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Chapter |

Introduction
1. Background

Foreign Direct Investment (FDI) is the investment which usually involves
participation in critical changing infrastructures such as information technology,
transportation and social environment especially in developing countries. FDI outflow
has emerged increasingly in developing countries as they need various benefits from
oversea investment to better their egonomic growth. For instance, the overseas
investment helps the invesior finding the lower production cost, searching more natural
resources and entering the regional marklét. After Plaza Accord Agreement in 1985, East
Asian nations have facedithe big imfﬁact ﬁ_’9m the competitive exporter which increases
the tendency of oversea investme’htiin n"Fvv; developed countries. Many researchers
found benefits of FDI in‘varigus dime}_nsions':r,_?ps_jtively and negatively.

' 4y
add v ol
A very recentinteresting cas_e_fév}gdy, in terms of FDI dimension, is the

Korean FDI inward. This took place.in som@éy_eloping countries since the growth of

Korean oversea investment has been increasing to be the major investor. The Korean

FDI increased itself-s_ig_nificantly since early 1990s beforé’it hit the currency crisis in
1997. After the interruption due to the crisis, Korean FDI*has, again, started to continue
the Korean FDI inward in 2002. The governmental deregulations on overseas investment
by individuals havercontributed to ithe growith of loutward FDI.fn particular, the recent

investment in resource development surged on thetack of governrieht assistance.

In Southeast Asia region, FDI is regarded as the main factors to build up
economical growth. In group of new ASEAN members, including Vietham in 1995, and
Myanmar, Cambodia and Laos in 1997, have the core purposes by unique politic,
economy and commerce. Although, the political situation still branch this region off
dissimilar political administration, FDI are an important progress for these regions.
However, the global collaboration and economic integration among Southeast Asian

nations are attractive factors for inflow capital. In diversity, the group of new ASEAN



members, composed of Cambodia, Laos, Myanmar, and Vietnam (CLMV), is the group
of less developing countries in Southeast Asia region where there is conformity in
livelihood dimension. The CLMV represents the group of opportunity lands which is

completely ready for the development in economic environment.

Most of foreign investors consider production sources rather important
as their objective is to help lowering thecost and expanding the market in the host
country. In region, the ASEAN inward FDl/wasthigher than 61 billion USD in 2007 by
initial majority asset went e Singapore;r Thailands=indonesia, Malaysia and Vietnam,
while other nations had_lower investment proportioen. However, inward FDI of others

increased more than 70spercent in 2006, (UNCTAD, 2010: online) The most interesting
]
industry is the industiy” that uses the natural resources especially in CLMV. For

Myanmar, the extractive industries get fbe investment in mining, natural resources
investigation, and petroledm. n Car}]bodia;ﬂ_ {elecommunication and textile industries are
interesting. The agricultural production ahdi service industry have invested in Laos

F o
continuously. Except the benefit “of produ‘ét’?_on_ cost, FDI inflow in this regional still

emerge Free Trade Agreement to many nations.

o el

The tra:'ns_formation of Korean investmentiniAsia with the growth of new

developing countries from FDI is very interesting. In terms-of ASEAN, South Korea is the
third largest trade partner, the third largest investment destination, and the second
largest construction market= Thereforenthissregiongis) alsoza major supplier of natural
resource and the ASEAN-Korea FTA ‘which entered into enforcement already. The
bilateraltrade:volume between-ASEAN.and,the-ROK nearly tripled-from the period 2001
to 2008 and from'32 billion USD to 90 billion USD. (ASEAN-KOREA center, 2010: online)

Despite of the currency crisis, Korean FDI has been a success. Korean
funding has contributed to increase in productivity, and improvement of trade balance,
includes taking profit. The investment still has strengthened in intra-regional economic
activities. In CLMV, the FDI increases more than past due to the privilege and the lower

cost in many factors. This study will find impact of oversea investment and Korean FDI.



2. Objectives

1. To study relationship of outward Korean FDI and trading of Cambodia,
Laos, Myanmar, and Vietnam (CLMV).
2. To analyze consequence result of Korean investment within CLMV in

terms of both South Korea’s development and domestic development.
3. Scope of Research Study

1. This research focuses on‘siudying the impact of Korean FDI into
CLMV economic development includ;s trends,. behaviors, and factors affecting
economic growth and sg.en. Itsfiniormation will be representation as the formal available
variables from reliable seuirces sdch as GIIZ)P, lending cost, investment trend and etc.

2. The researeh jis torstuc&ﬁquantitative data which is limited between
1992 and 2009 and other felaied timings. ,; w

£y
X/

4. Expected Benefit of Research -
1. To find the chdracier of Korean FDI in CLMV development.

2. This, research will -provide the information,and guidance to the benefit

of related parties. | =
5. Procedures

Theleconamic| data in this empirical studyis the secondary data in terms
of time series dataset, annually data since 1992 until 2009. The descriptive study uses
cross-section: datas based | on, teliable [ sourCes” for|ithe: country! analysis such as
government agencies, regional agencies (ACMES, APEC, ASEAN and etc.) and

international agencies (ADB, IMF, WTO, and etc.).

This study shows deep descriptive analysis by using the statistical
information in form of data tables and figures for understanding the structures and
characteristics of Korean FDI in the CLMV region. Moreover, this study includes the

specific econometric analysis to test relationship of ROK investment and CLMV.



6. Component of Research

Chapter 1 to describe the preface, the problems, rationale and the
introduction about this study.

Chapter 2 to review the related FDI theories about purposes and
characteristics, the multinational investment, and the development of CLMV and other
co-operations in this region by using related literature review from the reliable sources.

Chapter 3 to show the econemic linkage between CLMV and Korean

Direct Investment by indicate the background of the ROK's trade evolution and
-

investment development. Forwother issues, the content describes the component of

economic cooperation which relates to CLMV, and the CLMV investment environment.

]
Chapter 4'to desgribe the research methedology in terms of the variable,

hypothesis, limitation, and etg:

_—

Chapter 540 gonclude thejeconometriciresult and descriptive analysis

from supportable data.

Chapter 6 to summarize théf?esearch by indicating results, interesting
: 220

remarks, and recommendations.” R —

L, =

7. Definition of Terms-

In this research, the some words refer to sp'ercific definition as follow.

- FDI reférs to Foreign Direct Investment. T

2GDPIrefers to Gross: Daomestic Products.

-'€ambodia refers to the Kingdom of Cambodia.

- Laes refers tothe'llao People's Demoeratic. Repubiic.

- Myanmar refers to the Union of Myanmar.

- Vietnam refers to the Socialist Republic of Vietnam.

- ASEAN refers to the Association of Southeast Asian Nations.

- CLMV refers to the group of Kingdom of Cambodia, Lao People's
Democratic Republic, Union of Myanmar, and Socialist Republic of Vietnam.

- Korea, or ROK, refers to the Republic of Korea.



Chapter I

Theory and Literature Review
1. Multinational Investment

The recent boundary of commercial transactions is unlimited in its
landscape, but the globalization policy of all government always expands the new

formation of business operations especially ininvestment to business parties.
1.1. International Commercial Theories

Many researches. about international investment expresses the
importance of the external funding to ecénomic developing nations. Their initial studies
have found relationships petween int'émair:_i#o"'nal pbusiness and investment quantity since
1945. Mundell (1957) explains the pihenc';me'non of capital abundance in developed
country is produce and export gopd§ in ter'-r_fw,___s Q__f capital intensive to country which have

no comparative advantage; in that goéﬂ&_ This Mundell's theory explains the

o dt

characteristic of capital in forfd-of substit fioﬁf Mundell uses the Heckscher-Ohlin-

Samuelson (H-O-S), the traditiohal theory at;é:?uﬂhe advantage of production from state
has more comparativégaelvaﬂ%age—m—seme—pfeduc%thanibt’hers. In the practical view,
Cho and Moon (2005) concludes the role of human factb‘r,s and internationalization is
important for their Comp;étitiveness may not have abundant natural resources. The open

economy gain competitive facton' by remobilizing'human factors-and opening up.

Besides the benefit ‘of capital intensive, the othet.international trade
theories ‘express|the reason te support-foreign direct investmenty(FDI). Vernon (1966)
developed the product life-cycle theory by response to the failure of H-O-S model. His
theory suggests that early in a product life-cycle all the parts and labor associates with
that product come from the area in which it was invented. After the product becomes
favorites and uses in the world markets, production process moves away from the point
of origin to other states. Moreover, Kim (2000) explains that FDI inflow in developing

countries is due to external reasons rather than the internal effect.



1.2. FDI Importance and Impact of International Capital

Basu, Chakraborty and Reagle (2003) found the relationship between
Gross Domestic Product (GDP) and FDI from 23 developing countries in Asia, Africa,
Europe and Latin America. They found its relationship of both directions in more open
economies, and one direction starts from GDP growth to increasing of FDI in closed
economies. In the same, Trevino and Upadhyaya (2003) studies a specific experiment in
5 developing Asian countries, that the positive impact of FDI. In regulation barrier,
Dhakal, Rahman and Upadhyaya (2007) uses regression techniques and identify
institutional variables that explain the c;)ss—country variation. The investigation shows
that the relationship between FDliand country growth is reinforced by greater political
rights and more limited gale offlaw. 3

i

In the differegnt ¥iew, the st_.ﬁdy_ of Ntwala (2003) in Africa expresses the
\ 4
contradiction between sthe development of FDI and the socio-economic problem,

however, the researcher recommends the gqvemment should revise the policies about

i

FDI for maximize advantageous.of their natlor_ae.-_hj cultural view, Nabil (2000) studies the

role of FDI in development and. growth in the._'Qrganization of the Islamic Conference

(OIC) which is insisted the improper policies of OIC sta_tes_ from cultural conservation

play the dominant factar,in inefficiency of FDI, however, his study supports the benefit of
FDI in OIC development by the suitable environment then his conclusion shows the

successfulness-af some, QG members in.development from-EDi-

In" study of Blonigen- (2001), its discussion introduces the both of
substitution| effect andscomplementarity’'s effect. Substitution is replacing export by the
outward investment for production facilities abroad. FDI will replace export’s trade if
there are sufficient costs to external transactions. For substituted effect, its FDI effect
production of foreign capital may increases the local demand for those products. This
effect relates more understanding about those markets. His study may insist that aboard

affiliate investments may relate exports to host country.



Nevertheless, Dunning (1993) found natural resources that these
resources such as minerals, raw materials and agricultural products are wanted from
FDI inflow. The need was to guarantee a cheap and safe supply of natural resources
justifies much of the FDI flows in the 1800s and early 1900s, largely from the most
industrialized nations to the less developed areas of the global. For multinational firms,
the FDI benefits extend to their companies develop relations to network actors in their
local environments. Dunning analyzes thel relationship between the owner and the
decision by the multinational corporations give” moere advantage for the host nations

follow by the market mechanism: -

Many studies .insist the e?ffect of EDI with country growth. Alfaro and

Charlton (2007) analyze'industpy-level déta}.set to examine various links between FDI

and country growth. They find FDI at thé:.ilndustry level to be associated with higher

growth in value addeds The relation |S gtronger for industries with higher skill

requirements and for industries more relianr_t-:-cm ‘external capital. Furthermore, FDI quality

is also associated with positive arnd"'econd-iﬁ;@;:flll!y significant growth effects. In diverse
dent A4

direction, the negative results on growth ha,ve'_tbeen noticed when FDI is in heavily

protected industries (Encarnatizc—)ﬁ—énd Wells,.ﬁé-éé_:é4—68).

Piriya (2008) reviews the connected theories between Multinational
Corporation theory and International Capital Flow theory. The theory of international
capital focuses=om ther movementoof (eapital (in jJamount .andspurpose to explain the
causes and effects of this movement, while the Multinational Corporation represents
activities, associated-with multinational enterprises.Ihe smost Multinatignal Corporations
is relating firm structure’ manufacturing plants. In Corporate view when the investment
decision is happen, Moon (2004) found surplus factors became an important ownership
advantage and contributed to a higher level of optimal output than before by increasing
productivity. Then, Multinational Corporations seek complement factors abroad and

increase the economic value of these factors as well as their own factors.

2. Korean Foreign Direct Investment



2.1. ROK Foreign Direct Investment Policy

Hwang (2001) concludes the character of Korean economy in the face of
growing of global economic integration depends on export-oriented, and then, Korean
GDP about 73 percent relies on international trade. For these reasons, Korea is
dedicated to maintain and further promoting openness. It is determined more than ever
to promote free trade in both domestic and international markets. Moon (2007)

concludes evolution of government in four stages as below.

Initial stage-—was timing between—1968 and 1974. In 1968, the
government introduced four«articles on foreign investment laws under the foreign
exchange regulation. Article™ 34 refefredito the approval of foreign investment. It stated
the establishment of overseasssubsidiary as an exception. For investing foreign stock,
real estate or bond, approval of the Minis}fe[;of Ministry ‘of Finance was required. The

4
investor must submit reguired documents. 4

' 4
Second stage looked to growth period since 1975 until 1979. Due to
’ ol

increasing in outward FDI transactions; the:,go_ivernment revised the related laws. In

1975, the Ministry~of Fiflance enacted foreign Minvestment approval and post

management guide Va_ﬁtﬂn 1978 the Bank of Korea estabﬁg-hed the by-laws on foreign
investment approval Qﬁberations. The approval require[hent was needed. Investing
companies had to get prigr approval of their business plans by the president of the Bank
of Korea. Theattempt-of the Goyernment to control capital flight from the country

pushed the introduction of controls.

Third "stage was encouragement between™1980 and 1985. During this
period, the government liberalized the law relating to outward FDI. Revisions were made
in 1981, 1982 and 1983. Many conditions for FDI were relaxed. In 1981, the requirement
of three-year business experience and host country’s condition were adjusted and
streamlined, and pre-approval process on outward FDI plan was stopped. In 1982, the

investment rate was relieved; and then, restriction on credit limit was relaxed in 1983.



Forth stage was openness period between 1986 and 2004. Since 1986,
the Korean economy had recorded trade surpluses and then outward FDI was more
encouraged. Increasing local production costs and problems of labor drove firms to
invest abroad. The government has relaxed more regulations including the investment
ceiling for venture capitalists. In 2003, the enforcement ordinance in foreign trade law

was established, which supported oversea Korean firms by solving obstacles.

Recently outward investment policy in Southeast Asia, the ASEAN-Korea
Investment Agreement wasssigned on QJJune 2009-at the summit in Jeju Island, ROK.
This agreement fulfilled_the=ASEAN-Korea Free “Trade Agreement. The Investment
Agreement is a legal frameweork .to expaind investment between both parties therefore
this sign would affordebetter protectionl. fpr pboth Korean and ASEAN investors by
granting similar treatmegnt with' locals. T_he liberalization of investment in individual

industries will be completed within five yeaﬁfs 5f agreement taking effect.
2.2. Characteristic/of Korean Foreigljgpirect Investment

ST 2220
In the early period, Euh and Moon (1986) defines the successful

multinationalisation of Korean:fifrlhs, like others from HongKong, India, and Brazil, is

depended on acchrfﬁuTating managerial experience and deepening international
management techniques. Korea manufacturing investments are clustered in Asian
countries and related with'labor-intensive or teeghnologically standardized products such

as textiles and'electranic appliances:

Deok, (2007), describesyKorean«pays mere, attention to ;the region that
need of capital so Korean'FDI willlead toa 'more profitable’in win-wih game structure for
both investor and recipient. Moreover, wage cost, labor disputes, and currency
appreciation drive the Korean outflow FDI. Asia will be more a favorable place for
Korean investors in the future not only because of low labor costs and transport costs
but also because of increasing purchasing power. This result is similar to other studies,
the labor intensive and trades are the main factors in selective decision of Korean FDI

by evidence from China by Yao (2003) and Liu (2005).



10

Lee (2002) uses gravity model to analyze location of trade. Then he finds
Korea's FDI stock, market size and growth in real GDP significantly cause a positive
effect on location of FDI, while the real GDP and distance variables show negative
effects on FDI which implies that Korean overseas production has little relation to high-
income consumers and products. Lee notices transformation of choice of location after
financial crisis. In early 1990s, the motivation was seeking low cost labor, but late 1990s;

the driving FDI factor was formation of busingsses in large conglomerate.

Shin, Mirza,and Kim (2005?) analyzes-eonclude the recent characteristics
and patterns of Korean outward FDL. The analyses-are made at both the aggregate and
industry levels to betterfunderstand thg dynamics of Korean outward FDI. Half of
outward FDI is in manuiactugingssector Céﬂ?ucted in three major industries: electronics,
automobiles, and textiles. Although Kore.énl firms are in several host countries, large

portion is concentrated infoup colinitries: Ciﬁ_\iné, Indonesia, United States, and Vietnam.

In last decade, the Kprean FJDI issue is stressed on the Southeast Asian
region (ASEAN). The study of Rysu-and Song (1993) expresses Korean outward FDI has
increased since the mid 1980s related to cha-hgés in the global investment environment.

Major incentives for:Korean investors fo invest in developing countries are the lower

wages and the advantages of exporting to the developin";q country’s market. In host
countries, ASEAN countries emerged as the most notablé recipients of Korea’s outward
FDI, with its share; ofginvestment ralmost «doubling to~26:pereent during the period
between 1986 and 1991. Then, Korean FDI in this region has affected the economic
developmentsofy, both Korea~and, Host, countriess, Fheys find, the mutual benefit in
promoting ‘employment, export rate and “transfer”of technologies. “Furthermore, the

decision is limited by government policy, indefinite cost, and balance of payment.

In same period, Chinmay and Ki (2006) insist the trend of Korean FDI
preference after 2000 in developing country such as China, Indonesia, Vietnam and
India. This phenomenon is due to the Korean economic problems, such as, unfavorable

industrial relations characterized as the antagonism between management and
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domestic labor market, cost structure, unattractive business circumstances, and
regulations. On the other hand, the higher labor cost and unstable labor market have
prevented the inward foreign investment for supplementing the outward foreign

investment, which led to imbalance between inward and outward foreign investment.

Min (2006) find Korean FDI in ASEAN has increased the direct
investment value aftermath the crisis iny1997 follow to the increasing of the export in this
region. Focus on Korean FDI in GMS region, there are many studies about the benefit of
FDI in Southeast Asia. Forinstance, (ihong (1999) studies the Mekong river basin
development in terms of thesrealities and prospeects of Korea's participation. Then he

find Korea had a great.intéresifin Basin development.
]

Korea remains/keenly interested in participating in the development of
the area. By this regional is'the largest méfke} of Korean and active participation in this
region is viewed in mid.and long term coné—:?fp Jl\_/lin (2006) indicates that the Republic of
Korea has experienced significant_éhangeé_ip- both trade and FDI inflows as well as
outflows following the 1997 Asianfinancial Cr"'i'is.lgiHis research finds Korean FDI after the

crisis has been successful. For giant countpy-’-sgeffect, Cheong (2006) defines export-

related Korean busigesspeople that have extended their exporting life cycle by shifting

their production facilities:to China as their export platform since 1992. However, demand
was lacking infrastructure—related materials. It is also observed that some Korean

investments argshiftingito Southeast Asian countriesifrom Chinazinfluence.

For other factor, Kim¢and Rhe (2009) find the determinant of Korean
outwardy FDI' areboth [conventional. and | idiosyncratic® dimensions. He found a
conventional result as market size by host market has a positive influence with Korean
FDI. This finding indicates Korean FDI was also driven by the motive to acquire strategic
assets. The major findings from Han and Thomas (1987) summarize the dominant type
of FDI by Korean firms in the starting period is in natural resources. For patent factor,
they still find the technology exploitation. This is the main factor of investment decision.

However, compare with Japanese FDI, Chang and Andrew (2006) find the Korean firm’s
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decision are take more risk than Japanese firms by venturing into emerging markets that

were characterized by high risk but might provide them untapped markets.

Jaeswan (2007) concludes the prospects of Korean economic
cooperation with CLMV is expected to increase steadily in the future as long as there is
no sudden economic crisis as the one in 1997. Various factors like the following would
do the economic between Korea and,CLMV actively are the economic growth of the

both. Its investment priorities are shifted to CLMV, specifically, Vietham and Cambodia.
3. Evolution of Foreign Direet-investment'in CLVV

The CLMV group consistsﬂ of four countries; the Kingdom of Cambodia,
the Lao People’s Democraiic Republicl,. Ehe Union of Myanmar, and the Socialist
Republic of Vietham. The CLMV. countries:stlill have relationship in terms of membership
in global and regional organizations: such as the Association of Southeast Asian Nations
(ASEAN). In depth of collaboration, the A!_sd_i'an*:DeveIopment Banking grants the initial
financial to support the intra ecron‘omy b&ifkt’bglggeography of this river basin as the

g - -'fj.."
Greater Mekong Sub-region (GMS},-which consist of the CLMV, Thailand and south

provinces of the People Republic of China. lts linside=economic infrastructure is

predominantly based_;oTagricuIture, where rice as their"s’;rhain product, but they are

diversifying into modernr_industry and transparent to Iiberali'zation economy.

Pfesently,| the rtrend 1 of 1 globals iFree ~TradesAgreement (FTA) has
increasing more,jimportance in regional from both attractive investment policies and
other ineentivess, In-status~CLMV-countries are-not, only. the: least-deyveloped countries
but also the poorest states in the'world: Although CLMVare’'the' ASEAN members, their
economic integration is differ from ASEAN so the CLMV economic surrounding will be a
long full of obstacles and challenges. Donghyun, Innwon, and Gemma (2008) found the
ASEAN-Korea Free Trade Area (AKFTA)'s considerations are important for productivity
gains from competition. In view of transfer of technology through trade, these lags

substantially behind Korea in terms of technological capabilities, especially in CLM.
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Due to CLMV is the part of Great Mekong Sub-region (GMS) economic
cooperation are the historical legacies and the political culture to be two factors to take
into account in understand what influences pace of economic development in this
regional. Its success of these states in overcoming the burden of their respective and
intertwined histories has been striking. For cultural example, Buddhist religious
countries, as political institutions, have been relative successful in encouraging
economic development. For environment issue, Philip (2000) finds GMS programs in
issues such as land tenure, macro-economie stabilization, and poverty alleviation, and
then he concludes all with-theirown positive and-negative implications for forest cover.

From traditional administrgt]on, the Yew's study (2006) has stressed on
CLMV since the mid-1980sy they havel.baeen undergoing economic transition, from
central planning to market economy, frorﬁijﬁward—looking to outward looking economic
development strategies and policie:s, andl:i_frdr-rn close economic with the Soviet-bloc to

closer economic relations with market ecor}dm'res. He refers the membership of ASEAN

b 4
and WTO will help less develgped states to reform and restructure their economies.
d ) i e S ’_,J‘_.l

Quah (2007) surveys the 1Al Work Rlan was launched by ASEAN in 2002.

Its plan aims to help,n(a@w the development gap betweenthe older six ASEAN member

countries and the newerCLMV countries. This study cites mﬁény problems, among which
are the low quality of s6me programs, and the lack of coordination between ASEAN and
other developmentiframeweorksy After jall, thezoldisixtASEAN"members have not enough
budgets to meaningfully fund IAl initiatives. So the economic disparities will become
more cencern issue, insthescontext ofpsEast Asian-integration-by.expand “Initiative for
ASEAN [ntegration” to “Initiativefor' East ‘Asian Integration.” These results show the

importance of East Asia’s role in expansion the economic influence.

Chalongphob (2006) insists the common interest of East Asia regional;
compose of six tradition ASEAN members, China, Japan, and Korea, to provide
development assistances to CLMV countries, whether financial or technical. Various

cooperations such as ASEAN Integration initiative, Great Mekong Subregion (GMS), and
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Ayeyawady-ChaoPhraya-Mekong Economic Cooperation Strategy (ACMECS) can
provide financial and other technical assistances to CLMV. Masami (2007) identifies and
analyzes the implemented policies so far on using geographical locations for developing
the economic corridors in GMS. Thus, the researcher finds this GMS can be considered
as the effective development scheme that had been implemented. In consequence
result of economic integration, Chalongphob (2006) exhibits the negative side of
economic integration with large development of disparity such as the social problems

about illegal labor migration in neighbor countries.

-

Claude (2003)*shows the notice of EDIl. For East Asian and Southeast
Asian countries, excluding Japan; the inward FDI-GDP ratio is very high compared with
others. It seems thatthis is ihe mostl‘_irp_portant characteristic and that the other
characteristics, such asfexportled grovvtLb,,l have been created by active inward FDI.
Daisuke (2006)’s paper which concludss ‘g'hed'-interesting points of FDI in CLMV was the

elimination of trade barriersiwould‘provide business opportunities within ASEAN, and the

£ )
low wage countries, like as CLMV,€an implef_nent measures to attractiveness for FDI.

sty
—

3.1. Kingdom of Cambgadia

| el

Ludoy, Joseph, Reth, and Daniel (2008) €xamines factors of inflow FDI
into Cambodia economy during 1995-2005 which was small open economy. Geographic
distance negatively affects the level of FDI inflews in Cambodia. The Asian crisis during
1997-1998 and “China’s*"WTQO membership have negative impagcts on the Cambodia to
be attracted destination of FDI. Therefore, further liberalization of Cambodia trade will
attract more/inward"EDI. Peter (2009)! studies'its attractive factors,and then, he finds the
benefit to'investing be the comparative advantage afforded in accessing resources but

the other barrier to do business are higher than other countries in this sub region.

In tourism sectors, Vilailuk (2009) researches tourism liberalization and
national strategies on tourism in Cambodia, which have the high importance in their
economy, and then, this study finds the South Korea investors had the dominate roles in

Cambodia. The Korean is the top of the market arrivals in Cambodia because of
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attractive places, as Angkor Wat. Moreover, Vilailuk mentions the activity such as golfing
that attracts Korean tourists. This phenomenon gives the consequence result in terms of
investment. Many property projects are planned to developing by South Korean
investors to cater for the growing businesses conducted. In 2007, Cambodia became

the second biggest destination after China for Korea’s overseas investment.
3.2. Lao People's Democratic Republic

Over the past decade, FDIflowssto Laos have gradually grown. Pemasiri
and Sommala (2008) notice-that-in global there-is-inereasing in global is as a result of
liberalization of FDI regulations+ in most part of the world. Developing country
governments are driven bysthe need fo attract foreign investment by offering investment
incentives and removing @bsiacles . of investment. Countries, such as Laos that are

isolated in the past, have experienced sﬁoﬂgges of foreign capital flows. Nowadays,

4
Laos has been successfulfinfattracting “foreign capital of multinational enterprises

production cost. Australian investors have

seeking new markets, resources and low.:
vl ok

become actively involved inVarious sectors of thé Laos economy.

te)

In present perspective, Oliver and Alfons (2009) shows the Lao PDR is

considerably larger fh_éﬂhe volume of ODA being providéd:-by the donor community. In
the case of conflicts tzétween FDIin land and donor Qrojects with other objectives,
probably the larger project.will be given preference. It is utmost importance that the
donor community is.aware_ of this*changing environment land realizes the need to

reassess how to'do business in Lao PDR.
3.3."Union of Myanmar

Khine (2008) introduces Myanmar is abundant land in natural resources,
human resources, cultural and national heritages that are very attractive for foreign
investors for many vyears. Since the enactment of the Myanmar Foreign Direct
Investment Law in 1988, volumes of foreign investors have taken advantage of the
opportunity available to them. Most of the FDI inflow in this early period was

concentrated in oil and gas sector, followed by manufacturing sector and hotel &
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tourism sector respectively. The challenge for Myanmar is not only to strengthen its
relationships with these countries but also to tap powerful economies like Japan, Korea
and Hong Kong as well those in the Middle East. The foreign policy adopts by the
military government substantially increased Myanmar’s external trade since the 1990s.
Export amount increased by 14.4 times for the period between 1985 and 2006, and

then, its import grew by 13.8 times in same period. (Toshihiro, 2009: 68)
3.4. Socialist Republic of Vietnam

In Vietnam,-EDl-has been considered to be the engine growth for
developing countries. FDI ofVicinam has been increasing since the Law of Foreign
Direct Investment (LFI) is issted in 1988. After market-oriented reform package was the
first implemented in 1989,the’country has also pursued proactive trade liberalization
and integration with global®economy. Vieifnam has been increasing number of trade
agreements, such as that with the EU'in 1;)92 W|th the ASEAN in 1995, and with APEC

in 1998. Then, the sector with FDI has becorr}e an integral part of Vietnam’s economy.

£ 'h"' -'fj.."
Thuay (2007) studies the impacts of FDI on Vietnam’s economy,

particularly the technelogical spillovers effects broughtsin by MNCs. Although the value

of FDI inflows decreaged in 1997-1998 owing to the eurency crisis, FDI has quickly
recovered since 1999 ahd contributed a great deal (o its qfowth. FDI has complemented
insufficient domestic investments for eplarging production, helped to reduce
government budget deficits, contributed to rising exports (to international markets and
increased employment. Moreover,» with advanced technologies and know-how
embodied jin capital,s FDI | has (been discussed las! having | aslong-term effect of

contributing to the growth of productivity in Vietham’s industries.

For Vietnam'’s citizen, Nguyen (2002) analyzes impacts of FDI on poverty
reduction in Vietham in the 1990s. He refers the economic reform in the late 1980s to the
initial impact of FDI extension, and then, he find FDI's impact on poverty reduction
through direct and indirect impacts which come from the development of surrounding

and employment.



Chapter Il

The Economic Relationship of Republic of Korea and CLMV
1. ROK Economic Development and Relationship with CLMV

Since 1945, Korea has liberated from Japanese empire after the ending
of Second World War. Korea still was jbeing the poorest countries in the world.
Afterward, the Korean War in 1950 destroyediover two-thirds of the overall infrastructure.
In 1960s, the Korean society.was the tragitional agrieultural society. The Korea’s foreign
economic policy during thissperiod focused on seeuring maximum foreign aid. Foreign
assistance supported the"import-of necessary goods for survival, while exports were
minimal. Korea sold a few naitral resourcle;s’pverseas, thereby earning small amounts of

foreign currency, but there was no formal policy, except for limited attention given to

import substitution. . 5

Then in 1962, Koreé chah@e_d country structure to massive industry
process. The export developmerit strategy was promoted to labor-intensive industries.
Between 1962 and 1970, the amount-of expdﬁ_&'[;ose rapidly because of the comparative

advantage from implementation of various export promotion measures. Moreover, the

nationalist policy was-used to export's discouragement by the primary goal of
international trade poliCy. The policy was to earn foréign currency. These actions
produced dramétie jphenemenay dn the A970s; the~light .manufacturing had less
important, the heavy manufacturing and Chemical industry became the main share of
Korean.exporis.In the mid-1980s,.the Korea’s policies, forexpert oromation and import

restriction, encountered the aggressiveresistance from overseas counterparts.

Due to international stage's pressure, Korean trade’s policy opened
domestic market to more liberalization and high competitive market. The indirect result
of international acceptance in emitting economic border was honor received to chance
to be host of Asian Game in 1986 and Olympic in 1988, be the second nation in Asia

continent after Japan in 1964. In same period, both inward and outward foreign direct
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investments were also liberalized. This led to foreign capital’'s movement increased
significantly. However, Korea encountered the financial problem from the balance of
payment in early 1990s, which trade deficit and current account deficit had raised

gradually because trade and investment liberalization.

In private sector’'s side, trade and investment liberalization raised more
obstacles to local industry, and then, ithe; state level met critical problems in slowing
exports and rapidly increasing imports. Moreover, Korea’s financial structural, which had
been protected from the traditional polify before.1980, had unstable from out-dated
financial process. The soureerof financing borrowed-from international financing market.
Finally, Korea was impaeted from.the finapcial crisis in 1997 so this incident impacted to
foreign exchange reserves. | Novemberlm??, Korea government borrowed emergency
fund from InternationaldMaonetary Fund:.(lll\/lF) by the limitation about government

spending. It was used from IMF agréement:f '

From the I6anfagreement, ft}e President Kim, new president in 1998,
corrected the problems by iSsuing the new element of economic policy was globalizing.
This policy was based on corporaie governégf\i_cé;and cultural economy. Then, this is the

initial modernization.trtade policy. In global stage, Korea ds.an original Member of the

World Trade Organizatien (WTO). Moreover, Korea has contracted trade agreements
with its major trading” partners in terms of bilateral and multinational negotiation,
including trade~hegotiation“withothertemerging jcountries:sSince 1998, Korean trade
policy’s objective has been to open economy based on market principles. To keep
competitiveness+ of=Korean, businesses, jthey trade- policy’s; objective, is build to new
diplomatic relation*for trade” expansion by ‘focusing on the“potential ‘of new reachable
market. The trade policy’s target is to help government's growth to trade volume should

reach 1 trillion USD by 2010, making Korea one of the top eight traders.

Besides, the present government of President Lee Myung Bak still
precedes the supporting policy with foreign investment in Korea for the recover of

depressive economy by emphasizing the research and development, supporting the
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green industries, and establishing Global Korea Network for attracting foreign capital.
Form enhancing competitiveness by developing technology advancement for
supporting productivity in manufacturing, its policy reduced the numbers of human in
services industry; the proportion is one third lower than in manufacturing side. For issue
of human resources in manufacturing side, the number of low skilled labors within

industry still has been lower level than other intensive-labor countries. Recently,

rean economy’s development. Moreover,

/eveloping countries from Korean
porﬂnﬂyﬂcountnes to get benefit from

investors in order to w
investment. '

International trade has been influe

Korea is still significant s

es in CLMV
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11. Trading between ROK and CLMV

International Trade of Korea and CLMV initially grew when CLMV
operated opened-door policy and restored its diplomatic relations with Korea. GSP is
the driven factor in supporting the exports of both parties. In Vietnam, the bilateral trade

between Korea and Vietnam has shown a continuous expansion due to the Doi Moi
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reformed in Vietnam although it fell in a few years between the East Asian crises. This

phenomenon brings the growth of Korea'’s trading to others during last 10 years.

For Cambodia, Korean trade started in 1997 when their diplomatic
relation was restored. The trade volume increased almost six times to about 291 million
USD at the end of 2009. Korea has maintained trade surplus with Cambodia until
present. In the nearly period with Cambodia, Laos had the diplomatic relation with Korea
in 1995 and started trading in following year with the small volume about 10 million USD
in 1996. The trade volume between Koria and‘Laoes-has been steadily expanding. The
bilateral trade between Koreaand.Myanmar has been started since the 1960s; however,
the two countries begansto trade activelyi in 1995. In summary, the amount of money of
Korean trade within CiEMV, .€omposes éf ’prorts and imports, has been increasing

continuously from indusirial goods: Novvadays, Vietnam and Cambodia are regarded to

be the main recent counterparts. (Aé Figuré'ij)d':

Not only Kerea's trading vall;-{?_is regarded to be the economic topic from
Korea, but also, the amount ofmeney of Koreéan's Official Development Assistance
(ODA) has been increasing contintiously. Kéﬁ'e;a:s ODA in CLMV between 1991 and

2008 was about 192-miflion USD. To ook forward, Korean: policies have expanded the

development cooperation by scaling up its ODA to a level commensurate with Korea are
economic standing. A policy level, the Korean govérnment still stimulates their
entrepreneur units to participate in the international trendibysinereasing the proportion of
grant aid to Least Developing Countries. The main characteristics of Korean ODA are
sharing-the, Korean-experiences which,havesthe unique, experienee in achieving rapid

development in various industries-as both a recipient and a-donor.

ODA laws such as the Korea International Cooperation Agency
(KOICA)'s Act and the Economic Development Cooperation Fund (EDCF)'s Act
presented the general goal of development projects. By the objectives, the goal of
Korea’s ODA poverty reduction and sustainable development were main challenges of

the international development cooperation and the millennium developing goals and
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Korea’s experience in poverty alleviation served as its model. Given Korea’s relatively

small amount of assistance raised the visibility by concentrating on poverty reduction.
1.2. ROK Free Trade Agreements

Recently, the Korean Government is rushing to negotiate the Free Trade

Agreement (FTA) for enhancing the Korean organization’s capability to compete with

other countries which have the benef t eir privileges from FTA. The Government

tegy to reduce trade deficits by

nﬁwent procurements, copyrights,

en market's strategy is solution to

covering merchandises, services

technical standards, an

procedures to collect publigropini ‘beitheiissue \ since 2004.

adjust the positioning of eg ever, this strategy could cause

suffering in domestic socie e government has added more

Figure 2. lllustration of Kafean'ODA portion in CLMV between 1991 and 2008
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The objective is to secure procedural transparency by reflecting all
opinions. From the beginning, Korean needs to generate their policies within the

multilateral free trade system under the World Trade Organization rules, and then, to
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drive export's quantity from their strategic industries. Afterwards, the Korean

government still needs to promote more trade agreement criteria due to specific causes.

Initially, the more and more Korea's trade partners at this time have been
adopted the FTA topics as their main stream of international trade, so, if Korea still could
wait to participate with FTA issue with their major trade partners than their rivals, Korea
will lose the position of the outstanding,share in those markets. Secondly, the high level
of liberalization under FTA framework' leads. economic to diversification and
development. By the limitations of domristic marketsize and export dependency ratio
reaching 70 percent, Kaoreashad. a.limit into developed economy with only domestic
consumption policy, sosKorean ETAs haye been expanding economic sizes. In term of
Korean enterprise levelgtheigtpenngss céujq lead the strength of their competitiveness

by cheaper cost of raw mategials. =

v

Within developed countries::‘the _Korean FTAs could increase the level of
Korean investor's potential fromVIearningf'ji_eohnologies and innovations from host
country. Thirdly, for domestic ‘market, Korean FTAs could contribute the better

opportunity in buy selection to-the 'Korean,ig:iu'e;io, the citizens within the FTA parties

might purchase comr;hgjitv goods_in_cheaper pricelevels because their tariffs are

reduced or removed from FTA. Finally, in the sense of aiplomatic, the international
political may be the major determinant of Korea’s determinations to willing FTAs. In this
reason, these ilateraloFTAs, withgthes UnitednStates,~€hina,sJdapan, and others, are
signed separately by the both of political and commercial causes could be the
motivatiens,efiselecting-F A partners. Fhough the multilateral tradesnegetiations still are
major trade strategy of Korea's” policy, FTAs "are noticed together~for correct the
defected points in multilateral trade negotiations. It is considered that FTA provides
benefits to the concerned countries in negotiations and its level of success depends on
how it is implemented. Form the world's tenth largest economy position and twelfths
largest in trading quantity; Korea needs to enhance their proactive strategies over the

global market in order to raising their GNP per capita in the level of developed country.
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Since 2003 when the Korea's government established the FTA
Roadmap, Korea had negotiated primarily in trade agreements with more than 50
countries. Recently, the effective agreements have been signed with Chile, Singapore,
India, European Free Trade Association (EFTA), and ASEAN. In the next step, the
Korean FTAs with the United State and the European Union are expected to final
concluding. Moreover, Korea is processing negotiating with the others such as Peru,

Australia, New Zealand, Columbia, Canada and Mexico.

For ASEAN which are imgortant partners for around 10 percent of Korea
total export and import, thesROK-ASEAN bilateraltrade grew from 38.7 billion USD in
2003 to 718.6 billion USBrin 2007 Koreaq Investment inf/ASEAN had increased from 710
million USD in 2004 to.8:71 Jillien USD |;1 %007. And Korea's reception of construction
orders in ASEAN amounted fo only 700 iu'lllion USD. in 2004. But in 2006, it was 2.76
billion USD, and reached 8.95 Billion USE@ in 2007 For negotiation order, the ASEAN
Korea Free Trade Agreement (AKETA) waé_‘-—_br’oposed Py the Korean President Roh Moo
Hyun in October 2003 at the ASEAN"—'ROK s&fFﬂ’rmt held in Bali, Indonesia. Subsequently,
ROK-ASEAN Experts Group (AK'EG)- was es:r;Bi]éﬂhed to draw up the Joint Study Report
on the feasibility of an ROK—AéEAN FTA. TheJalnt Study has been completed and its

recommendations wé(;e?onsidered by the ROK-ASEAN S[thhit in Vientiane, pursuant to
the endorsement given!_by the economic ministers of th(irar ROK and the ASEAN to the
recommendations. Oneg'of. the recommendations was to realize the FTA with
consideration for special and differential treatment for the ASEAN developing countries
and additional flexibility for the newer ASEAN member countries, namely Cambodia,
Laos, Myanmar and ' Vietnam (CLMV). These countries would be“forced to realize the

FTA in additional five years. (ASEAN-KOREA center, 2010: online)

The Framework Agreement was signed on 13 December 2005 in Kuala
Lumpur, Malaysia. The main objective of this Agreement is to establish an ASEAN-Korea
Free Trade Area to enhance economic, trade and investment cooperation among
ASEAN states and Korea by progressively liberalizing and promoting trade in goods and

services as well as create a transparent, liberal and facilitative investment regime. The
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Agreement also aims to explore new areas and develop appropriate measures for closer
economic cooperation and integration; facilitate more effective economic integration of
the new ASEAN member states and bridge the development gaps; and, establish a
cooperative framework to further strengthen economic relations among the countries.
From the contracts in 2005 and the trade in goods chapter of the AKFTA entered into
force in June 2007. It was agreed that ASEAN-6 and Korea shall eliminate tariffs for 90
percent of all products by 2010. Thailand signed the Accession Protocols to the Trade in

Goods and the Trade in Services Agreements‘underthe AKFTA on 27 February 2009.

