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Introduction

Vietnam continues to demonstrate strong potential in renewable energy development. In 
2023, PDP VIII marked a signihcant sfi’t in Vietnam-s energy strategy, witf a strong ’ocus 
on renewable energy, grid stability and transitioning to a low'carbon economy in alignment 
witf Vietnamzs commitment to net'5ero emissions by 20j0. In accordance witf PDP VIII, 
several legal documents fave been issued to support tfe implementation o’ its obSectives.

Despite its ambitious obSectives, tfe implementation o’ PDP VIII  fas encountered 
signihcant legal and regulatory cfallenges. xpecihcally, wfile tfe approved capacity ’or 
solar and fydropower proSects fas eAceeded tfe plan targets, tfere are no establisfed 
legal procedures in place to enable necessary adSustments or prioritise proSects. 6lso, 
tfe maSority o’ approved gas'hred power proSects fave eAperienced substantial delays, 
wficf may undermine tfe ’easibility o’ electricity supply during tfe 202–(2030 period and 
Seopardise overall energy security, particularly in tfe nortfern region.

In ligft o’ eAisting cfallenges, 202j marked a period o’ signihcant regulatory evolution, 
witf tfe issuance and revision o’ key legal instruments governing tfe sector, including but 
not limited to PDP VIII, Law on Electricity, amended Direct Power Purcfase 6greement 
)DPP68 scfeme, sel’'consumption and sel’'production roo’top solar energy and otfer 
numerous guiding legislations. Tfese cfanges are anticipated to catalyse a ’undamental 
trans’ormation in tfe renewable energy landscape, aligning witf tfe country-s long'term 
sustainability and energy transition goals.

Year in review

Tfe legislative landscape governing Vietnam-s renewable energy sector fas undergone 
notable trans’ormations, particularly ’ollowing tfe issuance o’ Power Development 
Plan VIII )PDP H8 and its Implementation Plan. 1owever, PDP H fas revealed several 
critical sfortcomings, including imbalances in regional energy allocation and a lack 
o’ cross'border transmission in’rastructure. 6s a result, on Mj 6pril 202j, tfe Prime 
7inister issued Decision No. /–HQ4D'TTg to revise PDP H. Tfis amendment reKects tfe 
government-s ongoing e’’orts to realign energy planning witf practical implementation 
needs and regional demands.

Legislative progress in 202W also marked a turning point ’or tfe electricity and renewable 
energy sectors, witf tfe issuance o’ tfe Law on Electricity 202W and several guiding 
decrees. Tfese developments fave felped establisf a more cofesive legal ’ramework 
aimed at resolving previously ambiguous issues. Gey regulatory advancements include 
tfe introduction o’ legal instruments governing amended DPP6 scfeme and detailed 
regulations on electricity planning ( o’’ering mucf'needed clarity ’or investors and proSect 
developers.

1owever, tfe current legal ’ramework remains incomplete. :file signihcant strides 
fave been made, several material issues ’rom tfe previous regime remain insu9ciently 
addressed. Notable gaps, sucf as comprefensive guidelines on grid access, pricing 
mecfanisms and investor protection, are still awaiting clarihcation. 6s a result, investors, 
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particularly tfose pursuing greenheld developments, continue to adopt a cautious 
wait'and'see approacf.

Policy and regulatory framework

Tfe policy background

Policy ’actors underpinning renewable energy ’ramework

Uenerally, Vietnam-s renewable energy ’ramework is underpinned byB )M8 Resolution No. 
;3/QN4'ZCTV41Mj specialised supervision on tfe implementation o’ policies and laws 
on energy development in tfe period 20M–'202MO )28 tfe Prime 7inister-s commitment to 
Vietnam-s goal o’ acfieving Net qero by 20j0 at ‘FP 2– and ‘FP 2HO )38 tfe sfortcomings 
in tfe implementation o’ tfe PDP HO and )W8 tfe need ’or timely legislative re’orm to address 
emerging issues and ensure regulatory coference.

Tfe policy background fas an amplihed impact on all aspects o’ tfe renewable energy 
’ramework, particularly tfe ’ollowing.

M. Electricity Law 202W as tfe ’oundational statuteB tfe Law on Electricity 202W is 
designed to serve as tfe overarcfing legal ’oundation ’or Vietnam-s electricity 
sector. Znlike previous versions, tfis law was dra’ted at a figf level o’ generality, 
setting out core principles and key provisions applicable across tfe industry. 
Tfe goal ’or tfis law is to minimise tfe need ’or ’reJuent amendments at tfe 
statutory level, tfereby preserving tfe stability o’ tfe legal fierarcfy and avoiding 
unnecessary disruption to implementing regulations.

