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CIRCULAR
GUIDANCE OF FINANCIAL MANAGEMENT MECHANISM FOR VIET NAM ENVIRONMENT PROTECTION FUND 
Pursuant to Environment Protection Law dated on June 23rd, 2014;
Pursuant to Decree No. 215/2013/ NĐ-CP dated on November 23rd, 2013 of the Government regulating the functions, tasks, powers and organizational structure of the Ministry of Finance;

Pursuant to Decision No 78/2014/QĐ-TTg dated on December 26th, 2014 of the Prime Minister on organization and operation of Vietnam Environment Protection Fund;

At the request of the Director of Department of Banking and Financial Institutions;

Minister of Finance issued a circular guiding the financial management mechanism for the Vietnam Environment Protection Fund.
Chapter I
GENERAL PROVISIONS
Article 1. Scope of regulation 

This Circular guides the financial management mechanism for Vietnam Environment Protection Fund that is organized and operated under Decision No 78/2014/QĐ-TTg of the Prime Minister dated 26/12/2014 (hereinafter referred to as Decision No.78/2014/QĐ-TTg).
Article 2. Applicable objects

1. Vietnam Environment Protection Fund (hereinafter referred to as VEPF).
2. Relevant agencies, organizations and individuals.
Article 3. Financial management principles
1. VEPF is a financial institution under Ministry of Natural Resources and Environment, operating for non-profit purpose but must preserve the charter capital and cover its own management cost, is exempt from taxes and state budget liabilities regarding to environment protection activities under the provisions of tax law and state budget law.
2. VEPF operates openly, transparently and equality under the law.
3. VEPF is subject to examination, inspection and audit of financial activities by State Financial Management Agencies and State Auditor.
Article 4. Responsibility
Management Board, Supervisory Board, Director of VEPF have legal responsibilities under the State Management Agencies for the management of charter capital and assets of VEPF to ensure the use of funds for the right purposes, economically, efficiently, and to comply with regulations on financial management, accounting and auditing.
Chapter II
REGULATIONS ON CAPITAL AND ASSETS
SECTION 1. MANAGEMENT OF CAPITAL SOURCES AND USE OF FUNDS 
Article 5. Capital sources of VEPF 
The capital sources of VEPF are formed from the following sources:
1. Charter capital:
a) Charter capital of VEPF until 2017 is 1,000 (one thousand) billion VND. Roadmap of additional allocation for VEPF is implemented under the provisions of Term 1 Article 7 of Decision No. 78/2014 / QĐ-TTg;
b) Charter capital of VEPF is supplemented from following sources: 
- State budget as prescribed by law;
-Development Investment Fund.
2. Active capital is supplemented annually from following sources: 
a) Budget expenditures subsidized business environmental funding for projects, environmental protection tasks performed annually and additional active capital for VEPF;

 b) Ccompensations for environment and biodiversity damage paid into the state budget as prescribed by the law;
c) Fees for the sale and transfer Certified Emission Reduction (CERs) from the implementation of CDM projects in Vietnam;
d) Grants, supports, voluntary contributions, investment authorization of organizations and individuals from abroad and domestic for environmental protection field and climate change response;
đ) Supplementation from the variance of annual expenditure under the provisions of point a, Term 1 of Article 15 stated in this Circular;
e) Other legal capitals as prescribed by law.

Article 6. Use of capital
VEPF capital is used to:
1. Provide soft loans for environmental projects in whole country.
2. Provide interest assistance for environmental projects which receive loan from credit institutions as prescribed by law.
3. Sponsor, co-sponsor for environment protection activities in accordance with the law and not overlap with the state budget allocated for the ministries, sectors and local’s expenditure for environment protection activities.
4. Perform a number of mechanisms, fiscal policies for investment projects related to Clean Development Mechanism (CDM), including:
a) Organize, follow, manage and collect fees of Certified Emission Reduction (CERs) by the International Executive Board of CDM to implement CDM projects in Vietnam;
b) Support for awareness raising campaign of CDM projects; review and approval of CDM project documents; managing and monitoring CDM projects;
c) Subsidize for products of CDM projects.