-
In future, thewinitiative of ASEANwplus three cooperation began in

December 1997 with thes€onvening of an informal summit among the leaders of ASEAN
and counterparts from.€hina;, Japan andl. K’Qrea at the sidelines of the second ASEAN
informal summit in Malaysia.sThe ASEAN ‘bllus three was institutionalized in 1999 when
the Leaders issued a Joint Statement on E;fstJfAsia Cooperation at 3rd ASEAN plus three
Summit in Manila. Theirs leaders: expré_és’ed resolve and confidence in further
strengthening and deepening Eas’t"Asia ébffg)"_p!egration at various levels and in various
areas, particularly in economicrénd— social, poh‘;::al and other fields. ASEAN and plus

three countries hold dialogue and -Consultatiojné-at_t‘he summit, ministerial, senior officials

and working groups _;to—strengthen and deepen Cooperétigﬁn. Currently, there are 55
mechanisms under the ASEAN plus three processes, Codrdinating 20 areas of ASEAN
plus three cooperation, which include economic, monetary and finance, political and

security, tourism, agriculture,.environment, energy, and ICT.
2. Korean Direct.Investment in.CLMV.

Since financial crisis in 1997, the Republic of Korea was the early state
where recovered from the economic recession in Asia region. This phenomenon
happened from the vigorous infrastructure and the helping funds from International
Monetary Fund (IMF) by the strict measures that solved the financial problems such as
to adjust Non Performing Loan (NPL). Overall, Korea got the investment in major industry
from aboard, and then, Korea did overcome the past crisis rapidly. In past, the Korea’s

government encouraged in inward FDI from foreign investors, and then, this was the
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main cause of the preceding successful. Moreover, Korea had many readiness factors
in population which was more than 90 percent get the background education, the fully
transportation system, and the geography in center of North East Asia. For supporting
FDI, the Korean government promoted foreign investment through the enactment of the

Foreign Investment Promotion Act (FIPA) since 1998.

In practical organization, the Korea’s government established the Korea
Investment Service Center (KISC) was first part.of driven organization for supporting the
Korean investment regime in.-1998. Afterjnitial suceessful, the government had planned
to attractive foreign investment:In.2003, the transformation of embodied in the KISC was
launched “Invest KOREA”, wiih both goqls of increasing foreign direct investment and
reforming FDI supportive system. Investl. K’QREA has attracted foreign investment by

identifying potential foreign investors, Supborting investment projects, providing overall

services by all experts, and building: a Cooéefétive network with related organizations.

The amount of money-of CL{'r}a_uIative FDI from 1998 to 2008 was about
five times of the amount of mongy ef cumulative' FDI from 1962 to 1997, which started
from the beginning industrialization to Asiar?]‘,*i‘_ihéncial crisis. The amount of FDI insists

FDI be a major force eran the Korean economy. IR stricture of source of funding, the

reduction of United State of America’s investment capital after the last financial crisis
was replaced by the increased FDI from the Europe and Japan. The recent investment
trend was appearing in financial, senvice industry dfrommusingsthe enforcement of the
financial investment services and capital markets Act (FSCMA) in early 2009; and,
investing, from: finaneial institutions-toinerease liquidity-asset; The Korean manufacturing
industry has been based on'the growth of potentialindustries such ‘as*Semiconductors,

Automobile, Shipbuilding, and etc.

The starting of Korean oversea investment had borne from the various
motivations by each sector. For manufacturing side, the main reason was the cost
reduction, like as, the lower wage, the lower ingredients, and the advantage of logistics

cost. Furthermore, from international agreements, the Korean enterprises had emitted
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the general privilege of business activities, or Generalized System of Preferences (GSP),
due to; Korea was accepted to be the high economical development state. Then, the
Korean’s oversea direct investment in lower developing countries could get the benefit
from investment. In diverse cause of another host country, the oversea investment in
developed states will bring the technology and chance to access the local market
together. In the government level, the supporting policies are issued continuously like as
the bilateral agreements, the international arganization’s privileges, and the economic
integration. / f:—-’

- 5
Figure 3. lllustration of portion of- Oversea Koreaninvestment since 1980 by country
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In the diménsion of outwardgFDI capital were modest from responding
FDI control rule. After the 1990s, the outward Korean FDI (As. Figure4) restored from
many reasons as the labor-intensivesactivities moved offshore, and then, the Chaebol
group, ghe group of. large Korean companies, began to -quicklysinternationalize their
operations. However, this oversea investment trend fell from the Asian financial crisis in
1997 by the overseas operations of the Chaebol were interrupted by their financial
limitations and weaken currency. However, the level of oversea investment trend had
climbed to the important production sources within developing regions. For interesting
example, the China and the Southeast Asian regions are captured to be the good

recipient of Korean investment in labor-intensive industry such as the textile industry. In
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different sectors, the volumes of technology-intensive oversea projects are also

increasing such as the electronic firms.

Figure 4. lllustration of trend of Korea’s Oversea Direct Investment
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3. Economic Environment in CLMV-—
Figure 5. lllustration of trend of K orea’s Oversea DirectlInvestment by destination
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Presently, all countries in East Asia have actively to be parts of the trend
of regional integration. The critical transformation started since the economic crisis and
the growth of the economic integration around the world. The formation of the ASEAN+3
group (ASEAN plus China, Japan and South Korea) or ASEAN+6 (ASEAN+3 plus
Australia, New Zealand, and India) is expected to rapid establishment significantly. The
Chiang Mai Initiative (CMI) is the initial of develop the cooperation from Asia region’s
financial cooperation. However, the Easts Asia countries still concerns about the
development gap of each expected country#member which is one of reason of
launching of the oversea-assistance plans. For-instance, with the Asian Development
Bank (ADB)'s assistance, .the «Mekong Tourism Coordination Office (MTCO) is
established for support thes€ooperative tourism industry.in Great Mekong Sub-region by
setting co-progress for toufism' development. These integrations in all level invade the
everyday lives of CLMV ciiizens and Ioca-_ld Qeople have to face the new development

J
unavoidably.

Table 1. Oyerview of Daily-Life Indicators by country

Eambodia —_— " Laos Myanmar Vietnam
Life Indicators -

12003 | 2007'|" 2003 | 2007 | 2003 |2007| 2003 | 2007

Internet subsribers per 45000 persons | 55 | 48 33 t4740/02 |08 | 378 |2045

obile phone density per #4000 persons| 352 | 178.8| 19.8 [25234 12 | 42| 334 |2716

2003 | 2006 | 2003 | 2006.| 2003 [2006 2003 2006

Life expectancy at birth (years) 56.2 | 58.9.|,547 | 639 | 602 |616 70.5 70.8

Net Primary enrolment rate (%) 90.1 91.3 85 83.6 79%6 | 81.3]93.1(2002)| 87.8

Source: Information from ASEAN COMMUNITY IN FIGURES 2009

The ' CLMV is group 'of new developing member ‘countries in ASEAN
which is pay attention to be the part of East Asian development with excellent potential
of geographic advantage; theirs location closes both the Pacific and Indian Oceans. In
order to geographical advantage, CLMV needs to construct the effective logistics
network that links CLMV to major city by lands and seaports. In ADB initiative, some
networks have been already constructed by the GMS program. However, these

economic corridor routes should be expanded to other city by several links.



29

Figure 6. lllustration of trend of Korea’s Oversea Direct Investment within CLMV
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ASEAN; furthermore, Korea FDI is regarded in h|gh rankmg of FDI inflow within ASEAN.

1 K.ﬂumnﬂmwmm
wé]ara % (ﬂ pge Qﬁﬂove 10 percent
since % he main mdustnes are tourism, textile and construction sectors. Since

2004, Cambodia accessed to be member of the WTO, and then, its domestic laws were
revised to attractive regulations. For example of the effective result, the exports quotas
in the multilateral textile agreement were abolished in January 2005. These changing led

to better investment status which brings to increased FDI.
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In 2008, the structure of its GDP came from agriculture sector is 31.3
percent, industry sector is 22.3 percent, and service sector is 46.4 percent. Agriculture
sector was the main source of citizen income by relating employ 67.6 percent. The main
agricultural product was rice, and then, the other major products were soybeans, maize,
vegetable, rubber, and tobacco. For industry sector, the industry sector had the portion

of GDP as 22.3 percent, which happened from the major industries as the garment and

textile, food, and tobacco. The in has been reformed after the awareness

business that has share about 9.9

eﬁc Lastly, the service sector had

the highest portion of GK 21 \ 's the highest growth in last 10

of industry since 1998. The

percent from the investm

years, with major revenue S5 \‘\L ourism revenue increased continuous

N

from major tourist destinati WO ~ place of the Ancient world in

Siem Reap province.

Figure 7. (ors to Cambodia
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Source: Calculated from Ministry of Tourism, Cambodia
In the view of international trade, its imports had been increased in

amount from 2,484 million USD in 2005 to 4,422 million USD in 2008, while as, its total
exports had been increased from 2,082 million USD in 2005 to 3,356 million USD in
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2008. For major trade partners were the United States, that exports most of Cambodia.
The total United States trading value was 2,176.6 million USD that its separation is
exported 2,040.6 million USD and imported 136 million USD. Vietham was the most
imported country with imports 988.3 million USD and exports 84.5 million USD. The
major import goods were fuel, vehicles, and equipments. For exports, the top export
goods were textile. For ROK, the share of exports was 0.3 percent that its amount was
1
er ine)
S

about 10.2 million USD, and, thers_&
224.8 million USD. (ASEAN—K,K\:'

7/ rts was 5.1 percent that its amount was

900 T
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promotlon of investment projects. The top manufacturing industry was in textile for
exports. Cambodia received the Generalized System of Preferences (GSP) from United
States, Europe, and Japan, so, the benefit of tax exemption and lower cost attracted
investors from abroad. The other industries were natural resources, construction, and

service sectors. However, the tourism sector was the outstanding sector in last decade

from the increased number of tourists.
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Figure 9. lllustration of Investments in Cambodia by sector during 2004-2008
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Table 2. Foreign Directn *n ent in Cambeodia as end of 2008 by country
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2. KORE; l]lﬂu\\ 11.4
3. United ilﬁ 6.2
4. Israg 2.8
5. Russia 0.9
6. Others 38.6

Source: Calculated from Cambodia Invest oved project basis fixed assets investment value

g in Cambodia are China,

25"

M,
United States, and Euroy ou "o ROK bilateral trade was

low, Korean FDI had-the opposite direction. Korean FBI into Cambodia was in the

second top ra cially ism and.d t,.and.textile.
Table 3. Agccumulated ROK FDI in Cambodia as the end of 2009 by industry
u of. Q\l r um f Invested
c ce w Overs ceg I Amount
I ! - “dh T =
1. qu estate activities and renting and leasing 418 135 696 735,949
2. Construction 261 80 409 389,694
b/
3. Manufacturing 230 86 488 146,476
4. Financial and insurance activities 24 8 23 53,295
5. Accommodation and food service activities 56 30 100 52,727
6. Others 509 194 942 192,972
Total 1,498 533 2,658 1,571,113

Source: Calculated from Korea Exim bank (unit: thousand USD)

Remark: a/ the most construction activities for tourism sector, b/ the most manufacturing activity is textiles.
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3.2 Lao People's Democratic Republic

Table 4. Foreign Direct Investment in Laos as end of January 2008 by country

Country Amount (Million USD) %
1. Thailand 1,356 21.2
2. China 1,139 17.8
3. Vietnam 536 8.4
4. France 428 6.7
5. Japan 420 6.6
6. Others 3 = 1,631 255

Source: Department of domestigsand foreign.investment (DDFI) of Laes; Share outside from govern investment.

(Korean FDI inwaidin Laes (flow) is the sixth rank in 2006 and the forth rank in 2007)

)

Lao People’s Democ_r,atic'fRf;puinc, or Laos, started trade relations to
about 30 countries since #1986 _a_ccord'r{fgrto fransformation to market system by
proceeding with “the new econorhiq'medfhahism” policy. Their changing, led by the
Economic and Social Developméht :Plan siﬁé;eiﬁ 981, proceeded gradually by reducing
the limitation, such as price cor}.tlrjoil;_dland rlg‘;}t‘%ttlng private firms, and etc. The value
of money of imports was twice _c;f _e{ports; hg?__ei\;?r, its government had strive the trade

and investment to n_eig'hbors in ASEAN due to the attractive epvironments of labor costs,

natural resources, ahé' special trade privileges, as Norrr__};’r' Trade Relations (NTR). In
structure of GDP, agricultural sector was about 40 percent of GDP, absorbing 80
percent's employment. In tefms of the industrial sector, the portion was 31 percent of
GDP, the main businessesiwere textile 'and related low-techfiology businesses. The

other share was in service sector.

In 2007, Thailand was being the top exporter with 51.3 percent of its total
exports, while, the second was Vietnam with 15.5 percent. For imports side, Thailand
had the highest proportion about 70.6 percent of its total imports. Their international
trade had been expanded gradually since 2002; however, Laos still had deficit in
balance trade. The main exports goods were gold, copper, wood, electricity, coffee, and

textiles. The capital goods were the imported goods.
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Figure 10. lllustration of trend of Laos’s Foreign Direct Investment Inward
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Figure 11. lllustratio l Laos Dy sector during 2001-2009

yandicraft

Since Laos’s government enacted laws promoting foreign investment on
April 1988, and, Foreign Investment Management Committee (FIMC), which recently
was renamed be the Promotion and Management of Domestic and Foreign Investment:
(DDFI) under Investment Promotion Department, served the permitted licensing for
investment promotion. DDFI provided one stop service. The highest foreign investment’s

amount in Laos was from Thailand. Their cumulative foreign investment by sector
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showed that industry had the highest number of projects; however, the electricity plant
was top in term of amount of money. For Korean FDI in Laos, the volume of Korean
investment was still low amount and distributed to various sectors such as construction,

manufacturing, financial and insurance etc. (As table 5)

Table 5. Accumulated ROK FDI in Laos as the end of 2009 by industry

Number of Number of New Number of Invested
Industry

Acceptance | Overseas Enterprises | Remittance Amount

1. Construction 28 9 61 60,393

2. Manufacturing v | 21 1M 38 40,004

3. Financial and insurancesactivities S 2 3 17,000

4. Real estate activities and renting andJeasing | 10 5 37 7,935

— - e = s - - -
]
5. Arts, sports and recreation related services .| 8 5 27 3,154
6. Others = 2L 25 161 13,115
- =
Total iy L i1e 57 327 141,602
\ N

Source: €alculated from'Korea Exim bank (unit: thousand USD)

3.3 Union of Myanmar il ¥/
S 2k

Table 6. Foreign Direct Investment in Myafi_m?_r_as end of March 2010 by country

Country Amount (Million L]SD) %
1. Thaila_nd 1AL - 46.2
2. United Kingdom 1,861 11.6
3. Singapaore 1,592 9.9
4. China 1,334 8.3
5. Others 3,608 22.5
6. KOREA(Rank10") 239 %5

Saurce: ForeignInvestment, LocalInvestment and Company Registration'of Myanmar

The main structure of Myanmar economic was agriculture sector which
has proportion above 40 percent. The others were related to its natural resources, such
as mining and forestry. Although GDP had slow growth, the resource development

industry still was interested from oversea investors, and then, its industry led their
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national economy along with their traditional industries of agriculture, fishery and

forestry.

The agriculture and fisheries industry assumed significant portion of
Myanmar GDP and played an important role in earning income from foreign market.
Principal exports products were crustaceans, including shrimps, and various kinds of

fish. The top three imports countries w Q/rfhma Singapore, and Thailand respectively.

The main import goods were ma@\

statistics, Korea still has Io n |n tra estment with Myanmar. The main
ﬁ: EE—

equipments, and raw materials. By

Myanmar export goods and oils, on the other hand,

Myanmar’s imports fro inery, and materials.

350
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Myanmar announced the opened investment for foreigners since 1988

150 4

100 1

with the Law of Foreign Investment, and then, their cabinet set up Myanmar Foreign
Investment Commission (MIC) for management oversea investments in Myanmar. The
recent trend of FDI in Myanmar still comes from major investment within ASEAN,
especially in, oil, natural gas, and power sector. The other partners such as China, ROK,

and India are likely to be significant capital in the same sector with ASEAN investors. In
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2006, Myanmar announced plan to develop special economic zones to attract foreign
investment. Concrete execution of the plan had been under way since late 2007, which

prompted predictions that foreign investment will gradually increase.

Table 7. Accumulated ROK FDI in Myanmar as the end of 2009 by industry

Number of Number of New Number of Invested
Industry
Acceptance | Overseas Enterprises | Remittance Amount
1. Mining and quarrying 9 4 21 193,805
2. Manufacturing S\ g1 35 136 46,460
3. Wholesale and retail trag : 3 ~ 27— 12 28 13,135
4. Agriculture, forestry ;d fishing . 5 2 10 2,357
5. Arts, sports and recreation re!at;ser;ce.s A 3 N 3 5 1,053
6. Others F Al 1 8 . 4 5 868
Total e ¥ A Y 60 205 257,677

Source: Calgulated from Korea Exim bank (unit: thousand USD)
4
3.4. Socialist Republic of Vietnam = =
: £y
- S

Vietnam, or Socialist-Republic of ietnam, is the third rank of oil exporter

in Southeast Asia. The Vietham.government ’q}ééf;ated the central economic policies until

December 1986, and then, the government had been changing the economic policy by
“Doi Moi” policy for reduce monopoly in their economy.-Due to the open economy of
Vietnam, their trade value had expanding continuously” from trade agreements with

major partnersas Wnited Statesiin 2001rand:to access ofthe*ASEAN free trade.

In 2008, the United States was the highest exports, destination about
11,869 omillion USDy then, (the other -exports destinations: wereYJapan, China, and
Australia." Their export goods were oil, textile, footwear, and seafood, whereas, the main
import’s countries were China, Japan, Korea, Taiwan, EU, Thailand, and Singapore.
Their import’s goods were oil, computer, raw materials, medical equipments, and
machinery. For Korea, the Korean exported to Vietnam in petroleum oils, apparel, and
automobiles, and then, the largest sector of imports were agricultural, forest and marine

products.
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The improved infrastructure and communicate had the result of
expanded FDI. Their changing in light industry was shifted from traditional formation to
modern technology, however, the investing in Vietham needs the close monitoring so
foreign investors need to propose projects and then its proposal is approved by the
Ministry of Planning and Investment (MPI). In 2008, the FDI in petroleum industry had the

highest portion, and then, the second rank was agriculture and forestry. The other major

sectors were Tourism, Transportation @

,pnunication, Education, and Services.
S\

Table 8. Foreign DirectInvestment in"vi s end of 2009 by country
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The top investors were Korea, Taiwan, Malaysia, Japan, and Singapore.
Korea has the critical role for investment in Vietnam since 2006, when Vietham entered
to be member of WTO, because of regarding resources and cheap labor cost. The

manufacturing sectors are the main target of Korean investors.

Table 9. Accumulated ROK FDI in Vietnam as the end of 2009 by industry

Number of New Number of Invested

Overseas Enterprises Remittance Amount

nber of
Industry ’ f
~ k‘ }‘ N
~d

1,320 8,653 2,975,039

1. Manufacturing —

2. Mining and quarrying 9 456 1,070,356

3. Real estate activities and renting.e 120 466 567,809

4. Constructio

652 324,174

5. Accommodation and food 225 224,137

6. Others

1,350 429,150

2,077 11,802 5,590,665

ﬂﬁﬂ?ﬂﬂﬂﬁﬂﬂﬂﬂ‘i
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Chapter IV

Research Methodology

This methodology analyses the influence of Republic of Korea (ROK)’s
direct investment in Cambodia, Laos, Myanmar, and Vietnam. In dimension about state
development, the economical development factors are used to be tracing the level of
state development. This analysis will test on both of regional and state levels depended
on the specific issue. In macro economic analysis, this study indicates the relationship
of variables from the expected model, furthermore, the researcher usually encounters
the problems about the reasonableness of each factor together, therefore, the economic
theory might describe the™ phenomenon when another thing being equal. In
consequence, this study takes an interest:Lto.- poth of empirical and documentary studies
for reasonable verification of macrogconor?,ﬂc yariables, like as GDP and FDI.

\ 4

1. Data

F
v ol
This researchrdata is based on secondary data form reliable sources. In

econometric testing, the secondary. data i_sz’__gs’qd in terms of time series, thus, the

annually data betvvererzl 1992 and 2009 will be provided frOm many resources such as

International Organizﬁétjons are the United Nations éonference on Trade and
Development (UNCTAD), the International Monetary.-Fund (IMF), World Trade
Organization (WTO), Organizationfor Ecohemic Co-operation (OECD), and Asian
Development Bank ((ADB). In'domestic agencies isithe Export-linport Bank of Korea, or

Korea Eximbank.

For documentary study, the descriptive information are analyzed from
the above mention, furthermore, this study adds the other reliable sources, such as the
domestic board of investment units, the local government agencies, the ASEAN

research agencies, the Korean research agencies, and the other reliable units.

2. Empirical Analyze
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Generally, the FDI has many advantages relate to all parts, for instance,
the domestic employment, the knowledge transference, the market channel, and etc.
However, the outstanding impact is the progressive economy, then, this study chooses
economic factors to be requisite index of model. The Gross Domestic Products (GDP) is
usually used to be economic indicators for explaining ROK direct investment’'s impact.
For example, the UNCTAD selects this index and population size index to be the criteria
for tracing the nation development. In composite index, GDP assembles from domestic
consumption, private and public investment,.and net export. In similar index, the Gross
National Income (GNI), whiech-adds oversea income-index to be the additional factor, is
the United Nation measurement index for dividing the status of least developing country.

Finally, this analysis will selg€t effeciive factors include the others to analysis.

Initially, this analysis has tﬁ.e aforementioned test by the Unit Root Test
for avoid the distorting statistics, Which ttﬁisa;problem can be corrected by corrected
variables in differencing fomm until‘those va_‘riébl*es have the stationary properties. Due to

' < 4
time series data often is non-stationary tha‘tf‘h_‘m_e series in macroeconomic variable is
increasing over time. These mean-and variance of non-stationary data changes over

o

period which examines the relza—t'i’c—)-nship of vef‘riéalé‘s using @rdinary Least Square (OLS)

or estimates Panel _bﬁa by OLS may cause relatio_rig-hip problem, or Spurious

Regression.

Howeven [this, solveshas theznegative] impact in-terms of the reducing
relation within model. The initial contemplation of time-series data is to test Unit Root
Test by=Augment Dickey-Fuller test ;(ADF), method, This testing proves the stationary
property ‘of information “set,” afterward,” the" stationary "data“could” compile in Ordinary
Least Squares (OLS). In the opposite site, the Non-Stationary data may be cause of the
spurious problem. In spurious case, this data will be improved by differencing before it

is tested.

In this research, the expected linear model is used be as the main tool

for analysis the FDI impact within CLMV. The state characteristics of CLMV still differ
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from various factors such as political issue; so, this analysis defines testing by separate
data set by state level. The FDI and other variables effect to economic growth so this
study tests panel data by fix effect technique that setting constant and coefficients of
each country because their economic conditions of each country are different. This
study analyzes the relationship of all countries in CLMV, including Cambodia, Laos,
Myanmar, and Vietnam. By panel data, individual data from each country is observed at
several points at time (year). This gharacteristic of data set focuses on panel formation

with relatively few periods and many individdals:

-

However, anether iesting by Granger Causality Test method is also
included for the relationship analysis. The Granger test will insist the relationship of

Korean FDI with other factors:
3. Hypotheses

In Nair-Reichert and Weinhdld*.(2001), their past studied analyzed the
' §
growth and development by.a pandel of deVéI__oping countries The past model, referred

Y ks
the mixed-fixed model that was preposed by Hsiao (1986), is shown as follows.

-

GGDPi,t:ai+Yi*Dit*GGDPi,t—1+B1i*GGDli,t—1 +BZi*GFDIi,H+83i*GEXPi,t»1 +B4i*|NFLi,t—'] +£i,t

By GGDP = Growth rate of gross domestic praoduct
GGDI = Growth rate of gross ‘demestic investment
GFDIl= Growth rate of foreigndirect investment (EDI) inflows
GEXP = Growth rate aof exports of geeds and services
INFL; = Inflation rate

i = Country, t = Year

Nevertheless, this study regards the information in terms of sufficiency,
reliability, and harmony, and then, the independent variables will be adapted to fit with

the data set. The expected model is modified as follows.

GGDPi,t: Bi+ B1i*GKFDli,t+B1i*GNKFDIi,t+BZi*GEXi,t+BSi*GODi,t+B4i*GDCi,t+ E:i,t
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By GGDP = Growth rate of gross domestic product.
GKFDI = Growth rate of gross Korean FDI (invested amount).
GNKEFDI = Growth rate of total FDI inflows (except Korea FDI).
GEX = Growth rate of gross exports of goods and services.
GOD = Growth rate of gross oversea development assistance (ODA).
GDC = Growth rate of domestic credit.

i = Country, t = Year

This expected-model is differentfromeinitial model by adding new related
-

factors in model based on.these assumptions aboutrelationship of variables as follows.

1. The both"Kafea (GKFDI) and total FDI except ROK (GNKFDI) will
cause in same coefficients@s the' diréction of the host GDP, because, the oversea FDI

will boost the local economy interms of job, exports, and technology.
) 4

2. The exports (GEX) are expected that have the result in the similar

' <1
direction with the host GDP because the d'e{i_ef’lpping countries, as CLMV, are often the
e il
revenue of exports be the part of GBP. e

o el

3. The=domestic_credits (GDCY are_expeeted that have the empirical

result in the positive direction with the host GDP because the domestic credit helps to
boost the private speﬁding, even if, some situations domestic credit may have the
fluctuated effects frtom ithe incorrectiobjectivesiandithen thesefphenomenon can not be

the impacts vividly.

4. The GDA (GQAD) in the developing countries sheuld effect on positive
relationship to the host GDP as a result of the boosted investment in both of public and
private sectors. However, the ODA may develop in ineffective part by economical, so

the impact of ODA to GDP may not be indicated explicitly.

The data set is applied to annually data on Korean FDI, Total FDI,
Exports, Official Development Assistance, Domestic Credit, and GDP for the period of

1992-2008. All series are applied to the form of the annual growths of gross data of
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Cambodia, Laos, Myanmar, and Vietham. The source of data are Korean FDI was
obtained from the Korea Eximbank, the amount of total FDI was obtained from the
United Nation Conference on Trade and Development, the amount of total ODA was
obtained from the Organisation for Economic Co-operation and Development, the
amount of domestic credit was obtained from Asian Development Bank, and the volume
of exports was obtained from the World Trade Organization, and the GDP was obtained

from the International Monetary Fund respecitively.

In depth analysis, the Sorrelation test by the Granger Causality is
selected to be the techniguesfor describing the relationship of variables. The Granger
(1969) found the technigte for reasonapleness. For instance, the Granger Causality
between two variables, which'is the relatié.n\?.hip of two variables, suchas Xand Y. If X is
cause of the change in#Y, the change m_.X guides the change in Y. In the sense of
statistics, the researcher will test pést infc}rrﬁétion of another variable for describes its

variable. In hypothesis test, ‘the null hy‘b@'thesis is X not cause of Y (Restricted

<4
regression) as follow. Flds
S 2!
Restricted regression: Yis 2 - A U, ; By u, is error

Ta s
a

#

Unrestricted reg(e;ss/on.' = 2" =1 ALY 2" e B)(H._ +u, ;Byu,iserror

Then using the sum of squared residuals from each regression

calculates the F-statistic, and tests group of coefficients (Bi) that is greater than zero or

not. If the resultrejects the null hypathesis or Bi differs from/zero, X is a cause of Y.

Finally, the«Granger, Causality~is.~used, to jtest ,haypotheses. For this
analysis,. the" FDI “causes 'the expansion” of GDP and™bilateral’ trade as the null
hypothesizes which test the Korean FDI is a measure of foreign ownership of nation
productivity. The increasing FDI can be used as mechanism of expanding economic
development. Moreover, the Korean FDI is an important factor to enhance the exports,
so, the volume of FDI inflow should support the increasing of the bilateral trade with the
host funding. Due to the related matter, this chapter will prove the hypothesis about the

reasonable of variables as hypothesis below.



Chapter V

Analysis Result

This empirical test studies the impact of the ROK foreign direct
investment to the development in CLMV region by investigates economic effect. The
development factor is diagnosed by the economic data in both of regional and

individual state levels.

These d nually growth term for cutting

the effect of time seri ation were tested stationary
by the combining P-v Jer. This test will consider from
the value of probability

95% confidence interval.

Table 10. The statisti it T ) ing p-value at Level Order (0)

gy Ii;

GNKEFDI )
0.0003*
_‘- =hGOD 55@330 0.0000*
15. 0.0

Remark: This repﬂthe marginal S|gn|f|cance levels (p-values) of F-statistics for the null hypothesis of Granger

causality, which asterisks * ** denote &gnlfld&e at the 1% and S‘M

AWIANTT 9l AW e Y

The probability of t-statistics of all variables expresses the econometric
result which cannot reject null hypothesis, and then, the unit root test’s result in level
order (0) appears the stationary property of these data variables, afterwards, we can

use this stationary data set for econometric test.

2. Estimation Model from Panel Data
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From Unit Root test, all variables are used to study the stability at level
order, then; its variables can be tested to find the relationship between the variables in

this expected model.

The study of FDI impact and other variables, which affect to

development, uses the panel data according to individual constants and country

coefficients of each country because of; the different economic conditions of each
country. This study analyzes t@ry/yLMv countries, including Cambodia,
Laos, Myanmar, and Vietnaii;. 4

The results ¥ Wixed effect results found the

in.the model can describe the

-

R-squared is 0.612098 in
changes in GDP at preli ent. The individual country test

results show its results

Cambodia

Table 11. The statistics of frodel estimationiwith the fixed effect of Cambodia

Varigb{?&:ﬁ i

GNKFDIC -0.000389

—— &

fYETRERARENER

U
eocc _ °| 0270054 002197
: oy | 100 A 0N D 1A
Remark:Tabl [o% ueslofiexpe: | ic terilksd **Felw e ignili e at the 1% and 5%level
9

Table 11 shows results as the equation as below.

GGDPC =-3.471781 + 0.266964*GEXC + 0.279049*GDCC

Test results showed that the growth of Cambodian exports (GEXC) is

significant at 0.01 and the correlation coefficient was 0.2670. This result can explain that



47

the growth of Cambodia exports increases 1 time, then, the growth of Cambodia GDP,

with statistical significance at 0.01, increases 0.2670 time.

The growth of Cambodian domestic credit (GDCC) has significant at
0.05 and the correlation coefficient was 0.2790, which explains the growth of domestic
credit increases 1 time, then, the growth of Cambodia GDP, with statistical significance

at 0.05, increases 0.2790 time.

Ty,

Table 12. The statisti N in ith the fixed effect of Laos

0.0384**
0.0365**

o

Remark: Table shows p-values of expecfé‘durﬁadé'l'l'\ﬁlych- a ks * *** denote significance at the 1% and 10%level

GGDPL = 12 855803 0. 208591*GDCL + 0.237094*GODL

f UL INUNITHYID Tecmosmoinion

(GODL) has S|gn|f|cant at 0.05 and the correlation coefficientawas 0.2371, which

cxpii 8 ol o bieked @lebidcddiment i Voot hebdlotume, wen. e

growth O?Lao GDP, with statistical significance at 0.05, increases 0.2371 time.

The growth of Laos domestic credit (GDCL) has significant at 0.05 and
the correlation coefficient was -0.2086, which explains the growth of Laos domestic
credit increases 1 time, then, the growth of Lao GDP, with statistical significance at 0.05,

decreases 0.2086 time.



Remark: Table shows p-value

with statistical significanc J
. __, g—— -

Myanmar
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Table 13. The statistics of model estimation with the fixed effect of Myanmar

GEXM

DCM

Table sho

Test results

has significant at 0.01 and the

Vietnarm

\W

.L‘i‘h-‘

Variable Coefficient Probability
Constant 69.905923 0.0000*
GKFDIM -0.009126 0.1410
GNKFDIM -0.030629 0.7265

0.0 ‘l'

'|'| l‘

0.9201

0.5731
0.0015*

denote signifi

Iow

4 3*(3 CM

cance at the 1% level

Myanmar domestic credit (GDCM)

X

y

was -1.7048, which explains the

e, then, the growth of Myanmar GDP,

Table 14. The statisties of model estimation with the fixed effect of Vietnam

\kd

UESHDT A
Constant 0.0001 48'“ 0.0000*
ﬂ B i- ',-': Fw ‘.-. L f-.
9 S A R
GNKFDIV 0.031609 0.3898
GEXV 0.562505 0.0000*
GODV -0.080294 0.0457**
GDCV 0.026691 0.8127

Table 14 shows results as the equation as below.

Remark: Table shows p-values of model, which asterisks *, **,*** denote significance at the 1%, 5% and 10%level
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GGDPV = 0.000148 + 0.044930*GKFDIV + 0.562505*GEXV - 0.080294*GODV

Test results showed that the growth of Korean FDI (GKFDIV) is significant
at 0.10 and the correlation coefficient was 0.04493. This result can explain that the
growth of Korean FDI in Vietnam increases 1 time, then, the growth of Vietham GDP, with

statistical significance at 0.10, increases 0.04493 time.

The growth of Vietnam exports (GEXV) has significant at 0.01 and the
correlation coefficient was 0.5625, which «explains the growth of Vietham exports
increases 1, then, the grewth of Vietham GDP-with statistical significance at 0.01

increases 0.5625 time.
\
The growth of Vietna__m O,D:A (GODV). has significant at 0.05 and the

correlation coefficient was #0.0808, which explains the growth of Vietham domestic

1 -

credit increases 1 time, then,the gfowth o% VVietham GDP, with statistical significance at

0.05, decreases 0.0803 time. & = "
3 a ]
abd o L

3. Relationship Test by Granger.Causality Té_'ét'if:‘

te)

Table 15. The statistics of G-fahger Caus’éiit; of ROK FDBI'with economic factors

Lag Period (year) 1 Y | 3 4 5

Null Hypothesis: I Prob. Prob. Prob. Prob. Prob.

GKFDICLMV does not Grangér Cause GGDPCLMV 0.0296** 0.1368 0.1599 0.2682 0.3204

GGDPCLMYV does not Granger Cause:GKFDICLMV 0.2487 0.5265 0.4245 0.5305 0.3072
GKFDICLMV does nat Granger Cause GDCCLMV 0.5612 0.9581 0.r446 0.7006 0.5414
GDCCLMV does not Granger Cause GKFDICLMV 0.1109 0.2902 | 0.0159** | 0.0370** 0.1450
GKFDICLMV does not Granger Cause GECLMVW 0.7395 0.1559 0.3169 0.3751 0.4432
GECLMWW does not GrangerCause GKFDICLMV 0.4722 0.7648 0.802:1 0.1255 0.2392

GNKFDICLMV does not Granger Cause GKFDICLMV 0.8405 0.7741 0.6984 0.0181** 0.8716

GKFDICLMV does not Granger Cause GNKFDICLMV 0.5311 0.7985 0.3813 0.8147 0.6558
GODACLMYV does not Granger Cause GKFDICLMV 0.7091 0.9317 0.8461 0.5207 0.6652
GKFDICLMV does not Granger Cause GODACLMV 0.5608 0.982 0.6537 0.4517 0.3825

Remark: Table shows p-values of model, which asterisks *, **, *** denote significance at the 1%, 5% and 10%level

The source of data in this part depends on the information in topic 1

(table10), so, these data are stationary and test the direction of pair variables between
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the growth of FDI and other variables. The results have appeared in the table 15. From

the p-values of F-Statistic, the hypothesis test is described as follows.

The growth of Korean FDI in CLMV (GKFDICLMV) is affect to the growth
of GDP in CLMV (GGDPCLMV) in first year, while, the growth of GDP in CLMV
(GGDPCLMYV) is not affect to the growth of Korean FDI in CLMV (GKFDICLMV). The
growth of domestic credit in CLMV (GRGCLMV) is affect to the growth of Korean FDI in
CLMV (GKFDICLMV) in third year and fourth year, while, the growth of Korean FDI in
CLMV (GKFDICLMYV) is not-affect to the %rowth of demestic credit in CLMV (GDCCLMV).

The growth ofall*FDI in| CLMV exeept Korean FDI (GNKFDICLMV) is
affect to the growth of Kefean DI jin dJ_I\/IV (GKFDICLMV) in fourth year, while, the
growth of Korean FDI in GLMV (GKFDICLMV) is not affect to the growth of all FDI in

CLMV except Korean FDI (GNKFDLCLI\/IV).'-,.Folr the other variables, the growth of Korean
4

FDI in CLMV is not relating ta the growth of'équrts and ODA within CLMV.

4. Empirical Result = -
s34

At the beginning, the estimat‘ie:{sl',_'r;nodel of each CLMV nation shows the

relationship of Korean ED! growth and the GDP qrowth;in Vietnam only, this result

matches their information about the amount of Korean EDI in Vietnam where is in the
high ranking around last decade. In spite of the other counitries as Cambodia, Myanmar,

and Laos havesbéen received theyKoreaninvestment;, butitheirsscamount still low.

The effective variablegn Cambodia,.Laos, and Myanmar is the growth of
domestic credit which*has been impacting to the growth of GDP. This phenomenon of
domestic’ credit's growth affects to the GDP because the local people had to more
distribute funding for consumption and investing. These domestic loans will be benefit

for add GDP value.



Table 16. The Share of CLMV Trade by Selected Partner, 2008, in percent

ASEAN China Japan Korea Australia Canada EU25

Cambodia 21.76 10.78 1.67 0.08 0.32 3.34 9.70

Laos 84.20 5.58 2.49 1.80 2.10 0.07 1.42

Myanmar 53.59 11.24 3.60 247 0.36 0.01 1.90
Vietnam 20.87 1417 11.82 0.00 0.00 0.00 11.40

New Rest of
India Pakistan | Russia USA Total
Zealand ) the World

Cambodia 1.06 0.047 \ \‘ i - 0.22 24.96 25.87 100.00
Laos 0.27 ;ES\: ! 0.33 1.58 100.00
Myanmar 8.46 pamts 3 0.26 F Lt 0.83 16.99 100.00
Vietnam - - 31.49 100.00

1 'r
l Cambodia a

HENINTNYIAT.

,,,,,,,,,,,,, [ A v ¥ |

1992 1994 1996 1998 2000 2002 2004 2006 2008

Source: Calculated from Data of World Trade Organization and International Monetary Fund
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In the second test, the Granger Causality test in this study reflected the
size of Korean oversea investment that focused more on Vietnam economy than others.
The growth of Korean FDI in CLMV (GKFDICLMV) affects to the growth of GDP in CLMV
(GGDPCLMV) on first year only because oversea investment is distributive funding in
building its fundamental, but its economic value don'’t recognize the growth of GDP after

first period. The results of the growth of domestic credit (GDCCLMYV) affects to the

X

U
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Chapter VI

Summary
1. Conclusion

The investment is one of the important factors that influence all countries
growth, including developed and developing state, thus, local governments should
regard to give the precedence with investments_from both of domestic and foreign
investors. Especially, foreign-invesiors often iransfer-the advance knowledge from the
home country to the host landsTherefore, the foreign investment has the importance to
boost economy scale in asset/of receip"_t country and to bring proper innovation that
effect to locals. Besides, the foreign investors still have prominent role to stimulated
development in various fractions, for :insté?nc,(?e, the increased infrastructure, the export
growth, and etc., meanwhilg, the foreign }{H_vestors might cause the negative effect in
host country due to the Careless:hiévestméﬁ__tq -regulations. The multinational company
might effect on the decreased natural resou]fc_';é__:;;, the destroyed capability of domestic

firms in market competition, the-changed sot}?:';ll;\q'/alue, and etc., so, the government has

the responsibility abgut regarding to plan for setting investfnent policies and supporting

proper measures for maximize benefits and minimize disadvantage simultaneously.