2. Detailed regulations delegated to subordinate legislationB tfe specihcs o’ electricity 
market operations, licensing, pricing mecfanisms and otfer tecfnical or procedural 
matters will be addressed in decrees and sub'law instruments. Tfis delegation 
allows tfe government to adapt more swi’tly to tecfnological advances, market 
cfanges and policy priorities witfout waiting ’or revisions to tfe main law. Znder 
tfe new approacf, decrees and tfe implementation o’ regulations will ’ollow 
a sfortened legislative cycle, enabling autforities to address emerging issues 
promptly as tfey arise. Instead o’ waiting ’or periodic comprefensive reviews, tfe 
principle guiding tfis ’ramework is •immediate resolution over delayed re’orm-.

3. Tfe growtf o’ electricity capacity by 2030, witf a ’ocus on renewable energyB 
under tfe revised PDPH, total installed capacity is proSected to reacf between 
MH3,2;M7: and 23–,3–37:, representing a 30(j0 per cent increase ’rom tfe 
previously approved Mj0,WH;7:. Renewable energy will play a central role in tfis 
growtfB solar power capacity is eApected to rise signihcantly nearly siA’old, ’rom 
M2,H3–7: to /3,WM–7:O onsfore and nearsfore wind power ’rom 2M,HH07: to 
3H,02;7:, and fydropower also ’rom M2,H3–7: to /3,WM–7:.

W. Reduce tfe proportion o’ coal'hred powerB tfe government is moving to reduce tfe 
proportion o’ coal'hred power in tfe national energy miA. @rom now until 2030, only 
coal'based power proSects already in tfe planning pfase or under construction will 
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be permitted to continue. Tfe strategic direction is to gradually transition eAisting 
coal'hred plants to alternative ’uels sucf as biomass and ammonia, marking a 
signihcant policy sfi’t toward cleaner tfermal energy solutions. Looking ’urtfer 
afead, tfe national orientation ’or 20j0 is to ’ully eliminate coal'based electricity 
generation.

Pricing ’ramework

Tfe @IT mecfanism ’or solar and wind proSects is no longer applied, but numerous related issues remain 
unresolved

Znder tfe Electricity Law 202W, electricity tari’’s must ’ollow a state'regulated market 
mecfanism, aligned witf tfe level o’ development o’ tfe competitive electricity market.[1] 
Tfis reKects a policy sfi’t away ’rom tfe @IT mecfanism, wficf is no longer considered a 
part o’ tfe xtate-s electricity development strategy. In ’act, @IT scfemes ’or solar and wind 
power proSects fave already eApired. :file tfe @IT regime ’or otfer renewable sources 
sucf as biomass fas not been ’ormally repealed, tfe policy direction embedded in tfe 
Electricity Law 202W suggests tfat its continuation is unlikely.

@uture proSects entitled to @IT pricing are no longer anticipated. 1owever, unresolved issues 
remain concerning proSects tfat were delayed in securing @IT pricing in tfe past. Fn M0 
December 202W, tfe Uovernment issued Resolution No. 233QN4'‘P addressing ongoing 
issues related to tfe application o’ @eed'in Tari’’ )@IT8 pricing ’or solar and wind energy 
proSects. Tfe Resolution endorses tfe 7inistry o’ Industry and Trade-s )7FIT8 Report No. 
M0/0QC‘'C‘T, agreeing on principles and solutions to resolve di9culties, especially ’or 
sucf proSects delayed in receiving @IT pricing. Tfe 7FIT is tasked witf reviewing individual 
cases to ensure transparency and prevent waste or undue advantage.

@ollowing tfis, tfe 7FIT issued Report No. M20QC‘'C‘T on resolving di9culties in enSoying 
@IT prices, outlining payment solutionsB

M. 2j solar proSects )M,2/H7:p8 paid under @ITM will temporarily apply @IT2O

2. ;3 solar proSects )/,2j/7:p8 under @ITMQ2 will temporarily apply tfe transitional 
ceiling priceO

3. MW wind proSects )–W;7:8 will also sfi’t to tfe transitional ceiling priceO

W. proSects witf accepted results witfin tfe @IT period continue to apply tfeir agreed 
@IT ratesO and

j. ’or proSects witfout acceptance approval, EVN will temporarily pay F&7 costs in 
line witf tfe 7inistry o’ Industry and Trade-s Document No. 2M0QC‘T'DL dated M3 
7arcf 202j.

Tfe recognition o’ market pricing mecfanisms tfrougf retail electricity prices

Cesides tfe @IT issues, Decree No. /2Q202jQND'‘P marks a signihcant policy sfi’t 
in  Vietnam-s  electricity  retail  pricing  ’ramework.  Tfe  Decree  introduces  a  more 
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market'oriented approacf, acknowledging tfat electricity retail prices must reKect actual 
production and operational costs. Znder 6rticle 3 o’ Decree /2, electricity retail prices 
will be reviewed annually, based on disclosed production and business costs ’rom tfe 
preceding two years. 6dditionally, intra'year adSustments are allowed to respond to maSor 
Kuctuations in input costs. Tfe mecfanism enablesB

M. EVN to adSust electricity prices wfen tfe average retail price decreases by at least 
M per cent or increases by at least 2 per cent compared to current levelsO and

2. i’ tfe proposed adSustment involves an increase o’ M0 per cent or more, tfe 7FIT 
must coordinate witf otfer ministries to evaluate and submit tfe matter to tfe 
Uovernment ’or approval.

