
 

 

Coronavirus pandemic and types of risk your 

business face 

 
 
The Prime Minister of Vietnam has declared pandemic the respiratory disease known 

as Coronavirus or 2019-nCov. The virus affects human health, but also significantly 

affects corporate operations which may lead enterprises to large unforeseen losses. 

In order to minimize risks and losses, enterprises should keep in mind the following 

matters: 

1. Delay or failure of contractual obligations performance 

A force majeure event is an event which occurs in an objective manner, that cannot 

be foreseen and overcome by any possible and admissible measures. Force majeure 

usually includes events such as natural disasters, pandemics or wars.  

The Coronavirus has been classified in the Group A (highest danger level), consisting 

of extremely dangerous infectious diseases that can be transmitted very rapidly with 

high mortality rates or with unknown pathogen agents. Therefore, the 2019-nCov 

can be considered as a force majeure event.  

Under the provisions of the Commercial Law, when a force majeure event occurs, the 

parties may negotiate to extend the time limit for performing contractual obligations, 

if the parties cannot reach an agreement, the time limit for performance of contractual 

obligations shall be counted from the time of occurrence of the force majeure event 

plus a reasonable time to remedy its consequences.
In  addition, the  Civil Code also  provides  that when  a  party  commits a  breach  of
a contract due to a force majeure event, that party will be exempted from civil 
liability (penalty of the violation, compensation for damages)  as prescribed  in Article
351 of the Civil Code, specifically:



 
 

 “Article 351. Civil liability arising from breach of civil obligations 

1. An obligor which fails to perform or performs incorrectly an obligation has civil 

liability to the obligations. 

Breach of obligations means that the obligor fails to perform the obligations on time, 

perform the obligations incompletely or incorrectly. 

2. Where an obligor is not able to perform a civil obligation due to an event of force 

majeure, it shall not have civil liability, unless otherwise agreed or otherwise provided 
by law. 

3. An obligor shall not have civil liability if it is able to prove that failure to perform an 
obligation is due entirely to the fault of the obligee.” 

Currently, when the affected party can prove that its failure to perform contractual 

obligations is a consequence of the Corona epidemic, this party can benefit from the 

force majeure event exemption of liability, prolong the time limit for performance of 

the obligations, unless otherwise agreed in the contract. Enterprises having no 

evidence to prove the force majeure event legal basis will be greatly affected when 

not performing their contractual obligations. 

In any cases, enterprises should clarify the following: 

- Whether the parties have agreed on force majeure event terms in their 

contract. 

- Conditions for the application of the force majeure event and method of 

notification from the affected party to the obligee. 

- Whether the party notifying the force majeure event has evidence proving that 

this event is the cause of its breach of the contract . 

2. Employee management 

In case of widespread pandemics in some areas, the government reserves its right to 

temporary suspend work to ensure the health of employees and avoid the spread of 

the disease. For example, schools in Ho Chi Minh City are shut down for two weeks. 

When employees are forced to stop working, wages are paid according to labor 

contracts. This suspension will affect production activities of enterprises and payroll 

budgets during the period of temporary suspension of employment. 

3. Travel restrictions 

In case of disease prevention, based on the Law on entry, exit, transit, and residence 

of foreigners in Vietnam, the Minister of Health has the right to decide not to allow 

entry for foreigners wishing to enter Vietnam. Under the provisions of the Law on 

Vietnam civil aviation, if a foreigner has a ticket with confirmed seat, he/she may still 

be refused transportation. Therefore, it is not possible for workers from affected areas 

to enter Vietnam at this time. 

Please contact us for more information. 