The investment of Republic of Korea (ROK) is one of the global funding
sources around | last decade. ROK| has advantage from ladvance technology and
strengthening in"large-size industry..On the other_hand, the developing countries are
interested becausey the [attractive | regulations and|' the- [fruitfuly' benefit resources,
especially in the least-developing countries have the progressive lag wait advancement
from oversea funding. Cambodia, Laos, Myanmar, and Vietnam (CLMV) are the
countries which are interested from global investors due to preparedness and

privileges, in sense of benefits from country handicap and international agreement.

This study finds effect of ROK FDI focuses on Korean direct investment

within CLMV states by using the Gross Domestic Products as the economic indicators.
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Basically, Panel Unit Root Test with Fisher’'s Test was used to test stationary property of
its data set, which composes of the gross domestic products, the amount of Korean FDI,
the total FDI inflows except Korea FDI, the gross exports of goods and services, the
gross oversea development assistance, and the domestic credit. The Panel Data’s
technique by fixed effect is used to its empirical test, moreover, this analysis separates
its effect of each country depends on factors. The study period is during 1992-2008 by
the econometric data in empirical test depends on the reliable sources from international

organizations.

-
The result of.Panel.Unit Root shows all.variables where there is stationary

property at level ordersBecatse the pirobability value of t-statistics of all variables
cannot deny null hypothesisgor g, therelfoge this data set can test in linear regression
model for finding relatiopship offeach coth.ry and in reasonableness test with Granger
Causality test. From its test,the g:rowth ef Korean, FDI only affects to the growth of
Vietham GDP. In spite of, the growth*of K_‘o_-rean FDI within others has no effect to the
growth of GDP. This result reflects 'the conérétepgy of the quantity of foreign investment
and the amount of GDP. Howevéf, tk-1e grow‘c]r;bﬁ;orean FDI that effects to the growth of

Vietnam GDP is interesting pE)—iﬁ—t-. Although.‘:tﬁ.—é*_g‘rowth ofgtotal FDI except Korea FDI

does not effect to th'e_;'gTowth of Vietnam GDP, but the Kérgén FDI still has influence to

the growth of Vietnam GVDP.

Thisiimpactsshaws the capability) oftKoreanseompany in host economic
expansion than ethers. Besides, its result shows the critical factor as growth of domestic
credit, mhichyshows, importanee -of [demestic Afunding sand ;better, effects, which may
happen from local distribution, to ‘theirs"GDP. For its reason; Viethnam has more potential
to attract oversea investment, such as political stability, large population; reform local’s
law, and etc. According to Korea Trade Investment Promotion Agency, the low
manufacturing costs, geographical location and political stability are Vietnam’s attractive

forces. Korea has been investing in Vietnam.
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Furthermore, Granger Causality test insists the overview effect of the
growth of Korean FDI to the growth of CLMV GDP. Finally, this analysis proves the
importance of Korean direct investment in CLMV that affects to development in regional,
although, its effect in individual country may not regarding clearly. However, the funding
from the country where the high advance know-how can create the benefit for all
stakeholders. The host country need to proper regulation for the flow of oversea funding

by apply managerial methods.

2. Recommendations
- |

In view of stakeholders, the policymakers, composes of each local
governments and all stakeholders; shouléy formulate the proper policies to promote the
good environment for foregign' investment.tIn order to have the competition of the

developing countries«by giving /the ‘attr_aa'étLve incentive, the government incentives
’ :! ]
should be provided contipuously in clese maonitoring, meanwhile, the stimulated

education to locals must be doné toge'rh;eriwith improving the quality of human
v ol

resources in next period. The human resource development is essential to economic

growth in the long term. Espec_ia_l_ly{ the natura[j.r_'gs_Qurces, which are outstanding point of

this region, should be-protected in the first priority-for deve!;épment.

For the éext study, the main problem of qt_iantitative analysis is sufficient
data as happened in thisgstudy. Although infermation can be found from many sources,
unconformity in”reliable’ issue and“short period, are the [obstacle about the level of
correlation. Thus'the complete data in next study will help to more understanding in the

effect ofiKorean FDI:
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Appendix A

Econometric Empirical Testing

Panel Data Test

The test combines data set in country level including Cambodia, Lao, Myanmar, and

Vietnam. The main variables will be collect ongltudlnal form which is adapted from
individual data to Panel Data Anal %

7

no:slc ke nt in terms of state level. The

| be looking over all relationships

which are considered to be ca

descriptive of variables is shg able Al. M umbers of data set before

changing to the growth form.are she

Variables Source
GGDP The growth of Gross Do 5 ! i b 2en 199 09. International Monetary Fund
GKFDI The annual growth of Korea FDI b nve diwount) Korea EximBank
GNKFDI |  The annual growth of all FDI ( )minus Korea FDl {Korea BximBank) | United Nations Conference

2
between 199:2,;@520 9

e S ;:_;‘;,.' A ?.!_, ol

on Trade and Development,

and Korea EximBank

Organization for Economic

i o * —
GOD The annual growth 'qf.aversea Development Assislauﬁa‘agx
-

Co-operation and

Development

GDC The annual growth oﬁomestic credit (stock) between 1992 and 20& Asian Development Bank
GEX Thesneuﬂgioﬁh ofﬁl gﬂm&bietmﬁnﬁﬁﬂ 2&(.)? N IiWorld Trade Organization

The Variables Name WI|| be annexed with abbreviations which have meaning as table A2.

o V) o A ekl SR b | BN £

,aobreviations Descriptive
CLMV The group of data from Cambodia, Lao, Myanmar, and Vietnam
C Cambodia Data
L Lao Data
M Myanmar Data
Vietnam Data




Table A3. Tables of Used Raw Data in Empirical Testing (Unit: Million USD)

Year | GDP | KFDI | NKFDI | oD | DC | EX
Cambodia (C)
1992 2,439 13 32 95 211 265
1993 2,427 03 54 197 128 284
1994 2,765 0.9 68 181 151 490
1995 3,419 03 150 341 182 855
1996 3,486 4 290 253 216 644
1997 3,392 8 N \ . 30 236 736
1998 3,106 0. \ 224 800
1999 3,508 25 230 1,129
2000 3,653 | 145 35 1,389
2001 3,984 ‘144— ‘M 1,500
2002 4,283 j‘;y ' {7’{‘" 241 1,923
2003 4,65 ffz xagd;.? 304 2,118
2004 5,332 118 W 2,798
2005 6,286 3 I 6 L 82 3,092
2006 7,264 6 1 \}ﬁ 3,514
2007 8,691 6 5 127 4,089
2008 11,277 5 460 ﬁ 4,708
Lao (L) ‘7
1992 8
1993
1994
1995
1996
1997
1998
1999
2000
2001
2002FI
2003
2004
0
0
2007
2008 5,313 44 184 225 595 1,085
Myanmar (M)
1992 2,684 4 145 83 12,870 531
1993 3,139 1 91 78 18,642 586
1994 4,120 0.4 135 149 24,096 798
1995 5,487 1 316 128 33,217 860
1996 4,955 3 578 46 43,350 754
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1997 4,656 6 873 40 52,668 874
1998 6,459 6 677 41 66,125 1,077
1999 8,487 5 299 52 81,280 1,136
2000 8,905 9 199 69 106,760 1,646
2001 6.478 5 187 % 158,700 2,381
2002 6,778 2 189 86 219,001 3,046
2003 10,467 0.9 290 9 259,417 2,483
2004 10,567 0 251 84 368,922 2,380
2005 11,987 06 | 2 86 475,091 3,813
2006 14,503 0.5 \\% ' 590,730 4,589
2007 20,182 Q"" ) 'ﬂ& 778,841 6,338
2008 28,180 | BBl 247 a 885,476 6,937
Vietnam (V) . =X
1992 2,581
1993 2,985
1994 4,054
1995 5,449
1996 7,255
1997 9,185
1998 9,361
1999 11,541
2000 14,483
2001 15,029
2002 16,706
2003 20,149
2004 26,485
2005 32,442
2006 30,826
2007 48,561
2008 62,685
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Remark: GDP is Gross Domestic Produof KERI is Korea FDI ( Inve@ Amount), GNKFDI is all FDI except Korea FDI, OD

ﬂ% %Jsﬁ}e‘iﬂ H‘W ) QH d ’] f ﬁ

The data Wﬁw

set. The stathpary prop

jable of data

is data set is

transformed to growth term because growth form can reduce impact of linear trend in time

series data so the growth data is during 1993-2008. Its methodology proves the pool data in

panel analysis by fixed effect model, and then, this data set is validated by unit root test with

Augmented Dickey-Fuller (ADF) method.



Table A4. Table of Econometric Outputs in Panel Unit Root Test (ADF method)

(T-Statistics have p-value less than the significant level at 0.01(*) and 0.05(**))

Series: GGDPC, GGDPL, GGDPM, GGDPV
User specified lags at: 0
Total (balanced) observations: 60

Cross-sections included: 4

Method Statistic Prob.**
ADF - Fisher Chi-square 15.9230 0.0435**
ADF - Choi Z-stat -, 2.03727 0.0208
** Probabilities for Fisher tests are computed using a nptotic C . {‘._iré’ ibution. All other tests assume asymptotic normality.
Intermediate ADF test results GGDP? 7
Series Prob. Obs
GGDPC 0.4128 7 15
GGDPL 15
GGDPM 15
GGDPV 15
Series: GKFDIC, GKFDIL, GKFDIM, GKFD
User specified lags at: 0
Total number of observations: 56
Cross-sections included: 4
Method Prob.**
ADF - Fisher Chi-square 0.0000*
ADF - Choi Z-stat 0.0004
** Probabilities for Fisher tests are computed using arL ibution. All other tests assume asymptotic normality
Intermediate ADF test results GKFI)_l"L
Series Obs
GKFDIC 15
GKFDIL 13
GKFDIM 13
GKFDIV 0.0113‘1 . 0 'Y 3 15
Series: GNKFDIC, GNKFDIL
User specified lags at: 0
Total (balanced) observations: 60
Cross-secti cl 4" r ql- ‘ ™ r— ™ f
ADF - Fisher Ch*quare 43.3830 0.0000*
ADF - Choi Z-stat -5.21212 0.0000

** Probabilities for Fisher tests are computed using an asymptotic Chi-square distribution. All other tests assume asymptotic normality.

Intermediate ADF test results GNKFDI?

Series Prob. Lag Max Lag Obs
GNKFDIC 0.0051 0 3 15
GNKFDIL 0.0015 0 3 15

GNKFDIM 0.0146 0 3 15
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GNKFDIV 0.0033 0 3 15

Series: GDCC, GDCL, GDCM, GDCV
User specified lags at: 0
Total (balanced) observations: 60

Cross-sections included: 4

Method Statistic Prob.**
ADF - Fisher Chi-square 15.8598 0.0444*
ADF - Choi Z-stat -1.99782 0.0229

** Probabilities for Fisher tests are computed using an asy istribution. All other tests assume asymptotic normality.

Intermediate ADF test results GDC?

Series Prob. Obs
GDCC 0.5123 15
GDCL 0.0722 15
GDCM 0.1304 / - 15
GDCV 0. 15
Series: GEXC, GEXL, GEXM, GEXV . & 4 4 =
User specified lags at: 0 '
Total (balanced) observations: 60
Cross-sections included: 4
Method Prob.**
ADF - Fisher Chi-square : 0.0003*
ADF - Choi Z-stat ¥, ' f -3.584 0.0002
** Probabilities for Fisher tests are computed using 5 £ uti All other tests assume asymptotic normality.
Intermediate ADF test results GEX?
Series Prob. Obs
GEXC 15
GEXL 7 _,_' I I —" 7 15
GEXM 15
GEXV 15
Series: GODC, GODL, GODM, GODV
User specified lags at: 0
Total (balanced) obsewatﬂ u H q w ﬂ w i w 8 /] ﬂ i
Cross-sections included: 4
Method [} Statistic Prop’

** Probabilities for Fisher tests are computed using an asymptotic Chi-square distribution. All other tests assume asymptotic normality.

Intermediate ADF test results GOD?

Series Prob. Lag Max Lag Obs
GODC 0.0000 0 3 15
GODL 0.0038 0 3 15
GODM 0.2922 0 3 15
GODV 0.0001 0 3 15
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Regression Model Estimation

From table A4, all variables in this study have P-value less than level of significance
at level order (0), then, these data sets can also regression the model by using Eviews
program’s command. The expected model in form of linear regression will be proved the
effect of Korean FDI and other variables to country development; the model is shown as

below.
GGDPi,tzGi+ [31i*GKFDIi,t+B2i*GNKFDIi,tj.BSi*GEXi,t+B4i*GODi,t+B5*GDCi,t+ Eit

By GGDP = Growth rate of gross dafmestic product
GKFDI = Grewth jate of Korea FDI,.(Invested Amount)

GNKFDI = Ggewthgraté of total FBI (except Kerea EDI)

!

GEXP = Growthrate of exborts ofjfgobds and senvices
GOD = Growth rate of Oversea Development Assistance
i " ] F‘

GDC = Growth rate of domestic cféﬁft: .
¥ ik 222l
The country data indicate to “i”, or country as Cambedia(C), Lao(L), Myanmar(M), and

Vietnam (V) and “t” is yearsisince 199;’-’; until 2008.7 e

The output of this--t‘ésting is reported in table A5. In res’(flf: this output regards the
information in form of Panel data, then, the result with fixed effect in cross-section is showed
the individual coeffiCient) for] testingy ef jeach.ceountrys [The «overall result, or effects
specification topic, is;in the last part of ‘'output in table A5. The null hypothesis of this part is
all independent.yariables.cannot.describe the change.in.dependent variable or.H,: = BTi
= BZi = B3i = B4i = BSi = 0. The critical'results'are F-statistics 1s72.195441"and its P-value
is 0.019966, then, its probability of F-statistics is lesser than level of significant. Its result
rejects null hypothesis which concludes that independent variables can describe the
dependent variable. Furthermore, R-squared is 0.612098 which shows level of correlation of

independent and dependent variables at 61.21 percent.



Table A5. Tables of Econometric Output by Panel Data

(T-Statistics have p-value less than the significant level at 0.01(*), 0.05(**) and 0.10(***))

Dependent Variable: GGDP?

Method: Pooled Least Squares
Included observations: 14
Cross-sections included: 4

Total pool (balanced) observations: 56

White diagonal standard errors & covariance (no d.f. correctio

Variable t-Statistic Prob.
C 5.714481 0.0000*
C--GKFDIC 0.421109 0.6765
L--GKFDIL 0.268812 0.7898
M--GKFDIM -1.509389 0.141
V--GKFDIV _ 1.833174 0.0761***
C--GNKFDIC 4 \ ~-0.010375 0.9918
L--GNKFDIL -1.43187 0.1619
M--GNKFDIM [+ )B67E -0.352913 0.7265
V--GNKFDIV § . : 52655 0.871854 0.3898
C--GEXC ¢ J i 682 .308829 0.0023*
L--GEXL 1.665051 0.1057
M--GEXM 0.101061 0.9201
V--GEXV 4.783424 0*
C--GDCC 2.408596 0.0219**
L--GDCL -2.183399 0.0365**
M--GDCM -3.47227 0.0015*
V--GDCV - 0026691 0:238955 0.8127
C-GODC Nl — e 0151075 0.8809
L--GODL o J 59553 0.0384**
M--GODM ”’ 0.569339 0.5731
V--GODV ‘ -0.080294 0.038624 . 2.078885 0.0457*
Fixed Effects (Cross) t = o/
9 '
BUYINYNINYING
M-- 50.0834
A nars e
o W TN A

L | L | J
Crossqaction fixed (dummy variables)

R-squared 0.612098 Mean dependent var 12.84982
Adjusted R-squared 0.333294 S.D. dependent var 15.50923
S.E. of regression 12.66361 Akaike info criterion 8.212869
Sum squared resid 5131.744 Schwarz criterion 9.080877
Log likelihood -205.9603 Hannan-Quinn criter. 8.549394
F-statistic 2.195441 Durbin-Watson stat 1.948362

Prob(F-statistic) 0.019966**
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The below equation presents the individual estimated results of each country by
using only selected variable from expected model. The variables in below equations are

selected from the probability of t-statistics is less than the level of significant as asterisk.

Cambodia
GGDPC =-3.471781 + 0.266 XC + 0.279049*GDCC
T-test: (5.714481)* (2.408596)**
Lao
GGDPL =128 094*GODL
T-test: (5.71 (2.159553)**
Myanmar
GGDPM =
T-test:
Vietnam
GGDPV =0.000148 + 0 ) f *7 0.562 SEXV - 0.080294*GODV
T-test: (5.714481)* ¥ 4.783424)* (-2.078885)**

Remark: T-statistics appears in parenthesis-by & tatistics's p-value at significant

Y]

level at 0.01(*), 0.05(**), and"0.

Iy
o statioﬂyusg??}%gnﬂbé’ (TTIY-V- U—

Causality is used to ﬂa the econometric t%pl for testlng the relationship of Korean FDI and

o o QAN HRTINH AR o

each lag (year) appears in table A6. These F-statistics in table A6 are used to testing null

Granger Causality Test

hypothesis of pair variables, and then, this result is reported in above table. Form the output

result of these statistic results,
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This testing show Korean FDI growth in CLMV (GKFDICLMYV) is cause of GDP’s
growth of CLMV (GGDPCLMV) because the probability of F-statistic in first lag is less than

level of significant at 0.05.

This testing show domestic credit growth in CLMV (GDCCLMV) is cause of Korean

FDI growth in CLMV (GKFDICLMV) because the probability of F-statistic in third lag and

\I///

This testing show total @ exgept gl in CLMV (GNKFDICLMV) is

cause of Korean FDI growth i

fourth lag are less than level of signific

e probability of F-statistic in

fourth lag is less than level

the null hypothesis.

Table A6. Figure of i 1 Pai ranger Causality Tests
A W

(T-Statistics

Lag Period (year) 1

Null Hypothesis: F-Stat Prob. F-Stat Prob. F-Stat Prob.

GKFDICLMV does not Granger
Cause GGDPCLMV 5. 001613
5

0.2682 1.23723 | 0.3204

GGDPCLMYV does not Granger

Cause GKFDICLMV 0.56305 1.26859 | 0.3072

iy
GKFDICLMV does not Granger

q~

Cause GDCCLMV 0.3419 0.5612 0.5496 0.7006 0.82796 | 0.5414
GDCCLMYV does not Granger
Cause GKFDICLMV 2.62891 5’0& 1.27189 0.2902 0.0159** | 2.90665 | 0.037** 1.81443 | 0.145

GKFDICLMV does not Granger
Cause GEXCLMV 1 0.3751 0.98942 0.4432

GEXCLMV does not Granger

e

ANININ

Cause GKFDICLMV 0.52427 0.4722 0.2697‘ 0.7648 | 0.3321 0.8021 1.95409 1.45243 | 0.2392

1285
GNKFDICLMV do r '
Cause GKFDICLM ) 8405 4 47986 (1) 0.698 789 0181+ | 035923 | 08716

GKFDICLMV does not qranger
Cause GNKFDICLMV 0.39748 0.5311 0.22615 | 0.7985 | 1.0509 0.3813 0.38934 | 0.8147 0.66149 | 0.6558

GODCLMV does not Granger
Cause GKFDICLMV 0.14073 0.7091 0.07085 | 0.9317 | 0.27079 0.8461 0.82223 | 0.5207 0.64839 | 0.6652

GKFDICLMV does not Granger

Cause GODCLMV 0.34267 0.5608 0.01814 | 0.982 0.54626 0.6537 0.9432 0.4517 1.10359 | 0.3825
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Appendix B

ASEAN 6 and Korea Agreement

ANNEX1: MODALITY FOR TARIFF REDUCTION AND ELIMINATION FOR TARIFF LINES
PLACED IN THE NORMAL TRACK

1. Tariff lines placed by each Party in the Narmal Track shall have their respective applied
MFN tariff rates gradually reduced and eliminatedsaceording to the following Schedules.
The first date of implementation shall be the date of entry into force of the Agreement. The
tariff reduction will be in accordance.with-the rate provided forthat year in the schedule.

(i) ASEAN 6 and Korea

ASEAN-Korea FTA Preferential Tariff Rate
X = applied
(notdater than 1 January)

MFN tariff rate’ | #5095 2007 2008 2009 2010

X>20% 20, '3 10 5 0
15% < x <20% F 9] 10 Ly 8- 3) 0
10% <x < 15% 10 8 s f.5 3 0
5% < x < 10% 5 0 el y 0 0

X<5% Standstill, &) 0 0

(ii) Socialist Republi¢ of Vietnam (“Vietnam®”)

X = applied ASEAN-Korea FTA Preferential Tariff Rate (not laterthan 1 January)
MFN tariff rate 2006 2007 2008 2009 201 20413 2015 2016
X>60% 60 50 40 30 20 15 10 0
40% < X <60% 45 40 35 25 20 15 10 0
35% < X <40% 35 30 30 20 15 10 0-5 0
30% < X <35% 30 30 25 20 15 10 0-5 0
25% < X< 30%. 25 25 20 20 10 [ | 0% 0
20% <X <525% 20 20 15 15 10 7 0-5 0
15% <X <20% 15 15 15 10 7 5 0-5 0
10% <X <15% 10 10 10 8 5 0-5 0-5 0
7% <X <10% 7 7 7 7 5 0-5 0-5 0
5% <X<7% 5 5 5 5 5 0-5 0 0
X <5% Standstill 0
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(iii) Kingdom of Cambodia (Cambodia), Lao People’s Democratic Republic (Lao

PDR), and Union of Myanmar (Myanmar)

X = applied ASEAN-Korea FTA Preferential Tariff Rate (not later than 1 January)
MFN tariff rate 2006 2007 2008 2009 2012 2015 2018
X>60% 60 50 40 30 20 10 0
45% < X < 60% 45 40 35 25 15 10 0
35% < X <45% 35 30 30 20 15 5 0
30% <X <35% 30 30 25 20 10 5 0
25% < X < 30% 25 26 20 20 10 5 0
20% < X < 25% 20 20 I3 16 10 0-5 0
15% < X <20% 15 15 15 10 3 0-5 0
10% < X< 15% 10 10 10 P 8 9 0-5 0
7% < X <10% 7 ¥ T N O 0-5 0
5% <X <T7% 5 3 9 i o4 5 0-5 0
X<5% Standstill 0

Remark: * Myanmar shall be allowed to maintain ASEAN“Korea FTA preferential tariff rates at no more

than 7.5% until 2010.

2. The tariff rates specifiedin the relevant Schedules in paragraph™ only set out the level of
the applicable ASEAN-Korea FTA preferential tariff rates to be applied by each Party for the
tariff lines concerned.in the specified.year, of implementation and shall.not prevent any Party

from unilaterally accelerating-its taiiff reddetion or elimination at'anytime if it so wishes.

3. The tarifflines in theiNormal Traeck, which are subjectito[specific tariff rates, shall have
such specific tariff rates reduced to zero, in equal proportions in accordance with the

timeframes provided in the Schedules set out in paragraph 1.

4. For all tariff lines placed in the Normal Track where the applied MFN tariff rates are at 0%,

they shall remain at 0%. Where they have been reduced to 0%, they shall remain at 0%. No
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Party shall be permitted to increase the tariff rates for any tariff line, except as otherwise

provided in this Agreement.

5. As an integral part of its commitments to reduce and/or eliminate the applied MFN tariff

rates in accordance with the relevant Schedules in paragraph 1, each Party hereby commits

to undertake further tariff reduction and/or' elimipation in accordance with the following
thresholds: R ,/)//
(a) Korea é :’ ‘_—4
(i) Korea shall-eli [ % of the tariff lines placed in
the Normal greement.
(i) Korea s f the tariff lines placed in
the Normal Tr,
(iii) Korea shalleli its” Iihes placed in the Normal
Track not later th
(b) ASEAN 6

P 2,
(i) Each Party shall red’ﬁé%a N tariff rates for at least 50 % of the
e =1 f Lo =3
tariff lines %ced in the NB"’FﬁaWa ] %:not later than 1 January 2007.
(ii) Each "-r\‘_ 1all—e ate its 90% of the tariff lines

placed in themorm
(iii) Each Partyihall eliminate its taags for all tariff lines placed in the Normal

44810 T EF AR Goo o0 v

exceéding 5% of all the °gmff lines or as listed in an agreed Schedule,
9 Wﬁ‘ﬂﬁ'ﬁ‘ﬁfmjm’l NYAY
(iv) Each Party shall eliminate all its tariffs for tariff lines placed in the Normal
Track not later than 1 January 2012.
(c) Vietnam
(i) Vietnam shall reduce its applied MFN tariff rates for at least 50% of the

tariff lines placed in the Normal Track to 0-5% not later than 1 January 2013.
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(i) Vietnam shall eliminate its tariffs for at least 90% of the tariff lines placed
in the Normal Track not later than 1 January 2015.

(ii) Vietnam shall eliminate its tariffs for all tariff lines placed in the Normal
Track not later than 1 January 2016, with flexibility to have tariff lines, not

exceeding 5% of all the tariff lines, eliminated not later than 1 January 2018.

(iv)Vietnam shall eliminate all its! tariffs for tariff lines placed in the Normal
Track not later than 1-J: p//
(d) Cambodia, Lao PD@W&W 4 '

(i) Each Partym—’ thei “\Mﬁplied MFN tariff rates for at

least 50% of | ediin th mal Track to 0-5% not later than
1 January 2 -

(ii) Each Pa ffs for at least 90% of the
tariff lines plac n 1 January 2017

(iii) Each Party s ive tariffs for all tariff lines placed
in the Normal Trac L 018, with flexibility to have tariff
lines, not exceeding %‘%Eéi’:ai if lines, eliminated not later than 1

BN

Track not Iatﬁthan

6. If an exporting Iﬁy%%; Zja%li&l %%T%aﬂr%ﬂafjexporﬁng Party shall

enjoy the tariff conéessions which an |r2port|ng Party has made for that tariff line as
specified w@wWﬂTﬁLﬁiﬂ ﬁmlﬂwﬁﬁﬂaﬂhﬂq ﬂ ﬁ( or Annex 2
together with the undertakings and conditions set out therein. This right shall be enjoyed for
so long as that exporting Party adheres to its own commitments for tariff reduction and

elimination for that tariff line.
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7. Each Party shall eliminate all its tariffs for the tariff lines given flexibility in paragraph 5, not

later than 1January 2012.

8. Each Party shall notify the other Parties its tariff lines placed in the Normal Track along

with the tariff elimination schedule for each tariff line in accordance with paragraph 5, not

W commences with respect to the tariff

later than the date when the commitment of
lines. R //
% 4
— S —

9

ANNEX2: MODALITY FOR
PLACED IN THE SENSITIV

ION FOR TARIFF LINES

1. The number of tariff lines e Sensitive Track shall be
subject to a maximum ceiling o
(i) ASEAN 6 and Korea:

10% of all the tariff i alue of imports from Korea or

\

(ii) Vietnam:
10% of all the -'ta iff i al %ﬁlue of imports from Korea
based on 2004 trade statistics; and

o R AN NN

10% nes.

e SRS TNV AV AL ...

Sensitive List and the Highly Sensitive List. The number of tariff lines which each Party can
place in the Highly Sensitive List shall be subject to a maximum ceiling of:
(i) ASEAN 6 and Korea:
200 tariff lines at the HS 6-digit level or 3% of all the tariff lines at the HS digit

level of each Party’s own choice and 3% of the total value of imports from
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Korea or from the ASEAN Member Countries as a whole, as appropriate,
based on 2004 trade statistics.

(i) Cambodia, Lao PDR, Myanmar and Vietnam:
200 tariff lines at the HS 6-digit level or 3% of all the tariff lines at the HS digit

level of each Party’s own choice.

3. The Parties shall reduce and, wh 3 !w inate the applied MFN tariff rates of
tariff lines placed in the Sensmvem\hastardlrls to ng Schedules:

(i) ASEAN 6 and Korewr—-‘ the a iff rates of tariff lines placed

in their res ter than 1 January 2012.

These tariff to 0-5% not later than 1

January 201

.al_,.r,*,.-,i';,.-"_ o o

tariff lines lﬁaced in their TéSpécT|

i??- to 20% not later than 1

4. The tariff lines ﬂ&ﬂg %ﬁ(}ﬁ%e‘%ﬂﬂ %J gﬂaﬂeﬁ:ategorised into five

groups. For each grcﬂo of their respectlve tariff lines in the Highly Sensmve List, the Parties
“”de”ak“’ﬁ'%f“iﬁ“?ﬂ’ﬁﬂ”‘im \iiel & N
(i) Graup A (Tariff lines subject to 50% tariff rate capping):
ASEAN 6 and Korea shall reduce the applied MFN tariff rates of tariff lines
placed in Group A to not more than 50 % not later than 1 January 2016.
Vietnam shall reduce the applied MFN tariff rates of tariff lines placed in

Group A to not more than 50% not later than 1 January 2021. Cambodia,
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Lao PDR and Myanmar shall reduce the applied MFN tariff rates of tariff lines
placed in Group A to not more than 50 % not later than 1 January 2024.

(i) Group B (Tariff lines subject to tariff reduction by 20%):
ASEAN 6 and Korea shall reduce the applied MFN tariff rates of tariff lines
placed in Group B by not less than 20% not later than 1 January 2016.
Vietnam shall reduce the applied MFN tariff rates of tariff lines placed in
Group B by not less than 20% not later than 1 January 2021. Cambodia, Lao
PDR and Myanmar shall reduge the-applied MFN tariff rates of tariff lines
placed in Group'B by netless than 20% notlater than 1 January 2024.

(iii) Group C (Tariff lines subject to tariff‘-lreduction by 50%):
ASEAN 6 and Korea shall r?educ'_;erthe applied MEN tariff rates of tariff lines
placed in Group € by no-t Jess:tkllan 50% not later than 1 January 2016.
Vietnam shall educe thé: app!ieﬂ%j’ IJ\;/IFN tariff rates of tariff lines placed in
Group C by not lgss than 5'0% not-ja‘tet than 1 January 2021. Cambodia, Lao
PDR and Myanmar shraxll‘_'rl'educe;'iﬁié_z_%:applied MFN tariff rates of tariff lines
placed in Group C bya'h'(:)t i-ess than%%%‘not later than 1 January 2024.

(iv) Group D (Tariffdines Sub]ééi-fo:TRQs):'." e

The partié§ §h3|| apply the tariff rate quotas on mfkp_i,érts of the goods of tariff

lines placed in Group D from the entry into force of this Agreement, in

accordance With the conditions set out in their respective Schedule.

(v) Group E |(Tariff lines exempted:from tariff concession):
Each"Party reserves the rights to maintain the applied MFN tariff rates of
tarifflines.placed in‘Group E.‘The humber of tariffilines whighieach Party can
place in Group E shall be subject to a maximum ceiling of 40 tariff lines at

the HS 6-digit level.

5. Tariff lines in the Sensitive Track, which are subject to specific tariff rates, shall have such

tariffs reduced in accordance with the timeframes provided for in paragraphs 3 and 4. The
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proportion of tariff reduction for these tariff lines shall be equal to the average margin of tariff
reduction of the tariff lines with ad-valorem tariff rates under the Sensitive Track, which are

subject to tariff reduction in the same year.

6. Notwithstanding the Schedules in paragraphs 3 and 4, any Party may unilaterally
accelerate the tariff reduction and/or elimination for its tariff lines placed in the Sensitive
Track at any time if it so wishes. Nothing in this/Agreement shall prevent any Party from
unilaterally transferring any tariff line-from the SensitiveTrack into the Normal Track at any
time if it so wishes.

'1
7. The reciprocal tariff rateftreatment of _t_ariff,_liges placed by an exporting Party in the

Sensitive Track, excluding GeoupE, while the same tariif lines are placed by the importing

i
1 -

Party in the Normal Track, shallibe goverHed by the following cenditions:

(i) the tariff rate for a tariff line placed by an expo_‘r—tj’mg‘-Party in the Sensitive Track, excluding
Group E, must be at 10% or beIO\;v and tt?ﬁ'ét"_l_%gporting Party has given natification to
that effect to the other Parties-.i"r'i ogder for th;_;t'—g:porting Party to enjoy reciprocity;

(i) the reciprocal tariff ratesto be applied to a tariff line placed by-an exporting Party in the

Sensitive Track sh__af{i be either the tariff rate of that export}h_'g Party’s tariff line, or the
Normal Track tariff rate of the same tariff line of an i;nporting Party from whom
reciprocity is sought,iWhichever is higher; ‘

(iii) notwithstanding sub-paragraph (ji), the importing Rarty can, on its; discretion, apply its
Normal Track'tariff rate even if such rate is lower than the tariff rate of the exporting
Party;and

(iv) the reciprocal tariff rate to be applied to a tariff line placed by an exporting Party in the

Sensitive Track shall in no case exceed the applied MFN rate of the same tariff line

of an importing Party from whom reciprocity is sought.
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8. The tariff lines placed by each Party in the Sensitive List and the Highly Sensitive List
under the Sensitive Track based on the modality set out in this Annex are respectively listed

in Appendices 1 and 2.

AULINENINYINS
AR TN TN
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Appendix C

Guide Book for Investing in ASEAN: Update 2009

CAMBODIA
|. RELEVANT INVESTMENT LEGISLATION

Cambodia has approved the Law on the Amendment to the Law on Investment of the
Kingdom of Cambodia on 24 March 2003, which governs all Qualified Investment Projects
(QIP) and defines procedures by.which any person-eould.establish a Qualified Investment
Project. Its Sub-Decree to implementthe LaW_:)n the Amendment to the Law on Investment
was promulgated on 27 September2008 followed by the Sub-Decree on the Establishment
and Management of the Special Econom/'cl Zones on. 29 December 2005, Law on
Concession dated 19 October 2007 and’;i:ts r@gvant laws and regulation that provide a

conducive legal framework for iavestment. "

The Royal Government has ensured the,reductidﬁ_rbi business transaction costs, expanded
market access, reduced transpor‘taﬁ'dn ‘costs a@?ﬂ%proved travel safety by improving
physical infrastructure, thus ensuring-the integréﬁ(zj'r.r-.iof rural ar_wd urban economies. The
Royal Government has -d_iéxtel@ped_the_necessaﬁy_legal—fﬁarﬁework for private sector
development and strengt.h‘ened the “Government-Private Sector ‘I,:orum” to function as an
effective dialogue and di’épute settlement mechanism. Reduced requirements for
documents have fagilitated trade’and: businessesiparticularly-thretightthe implementation of
the “Single Administrative Document (SAD)” system and the “Single Window” service. The
Royal Governmentiwill centinueto: strengthen the suppaortive,legal framework,for the private
sector including ‘laws “and™ regulations,” and ‘administrative ‘proceduresand improve
productivity through training for employees, technicians, and skilled labour; ensure fair
competition; promote trade facilitation; enforce the labour law; and, strengthen the dispute
settlement mechanism. As an important part of the policy for diversifying the economic
base, the Royal Government will promote a favorable climate for developing the agro-

processing industry, and assembling industry including electronic and machinery
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assembly. In addition, the Royal Government will continue enhancing necessary legal
framework, especially creating the law for the efficient operations of Special Economic
Zones. The Royal Government will continue promoting the public and private sector
partnership for investment

especially for physical infrastructure projects.

The Royal Government has reduced minimum requirgements for the registration of small and
medium enterprises and the company registration=fee.” Accounting systems and the
financial reporting mechanisms™ have ~been simplified. “keans provided by financial
institutions to small and mediumenterprises have inereased considerably. The Royal
Government will continue todimprove the bosines‘? climate for small and medium enterprise
development focusing on four main aspects (1L‘I.egal and regulatory framework-facilitating
registration particularly via internet system Jdeﬂnlng procedures and principles for
inspection and certificate of origin for import anc_j': export, and adoption of a sub-decree on
trade facilitation through risk manage’nrent 2?')’t"ﬁnancing—creation of financial leasing
companies, and strengthening governance and fmaﬁelJaJI reports; (3) supportive actions for

small and medium enterpnses promotmg lnnovanon and technology as well as financing for

small and medium enterpns_jes, and strengthening and widening otner supportive services,
(4) integrating small and medium enterprises into a global value chain and preventing all

kinds of smuggling.

In addition, the Royal Government will promote the implementation of new measures
including: establishing tha National*‘Rraductivity Center in ‘order to improvs productivity and
reduce production costs; establishing a National Standards Institute to ensure product
quality conforming with regional and international standards; establishing national testing
laboratories for physics, chemistry, micro-biology, and mechanics in order to evaluate
quality and set prerequisite criteria for products; strengthening industrial property rights

protection mechanism in order to promote innovation, adoption of new techniques and new
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Technology ; imparting training to improve skills; and strengthening the relevant legal

framework.

The Royal Government continues to promote the “one province-one product” movement by
encouraging inventions, entrepreneurship, and self-confidence in rural areas. This
movement provides a comprehensive network linking production to the market, helps
maintain regional identity, and encourages new .initiatives for product diversification. The
Royal Government will promote téchnical training foi-special products within some regions
in the context of strengtheningsguality-and expanding markets which are critical for further

support to and participationdnthisimovement. |
]

i

The Royal Government has approved the establishment of a number of Special Economic

Zones (SEZs) along the borders with Théiland z'é_\nd’ Vietnam including those in Koh Kong,
Poipet, Phnom Den, Bavet thessumrounding areés ‘of Phnom Penh and Preah Sihanouk

- o4

province with the aim of attracting more invéé_t'ments into Cambodia. In addition to
§ i Tl

geographical advantages, the Royal Gevernment has implemented the “Single Window”

o

mechanism at each SEZ-in order to facilitate imb’b‘r'f:é;(bort procedures and to save time.

Moreover, the SEZs offer investors superior and complete infrastructures and facilities, such
as road network, factory bui'ldings, electricity supply, clean water, water treatment plant,

skill training, banking services, postal services and. telecommunication, etc.

Furthermore, strengthening tourism sector infrastructure and ensuring the linkages between
tourism and_agiicultureis an important endeavar for thejimprovementCf thellivelihood of
people. Indeed, a key component of the Royal Government'’s strategy is to establish a green
belt zone or a agricultural development zone surrounding the tourist sites in order to
achieve a pro-poor tourism development. In this context, in order to facilitate and attract
private investments, the Royal Government has paid great attention towards improving key

tourism infrastructures such as road network and airports in Phnom Penh, Siem Reap,
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Sihanoukville, Koh Kong and other provinces. The Royal Government has channeled more
funds to build agricultural infrastructure network and provide facilities to the development of

green zones surrounding key tourist sites.

1. INVESTMENT ACT

» Law on Investment of the Kingdom of Cambodia No. 03/NS (4 August1994)

» The Amendment to the Law on Investment of the Kingdom of Cambodia(24 March 2003)
(Khmer/English) 2

» Sub-Decree No 111 ANK/BK.en the /mp/e}nentat/on oif -the Amendment to the Law on
Investment of the Kingdom ofs€ambodia (2005'.)

» Sub-Decree No 34 ANK/BK onuthe Amenclrja"nent of the section 1 in the Annex | of the
Sub-Decree No 111 ANK/BK on the Imp/é-rpen?g}}on of the Law on the Amendment to the
Law on Investment of the Kingdom of C'a'mbod/'é")! (2007)

» Sub-Decree No 149 ANK/BK an the,r_Orlgan/’za;ZQp gnd Functioning of the Council for the
Development of Cambodia (2008) o /R

+ Sub-Decree No 148 ANK/BK on ".Vther'Estab/is@éf;it and Management of the Special

Economic Zone (2005) Ll T
» Sub-Decree No 28 ANK/@K on-the Amendment of Articte—4 Pc.i{nf (4.1) of Sub-Decree on

the Establishment and Méﬁégement of the Special Economic Zoﬁé (2006)

» Sub-Decree No 18 ANK/BK on Amendment on Article 4 Point 4.1 and Point 4.3 of the
Sub-Decree on the Establishment.and-Management of the. Special.Economic Zone

» Sub-Decree No 17 ANK/BK-=on 'the'Establishment of the=Sub-Committee on Investment of
the Provinces-Municipalities of the Kingdom of Cambodia«(2005)

» Sub-Decree No'146 ANK/BKlon Economic lkand Concession (2005)

» Sub-Decree No 114 ANK/BK on the Mortgage and Transfer of the Rights over a Long-
Term Lease or an Economic Land Concession (2007)

* Law on Concessions (2007)

» Sub-Decree No 126 (RGC) on Management and Use of Co-owned Buildings (2009)
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Details of the above laws and regulations can be found in the official website:

http.//www.cambodiainvestment.gov.kh

2. COMPANIES ACT

Businesses operating in Cambodia may take on a variety of forms. In a Sole Proprietorship,
the sole proprietor provides all the start-up capital and does not have a separate legal entity
from the Proprietorship. The sole proprietor thus .has unlimited liability for the debts and

liabilities of the business.

