ANNEX – ANNUAL SECTORAL REPORT

Chapter 3: Services


	Chapter 3 (g) : Financial Services

	Section
	Improvements Implemented Since Last IAP
	Current Entry Requirements
	Further Improvements Planned

	Operational Requirements


	Promulgating the following documents:

· Decree numbered 163/2006/ND-CP dated 29/12/2006 by the Government on safe transaction

· Decree numbered  165/2007/ND-CP dated 15/11/2007 by the Government amending, supplementing and revoking some articles of Decree numbered  28/2005/ND-CP dated 9/3/2005 by the Government on the organization and operation of small financial organisations in Vietnam

· Decree numbered  81/2008/ND-CP dated 29/7/2008 by the Government amending, supplementing some articles of Decree numbered  79/2002/ND-CP dated 04/10/2002 by the Government on the organisation and operation of financial lending companies

· Decree numbered  95/2008/ND-CP dated 25/8/2008 by the Government amending, supplementing some articles of Decree numbered  16/2001/ND-CP dated 02/05/2001 by the Government on the organisation and operation of financial lending companies 

· Circular numbered  02/2007/TT-NHNN dated 21/5/2007 amending item 5 of Circular numbered  07/2006/TT-NHNN dated 7/9/2006 guiding the activities of buying and lending in the form of financial lending according to regulations of Decree numbered  16/2001/ND-CP dated 2/5/2001 and Decree numbered  65/2005/ND-CP dated 19/5/2005 by the Government

· Circular numbered  03/2007/TT-NHNN dated 5/6/2007 guiding the implementation of some articles of Decree numbered 22/2006/ND-CP dated 28/2/2006 by the Government on the organisation and operation of branches of foreign banks, joint venture banks, 100% foreign invested banks and representative offices of foreign credit organisations in Vietnam

· Circular numbered  07/2007/TT-NHNN dated 29/11/2007 guiding the implementation of some contents of Decree numbered  69/2007/ND-CP dated 20/4/2007 by the Government on foreign investors buying shares of Vietnam commercial banks

· Circular numbered  02/2008/TT-NHNN dated 2/4/2008 guiding the implementation of Decree numbered  28/2005/ND-CP dated 9/3/2005 and Decree numbered  165/2007/ND-CP dated 15/11/2007 by the Government on the organisation and operation of small financial organisations in Vietnam

· Circular numbered  03/2008/TT-NHNN dated 11/4/2008 guiding the provision of foreign exchange service of credit organisations

· Decision numbered  24/2007/QD-NHNN dated 7/6/2007 by the Governor of the State Bank promulgating regulations to license the establishment and operation of stock commercial banks

· Decision numbered  40/2007/QD-NHNN dated 2/11/2007 by the Governor of the State Bank promulgating regulations to license the establishment and operation of non-stock-bank credit organisations.
· Decision numbered  01/2008/QD-NHNN dated 9/1/2008 by the Governor of the State Bank promulgating regulations to open and end the operation of branches, representative offices of non-bank credit organisations

· Decision numbered  3039/QD-NHNN dated 24/12/2007 and Decision numbered  504/QD-NHNN dated 07/3/2008 by the Governor of the State Bank promulgating some regulations concerning foreign currency transactions of credit organisations allowed to foreign exchange operation

· Decision numbered  06/2008/QD-NHNN dated 12/3/2008 by the Governor of the State Bank  promulgating regulations to classify stock commercial banks

· Decision numbered  07/2008/QD-NHNN dated 24/3/2008 by the State Bank promulgating regulations to the issuance of valuable notes of credit organisations

· Decision numbered  09/2008/QD-NHNN dated 10/4/2008 by the State Bank on the lending in foreign currencies of credit organisations to customers who are residents

· Decision numbered  13/2008/QD-NHNN dated 29/4/2008 by the State Bank promulgating regulations on the network of commercial banks

Promulgating the following documents in insurance:

· Decree numbered 45/2007/ND-CP dated 27/3/2007 by the Government stipulating in detail the implementation of some articles of the Insurance Law.

