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ANNEX 2: SUMMARY OF TECHNICAL ISSUES - ANNUAL VBF 2017

Prepared by
Banking Working Group
	No.
	Items
	Issues/Progress
	Suggested/Agreed Actions
	Summary & Recommendations

	1. 
	Promoting liquidity management products
	Lack of legal framework to develop cash flow management products
	- SBV and BWG have been working closely together to launch consultative workshops on liquidity management for MNC companies on August 9 and October 31, 2017;
	On-going issue

The existing regulations from relevant laws lack certainty, this issue is not under the SBV's management responsibilities. 

- BWG will continue raise the issue to the relevant ministries (MPI..) to further report to the Government & cooperate in order to meet the customers’ demand and promote market development.



	2. 
	Simplification of supporting documents for FX transactions
	   
	+ According to the provisions of the Ordinance on Foreign Exchange and Decree 70/2014 / ND-CP, the authorized credit institutions bear the responsibility to check the customer’s submitted supporting documents. 

Circular 15 only provides some basic information needed in the supporting documents provided by the customers. Specifying the types of the necessary supporting documents is under the responsibility of the credit institutions to ensure that foreign currency transactions are carried out properly and in compliance with the law.

+ At the high-level meeting between the SBV and the BWG in November 2016, the SBV asked the BWG to provide a list of supporting documents that the bank encountered difficulties in providing to the SBV and the authentication of these documents, for consideration.
	On-going issue

- At the 2017 Annual VBF, BWG will raise this issue and call on the Ministry of Justice and other relevant authorities to work with the lead ministry to introduce guidelines with a uniform governance position on this matter, in pursuit of simplifying and relieving the burden of transactional documents to be presented when conducting foreign exchange transactions.



	3. 
	Credit growth policy for foreign banks
	At the high level meeting, the Deputy Governor provided clarifications and asked the BWG to work with the Banking Supervision Inspectorate and suggested the BWG to provide comments/inputs ref the credit growth research 2018. 
	Based on (i) the general credit growth target of the whole banking system, (ii) the evaluation of the sound financial status and safety, and (iii) the specific characteristics of each credit institution, the SBV has flexibly allocated credit growth targets for each credit institution. 


	Solved

	4. 
	Rating criterias for foreign banks


	
	1. Article 58.3 of the Law on the State Bank of Vietnam stipulates that the SBV would "rank the credit institutions annually."

Article 4.1 of the Law on Credit Institutions of 2010 stipulates that “Credit institution means an enterprise conducting one. some or all banking operations. Credit institutions include banks, non-bank credit institutions, microfinance institutions and people's credit funds. ."

2. Regarding the classification/rating of credit institutions, the SBV currently has the following regulating documents:
 (i) Decision No. 06/2008 / QD-NHNN dated 12 March 2008 issuing the Regulation on classification of commercial joint stock banks (Decision 06).

 (ii) Circular No. 42/2016 / TT-NHNN dated December 30, 2016 promulgating the Regulation on the classification of people's credit funds.

The above mentioned regulations’ provisions are only applicable to JSC Banks and People's Credit Funds. Therefore, the BSA of the SBV is working on the draft Circular on the classification of credit institutions, branches of foreign banks (including joint stock commercial banks, state commercial banks, cooperative banks, 100% foreign-owned banks, joint-venture banks, foreign banks' branches, domestic and foreign financial companies, domestic and foreign financial leasing companies) and would call for comments tentatively in September 2017 to ensure transparency.

3. Method and rating criteria
- Credit institutions and branches of foreign banks are classified according to the criteria system and divided into peer group.

- Criteria include quantitative and qualitative indicators. The quantitative indicator measures the soundness of banking activities on the basis of figures reflecting activities of credit institutions and foreign bank branches. The qualitative indicator measures the CIs & FBBs’s compliance level with the laws and regulations.

- The criteria system is used as a basis for grouping norms when ranking credit institutions or branches of foreign banks, including: capital; Asset quality; Governance; Business result ratios; Liquidity; Sensitivity to market risk.

- Credit institutions and branches of foreign banks are classified in Grade A (Good), Grade B (Fair), Grade C (Medium), Grade D (Weak) or Grade E (Grade I) based on Rating score achieved.
	Solved

	5. 
	Circular 32/2016/TT-NHNN 


	The SBV & BWG has exchanged views and agreed on the understanding and solved 7 out of 10 issues. There are 3 outstanding issues, namely:

+ Open accounts in the case of specialized organizations – UN’s specialized agencies, foreign organizations, embassies and representative offices of these organizations.

