsurance company in Vietnam, provided

that it authorises the vehicle to carry out investment activities 
in Vietnam;

• have at least seven years’ experience in the sector in which it
proposes to carry out business in Vietnam (ie, life insurance or 
non-life insurance);

• have minimum total assets of US$2 billion in the year imme-
diately preceding the year it applies for the establishment and
operation licence; and

• have not committed any serious breach of the applicable law on
insurance of the country where it is headquartered in the three
years preceding the year it applies for the establishment and
operation licence.

If the company to be established takes the form of a joint-stock 
company, at least two shareholders must satisfy the aforementioned 
requirements, and they must own at least 20 per cent of the insurance 
company to be established.

By contrast, a Vietnamese investor only needs to prove that 
it has minimum total assets of 2,000 billion dong (approximately 
US$86 million) in the year immediately preceding the year it applies 
for the establishment and operation licence. Vietnamese investors 
are also not subject to the seven years’ insurance related experience 
requirements. 

In addition to the above, an investor, whether foreign or local, 
must ensure that:
• the capital contribution is made in cash and is not financed by

loans or entrusted investment capital from other organisations
or individuals;

• the investor is profitable for three consecutive years immediately
preceding the year it applies for the establishment and opera-
tion licence. Note that this requirement only applies to an investor 
who owns 10 per cent or more of the charter capital of the to-be-
established insurance or reinsurance company;

• the difference between its equity and its legal capital is at least
equal to the amount of capital intended for contribution to the
insurance or reinsurance company; and

• where the investor is an insurance company, an insurance broker, 
a commercial bank, a financial company or a securities company,
it complies with financial prudence conditions and is permitted by 
the competent agency to contribute capital under the applicable
specialised laws.

Paid-in capital requirements
The minimum paid-in capital requirements are determined according 
to the company’s scope of business as follows.
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No. Types of (re)insurance offered Legal capital 
(23,167 dong = USD 1)

Non-life insurance companies

1.
Non-life insurance (except aviation 
insurance and satellite insurance) and 
health insurance

300 billion dong 
(US$12.9 million)

2. Non-life insurance, health insurance, and 
aviation insurance or satellite insurance

350 billion dong
(US$15.2 million)

3. Non-life insurance, health insurance, 
aviation insurance, and satellite insurance

400 billion dong
(US$17.3 million)

Life insurance companies

4.
Life insurance (excluding unit-linked 
insurance and retirement insurance) and 
health insurance

600 billion dong
(US$25.9 million)

5. Life insurance, health insurance, and unit-
linked insurance or retirement insurance

800 billion dong
(US$34.5 million)

6. Life insurance, health insurance, unit-
linked insurance and retirement insurance

1,000 billion dong
(US$43.2 million)

Health insurance companies

7. Health insurance 300 billion dong
(US$12.9 million)

Reinsurance companies

8. Non-life reinsurance or both non-life 
reinsurance and health reinsurance

400 billion dong
(US$17.3 million)

9. Life reinsurance or both life reinsurance 
and health reinsurance

700 billion dong
(US$30.2 million)

10 Life reinsurance, non-life reinsurance, 
and health reinsurance

1,100 billion dong
(US$47.5 million)

 
Personnel qualifications
Managerial and operational personnel of insurance and reinsurance 
companies shall have appropriate general and specific qualifications as 
stipulated in the Law on Insurance Business.

 
General qualifications
General qualifications are not prohibited from managing enterprises 
under the applicable law on enterprises.

For three consecutive years before the appointment, the managerial 
and operational personnel must:
• have not committed any administrative violations of insurance busi-

ness regulations that led to their discharge from a managerial or 
operational position previously endorsed by the MOF, or the suspen-
sion of their titles previously designated by an insurance company, 
insurance broking company or the Vietnamese branch of a foreign 
non-life insurance company;

• have not been dismissed for violation of internal procedures in 
deployment, appraisal, claim payment, internal control, financial 
management and investment, or management of reinsurance plans 
in an insurance company or the Vietnamese branch of a foreign non-
life insurance company, or for violation of professional processes of 
insurance brokerage, internal control or occupational ethics in an 
insurance broker company; and

• have not been directly involved in any case prosecuted by competent 
authorities under the applicable laws at the time of appointment.

 
Specific qualifications
Specific qualifications are determined according to the position in ques-
tion. For instance, a CEO or legal representative must:
• have an undergraduate or postgraduate degree, and a degree or 

training certificate in insurance awarded by a qualified insurance 
training institution;

• have worked in insurance, finance or banking for at least five years, 
three of which in a managerial and operational position in an insur-
ance company, an insurance broker, the Vietnamese branch of a 
foreign non-life insurance company, or a government authority 
managing the insurance sector; and

• reside in Vietnam during the CEO or legal representative tenure.

Other licences, authorisations and qualifications
3 What licences, authorisations or qualifications are required for 

insurance and reinsurance companies to conduct business?

Upon receiving the establishment and operation licence from the MOF, the 
insurance/reinsurance company must carry out post-licensing processes 
and satisfy other requirements for their operation as follows:
• announce the establishment in a newspaper for five consecutive 

issues with the following main contents:
• name and address of the head office, branch and representa-

tive office of the company;
• content, scope and duration of operation;
• registered charter capital and the amount of charter capital 

contributed;
• full name of the legal representative;
• license number and date; and
• insurance products entitled to provide.

