Legal Advice on Risks Associated with Contracts Signed by Unauthorized Persons

Question:
Hello Lawyer, during our internal compliance review, our company discovered that a contract had been signed by a Deputy Director. However, under the company’s Charter and internal delegation documents, this person did not have the authority to execute such transaction. In this case, would the contract be deemed invalid?
Answer:
Contracts signed by unauthorized persons are a relatively common issue in corporate governance, particularly in companies where internal delegation mechanisms are unclear or where actual execution practices do not strictly align with authorization documents.
1. Basis for Establishing Representative Authority in a Company
Pursuant to Article 135 of the 2015 Civil Code of Vietnam regarding the basis for establishing representative authority:
“Representative authority is established through authorization between the represented person and the representative; by decision of a competent state authority; under the charter of a legal entity; or pursuant to provisions of law.”
Accordingly, within a company, authority to sign contracts may be established through:
- The company’s Charter; 
- Internal delegation and authorization regulations; 
- A valid power of attorney or authorization decision; or 
- Legal provisions governing the legal representative of the company. 
Therefore, if the Deputy Director is not granted signing authority under the Charter, has not been duly authorized, or does not fall within the scope of internal delegation, such individual may, in principle, be considered a person without representative authority when entering into the transaction.
2. Is the Contract Automatically Invalid?
In practice, a contract signed by an unauthorized person is not automatically invalid.
Pursuant to Article 142 of the 2015 Civil Code regarding the legal consequences of civil transactions established or performed by a person without representative authority:
“A civil transaction established or performed by a person without representative authority shall not create rights and obligations for the represented person, except in one of the following circumstances:
(a) The represented person subsequently recognizes the transaction;
(b) The represented person knows of the transaction but fails to object within a reasonable period of time;
(c) The represented person is at fault, causing the counterparty not to know or be unable to know that the person establishing the transaction lacked representative authority.”
Based on the above provisions, the transaction may still become legally binding on the company in certain circumstances, including:
- The company subsequently issues an approval or ratification of the transaction; 
- Management is aware of the execution but does not object within a reasonable period; or 
- The company’s conduct reasonably leads the counterparty to believe that the signatory had authority (for example, through the use of corporate title, company seal, company email address, or prior similar transactions handled by the same person). 
If your company is facing a similar situation and requires detailed legal assessment, please contact SB Law for prompt and practical legal support.