Tfis updated ’ramework introduces pricing KeAibility ’or electricity market participants, 
wfile ensuring regulatory control remains in place to protect public and economic interests 
during tfe transition toward a competitive power market.

Investment incentives

Renewable energy is one o’ tfe sectors tfat is entitled to enSoy special investment 
incentives.[2] xpecial investment incentives normally take tfe ’orm o’ taA incentives, 
land rental eAemption or reduction, accelerated depreciation and increasing deductible 
eApenses upon calculation o’ taAable income.[3]

Depending on tfe specihc case, tfe taA incentives may includeB

M. a Mj'year period witf reduced corporate income taA rate )i.e., reduced rate o’ M0 per 
cent as opposed to tfe customary 20 per cent8.[4] In some special cases tfat meet 
certain statutory conditions, tfe applicable corporate income taA rate could go as 
low as j per cent ’or tfe period o’ 3/ yearsO[5]

2. a W'year eAemption ’rom corporate income taA, ’ollowed by a ;'year period witf a 
j0 per cent reduction in corporate income taA.[6] In some special cases tfat meet 
certain statutory conditions, a renewable energy proSect may be entitled to a –'year 
eAemption, ’ollowed by a M3'year period witf a j0 per cent reduction in corporate 
income taAO[7] and

3. an import taA eAemption ’or certain imported items.

Depending on specihc cases, tfe land rental eAemption and reduction could includeB

M. an eAemption to land rental ’or tfe period o’ basic construction )no more tfan tfree 
years8O[8] and

2. additional period o’ land rental eAemption )e.g., anotfer )M8 MM years in an ordinary 
caseO[9] and )28 Mj years i’ tfe proSect is located in areas ’acing social'economic 
di9culties8.[10]
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It is wortf noting tfat o’’sfore wind power proSects may beneht ’rom specihc incentives 
and support i’ approved by M Nanuary 203M and faving a minimum capacity o’ –,0007: 
)i’ supplying electricity to tfe national grid8. Gey incentives includeB[11]

M. sea area levyB eAemption ’or up to tfree years during constructionO and j0 per cent 
reduction ’or M2 years tferea’terO

2. land levyQrentB eAemption ’or up to tfree years during constructionO and

3. power purcfase commitmentB a minimum long'term contracted Juantity o’ H0 per 
cent during tfe loan repayment period )up to Mj years8, unless otferwise agreed 
between tfe investor and tfe power purcfaser.

F’ ’urtfer note, proSects witf electricity storage systems )e.g., CExx8 tfat are connected 
to tfe national grid are prioritised ’or mobilisation during peak fours.[12]

Encouragement o’ tecfnology ancillary to renewables

Vietnam  fas  detailed  policies  to  promote  tfe  development  o’  renewable  energy 
tecfnology.

Znder tfe laws on tecfnology trans’er, renewable energy'related tecfnology is included in 
tfe list o’ tecfnologies encouraged ’or trans’er. xome eAamples includeB[13]

M. figf'e9ciency biomass material utilisation tecfnologyO

2. solar panel manu’acturing tecfnologyO

3. tecfnology ’or energy production ’rom solar, wind, biomass, solid waste at industrial 
capacityO

W. smart grids tecfnologyO and

j. advanced energy storage tecfnology.

6dditionally,  fydrogen  energy  is  considered  a  figf'tecf  product  encouraged  ’or 
development under tfe laws on figf'tecf.[14]

In general, tecfnologies promoted ’or trans’er, and figf'tecf products prioritised ’or 
development can access specihc government ’unding and subsidies, as well as enSoy 
attractive taA and land rental incentives.

Tfe regulatory and consenting ’ramework

Regulatory ’ramework

Uenerally, renewable energy regulatory ’ramework is governed by two levels o’ lawB

M. Ueneral lawsB tfese apply to all proSects, including renewable energy proSects. Tfey 
encompass laws and guiding decrees and circulars governing planning, investment, 
land, construction, environment, hre prevention and otfer relevant areas.
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2. Renewable energy'specihc regulationsB in addition to tfe general legal ’ramework, 
renewable energy proSects are subSect to sector'specihc regulations. 6s outlined in 
Item III)i8, tfe key instruments includeB )M8 Tfe Law on Electricity 202W ( tfe principal 
legislation governing all electricity activities )notably, tfe Law on Electricity 202W 
dedicated a separate ‘fapter 3 ’or renewable energy and new energy development8O 
and )28 xubordinate regulations tfat address specihc aspects o’ tfe electricity 
sector and are subSect to periodic amendment to meet evolving policy needs and 
market dynamics. Notable recent regulations includeB

O Electricity PlanningB Decree No. j–Q202jQND'‘PO

O Direct Power Purcfase 6greements )DPP68B Decree No. j/Q202jQND'‘P 
consumersO

O xel’'Production and xel’'‘onsumption Renewable Enegy Power xourcesB 
Decree jHQ202jQND'‘PO

O Electricity Fperation LicensingB Decree No. –MQ202jQND'‘PO

O Electricity Trade and xupply ‘apacityB Decree No. MHQ202jQND'‘PO and

O Electricity Retail PricingB Decree No. /2Q202jQND'‘P.