· Circular numbered 155/2007/TT-BTC dated 20/12/2007 by the Ministry of Finance guiding the implementation of Decree numbered 45/2007/ND-CP dated 27/3/2007 by the Government.

· Decree numbered  46/2007/ND-CP dated 27/3/2007 by the Government stipulating the financial regime for insurance enterprises and insurance broking enterprises.

· Circular numbered 156/2007/TT-BTC dated 20/12/2007 by the Ministry of Finance guiding the implementation of  Decree numbered  46/2007/ND-CP dated 27/3/2007 by the Government.


	Applying the following documents:

· Law on Vietnam State Bank numbered 01/1997/QH10 dated 12/12/1997 and the Law amending, supplementing some articles of the Law on Vietnam State Bank numbered 10/2003/QH11 dated 17/06/2003 

· Law on Credit Organisation numbered 02/1997/QH10 dated 12/12/1997 and the Law amending, supplementing some articles of the Law on Credit Organisation numbered 20/2004/QH11 dated 15/06/2004

· Law on tools of transfer of the National Assembly of the Social Republic of Vietnam numbered 49/2005/QH11 dated 29/11/2005

· The Foreign Exchange Ordinance by the Standing Committee of the National Assembly numbered 28/2005/PL-UBTVQH dated 13/12/2005 coming into effect on 01/06/2006

· Decree numbered  49/2000/ND-CP dated 12/9/2000 by the Government on the organisation and operation of commercial banks

· Decree numbered  16/2001/ND-CP dated 02/05/2001 by the Government on the organisation and operation of financial lending companies

· Decree numbered  79/2002/ND-CP dated 4/10/2002 by the Government on the organisation and operation of financial lending companies

· Decree numbered  28/2005/ND-CP dated 9/3/2005 by the Government on the organisation and operation of small financial organisations in Vietnam

· Decree numbered  65/2005/ND-CP dated 19/5/2005 by the Government  amending and supplementing some articles of Decree numbered  16/2001/ND-CP dated 2/5/2001 by the Government on the organisation and operation of financial lending companies

· Decree numbered  131/2005/ND-CP dated 18/10/2005 by the Government amending and supplementing some articles of Decree numbered  63/1998/ND-CP dated 17/8/1998 by the Government on foreign exchange management

· Decree numbered  74/2005/ND-CP dated 7/6/2005 by the Government on anti money laundry

· Decree numbered  22/2006/ND-CP dated 28/2/2006 by the Government on the organisation and operation of branches of foreign banks, joint venture banks, 100% foreign invested banks and representative offices of foreign credit organisations in Vietnam

· Decree numbered  141/2006/ND-CP dated 22/11/2006 by the Government promulgating the list of legal capital levels for credit organisations

· Decree numbered  160/2006/ND-CP dated 28/12/2006 by the Government stipulating in detail the implementation of the Foreign Exchange Ordinance

· Decree numbered 163/2006/ND-CP dated 29/12/2006 by the Government on safe transaction

· Decree numbered  69/2007/ND-CP dated 20/4/2007 by the Government on foreign investors buying shares of Vietnam commercial banks

· Decree numbered  165/2007/ND-CP dated 15/11/2007 by the Government amending, supplementing and revoking some articles of Decree numbered  28/2005/ND-CP dated 9/3/2005 by the Government on the organisation and operation of small financial organisations in Vietnam

· Decree numbered  81/2008/ND-CP dated 29/7/2008 by the Government amending, supplementing some articles of Decree numbered  79/2002/ND-CP dated 04/10/2002 by the Government on the organisation and operation of financial lending companies

· Decree numbered  95/2008/ND-CP dated 25/8/2008 by the Government amending, supplementing some articles of Decree numbered  16/2001/ND-CP dated 02/05/2001 by the Government on the organisation and operation of financial lending companies

· Some other legal documents. 

Operational requirements in insurance are implemented in the following documents:

· Insurance Law.