• make a deposit of 2 per cent of the legal capital within 60 days of the 
issuance date of the licence; and

• within 12 months from the date of issuance of the licence, carry out 
the following post-licensing procedure: withdrawal of the capital in 
the escrow account to establish charter capital, seal registration, tax 
registration, bank account opening, information technology system 
establishment, submission of the reserves calculation method for the 
MOF’s approval, promulgation of rules on underwriting, assessment, 
paying compensation, internal control, financial and investment 
management and reinsurance programme management.

 
During operation, the insurance or reinsurance company must obtain the 
MOF’s approval if there are changes to any of the following:
• the company’s name;
• the charter capital;
• setting up or closing branches or representative offices;
• locations of head offices, branches, representative offices;
• scope and duration of operation;
• transfer of shares or contributed capital representing 10 per cent or 

more of the charter capital;
• chair of the board of directors, CEO or appointed actuary; and
• division, merger, consolidation, dissolution, the transformation of 

the enterprise, offshore investment.

Officers and directors
4 What are the minimum qualification requirements for officers 

and directors of insurance and reinsurance companies?

Any prospective chair of the board of directors (chair of members’ council, 
president), CEO, appointed actuary of life insurance or health insur-
ance, or appointed actuary regarding reserves and solvency of a non-life 
insurer, reinsurer, or the Vietnamese branch of a foreign non-life insur-
ance company must obtain the MOF’s approval of his or her qualifications 
for the position. Generally, such candidate must:
• not be prohibited from managing enterprises under the applicable 

law on enterprises; and
• in the three consecutive years before the appointment:

• have not committed any administrative violations of insur-
ance business regulations that led to their discharge from a 
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managerial or operational position previously endorsed by the 
MOF, or the suspension of their titles previously designated 
by an insurance company, insurance broking company or the 
Vietnamese branch of a foreign non-life insurance company;

• have not been dismissed for violation of internal procedures 
in deployment, appraisal, claim payment, internal control, 
financial management and investment, or management of 
reinsurance plans in an insurance company or the Vietnamese 
branch of a foreign non-life insurance company, or for viola-
tion of professional processes of insurance brokerage, 
internal control or occupational ethics in an insurance broker 
company; and

• have not been directly involved in any case prosecuted by 
competent authorities under the applicable laws at the time 
of appointment.

 
Additional particular qualification criteria may be applicable according 
to the specific position.

In addition, there are required qualifications applicable to other 
positions such as members of the board of directors (members of 
members’ council), chair and members of the inspection committee, 
head of internal auditors, vice CEO, chief accountant, head of the 
branch, head of representative office and head of each professional divi-
sion. However, the appointment of and change to these positions are not 
subject to the MOF’s approval. 

Capital and surplus requirements
5 What are the capital and surplus requirements for insurance 

and reinsurance companies?

The minimum paid-in capital shall not be lower than the threshold 
prescribed by law. Specifically, the legal capital is as follows.

 

No. Types of (re)insurance offered Legal capital 
(VND 26,167 ~ USD 1)

Non-life insurance companies

1.
Non-life insurance (except aviation 
insurance and satellite insurance) and 
health insurance 

VND 300 billion 
(~ USD 12,949,454)

2. Non-life insurance, health insurance, and 
aviation insurance or satellite insurance

VND 350 billion
(~ USD 15,107,696)

3.
Non-life insurance business, health 
insurance, aviation insurance and satellite 
insurance

VND 400 billion
(~ USD 17,265,939)

Life insurance companies

4.
Life insurance (excluding unit-linked 
insurance and retirement insurance) and 
health insurance

VND 600 billion
(~ USD 25,898,908)

5. Life insurance, health insurance, and unit-
linked insurance or retirement insurance

VND 800 billion
(~ US34.5 million)

6. Life insurance, health insurance, unit-
linked insurance and retirement insurance

1 trillion dong
(US43 million)

Health insurance companies

7. Health insurance 300 billion dong
(US12.94 million)

Reinsurance companies

8. Non-life reinsurance or both non-life 
reinsurance and health reinsurance

400 billion dong
(US17.3 million)

9. Life reinsurance or both life reinsurance 
and health reinsurance

700 billion dong
(US30.2 million)

10 Life reinsurance, non-life reinsurance, 
and health reinsurance

1.1 trillion dong
(US47.5 million)

Concerning the surplus, a life insurer must obtain prior approval from 
the MOF on the distribution of surplus of a policyholder’s fund with the 
allocation of profit. In all cases, the life insurer must ensure all policy-
holders receive no less than 70 per cent of the higher of (1) the surplus 
of the total profit received and (2) the difference between the actual 
surplus and forecast surplus resulting from the death rate, investment 
profit and expenses. There is no regulation on surplus with respect to 
non-life insurance and reinsurance.

Reserves
6 What are the requirements with respect to reserves 

maintained by insurance and reinsurance companies?