Under Cambodian law, geneial partherships ‘can be formed without legal documentation
since the partnership contragt may be verbal icl>r in writing (Law: on Concession-LoCE, Jun
2005, Art. 9), but the partners.alsosshare uhlimifga liability for the debts and liabilities of the
partnership. The partnership shas no legal e"ptity distinct from its members. Limited
partnerships can also be formed thiough filing ;i',_gef_iiﬂcate with the Business Registration
Bureau at the Ministry of Commerce. Under a lim-i;ﬁ'd, partnership, the general partners have
unlimited liability for the debts of thec-‘éompanies,@;r;é limited partners are liable only for

their contributed capital. Both sole=propﬁetorship:)é'-'éﬁd‘partnerships are terminated upon

the death or withdrawal of @ generak-partier——

Limited Liability Companies (LLC) can be formed by filing Articles of Incorporation with the
Ministry of CommerCef1as iwellasi sulamitting «thelirequiredpaperwork and fee to the
Registrar of Companies and Businesses at the Commercial Registration Department. The
LLC must issuesa=minimum of 1,000-shares with,a-par. value.of notyless than-KHR4,000 per
share, and the ‘company’ must have ‘a ‘registered office” address within® the” Kingdom of
Cambodia. Directors may be of any nationality, domicile, and residence, and all profits
generated in Cambodia are subject to corporate tax rates. Private Limited Companies (PLC)
may have no more than thirty (30) shareholders and may not offer shares or other securities
to the public. PLC with only one shareholder must register as a Single Member Private

Limited Company, but it may change its legal form to a PLC upon request. There are no
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restrictions on the number of shareholders or transfer of shares for Public Limited

Companies. For more information on LLCs, please see LoCE Art. 88-89.

Both foreign and domestic companies may establish branches in Cambodia in compliance
with the Law on Commercial Rules and the Commercial Register as well as the LoCE.
Branches must be registered with the Registrar. A branch of a foreign company is subject to
the same legal and tax consequences as companies incorporated in Cambodia, and they
are legally required to file returns and accounts of-an“ongoing basis. Parent companies,
both foreign and domestic, aresresponsible for all debts andliabilities of the branch. Legal

regulation regarding branches'is Qutlined in'LoCE Art. 281-285.
]

" |
i

Companies incorporated ouiside of Cambodia;may establish a Representative Office in

order to coordinate administration ané mark'i_etiﬁg within the country. Establishing a

-

Representative Office is a good way.‘for foreigﬁ.-'oompanies to analyse the Cambodian
- ‘4

market before making a larger investment, and stich offices can be established provided

they are used solely for marketing and-administration. These offices are prohibited from

ti

engaging in any businessin Cambodia, but they can perform. promotional and liaison work.

For further information, pleasé sée LoCE Aft. 277-280:

3. RELEVANT LEGISLATION

Investment

» Sub-Decree No 126(RGC) on Management and Use of Co-owned Buildings (2009)

» Sub-Decree No.149 ANK/BK.on the Qrganization and-Functioning.of the Council for the
DevelopmentiofiCambodia (2008)

+ Agreement Between Japan and the Kingdom of Cambodia for the Liberalization,
Promotion and Protection of Investment (2008)

» Law on Concessions (October 19, 2007)

» Sub Decree on the Mortgage-Transfer of the Rights over a Long-Term Lease or an

Economic Land Concession (August 29, 2007)
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» Sub-Decree No 34 ANK/BK on the Amendment of Section 1 in the Annex | of the Sub-
Decree No 111 ANK/BK on the Implementation of the Law on the Amendment to the Law
on Investment of the Kingdom of Cambodia (2007)

» Memorandum of Understanding on Investment Cooperation between the Kingdom of
Cambodia and the Government of Australia (2006)

» Sub-Decree No 28 ANK/BK on the Amendment of Article 4 Point (4.1) of Sub-Decree on
the Establishment and Management of the Special Eeonomic Zone (2006)

» Sub-Decree No.111 on the Implementation _(}f the*Amendment to the Law on Investment
(2005) 7

» Sub-Decree No 148 ANKBK oa'the Estal‘ljlishment and Management of the Special

Economic Zone (2005) !

+ Sub-Decree No.17 on the Estab//shmé;zt O': t%e Sub-eommittee on Investment of the
Provinces-Municipalities (2005) )

» Sub-Decree No. 146 ANK/BK an Economic La/;d Qpncess/on (2005)

* Law on the Adoption of the Agreement bet\}\;gje_g the Government of the Kingdom of
Cambodia and the Kingdom “of 'Néther/andsﬁ_’:‘the Promotion and Protection of

Investments (2005) Zeok 7Ry,

* Law on the Adoptionsofthe Agreement between the Gove/ibmem‘ of the Kingdom of

Cambodia and the Soc/éﬁét Republic of Vietnam on the Pré?ﬁlot/on and Protection of
Investments (2005) w "

» Law on the Amendment tosthe Law. on Investment (2003)

* Law on the Adoption“of 'the Agreement between the=Government of the Kingdom of
Cambodia and the Republic of Cuba oh the Promotién and Protectioh’ of Investments
(2002)

* Law on the Adoption of the Agreement between the Government of the Kingdom of
Cambodia and The Republic of Croatia on the Promotion and Protection of Investments
(2002)

» Sub-Decree No.33 on Creation of Development Zones (2001)
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* Law on the Adoption of the Convention on the Settlement of Invesiment Disputes
between States and Nationals of other States (2001)

* Law on the Adoption of the Agreement between the Government of the Kingdom of
Cambodia and the OPEC and Fund International Development on the Promotion and
Protection of Investments (2001)

* Law on the Adoption of the Agreement between the Government of the Kingdom of
Cambodia and the Republic of the Philippines .on.the Promotion and Protection of
Investments (2001) 2

* Law on the Adoption of the.Agreement béz‘ween the-Government of the Kingdom of
Cambodia and France Republi€¢ onsthe Promo{lion and Proteetion of Investments (2001)

* Law on the Adoption of ithe Agreement bej'tween the Government of the Kingdom of
Cambodia and F.R. Germany.on the Prorhb‘z‘ioné;ﬁld Protection of Investments (2001)

» Sub-Decree on the Developmeént of S/h'anouk@/e‘?Autonomous Port (2000)

* Law on the Adoption of the Agreemel_nt bet\;tZexen; the Government of the Kingdom of

Cambodia and the Republics of Indonesia-on th-é'  Promotion and Protection of Investments

(2000) S 22

« Law on the Adoption of the Agreement beiween the Government of the Kingdom of
Cambodia and the Repub_’.'{ic of Korea on the Promotion ano’i‘_Protection of Investments

(2000) -

» Law on the Adoption of‘the Agreement between the Government of the Kingdom of
Cambodia and thes Republics=,of, Singapore ~on, sthe, Premotion.. and Protection of
Investments (1999)

* Law on the Adoption of the Agreement between thésGovernment of.the Kingdom of
Cambodia and the Swiss'Confederation) (1999)

* Law on the Adoption of the Agreement between the Government of the Kingdom of
Cambodia and the People’s Republic of China on the Promotion and Protection of

Investments (1999)
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* Law on the Adoption of the Agreement between the Government of the Kingdom of
Cambodia and the Kingdom of Thailand on the Promotion and Protection of Investments
(1997)

* Law on the Adoption of the Agreement between the Government of the Kingdom of
Cambodia and Malaysia on the Promotion and Protection of Investments (1996)

* Memorandum of Understanding on Econ nd Technical Cooperation between the

Kingdom of Cambodia and the Rep

» Sub-Decree on the Establish strial Zone (1995)
T——

» Investment Incentive Agre odian Government and the

« Law on Commercial Contract (Draﬁf,x, Y.

» Law on Personal Property.Leasing (Draft) —‘ §

* Law on Commercial Ag

ﬂng of National Center of

« Sub-Decree No 124 (Rﬁ) on Organization and Functi

Commercial Arbitrat

s By {8 am WEIADT ., o e o

Standards Council (2009)

e RPN A UM INYIN Y

* Law on Sec%red Transaction (2007)

* Sub-Decree No 07 (RGC) on the OQOrganization and Functioning of Chambers of
Commerce of Cambodia (2007)

* Law on Standards (2007)

» Law on Management of Factories and Handicrafts (June 2006)
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* Law on Commercial Arbitration (May 2006)

» Law on Commercial Enterprises (2005)

» Law on Negotiable Instruments and Payment Transactions (2005)

» Ministerial Order on Liability of Directors, Managers or Owners of an Enterprise for Tax
Due, Additional Tax and Interest (2005)

» Ministerial Order on Determination of the Cost of Company Registration at the Ministry of
Commerce (2004)

* Ministerial Order on Arbitration-Council (200_4})

» Sub-Decree on the Establishmentof 1he Pro;//nc/al Chamber of Commerce (2004)

« Law on the Adoption and /mp/ementati?n of United Nations Convention on the
Recognition and Enforcemeniof Fereign Arbitréi/ Awards (2001)

* Ministerial Order on Cambodian /ndustr/é/‘ Sz‘éfrli&ards (2007)

» Law on the Management of Quality and Safet);':!, of'Products and Services (2000)

* Ministerial Order on Trading Activilies of Comrhjexr,cgia/ Companies (2000)

* Law on the Amendments of the Law, 0/ ihe -’Q@mmerc/a/ Regulations and Commercial

Register (1999) S 2

« Ministerial Order on Measures Against Food Pfédé/ets Devoid of Appropriate Packing
Labels (1999) v '

.+ Sub-Decree on the Matefial Standard (1998)

» General Statute on Public'€Company (1996) “
» Law on the Chamber of Commerce (1995)

» Sub-Decree on the_Establishment of the-Phnom*Penh’s‘Ghamber of Commerce (1995)

» Law Bearing on the Commercial Regulations and Cominercial Register (1995)

* Circular No,63 '0on the Adoption of they Market Ecanomy(1994)

» Declaration No. 38 referring to Contract and Other Liabilities (1988)

Taxation and Accounting

» Ministerial Order No 599 (MEF) on Expense of Enterprises which are Authorized (o
Deduct Tax in relation to the Withholding Tax (2009)

* Ministerial Order No 1481 (MEF) on Tax Year (2007)
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» Ministerial Order No 643 (MEF) on Obligation to Submit Financial Statements to be
Audited Corporate Account (2007)

» Notice No 002 (MEF) on Obligation of Patent Tax Payment (2007)

* Ministerial Order No 1245 (MEF) on Establishment of Secretariat of the National
Accounting Council (2006)

» Law on Amendment to the Law on Audit of { ingdom of Cambodia (2006)

» Ministerial Order on Implementation of V/ @/ﬂg Industries or Contractor for

* Ministerial Order on the Organizati ' x Department (2005)

» Ministerial Order on Liabili j ersver.C s of an Enterprise for Tax

* Ministerial Order on the | ! f ccounting Standards (CAS)

(2003)
» Sub-Decree on the funcli ncil (2003)

* Ministerial Order on Sa/a:ﬂT ax (2003) '

» Law on Corporate n "ﬁu i o%ﬁ fessio 2)

» Law on Audit of @ﬂﬂg Ei 't/ﬂ‘fg;?j wgeﬁ ﬁzﬁ

» Sub-Decree on Value Added Tax 1999f =1 ./
AN HANINYIR Y

* Law on Tax?ation (1997)

* Circular No.635 on the Certification of the Business Accounts (1994)

» Ministerial Order No.18 on the Identification of Business subject to Profit and Income Tax

(1994)
» Law on Accounting (1992)
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Banking and Finance

* Law on Financial Lease (2009)

» Sub-Decree No 54 (RGC) on the Implementation of the Law on Publishing and Trading
of Non-Government Securities (2009)

» Ministerial Order No 7.09-075(NBC) on the Maintenance of Minimum Reserve

» Ministerial Order restruct ' eig! mbodia (FTRC) (1999)
| i
» Law on Banking and Fin l ial Institutions (1999)

» Law on Foreign E.

e B AN YNINEADT e

Trade ¢ o /s

-towon ragslorpEeald 1 V17 VIE 16 2

» Ministerial %rder No 734 (MEF) on Special Customs Procedures for Implementing in
Special Economic Zones (2008)

» Ministerial Order No 116 on Customs Bonded Warehouse (2008)

* Law on Customs (2007)
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* Instructional Circular #007 (MEF) on the Implementation of Policy of the Facilitation of
Trade through Risk Management (2007)

» Sub-Decree No 20 (RGC) on Creation of Inter-Ministerial Coordinating Committee for
Implementing Obligations and Commitment of Cambodia in the World Trade Organization
(WTO) (2007)

» Ministerial Order No 001 (MEF) on Adjustments of the Tariff Rates and Specific Tax Rate
on Import Commodities (2007)

* Ministerial Order No 176 (MQC) on aJ Certain..Necessary Measures for Export
Management under Trade Preferences Syster;; (2006)

* Ministerial Order No 607 (MEF) oa Estab//shrllnent and Putting into Operation the Office of
Risk Management and Audit.of Customs and éxcise (Aug 20006)

» Sub-Decree No 21 on Risk Managemeni‘r (Mafl é'b06)

» Sub-Decree No 131 (RGC) jon the Sbeciﬁcé:;/oﬁ of forest products and sub-products
permitted to be exported and imporied, (2;006) :

* Prime Minister Order on SAD, Single Window, R’LS/S _Management (2005)

- Memo of the Ministry of Industry, Mines and Energy to GMAC (Elimination of Certificate
of Processing) (2005) e 7Ry,

* Law on WTO Accessiofi (2004)

* Ministerial Order on Traaihg Activities of Commercial Com,oan’fe’él (2000)

» Ministerial Order Amending and Supplementing the Issuance’of the Certificate of Origin,
Commercial Invoice.and, Expo,(1999)

» Ministerial Order'on, the Issuahce'of the Certificate 'of=Origin, Commercial Invoice and
Export License for Garments (1999)

» Decision No.112 on the Creationgofan Inter-Ministerial Commission {for the Preparation
and Organization of Import and Export Procedures and Regulations (1994)

» Law regulating the Duties on the Imported and Exported Goods (1989)

Labour

* Ministerial Order No 133 (MLVT) on Payment of the Occupational Risk Contribution by
the Garment and Shoe Enterprises and Establishments for the Year 2009-2010 (2009)
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» Sub-Decree No 67 (RGC) on Creation and Putting into Operation of the National Agency
for Occupations and Labor (2009)

 Circular #185 (MOLVC) on Wages of Night Work (2007)

* Law on Amendment to Articles 139 and 144 of the Labor Law (2007)

» Sub-Decree No 16 (RGC) on Creation of National Social Security Fund (2007)

» Law on Social Security (2002)

* Law on Amendment to the Law on Lakb ,//’

* Law on Labor (Amendment) (% —

» Sub-Decree on the Export

* Law on Labor (1993)
Intellectual Property Rights
» Law on the Protection of La
* Law on Undisclosed Informati
» Sub-Decree No. 64 (RGC) on
Names and Acts of Unfair Co
« Ministerial Order No 707 (Ml i Procedures for Registration of Industrial Designs
(2006)

» Law on the Copyright

« Law on the Patents, Utility I\ } esign (2003)

* Law on Marks, Trade Na

« Ministerial Order (ﬁ ﬁ é‘fﬁ] ﬁe ﬁqﬁ %{Wgr p] ﬁ %m (1997)

4. MINIMUM INVES'I?R!IENT LEVEL

v QLT G MRS IS o o

status, mvestr‘ent capital should be in excess of the amount as set in the Annex |, Section |l
of the Sub-decree on the Implementation of the Law on the Amendment to the Law on

Investment of the Kingdom of Cambodia, dated 27 September 2005.

5. OTHER RELATED INVESTMENT LEGISLATION
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« Civil Code (2007)

» Law on Criminal Procedure (2007)

» Law on Civil Procedure (2006)

» Sub-Decree on Management of Forest Concession (2000)

» Sub-Decree on Requirements for Permission of Non-Immigrant Foreigners to Enter, Stay,

and Exit the Kingdom of Cambodia (1999)

e Charter Law on Amendment of the.

* Law on Immigration (August

—
* Law on Nationality (August N
* Sub-decree on Env/rory . \w (Source at Ministry of
Environment)
« Sub-decree on Water Polluti ' . ot Min nvironment)
* Law on Amendment to the | 7 03 (Khmer/English) (Source

» Law on Pattern (December 6,

Details of these laws and r in the official website:

Il. SECTOR-SPECIFIC LA@ AND POLIC

Special Economic Zone/Industfialand

e o b ;},,%} DT INRLAF VS coror 200

(Jun 2006)

5008 A Q4 FARHINATRY T

Zone (2005) 1

« Sub-Decree No.147 on the Organization and Functioning of the CDC (2005)
* Sub-Decree No.10 on the Creation of the Nearng Kok Industrial Zone, Koh Kong
Province (2002)

* Sub-Decree No.33 on Creation of Development Zone (2001)
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» Sub-Decree on the Establishment of the Sihanoukville Industrial Zone (1995)
Banking and Finance

» Law on Government Securities (In preparation)

» Law on Securities and Exchange (In preparation)

* Law on Insurance (2000)

» Ministerial Order on the Licensing of Bank

%//of Cambodia (FTRC) (1999)

s (199

of'the ww Cambodia (1996)
! ‘ N . -

* Ministerial Order restructuring the Fo

* Law on Banking and Financia

| ——
» Law on the Organization and
Infrastructure, Transport and

* Law on Merchant Shipping i i

« Sub-Decree No 106 (RGC) on ‘r nt of the' i al Airline Company (2009)

+ Sub-Decree No 01 (RGC) on thesE@ shment of Phnom Penh Port Business Center
(2009) '
» Law on the Civil Aviatio 8

» Decision No 01 (RGC) Creation of Commission for Preﬂn’ng Legal Standards and

Procedures on Lanﬁ/se in Provinces- Mun%a//‘% and Urban Areas of the Kingdom of

SWEHS
oo Zicﬁcﬁiﬁiﬁiéaiﬂmad BVFRE N B o

* Ministerial arder No 830 (MEF) on Creation of Working Group for Managing Oil Revenue

Cambodia (2008)

of the Ministry of Economy and Finance (2007)
» Sub-Decree #114 (RGC) on the Mortgage and Transfer of the Rights over a Long -Term
Lease or an Economic Land Concession (2007)

» Law on the Water Resources Management (2007)
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* Highway Code

* Sub-Decree No 129 (RGC) on Rules and Procedures of Reclassification of Public
Properties of the State and of Public Legal Persons (2006)

» Sub-Decree No.146 on Economic Land Concessions (2005)

» Sub-Decree on the State Land Management (2005)

* Instruction on Hearing Procedure of the al Cadastral Commission (2005)

ro&edu&Cadastra/ Commission (2002)

astral Commission (2002)

» Sub-Decree No 19 on Social Lan
* Ministerial Order on the Guideli

» Sub-Decree No.48 on Spor.
» Sub-Decree No.47 on Or
» Sub-Decree No.46 on P, | Index Map and Land
register (2002)
» Sub-Decree No.131 on the ense Fee for Electric Power
Service Providers in Cambodia
* Law on Land (2001)

* Law on Electricity (2001)

» Sub-Decree No.11 on Btij

| 1
* Law on Land Use Planning, Urbanization and Construction (

» Decision No.34 h lre f t/bf ommi or-Land Planning and
Urbanization of Areﬂ&sﬂﬂhiﬁflﬁl \Aﬁﬂ ﬁiﬁim%}

Tourism ¢ = o/

-cowon Tapsppzopd| | T1 JE A1 VIENEV 2

» Ministerial arder No 105 (RGC) on Classification of Hotels (2009)

» Law on the Suppression of Gambling (1996)

» Law on the Protection of Cultural Heritage (1996)

Agriculture and Environment

* Law on the Amendment to the Law on Forest (Draft)
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* Law on Fisheries (Draft)

» Sub-Decree No 123 (RGC) on Determination of Category/Type of Products and
Endangered Fishery Products/Resources (2009)

» Ministerial Order No 402 (MAFF) on Forms of Registers, Certificates and Permits fo be
used for the Cambodian Specified Rubber Label and Official Letter of Recognition (2008)

» Ministerial Order on Control/inspection of Food Safety of Agricultural Products (2007)

* Ministerial Order No 002 (MAFF) on List of Maximum.Residue Limits of Pesticide in Fruit
and Vegetables (2007) a

» Sub-Decree # 131 (RGC) on«the Specification of Ferest Products and Subproducts
Permitted to be Exported and«dmported (2006).

* Law on Forestry (2002) !

» Sub-Decree on The Control of Air Po//ut/bn ah;c‘/"./\/o/se Disturbance (2000)

» Sub-Decree on the Water Pollution Control (1 999)-5

» Sub-Decree on Management of Salid, Waste { 1999)

» Law on Environment Protection and Natural Réégiq!r.ce Management (LEPNRM) (1997)

« Sub-Decree on Conferring the Right-to-Seéll an&'_‘Eﬁc}Eﬂort Rubber Products to the Ministry
of Agriculture, forestry and Fisheries(1994) _4 --

» Sub-Decree on the Cre%t@ of a_National Permanent_ commission for Coordinating the

Privatization and the Promotion of Rubber Plantations (1994)
* Decision No.65 on the Annulment of the Existing Procedure fof Timber Export (1994)

* Royal Decree on the Rrotectioh-0f Natural Areas.(1993)

1. INVESTMENT APPLICATIONS

1. AGENCY" INVOLVED IN ADMINISTERING INVESTMENT APPLICATIONS AND
GRANTING OF INCENTIVES
* Council for the Development of Cambodia (Cambodian Investment Board)

The Council for the Development of Cambodia (CDC) is the sole and One-Stop Service

organisation responsible for the rehabilitation, development and the oversight of private
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investment activities. The CDC is the Royal Government’s “Etat-Major” responsible for the
evaluation and the decision-making on all rehabilitation, development and private
investment project activities, processing applications for investment projects, providing

investment advice, and administering investment activities.

The role and functions of the Council for the Development of Cambodia “Cambodian
Investment Board and Cambodian Special Economic.Zones Board” are specified as set
forth in the sub-decree No. 149"ANKR dated 3 October 2008, on the organisation and

functioning of the Council for.the'Develepment of Cambodia.

2. CONDITIONS INCLUDING' TIMETABLE FOé PROCESSING OF APPLICATIONS
Within three (3) working days of the recelpt of the Investment Proposal, the CDC shall issue

to the Applicant a Conditional Régistration Certifig;afe or a Letter of Non-Compliance.

The CDC shall issue the Conditional Re.gstratnoﬁ Certificate if the Investment Proposal
contains all the information required under the Sub_Decree and if the proposed activity is
not in the Negative List set out in the Sub- Deciee. However if the Investment Proposal does
not satisfy the above concﬂﬂeﬂsﬁhe—GBG—shaH—Bsue—a—keﬁer ‘Of. Non-Compliance to the

Applicant.

The Conditional Registration! Certificate | Shall=specify' they approvals, authorisations,
clearances, licensesgpermits or registrations required for the QIP to operate, as well as the
government=entities~responsible, for- the issue (0fy such=approvals~clearances, licenses,
permits or registrations. The Conditional’ Registration Certificate shall’ also” confirm the
incentives that the QIP is entitled to under new Article 14 of this Law and recognise the

statutes if the legal entity which will undertake the QIP.
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If the CDC fails to issue a Conditional Registration Certificate of Letter of Non-Compliance
within three working days, the Conditional Registration shall be considered to be

automatically approved.

All government entities responsible for issuing an authorisation, clearance, license, permit
or registration listed on the Conditional Registration Certificate shall issue such a document
no later than the 28th working day from the date oiithé Conditional Registration Certificate.
-

The CDC shall issue a Final Registration Certificate within 28 working days of its issuance of
the Conditional Registration=Certifieate. Issuanllce of the Final Registration Certificate does
not release the QIP from obtaining any, oth_er a‘pgrovals specified by competent ministries-
entities. Even upon the lapseof the 23 working (;ays deadline as stipulated in the paragraph
6 above, all competent entitiesishall issué appro:}alg as prescribed by laws and regulations.
The date of issuing the Final Registration _'-':Certiﬂcate shall be the date of QIP
commencement. All Letters of Non—Compibnce s%étl'_l_‘?lfaarly state the reasons why the
Investment Proposal was not accepféble- as Well—é;TtJF:e additional information required to

o

enable the Council to issue,a conditional RegistratiéHCéﬁifioate. 4

3. SPECIAL SERVICES Fé)R EXPEDITING APPLICATIONS

The CDC offers a one-stop sé-rvice for investment in Cambodia. ’
Through its executive afm, the. Cambodian Investment Baard (CIB), €DC is responsible for
the processing of applications for investment projects. As such, the government is fully
committed toytherspeeding-dp«of, newsdinvestmentprojectiapprovals by making the CDC a

truly effectivesand welldisposed one-stop service.

4. PROCEDURES FOR INVESTMENT APPLICATIONS

Party to Take Action Process Condition/Remarks
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Applicant

The CDC or PMIS

Use a completed Application Form

Submission of an Investment
Payment of Application Fee of

Proposal to the CDC or PMIS
7,000,000 Riels
To be issued within 3 working days
after submission of the Investment

Proposal

1) Issuance of “

he CRC specifies the approvals,

aéonsatlons clearances,
‘m permits or registrations

for the QIP to operate, as
e government entities

Sible to issue such

o If the‘l nvestment Propos I

The CDC or PMIS ﬂ ‘Heﬂ (33 ‘W Eéﬂv‘ﬁ WLEI ’}ﬂ ‘§ompllance shall

%! condition Clearly state the reasons why the

AR ﬂ'ﬁ?‘?‘iﬁiﬂ’ﬂ? TR

Compliance is not issued acceptable and the additional
within information required for enabling
3 working days, the CRC shall the CDC or PMIS to issue a CRC.
be considered automatically

approved
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All government entities responsible
for issuing an authorisation,
clearance, license, permit or
registration listed on the CRC shall

issue those no later than the 28
Obtains all of the licenses

working day from the date of the

The CDC or PMIS

roper reason, fails to
espo 1
, ‘ eadline shall be punished

\u

0 be issued within 28 working

0 an Applicant’s request

days of the issuance of the CRC.
|

The CDC or PMIS
dateqof issuance of the FRC

& the date of the QIP

mmﬂcement

AUYANYNTNYINS

IV. INVESTMENT PROTECTION

e AR DIANBI AN

* Currency

The U.S. Dollar is widely and commonly use in Cambodia for investment. The exchange rate
of the U.S. Dollar has been stable at around 4,000 Riel since the 1998 devaluation. Checks
or credit cards and other financial forms are widely used and accepted for commercial

purposes.
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* Remittance
Article 11 of the Amended Law on Investment of 2003: In accordance with the relevant laws
and regulations issued and published to the public by the National Bank of Cambodia, the
Royal Government shall permit investors with investments in Cambodia to purchase foreign
currencies through the banking system and fo remit abroad these currencies for the
discharge of financial obligations incurred in/connection with their investments. This
concerns the following payments: 2

- payment for imports and.repayment of principaland interest on international loans;

- payment of royalties and management fees;

- remittance of profitsgand ]

- repatriation of invested capital in éc:)mp-ﬁdaﬁnce with Chapter 8.

)

* Foreign Exchange Regime s b 4

The “Law on the Foreign Exchange” df !_S;eptemtq'é;tj_‘1-997 stipulates that “there shall be no
restriction on foreign exchange operations:..” thrdh'g.@:ﬂauthorised banks (Article 5) but the
authorised banks shall report to the National Banki‘ic;f;_--.(;_;ambodia the amount of each transfer

equaling or exceeding 10;000 US dollars (Article 17). Residents ér_e allowed to hold foreign

currencies freely (Article 7). .

The import or exportof raw golds=Uncut precious.stones or otherraw-precious metals shall
be free but subject to prior declaration to'the ‘National Bank‘of Cambodia, and the import or
export of the means of payment equaling or exceeding 10,000 US 'dollars in foreign
currencies orithe equivalent amountinidomestic currency by altravelefr shalllbe declared to

customs officers (Article 12 & 13).

Loans and borrowings, including trade credits, may be freely contracted between residents
and nonresidents as long as the loans disbursement and repayments are made through

authorised banks (Article 18).
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2. EXPROPRIATION AND COMPENSATION
As set forth in the Article 61 & Article 62 of the Land Law (30 August 2001), in the case of
withdrawal of a concession, for whatever reason, the concessionaire is not entitled to claim

any compensation for any damage.

3. INVESTMENT GUARANTEE AGR ‘y/

The Law on Investment guarantee estme s (Article 8 to Article 11 of the

“Law on Investment”): : -' H
- A foreign investor shall nM 1 di i _way by reason only of the

investor being a foreign invesier,

of land as set forth in the
Land Law.
- The Royal Government sh ; efan' rﬁl alisation policy that would adversely
affect private properties of i -
- The Royal Government shall ucts or services of a QIP.
- The Cambodian Government s ase foreign currencies through

the banking system and to remiL.:‘aipﬁﬁg@}_ ese currencies for discharge of financial

» payment of royalli and management fees;

sz@uﬁﬁwamgmﬂlaa
s resehidl ’Rc&ﬁﬂ@mpﬁd BIAINYINY

Intellectual Property (IP) generally refers to the product of creativity and intellectual effort. IP
can be an invention or innovation, special names and images used in a trade, original

designs or expression of an idea.
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Cambodia has comprehensive laws for the protection of IP, which conform to all the major
international IP conventions. The framework is intended to encourage creativity and ensure

that creators receive the financial and other benefits of their innovations.

IP being territorial in nature would need registration in countries in which protection is
desired. The laws of the foreign country would apply if an application for IP rights is sought
in that country. To obtain protection outside Campadia, it is necessary to file separate
applications in the countries concerned. In order to-get protection in these countries you
may either file applications insthose_eountries directly or, for certain IP, through existing

international systems.

i

Cambodia’s key laws proteciing IP arefin full. compliance with the standards laid down in

Trade Related Aspects of Intellectual Proberty R:igf)}s KTRIPSH),

' Ly
The Intellectual Property Department atthe Mini'sfry‘ of Commerce investigates complaints
4 4 gt
against infringements and has extensive-powers of search and seizure.

o el

There are a number of options affording protection; depending on t;he item to be protected:
i) Marks and Trade Names '
i) Patents, Utility Model.Certificates and Industrial Designs

iii) Copyrightiand Related Rights

i) Marksrand/Trade Names

Marks. or logos that are capable “of*distinguishing goods" (trademark) or services
(service mark) may be registered as marks. Certain marks will be refused if they are
misleading or deceptive, or closely resemble existing marks. Marks can be one of
the most powerful marketing tools you have, as they help customers recognise your
business. Registering a mark allows you to protect the goods and services which

carry it, and gives you an IP asset to stop other people or organisations from
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copying them. A trade name is the name and/or designation identifying and

distinguishing an enterprise.

The owner of the mark has an exclusive right to use the mark on his/her goods or
services, and can take legal action against anyone using the mark without the

owner's consent. A mark can b

words, names, signatures, numerals,

devices, brands, labels, tick

combination of these.ﬁﬁa

importing goods beari

colors, aspect of packaging or any

a mark, including selling and

MOr using equipment for the

o

purpose of making ommits a criminal offence

in Cambodia.

the International ¢

- The official fee for t& reg

o ST, o
a”didﬁ’ﬁoﬁgﬁﬁﬁ“ﬁﬁgﬂm’m dIae

Patents
A patent is the title granted to protect an “invention”. An invention is the idea of an

inventor which permits in practice the solution to a specific problem in the field of

technology. An invention may relate to a product or a process.
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An invention is patentable if it is: i) new; ii) involves an inventive step; and iii) is
industrially applicable. There are a number of types of inventions that are not
patentable such as methods of doing business. Once registered, a patent may be
freely assigned or licensed. The right to a patent belongs to the inventor. However,
where an invention is made during the course of an employment contract, the right

to the patent shall belong to the employer, unless there is a contract to the contrary.

A patent is a monopoly rightever an inyentioa-given by the law to the patentee for a
maximum of 20 yearselt serves o encourage new inventions, as it allows the
patentee to benefit from the commeroi?l exploitation of the invention. In return, the
patentee provides full" disClosure of tihe’_invention so that the public may avail
themselves of the disglosure of the inforrﬁa.tion and benefit from such disclosures.
Utility Model Certificate d

A protectable utility model certificate is é‘féer_tificate granted for the protection of a
utility model, which is any inVéntfon whictés?ﬁew and industrially applicable, and

may be, or relate to, a product ora proceé‘s'f"ﬂ'fére iS_No inventive step as required

for a patent. [ = —

Application for a Patént or Utility Model Certificate
Application (fer regisiration 6f a ‘patent or, ulility ‘model ‘eertificate is made at the

Department of Industrial Property at the Ministry of Industry, Mines and Energy.

The fallowing is required for application as set out in parkas:

- Request for the grant of Patents and Ultility Model Certificates shall be made on
Form No. 1 P/UM.

- The request shall indicate each applicant's name, address, nationality and

residence and shall be signed by each applicant.
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- Where the applicant is the inventor, the request shall contain a statement to that
effect, and, where he is not, it shall indicate each inventor's name and address and
be accompanied by the statement justifying the applicant’s right to the Patents and
Utility Model Certificates.
- If the applicant is represented by an agent, the request shall so indicate and state
the agent’s name and address.
- The title of the invention shall be short and pregise.

-
Industrial Designs
A protectable industrial designsis any gl:omposition of lines or colours or any three-
dimensional form, or@any material; whejjgh?r or not associated with lines or colours.
This is provided that sdch Composi’.[i‘on, fgrm or material gives a special appearance
to a product of industry,or handicﬁ‘faft, ané ajbpea|s to and is judged by the eye.
Application for the Registration of&n /ndi-;é?ﬁa/ Design
Application for registration o'i‘"ian- industriéi;égsign is made at the Department of

Industrial Property.at the Ministry of Indust'rgffj'Wﬁés and Energy.

The following is re-cﬂjir‘ed for application as set out in parkés:
- Application for regi‘é-tration of an industrial design Coﬁtaining a request, drawing,
photographs.or Gthet-adequate \graphic representationsiofithe-article embodying the
industrial design and an indication of the kind of products for which the industrial
design isto be used shalhbermade; toithe:Department forgndustriehProperty.

- Requiest for the registration of an Industrial Design shall be made on'Form No. 1 ID
- The request shall indicate each applicant's name, address, nationality and
residence and shall be signed by each applicant.

- Where the applicant is the creator, the request shall contain a statement to that

effect, and, where he is not, it shall indicate each creator's name and address and
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be accompanied by the statement justifying the applicant’s right to the registration
of the industrial design.

- If the applicant is represented by an agent, the request shall so indicate and state
the agent’s name and address.

- A request by the applicant for deferral of publication of the industrial design or
designs included in the application shall be made in writing and shall indicate the

period of deferment requested.

iii) Copyright

Copyright protects werks like novels, Isoftware programs, plays, sheet music and
paintings. Generallysthe author of a éogyright work has the right to reproduce,
publish, perform, communicate ana:adébt' his work. These rights enable him or her

to control the commercial exploitéj[ion of t}weJWork.

il

. , . J i F
iv) Licenses and Licensing i Ydda

It is very difficult for a new bdsinéss to kn@%ﬁ;ﬁat licenses are required. There are,
indeed, over 75 licenses that'may apply to:éMES’in Camb_odia and these are issued
across a large number—ef—&msmes—'ﬁg—ﬂnaguLWMQh licenses apply to your
business, you ma.y‘visit the SME Sub-Committee’s SI\/IE"VI/,eb portal accessed from
www.mime.gov.kh where all the licenses issued to the SMEs in Cambodia should be
listed. This Website (hdasray tablewhich: setstout whe needs=each of the different

licenses together with samples of the application form and where to apply.

5. DISPUTE SETTLEMENT

The Law of Investment of 2003 stipulates the dispute settlement procedures in Article 20 as
follows:

- Except for land-related disputes, any dispute relating to a QIP concerning its right and

obligations set forth in the law shall be settled amicably as far as possible between the
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Council for the Development of Cambodia, the investors and any other party involved in the
dispute.
- If the parties fail to reach an amicable settlement within two months from the date of the
first written request to enter such consultations, the dispute shall be brought by either party
for:

+ conciliation before the Council which shall provide its opinion; or

« arbitration in or outside of Cambodia as agreed by both parties; or

+ trial by the tribunals of the'Kingdom of Camibedia:

V. PERFORMANCE REQUIREMENTS

1. LOCAL CONTENT :
Currently, there is no local content requirerr;entip Cambodia, or in other words, there is no
restriction on the use of important materials, parfﬁgaqnjd components unless they are harmful
to the health, environment or society.r Ij_éwever}f_éép;orters in Cambodia should take into
account the rules of origin requiremetits (ROO) foﬂh;__é:‘GSP including the EBA (Everything-

But-Arms Initiative) scheme for exports' o theﬁ"E:_U,gmarket. The EBA provides special

arrangements for least dev;'_eloped countries, including Cambodi__a.- Practically all products

(excepting arms and ammugition) covered by the EBA are gran‘féa duty free access to the

EU market if they fulfill the ROO requirements. "

Under the GSP, exparted products have tororiginate in thebeneficiary ‘€ountry. For products
manufactured with materials from other Countries, final-products can be considered as
originating inithe beneficiaryscountry ifithe materials have undergone: sufficient working or
processing. The requirements for ROO refer to the technical criteria, the added value or

other economic criteria.

Under the EBA, the ROO requires that at least 40% of the contents of exported products

have to originate in the country. One exception, however, is that under the special waivers,
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certain textile products from Cambodia are allowed to have cumulative origin with ASEAN
countries of the EU. The ROO lay down that all products have to be accompanied by a
certificate of origin Form A (issued by competent authorities in the country of export, namely
the Ministry of Commerce in Cambodia) or an invoice declaration in order to prove the origin
or the imported materials in the beneficiary country, and that they have to be shipped direct

to the countries of import.

For exports from Cambodia to the"USA-under the GSP;the ROO requirement is a minimum
35% and the qualifying member ceuntries| of ASEAN, “namely, Cambodia, Thailand,
Indonesia and the Philippines, are .reated as one country for the GSP rule-or-origin

requirements.

2. EMPLOYMENT ' a

- Article 17 to Article 18 of the “Lawjon Investment’,’ b
Investors in the Kingdom of Cambodia shall be fre@ﬁire Cambodian nationals and foreign

nationals of their choosing in compliance with fabor and immigration laws.

Investors shall be allowed to-hire foreign employees provided that:

- The qualification and expertise are not available in the Kingdom of Cambodia among the
Cambodian populaee. ¢n jthe jeventnof suchy hiring,rappropriatesdocumentation including
photocopies of the gmployeé’s passport,” certificate” and/or degree and curriculum vitae
shall be submitted.to.the.Council.for.the.Development.of' Cambodia.

- A letter asserting the reedfor hiring foreign“employees-shall be‘required. 4avestors shall
obtain approval and a permit from the Ministry of Labour.

- Before working for investors, the foreign employee shall obtain a permit for work in the

Kingdom of Cambodia, issued by the Ministry of Labour.

Investors shall perform the following obligations:
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- Provide adequate and consistent training to Cambodian staff.

- Promotion of Cambodian staff to senior positions will be made over time.

The Ministry of Labour has established a labour book and work permit mechanism and
employers are required to submit various documents needed to have the Ministry of Interior

issue long-term visas to foreign workers.