5. Support electricity price for grid connected wind power projects under the decision of the Prime Minister and in accordance with current law.
6. Financing for these activities to respond to climate change in accordance with the law.
7. Implement programs, schemes, projects and other duties assigned by Prime Minister and Minister of Natural Resources and Environment under the provisions of law.
8. Invest in infrastructure and purchase fixed assets for VEPF activities.
9. Use spare fund to deposit at good ranking commercial banks which are classified by the State Bank of Vietnam in order to preserve and grow VEPF capital meanwhile still ensuring safety. VEPF Management Council issues regulations on management and investment of spare funds in commercial banks in order to guide VEPF implementation.
Article 7. Assurance of capital preservation

1. VEPF is responsible for complying with regulations on ensuring active capital preservation, including:
a) Manage and use capital for the right purposes and efficiently
b) Buy property insurance and other insurance as prescribed by law; 
c) Abstract risk reserve fund for lending activities under the provisions of professional operation guide of VEPF;
d) Implement other measures to ensure capital preservation in accordance with law regulations.
2. VEPF is strictly prohibited to:
a) Raise capital in the form of deposits, promissory notes, bills, bonds, commercial loans of organizations and individuals at domestic and abroad;
b) Use active capital to carry out purposes such as currency trading, securities investments, real estate and business activities are not allowed otherwise.
SECTION 2.  MANAGEMENT OF ASSETS 

Article 8. Investment in purchasing fixed assets 
1. The investment in and purchase of fixed assets serving for VEPF activities must comply with the principle that residual value of fixed assets does not exceed 10% of VEPF available charter capital at the time of purchase 
2. Every year, VEPF must plan the investment, fixed asset purchase and submitting to Management Council for consideration and approval. The investment, purchase of fixed assets for VEPF activities are submitted by the Director to Management Council to make decision according to annual plan.   

3. Processes and procedures for purchasing fixed assets of VEPF must comply with law on investment management, fixed assets purchase and current regulations for 100% capital state-holding enterprises. VEPF must have assets insured under the provisions of law.
4. VEPF shall carry out fixed assets depreciation under currently applicable regulations for 100% capital state-holding enterprises.
Article 9. Inventory, evaluation, liquidation or sale of assets
1. Assets inventory

VEPF should carry out an inventory of assets in accordance with law regulations on 100% capital state-holding enterprises. The causes of and relevant personnel responsible for assets surplus or deficit should be clearly identified, and the compensation should be determined as prescribed by regualtions.
2. Assets revaluation
VEPF should carry out revaluation of assets as prescribed by law regulations on 100% capital state-holding enterprises. The variances of increase or decrease in value due to revaluation of assets are carried out in accordance with regulations on each specific case.
3. Assets liquidation and sale 

a) VEPF is entitled to disposals of assets sold poorly, lose the qualities and properties were damaged without possibility of recovery; technically obsolete assets without the need to use or used inefficiently to payback the principle of openness and transparency, capital preservation and compliance with the law regulations on 100 % capital state-holding enterprises;
b) Jurisdiction on liquidation or sale of fixed assets
- VEPF Management Council decides the liquidation plan, the sale of fixed assets have value remaining below 50% of available charter capital of VEPF published in the latest quarter but not excessive project rules tissue management group B. Council may authorize VEPF Director to decide the sale or liquidation of assets under jurisdiction of the Management Council;
- The fixed assets liquidation or sale plan beyond jurisdiction of Management Council shall be decided by the Minister of Natural Resources and Environment.
Article 10. Settlement of asset loss 

If asset loss happens, VEPF shall determine the loss value, causes, responsibilities and deal with as follows:

1. Clearly identifying the objective reasons (natural disasters, epidemics, fires, unexpected accidents, political risks) and subjective reasons.
2. If due to subjective reasons, the organizations and individuals that have caused damage should be fined and dealt with according to law regulations. VEPF Management Council makes decision authorizes VEPF Director to make decision of the level of compensation under the provisions of law regulations and he should bear responsibility for his decisions.
3. If the assets are already insured, the settlement will be handled in accordance with law regulations on insurance sector.
4. The value of assets after losses were offset by compensation of organizations and individuals that caused the loss, the insurance organization and use of reserves is accounted for as expenses in the period.
5. The special cases are seriously caused by natural disaster or force majeure causes and VEPF cannot remedy, VEPF Director shall report settlement plan to Management Council and submit to Minister of Natural Resources and Environment make decision.
Chapter III
MANAGEMENT OF REVENUE, COSTS AND PERFORMANCE RESULTS 
Article 11. Revenues of VEPF 
VEPF's revenue is incomes arising in the period, including:
1. Income from professional operations:
a) Interest income from projects which receive fund from VEPF;
b) Handling fees collected from entrusted loans, financial support of domestic/foreign organizations and individuals under entrustment contracts;
c) Income from other professional operations.
2. Income from financial operations:
a) Deposit interests;
b ) Other incomes from financial operations.
3. Other incomes:
a) From sale and liquidation of fixed assets of VEPF

b) From insurance paid for property loss;
c) Debt collection from forgiven debt;
d) Other legal incomes.
Article 12. Costs of VEPF

VEPF’s costs are arising expenses during certain period which are necessary for the operation of VEPF, abide by the principle correspondence between revenue and expenses, is full of invoices and vouchers valid under the provisions of law, including;
1. Costs of professional operations
a) Expenses from lending and entrustment activities;
b) Expenses from risk reserve fund for lending activities under the provisions of professional operation guide of VEPF;
c) Interest payment for deposit for environmental rehabilitation in mineral exploitation and ensuring imported scrap;
d) Expenses for other professional operations. 
2. Financial operating expenses: Includes expenses related deposits at commercial banks and other expenses.
3. Expenses for officials and employees comply with the regime of state regulations for 100% charter capital state-holding enterprises:
a) Salaries, allowances, wages, meals and costs paid for officers and employees of VEPF as prescribed by law;
b) Allowances for members of the Management Council, Supervisory Board of VEPF as prescribed by law;
c) Expenses for social insurance, medical insurance, trade union fees, unemployment insurance;
d) Expenses for the cost of labor for women under current regulations; labor protection expenses, transaction expenses costumes; expenses for security;
đ) Other expenses for officers and employees in accordance with law.
4. Management costs of VEPF 
a) Cost depreciation as prescribed by law; lease of fixed assets; property insurance; repair and maintenance of assets; rent and purchase tools, instruments of labor, property, equipment, stationery serving for VEPF activities; offset for  loss of assets in accordance with regulations;
b) Cost of services: costs of electricity, water, telephone, post and telecommunications; auditing, legal services; pay to use the technical documentation, patents, and technical services; transportation costs; fire safety;
c) Per diems, transportation fees for VEPF staff on domestic/abroad business under the regime of state regulations 100% charter capital state-holding enterprises;
d) Costs for external affairs, for meetings, reception, festival, ceremonies as prescribed by law;
đ) Other costs in accordance with law regulations. 

5. Other costs:
a) Cost for collection of forgiven debt; 

b) Costs for collection of fines as prescribed in law;
c) Costs for supporting the activities of the Party and mass organizations of VEPF as prescribed by the government (excluding support for unions, local authorities, social organizations and other agencies);
d) Costs for sale or liquidation of assets (if any), including remaining value of fixed assets;
đ) Other costs in accordance with law regulations.