The Law on Insurance Business requires insurance and reinsurance 
companies to set aside liability reserves necessary for the purposes of 
payment of their insurance liabilities determined in advance and arising 
from the insurance contracts into which they have entered.  Insurance 
reserves must be separately established for each type of insurance 
product and must be equivalent to the liability retained by the insurer. 
The MOF has promulgated detailed methodology for calculating 
minimum reserves, which the insurance and reinsurance companies 
may opt to use; alternatively, the companies can choose other methods 
deemed more sufficient and precise (except for large loss fluctuation 
reserve). In either case, the MOF’s endorsement must be requested 
before implementation.

Product regulation
7 What are the regulatory requirements with respect to 

insurance products offered for sale? Are some products 
regulated by multiple agencies?

Life insurance and health insurance products are subject to the MOF’s 
approval prior to distribution on the market. As for non-life insur-
ance products:
• before motor vehicle insurance products are introduced to the 

public, their rules, terms and conditions and premium scales must 
be registered with the MOF; and

• regarding the sale of other products, non-life insurers and the 
Vietnamese branch of a foreign non-life insurance company are 
permitted to take the initiative in formulating insurance rules, 
terms and conditions and premium scales.

 
Furthermore, the MOF has promulgated the insurance rules, terms and 
conditions, premium scales and minimum sums insured that are appli-
cable to compulsory insurance products. These products include:
• civil liability insurance for motor vehicle owners;
• insurance for civil liability to passengers of aviation carriers;
• professional indemnity insurance for legal consultancy activities;
• professional indemnity insurance for insurance brokers;
• fire and explosion insurance; and
• other types of insurance regulated from time to time (if any).

Regulatory examinations
8 What are the frequency, types and scope of financial, market 

conduct or other periodic examinations of insurance and 
reinsurance companies?

The Insurance Supervisory Authority carries out examinations of insur-
ance and reinsurance companies in compliance with the laws. The same 
matter shall not be subject to more than one examination per year 
(except for extraordinary or unscheduled examinations). Examinations 
must be initiated at the decision of an authorised person. There must 
be written conclusions after the examination is completed. The head of 
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the examination team is responsible for the contents of the minutes and 
conclusions of the examination.

Also, insurance and reinsurance companies must submit both 
periodical and one-off financial reports, statistics reports, professional 
reports, and reports on the use of auxiliary insurance services to the 
Insurance Supervisory Authority. Moreover, if there is a risk of insol-
vency, insurance and reinsurance companies must immediately report 
to the MOF its current financial status, the reasons that resulted in the 
danger of insolvency, and any remedial measures put in place.

Investments
9 What are the rules on the kinds and amounts of investments 

that insurance and reinsurance companies may make?

Insurance and reinsurance companies are entitled to use their equity 
funds, idle capital from insurance reserves, and other legal sources of 
funds for investment activities. Investment activities of insurance and 
reinsurance companies are subject to certain restrictions under the 
laws and are limited to the following activities:
• the purchase of government bonds, treasury bills, treasury bonds, 

public bonds for construction of the homeland, local authority 
bonds, and government guaranteed bonds, without any restriction;

• deposits with credit institutions, without any limitation;
• the purchase of shares, bonds of enterprises, and fund certificates, 

not exceeding:
• 50 per cent of idle capital from insurance reserves if the 

company is active in life and health insurance or rein-
surance; or 

• 35 per cent of idle capital from insurance reserves if the 
company is active in non-life insurance or reinsurance;

• the carrying out of real estate business following the Law on Real 
Estate Business, not exceeding:
• 20 per cent of idle capital from insurance reserves if the 

company is active in life and health insurance or rein-
surance; or

• 10 per cent of idle capital from insurance reserves if the 
company is active in non-life insurance or reinsurance; and

• contributions to other enterprises, not exceeding 20 per cent of idle 
capital from insurance reserves if the company is active in life and 
health insurance or reinsurance.

Change of control
10 What are the regulatory requirements on a change of control 

of insurance and reinsurance companies? Are officers, 
directors and controlling persons of the acquirer subject to 
background investigations?

Changes in investors holding at least 10 per cent are subject to the 
MOF’s prior review and approval. The insurance or reinsurance 
company in question must report to the MOF on the implementation 
results within 10 working days of the date of completion of the change of 
control according to the approved plan. Where it is impossible to carry 
out the approved plan, the company must report to the MOF with a plan 
to deal with the matter.

The investor must submit, among others, documents evidencing 
that capital contributing organisations and individuals, managers, and 
executives satisfy the requirements applicable to organisations or indi-
viduals contributing capital to insurance and reinsurance companies.

In practice, there is no investigation of the background of officers, 
directors and controlling persons; however, any criminal record must be 
disclosed in the application submitted to the authority.

Financing of an acquisition
11 What are the requirements and restrictions regarding 

financing of the acquisition of an insurance or reinsurance 
company?

The acquirer shall use its own capital for the acquisition and is not 
permitted to resort to any financing arrangements.

Minority interest
12 What are the regulatory requirements and restrictions on 

investors acquiring a minority interest in an insurance or 
reinsurance company?

Only changes of investor holding a minimum 10 per cent interest 
are subject to the MOF’s prior review and approval. The insurance or 
reinsurance company in question must report to the MOF on the imple-
mentation results within 10 working days of the date of completion of 
the change of control according to the approved plan. Where it is impos-
sible to carry out the approved plan, the company must report to the 
MOF with a plan to deal with the matter.

Foreign ownership
13 What are the regulatory requirements and restrictions 

concerning the investment in an insurance or reinsurance 
company by foreign citizens, companies or governments?

