Approval procedure for borrowers taking part in Savings and Credit groups and borrow up to VND 50 million from Forest Sector Development Project funded by the World Bank 

a. Implementation steps

Step 1. Borrowers: 

- Household members, who are full 18 years of age or older and have full civil capacity in accordance with the law, shall make agreement and make authorization letter (Form 01/UQ) for 01 of the members who is the borrower and who will carry out transactions with VBSP in the presence of Head of the village (Authorization letters must be handed to Savings and Credit group’s Board of Management).

- Borrowers voluntarily join Savings and credit groups (SCGs) at their local areas. 

- Borrowers submit Loan application cum loan utilization (form 01/TD); Commitment to use assets formed from loan as loan security (form 05C/TD); and fill information in Loan books, submit to SCG’s Board of Management.

Step 2. SCGs’ Board of Management

- SCGs hold group meetings to admit new group members and publicly select eligible borrowers in accordance to the minutes of meeting (Form 10C / TD);

- Make a list of households requesting for loans (form 03/TD) together with Loan application cum loan utilization (form 01/TD) to submit to People’s Committee at communal level for certification;

- Send the loan application documents to lending VBSP after having Communal People’s Committee certification (on legal residence, experiences in afforestation, obedience to regulations, free from social evils) in the list of households requesting for loans (form 03/TD).

Step 3. Lending VBSP

- Review and compare with each requirement to get loan from the Project; credit appraisal can be made in some case if necessary; carrying out independent appraisal or coordinating with collaborated mass organisation; in case of necessity, it is possible to coordinate with the Commune People's Committee;

- Approve lending after receiving full documents from SCGs’ Board of Managements;

- Send Notice of loan approval result (Form 04/TD) to Communal People’s Committee to inform borrowers. 

b. Implementation method

Borrowers submit Loan application cum loan utilization (form 01/TD); Commitment to use assets formed from loan as loan security (form 05C/TD); and loan books directly to SCGs’ Board of Management of their legal residence. 
c. Component of a loan dossier:

- Borrowers: 

+ Authorization letter (form 01/UQ): 02 originals (01 kept by VBSP, 01 kept by the borrower).

+ Loan application cum loan utilization (form 01/TD): 01 original (kept in the lending VBSP);

+ Commitment to use assets formed from loan as loan security (form 05C/TD): 01 original (kept in the lending VBSP);

+  Loan book: 02 originals (01 kept by the borrower, 01 by the lending VBSP);

- SCGs’ Board of Managements: 
 + List of households requesting for loans (form 03/TD): 04 copies (SCGs keep 01 original, the collaborated mass organization keep 01 copy, lending VBSP keep 01 original and 01 copy);

+ Minutes of meeting in case of new member admission (Form 10C / TD): 02 copies (01 original kept by SCGs, 01 copy kept by VBSP)

- Relating documents:

+ Quotation or Order paper (in case of first disbursement); Proof of purchase of seedlings from legal supplying units (for second disbursement): 01 copy (kept in the lending VBSP);

+ Certificate of forestry land use right: 01 original (kept in the lending VBSP).

d. Quantity of dossier: 01 copy

đ. Approval duration: 

Within 3 (three) working days since VBSP implementing the procedure receives full, eligible dossiers from SCG’s Board of Management. 

e. Target of the procedure: Households (borrowing through SCGs) 

g. Implementation agencies: lending VBSP (carries out the procedure)

- Approval party: VBSP 

- Coordinating parties: CPC, mass organizations at communal level and SCGs’ Board of Managements, head of village

h. Procedure output: Notice of loan approval result (Form 04/TD). 

i. Fee: None

k. List of forms:

- Authorization letter (form 01/UQ)
- Loan application cum loan utilization (form 01/TD);

- Commitment to use assets formed from loan as loan security (form 05C/TD).

- Loan book
l. Requirements for procedure:

- Being in target client groups: Households involved in plantation and caring of forest under the project

- Having legal residence in communes of project area (permanent address registration. In case the residence of borrowers is not defined, then the residence shall be the place of borrower’s living certified by the Communal People’s Commitee); 

- Having given the forest Land Use Certificate ( first given or legally transferred) for the forest plot where forest plantation and caring will take place by VBSP loan; 

- Loan purpose must comply with objectives of the Project;

- Having financial capability to repay the debt within committed time. Having no past due loan over 6 months or bad debt at VBSP;

- Having owner equity of at least 25% of total sub-project cost in the form of money, kind or labor; VBSP shall lend maximum 75% of each sub-project cost 

- Having feasible and efficient business plan and solvency. Forest plantation complies with Project’s plantation plan in regard to: place, model, objectives, etc; 

- Hand over the forest Land Use Certificate to VBSP for the duration of borrowing at VBSP under the Project and commit to use the assets formed from the loan to ensure loan repayment to VBSP.;

- In the case of applying for loans for plantation continuation or taking care of planted forest: the planted or transferred forest have been certified by VBSP or an agency entrusted by VBSP;

- Households currently plan chip wood  (regular rotation of 7 years), now propose to prolong time of forest caring to turn the trees into lumber production (15-year rotation) can be considered for additional loan with the total maximum loan term of 15 years, provided that the forest was checked at least twice by VBSP an agency entrusted by VBSP (for additional loan to the switched forestation model). 

m. Legal basis:

- Civil Code No.91/2015/ QH13 dated 24/11/2015 of the National Assembly of the Socialist Republic of Vietnam;

- Credit Agreement No. 3953-VN dated April 04th 2005 signed between State Bank of Vietnam and the World Bank;

- Additional Financing Agreement No. 5070-VN dated June 15th, 2012 signed between State Bank of Vietnam and the World Bank;

- Subsidiary Loan Agreement dated April 28th, 2005 signed between Ministry of Finance and VBSP;

 - Subsidiary Loan Agreement for the Additional Loan dated November 26th, 2012 signed between Ministry of Finance and VBSP;

- Document No. 6612/BNN-VP, dated 14/8/2015 of Ministry of Agriculture and Rural Development on disbursement of revolving fund of Forest Sector Development Project.

- Decision No. 15/QĐ-HĐQT dated 05/3/2013 of VBSP’s Board of Directors on promulgating Regulation on organization and operation of SCGs;

- Decision No. 247 / QD-NHCS dated 25/01/2013 of VBSP’s General Director approving the VBSP’s credit manual for loans for afforestation households under the Forest Sector Development Project;

- Document No.720/NHCS-TDNN-TDSV dated 29/3/2011 of VBSP’s General Director on changing, replacing and supplementing some points in the guiding documents for lending to poor households and other policy beneficiaries. 

- Document 1004/NHCS-TDNN dated 12/4/2013 of VBSP’s General Director on implementation of Article 21 of Decision No. 15/QĐ-HĐQT dated 05/3/2013 of VBSP’s Board of Directors on promulgating Regulation on organization and operation of SCGs.

- Decision No. 3210/QD-NHCS, dated 23/9/2015, amending and supplementing a number of points in VBSP’s credit manual for loans for afforestation households under the Forest Sector Development Project, approved under the Decision No. 247/QD-NHCS dated 25/01/2013 of General Director of VBSP.

- Document No. 5650/NHCS-TDNN dated 28/12/2016 of VBSP’s General Director on supplement of civil transaction between VBSP and borrowing households from 01/01/2017.

