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Vietnam: The Regulation on Opening and Closing of Branches and Representative
Offices of Non-Bank Credit Institutions

Summary

On 9 January 2008, the State Bank of Vietnam issued Decision No. 01/2008/QD-NHNN relating to

the opening and closing of operation of branches and representative offices of Non-Bank Credit Institutions
(NBCI) ("Decision 01"). Decision 01 applies to financial companies, finance leasing companies and other
NBCls operating in Vietnam. Decision 01 shall replace Decision 24/2003/QD-NHNN of the Governor of the
State Bank dated 7 January 2003.

Full Update

Under Decision 01, an NBCI which has operated for one year shall be permitted to open a
branch/representative office if it satisfies all the following conditions:

Opening a branch:

e Have the requisite amount of paid-up charter capital in order to open a branch;

e Have satisfied the prudential ratios during its operation and at the time of the request to open the
branch, and the prudential ratios during each month of the year of such request;

e Have issued rules on the internal management of the operation of the branch;

e The pre-tax profit on the business operation in the year prior to the year in which the NBCI proposes
to open its branch, should have been not less than 20% over average equity;

e The managerial and executive apparatus, the internal checks and control system and the internal
auditing system of the NBCI must comply with State Bank regulations and have no breach of the
current regulations on operation;

e The geographical area in which it is proposed to open the branch must be appropriate for the
operational requirements of the NBCI which must be able to prove that its branch will be economically
efficient after it is opened;

e Bad debts ratio up until the time of opening the branch must be less than 3% of the total outstanding
debt balance for finance leasing companies or 2% for financial companies.

Opening a representative office:

e Have operated for at least 1 year;

e Have a need to open a representative office in order to advertise its operation, to seek out clients and
to manage clients;

e Be in a healthy financial condition, and satisfy the regulations on ensuring safety during operation;

¢ The managerial and executive apparatus, the internal checks and control system and the internal
auditing system of the NBCI must comply with State Bank Regulations and have no breach of the
current regulations on operation;

e Have issued rules on internal management of the operation of the representative office.
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An NBCI must satisfy the following conditions in order to open an offshore branch or representative office, in
addition to satisfying the conditions stipulated above:

e The NBCI has operated for at least 3 years;

e The NBCI has a plan for the offshore operation which is feasible, and which proves the necessity for
opening the offshore branch or representative office;

e An NBCI may only open an offshore branch or representative office in countries or territories which
have already signed an agreement with Vietnam on inspection and supervision of operations.

e The NBCI provides an undertaking to complete the procedures relating to opening of the branch or
representative office as stipulated by the law of the host country or territory.

The NBCI must commence the operation of its branch or representative office within a time-limit of six months
from the date the State Bank provides written approval for the opening of such branch or representative office.
The State Bank shall revoke its written approval for opening of a branch or representative office upon the
expiry of the stipulated time-limit.

The operation of a branch or representative office shall be terminated in the following circumstances:

e The State Bank revokes its written approval for the NBCI to open such branch or representative office
due to failure to satisfy the conditions on commencement of operation within the stipulated time-limit,
or due to the operation committing a serious breach of law.

e A voluntary request to close the branch or representative office where there is no longer an
operational need.

e The NBCI having such branch or representative office declared bankrupt or dissolved in accordance
with the law.

The decision made by the NBCI on termination of the operation of its branch or representative office must be
sent to the State Bank of Vietnam, to the State Bank branch in the province or city where the head office of
the NBCI is situated and to the State Bank branch in the province or city where such branch or representative
office is located. The decision must also be publicly listed at the branch or representative office, and must be
published in three consecutive issues of a central or local newspaper 15 days prior to the date on which the
operation will be terminated.

Within 1 year from the date on which Decision 01 takes effect, NBCls must check the whole of their systems
of branches, representative offices and transaction rooms (the "subsidiary offices"), and must themselves
amend the numbers of such subsidiary offices; and they must issue rules on internal management of the
operation of such subsidiary offices, ensuring they operate correctly in accordance with the provisions of
Decision 01.

For further information, please contact:
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