· Decree numbered 45/2007/ND-CP and Circular numbered 155/2007/TT-BTC

· Decree numbered 46/2007/ND-CP and Circular numbered 156/2007/TT-BTC

For further information, please contact:

Division of International Economic Organisations

International Cooperation Department

Vietnam State Bank

Address: 47 – 49 Ly Thai To Str., Hoan Kiem, Hanoi

Tel: 844-934 3360/826 5988

Fax: 844 825 0612

Email: ieod@sbv.gov.vn; dabiensbv@gmail.com

	Promulgating the following documents :

· Law on State Bank

· Law on Credit Organisations

· Law on the supervision of safe banking activities 

· Law on the guarantee  of saving

· Decree guiding article 41 of the Foreign Exchange Ordinance

· Decree guiding the application of the Law on the bankruptcy of credit organisations

· Decree on personal credit information activities in Vietnam

· Circulars guiding the implementation of Decree on the organisation and operation of commercial banks replacing Decree numbered  49/2000/ND-CP

· Circular guiding the Decree amending, supplementing  Decree numbered  16/2001/ND-CP dated 2/5/2001 and Decree numbered  65/2005/ND-CP dated 19/5/2005 by the Government on the organisation and operation of financial lending companies

· Circular guiding Decree numbered  79/2002/ND-CP dated 4/10/2002 and the Decree amending, supplementing Decree numbered  79/2002/ND-CP by the Government on the organisation and operation of financial lending companies

· Circular amending Circular numbered  03/2007/TT-NHNN dated 5/6/2007 guiding the implementation of some articles of Decree numbered 22/2006/ND-CP dated 28/2/2006 on the organisation and operation of branches of foreign banks, joint venture banks, 100% foreign invested banks and representative offices of foreign credit organisations in Vietnam

· Circular guiding Decree numbered 160/2006/ND-CP dated 28/12/2006 by the Government stipulating in detail the implementation of the Foreign Exchange Ordinance

· Decision on the opening, ending the operation of branches of small financial organisations 



	Licensing and 

Qualification Requirements of Service Providers


	-
	1. Branches of foreign banks, joint venture banks, 100% foreign invested banks, representative offices of foreign credit organisations in Vietnam:

Decree numbered  22/2006/ND-CP dated 28/02/2006 by the Government on the organisation and operation of branches of foreign banks, joint venture banks, 100% foreign invested banks, representative offices of foreign credit organisations in Vietnam; Circular numbered  03/2007/TT-NHNN dated 5/6/2007 guiding the implementation of some articles of Decree numbered  22/2006/ND-CP dated 28/02/2006 by the Government on the organisation and operation of branches of foreign banks, joint venture banks, 100% foreign invested banks, representative offices of foreign credit organisations in Vietnam.

1.1. Conditions applying for all branches of foreign banks, joint venture banks, 100% foreign invested banks:

a) Foreign banks have not seriously broken the regulations of banking operation and other legal regulations of originating country for (03) consecutive years previous to the year of application to the moment when the State Bank considers their application; 

b) Foreign banks have experience in international operation, are ranked at least at the “stable” level in international credit by international organisations, can prove their ability to implement financial commitments and can operate normally even when the economic situation and condition change disadvantageously; 

c) Foreign banks are of healthy financial status, can meet the following minimum criteria: 

· Having the security rate of minimum capital of at least 8% and other security rates in accordance with international practice; having the non performing loans (NPL) of less than 3% in the year previous to the year of application to the moment when the State Bank considers their application;

· Operating profitably for at least 3 consecutive years right previous to the year of application;

d) Foreign banks have all their operations supervised by an authorised supervision and inspection body of the originating country on a collective basis in accordance with international practice; have signed commitment (MOU, agreement exchange letter and other documents of the same value) of cooperation management, operation supervision and information exchange with the State Bank.

1.2. Conditions for foreign banks to open branches

Beside the general conditions mentioned above in item 1.1, in order to obtain license to open branches, foreign banks (mother bank) must meet the following conditions:

a) The conditions mentioned in item 2 Article 106 of the Law on credit organisations, including: 

· Branches of foreign banks must have a provided capital of at least the legal capital level as regulated by the Government;

· Their managers must be of full civil capacity and expertise suitable to banking operation; 

· Have feasible business plan;

· Are allowed to open branches in Vietnam by an authorised body of the originating country;

· The authorised body of the originating country has documents to guarantee their supervision capacity for all the operation of the branches in Vietnam;

· Foreign banks have documents to guarantee their responsibility for all the the branches’ obligations and commitments in Vietnam; to guarantee to maintain the branches’ existent provided capital of no less than the legal level and to meet all the regulations of safe operation as regulated by the State Bank.

b) Foreign banks have a total asset of at least 20 billion USD (or equivalent) in the financial year right previous to the year of application. 