A foreign investor seeking to invest in an insurance or reinsurance 
company must satisfy both the general and specific requirements that 
are applicable to foreign investors.

 
General requirements
The foreign investor must:
• contribute capital in cash and not finance the capital contribution 

by loans or entrusted investment capital from other organisations 
or individuals;

• if the investment is of 10 per cent or more of the charter capital, be 
profitable for three consecutive years immediately preceding the 
year it applies for the establishment and operation licence;

• ensure that the difference between its equity and its legal capital is 
at least equal to the amount of capital intended for contribution; and

• if the investor is an insurance company, an insurance broker, a 
commercial bank, a financial company, or a securities company, 
ensure compliance with financial prudence conditions and be 
permitted by the competent agency to contribute capital under the 
applicable specialised laws.

 
Specific requirements
Additionally, the foreign investor must:
• be a foreign insurance company permitted by the competent foreign 

agency to provide the relevant insurance services, or be a subsid-
iary of a foreign insurance company specialised in conducting 
offshore investment activities and authorised to do so in Vietnam 
by the parent insurance company;

• have at least seven years’ experience in the sector in which it 
proposes to carry out business in Vietnam;

• have minimum total assets of US$2 billion in the year immediately 
preceding the year it applies for the establishment and operation 
licence; and

• not have committed any serious breach of the law on insurance 
business activities of the country where it is headquartered in the 
three years preceding the year it applies for the establishment and 
operation licence.

 



LNT & Partners Vietnam

www.lexology.com/gtdt 5

A foreign individual is not permitted to invest in an insurance or 
reinsurance company having the corporate form of a limited liability 
company. Foreign governments are also not permitted to invest in 
insurance and reinsurance companies, regardless of the corporate 
form. Other than these two limitations, there is no restriction on the 
investment of a foreign investor in an insurance or reinsurance company 
under the Law on Insurance Business.

Group supervision and capital requirements
14 What is the supervisory framework for groups of companies 

containing an insurer or reinsurer in a holding company 
system? What are the enterprise risk assessment and 
reporting requirements for an insurer or reinsurer and its 
holding company? What holding company or group capital 
requirements exist in addition to individual legal entity capital 
requirements for insurers and reinsurers?

Vietnamese laws do not promulgate any special requirements in respect 
of groups of companies containing an insurer or reinsurer.

Reinsurance agreements
15 What are the regulatory requirements with respect to 

reinsurance agreements between insurance and reinsurance 
companies domiciled in your jurisdiction?

Vietnamese laws set out general principles with respect to rein-
surance agreements instead of regulating the specific contractual 
provisions, namely:
• an insurance company may cede part (but not all) of its contractual 

insurance liability to one or several domestic or foreign insurance 
companies, or Vietnamese branches of foreign non-life insurance 
companies; and

• the maximum liability retained on each risk or each separate loss 
shall not exceed 10 per cent of the cedent’s equity. The primary 
insurance company must calculate the retention suitable for 
each type of insurance, risk, or individual loss by considering the 
following factors:
• regulations on solvency ratio;
• underwriting capacity;
• financial situation;
• risk tolerance levels for the insurer or the Vietnamese branch 

of a foreign non-life insurance company;
• coverage of significant risks and catastrophic risks;
• balance of financial performance;
• components of a list of insurance policies; and
• domestic and international reinsurance market development.

           
An insurance company must not accept reinsurance concerning risks 
for which reinsurance has already been ceded.

Ceded reinsurance and retention of risk
16 What requirements and restrictions govern the amount of 

ceded reinsurance and retention of risk by insurers?

If an insurance company cedes reinsurance as instructed by an insured 
person, the maximum amount of ceded reinsurance shall be 90 per cent 
of the liability insured.

In the case of finite reinsurance, after concluding a reinsurance 
agreement, the insurance company shall notify the MOF in writing of 
the main contents of the reinsurance agreement, purposes thereof and 
undertakings thereto in compliance with the applicable laws on insur-
ance business and accounting. The notice must be executed by the 
company’s legal representative.

Collateral
17 What are the collateral requirements for reinsurers in a 

reinsurance transaction?

Vietnamese laws do not require a reinsurer to post collateral in a rein-
surance transaction.

Credit for reinsurance
18 What are the regulatory requirements for cedents to obtain 

credit for reinsurance on their financial statements?

Insurance companies, including cedents, must prepare their financial 
statements in accordance with the laws on accounting and must peri-
odically report on their operations to the MOF. Prior to submission to the 
MOF, annual financial statements must be audited and certified by an 
independent auditing organisation legally operating in Vietnam.

In addition to periodical reports, insurance companies, including 
cedents, must also submit reports to the MOF upon the occurrence of 
any unusual event during the course of business, or when they fail to 
fulfil their financial undertakings to policyholders.

Insolvent and financially troubled companies
19 What laws govern insolvent or financially troubled insurance 

and reinsurance companies?

Insolvent insurance and reinsurance companies are subject to the 
Vietnamese Bankruptcy Law as well as the Vietnamese Law on 
Insurance Business and their guiding legal documents. According to the 
Law on Insurance Business, if there is a risk of insolvency, the insur-
ance or reinsurance company at risk must immediately notify the MOF 
of its current financial status, the reasons that resulted in the danger of 
insolvency, and remedial measures.