Notably, tfe legislative approacf in tfe electricity sector is increasingly sfi’ting towards a 
dynamic, need'based model, allowing ’or more ’reJuent and timely updates to subordinate 
legislation. 6s a result, tfe decrees listed above may be revised or replaced to reKect 
cfanges in policy direction or market demands.

Gey regulatory bodies

Tfe 7FIT, particularly tfrougf tfe Electricity Regulatory 6utfority, and its provincial 
departments, namely Department o’ Industry and Trade )DFIT8, ’unction as tfe main 
regulatory bodies ’or renewable energy proSects. Tfe 7FITzs responsibilities include 
developing power development plans, autforising certain licensing processes ’or proSect 
development based on specihc capacity reJuirements )eAcept tfose under tfe DFIT-s 
autfority8, signing public'private partnersfip agreements and ’ostering a competitive 
power market.

Ftfer 7inisterial'level bodies and tfeir provincial departments are also involved during 
proSect development. @or instanceB

M. tfe 7inistry o’ 6gricultural and Environment and its provincial departments 
)as applicable8 are responsible ’or approving environmental impact assessment 
reports and issuing environmental permitsO and

2. tfe 7inistry o’ @inance, tfe 7inistry o’ Public xecurity, tfe 7inistry o’ De’ense 
and tfe 7inistry o’ @oreign 6’’airs may be involved in assessing areas sensitive to 
national security in relation to ’oreign'invested proSects.

Provincial People-s ‘ommittees, tfe figfest local administrative body, also play a vital role 
in proSect development. Eacf People-s ‘ommittee and its subordinate bodies are tasked 
witf approving investment proSects, allocating or leasing land or sea areas, managing tfe 
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land clearance process and approving various licensing procedures tfrougfout proSect 
development.

Gey regulatory approvals

xubSect to eacf particular proSect, tfe regulatory approvals reJuired may vary. 7ost o’ 
tfe utility'scale renewable proSects )e.g., wind ’arm or solar ’arm8 involve utilising land 
’or proSect development. Tfese proSects are typically subSect to a more stringent set o’ 
regulatory approvals. @or tfe purposes o’ tfis ‘fapter, we will outline tfe key approvals 
’or utility scale renewable energy proSects.

Establisfing proSect ( in'principle investment approval )IPI68 andQor investment registration certihcate )IR‘8

xince renewable energy proSects o’ten involve land use )eAcept in certain cases sucf as 
roo’top solar proSects8, tfey are typically subSect to obtaining an IPI6. Depending on tfe 
proSect-s scale, location and environmental impact, tfe IPI6 can be issued by National 
6ssembly, tfe Prime 7inister or tfe Provincial People-s ‘ommittee.[15]

Tfe IPI6 may be issued witf or witfout an identihed investor. xpecihcally ’or proSects 
subSect to competitive investor selection procedures, sucf as land use rigft auctions or 
proSect bidding, tfe IPI6 is issued to approve, among otfer matters, tfe proSect and tfe 
metfod o’ investor selection. @ollowing tfe issuance o’ tfe IPI6, tfe competent autfority 
will carry out tfe investor selection process to identi’y tfe proSect investor.[16] Fn tfe 
otfer fand, IPI6 can also be issued to approve ’or an identihed investor in tfe case tfat 
tfe competitive investor procedure is eitfer not reJuired )e.g., cases wfere tfe investor 
already folds law’ul land use rigfts ’or proSect implementation )eAcept wfere sucf rigfts 
are subSect to revocation8, proSects located witfin industrial 5ones or figf'tecf parks, 
concentrated digital tecfnology 5one, etc.8.[17]

Regarding  bidding  reJuirements  in  tfe  renewable  energy  sectorO  applicable  legal 
’ramework is primarily governed by tfe Law on Cidding and tfe recently issued Decree No. 
j–Q202jQND'‘P. Znder tfe Law on Cidding, bidding procedures apply, among otfers, toB 
)M8 investment proSects involving land use tfat are subSect to bidding in accordance witf 
tfe law on landO and )28 investment proSects reJuired to undergo bidding as prescribed by 
specialised sectoral laws.[18] Prior to tfe issuance o’ Decree No. j–Q202j, it was debatable 
wfetfer a renewable energy proSect was reJuired to undergo a bidding process due to tfe 
absence o’ detailed regulations. Nevertfeless, tfe issuance o’ tfis Decree fas provided 
mucf needed clarity regarding tfe applicability o’ bidding reJuirements to tfese types o’ 
proSects. 6ccordingly, a power proSect is eligible ’or competitive bidding i’ tfe ’ollowing 
criteria are metB[19]