1.3. Conditions to establish and operate joint venture banks, 100% foreign invested banks

Beside the general conditions mentioned above in item 1., in order to obtain license to open and operate venture banks, 100% foreign invested banks, foreign banks must meet the following conditions:

a) The conditions mentioned in item 1 Article 22 of the Law on credit organisations, including:

· Joint venture banks, 100% foreign invested banks must have the chapter capital of at least the legal capital level as stipulated by the Government;

· Their managers and operators must be of full civil capacity and expertise suitable to banking operation; members of the Managerial Board, Controlling Board, managers must fully meet the conditions, criteria as stipulated by the Law on credit organisations and guidance of the State Bank of the condition, standard for members of the Managerial Board, Controlling Board, managers of a credit organisation;

· Have feasible business plan;

· Joint venture banks, 100% foreign invested banks must have organisation and operation regulations appropriate to Vietnam’s regulations and laws.

b) Foreign banks and their shareholders must be foreign organisations allowed by authorised bodies of the originating country to (jointly) establish joint venture banks, 100% foreign invested banks in Vietnam;

c) Foreign banks have a total asset of at least 10 billion USD (or equivalent) in the financial year right previous to the year of application;

d) Foreign banks and their shareholders must have documents to commit with the State Bank on:

· Their willingness to support the 100% foreign invested banks, joint venture banks in Vietnam in term of finance, technology, management, and operation; 

· Their guarantee to maintain the existent provided capital of the 100% foreign invested banks, joint venture banks of no less than the legal level and to meet all the regulations of safe operation as stipulated by the State Bank.

1.4. Condition for foreign credit organisations to open representative offices 

a) Foreign credit organisations must be legal entities allowed to banking operation in the originating country;

b) Foreign credit organisations are allowed by authorised bodies of the originating country to open representative offices in Vietnam;

c) Foreign credit organisations must have cooperation relations with Vietnam’s economic organisations or are in the demand to seek for, promote, develop cooperation relations with Vietnam’s economic organisations;

d) Foreign banks have not seriously broken the regulations of banking operation and other legal regulations of originating country for (03) consecutive years previous to the year of application to the moment when the State Bank considers their application.

2. Financial lending companies

Decree numbered  16/2001/ND-CP dated 2/5/2001 by the Government on the organisation and operation of financial lending companies; Decree numbered  65/2005/ND-CP dated 19/5/2005 by the Government  stipulate về việc amending supplementing  some articles of Decree numbered  16/2001/ND-CP dated 2/5/2001 by the Government on the organisation and operation of financial lending companies; Circular numbered  06/2005/TT-NHNN dated 12/10/2005 guiding the implementation of some nội dung tại Decree numbered  16/2001/ND-CP dated 2/5/2001 by the Government "On the organisation and operation of financial lending companies" and Decree numbered  65/2005/ND-CP dated 19/05/2005 by the Government "Stipulate về việc amending, supplementing some articles of Decree numbered  16/2001/ND-CP dated 2/5/2001 by the Government on the organisation and operation of financial lending companies"; Decree numbered  95/2008/ND-CP dated 25/8/2008 by the Government amending, supplementing some articles of Decree numbered  16/2001/ND-CP dated 02/05/2001 by the Government on the organisation and operation of financial lending companies.

· Having demand to financial lending operate in the area of application;

· Having enough chapter capital as stipulated by the Government at the moment of application for establishing financial lending companies;

· Establishing members must be organisations, individuals of financial prestige and capacity;

· Managers, operators must be of full civil capacity and expertise suitable to the operation of the financial companies and as stipulated by the State Bank;

· Having draft organisation and operation regulations appropriate to the Law on credit organisations, the Government’s Decree on the organisation and operation of financial lending companies and other regulations; 

· Have feasible business plan;

· The owning credit organisation has a operating period of at least 03 (three) years.