If an insolvent insurance or reinsurance company cannot fulfil its 
payment obligations as they fall due and, after implementing meas-
ures to recover solvency, continues to lack the financial ability to meet 
its payment obligations, its bankruptcy shall be dealt with under the 
Vietnamese Bankruptcy Law.

Claim priority in insolvency
20 What is the priority of claims (insurance and otherwise) 

against an insurance or reinsurance company in an insolvency 
proceeding?

According to the Vietnamese Bankruptcy Law, when an insurance or 
reinsurance company is declared bankrupt, the assets of the company 
will be applied in the following order:
• bankruptcy costs;
• unpaid wages, severance allowances, social insurance and health 

insurance of employees and other benefits in accordance with the 
executed labour contracts and collective labour agreement;

• debts arising subsequent to the commencement of the bankruptcy 
procedure and serving the purpose of business recovery; and

• financial obligations to the state, unsecured debts payable to the 
creditors named in the list of creditors, and secured debts that 
remain unpaid due to the value of the assets being insufficient to 
repay them.

 
Also, an insolvent insurance or reinsurance company may use the Fund 
for Protection of Insured Persons in accordance with the decision of the 
MOF terminating the application of measures to remedy the insolvency. 
The fund shall be used to pay out, among others, insurance proceeds, 
refunds (including premium refunds), or indemnity in accordance with 
the executed insurance contracts.
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Intermediaries
21 What are the licensing requirements for intermediaries 

representing insurance and reinsurance companies?

Insurance intermediaries in Vietnam comprise insurance agencies and 
insurance brokerage companies.

 
Insurance agencies
An insurance agency is an organisation or individual authorised by an 
insurance company (on the basis of an insurance agency contract) to 
conduct insurance agency activities. Individuals conducting insurance 
agency activities must be a Vietnamese citizen permanently residing in 
Vietnam, be at least 18 years old with full capacity for civil acts, and have 
an insurance agent’s practising certificate issued by an MOF-approved 
training establishment. Organisations conducting insurance agency 
activities must be legally established and operating, and the personnel 
directly conducting insurance agency activities must satisfy the condi-
tions applicable to individuals conducting insurance agency activities.

 
Insurance brokerage companies
An insurance brokerage company is a company conducting insurance 
broking activities such as the provision of information to insurance 
purchasers on types of insurance, policy terms and conditions, insur-
ance premiums and insurance companies, and consultancy to insurance 
purchasers on estimating risks and selecting the appropriate insurance 
company and insurance products.

A Vietnamese organisation or any individual (Vietnamese or foreign) 
contributing capital to establish an insurance brokerage company must:
• contribute capital in cash and must not finance the capital 

contribution by loans or entrusted investment capital from other 
organisations or individuals;

• if capital contribution is of 10 per cent or more of the charter 
capital, be profitable for at least three consecutive years imme-
diately preceding the year of applying for the establishment and 
operation licence;

• ensure that the difference between its equity and its legal capital is 
at least equal to the amount of capital intended for contribution; and

• where the shareholder or owner is an insurance enterprise, an 
insurance broker, a commercial bank, a financial company, or a 
securities company, ensure the maintenance and satisfaction of 
financial prudence conditions and be permitted by the competent 
agency to contribute capital under the applicable specialised laws.

 
A foreign organisation contributing capital to establish an insurance 
brokerage company must additionally:
• be a foreign insurance brokerage company permitted by the 

competent foreign agency to conduct insurance broking business 
in Vietnam;

• have at least seven years’ experience in the insurance brokerage 
sector; and

• have not committed any serious breach of the applicable laws on 
insurance broking business of the country where the enterprise 
has its head office for at least three years immediately preceding 
the year it applies for the establishment and operation licence 
in Vietnam.

INSURANCE CLAIMS AND COVERAGE

Third-party actions
22 Can a third party bring a direct action against an insurer for 

coverage?

Generally, a third party cannot bring a direct claim against an insurer 
under an insurance policy, unless the laws provide otherwise. 
Accordingly, an insurer shall directly compensate:
• a third party (under a liability insurance policy) if the insured is dead 

or lacks legal capacity; or
• a mortgagee, provided that the mortgaged property is insured, and 

the mortgagee has notified the insurer of the mortgage.

Late notice of claim
23 Can an insurer deny coverage based on late notice of claim 

without demonstrating prejudice?

Under the laws, an insurer can generally deny coverage based on late 
notice of claim, with the exception of:
• events of force majeure or any other objective interruption, the 

duration of which shall not be included when calculating the notice 
time limit; and

• cases where a policyholder proves that it did not know the date 
of occurrence of the insured event, in which case the notice time 
limit shall run from the date the policyholder becomes aware of the 
occurrence of the insured event.

Wrongful denial of claim
24 Is an insurer subject to extra-contractual exposure for 

wrongful denial of a claim?

If its claim has been wrongfully denied, a claimant may file a complaint 
against the insurer to the Insurance Administration and Supervision 
Department, which may investigate the matter and impose on the 
insurer a monetary penalty from 40 million dong to 60 million dong.

Defence of claim
25 What triggers a liability insurer’s duty to defend a claim?

Under the Law on Insurance Business, a liability insurer does not have a 
duty to defend a claim unless it is provided for in the insurance contract.