M. tfe proSect must be listed in tfe National Power Development Plan ’or 202M(2030, 
witf a vision to 20j0O or in tfe Provincial Planning ’or 202M(2030, witf a vision to 
20j0O

2. at least two investors must eApress interest in tfe proSectO and

3. tfe proSect must ’all witfin one o’ tfe ’ollowing categoriesB )M8 gas'hred or coal'hred 
tfermal power proSects or )28 renewable energy proSects, including solar power, wind 
power, fydropower or biomass power.
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@ollowing IPI6 issuance, a ’oreign investor or deemed ’oreign investor[20] is reJuired to 
obtain an investment registration certihcate ’rom tfe provincial Department o’ @inance 
)DF@8 or IndustrialQEconomic qone 6utfority.[21] @or domestic investors, obtaining an IR‘ 
is optional, unless otferwise stipulated by applicable regulations.

Establisfing xPV ( enterprise registration certihcate

6 special purpose veficle )xPV8 is commonly set up by investors to implement tfe proSect 
and assume tfe borrower-s role in tfe proSect hnancing model )as discussed below8. 6n 
enterprise registration certihcate typically issued by tfe DF@ is reJuired ’or establisfment 
o’ tfe xPV.

xecuring tfe land ( certihcate o’ land use rigft )land use rigft title8

Land plays a vital role in utility'scale renewable energy proSects. Tfe land clearance proSect 
is usually undertaken by tfe state autforities, witf hnancing typically coming ’rom tfe 
proSect developer. Tfe land clearance process is o’ten tfe most time'consuming stage 
in tfe duration o’ tfe proSectzs development. :fen tfe land clearance is completed, tfe 
cleared land will be leased ’rom tfe state to tfe proSect developer. Fnce tfe proSect 
developer fas ’ulhlled any applicable hnancial obligations )i’ any8 related to tfe land, a 
certihcate o’ land use rigfts, serving as tfe title document ’or tfe proSect developer-s land 
use, will be issued to tfem.[22]

Ensuring environmental compliance ( environment'related approvals

Ztility'scale renewable energy proSects are subSect to various environmental compliance 
obligations. Two key approvals typically reJuired ’or sucf proSects are tfe approval o’ tfe 
environmental impact assessment and tfe acJuisition o’ environmental permits.

‘ommencing construction ( construction'related approvals

Depending on various ’actors, a renewable energy proSect may be subSect to multiple 
permits and approvals related to construction. 6’ter securing investment approvals, tfe 
proSect developer must conduct a construction ’easibility study, ’ormulate tecfnical and 
construction designs )including hre prevention design8, obtain feigft clearance approval 
)’or wind ’arm proSects8 and, hnally, obtain tfe appraisal results o’ tfe construction design 
based on tfe ’undamental design[23] or tfe construction permit )as tfe case may be, unless 
otferwise eAempted in accordance witf tfe laws8 as tfe hnal approval'seeking step to 
commence construction.

‘ommissioning tfe proSect ( commissioning approval

Uenerally, commissioning approvals include tfe ’ollowing.

M. ‘onstruction acceptance approval – normally, utility scale renewable energy 
proSect reJuires tfe competent xtate autfority )i.e., ‘ouncil ’or xtate Inspection 
o’ ‘onstruction Pre'commissioning Test establisfed by tfe Prime 7inister or tfe 
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specialised construction body o’ tfe 7FIT, as tfe case may be8 to conduct tfe 
inspection on pre'commissioning test o’ tfe construction.[24]

2. Electricity operation licence ( unless otferwise eAempted by law,[25] entities 
engaging in electricity'related activities ( including generation, transmission, 
distribution, wfolesale or retail ( are legally reJuired to obtain an electricity 
operation licence.[26] Tfe electricity operation licence can be issued by tfe 7FIT 
or tfe provincial People-s ‘ommittee )as tfe case may be8.[27]

3. ‘FD approval ( ‘FD testing and approval process ’ollows tfe guidelines ’rom EVN 
under Decision No. WjWQ4D'EVN )as amended and replaced ’rom time to time8.

Renewable energy project development

ProSect hnance transaction structures

In tfe renewable energy sector, proSect hnance is typically based on tfe PP6. Znder current 
regulations, a PP6 may be entered into witf eitfer o’’'taker as ’ollowsB )M8 EVN, in tfe ’orm 
o’ a conventional PP6 or a virtual DPP6O or )28 large power consumers, in tfe ’orm o’ a 
pfysical DPP6.

:fere tfe PP6 is to be entered into witf EVN, it must ’ollow a standard ’orm mandated by 
Vietnamese law. Tfe terms are generally considered not to ’ollow international standards 
and more ’avourable to EVN. In practice, it sfould be eApected tfat tfere is low KeAibility 
’or EVN to deviate ’rom tfis standard ’orm. Tfese issues, along witf tfe past uncertainty 
o’ tfe policies and tari’’ concerns, a’’ect tfe bankability o’ renewable energy proSects in 
Vietnam.