' ’ re no limitations on appointing foreign

workers to higher-level positions. 10% foreigners of an employers’

S Qﬁingﬁn a demonstration of need to

total workforce is enforced, with

import production equipment,

customs duty, unless Expo

materials for exported pr
iy
VI. FOREIGN EQUITY POLICIES

e HE ANENTHENT
v oo RAARININ HUAINY VAL

investor being a foreign investor, except in respect of ownership of land as set forth in the

Land Law. (Article 8, Law on Investment)

VII. INVESTMENT INCENTIVES
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1. CORPORATE INCOME TAX/INCOME TAX ALLOWANCE

* Incentives (Subject to New Amended Law on Investment - 2003)

Article 13: Incentives and privileges shall include the exemption, in whole or in part, of

custom duties and taxes. Incentives provided for in Article 13 shall include as follows:

i) A Qualified Investment Project (QIP) shall be eniitled to exemption from the tax on profit
imposed under the Law on Taxation by obtaining a=profit.tax exemption period. The tax
exemption period is composed of a«lrigger P"e;riod +3.years + Priority Period. The Priority
Period shall be determined under the Financial Management Law. The maximum Trigger

Period is to be the first year.of profit'or threell years after the QIP earns its first revenue,
whichever is sooner. . ;

i) The entitlement of a QIP under the‘paragr%phl 1 above shall be subject to the QIP
obtaining from the Council an annual ger_tificateto,f, Qpligation satisfaction before the State,

which shall be specified by the'Sub-Decree: -'.T-Jf.-_‘

i) A QIP shall be subject to a profit e Tate ‘after ltstéai exemption period as determined in
the Law on Taxation 7 e FEN S
iv) A QIP, which uses the eMﬂemenLundeLthe_paLagLaphJ_abeve shall not be entitled to
claim any special depreciéiion under the Law on Taxation. -

v) A domestically oriented QIP shall be entitled to import production equipment and
production input construction imaterials, rexempteof dutypswhichasshall~be specified by the
Sub-Decree.

vi) Export QIPs.other. than an Export QIP, which_ electstor.which has glected to use the
Customs Manufacturing ‘Bonded Warehouse mechanism! shall' be “entitled to import
production equipment, construction materials, raw materials, intermediate goods, and
production input accessories, exempt of duty, which shall be specified by the Sub-Decree.
vii) A “Supporting Industry” QIP shall be entitled to import production equipment,

construction materials, raw materials, intermediate goods and production input accessories,

exempt of duty, which shall be specified by the Sub-Decree.
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viii) A person which has acquired, or merged with, an investor, may on application to the
Council for the Development of Cambodia inherit all, and any, guarantees, rights, privileges
and obligations from the investor's QIP, subject to the merger or acquisition procedures
which shall be specified by the Sub-Decree.

ix) A QIP which is located in a designated SPZ or EPZ listed in a development priority list
issued by the Council shall be entitled to the same incentives and privileges as other QIPs
stipulated in this law.

x) A QIP shall be entitled to 100% exemption of export-tax; except for activities as stipulated
under laws that are in effect.

xi) A QIP is entitled to obtainWisassand work p(_larmits for the employment in the Kingdom of
foreign citizens as managers, technigians and‘_skJi_IIed workers, and residency visas for the
spouses and dependants ofsthose foreign nati:;n.als as authorised by the Council for the

Development of Cambodia and'in compliénce with ihe Immigration and Labor Laws.

2. EXEMPTION FROM OR REDUCTION:OF TA)EéS_ON IMPORTED CAPITAL GOODS

» Exemption for Production Equipmentand Constru@éﬁ.’Materials-Domestic QIP

In accordance with Article 14.5 of the Law on;,-"/ni/.estment, production equipment and
construction materials imperted by a domestic QIP are exempt-from Customs Duty. In the
case where a QIP has a eapability to directly export any poftion of its manufactured
products or has supplied for export, the quantity of production inputs that were taxed at the
time of import, andrlater used tovproduce] goads=that rare directly .or indirectly, exported

shall be entitled to duty exemption after a review of the quarterly report.

» Customs “Duty" Exemptions| for ¢Production Equipment,. Caonstruction Materials, and
Production Inputs-Export QIP

In accordance with Article 14.6 of the Law on Investment, production equipment,
construction materials and production inputs imported by the Export QIP are exempt from
Customs Duty. However, for the Export QIP which operates under the custom bonded

warehouse mechanism, the customs duty exemption shall be in compliance with the
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Customs laws and regulations in force applicable to the mechanism. The processed
Production Inputs that have not been exported shall be subject to the payment of customs

duties and taxes applicable at the time of import after review of the quarterly report.

» Customs Duty Exemptions for Production Equipment, Construction Materials, and
Production Inputs—Supporting Industry QIP

In accordance with Article 14.7 of the Law onsinvestment, production equipment,
construction materials and production inputs imperied by .a Supporting Industry QIP are
exempt from Customs Duty. However;in the Cése where.the Supporting Industry QIP failed
to supply 100% of its manufagitiredsproducts to the export industry or directly export its
products, then the QIP shall pay the customs (;luties and taxes en Production Inputs for the

quantity that has not been suppliedito the éxporf i’r'.1dustry or directly exported after review of

the quarterly report. J 4

.
- s

* Procedures for Customs Duty-Exemption F/N

The Council must: § i g2

i) Establish an inter-institution mechanism Compril'gihg;;members from the Council, and the

Ministry of Economy and.Finance to review the grant of incentives:on the import and use of

Production Equipment, Construction Materials and Production Inputs by a QIP for each
investment purpose.
i) Prepare a detailedr Guideline,on jorocedures for a,QIR to.be.entitled to Customs Duty

exemption.

* Transfer or Sale 'of Production Equipment, Construction Materials, and Rroduction Inputs
If any production equipment, construction materials, or production inputs in respect of
which Customs Duty taxes were exempted on their importation are sold or used in a way

unrelated to the QIP purpose, the investor shall immediately:
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i) Pay Customs Duty taxes within 28 (twenty eight) working days in the amount calculated
under the Customs Law and Regulations in force if the transfer or sale is done with a prior
authorisation from the Council.

i) Pay Customs Duty, taxes, and penalties within 28 (twenty eight) working days in the
amount calculated under the Customs Law and Regulations in force if the transfer or sale is
done without prior authorisation from the Cou

iii) Be subject to a temporary suspe@jjl/ risation, and an examination of the
Customs Duty exemption apph m|t‘ti

-

Law on Investment, including
other Customs penalties in 1 payment of Customs Duty,
Taxes, penalties as definedi 16.5. An Investor or his/her
representative may apply i the transfer or sale by a
QIP of Production Equipm ction Inputs which were
imported with Customs Duty e used in a QIP.
3. LIST OF INVESTMENT SECTORS TOWHICHANCENTIVES SHALL APPLY

i) Crop Production

- Vegetables greater than 5@6?.
ii) Livestock Production

-uvestookmoremﬂumwﬂmwmm

- Dairy farming more than 100 heads

e | ﬁ@ﬂ“’im UAIANYAY
iii) Fisheries

- Hatcheries more than 2 ha.

- Shrimp farming and other aqua-culture production greater than 10 ha.

iv) Manufacture and Processing of Food & Related Products

* Investment Capital greater than 500,000 USD
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- Beverages

- Fats & oils

- Sugar confectionery
- Meat products

- Dairy products

- Preserved fruits and vegetable

- Grain mill products
- Bakery products
- Animal feed produc

v) Manufacture of Textile Mi

* Investment Capital great
- Weaving mill cotton
- Narrow fabric mills
- Floor covering mills
- Knitting mills

vi) Manufacture of Apparel and Other = ';.' ent Capital greater than 500,000 USD

vii) Manufacture of Furniture & Fi

+ Investment Capital gre .(,?. than 500,000 RY |
- Household furniturﬂ [ﬂ
d

- Office furniture

pﬂsﬁm@ﬁ UNSNYINS

viii) Manufacture of Paper & Allied Produots
RN IR TN AN Y
- Treefplantations for paper and pulp mills
- Paper production
- Paperboard mills
- Paperboard containers

ix) Manufacture of Chemicals & Allied Products



* Investment Capital greater than 500,000 USD
- All types of chemicals including agricultural chemicals
- Plastics and other synthetics
- Drugs
- Cleaning products

- Paint & allied products

x) Manufacture of Rubber & Miscell
* Investment Capital greater tha
xi) Manufacture of Leather & ©
* Investment Capital greate

xii) Manufacture of Fabricate

» Automobiles and spare parts
+ Aircraft and spare parts
+ Constructions and mea l,’* ater transpot E"‘
* Equipments and means o@il transpc

* Bicycles and motorcycles

xv) Highway and Brﬁ ‘Hrﬂ qofw ﬂﬂiw ﬁ]']ﬂ'ﬁ

xvi) Exploitation of Mmarals Ores, Coal, O|| and Natural Gas

P QA GOAREI BN 171818 8

* Investment Capital greater Than
xviii) Production of Consumption Goods
xix) Hotel Construction

 Three stars classification or higher

119
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xx) Medical Complex of International Standard, Educational Facilities of International
Standard, Vocational Training Centers.
xxi) Physical Infrastructure Facilities to support the Tourism and Cultural Sectors.

xxii) Production and Exploitation Activities to protect the Environment.

4. LIST OF INVESTMENT SECTORS TO WHICH INCENTIVES SHALL NOT APPLY

i) All Types of Trading Activities

ii) All Forms of Transportation Serviees

iii) Duty-free Shops

iv) Restaurant, Karaoke, Bais*and.Massage Rarlors; outside the premises of international

1
standard hotels ’

.

v) Shopping Mall

_—

vi) News and Media-related Aciivities (Radio; TV,‘;-N‘e'-wspapers)

vii) Retail and Wholesale

viii) Professional Services "TJ{-.

Note: the above list is subject to cha’ngé when the_—nljéﬂw sub-decree of the new Amended
Law on Investment takes.place-and-is ratify. A//;'fh'é";ébove investment sectors would be

applicable to recieve incentives-ana-pe-treated-the-same:

5. OTHER INCENTIVES

VAT Refund

An investment enterprise approved by'the CDC is'eligible=for a refund of VAT paid on the
import of materials before the enterprise begins operatiéh«in Cambodia. 'Under the special
registration procedure available to dnvestment enterprises, ithe linvestment lenterprise can
only remain registered for 2 years as a VAT investment enterprise and must repay all VAT
refunds received within that period if taxable supplies (sales) have not been made by the
expiration of that period. During this 2-year VAT refund period, the investment enterprise
can only reclaim input tax that is attributable to the intended taxable supplies to be

produced by that enterprise. The refund eligibility automatically expires when the enterprise



121

makes its first VAT sale. Investment enterprises that will make only non-taxable supplies are

not eligible for this type of VAT refund.

VIIl. PROMOTED AREAS/SECTORS FOR FOREIGN INVESTMENT

1. PRIORITY/PROMOTED SECTORS
Sectors in which investment is stron
- Agriculture and agro-industry

- Transport and telecommunicati ructure

- Energy and electricity secto
- Labor-intensive industries a 4 essin anufacturing
- Tourism-related industriesr
- Human resource developmen
- Mining 7
Source: The Sub-decree No.1 & ept ber 2005 on the Implementation
of the Law on the Amendment 1 ent of the Kingdom of Cambodia.

Negative List (Article 6.1)

- - —

2. EXPORTED PRODUC, -
- Garments, rubber, other aﬂcultural commodities, and footwem

5. PROSPECTIVE ﬂo‘Nc&VJ N ﬂ NINYINT

- Rubber-based prod cts.

ARAINTUURIINYIA Y

4. RESTRICTIONS

Investment Activities Prohibited by the Relevant Law and Sub-Decrees:

- Production/processing of psychotropic substances and narcotic substances.
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- Production of poisonous chemicals, agriculture pesticide/insecticide and other goods by
using chemical substances, prohibited by international regulations or the World Health
Organization, that affects the public health and environment.

- Processing and production of electricity power by using any waste imported from a foreign
country.

- Forestry exploitation business prohibited by Forestry Law.

Source: The Sub-decree No.111T ANK/BK date 27 September 2005 on the Implementation
of the Law on the Amendmentsto the-Law on Investment of the Kingdom of Cambodia.

Negative List (Article 6.1)

IX. TAXATION =
* Article 14 of the Law on Investment: General Pr'fpclples

14.1 Liability for taxes: Invesiors are liab’i? to, and must comply with the provisions
of the Financial Management Law, the L_éw on ";T'g-r‘)gat/on, and the Law on Investment and
related regulations. S _“

14.2 Natural resources: The-tax-rate of theﬁak!,en Profit, which is profit derived from

a contract sharing of oil-and natural gas exploitation or from.natural resources related

activities including, but notimited to, timber, ores, golds and. 6recious stones, shall be
determined in accordance with Article 20.2 of the Law on Amendment to Law on Taxation.

14.3 Limitations#A full or partiak exemption=from taxes,and-customs duties shall only
apply to the payment.of any'liability for theTax on"Profits and the ' payment of Customs Duty
as provided.in this Sub-Decree. These exemptions do_notinclude the following:

(a) Tax on'salarylandwithholdingtaxtas statedlinfArticles-256 (New) and 26 (New) of
the Law on Taxation, and Additional Profit Tax on the distribution of dividend, and

(b) Value Added Tax, specific tax on certain merchandise and services, duties and

taxes to be paid at the time of import, and any other taxes as specified in the laws in force.

* Article 15 of the Law on Investment: Tax on Profit
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15.1 Period of exemption from the Tax on Profit: In accordance with Article 14.1 of the Law
on Investment, the profit tax exemption period, which is the Trigger Period plus the 3-year
Period plus the Priority Period, shall be determined in accordance with this Article.

15.2 Trigger Period: For Article 14.1 of the Law on Investment, the trigger period of the profit
tax exemption period is the period commencing on the issuance of the Final Registration
Certificate and ending on the last day of the taxation year immediately preceding the earlier

of:

(a) if the QIP derives a profit, the taxation year that the-profitis first derived; and

(b) if the QIP derives income-frem the.dnvestment Activity in‘respect of the sale of goods or
services, the third taxation year afier the taxati{)n year in which the income is first derived.
For the purpose of this Sub-Articlefand Arti__ole 141 of the Law on Investment, profit refers to
the taxable profit calculated ander the prévJsior;s.of the Law on Taxation regardless of the
provisions of carry forward of |gSses undé.r Articlé 17 ofthe Law on Taxation.

15.3 Three Years: This immediatelyr‘commen_‘c_és “from the taxation year immediately
following the Trigger Period and the 2 imrﬁ‘ediate éf_)%_‘quding years.

15.4 Priority Period: The Priority Peri-éd determine&&%‘der the Financial Management Law

o

commences immediately-after the third ’taxation"yé-é*r_ of the three-year period provided

under Sub-Article 15.3 |~
15.5 Prepayment of the Tax on Profit for QIPs registered after tﬁe promulgation of Law on
the Amendment to Law on /f;vestment: The prepayment of the 'I"ax on Profit does not apply
to a QIP granted ansexemption from the Tax on Profitias provided'in Article 14.1 of the Law
on Investment.

15.6 Prepayment ofthe T ax on'Profit for QIPs approved befare the promulgation of Law on
the Amendment to the Law on Investment. A QIP which is subject to Article 24 (2) (New) of
the Law on Investment shall make monthly prepayments of Tax on Profit at the rate of 1% of
turnover inclusive of all taxes, except Value Added Tax derived in the previous month, in

accordance with Article 28 (New) of the Law on Taxation. The QIP’s turnover realised

during the exemption period determined by the Law on the Amendment to the Law on
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Investment of the Kingdom of Cambodia shall be exempt from prepayment of the Tax on
Profit.
15.7 In accordance with Article 24 New of the Law on Taxation, a QIP shall not be subject

to the minimum tax.

1. CORPORATE TAX
* Corporate Income Tax: Corporate Income Tax is 20%.

* Tax on Profit 2

A profit tax is levied on allbusinesses and is caleulated on the basis of either actual
profit or estimated profit, depending: on thlela tax regime applicable to the taxpayer.
Companies are all classified undepthe real reg|!'me of taxation and are subject to a flat profit
tax rate of 30% (for natural resourge expld.i-t‘atio-rl):'éo%, 9% or 0%. The standard corporate
rate is 20%. A 9% rate may be awarded to certai'ln investments promoted by the Cambodian
Investment Board. The Investment Board.may alls'-;i;gn@nt a tax holiday to certain projects for
a maximum of 8 years, thus reduging the invesfé;ﬁ-s!effective profit tax rate to 0% for that

period. The following are the applicab'i'é profit tax ra;ﬁ?s{és of January 1999:

A J-ay
ol [t -

£ ProfitRealised-From————— e, Rate

Activities of business enter-ﬁ)‘fises - 20%
Oil or natural gas production sharing contracts or exploitation of natlral resources 30%
Activities of business-enterprises granted profititax investment incentives by the CDC 9%
Activities of business enterprises granted tax-holiday 'ty the GBC 0%

(the tax holiday cannot be for more than 8 years)

Activities of 'sgle proprietorships, based ab graduated scale 0-20%

Gross premiums for insurance companies insuring Cambodian risk 5%

Cambodian residents are taxable on worldwide income/profits, while non-residents are
taxable only on Cambodian-sourced income/profits. Residents earning foreign-sources

income/profits are entitled to receive credits for foreign taxes incurred. Cambodian
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residents include companies that are “organised and managed” in Cambodia or that have

their “principal place of business” in Cambodia.

2. VALUE ADDED/SALES TAX
There are 2 rates of VAT:

- 0%: applies only to goods e

XRO Cambodia and services “consumed”
outside Cambodia, and @ 1 /’
- 10%: this standard rate% axajle v&e goods or services.
- Te——

—

All corporations, importers, investn ises must register for VAT at

the time of commencing b ter if their taxable turnover
for goods exceeds 125 ) or taxable turnover for
services exceeds 60 milli i . - 0) for the preceding 3

consecutive months. At the ti ' 'tment will issue a certificate of

Investment enterprises approved 7 oply for VAT registration prior to making
s s ¢
taxable supplies. This allows the entef‘pﬁs&i@ cla >fund of the VAT it has been charged

- Public postal service U

- Medical and dental services %nd goods sold incitlj‘e.zptal to those services
F-™

ree RN T

- Insurance services 1|

- Primary f'"aoﬁfmoﬂ |@e‘t§agaru:ege mlﬁfﬂﬂjsnﬂ ’] ﬁﬁl

- Imported arq:Ies uties

- Non-profit activities on the public interest that have been recognised as such by the

Ministry of Economy and Finance.

3. WITHHOLDING TAX
No withholding tax on dividend.
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* Local Payments
Withholding taxes from local transactions made by a resident enterprise or a resident
individual (when the payment by such individual is made in the course of carrying on a
business in Cambodia) to a resident person include:

- 15% on payment made to individuals for services provided (management,
consulting, etc)

- 15% on payment of royalties for intangibles,0ily gas, minerals and interest (except
interest paid to domestic banks orsavings inst_i}utions)

- 10% on payment for rental’of movable or immovable property

- 5% on interest paid.ay local bank to relsident individual with nonfixed term account.
No withholding is levied on payments o tax exelmet entities such as charitable associations.
* Foreign Payments J ‘
A flat rate of 15% must be withhgld ffom any pairp.ep_t of Cambodia source income to non-
residents, whether overseas or within ,C_)gmbodfe_a,{.-for payments to entities that are not
registered in Cambodia, i.e. the entity-is not “cafry_:iﬁfjr‘on a business” or does not have a

permanent establishment in Cambodia;the 15% vxiijf};i'halding requirement is applicable.

This withholding tax does-ri_ét apply.to dividends, which-are taxeo[;separately.

4. PERSONAL INCOME TAX

* Tax on Profit

Resident individuals are«taxed at progressive| rates up [to a ceilingrof 20%. In terms of
individuals, a non-Cambodian national willtbe considered.a resident by having a “domicile”
or making his orihen ‘fprincipal |place, of aboade” in |Cambodia; lor by, beihg present in
Cambodia for'more than 182 days in a calendar year.

The following are the applicable salary tax rates:

Monthly salary | Riel (3800 Riel=US$1) Rate
500,000 ($132) — 1,250,000 ($329) 5%
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1,250,001 ($329) - 8,500,000 Riel ($2,237) 10%

8,500,001 ($2,237) — 12,500,000 ($3,289) 15%

Above 12,500,000 ($3,289) 20%

Cambodian residents are taxable on both Cambodian source salary and foreign source

salary. Non-residents are taxable only on Cambodian source salary. Except for fringe

vﬁ/) employees must withhold 15% of the

benefits, which are based taxed at the ra

Commission for the Evaluation c 3 & Of every year.

M 43 o b /(1111
TTRRIANINARINYINY

6. REAL PROPERTY GAINS TAX
A 4% registration tax is levied on the registration of ownership of real property or other
immovable assets, either as a result of direct transfer or a contribution of share capital to an

enterprise.
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7. ESTATE DUTY

All real estate companies are subject to pay estate duty as set by the Ministry of Economy

and Finance, through its prakas (ministerial decree) and sub-decree.

ents and, perhaps more importantly for
’%ge illumination and the language

=

8. FISCAL STAMP TAX

Fiscal Stamp Tax is paid on certain official

foreign investors, certain advertisin

used (foreign or Cambodian).

N

9. IMPORT DUTY

specifically exempted from impart datie &y‘g '-n‘.- 3 n authorities including:
- Goods temporarily imported into/Ca :EO I:,
- Articles for personal use +?""J""

o e, |
- Goods exempted from duties by intefhational ree

- Humanitarian aid and some donations -"‘"-”*’ By

- Goods related to international relation S
- Goods imported for a o-’r 0
;gs vary from 0% to 35%.
For further i ﬁ

General De@ﬂzﬁl Sﬂeﬂ ?Lg mﬂo;ln ‘j

# 6, Norodom Blvd, Phnom Penh, Gambodia

Fa@mzmﬂ‘im {%1Aanenay

E- ma|l customs@camnet.com.kh

Import duties are set by the nual Custom Tariff Schedules R

Website : http.//www.customs.gov.kh

10. OTHER TAXES

e Turnover Tax
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Since 1 January 1999, the turnover tax has been levied at the flat rate of 2%. Until 31
December 1998, the turnover tax applied to all persons or entities (whether local or foreign,
company or individual) deriving revenue in Cambodia. With the introduction of VAT on 1
January 1999, the turnover tax is no longer applied to real regime (large and/or

incorporated) taxpayers.

* Patent Tax (Business Registration Tax)
All business enterprises must register annuall;_/.'with in€e lax-authorities and pay a patent tax
of US$300 per year. Business registration muét be made within 15 days of the company’s
registration as a legal entity and'by 31 March o]: the applicable ensuing fiscal year.
The patent tax rates for the jgradesand industrjl'al sector vary between 15,000 Riels and a
maximum of 0.1% of turnoverfor Compani'é‘s Wi-fl_{:more than 100 million Riels turnover. The
rates for service sector vary betwesn 15,000 Riei}; and a maximum of 0.25% of turnover for
companies having in excess of 40 million Riels tu"-r}lpvgr.

sl ;;..r.-'.. !
* Registration Tax (or Transfer Tax) i ,' 25
Certain documents relating to the establishment, dissoltition or merger of a business or the

transfer of title in certain assels (such as land vehicles) are sub)ect to registration tax. The

tax is generally levied at 4%-of the transfer value.

» Tax on Means of Transportation
The tax imposes al number.of statutory.fees onfthe registration of €ertain transportation

vehicles, including trucks, buses, motor vehicles and ships.

» The 1999 Finance Law
The 1999 Finance Law specifies taxes levied on the distribution of certain petroleum,

cigarette and alcohol products.

* Specific Tax on Certain Merchandise and Services
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Rates vary from 2%, 10%, 20% or 30%, depending on the item of merchandise and

services.

X. FINANCIAL REGULATIONS

1. BORROWING REGULATIONS

An investment enterprise cannot borrow more than 3 times its equity with limited exceptions.

2. FOREIGN EXCHANGE REGULATIONS

According to The Law on Foreign.Exchange dated 22 August 1997, as well as the
regulations issued by the NationalsBank 'of dambodia, foreign currencies can be freely
purchased through the banking system:"TheLL’évv specifically states that there are no
restrictions on foreign exchange operations,: spe}iﬂ@ally including the purchase and sale of
foreign exchange, and transfers and all other ty:pelsl_of international settlements. However,
the Law requires that authorised intérrﬁédiaries;f";é_r‘][y perform these transactions. These
intermediaries are legally recognised ibanks in Céml;q@dia, which are required to report to

the National Bank of Cambodia transactions in exce—és>_'9f_US$10,000.

3. REPATRIATION OF CAi;I'_I'AL/PROFITS
The repatriation of funds @verseas shall comply with the Royal Decree regarding the
management of Foreign Exchange No. Chs/RKM/0897/03 dated 22 August 1997 and all
provisions set and announced.by theNational Bank of Cambodia. Theirepatriation includes:

- Payment for imports and overseas transfer of thesprincipal and interest on loans

- Paymentiof royalties and management service fees

- Remittance of profit after payment of all financial obligations, taxes, and related
expenses

- Remittance of investment capital overseas according to the company’s installment
payment plan

- Money appropriately saved or remaining after salary expenditures.
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Xl. APPROVAL FOR THE EMPLOYMENT OF FOREIGN WORKERS

1. CONDITIONS FOR THE APPROVAL OF FOREIGN EMPLOYEES (MANAGERIAL,
SUPERVISOR, UNSKILLED)

The 1997 Labor Law sets out the following regulations for foreign employees:

’ rmit and an employment card issued
& must also meet the following

- No foreigner can work unless he pos

by the Ministry in charge of Lz
conditions: —

- have a legal work W

* have legally entered
* possess a valid pass
* possess a valid r
* be fit for their job eases. These conditions must be
determined by a Prakas (Mini f Health with the approval of

the Ministry in charge of Labour.

- The work permit is vali : nay be extended’as long as the validity of
extension does not exceed'the fi i permit of the person in question

(Article 261).

e sy Ch%uﬂ?l NEAVINELNT e wiens

ama IRSEINTATE e
- The maX|mum percentage of foreigners who can be employed in each of the enterprises
shall be determined by a Prakas of the Minister in charge of Labour based on each of the
categories of personnel as follows (Article 264):

« Office personnel

* Specialised personnel
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» Non-specialised personnel

2. WORK PERMIT PROCESSING AND REQUIREMENTS (MANAGERIAL, SUPERVISOR,
UNSKILLED)

T ——
A Qualified Investment Project [ itle Ws and work permits for the
employment in the Kingdo itiz D\W technicians and skilled
workers, and residency visa [ those foreign nationals as

authorised by the Council for ment . nd in compliance with the

Investors in the Kingdom of Camb nall b ’,, i bodian nationals and foreign

nationals of their choosing in compliahce with the e immigration laws.

|| i

- The qualification and exp;se are not available In the Kingdom of Cambodia among the
| | ‘o s | o

Cambodian popul uﬂ ?ﬂﬂmmj;ﬂ ttjtjmentatlon including

photocopies of the ‘employee’s passport, certificate an gdeL and a curriculum vitae

shall be su |tﬁg.£eao€n ¢ . — o/

- Investors a e li a‘im ;!Ivm 212;111 ﬂl@tﬂ training to

Cambodian staff;

- Promotion of Cambodian staff to senior positions will be made over time.
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Foreign employees shall be allowed to remit abroad their wages and salaries earned in the
Kingdom, after payment of appropriate tax, in foreign currencies obtained through the

banking system.

XII. LAND AND BUILDING OWNERSHIP -

1. REGULATIONS ON ACQUIS AND @INGS

Ownership of land by investor urpose of earrying on a QIP shall be vested in

natural persons holding Cam i i \. Entities.

Use of land shall be permit

Ce: sions, unlimited long-term

leases and limited short-term lease ‘ \ \\ ompliance with the provisions
of the Land Law. \

Investors shall have the right t security and transfer the real and

. : -!
personal property S|tuate_d upo he . .1-1:'

h the QIP uses, for a period no

r land lease agreement

longer than the period determined.in.a land concession contraet
g p mined In a lanc conces X ‘
Investors cannot trﬁqu E]edgj ﬂ Wﬁw(ﬂﬁﬂ ?lch has not been in

operation.

2 restadotd | ANNIUNAINYIAY

Foreign ownershlp of land is illegal. Non-Cambodian legal entities are expressly prohibited

as permitted by Law.

from land ownership under Article 44 of the 71993 Constitution and Article 16 of the 7994

Investment Law
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However, a foreign investor may secure control over land through a longterm lease. Foreign
individuals and legal entities may lease land for up to 99 years, according to the Investment
Law and current practice. The Investment Law would also permit foreign ownership of

buildings located on land lease by the foreign entity for 70 years.

Xl INVESTMENT PROMOTION

Council for the Development o
Cambodian Investment Board
Government Place, Sisowath Quay,
Phnom Penh
Cambodia

Tel : (855) 23 981 154
Fax : (855) 23 428 426
E-Mail : CDC.CIB@online.com.k

Website : www.cambodiaihvestment.gov.kh

] |
AULINENINYINS
AN TUNN NN Y
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LAO

|. RELEVANT INVESTMENT LEGISLATION

1. INVESTMENT ACT
Law on the Promotion of Foreign Investment (No. 11/NA dated 22 October 2004)

’}///ao PDR in 2009. The date of entry

(A new investment law was pro

into force is to be determi

The Law on the Pr @ determines the principles,

regulations and mea(r > wecﬁon and management of

- 100% foreign-o

Apart from these, @eign upmepresentative offices and

establish branches >irk Ii:io PDR (branc&gs are limited to banks or financial

institutions, %%ﬁo@aﬁsﬂt%@%ﬂﬂgﬂ%nd foreign airlines).
ACTRINIMABIANENAY

The terms of foreign investment are based on the characteristics and size of the
enterprise or projects and can be up to 50 years. This can be extended for 25 more
years subject to Government approval. The investment term of a foreign enterprise

shall be for a maximum of 75 years.
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2. COMPANIES ACT
- Enterprise Law (No. 11/NA, dated 9 November 2005)

Forms of Domestic Investment and Term of Investment
Investment forms and terms of domestic enterprises shall be implemented in accordance

with Part Il of Enterprise Law Number 11/NA, dated 9 November 2005.

II. INVESTMENT APPLICATIONS

1. AGENCIES INVOLVED IN ADMINISTERING INVESTMENT APPLICATIONS AND THE
GRANTING OF INCENTIVES

The Government of Lao PDR established the Committee for Promotion and Management of
Investment (CPMI) at the central anddogal Ievelska.s follows:

* CPMI at central level. Minister of Planning anJ_InVestment (MP1) is the chair of the CPMI
by virtue of his position. There isialso an Irivestméh'f Promotion Department (IPD) acting as a

s T
Permanent Office with One-Stop-Service [jhit (OSU?‘;;J',

o

J o -

Investment Promotion Department (IPD) (the former PermanentfOffice of Department for
promotion and managerﬁéﬁt of Domestic and Foreign Inves'tmrent (DDFI), is a central
government agency under thre supervision of the CPMI, which is under the umbrella of the
Ministry of Planning and Investment (MPI). IPDgis empowered to appraise investment
applications, and report ta the CPMI on the investment approvals. IPD is also responsible
for the monitoring of investment projects ligensed by CPMI, as well as providing incentives

for both domestic and|foreign investment.

« CPMI at local level: the provincial governor or the mayor of Vientiane Capital city is the
chair of the CPMI by virtue of his position, which utilises the Provincial Department for
Planning and Investment as permanent offices with the One-Stop-Service Unit (OSU), which

is located in the Investment Unit of the Department for Planning and Investment.(Roles and
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functions of CPMI at each level are provided for in Articles 43, 44 of Decree on Domestic
Investment Number 300/PM and in articles 52, 53 Decree on Foreign Investment Number
301/PM)

Diagram of the Organisational Structure of the Committee for

Promotion and Management on Investment (CPMI)

2. CONDITIONS INCLUDI "OR THE PROCESSING OF
APPLICATIONS e 2

* Investment Application and Appro@mdm
i) Investment Application @ms obtainable

levels of CPMI) should

have the following attach

- Business plan E

- Joint venture reem!nqln case there arésmore than two shareholders)
&i

b B bl Ok bdshed n e Lao PR

- Certified documents for corporate income tax, paid for the gpast three years

avosatvey {aceRieTen idebspd Wil | £ 6 £

- Otheﬁ certified documents of the investors:

- Draft Articl

* biographic information
* copy of passport

« ID card and criminal record number 3 (in the case of domestic investors)
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- 6 copies of 3 X 4cm recent photos of the General Manager or the company’s
representative in the Lao PDR.

Investors must file 7 copies of the above mentioned documents.

ii) Submission of Investment Applications
Applications for foreign investment in the Lao PDR shall go through the one stop service unit
of the Committee for Promotion and Management of lavestment (“CPMI”).

7
For investment projects based on.the activities listed under investment type 1 (Annex 3 of
Decree Number 300/PM and RecregsNumber 3|O1/PM) with aninvestment value of less than
US$3,000,000- (or below US$6,000,000 for fou]f provmces Vientiane Capital, Savannakhet,
Champasak and Luang Prabang), mvestment agphca’uons can be submitted to CPMI at the
local or central level. For investment-"activitiés other than under investment type 1,
applications must be submitted to the C}_.PMZI at thg}geqtral level only.

P : vl
iii) Examination of a Foreign Investmerit A'Qp/icatioﬁ: 2

Upon receipt of a complete application in accordanee with Article 19 of the Foreign

Investment Promotion La—W_%\lo. 11/NA, the CPMI shall coordinaté with the relevant sectors

and local authorities WheFé"-necessary to examine and to respd—ﬁ_a in writing to the foreign

investor pursuant to the following timeframes:

- 15 working ndays | for, projectss whiehp fally under=the: list of promoted
activities/promoted sgctors.

- 25 working. days for_projects, which fall under the list of open_activities with
conditions/promoted sectors with 'some-restrictions.

- 45 working days for projects which involve the grant of a concession, large scale

projects or projects related to natural resource.

Foreign investors who are qualified will obtain a foreign investment licence, an enterprise

registration certificate and a tax registration certificate at the same time from the CPMI at the
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place where the foreign investors are licensed; thereafter they will be considered as

enterprises established in conformity with the laws of Lao PDR.

iv) Location for Submitting Investment Applications

- Local level

No.

2. Department for Planning al imeua | ay ouDlstrd and Province Tel :
Investment in Se;?/'laboury 074-211445, 21 17%Fax 1 074-21 1041& 1262

3. Departrﬁent for Planning and Phonsavang Village Pek District, Xieng Khuang Province
Investment in Xieng Khuang Tel : 061-312023 Fax : 061-312133

4. Department for Planning and Muangkeo Village Houaysai District, Bokeo Province Tel/

Investment in Bokeo Fax: 084-211490




140

5. Department for Planning and Phoufa Village Phongsaly District and Province Tel : 088-
Investment in Phongsaly 210846 Fax : 088-210713
6. Department for Planning and Phanxay Village, Phathy Rd Samneua District Houa Phanh
Investment in Houa Phanh Province Tel : 064-312065 Fax : 064-312140
7. Department for Planning and Fongkham Village Luang Prabang District and Province
Investment in Luang Prabang Tel 1 071:242331,Fax : 071-212781
8. Department for Planning and Saysorllpoun Village Luang Namtha District and Province
Investment in Luang Namtha Jel : 086-312165 Faxi086-211741
9. Department for Planning eﬁd/’ Phoukh%o Village Xay District, Oudomxay Province Tel :
Investment in Oudomxay P 081-312036 Fax : 081-312347
J — e
10. | Department for Planning anq.-"' Nabo Vill%geﬂil'hakhek District Khammouane Province Tel :
Investment in Khammouafie 051-212288 Fax : 051212289
b -'_.l'ill L
. . "_-1"
11. | Department for Planning and J Ch‘émpasd'k'fff‘go:vincial Office Tel/- Fax: 031-212541
f|ee 77l
Investment in Champasak — —
TR
- e o e :
12. | Department for Planniri_g and Phonsavang Tai Village Kayst’Snr__e Phomvihane District
Investment in Savanna;lg‘k'.\et Savannakhet Province Tel : _CEJ-‘—212163, 215042 Email :
I Savacms2@laotel.com [
13. | Department for Planning and Saravane Provincial Office Tel : 034-2114477 Fax : 034-
Investment in Saravane 211028
14. | Department for Planning and Mai'Houa Meuang Village Lamam Distpict; Xekong
Investment in Xekong Praovince Tel: 038-211015/Fax  038-241015
15. | Department for Planning and Phonsavang Village Samakhixay District, Attapeu Province
Investment in Attapeu Tel : 036-211120 Fax : 036-211019
16. | Department for Planning and Anousone Village Paksane District Borikhamxay Province

Investment in Borikhamxay

Tel : 054-212204 Fax : 054-212204
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3. PROCEDURES FOR INVESTMENT APPLICATIONS

Procedures for Investment Applications at Central Level

o Investor
* * Investment Approval Procedures
0su Based On OSU Mechanism
Step 1 —.' Examine document's correctness {Prﬂmoted ACtIVltlES]

I

Appraise and present fo the Presideniice-
President of CPI for considesation

15 business days

i es
Step 2
‘ Issues Licensa

2 business working days

CEMI meeting considers

osu A ‘ A
L—— Copmarrial sector ssues Financial sector issues
Ir:;a::;int Eniefprise Regisiration . Bt Tax Registration
Step 3 ) ' —
Anvestment Approval Procedures
‘ based on OSU mechanism
vests ; — = (Activities Opened with
— nvestar i b .
et sl some Restrictions)
osu o < -
Siep 1 examines deculient’'s comeciness ot | o
.i _.' and issues Flotericquestingion sl ss warking 2y
] g comments fram goncemned sectors 7
: f‘ - —= Min'=trie="Related sectors
JE * 2 business working days
: -
§ IPD appraises and prepares to present to Ministry of Public Security
S:T 2 3 present to TP niSkting
: N # Vientiane CapitalRelated provinces

u

L ]

(%)
A
yos

Issues License

2 Business Working Days
—“. * -
osu b [ ) [}
- Commercial sector issues ’ Financial sector issues
Invesiment Enterprise Registration Tax Registration

e
1]
=]
e

Licenss
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Investment Approval
Procedures (Projects Related
to Concession)

Imvestor o
* a5y + - 15 business working days
Examine gocument's COTeciness i
| :
* 2 tundras wns g dus :
D appralees and prepares fo of Public Security
5‘ prasent at CPMI mesling i
: ¥ L
E CFP#ll mesting conslders and | T ——
/R SN = "*-
!

4. REGISTRATION

RS U3 FEI PINEIAD T e i

registration for mvestors as follows:

AT UM TN Y

- Ente?prlse Registration

- Domestic Tax Registration3
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In addition to the registration requirements above, and before commencing business
operations, the investment enterprises must obtain other necessary operating licenses for
their business operations, which are divided into three categories as follows:

- Category 1 - investment activities of a consulting or trading nature: must obtain
approval to use company seals.

- Category 2 - investment activities without construction of new building or factory:
must obtain approval to use company seals and .operating license from the concerned
sectors. 2

- Category 3 - investmentactivities involving construetion of new building or factory:

must obtain approval to use-eompany seals, construction permitand operating license.
1

5. REGULATION ON IMPORFATION (Arﬁé/p 353;'1‘Decree 301/PM)
Investors must submit their annual importation pllgqs in accordance with the CPMI standard
forms at the central and local levels (where the-’iraife!stment license has been issued). The
CPMI will consider approving and iééﬂirig a cerjﬂga{‘e within 30 business days from the
date of receiving the request. The appr‘ox)ed annLJ:é'Ti'T!r'ﬁportation Qlans will be transmitted to

officials at the border Where—#fe—mpeﬁaiden—WM—take—plaee—to monitor and deduct the

balance based on actual i;nportation. Approved annual importa’ti_on plans can be modified

once.

Additional importation not included in the annual importation plans such as utilities or
emergency,spare-parts to,replace the old and breken-ones with ayvalue npat aver US$30,000
shall be permitted’ by'the"Ministry of Finance (Custom Department) not"more“than twice a
year based on verification from concerned sectors. In case the value exceeds US$30,000,

the request shall be referred to the CPMI for consideration on a case by case basis.
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Approval Procedures for the Annual Importation Plan

Investor(s) file 6 copies of documents

v 4

2 business working days

» 0SU examines the comrectness and
comprehensiveness of documents

Customs Dept f MOF
Industry--E-Commerce Div.

v

rking dyas

IPD appraises and 10
the DOR meeting

15 buginess working days Related sectors*

-«

business w

v

> Mesting considers

<

30

IPD adopts annual importation plans

6. REPORT ON INVESTMENT ACTIVITIES/OPERATIONS

Contents of the report on investment operation a-g:ti\’/'ities of investment enterprises consist of

the following criteria:

- Capital importation;

- Value of assets on the reporting day;

- Record of compliance-with-custom-and-tax-0bligations;

- Use of domestic raw materials;

- Value of exported commodities (for activities which produce commodities for

export);

- Labour used within the enterprise; and

- Implementation-ef a;socialwelfare regime:

Investment enterprises must submit reports on the status of operations according to the

standard CPMI forms on a semi-annual and annual basis. Any enterprise not complying with

this requirement will not receive the investment promotion incentive from the CPMI and will

be considered in violation of investment rules and regulations.
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7. REGULATIONS ON CHANGE IN THE LEGAL BASIS

In case an investment enterprise wishes to modify the terms of its investment, an application

requesting such modifications must be made to the CPMI.