Indemnity policies
26 For indemnity policies, what triggers the insurer’s payment 

obligations?

In indemnity policies, the insurer’s liability shall arise only if a third party 
requests the insured to pay compensation for damage caused to such 
third party by the fault of the insured. Under the applicable insurance 
laws of Vietnam, the insurance policy can provide for the time limit for 
the insurer to pay the insurance proceeds or indemnity. Otherwise, the 
insurer must pay the insurance proceeds or indemnity within 15 days of 
the date of receipt of a complete and valid claim request.

Incontestability
27 Is there a period beyond which a life insurer cannot contest 

coverage based on misrepresentation in the application?

Vietnamese laws do not provide for any time bar against a life insurer’s 
contest of coverage based on misrepresentation in the application.
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Punitive damages
28 Are punitive damages insurable?

Vietnamese law does not recognise punitive damages. Therefore, in 
practice, insurance policies generally do not cover punitive damages.

Excess insurer obligations
29 What is the obligation of an excess insurer to ‘drop down and 

defend’, and pay a claim, if the primary insurer is insolvent or 
its coverage is otherwise unavailable without full exhaustion 
of primary limits?

The Law on Insurance Business allows policyholders to enter into insur-
ance contracts with two or more insurers to insure the same subject 
matter on the same conditions and for the same insured events. Upon 
the occurrence of an insured event, the liability of each insurer shall be 
according to the ratio of the agreed sum insured by that insurer to the 
total sum insured under all insurance contracts that the policyholder 
has entered into. The total sum of indemnity payable by all insurers 
shall not exceed the value of the actual damage.

Self-insurance default
30 What is an insurer’s obligation if the policy provides that the 

insured has a self-insured retention or deductible and is 
insolvent and unable to pay it?

The Law on Insurance Business is silent on this matter. Thus, an insur-
er’s obligation in the event the insured has a self-insured retention or 
deductible and is insolvent and unable to pay it would depend on the 
terms and conditions of the policy.

Claim priority
31 What is the order of priority for payment when there are 

multiple claims under the same policy?

The Law on Insurance Business does not regulate the order of priority 
for payment when there are multiple claims under the same policy. 
Therefore, it is subject to the parties’ agreement in the insurance policy.

Allocation of payment
32 How are payments allocated among multiple policies 

triggered by the same claim?

Upon the occurrence of the insured event, the liability of each insurer 
shall be according to the ratio of the agreed sum insured by that insurer 
to the total sum insured under all insurance contracts that the insured 
has entered into. The total sum of indemnity payable by all insurers 
shall not exceed the value of the actual damage.

Disgorgement or restitution
33 Are disgorgement or restitution claims insurable losses?

Whether disgorgement or restitution claims are insurable losses under 
Vietnam laws is uncertain. However, courts will enforce a duly executed 
insurance policy unless it is void or terminated according to the laws.

Under the laws, an insurance policy will be void:
• if the policyholder does not have an insurable interest;
• if, at the time the insurance contract is executed, the insured 

subject matter does not exist;
• if, at the time of entering into the insurance contract, the policy-

holder knows that the insured event has already occurred;
• if the policyholder or the insurer was guilty of fraud when entering 

into the insurance policy; or

• in other circumstances as stipulated by law.
 
In addition, under the laws, the insurance policy will be terminated if:
• the policyholder no longer has an insurable interest;
•   the policyholder does not pay the insurance premium in full or 

on time as per the insurance contract (unless otherwise agreed by 
the parties);

• the policyholder does not pay the insurance premium in full within 
the grace period as agreed in the insurance contract; or

• it is terminated in accordance with the Civil Code, for example, 
where the contract has been completed, cancelled or unilaterally 
terminated, or the parties agree to terminate the contract.

Definition of occurrence
34 How do courts determine whether a single event resulting 

in multiple injuries or claims constitutes more than one 
occurrence under an insurance policy?

Vietnam laws do not regulate this issue. According to the Civil Code, 
courts will likely interpret the scope of ‘occurrence’ based on its defi-
nition and usage in the insurance contract and general interpretation 
principles.

Rescission based on misstatements
35 Under what circumstances can misstatements in the 

application be the basis for rescission?

If an applicant intentionally provides false information to enter into an 
insurance contract, the Law on Insurance Business allows the insurer 
to suspend the implementation of an insurance policy unilaterally and to 
collect the insurance premium up until the time of suspension.

REINSURANCE DISPUTES AND ARBITRATION

Reinsurance disputes
36 Are formal reinsurance disputes common, or do insurers and 

reinsurers tend to prefer business solutions for their disputes 
without formal proceedings?

Formal reinsurance disputes are uncommon in Vietnam. Insurers and 
reinsurers generally prefer business solutions as the primary means to 
resolve their disputes without resorting to litigation or arbitration.

In Vietnam, case law is applied when the issue is not regulated by 
any existing statutory instruments. To date, no case law relating to rein-
surance disputes has been formally adopted as precedent.

Common dispute issues
37 What are the most common issues that arise in reinsurance 

disputes?

Reinsurance disputes are not common in Vietnam. The most recent 
dispute that is publicly available concerns the renewal time of the rein-
surance contract.

Arbitration awards
38 Do reinsurance arbitration awards typically include the 

reasoning for the decision?