· Are allowed to operate financial lending in Vietnam by an authorised body as stipulated by the originating country’s laws;

· Have a total asset of at least 10 billion USD (or equivalent) in the financial year right previous to the year of application, except in case of the existence of a different regulation in the Bilateral Investment Agreement between Vietnam and the originating country.

3. Financial companies
Decree numbered  79/2002/ND-CP dated 4/10/2002 by the Government on the organisation and operation of financial lending companies; Circular 06/2002/TT-NHNN dated 23/12/2002 guiding the implementation of Decree numbered  79/2002/ND-CP dated 4/10/2002 by the Government on the organisation and operation of financial lending companies; Decree numbered  81/2008/ND-CP dated 29/7/2008 by the Government amending, supplementing some articles of Decree numbered  79/2002/ND-CP dated 04/10/2002 by the Government on the organisation and operation of financial lending companies.

· Having demand to operate in the area of application;

· Having enough chapter capital as stipulated by laws in force;

· Establishing members must be organisations, individuals of financial prestige and capacity;

· Managers, operators must be of full civil capacity and expertise suitable to the operation of the financial companies and as stipulated by the State Bank;

· Having organisation and operation regulations appropriate to the Law on credit organisations and other regulations;

· Have feasible business plan;

· Are allowed to establish or operate financial companies by an authorised body as stipulated by the originating country’s laws;

· Have a total asset of at least 10 billion USD (or equivalent) in the financial year right previous to the year of application, except in case of the existence of a different regulation in the Bilateral Investment Agreement between Vietnam and the originating country.

Insurance: 

· Article 63 and Article 64 of the Insurance Law stipulate conditions and applications for license to establish and operate insurance enterprises.

· Article 93 of the Insurance Law stipulates the issuance of license to establish and operate insurance broking enterprises.

· Circular numbered 155/2004/TT-BTC guides in detail the implementation of regulations on the conditions to establish and operate insurance enterprises, insurance broking enterprises.

· As stipulated by the Insurance Law and guiding documents, the Ministry of Finance is the authorised body to issue and revoke licenses to establish and operate foreign invested insurance enterprises, foreign invested insurance broking enterprises; licenses to set up representative offices of foreign insurance enterprises, foreign insurance broking enterprises in Vietnam and manage the operation of these enterprises.

Website of the Ministry of Finance:

www.mof.gov.vn
For further information, please contact:

Insurance Department, Ministry of Finance

28 Tran Hung Dao Str., Hanoi

Tel: (844) 2202828

	- Foreign as well as domestic investors will be granted license to establish and operate if fully meeting the standards and regulations as stipulated in the Insurance Law and guiding documents.



	Foreign Entry


	-
	Foreign credit organisations are allowed to operate in Vietnam in the form of:

· Branches of foreign banks;

· Joint venture banks;

· 100% foreign invested banks

· Joint venture financial lending companies;

· 100% foreign invested financial lending companies;

· Joint venture financial companies;

· 100% foreign invested financial companies;

And other non-bank credit organisations.

Insurance: 

· The total number of foreign invested insurance enterprises and foreign invested insurance broking enterprises licensed to operate in Vietnam till 31/5/2008 is 21, of which 8 are Longevity Insurance enterprises, 9 are Non-longevity Insurance enterprises and 4 are Insurance broking enterprises

· Article 105 of the Insurance Law stipulates operating forms of foreign invested insurance enterprises and foreign invested insurance broking enterprises.

· Article 106 and Article 109 of the Insurance Law stipulate the conditions and application for license to establish and operate foreign invested insurance enterprises and foreign invested insurance broking enterprises.

Website of the Ministry of Finance:

www.mof.gov.vn
For further information, please contact:

Insurance Department, Ministry of Finance

28 Tran Hung Dao Str., Hanoi

Tel: (844) 2202828 Hà Nội

Tel: (844) 2202828


	-

	Discriminatory Treatment/

MFN


	-
	Foreign credit organisations: 

Operation period

Th -  The maximum operation period for branches of foreign banks, joint venture banks, 100% foreign invested banks is no more than 99 years; the operation period for branches of foreign banks is no more the operation period of the mother bank.