:fere tfe PP6 is to be entered into witf large power consumers under a pfysical DPP6, tfe 
parties are generally ’ree to agree on tfe contractual terms, provided tfat tfe key figf'level 
substantive elements reJuired by law are preserved.[28] :file tfe bankability o’ sucf PP6 
arrangements is generally viewed as more ’avourable tfan tfose witf EVN, tfe reJuirement 
tfat electricity tari’’s remain subSect to a statutory ceiling determined by governmental 
autfority ’rom time to time[29] may pose a cfallenge to bankability.

‘ommon proSect hnancing structure

Tfe sponsors set up tfe xPV to implement tfe renewable energy proSect. Tfe xPV-s 
operation )including developing tfe proSect8 is ’unded tfrougf tfe ’ollowing.

M. EJuity stake o’ tfe sponsorsB at present, tfere is no regulation speci’ying tfe 
minimum proportion o’ capital contribution relative to tfe total investment capital 
’or renewable energy proSects, eAcept in tfe case o’ o’’sfore wind proSects. @or 
o’’sfore wind proSects, tfe regulations reJuire tfat )M8 tfe capital contributed to 
tfe proSect must account ’or at least Mj per cent o’ tfe total estimated investment 
capital, and )28 tfe eJuity ratio must be at least 20 per cent.[30]

2.
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Debt hnancingB debt hnancing could be provided by eitfer commercial loans or 
development hnance institutions )e.g., International @inance ‘orporation or 6sian 
Development Cank8, or EAport ‘redit 6gencies. Typical securities ’or hnancing 
include )witfout limitation to8B

O sponsors- eJuity in tfe xPVO

O xPV-s  assets,  including  real  properties  )e.g.,  land  use  rigfts  and 
constructions8, eJuipment and otfer pfysical and tangible assetsO

O revenue pledge ( casf Kows and ’uture revenues ’rom tfe PP6 are directed 
towards repaying tfe loanO

O sponsors- assetsO

O debt service reserve accountsO and

O sponsors- guarantee.

It is important to note tfat ’oreign lenders are not permitted to take a mortgage over any 
real property )sucf as land use rigfts and assets attacfed to land8 belonging to tfe xPV 
or tfe sponsors.[31] ‘onseJuently, special structures are typically employed to mitigate tfe 
credit risks associated witf interests in real property. Tfese structures include syndicated 
loans involving local Vietnamese banks or obtaining irrevocable bank guarantees ’rom 
reputable local Vietnamese banks.

6notfer ’actor wortf mentioning is tfe absence o’ lenders- step'in rigfts ( a rigft tfat 
allows lenders to •step'in- and assume tfe rigfts and obligations o’ tfe xPV under critical 
proSect contracts )sucf as o’’take contracts like PP68 in tfe event o’ de’ault. Tfe current 
standard ’orm does not include any provision ’or step'in rigfts ’or tfe lenders. Tfere’ore, to 
implement sucf step'in rigfts, a mutual agreement must be reacfed between tfe lenders, 
xPV and EVN on a case'by'case basis. 1owever, it is currently impractical ’or EVN to 
agree to sucf terms. Tfat said, witf tfe introduction o’ tfe pfysical DPP6 mecfanism, 
it is eApected tfat step'in rigfts may increasingly be incorporated into privately negotiated 
PP6s. Nonetfeless, tfe en’orceability o’ sucf rigfts under Vietnamese law and in practice 
remains uncertain.

@oreign lenders and local Vietnamese credit institution

@oreign lenders may provide larger volumes o’ hnancing at reduced costs. 1owever, 
’oreign hnancings may be subSect to stringent reJuirements. @or eAampleB

M. 7edium' to long'term ’oreign loans are reJuired to be registered witf tfe xtate Cank, 
eitfer at its feadJuarters in 1anoi or at its provincial brancfes, depending on tfe 
loan volume.[32] @urtfer, cfanges to sucf registered ’oreign loans )e.g., cfanges 
in interests, repayment scfedule or metfod o’ repayment8 may also need to be 
registered ’rom time to time.

2. xfort'term loans, tfougf not reJuiring registration, are eAclusively designated ’or 
sfort'term payables and ’oreign debts restructuring.[33] @oreign loans generally 
)including sfort,  medium and long'term loans8 cannot be used to rehnance 
domestic loans.
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3. @oreign loan is also subSect to borrowing limits. ‘urrently, tfere are two borrowing 
limits as ’ollowsB

O proSect'based borrowing limitB ’oreign borrowing is limited to tfe allocated 
portion witfin tfe registered investment capital ’or a specihc proSectO[34] and

O nationwide ’oreign borrowing limitB tfe ’oreign borrowing must be witfin tfe 
total limit on ’oreign commercial loans establisfed by tfe Prime 7inister.[35]

Znlike ’oreign lenders, local Vietnamese credit institutions fave tfe distinct ability to 
take mortgages over real property located in Vietnam. Tfis distinctive advantage enables 
Vietnamese banks to play a signihcant role even in proSects predominantly hnanced by 
’oreign sources.