Under the Law on Commercial Arbitration of Vietnam, unless the 
parties agree otherwise, an arbitral award must state the reasoning for 
the decision. This rule applies to any arbitral award, including reinsur-
ance arbitral awards issued by a tribunal located in Vietnam.
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Power of arbitrators
39 What powers do reinsurance arbitrators have over non-parties 

to the arbitration agreement?

Generally, under Vietnamese laws, arbitrators have no power over non-
parties to an arbitration agreement. The Law on Commercial Arbitration 
only allows the arbitrators to gather evidence and may request third 
parties to provide relevant materials and attend arbitration hearings.

Appeal of arbitration awards
40 Can parties to reinsurance arbitrations seek to vacate, modify 

or confirm arbitration awards through the judicial system? 
What level of deference does the judiciary give to arbitral 
awards?

Under the Law on Commercial Arbitration of Vietnam, an arbitral award 
will be legally effective as of the date on which it is made. However, within 
30 days of receiving the award, any party to the arbitration may petition 
the competent court to vacate the award. The petitioner must demon-
strate one of the following grounds to prevail:
• there was no arbitration agreement or the arbitration agree-

ment is void;
• the composition of the arbitration tribunal or arbitration proceed-

ings were inconsistent with the agreement of the parties or contrary 
to the Law on Commercial Arbitration;

• the dispute was not within the jurisdiction of the arbitral tribunal 
(the part of the award that falls outside the jurisdiction of the 
tribunal shall be set aside);

• the evidence supplied by the parties on which the arbitral tribunal 
relied to issue the award was forged, or an arbitrator received money, 
assets, or some other material benefit from one of the parties that 
affected the objectivity and impartiality of the arbitral award; or

• the arbitral award is contrary to the fundamental principles of the 
laws of Vietnam.

 
Normally, the judiciary will give substantial deference to arbitral awards. 
Although the court can vacate or confirm arbitral awards, it cannot 
modify the arbitral awards. The tribunal itself has the right to rectify 
obvious spelling or number errors in the arbitral award caused by a 
mistake or incorrect computation.

In the case of foreign arbitral awards, under the Civil Procedure 
Code of Vietnam the competent court may vacate an arbitral award under 
specified circumstances. The Code provides that a party has to request 
the competent court to recognise and enforce the foreign arbitral award. 
Normally, the judiciary will give substantial deference to the foreign arbi-
tral award and enforce it under international treaties to which Vietnam 
is a party or under the principle of reciprocity. Vietnam is a signatory to 
the New York Convention on the Recognition and Enforcement of Foreign 
Arbitral Awards of 1958.

REINSURANCE PRINCIPLES AND PRACTICES

Obligation to follow cedent
41 Does a reinsurer have an obligation to follow its cedent’s 

underwriting fortunes and claims payments or settlements in 
the absence of an express contractual provision? Where such 
an obligation exists, what is the scope of the obligation, and 
what defences are available to a reinsurer?

A reinsurer is not statutorily obliged to follow its cedent’s underwriting 
fortunes and claims payments or settlements in the absence of an 
express contractual provision. Accordingly, the laws leave these matters 
to be governed by the reinsurance agreement.

Good faith
42 Is a duty of utmost good faith implied in reinsurance 

agreements? If so, please describe that duty in comparison 
to the duty of good faith applicable to other commercial 
agreements.

Vietnamese laws require a general duty of good faith between contrac-
tual parties. Unlike other commercial agreements, under the Law on 
Insurance Business, the courts will construe ambiguities in insurance 
contracts in favour of insurance buyers.

Facultative reinsurance and treaty reinsurance
43 Is there a different set of laws for facultative reinsurance and 

treaty reinsurance?

Vietnamese laws only regulate reinsurance in general and do not have 
special provisions for facultative reinsurance or treaty reinsurance.

Third-party action
44 Can a policyholder or non-signatory to a reinsurance 

agreement bring a direct action against a reinsurer for 
coverage?

The policyholder or non-signatory to a reinsurance agreement cannot 
enforce the reinsurance contract against a reinsurer.

Insolvent insurer
45 What is the obligation of a reinsurer to pay a policyholder’s 

claim where the insurer is insolvent and cannot pay?

The Law on Insurance Business does not allow a policyholder to make 
a claim with the reinsurer. The law is also silent on the obligation of 
a reinsurer to pay a policyholder’s claim where the insurer is insolvent 
and cannot pay. The law leaves this matter to the agreement of the 
involved parties.

Notice and information
46 What type of notice and information must a cedent typically 

provide its reinsurer with respect to an underlying claim? If 
the cedent fails to provide timely or sufficient notice, what 
remedies are available to a reinsurer and how does the 
language of a reinsurance contract affect the availability of 
such remedies?

There are no specific requirements under Vietnamese law applicable to 
the notice and information provided by a cedent to its reinsurer under a 
reinsurance contract. Accordingly, the reinsurance contract would need 
to specify the type of notice and information that the cedent must provide 
to the reinsurer concerning an underlying claim and the available reme-
dies of the reinsurer. Subject to the terms of the reinsurance contract, 
the reinsurer may deny indemnification to a cedent under specified 
circumstances.