Types of Changes in the Legal Basi

i) Changes in the legal isting é‘ which needs the approval of

CPMI are:

- extension of the in
- addition of more b il : e.ini ent capital
- opening of branche invested company within LLao PDR

- splitting or merging o B ' 7
- permanent termination
- extension of license of re

i) Changes in the legal b seds the approval from IPD:

- temporary suspe V-—-———-——-—»—-—- S r“
- increase in mvesﬂen of: g @the company’s business
activities

-e“d“semﬂﬁﬂﬂ NHRINYINT

- endorsemernitlof new directors or representatwes

) fi
- charq;e of nam me corﬁﬂrﬂﬁrew:&mﬂ ﬁrﬂ ﬁ
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Request for Change in the Legal Basis

Investor(s) —-  DOCUMENtS which investors must attach (™)
+
: OSU examines the comrectness ; i
£ and comprehensive of Sectors from which techm;al comments are
needed in cases of extension of investment
documents L ;
ligense of a company/representative office,
t gxpansion of business activities, termination of
biisingss_and opening of branches
IPD
appraises and presents i@ o
: CPMI Meeting or prepares o
H endorsement
|
v N
CPMI Meeting J * ~iPB Endorsement prosasseeney
.-"f - - E
| N A
A J i C
Refusal - ﬁ.p'pmval —! ‘
: —9 £ :

Remarks : (**) =
1. Application/request form;

2. Copy of investment /iceﬁsfe,' enterprise registration, tax registrat/oh,_business operation license,
article of association which has been approved;

3. Performance Report (in case 7of extension of investment license of arcompany/representative office,
expansion of businessractivitiés);

4. Original Investment'license orrepresentative~office' license (in‘ease of 'extension of company license
or representative offices, modification, permaneht termination ofdnyvestment);

5. Certificatiofinof the importation of investmeént capital from the bank of the Lao PDR (i case of capital
increase);

6. Business plan (in case of expansion of business) or operation plans (in case of opening branches or
request for extension of representative offices);

7. Short biography and copy of passport of Director (in case of changing of new Director or extension
of representative office)and copy of identification card, short biography and criminal record number 3

(in case of a Lao national);
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8. Notes or shareholders’ resolution or executive board of director’s resolution, share transfer
agreement or share purchase agreement. Documents must be notarised at the Notary Public

Office, joint-memorandum between two or more companies (in case of shareholder changes or in case
of merging of two or more companies);

9. Property lease agreement with certificate recognised by village authority, certified receipt of lease

payment (in case of changing location)

Ill. INVESTMENT PROTECTION

1. INTELLECTUAL PROPE
» Article 12 of the of the F n
have the right to protection

relevant authorities in Lao PD

2. DISPUTE SETTLEMENT

* Domestic Investment Enterprises
Internal disputes shall be resolve as@éﬁvs‘

—————

- The parties in dispute must first attafﬁ%ﬁ*@:*_#'eéﬁ :
- If the disputes cannot be

on for mediation of disputes

the CPMI where the invest
is within 30 business days;
- If that does not re i ‘;ﬁ g e§ [ il eir complaint to the
State Arbitration A@uﬂco r?:I m 0 tﬁjﬁjﬂcjs as agreed by the
disputing p

e AN I BAINENA L

based on terms and conditions of the agreement.

* Foreign Investment Enterprises
In the case of a dispute arising from a business operation under the form of business by

contract, the dispute shall be resolved as prescribed in the contract.
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In case of a dispute in a joint venture enterprise, or 100% foreign-owned investment
enterprise, the parties shall proceed to a resolution based on the following steps:

- The parties in dispute must first attempt to resolve the disputes by mediation;

- If the disputes cannot be solved amicably, the parties shall then file an initial
complaint to the CPMI where investment licenses were issued. The duration for mediation of
disputes is within 30 business days;

- If that does not result in"asatisfactory,outcome; the parties may file their complaint
to the State Arbitration Agencysfor Econamic Dispute or {0 judicial process as agreed by the

disputing parties.

V. INVESTMENT INCENTIVES -

1. INVESTMENT PROMOTION INCENTIVES

)

vl
To promote domestic and foreign irfVestiment an@}act investors to invest in promoted
activities, the Government has established the fdlfoWhg fiscal incentive systems (Foreign

Investment Promotion Law no. 11/NA): —

Corporate Income/Profit Tax Rates and Profit Tax Exemptidﬁ-Reduction Period

Zone Tax Incentive
Exemption Tax.Rate during Exemption/ Full Profit Tax
Period Reduction’Periad Rate
Zone | 7 years - 10%
Zone |l 5years 7:5%.for 8 years 15%
Zone |l 2 years 10% for 2 years 20%
Remarks:

- Zone |: Mountainous, plateau zones with no economic infrastructure to facilitate investments

- Zone Il: Mountainous, plateau zones with a moderate level of economic infrastructure to

accommodate investments

- Zone lll: Mountainous, plateau zones with good economic infrastructure available for investments.
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The profit tax exemption period starts from the date of commencement of business
operation of an enterprise.

In addition to the incentives mentioned above, the foreign investment enterprises shall be
entitled to the following incentives:

i) The reinvested profits will be exempted from profit tax for that accounting year (Article 18
of Investment Promotion Law No. 11/NA).

ii) During the period of profit tax exemption, e_l}terprises will be entitled to the exemption of
minimum tax measure (Article.d8wof Invesiment Promotion Law: No. 11/NA).

ii) Exemptions of custom duty apd impoit tax for importations of machinery, materials,
equipment and heavy vehicles digecily used II’I1 Q(oduction. In addition, enterprises will be
entitled to custom duty and_impaort tax e*empfi@ln or reduction for the importation of raw
materials and semi — finished products (A"rtic|e 34 35 37 of Decree No. 301/PM).

iv) Foreign expatriates are subjected to-personall'i-‘h.come tax at a flat rate of 10% (Article 14.
of Investment Promotion Law No. 17/NA).-'~ f—- ,

v) Foreign investors and their family rﬁ’émbers will b:_élggfaanted multiple entry visas (maximum

i

up to 5 years per each issuance and renewable)

g

(Article 30. of Decree No. 3G1/PN)
2. CRITERIA FOR RECElVI&lG INCENTIVES (Article 15-22 ofbecree No. 301/PM)

The receiving of incentives is based on investment zones, sectors/activities (except activites
related to rightsitescencession fromdthe:Govemment) and-specifiesconditions of each activity
such as:

i) Production for export (with registered capital of US$300,000 and export not less than 80%
of total production);

ii) Activities relating to agriculture or forestry, processing of agriculture, forestry and

handicraft (must have registered capital of US$300,000 and over);
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i) Industrial processing activities, industries using modern technology, scientific research
and developments, environment and biodiversities protection activities (with registered
capital of US$500,000 and over, using 100% new machinery with certification from
producers or reliable institutes. Activities on scientific research-analysis must have
registered capital of US$100,000 and over);

iv) Activities related to human resource development, skills development and public health
(must have registered capital of US$100,000 and ever);

v) Infrastructure development activities (but n_gt of-a~eonstruction contractual nature, must
have registered capital of US$600,000.and over);

vi) Production of raw matenrials and gquipment to be supplied to key industrial activities
(must have registered capital'of US$500,00__O anl,_d 9ver)

vii) Development of tourism industry/and transitsservices (must have registered capital of
US$500,000 and over); s

o

viii) Production of construction materials, spare p_a‘nts ‘and equipment to be supplied to other

'] ?. F‘
industrial production (registered capital #S$1 ,OOO,Q'Q'O gone million) and over).

Aesi b
—

A detailed list of businessactivities of the eight séctors mentioned above can be found in

the annex of the Prime Ministers Deciee Number 800/PVl and 301/PM on the
Implementation of the Law on the Promotion of Domestic Investment and the Law on the

Promotion of Foreign Investment respectively.

Investment activitiesother than the eight, sectors mentioned above shall be subject to

regular profit tax at a rate, of, 85% as-provided by'the Tax Law.

V. PROMOTED AREAS/SECTORS

1. PROMOTED ACTIVITIES

* Article 16 of the of the Foreign Investment Promotion Law No.71/NA
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The Government determines promoted activities as follows:

i) Production for export;

ii) Agricultural and forestry activities, agro-forestry and handicraft processing activities;

iii) Activities relating to industrial processing, industrial activities using modern technology,
scientific study and analysis activities and development, activities in relation to protection of

environment and biodiversity;

iv) Human resources development, ¢ rotection of people’s health;
v) Construction of infrastructure;
vi) Production of raw materia ey industrial activities;

vii) Development of tourism

2. PROMOTED ZONES

« Article 17 of the of the Fo tment Promotic | 0.11/NA
The Government specifies 3 raphical location and socio-

economic conditions as follows:

Zone 1: Mountainous, ple ‘;
investments.

/aigv and plateau zones with a Il]erz‘a/n level of economic

infrastructure suita ﬂg ﬂ grm ﬂ E’Ln;
Zone 3: Mountain ﬁ uzon CEJ infrastructure to support

TTARANTUNIINGIAE

The classmcatlon of each zone is attached as Annex 1 of the Prime Minister’s Decree on

Zone 2. Mountainous, p

Domestic Investment Number 300/PM and Decree on Foreign Investment Number 301/PM.

VI. TAXATION
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1. REGULAR CUSTOMS AND TAX SYSTEMS
i) Regular import duty rates are between 3% - 40%
ii) Indirect taxes include

- Business turnover tax between 5% -10%
(Provided in Article 17, Part 3 of Tax Law Number 04/NA, dated 19/5/2005)

- Excise tax between 5% - 90%

(Provided in Article 28, Part 4 of 7':&

iii) Direct taxes include:

- Minimum tax at the r
- Personal income ta;<
- Fees and service ch
Investment activities relate ssolirces :'mining survey and exploration,
power energy, land conces ivities af ." ubject | sources tax and/or royalty

and/or land concession fees

negotiation and agreement.

2. DUTY AND TAX INC

* Article 18 of the of the

Foreign enterprises investingin activities within the promoted séetors and zones determined

in Article 16 and 1ﬁ ﬁlzfla /ﬁsﬂe?t.ﬂ’%f%qnﬁwfffﬁm will be entitled to
the following duty a (%Jta tives:
- 0% of import duties on produ€tion vehiclesEsmachinery, equipment and raw

s itk eed S End S 2 V1 VIE 16V E

- No export duties on finished products;

- Profit tax is classified into 3 groups: 20%, 15% and 10% and profit tax exemption is
offered for a period of up to 7 years depending on activities, investment areas and size of

investment (please refer to Section IV.1 for details)
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* Article 14 of the of the Foreign Investment Promotion Law No.71/NA
- Foreign expatriates/Foreign employees working in a foreign investment enterprise

are subjected to personal income tax at a flat rate of 10%.

VII. EINANCIAL REGULATIONS

FOREIGN EXCHANGE AND REPATRIATION OF CARITAL/PROFITS
* Article 12 of the of the Foreign Investment Promoticastaw No. 11/NA
Foreign investors shall have the following right—é’and benefits:

- To transfer/repatriate profitsg€apital and other income after full payment of duties,
taxes and other fees in accordanceswith regul:‘;tions and laws, to their home countries or a
third country through a commegcial Pank I6cated in the Lao PDR.

- To open a Kip account and a:-foreign'-:!cufrency account with commercial banks

located in the Lao PDR. by “
" ?: '3
Al -..I'.'..._

VIIl. APPROVAL FOR THE EMPLOYMENT OF FORE[GN WORKERS

FOREIGN EMPLOYEES AND WORK PERMITS

* Article 12 of the of the Fore/gn Investment Promotion Law No. 1_1/NA
Foreign investors shall have the following rights and benefits:

- To use foreign laboury ifsnecessary, but this shall not exceed 10% (ten percent) of
the enterprise’s labaur.

- Foreign investors and their families, foreign professionals and, employees of a
foreign enterprise will [o€'previded with facilities such as multiple-entry visas -and long term
residence in the Lao PDR with the agreement of the Government; and will have the right to

request Lao nationality in accordance with the Nationality Law.

IX. LAND AND BUILDING OWNERSHIP

LEASE OR CONCESSION OF LAND



154

« Article 12 of the of the Foreign Investment Promotion Law No. 11/NA Foreign investors
shall have the following rights and benefits:

- To receive benefits from the lease of or a concession over land such as the right to use

- To sell or use assets associated with the leased land or concession as security to any

persons or financial institutions or for the purpose of joint venture

yknd lease or concession agreement in

- To use the land lease agreem ession |éﬁtures or as security with other

- To sublease the right to use land, to tra

accordance with the lease term

persons.
The details of the rights, igafio \i‘ﬁ estors related to the land

lease or concession shall _‘t > Land Law and other relevant laws.

\

X. INVESTMENT PROMOTIO

Investment Promotion D
Ministry of Planning and'In
Souphanouvong Avenue 7
Vientiane 01001, Lao PDR _

el : (856-21) 222. :,:::::::::::::;:::ﬁ

Y]

E-mail : investinlaos@ gmall com m

- uﬁ?ﬂﬂmw NS
amaﬂﬂimum'mmaa

Fax : (856-21) 2154 7"
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MYANMAR
|. RELEVANT INVESTMENT LEGISLATION

1. INVESTMENT ACT
* The Union of Myanmar Foreign Investment Law (November 1988)
Contributes towards attracting foreign capital inflows, with the following main objectives:
- Promotion and expansion of exports
- Exploitation of natural resources requiring.substantial amounts of capital
- Technology transfer activities 4
- Development of energyseonservation activities
- Regional development )
- Creation of more employment opporturﬁ'tfés

_—

According to the Foreign Invesiment Law, foreign investment in Myanmar can take one of
the following three forms: -

- Sole proprietorships, pagtnerships, Iim{‘ti-e‘dq.companies, or wholly foreign-owned
subsidiaries. A partnership firm or allimited com@rjiy;‘inoorporated outside Myanmar can

conduct business as a foreign branch-by bringihg-_—i’n;the total capital required by such a

branch.

- Production sharing.contracts with one of the state-owned economic enterprises
(SEEs) for exploration, extraction and sale of petroleum and natural gas and mining
operations.

- Joint ventures, either-as partnerships or limited'companies‘with any individual, firm,

cooperative, or state-owned enterprise of Myanmar,

* Procedures Relating to the Union of Myanmar Foreign Investment Law (December 1988)

A foreign investor who intends to invest in Myanmar is required to apply a permit from the
MIC (Myanmar Investment Commission) if the investor wishes to be considered for
incentives and exemptions under the Foreign Investment Law.

The application procedure is as follows:
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- The potential investor, or promoter, must submit the investment proposal to the MIC in a
prescribed form, which can be obtained from the MIC at the following address:

The Myanmar Investment Commission

Building No (32)

Nay Pyi Taw

Union of Myanmar

- The investment proposal has to be

” wing documents:

* business profiles and docume mg“lna bility such as the latest audited

accounts of the person or th ent;

» bank reference and reco oreign investor's business
standing; and
» detailed calculations rel

indicating: - the estimated ann annNua i expenditure statement;

- requirement for local %pnsumptlon and

rospect ﬁﬂ’ﬁ‘@%ﬂ%‘ﬁ WBINS

Notes:

;'Li';l"i;iﬁ?lﬁ ST 1R WA 133

respective field must also be attached;
- If the proposed project is a joint-venture, a draft contract between the foreign investor and

the local counterpart must also be attached
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- If the proposed project involves leasing of land, a draft lease agreement must also be
attached

- If the proposed joint-venture in Myanmar is in the form of a limited liability company, a draft
Memorandum and Articles of Association must also be attached

- If the proposal meets all the requirement set out in the Foreign Investment Law, the MIC

will issue a permit (“MIC permit”) with state
2. COMPANIES ACT 7

/ 7
* The Myanmar Companies % .

d conditions

Administers private a

* The Myanmar Companies Ru
Provides rules and ivate and public companies.
* Special Company Act (1950,

Specially promulgated i "p@ ation e and public companies in

US$500,000 for Manufactur@ and

¢ OTHER RELATEF?“%%I”@%‘%W%W EInN9
fae 1 St O VAT L]

» Immovable Property Restriction Law (1987)

This Law prohibits the transfer of immovable property from foreigners to citizens,
and vice versa.
» The Co-operative Society Law (1992)

Reforms co-operative societies to be in line with the market economy.
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* The State-Owned Economic Enterprises Law (1989)

Identifies areas of economic activities that shall be solely undertaken by the State
sector.
* Law Relating to Fishing Rights of Foreign Vessels (1989)

Focuses on the conservation of marine and freshwater fisheries to enable systematic
operation in fishery activities.
* Law Relating to Aquaculture (1989)

Encourages wider participation of foreign investors.and it promotes exports in the
aguaculture activity. -
» The Myanmar Tourism Law (1990)

Promotes the development of hotels and the tourism industry.
* Commercial Tax Law (1990)

Replaces the commodityand services ta;; for better coverage of taxes.
* The Central Bank of Myanmar Law (1990) i_

Streamlines the monetapy policy-arnwd exteﬁi bénking services.

* Myanmar Marine Fisheries Law (1990) = ;_J-J

Encourages wider participation of foreign irﬁe,stors and to promote exports.

» Fresh Water Fisheries Law (1991)

o el

Encourages widef pérticipation of foreign investors and to bromote exports.
* The Private Industrial Enterprise Law (1990)
Consolidates and prdmotes large, medium and small scéle private industries.
- Proceduresirelating-to the Private Industrial Entefprise Law (1991)
* The Tariff Law (1992)
Streamlines the eustom.tariffrates.
* Myanmar Hotels and Tourism Law (1993)
Promotes the development of hotels and tourism industry.
» The Myanmar Insurance Law (1993)
Replaces the Insurance Business Law of 1975 and for wider coverage of insurance
activities.

* The Science and Technology Development Law (1994)
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Promotes science and technology and co-operation with research institutes and
high-tech oriented organisations.

« The Protection of Wild Life and Wild Plants and Conservation of Natural Areas Law (1994)

Deals with the enforcement and implementation of policies regarding the protection
of wildlife and natural plants and conservation of natural areas.

« The Myanmar Mines Law (1994)

Relates to the development of mineral jorespecting and exploration works to
enhance production of minerals.and promotion of=€Xpoits. It also aims to enforce and
implement mineral resources policy effectiverJand alsofor environmental conservation.

* Myanmar Citizens Investmentdaw (1994)
Promotes the inducement of domestie {'fwvestment SO as to lead to the promotion of

&

production and exports by the private sectors—

_—

* Myanmar Pearl Law (1995) \

Implements the poliey of the _G(_Jvernrn'_e;[}lt ;r_elating to the pearl production and
marketing. It also encourages‘and sup(aj(yises thé _development of pearl production, and
protects and conserves water aréa off oyster fishing :'g:rounds from destruction and oysters
from extinction. _4 '
* Myanmar Gems Law (1995) 7

Promotes the deveiopment of gems and jewelry market«in Myanmar, while at the
same time enforces and implements the policy to regulate the trading of precious stones.
* The Insurance Business Law'(1896)

Facilitates wider.coverage of [the ! insurance business in. Myanmar to meet the
growing demand for more sophisticated ingurance needs.in the country.
* Forest Law(1992)

Implements the forest policy, environmental conservation policy of the Government;
prevent the dangers from the destruction of forests and bio-diversity; outbreak of fires;
infestation of insects and occurrence of plant disease; conservation of natural forests and

establishment of forest plantations.

* Arbitration Act (1944)
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Dispute arising between contracting investors may comply with the provisions of this

Act. The arbitration proceedings shall in all respect conform to this Act.
[I. INVESTMENT APPLICATIONS

1. AGENCY INVOLVED IN ADMINISTERING INVESTMENT APPLICATIONS AND
GRANTING OF INCENTIVES

» The Myanmar Investment Commission (MIC)~

MIC was established to be the initialapproving authority for foreign investment activity in the
country. Its major responsibility_is toevaluate foreign investment proposals. It also has the

authority to stipulate terms and" conditions of investment permits and evaluate foreign

_—

investment situations. .
\

2. CONDITIONS INCLUDING TIMETABLE FOR.-I'?:’JIQCJ):CESSING OF APPLICATIONS
4 r

il

The following are the application procédu_res: ;-

L, =

- A promoter for foreign ih\%égment shall submit a proposal in fhet-prescribed form to MIC.
The MIC will issue a permit if;t_he proposal’is approved. |

- If the approved economic activity. is to be established as a limited company, it must apply
for a Permit to Trade| Caouncil. of the® Ministry of {National | Planning and Economic
Development through'the Company Registration Office.

- After being, granted a Perit to/ Trade Council, the company must be registered with the
Company Registration Office under the Ministry of National Planning and Economic
Development.

- A company involved in foreign trade has to apply for registration as an exporter/importer

with the Ministry of Commerce.
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The Duration for processing an application will take 4-6 weeks if the documents are in order

and a complete Proposal Form attached. (Refer to Section 1 “Procedures relating to the

Union of Myanmar Foreign Investment Law).

3. PROCEDURES FOR INVESTMENT APPLICATIONS

Submit proposal to the MIIC

¢

Preliminary appraisal of
proposal together with the“eammegis

'

Approval from ME;@K{
Trade Council and thaiCabigst

¢

MIC issuss &

Latest audited financial accounts

Bankueierence and recommendation of
Inyestors business standing

Economic justification of the proposed
project

v J.r;Draft Contract to the be executed with the
An Invesiment Permit o carpy = —3 State organisation

out business ; .fﬁ for the wholly foreign owned

g - #l
- o ;
1 o
et R

Apphy for Permit fram Mil;fistr_-,f of Mationat

Planning ar

Economic Development befars incorporation
af the company

¥

Register the campryiwith the Register of
Campanies

Diraft landiease agresment

Diraft Memorandum and
Articles of Azsociation

AnapDiication fabexemptions and felief
defingd under Section 24.0f the*FIL

. INVESTMENT PROTECTION

1. FOREIGN EXCHANGE REGIME
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Myanmar maintained exchange restrictions and multiple currency practices subject to IMF
approval under Article VIII in terms of; (i) limits on the purchase of foreign exchange by
residents for foreign travel and by nonresidents for the remittable portion of wages, as well
as for payments and transfers relating to invisible and other current international

transactions, and (i) the divergence between the official exchange rate used for

certificate (FEC) rate.

2. INVESTMENT GUARANT

* The Promotion and Recipr h Ol me ment with the Republic of
the Philippines (17 February -

» The Promotion and Recipro _ greement with the Socialist
Republic of Viet Nam (12 May 2000) - -
» The Investment Promotion '_ J People’s Republic of China
(12 December 2001) o

, , o ey 4 4o ,
« The Promotion and ReCIprocal—-ﬁrd,ﬂE&ftog, ents Agreement with the Lao

March 2008)

* The Investment ﬁnﬂoﬁﬁPﬂeﬁrv %Wzﬁwﬁ ﬁ %pub//c of India (24
June 2008)

U
* The Encouragement and Reﬁroca/ Prétection of Invéstments Agreement with the State

or vt @y 208 NI T1 I EU AV IVIEN T8N E

IV. EOREIGN EQUITY POLICIES

Equity Regulations
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100% foreign equity ownership is allowed according to the Foreign Investment Law (without

any conditions).

Foreign investors may enter into a joint venture, either as a partnership or a limited company

with any individual, firm, co-operative, or State-owned enterprise of Myanmar.

In the case of a joint venture, t@%e at least 35% of the total equity
capital. 2

7.‘

V. INVESTMENT INCENTIV

1. CORPORATE INCOME
Foreign investors are gran

extendable on a case-by-case

2. EXEMPTION FROM OR REDUC_‘_F_J N IMPORTED CAPITAL GOODS
The Union of Myanmar F[,gﬁign lnves'tment Law ion from customs duty
and other internal tax_r a materials during the
construction, exploration anmj e mvestrmnt project.

[

i o
During the construﬁnuiﬂ agh%(gthg pqﬂ)cgl aﬂrgtended construction

period approved by MIC, the investor can gnjoy this exemption.

ARIAINIUUNINYIAY

3. EXEMPTION FROM OR REDUCTION OF TAXES ON IMPORTED RAW MATERIALS
During the first 3 years of commercial production and operational period, exemption from

customs duty and other internal taxes on imported raw materials is granted.
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The investor has to inform MIC of the commencement date of commercial operation for
approval. After getting MIC approval, the investor can enjoy the exemption on imported raw

materials.

Information on the performance of the project is required in applying for the above

incentives.
4. OTHER INCENTIVES

« Exemption or relief from M 0

and re-invested within one y

intained in a reserved fund

* Right to accelerate depreci

* Relief from income tax up to tslacerue xports.

« Right to pay income tax foreignhers ¢ sﬁo- and to deduct the same
| E" : |

* Right to pay income tax of the .‘-"‘;: ployet e rates applicable to the citizens of

Myanmar.

« Right to deduct the expenditures-fol r researcl ?“mrm'mv{a t carried out within the

State.

* Right to carry forward and set off losses up to 3 conseoutlve years, from the year the loss

e ﬂuaqwﬂwﬁwawni
h Wﬁ% UUAIINYNAY

Priority/Promgted Sectors or Industries

The types of economic activities allowed for foreign investment, as appeared in MIC
Notification No. 1/89, are classified into 9 sectors:
 Agriculture

* Livestock and Fishery
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* Forestry
* Mining
* Industry
- Foodstuffs

- Textiles

- Personal Goods

- Household Goods
- Leather Products and tt
- Transport Equipme
- Building Materials
- Pulp and Paper
- Chemicals, Chemic
- Iron and Steel
- Machinery and Plant

+ Construction

* Transport and Communication »

* Trade
+ Economic activities 1_-_1}?_‘ >din section I Economic Enterprises Law,
provided permission has beﬂ obtaine of the fiJ Law.

d

If investment propoﬂsu gﬁ&ﬁ t&]aﬁ/%:wmtﬁ%bmitted, they will be

considered on a casé-by-case basis by M?. o L
e AHIRINTUNRINY A Y

Corporations incorporated in Myanmar are treated as residents and taxed at the rate of 30%

on income accruing or arising in Myanmar and outside of Myanmar.
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2. VALUE ADDED TAX/SALES TAX

Commercial Tax is payable on goods, imported or produced in Myanmar, trading sales, and

services ranging from 0%-200%.

3. WITHHOLDING TAX

Withholding tax rates are degy Sowei ents (interest, royalties, and
payment for the work done [ 7 S O ations) and could range from
3.5% to 15 %. There is no wi ' divi

Payments on income such i “-, On ntracts are subject to the
following rates of withholding t I
* Interest
- For resident citizens and resi
- For non-resident foreigners: 209
* Royalties for the use of Ilcense trade m ..u, %

- For resident citizens and:res :

L
s

- For non-resident foreigne

0 -

* Payment on contracts unc rtaken by State organizations aﬂelopment committees and

cooperative societies

For resident szeﬂaueﬁj Qfélélg&l BINYINT

- For non-resident forelgners 3.5%

e RAAGARIRNAINY A Y

- For re3|dent‘l:|t|zens and resident foreigners: 2.5%

- For non-resident foreigners: 3%

4. PERSONAL INCOME TAX
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A non-resident’s salary is taxed at the rate of 35%. Other income is taxed at the minimum
rate of 35% or at the resident rates, graduating from 3% to 50%. A foreigner staying in
Myanmar for 183 days or more is considered a resident foreigner. Both resident foreigners
and resident citizens are taxed on salaries based on progressive scale, starting at 3% and

rising to a maximum rate of 30%. A non-resident foreigner is subject to tax on income

'P)ﬁt rate of 35%, or at progressive rates
5. IMPORT DUTIES 7
Import duties range from O‘M/ '

For information on import duties,/pl

derived from every source within Myanma

ranging from 3% to 50%, whichever i '

of Myanmar, harmonised
commodity description and ¢ duties, please contact the

following address:

Customs Department

132, Strand Road
Yangon, Union of\Miyanma
Tel : 095-01-380-729~
Fax : 095-01-371-23

~ AN NGNS

ARIAINIUNRIINYIAY

1. BORROWIRIG REGULATIONS
Domestic borrowing in foreign currencies is not available. Domestic borrowing in local

currencies can be provided by the commercial banks operating in the country.

2. FOREIGN EXCHANGE REGULATIONS
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There is a 15% withholding tax for interest paid to non-resident lenders.

3. SOURCE OF FINANCING
Foreign borrowings and foreign equity investments would require prior approval from MIC.
All foreign investments should be registered with MIC to enable applications for capital

repatriation and profit remittance.

4. REPATRIATION OF CAPITA

Remittances of profit and ca ior approval of MIC and are

also subject to Exchange C

IX. APPROVAL FOR THE EMPLOYMENT OF FOREIGH WORKERS
{ A4

1. CONDITIONS FOR THE ARPR Xﬁé_.gbﬁ! N EMPLOYEES (MANAGERIAL,
SUPERVISOR, UNSKILLED)

In appointing personnel in an © ‘r ion. formediunder the Permit issued by MIC,

An economic organisation mmed under a Permit shall makeﬂrangements for local and

foreign training so as io ensurglﬁﬂocal personne rof|C|en |n thelr work and promotion

to higher ranks of s ty] EJ ﬂ j
2 wor Rl ARIATINBAR DRI Brervon

UNSKILLED)

Employment of foreign experts and technicians by the enterprises formed under the Permit

issued by MIC is allowed.
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The following procedures would have to be completed to employ foreign experts and
technicians:

- The Investor has to mention the number of foreign experts/technicians to be employed in
the investment application form submitted to the MIC.

- After obtaining MIC permit, a company has to apply for an appointment and stay-permit.

With the endorsement of MIC, a company as to apply for a work permit to the Directorate

of Labour under the Ministry of Labour, for ermit and visa to the Immigration

and National Registration Department | ' nmigration and Population.

X. LAND AND BUILDING

1. REGULATIONS ON ACQU

Foreigners cannot own land

by MIC, from the government.

The lease can be extended if the pr.ofgpf,r mu _ neficial between the Investor and the

(A4

State.

|
2. RESTRICTIONS j

——_ A ANUNTHINT conr s

cannot lease any |mmovable property sucdh as land frommthe private sector more than one

] WIANTIIEUARTINE TR E

XI. INVESTMENT PROMOTION AGENCY

Myanmar Investment Commission (MIC)

Secretariat, Directorate of Investment and Company Administration (DICA)
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Ministry of National Planning and Economic Development
Building No (32), Nay Pyi Taw
Myanmar

Tel : (95-67) 406 334, 406 075

Fax : (95-67) 406 333

E-Mail : DICA.NPED@mptmail.net. mm

Website : www.dica.gov.mm

AULINENINYINS
AR TN TN
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VIETNAM

|. RELEVANT INVESTMENT LEGISLATION

Latest Investment Regulations

On 1 of July 2006, the investment regime, came into effect. This invesment regime
comprises of a unified Enterprise Law (“EL”) which'regulates corporations and a common
Invesment Law (“IL”) which regulates invesment. Thespromulgation of these two important
pieces of legislation is considered a significath watershed for the improvement of the legal
environment on investment activities and corparate governance.in Viet Nam.

1
For further information on the above' hew .p(J)"Iicies, refer to the following websites:

http-.//www.mpi.gov.vn or http.://fia.mpi.gov.vin

1. INVESTMENT ACT 4

il

* New Laws: The Investment Law came inio effec’g__?_% Qf 1 July 2006; The Investment Law:

- Applies to all investors regaréless of econro}niqc sectors;

- Expands the forms ;qf investment to foreign investors; 7

- Simplifies investment procedures; and

- Creates equal playing field for both foreigh.and local investors.
» Decree No. 108/2006/ND-CP dated 22 |September 2006 of the Government provides
detailed provisions and guidelines for the irplementation.of a number of articles of the Law
on Investment
» Decree No. 29/2008/ND-CP dated 14 August 2008 of the Government issues regulations
on industrial zones, export processing zones and economic zones
» Decree 101/2006/ND-CP dated 21 September 2006 of the Government on re-registration,

conversion and registration for replacement with investment certificates by enterprises with

foreign owned capital pursuant to Law on Enterprises and Law on Investment
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» Decree No. 38/ND-CP dated 15 April 2003 of the Government on the conversion of some

FDI enterprises into operation under the form of share holding companies.

2. COMPANIES ACT

* The Enterprise Law (EL) (2006)
Provides for the establishment, organisation and .0peration of various types of domestic

enterprises. Under the EL, following are the four main.eorporate forms:
-

- limited liability companies (“lECs”);

- joint stock (or shareholding)«companies (“JSCs”);

- partnerships; and ]

- private enterprises (i.gt, sale propfietorik;fps).
All of these structures are known as “enterprise%”. An LLC or a JSC is likely to be the most
appropriate structure for foreign investors r_vvho want tg__ set up a joint-venture company.
* Decree No. 139/2007/ND-CP dated 29 Septé}}iger 2007 of the Government provides
detailed provisions and guidelines forihe‘tmpleme@if;ﬂn of the Enterprise Law.

o
[ el

3. MINIMUM INVESTMENT LEVEL

The ratio of capital contribution of a foreign joint venture party or parties shall be agreed by
the joint venture parties but shall’'not be less than 30% of the, legal capital of the joint venture
enterprise. Based on the“business sector,'technology, 'market, business results and other
socio-economic benefits of the project, the investment license issuing bédy may consider
and permit the fareign jaint venture party to have a lower eapital contribution ratio but

not less than 20% of the legal capital.

Level 1 (Business Registration):
Domestic enterprises with an invested capital of less than VND15 billion that do not operate

in the conditional sectors are required to follow the “business registration” procedures.
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Domestic investment projects with invested capital of less than VND15 billion

Business Registration

Business Registration

v

Domestic investment projects
with invested capital of less than
YND1E billignf

Level 2 (Investment Registration): .4

Foreign investment projects with adotalinvested capital of less than VND300 billion, and not

in a conditional sector are reguired to fo||0\}3_( the “investment registration” procedures.

Foreign investors of such projegts must garry outthe procedures for investment registration

in order to be granted an invesiment ce_r‘[if—icate—.ir Tj_ne investment certificate also serves as
4

the business registration of the corporate en'tity. dd,
r

ald v ol

Domestic investment projects with a tatal invested capital from VND15 billion to less than

VND300 billion are also required to follow the “iny@lm’grw_t registration” procedures. Subject

to a request of the local i_nV_é_astor, the Licensing Authority will issufe an investment certificate

to such investor. A o

- |
Investment Registration
¢ o o/
Inyestment Cerfifrcate Domestic ipvesimnent
projects with total invested
* capital from VYND15 1o less
Foreign investment than WYMND300 billion

projects with total invested
capital of less than
YND300 billion

Enterprises can subsequently register additional investment projects without the need to

create a separate entity. The procedures on for “investment registration” are set out in
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Decree 108. According to Decree 108, an investor must submit application documents for
investment registration to the Licensing Authority. The Licensing Authority checks the
documents and issues the investment certificate to the investors within 15 working days of

receiving the valid application documents.

Level 3 (Investment Evaluation):

Any investment projects with a total i

%@300 billion or more or investment
&nt evaluation” by the Licensing

projects in conditional sectors

Authority and by other releva

There are two different type
- evaluation for investment ardless of total invested
capital.

- evaluation for investment proj total investe | of VND300 billion or more,

. . _Th ) N . »
For the evaluation of mveﬁtment projects with total in tal of VND300 billion or
more, along with the application-documents; the-appl icant n o submit an “economic-

technical explanation” of thﬂnve , nsi_@ Authority. This covers the

economic-technical explanatogy statement, obJectlves scale, location, investment capital,

implementation schﬁ%ﬂﬁ Wﬂ%ﬁrﬁﬁgﬁ Sqﬂﬁjanmentm solutions of

the investment project)

For the evallftlon :3] mvestmzr] proFeclé ytrmcfcl;aonal S;E!t:rl @ ;ﬂdltlon to the

application documents, the investor must also demonstrate compliance with requirements

specific for that conditional sector.
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When assessing the application documents, the Licensing Authority may liaise with other

relevant Ministries and authorities in evaluating the proposed investment project.

Items to be evaluated shall comprise:

- compliance with master planning/zoning for technical infrastructure, master

.}r construction, master planning for
7z,
E——

planning/zoning for land use, master

utilisation of minerals and other natu

- land use requirements;
- project implementation SCV |
- environmental solutions.

4. OTHER RELATED INVES

- Law on Export and Import Duti
- Law on Value Added Tax
- Law on Corporate Income Tax
- Labour Law

- Commercial Law

- Land Law

- Others Laws and Regu/at/ms
‘ a Q

fit Hana
No. Legal Do ije suin hari D Col1tln| oid.egal Document

Foreiqv Investment .

A RT3 U N AT AT TR e

g National Assembly procedures, investment incentives, right and
dated 29/11/2005

obligations of the investors.

Law on Enterprises providing the type of
Law No. 60/2005/ QH11
2 National Assembly enterprises, establishment procedures,
dated 29/11/2005
organisation and operation of enterprises

3 Decree 88/2006/ ND-CP Government Decree on business registration
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dated 29/8/2006

Decree providing guidelines for

Decree 108/2006/ND-CP
dated 22/9/2006

Government

implementation of a number of articles of the

Law on Investment

Decree providing guidelines for

Decree 139/2007/ND-CP
dated 05/09/2007

Government

implementation of a number of articles of
Law on Enterprises

Providing regulations on re- registration or

Decree 101/2006/ND-CP
dated 21/9/2006

Government 1

. a8

o

\ &
4

conversion by enterprises with foreign
invested eapital, and registration for change
[of investment licences] for investment
certificates by enterprises with foreign
invested capital in accordance with the Law
on Enterprises and the Law on Investment

“Degision on promulgating the sample form

Decision 1088/2006/

ol

Ministry of-Planninng#

of documents for carrying out investment

Qrdinance No.

28/2005/PL-UBTVQH

The Stapding committee

of National Assembly

7 QD-BKH dated ) :
and Investment: ek 4y
19/10/2006 - —= procedures in VietNam
Circular 03/2006/TT- et "-""";Fsr'o‘viding guidelines for the implementation
8 Ministry of Finance
BTCdated19/10/2006- « «0f Decree 88
II. SECTOR-SPECIFIC LAWS AND POLICIES -
No. Legal Document Issuing Authority Content of,Legal Document
Foreign Exchange Control
Ordinance on foreign‘exchange control

9

11 dated 13/12/2005

Decree 160/2006/ ND- Providing guidance for implementing the
10 Government

CP dated 28/12/2006 Ordinance on Foreign Exchange Control

Decree 134/2005/ ND- Regulation on Foreign Borrowing and

1" Government
CP on 1/11/2005 Repayment of Enterprises
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Labour
Labour Code dated
12 National Assembly Law on Labour
23/6/1994
Law No. 35/2002/
Law on amendments and supplements to a
QH10 dated 2/4/2002
13 National Assembly number of articles of the Labour Code dated
Law No.74/2006/QH11
23/6/1994
dated 29/11/2006
Decree 34/2008/ ND- tion on recruitment and management
14 §
CP dated 25/3/2008 eigners working in Viet Nam
Law No.13/2003/ ﬁ \
15 QH11 dated ) Law on Land
26/11/2003 ’ k
Decree 181/ND-CP 1 ns guidance for the implementation of
16
dated 29/10/2004 w nber of articles of the Law on Land
Decree 182/ND-CP 3 ; "* . t ing administration violation in the
17 e
dated 29/10/2004 area of land
Law No. 50/2005/ -
4
18 QH11 dated i-‘- ntellectual Property
29/11/2005 I 2
|
Law No. 80/2006/ .
19 QH11 dat ‘ ' Law on.Technology Transfer
sorieofh) |4 BYINYIN
%
Impeort - Export
TR PO e ¥
L /20 4 .
20 Nati a po | rt Duties
QH11 q'ted 7/6/2 - '
Law No0.29/2001/
QH10 dated 29 June
21 2001, National Assembly Law on Customs
and

No.42 /2005/QH11
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dated 14 June 2005

Decree 149/2005/ ND-

Making detailed provisions for the

22 Government
CP dated 8/12/2005 implementation of the Law on Export and
Import Duties
G% 14 4 &
Law No. 78/2006/ N “’ /
J'/
23 QH11 dated mbly ’!_/_‘r Law on Tax Management
"J :—
29/11/2006 | .
Law No. 14/2008/
24 QH12 dated N w on Corporate Income Tax
12/06/2008 \\
Decree 124/2008/ ND-  Providi ‘&ance on the implementation of
25
CP dated 11/12/2008 the Corporate Income Tax Law
Circular 130/2008/ TT- _' L | e ating in detail the implementation of the
26 i
BTC dated 26/12/2008 e ecree 124 on Corporate Income Tax
Law No. 13/2008/ it 22
27 QH12 dated Natladg?ﬁ-ﬁégﬁfw.t Law on Value Added Tax
12/06/2 A .
/06/2008 9 ‘4
Decree h
N detail the implementation of the
28 No0.123/2008/ND-CP
Law on VAT
dated 08/12/2008
Circular 129/2ﬂ/ ’2 Ty g guidanceon the implementation of
29 | ' Minist | - | U
BTC dated 26/1942008 Decree No. 123 on Value Added Tax (VAT)
&
AT 3 ]
2 - P '
o | Bdhed O N ELARMA N T TLELLRLL
28/11/2008
Decree 26/2009/ ND- Providing guidance on the implementation of
31 Government
CP dated 16/03/2009 the Special Sales Tax Law
Circular 64/2009/ TT- Providing guidance on the implementation of
32 Ministry of Finance

BTC dated 27/03/2009

Decree 26 on Special Sales Tax
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Law No0.04/2007/
QH12 on Personal

The Standing

33 Committee of the Law on Personal Income Tax
Income Tax dated
National Assembly
05/12/2007
Decree No
Stipulating in detail the implementation of the
34 100/2008/ND-CP Government
Law on Personal Income Tax
dated 08/09/2008 ) \"’
L\}.
Circular 84/2008/ TT- wﬂf '
BTC dated 30/09/2008 § viding guidelines for implementation of
| —
35 and Circular i , ” ment Decree 100 on Personal Income
No0.62/2009/TT-BTC " Tax
dated 27/03/2009
Law No. 63/2006/
36 on Real Estate Business
QH11 dated 29/06/06
Law No. 56/2005/
37 aw on Resident Housing
QH11 dated 29/11/05
Law No. 38/2005/ LA b N
38 National Assemlcflzy ‘ ducation Law
QH11 dated 14/06/@ — "J
I cluding on investment with
Decree 06/2000/ foreign cmﬂies in the areas of examination
39 Government
ND-CP dated 06/03/00 | ¢ = L) and treatment of diseases, training and
FL IR Y1811 T P G e
Circular 14/2008fFTLT- |  Ministry of Education . ‘
¢ Providing guidance to therimplementation of
40 BG | ini ini
N 173 V12 4818
dated 14/04/ anni | n
) Post & Telecommunication
Ordinance dated
41 43/2002/PL-UBTV QH National Assembly Post & Telecommunication

10

Transportation
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Law No. 35/2005/
42 National Assembly Law on Railways
QH11 dated14/06/05

Law No. 66/2006/
43 National Assembly Law on Civil Aviation
QH11 dated29/06/06

Law No. 40/2005/
44 National Assembly Maritime Law
QH11 dated14/06/05

Decree 10/2001/ Conditions for operating
45

ND-CP dated 19/03/01 business in maritime services

Chapter V, Article 30 of / 005) preserib e domains banned from

and public interests.
ii) Projects which are prejudici | \ ietnamese culture, morals or
fine customs. \

iii) Projects, which may cause 7 & peopl health, destroy natural resources or
environment. . -

iv) Projects on the treatment c ardous wastes from outside into Viet Nam;

production of toxic chemi - use of toxic agents ‘w eaties.