T- - The maximum operation period for representative offices of foreign credit organisations is no more than the operation period of the foreign credit organisations.

· The maximum operation period for financial lending companies in Vietnam is 50 years. In case of extension, the operation period must be approved by the State Bank. Each extention is no more than 50 years.

· The operation period for financial companies in Vietnam is no more than 50 years. In case of extension, the operation period must be approved by the State Bank. Each extention is no more than 50 years.

Capital contribution:

· Branches of foreign banks can only contribute capital, buy shares of enterprises and other credit organisations when they are empowered and provided capital by the mother bank to do so.

· The rate and form of chapter capital distribution of the foreign party and Vietnam party in joint venture banks are decided upto the two parties’ negotiation and must be clearly stated in the Regulation. The maximum capital distribution rate of the foreign party is no more than 50% of the chapter capital of the joint venture banks, except for special cases decided by the Prime Minister. 

· The rate of chapter capital distribution of the foreign party and Vietnam party in joint venture financial lending companies is decided upto the two parties’ negotiation and approved by Vietnam State Bank. The foreign party’s share is no less than 30% of the company’s chapter capital.

· The rate of chapter capital distribution of the foreign party and Vietnam party in joint venture financial companies is decided upto the two parties’ negotiation and approved by State Bank. The foreign party’s share is no more than 40% of the company’s chapter capital.

Share holding:

· Vietnam can limit the share holding of foreign credit organisations in Vietnam equitized state commercial banks at the rate of Vietnam’s banks.           

· In case of capital distribution in the form of share buying, the total quatity of share held by foreign natural persons and legal entity in each Vietnam stock commercial banks can not exceed 30% of the banks’ chapter capital, except in case Vietnam’s laws differently stipulate or being allowed by Vietnam authorised bodies.   

Foreign credit organisations can only set up their trade presence in Vietnam in the following forms:

· For foreign commercial banks: representative offices, branches of foreign commercial banks, joint venture commercial banks in which the share of the foreign party not exceeding 50% of the chapter capital of the joint venture banks, joint venture financial lending companies, 100% foreign invested financial lending companies, joint venture financial companies and 100% foreign invested financial companies, and, from 01/04/2007 on, 100% foreign invested banks are allowed to be established.

· For foreign financial companies: representative offices, joint venture financial companies, 100% foreign invested financial companies, joint venture financial lending companies and 100% foreign invested financial lending companies are allowed to be established.

· For foreign financial lending companies: representative offices, joint venture financial lending companies and 100% foreign invested financial lending companies are allowed to be established.

· Vietnam may limit the right of branches of foreign banks in receiving deposits in VNDong from Vietnam natural persons with whom they do not have credit relationship according to the rate basing on the branches’ provided capital level in accordance with the following schedule:

+ 01/01/2007: 650% of the provided legal capital

+ 01/01/2008: 800% of the provided chapter capital

+ 01/01/2009: 900% of the provided chapter capital

+ 01/01/2010: 1000% of the provided chapter capital

+ 01/01/2011: Full NT

+ Branches of foreign commercial banks are not allowed to open transaction points other than the branches’ office.

· Insurance: 

· MFN: All foreign enterprises operating in the insurance field in Vietnam are treated the same, regardless of their nationality.

· NT: no discrimination between foreign invested enterprises and domestic enterprises.

Website of the Ministry of Finance:

www.mof.gov.vn
For further information, please contact:

Insurance Department, Ministry of Finance

28 Tran Hung Dao Str., Hanoi

Tel: (844) 2202828 Hà Nội

Tel: (844) 2202828
	Vietnam has regulations for the right of foreign banks’ branches to receive deposits in VNDong from natural persons that the banks have no credit relationship with according to the rate basing on the branches’ provided capital level in accordance with the following schedule:

· By 01/01/2009: 900% of the provided chapter capital.

· By 01/01/2010: 1000% of the provided chapter capital

· By 01/01/2011: Fully NT