Allocation of underlying claim payments or settlements
47 Where an underlying loss or claim provides for payment 

under multiple underlying reinsured policies, how does 
the reinsured allocate its claims or settlement payments 
among those policies? Do the reinsured’s allocations to the 
underlying policies have to be mirrored in its allocations to 
the applicable reinsurance agreements?

The Law on Insurance Business does not require reinsurance agree-
ments to mirror the allocation principles in the underlying policies. 
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Under the legislation, the liability of reinsurers to cedents depends on 
the terms of the reinsurance contracts.

Review
48 What type of review does the governing law afford reinsurers 

with respect to a cedent’s claims handling, and settlement and 
allocation decisions?

The right to review a cedent’s claims handling, settlement and allocation 
decisions is not regulated under Vietnamese law. However, the reinsur-
ance contract may provide for such review rights.

Reimbursement of commutation payments
49 What type of obligation does a reinsurer have to reimburse 

a cedent for commutation payments made to the cedent’s 
policyholders? Must a reinsurer indemnify its cedent for 
‘incurred but not reported’ claims?

The Law on Insurance Business does not impose an obligation on a 
reinsurer to reimburse a cedent for commutation payments made to 
the cedent’s policyholders. Accordingly, the reinsurance contract could 
govern such obligation.

Extracontractual obligations (ECOs)
50 What is the obligation of a reinsurer to reimburse a cedent for 

ECOs?

The Law on Insurance Business does not impose an obligation on a 
reinsurer to reimburse a cedent for ECOs. Accordingly, the reinsurance 
contract could govern such obligation. It is usual for reinsurance contracts 
to relieve reinsurers from obligations to reimburse cedents for ECOs.

UPDATES & TRENDS

Key Developments
51 Are there any emerging trends or hot topics in insurance and 

reinsurance regulation in your jurisdiction?

It is expected that the Vietnam National Assembly will adopt the new law 
on insurance business in 2022, which will likely bring significant changes 
that may affect the insurance and reinsurance industries in Vietnam. The 
following are key takeaways from the draft discussed during 2021.

 
Operation of insurers
The current Law on Insurance Business generally prohibits insurers from 
conducting life and non-life insurance business simultaneously, except 
where a life insurer offers personal accident and healthcare insurance as 
a supplement to life insurance. The draft law retains the general prohibi-
tions, although the list of exceptions has been extended to permit:
• life insurers to offer health insurance;
• non-life insurers to offer health insurance or term-life insurance of 

up to five years; and
• health insurers to offer term-life insurance of up to five years.

The above proposals provide insurers with new opportunities to expand 
their business and grow their revenue.

 
Outsourcing activities
The draft law proposes a new provision on outsourcing activities 
which would allow insurers and reinsurers to negotiate and enter 
into contracts for third parties to perform part of their processes and 
operations. However, certain functions cannot be outsourced, including 
internal control, internal audit, and risk management.

 
M&A transactions subject to the approval of the MOF
Under the current Law on Insurance Business, the transfer of shares or 
capital from 10 per cent or more of the charter capital shall be subject 
to the approval of the Ministry of Finance (MOF). However, the draft law 
proposes that transactions resulting in the shareholder or member 
(i) holding 10 per cent or more of the charter capital or (ii) decreasing 
their ownership ratio to under 10 per cent of the charter capital shall be 
subject to the MOF’s approval.

 
Contents of insurance policy
The draft law allows the parties to freely decide on the provisions of the 
insurance policy. It no longer sets out mandatory provisions an insur-
ance policy must have.

 
Temporary insurance
The draft law proposes a new provision on ‘temporary insurance’ that 
will apply to life insurance. In particular, the insurer can issue temporary 
insurance to the policyholder when the insurer has received the insur-
ance application and the policyholder has paid the estimated insurance 
premium. The insurer and the policyholder can agree on the duration, 
sum insured, and conditions of the temporary insurance. The temporary 
insurance will end upon the acceptance or refusal by the insurer of the 
insurance or as otherwise agreed by the parties.

 
Dispute resolution
The draft law promotes the application of alternative dispute resolu-
tion in settling insurance disputes by requiring negotiation or mediation 
efforts before allowing the parties to bring the dispute to the competent 
courts or arbitral tribunals. This new provision facilitates the handling 
of more insurance cases by mediators, instead of by the court or arbitral 
tribunals.

 
Online insurance products and services
The draft law also allows insurance companies and insurance brokerage 
companies to introduce and promote their products and services on 
their websites to align with the technological progress of Industry 4.0. It 
also enables them to conclude various insurance contracts on websites 
or apps, or via electronic trading floors.



Jurisdictions
Australia Herbert Smith Freehills LLP

Austria CMS Reich-Rohrwig Hainz

China Jincheng Tongda & Neal

Denmark Poul Schmith/Kammeradvokaten

European Union CMS Reich-Rohrwig Hainz

Germany Clyde & Co LLP

India Tuli & Co

Israel Kennedys Law LLP

Japan Nagashima Ohno & Tsunematsu

Russia CMS Russia

South Korea Yoon & Yang LLC

Spain Bird & Bird LLP

Sweden Advokatfirman Hammarskiöld

Switzerland Lenz & Staehelin

Turkey Cavus & Coskunsu Law Firm

United Kingdom Debevoise & Plimpton LLP

USA Sullivan & Cromwell LLP
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