6. Cost norms specified in paragraphs 1, 2, 3, 4 and 5 of this Article shall comply with the provisions of the law for 100% charter capital state-owned enterprises. In case law has no provisions, VEPF should base on the financial ability to formulate norms, spending decisions ensure consistent, effective and accountable before the law. For improper payments regime, which exceeds the expenses, VEPF must be paid out accounting records of VEPF, and to clarify the responsibilities of organizations and individuals related to the levels competent to decide on the plan reimbursement.
Article 13. Costs are not allowed to account as operating expenses of VEPF

1. Exceeding costs as stated in Term 6 of Article 12 of this Circular.
2. Damages are compensated by state support or insurance agency, the damaging subjects 

3. Fines for administrative violations due to subjective reasons, violations of financial regulations.
4. Costs for infrastructure investment, procurement, upgrade and renovation of the fixed assets related to infrastructure construction capital.
5. Cost without receipts, vouchers valid, legally.

 6. Costs not related to functional activities of VEPF.

7. Costs cover by other sources.

Artice 14. Difference between incomes and costs

1. Difference between incomes and costs is the difference between total income and total  costs reasonably incurs in valid financial year under the provisions of Article 11 and Article 12 of this Circular.
2. The difference in income and costs for the year is positive (+) when income is grater than cost and vice versa

Arrticle 15. Distribution of difference between incomes and costs

1. When the difference between income and cost is positive (+), after paying fines for violating the law are the responsibility of VEPF and offset negative differences cumulative cost to the previous year (if any), to be distributed as follows:
a) Deduct 20% in additional capital of VEPF to perform support tasks, funding. VEPF is responsible to account separately and controlthis capital;
b) Deduct 30% in development funds;
c) Deduct in reward welfare fund:
- If accomplishing the plan which is approved by VEPF Management Council in early year, VEPF is allowed to deduct maximum two mentioned above funds an amount of 03 months salary in the year;
- If failing to accomplishing the annual plan which is approved by VEPF Management Council, VEPF is allowed to deduct maximum two mentioned above funds an amount of 02 months salary in the year;
d) The remaining after the deduction the above funds will be deducted into the development fund.
2. If the difference between income and cost in the financial year is negative (-), VEPF is allowed to transfer the deficit to the following year, no more than 5 years from the next year after five consecutive losses arise. In case after 05 years VEPF fails to transfer the deficit, VEPF shall report to Ministry of Natural Resources and Environment in coordination with Ministry of Finance submitting to the Prime Minister for consideration and decision.
Article 16. Principles of using funds 

1. Development Fund is used to supplement the charter capital of VEPF
2. Reward Fund is used to:
a) Year-end bonuses or regular bonuses to officers and employees of VEPF;
b) Irregular bonuses to individuals, groups of VEPF have technical innovations, business processes producing efficiency in VEPF operation;
c) Rewards for individuals and organizations outside VEPF effectively contribute to professional operations, management of VEPF.
VEPF Management Council stipulates regulations specifying the rewarded object, bonuses level and other contents for VEPF to implement.

3. The welfare fund is used to:
a) Invest in construction or repair, supplement for welfare activities, and funding for welfare works of the Sector;
b) Spend in public welfare activities, collective welfare of officials and employees; social welfare;
c) Spend in extraordinary allowances for officials and employees, including the staff have difficulties, retired, disable staff of VEPF;
d) Spend in other welfare activities.

4. The use of above funds shall be used transparently in accordance with transparent financial regulations, democratic regulations and other state regulations.
Chapter IV
FINANCIAL PLANNING, ACCOUNTING AND AUDIT
FINANCIAL REPORT
Section 1. FINANCIAL PLANNING
Article 17. Financial planning

1. On the basis of strategy, orientation and annual operating plan approved by Ministry of Natural Resources and Environment,  VEPF develops annual financial plan and submitting to the Management Council for approval.
2. Annual financial plan of VEPF shall include basic contents specified in Annex 1 and Annex 2 and Annex 3 of this Circular.
3. The process of approval and promulgation of annual financial plan of VEPF:
a) VEPF develops next year financial plan, submit to Management Council for approval  and send to Ministry of Natural Resources and Environment prior to December 31 each year.
b) Before 1 June each year, VEPF submit to Management Council for approval of a plan to use funds from environmental sources of business expenditures next year to the Ministry of Natural Resources and Environment, send submission Ministry of Finance jurisdiction to review the decision.
Section 2. ACCOUNTING, AUDIT THE FINANCIAL REPORTS
Article 18. Accounting
1. VEPF implements accounting mode in accordance with accounting law and the guidance of Ministry of Finance.
2. Financial year of VEPF starts on Jan 1st and end on December 31th.
Article 19. Financial reports and other reports