Conditional Investment Domalgs

i) Conditional '”Vesﬁruﬁ@Wﬁ ﬂ ‘j w EI '] ﬂ ‘j

- Domains, which affect national defense securlty, social order and safety,
ARIAETIUNAINGA Y
- Domlns whi taffect pubhcrm

- Culture, information, press and publishing;

- Entertainment services;

- Real estate business;
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- Survey, prospecting, exploration and exploitation of natural resources; ecological
environment;

- Development of education and training; and

- Some other domains as provided for by law.
i) For foreign investors, apart from the domains defined in Clause 1 of this Article,
conditional investment domains shall also include those scheduled for implementation of
international commitments in treaties to which' the” Secialist Republic of Viet Nam is a
contracting party. 2
i) For foreign-invested enterprises having already invested in the domains other than the
conditional ones, which, however,.in the CourSG;I of operation, have been added to the list of
conditional investment domains, iavestors §hall‘:sti’I.| be entitled te continue operation in such

domains. —
|I

iv) Foreign investors may be applied fhé same 53hvéstment conditions as domestic ones in
cases where the latter own 51% or more of charteffcapital of an enterprise.

/ o4

v) Based on socio-economic developmentrequirérﬁents in each period and the consistency
§ i Tt

with commitments in treaties to which-the Socialist Republic of Viet Nam is a contracting

o

party, the Government shall stipulaté_ a list of Condfti‘o'-ﬁé_lxinvestment domains, conditions for

the establishment of economic organisations, investment forms énd the opening of markets

in a number of domains for fo'reign investment.

. INVESTMENT APPLICATIONS

1. AGENCIES . INVOLVED _IN. ADMINISTERING INVESTMENT APPLICATIONS AND
GRANTING QF INCENTIVES

Licensing Authority
The Board of Management (“BOM”) of industrial zones (“IZs”), export processing zones

(“EPZs”), high-tech zones (“HTZs”), and economic zones (“EZs”) are responsible for
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licensing foreign investments within their zones. Build-Operate-Transfer (BOT) projects are

licensed by the Ministry of Planning and Investment (“MP1”).

The Provincial People’s Committee is the authority responsible for all other foreign
investments. Licensing applications shall be submitted to these bodies, who will consult
with other relevant governmental authorities (where so required) before issuing the final
approval.

The Prime Minister will approve the‘following:

+ Investment projects, irrespective of .the source of investment capital and scale of

investment: \

]
- construction and commergial operation of airports; air transportation;

- construction and commercial opgration of national sea ports;

- exploration, mining and procegssing of pétroleun?\; exploration and mining of minerals;

- radio and television broadcasting;

- commercial operation of casinos; — — %
d )i #esd .1'_:-'

- production of cigarettes; =

te)

- establishment of university training-_e'é—téblishment.éi;"-éﬁé’

- establishment of IZs, EP'_Zé:, HTZs and EZs. .
* Investment projects, irresbective of the source of investmeint capital but with a total
invested capital of VND1 ,500’ billion or more in the following sect’ors:

- business activities related to. the electricity. sector,jprocessing ofiminerals, metallurgy;

- construction of railway, road and internal waterway infrastructure; and

- production_and business activitiesrelated to alcohol and beer,

* Investment projects with foreign-invested capital in the following sectors:

- commercial operations of sea transportation;

- construction of networks for and supply of postal and delivery, telecommunications and

internet services, construction of wave transmission networks;

- printing and distribution of newspapers and printed matter, publishing; and
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- establishment of independent scientific research establishments.

In cases where the investment projects stipulated above are included in the master plan
approved by the Prime Minister (or by an authorised entity) and satisfy the conditions in
accordance with the laws of Viet Nam and with international treaties to which Viet Nam is a
member, the Licensing Authority will issue an investment certificate to the investor without
the need to make a submission to the Prime Ministerfora decision on an investment policy.
-
In cases where the investmenisprojects-siipulated above arenet included in the master plan
approved by the Prime Minister (or'by an authlorised entity) ordo not satisfy conditions in
international treaties to whieh™ Vigt' Nam is a anmber, the Licensing Authority will obtain
opinions from the relevant Ministries /MPI| and oLIh.er relevant bodies in order to collate and

submit them to the Prime Minister for his deoisionliforf investment policy.

' )
In cases where the investment projects stipulated ét’;_'ov!e are in a sector for which there is no

4 [ -_,J‘_.l
master plan yet, the Licensing Authority=witt obtain epinions from the relevant Ministries, MPI

o

and other relevant bodiesin ordér to collate and.él-J:BF’r{it‘ them to.the Prime Minister for his

decision on investment palicy:

Authorities that Consider and Approve Investment Projects

i) The Prime Ministemof the Government of Viet Nam

The Prime Minister shall.make.decisions ,n.relation.to . Group A projects, comprising the
following:

* Projects in the following sectors, irrespective of invested capital:

- Infrastructure construction of industrial zones, export processing zones, high-tech zones,
urban areas; BOT, BTO and BT projects;

- Construction and operation of sea ports and airports; operation of sea and air

transportation;
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- Oil and gas;

- Post and telecommunication services;

- Publishing, printing services (except projects for the printing of technical materials,
printing of normal patterns on textiles and garments, leather and footwear), press; radio and
television broadcasting; advertising services together with the publication of
advertisements; cinematographic activities; ‘artistic performance; conducting games with
prizes; medical examination and treatment establishment; pre-tertiary education, college,
undergraduate and postgraduate training on equivalent levels; scientific research and
production of medicine for humans;

- Insurance, finance, auditing'and valuation;

]
- Exploration and exploitation®of rarfe and precious natural resources;

- Construction of residential houses for salej....
- National defense and securityprojects; - )

il

* Projects with invested capital of at least US$4‘6‘.-nﬂJ|ion in the following fields: electricity,

' £y .
mining, metallurgy, cement, mechanical enginéeting manufacture, chemicals, hotels,
* Wi

apartments for lease, tourism-entertainment areas;

« Projects using at least 5.hectares of urban‘land or at least 50-hectares of land of other

categories. (~

ii) The Ministry of Planning and. Investment
The Ministry of Planningand Investment shall' make ‘decisions ofr Gfoup B projects (being
projects which are nét'Group A projects as stipulated above), except for projects referred to

in point iii) below

iii) Provincial People’s Committees
Provincial people’s committees shall make decisions on the following projects:
» Projects that are consistent with the approved planning and plan for socio-economic

development;
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 Projects not included in the list of Group A projects and having the amount of invested
capital as stipulated by the Prime Minister (at present, up to US$10 million for the People’s
Committees of Hanoi and Ho Chi Minh City and under US$5 million for the People’s

Committee of other provinces).

Provincial people’s committees shall not be delegated with the authority to issue investment
licenses to the following projects (irrespective of the.ameunt of invested capital):

- Construction of national roads or railways;

- Production of cement, metallurgy,~ electricity, sugar, ‘aleohol, beer and cigarettes;
manufacture and assembly efautomopiles and motorbikes;

|
- Travel tours; i
2

- Projects in the sectors of culttire geducation.andstraining;

- Construction and operation of supermarkets. )

' §
iv) Management Boards of Industrial Zones Fldas

¥ .- -!j.,l
Management boards of industrial zones are authorised by the Ministry of Planning and
Investment to issue investment licenses to projects under Group B.which have investment of

up to US$40 million in thelindustrial-zones:

2. CONDITIONS INCLUDING TIMETABLE FOR PROCESSING OF APPLICATIONS

The Investment Lawg stipulates that the time-limit for evaluation “of “investment shall not
exceed thirty, (30).days from.the.date of receipt.of a.complete and valid.file. In necessary

cases, the above time:limit may' be extended, butnot beyend forty-five (45) days.

A representative office (“RO”) is the simplest form of presence for a foreign company in Viet
Nam. It is intended to promote business opportunities for its head office and to supervise or
speed up the performance of contracts that the head office has entered into with

Vietnamese parties. An RO is subject to the following regulations:
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- Decree No. 72/2006/ND-CP of the Government dated 25 July 2006;
- Circular No. 11/2006/TT-BTC of Ministry of Trade dated 28 September 2006.

An RO cannot, in precise terms, be regarded as an investment in Viet Nam since such an
office cannot conduct any revenue-generating activities. A foreign company can open more
than one RO in Viet Nam. The establishment and operation of ROs of credit institutions,

education establishments, and insurance companiessre subject to different regulations.

i) Establishment Conditions

A foreign company that wanis#to set up an RO in Viet Nam must, in general, satisfy the
following requirements: :
- it must have obtained a certificate of incorporaﬂgn in the relevant foreign country where its
head office is situated; e

- the RO’s parent company musthave been in oﬁe;__rai_ion for at least one year after its lawful
establishment or business registration ,in its Cd‘u"n_try prior to an application for an RO
licence; and L sl

- its proposed operating activities in Viet-Nam must not be prohibited by the laws of Viet
Nam. -

ii) Application Procedures

To establish an RO«insViety Nam, foreign gompanies; are required=to file the following

documents with the'relevant'licensing authority:

- an applicationlinia standard form (the!application' must e imade’in Vietnamese language
or in both Vietnamese and another widelyused language);

- a notarised copy of the company’s certificate of incorporation (a Vietnamese translation of
this document must also be notarized by the Vietnamese Notary Office or certified by the

Vietnamese embassy in the relevant foreign country);
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- legalised copy of the parent company’s audited financial report for the previous financial
year (or evidence proving the actual existence and operation of the parent company for the
latest financial year); and

- the company’s charter.

The licensing authority may require a power of attorney or other documents to verify that the
signatory to the application is fully authorized tos/sign.the application although this is not
required by law. For example, a notarised offige lease-agreement or a copy of the lessor’s
certificate of incorporation maysalso be-required in cases where the RO leases its office.

i

The implementing regulations foreshadow thatiel}eotronic forms may be made available in

the future for online applications. _g

| A
iii) Press Announcement 7
Within 45 days from the issuance date -of‘the Iic%-ﬁee, ROs are required to publish details
such as its name, name of its parent c'om:pany, offife;;e;ij{;cation, chief representative, etc., for
three (3) consecutive issues of a printed or electro;hfié'-ﬁévvspaper.

iv) Licensing Authority

The Department of Industry and Trade is responsible for issuing licenses for ROs.

v) Time Limit for Licensing and Licensing Fee

Within 15 days after.the date,of.receipt.of all. documents,.a license for the ‘establishment of
an RO is issued by thevrelevant licensing' agency. In'‘the eventthat the application is not
made in compliance with the law, the relevant licensing authority will give a written notice to
the applicant within three (3) working days after the date of receipt of the application. The
licensing fee for establishment of an RO is currently VND1,000,000 (approx. USD60.00).

vi) Operation



188

The operating duration of an RO in Viet Nam is five (5) years, which is extendable. Within
forty-five (45) days of issuance of the RO’s licence, the RO must register its operations by
way of a written notice to the relevant licensing authority indicating its office address,
number of Vietnamese staff and foreign staff working at the RO and its chief representative,
and obtain an acknowledgement from the relevant licensing authority. For the purpose of
the above registration, the relevant licensing authority may require a copy of the lease
agreement of the RO in Viet Nam. Following the registiation, and on the basis of a letter of
introduction issued by the provincial-bDepartment ofinadustry and Trade, the RO will register
its seal with the provincial Relice Department. During thesterm of the RO licence, any
change in (i) the name or nationality of the parglant company, orthe name of the RO, (ii) the
number of staff, (iii) the comtént of the/RO’s éptjyities, or (iv) the RO’s address, must be

reported to the relevant licensing authority. —

vii) Permitted Activities

The RO is permitted to carry out the aétivities':ékpecified in its licence. Such permitted
activities include non-revenue generr'artin-g activitié;ghch as market research, customer
support, and marketing or feasibility’éfudiés for inv:e'féf.r?féﬁt projects.

Foreign companies are not‘ permitted to use the RO as a vehicle 'tc;r carry on actual business
in Viet Nam. For example, 'iﬁe RO cannot be used to concILjde or execute commercial
contracts. Howeversthe chief répresentative of ‘the "RO 'may be -authorised by the parent
company to negotiaté and to sign contracts on its behalf, under a power of attorney on a
case-by-case, hasisy provided thatesuch contracts may-anlybeyperformediby the parent
company itself. It should be noted that there may be tax implications for authorising a

representative in Viet Nam to sign a contract on behalf of the parent company.

ROs may (i) lease an office, residential accommodation and other facilities necessary for its

activities (but no sublease by the ROs is permitted), (ii) import equipment and facilities
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necessary for its operation and (iii) employ Vietnamese and expatriates. It may also open a
bank account in foreign and Viethamese currency at a bank in Viet Nam, but any conversion
or remittance of currencies must comply with the foreign exchange laws of Viet Nam. The
purpose of this account is to pay for the expenses of a representative office and should not

be used for the receipt of payments from other companies.

ROs may be required to obtain a tax code for e purpose of deducting and paying

personal income tax on behalf of its'employees,

viii) Reporting

]
ROs are required to file an annualfrepart regarding its operation in the previous year with

')

the relevant licensing authority'before the ’Ia:st vvigr'king day. of January in the following year.
If necessary, and upon the wriiten fequest of thlge competent authority, an RO may also be

obliged to make a report and/or supply,jnformati(')n,___ang documents relating to its operation.

i 4 )
iid 1

ix) Termination ‘ b

The operations of an RO may be terminated in amflf)f'{'he following circumstances:

(a) where the parent company.so.requests;

(b) where the parent combény terminates its operations;
(c) where the authorised State body makes a decision to withdraw or revoke the licence in

accordance with theftawiof Viet Nam;

In case of termination of operations under items (a) and (b)above, the parent company
must forward'a notice bfitermination of operation of the R@tolthe relevantiicensing authority
at least 30 days prior to the date of termination of operation of the RO, and is required to

return the license to the relevant licensing authority.

For making an investment in Viet Nam, a foreign investor must obtain an Investment License

from one of the abovementioned agencies depending on the type of project.
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/ Investment Certification (Licensing) Process\\

Project falling in
conditional sector”

(ﬁ’éa"\,
Investment —
Registration ﬂ Investment
Procedures Evaluation
— Procedures
‘ Fres l
ol /
Respond within Investment,capital-of —
15 working days e \/ND200 billion or more Respond W|_th|n
(applex. USS 19 millicn) 24-40 working
days

* The _ists of conditional sectors for both domestigland forsign inWestors and seeetifically for foreign investors gan be found in the Law on Invesiment and its guiding
Decree No.108 dated 22 September 2002

3. PROCEDURES FOR INVESTMENT APPLICATIONS

/ LICENSING - Authoriti;s %

N\ —
i Y g
Central Provincial Management
Authonties People’s Board of IPs,
Committee EZs
- P P 80T projects ‘ / \
Oepartment _
= MOIT P Oil & Gaslprajects af Blanning & Projects located Projects for
Investment inside IPs,EZs infrastucture
development of
- SBV b Credit Institutions l IPs, EZs
Projects
— [VOF P Insurance projects located outside
IPs and EZs

IV. INVESTMENT PROTECTION

1. FOREIGN EXCHANGE REGIME
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Viet Nam has committed to implement its obligations with respect to foreign exchange
matters in accordance with the provisions of the WTO Agreement and related declarations
and decisions of the WTO that concerned the IMF. Unless otherwise provided for in the
IMF’s Articles of Agreement, VietNam will not resort to any laws, regulations or other
measures, including any requirements with respect to contractual terms, that would restrict
the availability to any individual or enterprise of foreign exchange for current international
transactions within its customs tersitory to an amount-related to the foreign exchanges
inflows attributable to that individualor enterprise.
|

After a foreign investor has discharged fully its fjngncial obligations to the State of Viet Nam,
it shall be permitted to remit abroad the followiné;.

- its profits derived from business activitie'é; ,F

- payments received from the provisions ‘of teckgw;i_@l@gy and services and from intellectual
property; i N

- the principal of and any interest on"foreign loanSJi—m_Vestment capital and proceeds form

o
[ el

the liquidation of investments;

- other sums of money and-assets-fawfully-owned-by-the investor .

A foreigner working in Viet Ném for an investment project shall t;e permitted to remit abroad
his or her lawful incemeafter having discharged fully his or her financial obligations to the
State of Viet Nam. The remittance of the above sums of money shall be made in a freely
convertible scunrencyyin~accordance «with the rtradingrexchanges ratey published by a

commercial bank selected by the investor.
2. EXPROPRIATION AND COMPENSATION

Security for capital and assets as enacted in Article 6, Chapter 2 of Investment Law (2005)

is as follows:
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- Investment capital and lawful assets of investors shall not be nationalized or confiscated
through administrative measures.

- Where it is really necessary for defense, security and national interests, if the State
acquires compulsorily or requisitions assets of an investor, such investor shall get paid or
be compensated at the market prices at the time of announcement of compulsory
acquisition or requisition.

- The payment or compensation must ensure the Jegitimate interests of investors and must
not discriminate between investors. 3
- For foreign investors, the payment or.compensation for assets specified in Clause 2 of this
Article shall be made in a freely convertible curflency and may be transferred abroad.

- Procedures and conditions for Compulsc_)_ry a‘:cg.uisition and requisition shall comply with

the provisions of law. =
3. INTELLECTUAL PROPERTY RIGHTS (IPR) J /

sid -'-f-..rf-'.. _
On 1 January 2006, the Civil Code cdme-into force-@r’i 1 July 2006, the Law on Intellectual
Property, which codified the government regulatfons* on mtelleotual property, came into
force. These are the two pmcrpaf-taws-govemmg-the*protectmn of intellectual property

rights in Viet Nam and adopted by Viet Nam to conform to WTO standards on intellectual

property protection.

In addition to these laws, Viet Nam is also a State Party to the Paris Convention, the Madrid
AgreementyMadrid Protosolpand, the' Stockho/miConventioniof 196 7-(which gstablished the
World Intellegtual Property Organisation). Viet Nam is also a member of the Agreement on
Trade- Related Aspects of Intellectual Property Rights (TRIPs Agreement), the Berne
Convention for the Protection of Literary and Artistic Works with effect from 26 October
2004, the Geneva Convention for the Protection of Producers of Phonograms against

Unauthorised Duplication of their Phonograms with effect from 6 July 2005, the Brussels
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Convention Relating to the Distribution of Programme-Carrying Signals Transmitted by
Satellite with effect from 12 January 2006, the International Convention for the Protection of
New Varieties of Plant with effect from 24 December 2006, and the Rome Convention for
the Protection of Performers, Producers of Phonograms and Broadcasting Organizations

with effect from 1 March 2007.

Viet Nam’s industrial property regime is administered principally by Ministry of Science and
Technology (MoST) acting throtigh-NOIP. Tbﬁ copyright regime is administered by the
Ministry of Culture, Sports and«leurism,acting through the Coepyright Department.

)

i) Protection of Intellectual Property Rights

g

Generally, except for trade secreis, geogrgphi‘g,indications, and trade names (which are

entitted to legal protection as far as it fulfilsllfathlé conditions of formation and usage),

ol

intellectual property rights are protected «in et Nam upon registration on a first-to-file
priority basis. Below is a summary ofilthe var’ie‘ijs! types of intellectual property rights

protected in Viet Nam and the duratiohof the proteé:ﬁ'c-'fjr{:

el 8 J oy
o o

Type _ ] - Brief Description Duration of Protection

A technical:solution presenting worldwide novelty e
Patent for - 1 20 years from the date of
and an inventive step applicablein socio-economic |
Invention o - application

fields

Patent for A newstechnical soldtion’in comparisan withiexisting
10 years from the date of

Utility techmology and achievable in current economic
application
Solution technological conditions
The external appearance ofia/product embodiediby 5 yearsifrom_ the date of
lines, three dimensional forms, colours, or a application which is renewable
Industrial
combination of these that is novel, inventive for an additional two periods of
Design
throughout the world, and capable of serving as a 5 years each (for a total of 15
pattern for an industrial or handcrafted product years maximum)
Layout Three dimensional circuit elements and their The earlier of: (i) 10 years from

Design of interconnections in the integrated circuit which is the date of grant; (ii) 10 years
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Integrated original and not widely known in the relevant field from the date of the first
Circuits commercial use by owner or an
assignee; (i) 15 years from the
creation of the design.
Marks used to distinguish goods or services of one 10 years from the date of
person from similar goods and. s s of another application (renewable for
Trademark y
person. They may take the , or successive 10-year periods
any combination pres without limit)
Information in ori
Geographic - In perpetuity from the
with characte
Indication certification of protection
Names of indi s long as it is in formation and
Trade Name
usage
Trade Confidential trade in As long as it is in formation and
Secret the possessor to gain ecor usage
s 1 v
T AR
New plant vg}kty with a recog
- = w“ ears from the certification
New Plant relevants rw \
! — of protection (25 years for
Variety development which is of d m
timber trees and vines)
and stability for plantation.
WA P o
L
thd’s life plus 50 years
Moragnd material rights wﬂh‘espeot to orlgl exce&}or movies,
Copyrightr

RARIAFEU X

software

YA ) B B o

fine art works, which enjoy 50-

year protection)

ii) Trademarks

Trademarks are generally protected by registration but certain marks, including logos,

cannot be registered if they are:
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- not distinctive;
- widely used;
- descriptive of the goods or services in question; or

- misleading, deceptive, or identical to or confusingly similar to existing registrations.

Priority Rights

Viet Nam adopts a first-to-file rath Al priority system, so that an earlier
application for a trademark establi '&The date of priority is generally

the date of application, but thi plication has been made in

another member country of

Trademarks that have been | ance with an international

treaty can also be established protection by the trademark

office. Applicants who wish 1o r ; establishing a right of priority
el .

>t in their application for protection and present
VT

evidence in support of their claim of pﬁ@ﬂ&_ e

must make an express statem

Registration Procedure

Viet Nam has adopted the|| a as specified in the Nice

|l
Agreement for the purposes of trademark registration althoughﬁet Nam is not a member of
| - o |
the Nice Agreement: ﬂlﬂqtﬂﬂrﬁjﬂna tlnflii by the applicant to
establish whether t r ny simil ark has already been registered before applying
TR I N AN A Y
9
Applications can be made either for international registration (including Viet Nam) through

the World Intellectual Property Organisation or directly in Viet Nam.

“Well-known” Trademarks
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Trademarks may still be protected in Viet Nam in the absence of firstto-file priority. “Well-
known” trademarks in Viet Nam are protected in perpetuity. A trademark will be deemed

well-known if it has wide public recognition as evaluated on the following criteria:

- number of customers;
- location for sales;

- sales turnover;

- the number of years in continu : 4
— ———
- reputation of goods or servieﬁf _ “
- the number of countries s b ed or recognised as well-
known; and
- costs for an assignment or li ' ',, ' in apital contribution value of
the mark.
iii) Patents

An invention is defined @ i which is—new .in/comparison to existing
olicable to various social and

economic fields. The following are excluded from patent prot tion: scientific discoveries,

theories, or mathematigal ‘hﬁ' i ods for performing
mental acts; methﬁtﬂﬂng ﬂfjilﬂ ﬁﬁl s,'and doing business;
computer progr ;_ the_presentation fﬁf rmation;_sofutions of trﬁ haracteristics
only; plant Qiﬂa agnﬁ ﬂi;@oi‘i&ﬂlﬁ mr%jaﬁ Ejn which are
principally ofqa biological nature, other than microbiological processes; and human and

animal disease prevention methods, diagnostic and treatment methods.
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An applicant unable to secure protection as an invention patent may qualify for protection
as a utility solution patent (which is essentially an invention without involving an inventive

step).

Priority Rights

The priority of applications for patent protection'is determined by either the date on which
NOIP receives the application or in.accordance wiih the applicable international treaties.
Applicants relying on international-treaties t(zF establishwa right of priority must make an
express statement to that effectinttheir.application and present evidence in support of their

claim of priority.

1
" |

i

Viet Nam is a State Party to the Patent Cobperaﬂ_pn Treaty (“PCT”). State Parties to the PCT
have agreed to permit an applicant to Wait for:'upd’-to 30 months after the initial filing of a

patent application in one countiy ta begin:prosecuting the application in other countries.

Vietnamese law extends this period to 3% -months.f':-ff"-_

Registration Procedure st b _
Patent applications canj Be—maée—eﬁheHePLmemaﬂenai—Fefgigtration under the PCT
procedure or directly in \./i‘et'Nam. Applying for patent protectibr‘{ directly in Viet Nam will
only be possible if the invention or utility solution has not been made public anywhere in the
world by being used or!described infa written|publication before thé:filing date or priority

date, as applicable. A patent application must be submitted to NOIP.

NOIP publishes the" application n "the industrial “property "gazette” after preliminary
examination and acceptance of the application. A substantive examination will only be
carried out upon request by the applicant or a third party. A substantive examination

determines the patentability of the invention or utility solution and its scope of protection.

iv) Industrial Designs
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An industrial design is evaluated for worldwide novelty in the same way as an invention
which requires a substantial distinction and uniqueness when evaluated by a person having
ordinary skill in the relevant area. Excluded from the protection of industrial designs are
mere functional or technical features of a product’s appearance, external features of civil or
industrial construction works, and the shape of a product which is invisible during the use of

the product.

A technical design should not be diselosed in any form-orin any jurisdiction until the date of
filing for protection. This is to-maintain.its.worldwide novelty. Priority rights over protection of
industrial designs are achieved by the.same|way as for trademarks and patents. Since

]
international applications aie not@available for,pl:otection of industrial designs, applicants

need to register in Viet Nam through NOIP. —

v) Copyright :

Owners and Authors of Copyright ".f-,.{--_!_

There is a distinction between owneré and authé@%} works. An author is a person who
creates all or part of a literary, artistic-or écientifi&(t&/érk‘. ‘Those who translate, adapt or edit
works are deemed to be the-authors-of-thei-derivative-work: “Otvners of works may be
authors or co-authors, authorities or organisations which deleg’a?e a duty to an author to
create a work, individuals or'b-rganisations which contract with an author for the creation of a
work, heirs who inheritta 'work fromi [@nfauthor swhe! was! also the ©wner of a work, and
individuals and organisations to which ownership rights over a work are transferred by
contract. Rightssavera werk include-personal rights (includingsthe sight tesname a work and
to permit others'to'use the work) and property rights (including the right'to receive royalties
and to rent out the work). These rights are divided into three types: (i) rights of an author; (ii)

rights of an owner; and (iii) rights of an author who is concurrently the owner of a work and

therefore holds full personal and property rights over a work.

Establishment of Copyright
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Copyright arises from the moment a work is created in a definite form. The Civil Code
provides that copyright protection in respect of foreign individuals and entities will be limited
to works which are first published or disseminated in Viet Nam, or which are created and
take a definite form in Viet Nam. Works of foreign authors not first published in VietNam

must be published in Viet Nam within thirty days of first publication.

Viet Nam has acceded to the Berne Conventionfor the Protection of Literary and Artistic
Works that provides the protection ef Vietnamese copyright law to qualifying works under

the Berne Convention.

Registration of Copyright L 4
Authors, co-authors and owners of works have;the right to apply for the registration and
protection of copyright and ownership of sueh w'érké to the Copyright Department under the

Ministry of Culture, Sports and Tourism+

£

-..i’.'.!_
The application must be supported by evideneg—of the applicant’'s authorship and/or
ownership of the work. Where the-application is in order, the-applicant will be issued with a
Copyright Certificate1 within:t5working-days-from the receiptof the application.
The Ministry of Culture, Sports and Tourism has primary responsibility for the protection of

copyright in Viet Nam and ié‘assisted at the local level by a ne{work of Culture, Sports and

Tourism Inspectors.

vi) Transferyof IntellectualsProperty .Rights

Industrial Property

Owners of industrial property that is protected in Viet Nam (except for “geographic
indications”) may license the right to use or transfer ownership of such objects to a third
party. Exclusive licensees of the right to use industrial property may further sub-license their

right to use.
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Registration Requirement

License or assignment of industrial property rights must be made by a written contract. A
licensing or assignment agreement must include certain provisions set forth by law such as
the particulars of the parties, price, rights and obligations, scope, term, and territory for
licensing. Assignment of certain types of industrial property, including inventions, industrial
designs, layout designs of an integrated cireuit, and trademarks, must be registered with
NOIP. The licensing of industrial property rights istbinding on the licensor and the licensee
without registration with NOIP, but-is ineffectilr/e againststhird-parties until registration with

NOIP.

Duration

The duration of licensing contragts Js limitedlc; the valid duration of the certificate of

protection2 for each type of industrial property. ‘;

Prohibited Terms A -":.rf-'_! _

Certain terms restricting a |icensee’s>—ri'ghts may. bﬁ?ﬁi‘/alid, especially those terms that do
not originate or protect the rights of the-ficensor. These terms include:

- prohibitions on the licensee’s innovation or improvement of the licensed objects of

industrial property (except for trademarks), or any obligation of fhe licensee to transfer such
improvement to the licensor free of charge;

- direct or indirect limitsion the licensee/s exporizof goods jor'services provided under the
industrial property object license contract to territories where the licensor is neither the
owner of the, corresponding. industrial.property. right. nor the, exclusive.imparter of such
goods (e.g., where the licensor/grants exclusive licence of'the industrial property);

- any obligation of the licensee to purchase from a source appointed by the licensor and
without product quality assurance of all or a certain percentage of materials, accessories, or
equipment from the licensor or another supplier; and

- prohibitions on the licensee’s claim in respect of the validity of the industrial property right

or the licensor’s right to license.
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Other Statutory Obligations and Restrictions

The licence or assignment of the trademark must not cause confusion in relation to the
characteristics and origin of the goods or services bearing the trademark. The current
regulations prohibit the licence or assignment of industrial property rights for the purpose of

squeezing out competitors and attempting to.monapolise the market.

Licence of Copyright and Related Rights
-

Authors and owners of copyrights.may transfer all or part.of the property rights over a work
to others under a contract or under the laws on inheritance. The personal rights of an author
are not generally transferablegbut an author erﬂo is concurrently. the owner of a work has a

limited right to transfer some ofthis/hen per’s;onal'Tig'hts.

/
vii) Enforcement of Intellectual Property Rights

Course of Action - S

The remedies for industrial property infringement fall into two categories judicial and

administrative. An owner or registefe_(_j__user of ind;:stf_'jal_ property is entitled to commence

proceedings in court for infringement of their intellectual property,;:rights and the courts have

the power to issue an injunction preventing the infringement from’bontinuing and to award

damages. The competent authorities have the powers to enforcessuch an injunction.

Proceedings can be! filed lat NOIP for=verification oflsthe linfringement. The customs
authorities, market management authorities and economicspolice have the'power to regulate
infringing goads and to'take'the necessany action to seize infringing products. The courses
of action available to them include: powers of search; sealing up of premises; temporary
detention of persons; temporary custody of goods; and the suspension of production and

sale of goods.

Administrative Penalties for Infringement



202

Infringement of rights over industrial property objects shall be subject to penalties in the
form of either a warning or a fine. Other sanctions may also be applied such as the
suspension of a business licence; confiscation of counterfeit goods, facilities or materials
used in the infringement; compelled destruction of counterfeit goods; distribution or use of
counterfeit goods for non-commercial purposes; and compensation for damages. Penalties
must be applied within one year, or two years for business activities which infringe legal
rights of registered trademarks, geographical indications, inventions, or industrial designs,
following the date of the infringement. Afteg these-statutory time limits have passed,

infringers will not be subject tespenalties.

Border Control 7 v
The Law on Intellectual Property allows Cus:tp.ms authorities. to apply border control
measures for all goods that infiinge on in:[elleotu‘};gl oroperty rights. Border control measures
include:
- suspension of customs procedures for goods suépected of infringing intellectual property

'y 4 ,J.l
rights; and —

- inspection of goods so that an intéile‘étdal properft'f.r"i"gjﬁt helder may collect information to
exercise the right to request suspension-of customs procedures:. -

Customs authorities can suspend the release of goods where there is: (a) a request from the
intellectual property right holder, (b) production of protection certn‘lcates and evidence of
infringement, and (¢) a'sum of Mmaney has been“deposited or abankiguarantee has been
provided for possibléicompensation to persons later determined to have not infringed on

intellectual propertyrights;

4. DISPUTE SETTLEMENT
i) Conciliation and Mediation
The laws of Viet Nam emphasise the need for parties to settle their disputes by conciliation
and mediation. Parties are encouraged to seek the assistance of the relevant authorities to

arrive at an amicable solution to any dispute. A settlement agreement reached between the
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parties during mediation or conciliation is currently treated in the same way as a normal
contractual agreement, with the usual contractual remedies available for breach of its
provisions. Where litigants are required to attend conciliation meetings chaired by a judge,
the settlement agreements reached, and thereafter recognised by judges’ decisions, are

final and enforceable against the parties.

If conciliation and mediation fail, the parties may sefer.ihe matter to various fora, including
international arbitrators, commercial arbitrators in Viet-Nam, Vietnamese courts, or foreign

courts.

ii) International Arbitration v

In 1995, Viet Nam ratified thetCoavention on th:e.Recogn/tion and Enforcement of Foreign
Arbitral Awards (“New York @Gonyention”), Sh<-)",rtl§/- thereafter, the Ordinance on Foreign
Arbitral Awards was passed proyiding:for: dome-sdt'i_c enforcement of foreign arbitral awards.
This was subsequently repealed By the‘new C/{;HtProceed/ngs Code (“CPC”) which took

Ao st 04
—

effect on 1 January 2005. : —=

General =

Under the CPC, foreign arbitral awards are defined as arbitral awé}ds rendered outside Viet
Nam or within Viet Nam by non- Vietnamese arbitrators. Vietnamese court considers the
recognition and enforcementiof & foreign arbitral @ward whenthetaward has been rendered
in or by arbitrators ofia country being a party to the New York Convention or, in case of a
country notbeingra party-to theNew-York Conventionsto-thesextentthat suchscountry grants

reciprocal treatment to Viet Nam.

Organisations and individuals who obtain favourable foreign arbitral awards or their lawful
representatives may file a petition with the Vietnamese court to request for the recognition
and enforcement of the award, provided that: (i) in respect of an organisation, the obliged

organisation has its head office in Viet Nam; (ii) in respect of an individual, the obliged
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individual resides or works in Viet Nam; or (iii) the properties subject of the enforcement of
civil decision, judgment of foreign court, or decision of foreign arbitration, are in Viet Nam at

the time the petition is filed.

The CPC has significantly broadened the scope of recognition and enforcement of foreign

arbitral awards in relation to business an

iii) Foreign Courts — ;
Under the laws of Viet Nam%

Judgments issued by foreig u

most commercial relations.

isputes to a foreign court.

Nam unless Viet Nam has
signed a bilateral treaty with the r rftctg nforcement of that country’s

court judgments.
iv) Domestic Arbitration

Viet Nam. It is expected that me o réﬂ will be established in the

near future.

¢ o Q
Under the Ordinan@fyoﬂw;gimrﬂanErﬂeﬂaﬁ]sﬂj may be resolved by
arbitration)%e itration tribunal ma n hr bitrators or arbitrator as
agreed by the parties.
Commercial arbitrators in Viet Nam have jurisdiction to arbitrate commercial disputes.

Under the Ordinance on Commercial Arbitration “commercial disputes” includes disputes

relating to the sale and purchase of goods, provision of services, distribution,
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business representation and agency, custodianship, leasing or hiring, hire purchase,
construction, consultancy, licensing, investment, finance, banking, insurance, exploration

and exploitation, transportation, and other commercial activities.

The laws of Viet Nam allow parties to a dispute with “foreign elements” to: (i) appoint
foreigners as their arbitrators provided that the appointed foreigners are qualified to act as
arbitrators in their own countries, and (ii) to agree onstheapplication of a foreign substantive
law, foreign arbitration rules, foreign Ianguageg,for arbitral'proceedings, and an appropriate
location for arbitral proceedings inside~or outside Viet Nam.Arbitral awards issued by
commercial arbitrators in Viet'Nam*will be enforced in Viet Nam. Arbitral awards given by
the commercial arbitrators under the Ord/'/j_)anct_e on Commercial Arbitration do not need to
be recognised by a Vietnamese court. Féllowirlllg.the arbitration proceeding, a successful

claimant is entitled to bring the relevant'érbitral-awérd to the relevant enforcement agency

for enforcement unless such arbitral @award is cancellied by a Vietnamese court.
i rl. F’
ald v ol

Although the Ordinance on CommerC/a/ Arb/trat/ortgrves parties to a dispute an opportunity

to request a relevant V|etnamese court to cancel an arbitral award the court may only

review procedural matters__ §nd cannot re=hear the dispute. The qoyrt may, at the request of
a party to the dispute, cancel an arbitral award given under the}' Ordinance on Commercial
Arbitration in the following ci;cumstances: ‘

- the parties do not have an arbitration' agreement;

- the arbitration agreement is void (for example, the party to the relevant agreement does
not have thé autherity to’Signisuch an agreement);

- the composition of the arbitration tribunal or the arbitral proceedings is not in accordance
with the agreement of the parties;

- the dispute does not fall under the jurisdiction of the relevant arbitration tribunal;

- the relevant arbitrators are in breach of their obligations; and

- the arbitral award is contrary to the public interest of Viet Nam.
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Unless otherwise stipulated by law, the statute of limitation for arbitration proceedings is two
years from the date of the dispute. The parties have 30 days after the arbitral award is given

to apply to the court for cancellation of the award.

The Ordinance on Commercial Arbitrati es the following restrictions on the

W@/

. .,

selection of governing law in arb|trat

- disputes between Vietnam cordance with the laws of

Viet Nam; and

- disputes involving a “forei rdance with any law agreed

between the parties to the nd the application of that

-*Lv -

(a) one party to the dispute is a fore|gﬁ"
..—"'-‘;-”" AL

(b) the basis of the dlSputﬁl’lSGS out3|de of’\fét

(c) the assets relating to the ’:"";:*”—:'"":"__’“""f" tside

v) Vietnamese Courts

The Vietnamese Cﬂ efﬁﬂ ?onomic Court, Civil
Court, Labour Co r|m|naI CourtErkte jurisdic |onioj each type of court is different,
depending ﬁm ﬁ %mbﬂ ﬁlﬂ over most
commermal'i ﬁa’n‘rﬁlﬂﬂ W !T

Viet Nam has unified its court procedures for the different courts under the CPC. Under the
CPC, all disputes, whether civil, commercial or labour, are now subject to the same set of
procedural rules. A dispute may, depending on the type of dispute and the value of the

dispute, either be heard at the district court or the provincial court at first instance. The
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recognition of foreign judgments and foreign arbitral awards fall under the jurisdiction of the

provincial courts.