Principal documentation ’or proSect hnancing

Principal documents ’or proSect hnancing in Vietnam includeB

M. ’acility agreement ( tfis outlines tfe terms and conditions o’ tfe ’acilityO

2. inter'creditors agreement )i’ applicable8 ( agreements between di’’erent classes 
o’ lenders, detailing tfeir respective rigfts and priorities in tfe event o’ de’ault or 
bankruptcyO

3. security documents ( tfese include mortgage deeds, pledges or otfer instruments 
securing lenders- interestO

W. proSect agreements ( tfese include supplier and o’’take agreements sucf as EP‘ 
contracts, eJuipment supply contracts and PP6O

j. hnancial documents ( tfese include hnancial statements, proSections and otfer 
hnancial in’ormation related to tfe proSectO

–. legal opinion ( opinions ’rom tfe legal counsel a9rming tfe legality o’ tfe proSect 
and en’orceability o’ tfe proSect agreements.

/. accounts  set'up  agreements  (  tfese  include  tfe  escrow account  or  DRx6 
arrangementsO

H. permits and licences ( documentation demonstrating tfat tfe proSect fas obtained 
all necessary permits, licences and regulatory approvalsO and

;. guarantees and indemnities ( guarantees provided by sponsors or otfer entities 
)e.g., local Vietnamese banks8 to backstop tfe proSectzs obligations and indemnities 
against certain risks.

M0. Power purcfase

F’’'takers

‘urrently, tfe main renewable energy o’’'takers include EVN and large power consumers 
tfat are eligible to participate in tfe DPP6 mecfanism. Tfe criteria ’or DPP6 participation 
include, among otfers, tfe power generation capacity )applicable ’or virtual DPP68 and 
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tfe power consumption as determined by tfe 7FIT in accordance witf eacf development 
period o’ tfe electricity system.[36]

It is notewortfy tfat tfe electricity tari’’, even in tfe case o’ a pfysical DPP6, is subSect to 
a cap under tfe electricity price ’ramework approved by tfe Prime 7inister.[37]

Renewable energy credits

Uenerally, tfe renewable energy credit market in Vietnam is at its early stage. @ocus fas 
been put on development and deployment o’ renewable energy capacity ratfer tfan on 
promoting a robust market ’or renewable energy certihcates.

‘urrently, Vietnam is per’ecting its legal ’ramework to support tfe domestic carbon credit 
market, witf an aim o’ establisfing and eAperimenting carbon credit trading plat’orm up to 
tfe end o’ 202H.[38] 6t tfis moment, Vietnam is planning ’or trial operation ’rom tfe middle 
o’ 202j.[39]

‘orporate power purcfase market

Ce’ore tfe introduction o’ tfe DPP6 mecfanism, corporate PP6s )or non'EVN PP6s8 were 
primarily entered between on'site o’’'takers and roo’top solar power generators. Tfe most 
common arrangement involved a ’actory operator purcfasing electricity generated ’rom a 
roo’top solar system installed on tfe roo’ o’ its own premises.

:itf  tfe  DPP6  mecfanism  now  in  place  and  a  clearer  legal  ’ramework  ’or  tfe 
sel’'production and sel’'consumption o’ roo’top solar power, on'site o’’'takers wfo are 
not classihed as large power consumers )and tfus ineligible to participate in tfe DPP6 
mecfanism8 are no longer permitted to directly purcfase electricity ’rom tfe non'EVN 
entities. In otfer words, tfe corporate power purcfase market in Vietnam is now eApected 
to sfi’t its ’ocus primarily to DPP6 arrangements.

:folesale market arrangement

Vietnam operates a power pool system, wfere electricity producers sell tfeir power to tfe 
Vietnam :folesale Electricity 7arket. Tfis centralised pool allows generators to o’’er tfeir 
electricity into tfe market, and buyers, sucf as distribution companies, purcfase electricity 
’rom tfe pool based on tfeir demand reJuirements. Tfe price o’ electricity in tfe pool is 
determined based on ’actors sucf as supply and demand dynamics and generation costs.

Non'proSect hnance development

Non'proSect hnance development, especially corporate hnance, is also utilised ’or certain 
renewable energy proSects in Vietnam. 1owever, corporate hnance is typically conhned to 
small'scale proSects, particularly roo’top solar power installations witf minimal capacity.

Distributed and residential renewable energy
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Znder tfe amended PDPH, tfe sfare o’ renewable energy fas been signihcantly increased, 
witf a particular empfasis on solar energy. Tfe proportion o’ solar energy is set to rise 
’rom H.j per cent to between 2j.3 per cent and 3M.j per cent[40] o’ tfe total power miA. 
6s a result, solar energy, especially roo’top solar installations, remains a strategic area 
o’ investment in Vietnam. Tfese installations fave played a pivotal role in driving tfe 
country-s recent eApansion o’ renewable energy.

6 typical structure ’or on'site roo’top solar involves a tfird'party developer investing in tfe 
installation o’ tfe roo’top solar system and subseJuently selling tfe generated power to 
tfe occupants )e.g., ’actory operators8 situated beneatf tfe roo’.