1. At the end of the accounting period (quarter, year) VEPF shall prepare, explain and send financial report to Ministry of Natural Resources and Environment and Ministry of Finance as stipulated by the current legislation.
2. Quarterly, yearly periodical reports include:

a) Financial reports includes: accounting balance sheet, statement of operations, cash flow statement, explanation of financial report; financial income and cost report, the distribution of difference between income and cost, and the use of funds, financing statements, support according to Annex 4, Appendix 5 and Appendix 6 of this Circular;
b) Other reports: Report on the loans in accordance with Appendix 7 in this Circular.
3. Audit the financial report 

a) The financial report of VEPF shall be audited by State Audit Office of Vietnam;
b) If State Audit Office of Vietnam has no audit plans, financial report of VEPF shall be audited by an independent audit organization in accordance with law.
4. Chairman of Management Council, Director of VEPF is responsible for the accuracy and truthfulness of the above reports.
5.  The deadline for submitting reports:
a) Quarterly reports shall are sent latest by the 25th of the first month of the following quarter;
b)  Yearly report shall be submitted no later than the date of next year 30/3
6. VEPF is responsible to provide information, extraordinary reports at the request of authorities in accordance with the law.
Article 20. Approval, inspection, disclosure of financial reports

1. Annual financial reports of VEPF shall be approved by Ministry of Natural Resources and Environment. The annual financial reports of VEPF shall be sent to Ministry of Finance for monitoring.
2. Supervisory Board of VEPF organize the management, control according fiscal, accounting regime, and report the results to VEPF Management Council.
3. If necessary, VEPF is subject to financial inspection of Ministry of Natural Resources and Environment, including:
a)  Check financial reports periodically or irregularly;
b) Inspection upon request related financial reports.

4. Within 120 days after the end of fiscal year end, VEPF shall disclose financial reports in accordance with the accounting law.
Chapter V
RESPONSIBILITIES OF AGENCIES
Article 21. Responsibilities of Ministry of Finance

1. Implementation responsibilities specified in Term 2, Article 8 of Decision No 78/2014/QD-TTg.
2. Guide the accounting regulations consistent with the scale and characteristics of VEPF activities 

3. Coordinate with Ministry of Natural Resources and Environment to inspect and supervise the implementation of financial management regime of VEPF as prescribed by law.
Article 22. Responsibilities of VEPF

1. VEPF is legally responsible for the management, use and preservation of capital, state owned properties. 
2. Comply with financial management regime under the provisions of this Circular and other relevant legislation documents.
3. Yearly, VEPF reports the use demand for capital from environmental career expenditure to Ministry of Natural Resources and Environment for consideration and submit the competent authority for approval.
4. Develop annual settlement report.
5. Directly uunder the management, inspection and supervision of Ministry of Natural Resources and Environment and the competent authorities in accordance with applicable law.
Chapter VI
IMPLEMENTATION ORGANIZATION

Article 23. Transitional provisions
The entire balance of the funds (additional chartered capital, investment and development fund) is made in accordance with Circular No. 93/2003/TT-BTC dated 10/06/2003 of Ministry of Finance on guiding financial management regime for VEPF as of effective date of this Circular will be used to supplement the charter capital of VEPF.
Article 24. Validity
This Circular has validity from the date of 01.01.2016 and replaces Circular No. 93/2003/ TT-BTC dated 10/06/2003 of Ministry of Finance guiding the financial management regime for VEPF. /.
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