+ Allowing the investment fund without legal entity to open current accounts, foreign indirect investment accounts: this matter has been blamed on the provisions of the Civil Code;

+ Authorization to use SWIFT as an account opening request:  at the meeting on May 16, the SBV agreed to have separate guidelines to allow this issue. 
	- Ref the opening of accounts for some specialized organizations - the specialized agencies of the United Nations, diplomatic missions, embassies and representative offices of these organizations.

+ Problems arising from the provisions of the Civil Code ("CC") on the subjects involved in civil transactions. SBV has worked and sent an official letter to the Ministry of Justice to review the above problems.

+ Pursuant to Article 6.1 of the Law on International Treaties 2016: In cases where there are different or conflicted provisions between current Vietnamese law and international treaties, the provisions of treaties international except the Constitution shall prevail. Currently, due to the regulation of the Civil Code, the State Bank cannot have a general solution to this problem and will have further study to find a solution for this issue.

- Ref the opening of accounts of foreign securities investment funds and investment models in the form of funds without legal entity to open payment accounts in the name of their organizations: This issue relates to the legal basis stipulated in the Civil Code 2015.

+ On July 20, 2017, the SBV has worked with the relevant depts. of the Ministry of Justice issues related to the Civil Code’s regulation on subjects participating in civil transactions (including organizations without legal entity to participate in transactions: e.g. signing contracts to open and use current accounts) . However, there is yet any consistent view on the subject participating in civil transactions without legal status. Therefore, in the coming time, the SBV will work with the Ministry of Justice and other relevant agencies to study and find an appropriate solution in compliance with the Civil Code 2015’s provision.

- Authorization to use SWIFT as an account opening request for foreign investors:

+ According to the provisions of Circular 32, banks and branches of foreign banks may receive/use electronic documents for dossiers and contracts signing for the opening and use of current accounts and shall be responsible for the accuracy and completeness of such dossiers.

However, as stipulated by Article 8.2 of Decree No. 116/2014/ND-CP dated October 4, 2013 detailing the implementation of a number of articles of the Law on Prevention of and Anti Money Laundering: for transactions involving the use of new technologies, banks or branches of foreign banks must meet the following requirements: Having direct meeting with the customer when establishing relationships for the first time and requesting customers to provide required information as mentioned at the Article 4 of this Decree. "

Therefore, in the case of using electronic documents to open and use accounts (including SWIFT), banks and branches of foreign banks shall comply with the provisions of the aforementioned Article 8.
	On-going issue

SBV provided 2 official responses addressed to BWG and continued to work with the VBF’s BWG & Capital market Working group.



	6. 
	Circular 39/2016/TT-NHNN prescribing lending transactions of CIs and/or FBBs with customers


	In furtherance to the discussion at the technical meeting dated June 16 and November 9, 2017, there are 11 out of 14 issues that have been solved. 


	For the 3 pending issues ref: 

(i) the bank’s credit extension based on the financial capability of the customer being as a subsidiary in Vietnam of multinational corporations and subsidiaries in Vietnam & overseas, (ii) article 8.6 & (iii) article 18.4:

These issues have been acknowledged by the SBV for further study.


	On-going issue
- VBF has worked with relevant ministries: SBV, MoJ, SSC, MPI and has received clarifications & guidance on some articles. 

	7. 
	Circular 19/2016/TT-NHNN on

bank card activities


	BWG & SBV have been exchanging information at the technical meeting on November 9, 2017 about: 

1. Article 24.2

2. Exchange rates in card transactions 

3.Checking documentary evidence before/after a customer uses a bank card 


	- Article 24.2

+ The State Bank of Vietnam will study and expect to extend the effective date of Article 24.2 to January 1, 2019.

- Exchange rates in card transactions 

- Checking documentary evidence before/after a customer uses a bank card 

The encountering difficulties have been noted by the SBV for further consideration.
	On-going issue

BWG will keep working with SBV and providing inputs to the draft amendment to Circular 19.

	8. 
	Circular 02/2017/TT-NHNN, establishing rules on factoring activities of credit institutions and branches of foreign banks

	At the technical meeting on November 9, 2017, the SBV and the BWG resolved 4 issues (ref: article 3.10, 15.1, 20.1.c, 21) out of 5 issues, 1 pending issue related to: Article 8.3
	
	On-going issue

SBV will coordinate with BWG to review this content in order to ensure the consistency of the foreign exchange activities in the Vietnamese territory and have more specific provisions for proper implementation.

	9. 
	Comments on the draft Credit Institutions Law


	At the technical meeting on 9/11/2017, the SBV provided response and updated the BWG on the Law on Credit Institutions.
	SBV has been aware of the BWG’s petitions and will work with BWG by soliciting inputs and comments throughout the comprehensive revision of the CIs Law, planned for 2018.


	On-going issue
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