1owever, under tfe Law on Electricity, tfe on'site solar model may be classihed as 
sel’'consumption roo’top solar power.[41] It is currently regulated tfat no electricity sale 
sfall be permitted under tfe sel’'consumption roo’top solar model, eAcept ’or tfe trans’er 
o’ eAcess output to certain entities witfin tfe EVN network.[42]

Renewable energy supply chains

Tfe domestic manu’acturing market ’or renewable energy eJuipment in Vietnam currently 
’alls sfort o’ tfe demand ’rom renewable energy developers. Tfe number o’ local 
manu’acturers is limited, leading to most o’ tfe eJuipment used in renewable energy 
proSects )particularly ’or wind power8 being imported ’rom ’oreign suppliers. 1owever, it is 
wortf noting tfat tfe import o’ used electrical eJuipment ’or tfe purpose o’ investing in 
and developing sel’'produced, sel’'consumed power sources tfat sell surplus electricity 
to tfe national grid is currently profibited.[43]

7anu’acturing renewable energy eJuipment is listed among tfe prioritised supporting 
industrial products.[44] Tfere’ore, developers o’ renewable energy manu’acturing proSects 
may be eligible ’or special investment incentives similar to tfose available to renewable 
energy developers as mentioned in •Tfe Policy and regulatory ’ramework- section above.'
[45]

Tfe Uovernment fas instituted policies to promote tfe localisation o’ renewable energy 
eJuipment. 6s per tfe Development xtrategy o’ Renewable Energy by 2030, witf a vision 
to 20j0 approved by tfe Prime 7inister,[46] tfe target ’or tfe localisation rate by 2020 is 
–0 per cent. 6dditionally, PDP H outlines tfe obSective o’ establisfing two interregional 
renewable energy industry and service fubs by 2030. 1owever, tfese policies are currently 
at a figf'level, witf general obSectives only. Detailed measures ’or implementation are yet 
to be determined.

Special considerations

Tfe period ’rom 202W to 202j marks a particularly active pfase o’ legislative re’orm 
in Vietnam-s renewable energy sector, cfaracterised by tfe issuance o’ numerous legal 
instruments. 1owever, tfe absence o’ detailed implementing guidance in certain key 
regulations fas created uncertainty, leading to delays in investment decisions ( especially 
’or greenheld proSects.
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Fn 2j December 2023, tfe Uovernment Inspectorate issued an inspection report on, 
among otfers, tfe compliance o’ various renewable energy proSects in Vietnam )Inspection 
Report No. 3MM–8.[47] Inspection Report No. 3MM– figfligfted numerous proSects tfat ’ailed 
to meet various legal reJuirements, resulting in tfeir postponement. In response, and 
to support investors ’acing tfese cfallenges, tfe 7FIT 7inister approved, on j 7arcf 
202j, tfe inclusion o’ MW2 proSects, previously subSect to Inspection Report No. 3MM–, into 
tfe PDP H Implementation Plan )Transitioned ProSects8.[48] Tfis decision presents a new 
opportunity ’or investors to acJuire proSects tfat are now o9cially recognised witfin tfe 
national planning ’ramework.

1owever, it is crucial to empfasise tfat inclusion in tfe PDPH Implementation Plan does 
not con’er eligibility ’or pre’erential @IT scfemes on tfe Transitioned ProSects. 6ccording 
to tfe Uovernment, certain proSects may remain ineligible ’or @IT entitlement due to 
non'compliance issues identihed in Inspection Report No. 3MM–.[49] 6s sucf, investors 
considering acJuisition o’ tfese proSects are strongly advised to conduct tforougf legal 
and tecfnical due diligence to assess tfe viability and risk prohle o’ eacf proSect.

Outlook and conclusions

In tfe coming year, Vietnam-s renewable energy sector is eApected to enter a new 
pfase o’ development,  driven by tfe issuance o’ tfe DPP6 mecfanism. Tfe legal 
’ramework now provides provisions on participant eligibility, registration procedures and 
operational modalities. 1owever, tfe market continues to await tfe actual implementation, 
particularly tfe rollout o’ tfe programme and identihcation o’ approved proSects. Tfe 
DPP6 is anticipated to create new opportunities ’or corporate clean energy procurement, 
enfancing market competitiveness and diversi’ying o’’take options ’or renewable energy 
developers.

6t tfe same time, Vietnam is set to pilot its national carbon credit eAcfange in 202j, 
allowing proSect developers to monetise verihed emission reductions under a domestic 
trading scfeme. F’’sfore wind also continues to attract policy attention, witf regulatory 
groundwork underway to govern proSect surveying, investor selection, proSect trans’ers, 
and investment incentives ( supporting tfe –,0007: target under Power Development 
Plan VIII. 6longside investments in grid in’rastructure and tfe gradual re’orm o’ tfe 
electricity  market,  tfese developments indicate a sfi’t  towards a more open and 
investor'oriented landscape ’or renewable energy in Vietnam.
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