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IS IT POSSIBLE TO SIMPLIFY
THE PROCESS OF
CONVENING A GENERAL
MEETING OF
SHAREHOLDERS?

The below Legal Summary prepared by BLG contains a brief discussion with tailored
practical information for investment and business activities in Vietnam.

The article concentrates on procedure to convene a General Meeting of Shareholders in
a joint stock company and the risk from failure of compliance.
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Under Vietnamese laws, the General Meeting of Shareholders including all
shareholders (the “GMS”) is the supreme body of a joint stock company. A main and
popular option to obtain a decision of the GMS is to hold a meeting in which
shareholders shall exercise their voting rights. This article shall address the questions
on how to convene a GMS in compliance with applicable rules and regulations; and
the legal consequence from noncompliance. It is noted that our discussion is applied
to a normal joint stock company and its charter has no different clauses from the
current Law on Enterprise No. 59/2020/QH14 (the “LOE 2020”). There maybe have
more requirements for a listed or a public company, which we do not discuss in this
article.

Pursuant to LOE 2022, the GMS must be convened annually and can be convened
irregularly as per request of either the Board of Managers (the “BOM”), the Inspection
Committee or the shareholder or group of shareholders owning at least 5% of the
ordinary shares of the company (the “Minority Shareholder”) in some specific cases.

In general, the procedure to convene a GMS is as follows:

List of shareholders entitled to
the meeting participate

Decision on convening

By BOM; otherwise - Made by the meeting convenor based on

By inspection committee; otherwise the shareholders’ registry.

By the Minority Shareholder.

information as prescribed by laws.

l Within 10 davys

Supplement to the meeting
agenda

The Minority Shareholder is entitled

to propose additions to the agenda at
least 03 working days before the

opening date.

After Meeting

Meeting minutes, Votes Checking
Minutes, Resolution shall be sent to
shareholders.

MNotification to shareholders

Invitation to the meeting, meeting
agenda, other meeting documents,
voting card must be sent to all
shareholders in the list.

l Afteratleast 21 days

The meeting shall be chaired in
accordance with the laws, Charter,
and all internal regulations (if any).
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From the chart, the workload to convene a GMS seems to be enormous whilst each
task has to strictly follow a timeframe by laws, culminating in a lengthy and
sometimes a costly process.

Is it possible to simplify such process? From our experience, we do not recommend
doing so. Pursuant to Article 151.1 of LOE 2020, any material breach of the procedure
for either convening the GMS or promulgating a GMS’ resolution may lead to the
cancellation of the GMS’ resolution in the even any Minority Shareholder request the
court or the arbitration to do so.

In the High People's Court in Da Nang’s judgment in 2018, the Trial Panel stated that:

(i) In regard to the GMS on 22 March 2017, Company O sent the invitation to the
shareholder named V owning the ordinary shares accounting for 30.45% of
charter capital of Company O on 13 March 2017 without any meeting
documents. That is not in compliance with the Law on Enterprises 2014 and the
Charter of Company O.

(ii)  Itis groundless when Company O argued that the Resolution ratified by 100%
of the voting shares at the GMS on 22 March 2017 was lawful and effective even
if the laws and regulations on the procedures for promulgating such
Resolution were not properly followed. Company O did violate the
procedures for convening the GMS, which is the ground for the Trial Panel to
accept the request of V to cancel the Resolution pursuant to provisions of Law
on Enterprises 2014.

In this case, Company O did not meet the timeline to send out invitation and failed to
send all meeting documents to its shareholders. This noncompliance adversely affect
the rights of shareholders to give opinions and vote as they were not notified of the
matter to be discussed in advance to spend time evaluating it comprehensively.
Consequently, the resolution passed in the GMS was cancelled.

In short, the regulations on convening the GMS is to ensure the openness and
transparency in the governance and operation of a joint stock company and to avoid
the abuse of power of the managers and/or majority shareholders. In other words, it
is to protect the legitimate rights and interests of all shareholders. Therefore, to
minimize the risks in case of any claim against the validity and effectiveness of the
resolution ratified by such GMS, we recommend to strictly follow the procedures
prescribed by applicable laws, Charter and internal regulations.
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We trust that our articles are of your assistance. Please kindly visit Insight at our official
website www.bizlegalgroup.com for more information.
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BLG Law Firm was officially founded in 2011
by the law-specialized members who are
young, proactive and intense to contribute
the legal service with motto

BOUTIQUE TRANSACTIONAL
LAW FIRM

> Officially established in 2011, today one of
Leading Law Firm in Vietnam.

> Reputation built from professional conduct
and the highest quality of legal practice.

> 75% of our Clients are Foreign Entities &
Outbound transactions.

> Especially, high performance in Energy &
Infrastructure & Real Estate, Corporate & M&A
(Investment Banking).
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> Strong collaboration with international
Singaporean, HongKong and Korean Law Firm.

» The Firm'’s goal is “the foundation of success”
with cost-effective and competitive service fee.

@ Head office:
C2-02.0T04 Vinhomes Central Park, 720A
Dien Bien Phu, Ward 22, Binh Thanh
District, Ho Chi Minh City.
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Disclaimer: The information provided on this issue does not, and is not intended to, constitute legal
advice; instead, all information, content, and materials available are for general informational purposes

only. For legal advice, please contact our team.