Generally speaking, court procedures in Viet Nam can be divided into three distinct stages:
first instance, appeal and review (second appeal). Most cases go to both first instance and
appeal as parties are entitled to appeal against @ judgment within 15 days of the judgment.
In this case, first instance judgments are not enforceable until the case has been disposed

of by the appellate court.

Under the laws of Viet Namg@nyoné may petition for review (second appeal) of a case (on
]

the grounds of legal errors.@f newly discovered gvidence) whether they are a party to the

proceedings or not. The decision o grant such.a review is made administratively by either

the Chief Judge or Chief Prosegutar of a c;ompete'}nt court or Presecutor.

' )
The CPC and its guiding regulations provide for a: r"ﬁuoh more comprehensive set of rules on

4 [ -_,J‘_.l
the application of important remedies such as preliminary injunctive relief. In certain cases,

o

the CPC also allows parties to appl{/f&ir; temporary"rﬁ'-éé_shres evep-before the court formally

accepts a case for resolutiori: -

Decisions and judgments issued by Vietnamese courts are enforceable in Viet Nam.
Foreign investors should be. aware of certain statutes of limitation. In general, the CPC
provides that the statute of limitation for initiating court proceeding is 2 (two) years from the

date the disputé atises.

vi) Enforcement Process
Following the court or the arbitration proceeding, the successful claimant is required to
initiate the enforcement process by sending an application to the enforcement authority in

cases where the involved parties fail to voluntarily execute the judgment or decision. The
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statute of limitation for filing an application for enforcement of a court judgment or decision
is three years from the effective date of the court judgment or decision. Except for limited
cases wherein claimants are exempted from enforcement fee obligation. The claimant is
responsible for paying an enforcement fee in accordance to a scale based on the value of

the assets which such claimant actually receives.

Any dispute as between domestic investors or as/between a domestic investor and a State
administrative body of Viet Nam rélating to investmentactivities in the territory of Viet Nam
shall be resolved at a Vietnamese arbiiration body or court. Any dispute to which one
disputing party is a foreign#investor or an eqlterprise with. foreign owned capital, or any
dispute as between foreign.invesiors shall be résglved by one of the following tribunals and
organisations: | . _,.

- A Vietnamese court; o
- A Vietnamese arbitration body;

- A foreign arbitration body; : i
- An international arbitration body; e T _

te)

- An arbitration tribunal established pursuant to the agreement of the disputing parties

Any dispute between a foreign investor and State administrativé body of Viet Nam relating
to investment activities in t%e territory of Viet Nam shall be ’resolved by a Viethamese
arbitration body orscourt; unless otherwise 'provided in a contract signed between a
representative of a competent State body of Viet Nam with the foreign investor or in an

international_treaty of which,the‘Socialist Republic of Viet'Nam fis amember

V. PERFORMANCE REQUIREMENTS

No performance requirements imposing limits on trade and investment or any TRIMs.
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Investors are not compelled to satisfy conditions on compulsory sales markets (exports or
domestic sales), localisation rations, development of domestic resources or other

requirements relating to technology transfer and labour recruitment.

VI. INVESTMENT INCENTIVES

1. PREFERENTIAL CORPORATE INCOME TAX'(C1F)

w
Other than the standard tax rate, preferential rates of 10% and 20% apply to a number of

investment projects which satisfy certain Condlitions such as investment in certain fields of
business and/or in encouraged geographical loLations. Specifically:

(a) CIT at 10% for 15 years ) %

The preferential tax rate applies 10 new!_y—gstabliéﬁgdforeign Investment Companies (FICs)
from investment projects in areas with specially djﬂ'}gglt socio-economic conditions as listed
in the Appendix issued with Decrés ,No.124/2"g_é'873\|D-CP dated 11 December 2008

(“Decree 124”), and in. Economic=Zones . (EZs) “and High-tech Zones (HTZs); or

newlyestablished FICs frorrﬁnveqrmen‘r projectsiinthe sectorsof 'Q_) hightech;

scientific research and te-(f‘ﬁnological development; (ii) investméh’t_lin development of water
plants, power plants and water supply systems; in bridges, roads and railways; in airports,
seaports and river-ports; ingair fields, stationsiand otherntspecially, important infrastructure
works as decided by, the” Prime Minister of the Government; ‘and (iii) computer software

products (the “Sectors”).

(b) CIT at 10% for up to 30 years

In the case of newly-established FICs from investment projects in the Sectors which are on
a large scale, with high-tech or new tech and which have a special need to attract
investment, the duration of applicability of the preferential tax rate may be extended but the

total duration shall not exceed 30 years.
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(c) CIT at 10% for the whole operational period

The preferential tax rate applies during the whole operational period to that part of income
of any enterprise operating in the sectors of education and training, occupational or
vocational training, medical health care, culture, sport and the environment (“Socialisation

Sectors”).

(d) CIT at 20% for 10 years 2

The preferential tax rate appliesto newly-established FICs from investment projects in areas
with difficult socio-economies€ondiiions as listed in the Appendix of Decree 124.

1
The duration of applicability.ef the preferen__tial téxprates is calculated consecutively from the

first year in which the enterprise has turnover frem the activity or operation entitled to the

i
1 -

preferential tax rate. After the stated preférential:tax' rate expires, the normal CIT of 25% will
be applicable for the remaining years of the relevéht‘project With respect to oil and gas or

rare and precious mineral exploitation p‘rO]eots th‘b'ClT rate, subject to various conditions,

J

ranges between 32% and 50%. A specnflc rate forfbese types of projects will be determined

o
,‘I .'s—i

by the Prime Minister at the proposal of MOF

2. EXEMPTIONS AND REDUCTIONS OF CORPORATE INCOME TAX
In addition to preféerentiall CIT rates,/ FICs and “foreign 'parties to) Business Co-operation
Contracts (BCCs) may enjoy CIT exemption between two (2) to (four) 4 years and a 50%

reduction in"GlTiletween-foun (4)tomine™(9) years subsequently. Specifically:

(a) Newly-established FICs from investment projects in (i) areas with specially difficult socio-
economic conditions as listed in the Appendix of Decree 124, (ii) EZs and HTZs, and (iii) the
Sectors are exempted from CIT for a period of four (4) years and are entitled to a 50%

reduction of the amount of CIT payable for a period of nine (9) subsequent years.
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(b) Newly-established FICs in the Socialisation Sectors operating in areas other than areas
with difficult or especially difficult socio-economic conditions as listed in the Appendix of
Decree 124 are exempted from CIT for a period of four (4) years and are entitled to a 50%
reduction of the amount of CIT payable for a period of five (5) subsequent years.

(c) Newly-established FICs from investment projects in areas with difficult socio-economic
conditions as listed in the Appendix of D re exempted from CIT for a period of
two (2) years and are entitled to a 50% mount of CIT payable for a period

of four (4) subsequent years n and reduction is calculated

consecutively from the first |ncome from an investment

e

project. If an FIC does not years as from the first year

in which it has turnover fro tion of tax exemption and

CIT Prefere
50% reduction (after
FICs
exemption)
Newly-established FICs from |nvestmeﬁj‘..'m‘b§6'ts Ipf'ﬁi.
areas with specially diffi io-
9

conditions; economic zone

the Sectol

ﬁﬂ”ﬁ TENS

Newly-established F%s from investment prOchts in

i
e
-
-

3. OTHER INCENTIVES

Carried-Forward losses
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During the operation, any losses incurred by FICs or foreign parties to BCCs in any tax year
may be carried over to the following years and such losses are deductible from taxable
income. Losses may be carried forward for a maximum period of five (5) consecutive years
as from the year following the year in which the loss arose. Carrying-back of losses is not

permitted.
Profit Remittance Tax
From 1 January 2004, profits derived.from foreign investments in Viet Nam are not subject to

profit remittance tax.

VIl. PROMOTED AREAS/SECTORS

.

_—

SECTORS ENTITLED TO INVESTMENT INCEN;TIVES
(The list of sectors entitled 40 investment incentives. is issued together with Government
Decree No.108 /2006/ND-CP dated 22 §eptemtj’9{d2006 making detailed regulations and

providing guidelines for implementation- of the  Law on Investment)

g

1. LIST OF SECTORS TO WHICH SPECIAL INVESTMENT JINCENTIVES SHALL BE
GIVEN

(a) Production of new materials, new energy;aproduction of high-tech products, bio-
technology products, | info-technology products; production of manufactured mechanical
products

1) Production ofi¥compeOsitel matetials;y light [constructionmaterials; rarefland precious
materials

2) Production of high quality steel, alloy, special metals, sponge iron; steel billets

3) Production of new energy: Construction of plants using solar energy, wind energy, bio-

gas, geothermal energy, tides
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4) Production of medical equipment for analytical and extractive technologies in medical
sector; orthopaedic instruments, wheelchairs, specialised instruments for the disabled 5)
Projects applying advanced technology, biotechnology to produce medicines meeting
international GMP standards; production of drug materials for antibiotics
6) Production of computers; information, telecommunications and Internet equipment;
pivotal info-technology products
7) Production of semiconductors and high-tech eleetronic components; production of
software products, website applications; provision—of software services; research on
information technology; trainingshtimans-résources in the field of info-technology
8) Production and manufacture «of precisiorlw mechanical "equipment; equipment and
machinery for examination and control of safet;;_ during the process of industrial production;
industrial robots _g

| A

(b) Cultivation and processing of agricultural, foréstry and aquatic products; making salt;

. . -, '
production of man-made strains, new seeds and breeds of animals

9) Afforestation and taking care of forests =3

10) Cultivation of agricultural, forestry and aquatlc products in uncultivated land,
unexploited waters =

11) Catching of marine produ’cts at offshore sea

12) Production of new strains; propagation and hybridisation of seeds and breeds of
animals with high egonomic efficiency

13) Production, explaitation and refining of salt

(c) Use of high-technology;’ modern “technology;' protection” of+ecological~environment;

research on development and fostering of high-technology

14) Application of high-technology; application of new technologies which have not been
applied in Viet Nam; application of biotechnology

15) Pollution treatment and environmental protection; manufacture of equipment for

treatment of environmental pollution, equipment for observation and analysis of environment
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16) Collection and treatment of liquid waste, gaseous waste, solid waste; recycling and
reuse of waste

17) Research on development and fostering of high-technology

(d) Employment of large number of employees

18) Projects regularly employing 5,000 or more employees

(e) Construction and development of infrastructures and important projects

19) Construction and operation of infrastrjcture facilities in industrial zones, export
processing zones, high-tech zohes®and ‘econemic zones, and of important projects
established under a decision gifthe Prime I\/Iinisiier

i

_—

(f) Development of facilities'in educational, trainiI‘cj]g,a:medicaI, gymnastic and sports sectors
20) Construction of drug detoxification centres or:tobacco detoxification centres
21) Setting up establishments providing:sanitat{gn services to prevent and fight against

epidemics S 2

22) Establishment of geriatric centres, and relieﬁi_c:@;ni[es concentrating on care for the

disabled and orphans

23) Construction of sports¢entres for training and coaching athletes with high performance;
sports centres for the disabled; sports centres with equipmenitand facilities for exercises

and contests, meeting requirements of international’sporting.events

(g) Other sectors of production and servicé

24) Investment in researeh and development{R&D) accounting for 25% orimore of turnover
25) Services of salvage in the sea

26) Construction of tenements for employees working in industrial zones, export processing
zones, high-tech zones, economic zones; construction of dormitories for college students

and construction of housing for people entitled to social benefits
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2. LIST OF SECTORS TO WHICH INVESTMENT INCENTIVES SHALL BE GIVEN

(a) Production of new materials, new energy; production of high-tech products, bio-
technology products, info-technology products, manufactured mechanical products

1) Production of sonic, electric and thermal highly-insulating materials; wood-substitute
synthetic materials; fire-proof materials, construction plastics, fibreglass, special cement

2) Production of non-ferrous metals; cast-iron refining

3) Production of moulds for metal and-non-metal produets.

4) Construction of new power plants, electricitftransmission and distribution networks

5) Production of medical equipmentybuilding sterage for preservation of pharmaceutical

products and for storing human medicaments for prevention of and fighting against natural

disasters, calamities, dangerous epidemics -

_—

6) Production of equipment for tgsting toxic Subs'gances in foodstuffs

7) Development of petrochemicalinddstry.

8) Production of coke, activated cafon /A

9) Production of crops protection drigs;, insecticides! preventive and curative drugs for
animals and aquatic creatures, veterinary drugs

el

10) Materials for productioh of drugs, preventive and curative drégs for social diseases;

vaccines, medical bio-pfaducts, medicines from pharmaceutical materials, oriental
medicines

11) Construction of gstablishments, for biological testing; and fer evaluating effects of drugs;
construction of establishments meeting criteria’ for produetion,” preservation and testing of
drugs; cultivation, reaping and processing of pharmaceuti¢al materials

12) Development ‘of resources!of pharmaceutical materials land.production.of drugs from
pharmaceutical materials; projects for researching on and proving the scientific basis of
oriental medicine prescriptions, and formulating testing criteria in respect of oriental
medicine prescriptions; conducting a survey of and compiling statistics on various types of

pharmaceutical materials used for production of drugs; collection, inheritance and
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application of oriental medicine prescriptions; search for, exploitation and utilisation of new
pharmaceutical materials

13) Production of electronic products

14) Production of machinery, equipment and components packs in the fields of exploitation
of petroleum, mining, and energy; manufacture of large-size lifting and lowering equipment;
manufacture of machine tools for metal processing; metallurgy equipment

15) Production of high and medium voltage electrie devices; largesize generators

16) Production of diesel engines; production and builaing of, and repair to ships; production
of equipment and spare parissfor cargo. ships, fishing boats;ymanufacture of dynamic and
hydraulic machinery and pa#ts, and compressimg machines

17) Production of equipment, vehicles and maohlnery for eonstruction; production of
technical equipment for the tr@ansportation mdustcy production of locomotives and carriages
18) Production of machine togls, maohmery, eédu;pment, spare parts serving agricultural
and forestry production; food processors; equipménwsed in‘irrigation

19) Production of equipment and machmeTy for thé textlle and garment industry; production

)]
of machinery for the leather industry :

(b) Cultivation and procé_s%ihg_df_a@'TCUItwal,_fmggtTy_aT‘Td—aqT@t@ products, making salt;
production of man-made st;ains, seeds and breeds of animals 1
20) Cultivation of medicinal ﬂants

21) Preservation of-pdst-hanjestyagricdltdral predicts; fpreServation” of agricultural and
aquatic products andifoodstuffs

22) Productien efdeottled-er cannedsjuice. from fruits

23) Production and refining of feed for cattle, poultry, aquatic'creattres

24) Technical services in support of cultivation of industrial plants and forestry plants,
animal husbandry, aquaculture, protection of plants and domestic animals

25) Production, propagation and hybridisation of seeds and breeds of animal
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(c) Use of high technology, modern technologies; protection of ecological environment;
research on development and fostering of high technology

26) Production of equipment for dealing with oil-overflow

27) Production of equipment for waste treatment

28) Construction of technical establishments and facilities: laboratories, experimental
stations for application of new technologies o production; establishment of research

institutes

(d) Labour-intensive production
29) Projects that employ 500 to:8,000regular employees

(e) Construction and development of infrastructt.Jré' facilities

_—

30) Construction of infrastructdre ffagilities in' service of production and operation of
/
cooperatives and communityife in rural areas.
31) Projects for operation offinfrastructure  facilities and production in complexes of
dd I

industries and trades in rural areas i ety

32) Construction of water plants oL water. supp[y_._sy;stems in service of living needs or
industries; construction of dfainage systems

33) Construction and improvement of bridges, roads, airports, orts, railroad stations, bus
stations, parking lots; opening of more railroad routes

34) Construction of.technical ‘infrastructures. for-'densely-populated. areas in localities

provided in Appendix B issued together with this Decree

(f) Development of facilities in educational;, training, medieal, |gymnastic, isports and national
cultural sectors

35) Construction of infrastructure facilities of educational and training establishments.
Construction of private and people-founded schools and educational and training
establishments at all levels: pre-schools; popular schools; secondary vocational schools;

colleges and universities
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36) Establishment of people-founded hospitals and private hospitals

37) Construction of gymnastic and sports centres, exercising clubs, gymnastic and sports
clubs; establishments for production and manufacture of or for repair to equipment and
devices used for gymnastic and sports exercises

38) Establishment of national cultural houses, groups of singers and dancers performing
national music and dance; theatres, \ film ' studios, film printing and developing
establishments, cinemas; production and manufacture ef, and repair to national musical
instruments; renovation and conservation of museums; national cultural houses and cultural
and artistic schools

39) Construction of nationalteUrisp*areas, eco-tourism areas,; eonstruction of cultural parks
1

including sports areas and entertainment areas

_—

(g) Development of traditional trades : y

40) Formulation and development of traditional _'tréd@s in relation to production of fine-art

' <4
and handicraft products; processing 6f agricUIfdral products and food; production of
§ )i Tl
cultural products . =

(h) Other production or sér\?iCF sectors ,
41) Provision of the Ir;te'rnet connection, access and ap;plication services, and
establishment of telephone Booths in regions included in Appetndix B issued together with
this Decree

42) Development of fmeans of public transportation including: development of ships and
airplanes, /means: of, railroad<transportation] tautomabilesjofy 24% seatst or more for
transportation; of passengers by land; modern and high-sped boats for transportation of
passengers by river; container ships, oceangoing vessels

43) Projects for relocation of production establishments out of inner cities

44) Construction of type-I markets and exhibition areas

45) Production of children’s toys
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46) Projects for raising capital and lending capital by People’s credit funds

47) Legal consultancy; consultancy on intellectual property and technology transfer

48) Production of various types of materials for pesticides

49) Production of basic chemicals, purified chemicals, specialized chemicals and dyes

50) Production of materials for cleansers, and additives for the chemical industry

51) Production of paper, cardboard, artificial planks directly from sources of agricultural and
forestry materials at home; production of paper-pulp

52) Weaving fabric, completing textile products; produeing silk and fibres of various kinds;
tanning and semi-processing-efhides

53) Investment projects in«ifdusirialzones, established under a decision of the Prime

Minister s &

— =

3. LIST OF GEOGRAPHICAL REGIONS OF INVESTMENT INCENTIVES

Regions with specially: difficult socio- Regions with difficult socio-
No Province \ s Al
economic cgngitions P;Jf_.ﬂ economic conditions
1 Bac Kan All districtsand fowns. < _,,J.«
2 Cao Bang All districts add towns T— ke
3 Ha Giang "\ All districts and towns
4 Lai Chau . 7/ All districts and towns X
5 Son La AII districts and towns
6 Dien Bien All districts and Dien Bien city
7 Lao Cai Allidistricts Lao Cai city
Ham Yen, Son Duong and Yen
8 Tuyen Quang Na Hang and Chiem Hoa districts Son districts, and Fuyen Quang
town

Luc Ngan, Luc Nam,Yen The and

9 Bac Giang Son Dong district
Hiep Hoa districts

Kim Boi, Ky Son, Luong Son, Lac

10 Hoa Binh Da Bac and Mai Chau districts Thuy, Tan Lac, Cao Phong, Lac
Son and Yen Thuy districts

11 Lang Son Binh Gia, Dinh Lap, Cao Loc, Loc Bac Son, Chi Lang and Huu Lung
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Binh, Trang Dinh, Van Lang and Van

Quan districts

districts

Doan Hung. Ha Hoa, Phu Ninh,

12 Phu Tho Thanh Son and Yen Lap districts Song Thao, Thanh Ba, Tam Nong
and Thanh Thuy districts
Dai Tu, Pho Yen, Phu Luong, Phu
13 Thai Nguyen Vo Nhai and Dinh Hoa districts
u\.\ r Binh and Dong Hy districts
1” an Yen, Van Chan, Van Yen and
Luc Yen, M iand
14 Yen Bai ‘, n Binh districts, and Nghia Lo
ts
ﬂ P O town
Ba Che.and Bip rits \ \
15 Quang Ninh island district and other i i ds e %Cam Pha district
16 Hai Phong Q\\,\ji
17 Ha Nam \M and Thanh Liem districts
i%Thuy, Xuan Truong, Hai Hau
18 Nam Dinh
and Nghia Hung districts
19 Thai Binh Thai Thuy and Tien Hai districts
Nho Quan, Gia Vien, Kim Son,
20 Ninh Binh Ch _
I; and Yen Mo districts
K] .
Muo#
I 1! m
La hanh, Thuong Xuan, Cam Thach Thanh and Nong Cong
21 Thanh Hoa
Thuy, NgBo/Eac. Nhu Thanh andiNhu districts
A RENINYINT
Ky Son, Tuong Duongs#Con Cuong,
A v =% Tan K ia nd Thanh
22 N ! ] 1 | .
Chuo tric
| Anh Son districts
Duc Tho, Ky Anh, Nghi Xuan,
Huong Khe, Huong Son and Vu
23 Ha Tinh Thach Ha, Cam Xuyen and Can
Quang districts
Loc districts
Tuyen Hoa, Minh Hoa and Bo Trach The remaining districts except
24 Quang Binh

districts

Tuyen Hoa, Minh Hoa and Bo
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Trach districts
The remaining districts except
25 Quang Tri Huong Hoa and Dac Krong districts Huong Hoa and Dac Krong
districts
Phong Dien, Nam Dong, Quang
Thua Thien —
26 A Luoi district Dien, Huong Tra, Phu Loc and
Hue
\ r Phu Vang districts
27 Da Nang Hoang Sa ?':b o
Dong Giang, TayGiang, Nan Giang:™|
Phuoc Nam Tra M =
28 Quang Nam 1O |~ Dai Loc and Duy Xuyen districts
Hiep Ru€, Tign PhAtioc i The h\"-
N N
districts a./a r
Ba To, Tgé B Tay, Sor \
29 Quang Ngai Mi ong \ anh and Son Tinh districts
districts, a \
An Lao, Vi
30 Binh Dinh 0ai An and Phu My districts
Catand |
Song Hinh, Dong X Song Cau, Tuy Hoa and Tuy An
31 Phu Yen = ?’ o
Phu H"oﬁdfs'%r'etsf R . districts
lip'mm- lm’l‘.".'.ﬂdi‘ﬂdi’__ — -
_ linh, Dien Khanh and Ninh
32 Khanh Hoa Truo on island dist »
i Hoaﬁstricts, Cam Ranh town
islands of the province
33 Ninh Thuan & A districts g
A IMTBNINEINT
Bac Binh, Tuy Phu Duc Linh,
34 Binh Thua Phu Qu |sland%|strlct
SRS M AN g e
q huan Nam ditricts
35 Dac Lac All districts
36 Gia Lai All districts and town
37 Kon Tum All districts and town
38 Dak Nong All districts
39 Lam Dong All districts Bao Loc town
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Ba Ria - Vung
40 Con Dao island district Tan thanh district
Tau
The remaining districts except
Tan Bien, Tan Chau, Chau Thanh and
41 Tay Ninh Tan Bien, Tan Chau, Chau Thanh
Ben Cau districts
and Ben Cau districts
Loc Ninh, Bu Dan Dong Phu, Binh Long, Phuoc
42 Binh Phuoc
Long and Chon Thanh districts
uc Hue, Moc Hoa, Tan Thanh,
— ~
43 Long An / ¢ Hoa, Vinh Hung and Tan
g / /i & 9
N N Hung districts
- ~ Dong and Go Cong Tay
44 Tien Giang T trict \
- *'é " districts
T -J maining districts except
ThanhPhu Ba Tri‘an
45 Ben Tre ol Phu, Ba Tri and Binh Dai
OCtS &~ ) o
Ll ST districts
'dBTéE; u Ngang, Cau Ke and Tieu Can
46 Tra Vinh Chau Thanh an Cu distric
p districts
"l;r};“:-"f".l-.r!" b B
Y ining districts except
Hon’ai\lgu, Tan Hong, Tam Nong
47 Dong Thap - 4y Tan Hong, Tam Nong
hap Muoi districts
48 Vinh Long Tra On district
49 Soc Trang ¢ ASAl districts v Soc Trang town
Y B 181~ AA G1LONA £ OLL 61/ £ 5
50 Hau Giang m‘ u Jllvslr@ v I q D | r\l '@anh town
The remaining districts except An
A AnPhu, TriTon, Thoai So, hau {=* &
51 An ! 4 Phu,/TriTon; an Chau
nd Tin istriets
| and Tinh Bien districts
52 Bac Lieu All districts Bac Lieu town
53 Ca Mau All districts Ca Mau city
54 Kien Giang All districts, and islands and isles of Ha Tien town, Rach Gia town

the province




223

Industrial zones and export
High-tech zones and economic zones
processing zones established
55 Other regions entitled to incentives, established
under a decision of the Prime
under a decision of the Prime Minister
Minister

4. LIST OF CONDITIONAL INVEST #/T RS APPLICABLE TO FOREIGN
INVESTORS E . s

(issued together with Decree OOWD—@Z September 2006, making

detailed regulations and W delin &mentation of the Law on

Investment)

In common with all countri right to restrict foreign

investment in sensitive field . Investment projects in
conditional sectors must satis

sectors include:

f N[Kgh
Hal

1) Radio-broadcasting, televising —_—r—

PPN -
2) Production, publicatiorl]!‘_amd distribution of cﬂ‘l’? :

3) Exploitation and proce of minerals _
4) Establishment of infrastructure fa munica@ns networks,broadcasting
and transmission networks, pravision of telecommunications and Internet services

5) Construction of pﬁ“%% @%Sﬁ%iﬁowg%ﬁ%s services

6) Construction and a!!eration of river port% sea ports, aigjrts 'y

7) Transpo i%fﬁrﬁﬁﬂpﬁsmﬂxﬁlqg}%nﬂ@ﬂ%}a, by inland
waterway

8) Catching of marine products

9) Production of cigarettes

10) Trade in properties

11) Doing business in export-import and distribution sectors
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12) Investment in education and training sector

13) Hospitals, clinics

14) Other investment sectors in international treaties of which Viet Nam is a member and
which require Viet Nam to commit to restricting the opening of the market to foreign

investors

Investment conditions applicable to foreign investors with investment projects included in
investment sectors that are stipulated-in the above seetors must conform to provisions of

international treaties of which et Nam-is.a member.

i
Most importantly for foreigatinvestors, “conditional sectors™ also include all “investment

fields under international treatiesstoswhich.VietsNam is a member committing to limited

i
1 -

. . 4 .
market access to foreign investors®. For example, this covers the market access roadmaps

contained in Viet Nam’s WTO acgession package‘-;::'
A -’-:...rf-'.. _
et f

For business sectors that are made “Conditional” b;é—'rﬁfernational commitments, Decree No.

108/2006/ND-CP dated 22, September 2006 of the Goverfiment, which implements certain

provisions of the IL (“De'(_:_rjée 108"), provides that the appllcat%fe_',-requirements are those
specified in the treaty or other agreement relating to interaational commitments. For
example, under WTO comm&ments, investors from WTO membér countries are permitted to
establish engineering firms in-Viet Nam on.the condition that for 2 years after the date of Viet

Nam’s accession, 100% foreign-owned companies may only provide such services to other

foreign investmeni enterprises in Viet Nam.

For sectors which are declared conditional but are not mentioned in international
agreements, investors must look at domestic laws to find the applicable conditions. For
example, the relevant conditions for investment in “real estate business” are contained in

the Law on Real Estate Business.
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5. RESTRICTIONS

Areas prohibited by law include:
- investment projects detrimental to national defence, security, and the public interest;

- investment projects detrimental to historical and cultural traditions and the ethics or

{’yﬁroymg natural resources and the

m and investment projects

customs of Viet Nam;

- investment projects harming pe
environment; and
- investment projects treatin

manufacturing toxic chemic
VIII. TAXATION
1. CORPORATE INCOME T

Corporate Income Tax (CIT) Rat

‘l;_'__
With effect from 1 January 2009, the pegﬁ/v 2l
—-i'_,#_,‘ _.-’_-:, -

(as opposed to 28% preﬁusly applicable to For

oduces a standard CIT rate of 25%

t. Companies (FICs) and

foreign parties to Busi ‘Co-operati both local enterprises

operating under the Law ormnterpriées a including frmlgn parties to BCCs. FICs

and foreign parties to BCCs Whigh obtained invéstment licences or certificates before 1

January 2009 wil ﬂtuﬂ f.]omﬂ WFHEN A stpuietea in the

investment licence or cer’uflcate

ARAINTU NN TN L

2. CAPITAL TRANSFER TAX

The tax rate applied to capital transfer is 25% and 20% of the assessable income with
respect to corporations and individual tax residents, respectively, and 0.1% of the transfer

price with respect to individual non-tax residents. Upon obtaining the amendment to the
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investment certificate, the transferor is required to register the transfer of capital with the tax

authority.
3. VALUE-ADDED TAX

Value-Added Tax (“VAT”) applies to the supply. of goods and services for use in production,
business or consumption in Viet Nam. VAT is calgulated on the sale/purchase price of the

relevant goods or service before the-addition ()_EVAT.

The applicable VAT rates are 0%, 5% and ]10%, of which the normal rate of 10% is
]
applicable to most goods_and services; 5% for a number of encouraged goods and

services; and 0% for exported ones and Lnter:r;ational transportation. Certain goods and

services are exempt from VAT, e.g.,hnproc}iesé’-ed agricultural products sold by the

-

producer, certain insurance sefvices and certainimported equipment. The difference
between being subject to VAT at 0% and-being éﬁ(éTnpt from VAT is that, in the former case,

Y i de i Al
the input VAT can be claimed from thetax authority?f_‘

u oy
gl

- VAT Exemption§ =

Foreign-invested b}oj'ects shall be exempt from VAT wi"tﬁ respect to the following
imported items: .

- machinery,. equipment”and materials which lare | not yet “able to be produced
domestically and whigh are required to be imported for direct use in scientific research and
technologicaldevelopment activities;

- machinery, equipment, ‘replacement” parts, specialised”means "of“transportation
and materials which are not yet able to be produced domestically and which are required to
be imported to carry out prospecting, exploration and development of petroleum and
natural gas field; and

- aircraft, drilling platforms and watercraft which are not yet able to be produced

domestically and which are required to be imported to form fixed assets of enterprises or
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which are leased from foreign parties for use in production and business and in order to be

subleased.

4. PERSONAL INCOME TAX

On 21 November 2007, the National Ass

y of Viet Nam passed the new Law on
Personal Income Tax (“PIT”), which ce #f) 1 January 2009. The Government
issued Decree No. 100/2008/N @008 “Decree 100”) and MOF

issued Circular No. 84/2008/T

guidance on the Law on Per.

» Taxpayers
Under the new Law oniPer:
non-tax residents.

- A tax resident who ( ingietN 7 s or more within a calendar

income (regardless of wher |- e in i< n-seurced income.
|

- A non-tax resident Who does not fall under the category of tax resident above is

subject to PIT on mﬁwuﬁq m Ejmv] j QN EJ q ﬂ j
» Non- taxable Income and Allowable Deduct

oA T I I A TANE R

The fo?lowmg incomes, among others, are not subject to PIT:
- Income from the transfer of immovable properties between spouses; parents and
children; adoptive parents and adopted children; parents-in-law and children-in-law;

grandparents and grandchildren; and between siblings;
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- Income from the transfer of residential houses, residential land use right and
properties attached thereto in case the house or the land is the only place for
accommodation of the transferor;

- Income being receipt of an inheritance or gift of real property as between husband

and wife; as between parents and children, including foster parents and adopted children;

as between parents-in-law and childr ,I as between grandparents and
grandchildren; and as between sibli /)/

"-n/ﬂmstltutlons/ banks and interest

- Interest income from J)
from life insurance policies; 7
- Income from overs

- Salary for night-s

- Pension paid by th

flj-__ ot
policies, compensations for aomdents‘&mﬂe —
= ::,-r..l‘:'a'a' L%/ i

- Income earned frgw charity (n ("on proﬂ‘f)‘fu Js

- Income from nf""""'""":—:‘—"r:--f jovernmental fol @ aids for charity and

humanitarian purpose.

Family Dedﬁcﬂﬂ Erfj ‘V] ﬂ w %Jw ﬂ f] ﬂ ‘j

Under the néw PIT regime, sums ‘galled as “famlly deductions” may be deducted
from the taﬁalwqﬁ ﬁﬁﬁwmxﬁwm (E]aqeﬂegj prior to the
assessment of tax. Family deductions include:

- Personal deduction of VND4 million/month (approx. USD240.00/ month); and

- Dependent deduction of VND1.6 million (approx. USD100.00/dependent/month).
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Under Circular 84, a dependent means a person that a taxpayer has obligations to feed up
or support, including (a) infant or offspring being handicapped or incapable to work, and
(b) individuals having no income or having incomes not exceeding VND500,000/month
(approx. USD31.00/month) including offspring studying in universities, colleges, high
schools or technical and vocational schools; spouse who is incapable of working; parents
over the working age or incapable of working; and other persons directly reared or cared for
by taxpayers who are over the working age, or within the working age but is disabled, with

no residence.

There is no limit on the mumber ol dependent reporied by each taxpayer but each
]
dependent must be reportedi©ncebytaxpayers, 4

_—

Other Deductions: . Y

Taxpayers can claim dgdugtions from- their. business incomes and employment
. Lo o !
incomes for the compulsory contributions of “Social Insurance, Health Insurance,

J | aind #e sl
professional indemnity insurances, and-ether statutory insurances.

hif .
[ el

Furthermore, donations—to-licensed charity organisations, including humanitarian
funds and study encouragement funds established and operating under Decree No.
148/2007/ND-CP dated 25 Séptember 2007 may also be deducted from business incomes

and employment incemes of taxpayers.

» Personal Income Tax Rateg Applicablejto Tax Residents
The scale ofgprogressive tax rates on each portion of income that applies to business

income and employment income are as follows: Exchange rate USD1 = approx. VND17,000

Portion of Annual
Portion of Annual Assessable
Tax Bracket | assessable Income (million Tax Rate (%)

Income (million VND)
VND)

1 Up to 60 Upto 5 5
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2 Over 60 to 120 Over 5 to 10 10
3 Over 120 to 216 Over10to 18 15
4 Over 216 to 384 Over 18 to 32 20
5 Over 384 to 624 Over 32 to 52 25
6 Over 624 to 960 Over 52 to 80 30
7 Over 960 . Over 80 35

Flat tax rates for other taxable income: \\‘ I/
S
e

Tax Rate (%)

5

5

10

10

20

0.1

25

2

Income Items

Tax Rate (%)

goods & sﬁices):

TNYINT

er business activities

1. Business income (on turno; l/er arising

(a) For trading activities

fuLiINg

(c) For production, gg»nstructlon transportatlon and ot

(b) For services

>

2. EmplﬁeS&g
3. Capital inv en
o]

million)

4. Capital t‘rlansfer (on transfer price) 0.1
5. Transfer of immovable properties (on transfer price) 2
6. Royalty and franchise (on the portion of income exceeding VND10 million) 5
7. Prizes, inheritances and gifts (on the portion of income exceeding VND10 0
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5. IMPORT AND EXPORT DUTIES

» Tax Rates

Export duties are charged on a few items, primarily agricultural products (e.g. rice, forest
products and fish) and natural minerals. Rates vary between 0% and 50% of the FOB price
of exported goods (in accordance with Resolution 977 passed on 13 December 2005 by the
Standing Committee of the National Assembly). Petreleum oil is subject to an export duty

rate between 0% and 8%.

Import duty rates are now classified intothree qategories as follows:

- preferential rates vary between 0% and 151)% of the CIFE price of imported goods in
accordance with Resolution 947. Preferenﬁ-at raég are applied to goods imported from any
one of some 60 countries whichshave MEN statu%vvith Viet Nam;

- ordinary rates apply to goods imported from ofﬁgr gountries. These are up to 50% above
the preferential rates applicable to MFN Q_Quntrieéfﬁ-gq

- special preferential rates apply to "géods impo@.{ﬁom countries which have a special
preferential agreement with Viet Name€:g:'the ASE-A&-member countries under the CEPT

and EU member countries qnde&elexideﬁaxmenﬂtea&bﬁwgen Viet Nam and EU.

To be eligible for the prefeFéntial rates or special preferential rates, the imported goods

must be accompanied hy antapprepriateiCertificate of Qrigin.

* Import Duty Exemptions

FICs and parties to BCCs shall be exempted from import duty with respect to_the following
goods, provided that: (a) they are implementing a project in an encouraged field of
business set out in Appendix |, or in a geographical location set out in Appendix I, of
Decree 108 of the Government dated 22 September 2006; and (b) such goods are
imported to form the fixed assets of the enterprise:

- equipment and machinery;
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- specialised means of transport that are used to carry materials between parts of a
production line as certified by the MOST, and means of transport to be used for carrying
workers (automobiles having 24 seats or more, and watercraft);

- components, details, detachable parts, spare parts, accessories, moulds and
supplements pertaining to or accompanying the equipment and machinery, and specialised
means of transport as specified above;

- raw materials and materials imported for the .manufacturing of the equipment and
machinery which are parts of the production line or the-manufacturing of components, parts,
detached devices, spare partspinstallations, moulds and aceessories which accompany the

equipment and machinery; \

|
- construction materials whieh'Cannotbe manufactured domestically; and

- goods and materials imported by BOT companies and contractors for the performance of

BOT, BTO and BT projects. 4

il

' ‘4
The above exemption of import duty is.also appli’d_eible in the case of a project’s expansion
§ i Tl
or replacement or renovation of technolegy. — i

u oy
gl

Under Circular 113 of tht'_ar?rw()l- dated 13 December 2005, mpé‘r_t duty is also exempt on
one-off purchases of certain equipment for “encouraged inveistment projects” in hotels,
offices, apartments for Iease;’ residential properties, commercial ’centres, technical services,
supermarkets, golf courses, tourist afeas, sparts areas, recreation’ andientertainment parks,
health-care facilities, fraining centres, cultural, finance, banking, insurance, auditing and
consulting services: Thist equipment s specified. in 1Appendix 1l ©of Dacree 149 of the

Government dated 8 December 2005.

Projects that fall under the list of projects in which investment is especially encouraged are
entitled to exemption of import duty for the raw materials used for production for a period of

5 years from the commencement of production.
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In addition, goods and products imported in a number of circumstances also enjoy import

duty exemption.

* Approval for Import Duty Exempted Items
Based on the investment certificate, the feasibility study and the technical design of a

‘l

project, the MOIT or an agency authorised

I)/yprove the list of import duty exempted

~Z.

goods.

The imported goods mentio J or sold in the Vietnamese

market except as approve ant taxes must be paid in

accordance with laws.

6. SALES TAX

217 i

N *

Special Sales Tax

|
7. WITHHOLDING TAX j

B IEfoN 1133 1}l ol

Foreigners are considered to be residentfin Viet Nam and are taxable dh/their worldwide

noome i t@a WA kBN T Ve eh bV sck ol b b @bottlore wiin -

period of 12 months. Tax is computed at progressive rates.

Non resident foreigners who spend between 30 days and 182 days working in Viet Nam are
taxed only on Viet Nam-source income at a rate of 25 percent. However, this will need to be

considered in light of the provisions of any Double Taxation Agreement.
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Those who spend less than 30 days a year in Viet Nam will not be subject to a tax.

8. LAND/PROPERTY TAX

There is land rental which varies per region. For more details, please contact the General

Department of Land Administration.

Land rental applied to FDI projects

Urban land

Unit: USD/m2/year

Urban land catg

//ﬂﬁ\\\\ Jlaximum rate

Non-urban land
Unit: USD/m2/year
Type of mmune | Minimum rate mum rate

bou
urban area in . 1.08
¢

1. Commune

adjoining an

.- o
2.Co I d
gdjoinihgan urban area in ", 0.10 0.60 o/
A W N U AUNVAVIEINA &

3. Other regions:
-In deltas 0.060 0.36
-In midlands 0.045 0.27

-In mountainous regions 0.020 0.12
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Land rent rates shall be calculated as follows:

Land rent rate per year (USD/m2 per year)= the minimum rate applicable to each land
category (USD/m2 per year) * the location co-
efficient * the infrastructure co-efficient * the

industry sector co-efficient

9. OTHER TAXES

Natural Resources Tax

-
A tax levied on industries exploiting Viet Nam’s natural resources such as petroleum,
minerals, forest, fisheries andsnatural water. Rates vary aceording to the resource being

mined.
IX. FINANCIAL REGULATIONS

1. BORROWING REGULATIONS £ )

Enterprises with foreign owned capital }hay borrp,w!,-trom credit institutions permitted to
operate in Viet Nam. Enterprises With fqreign owne?ca_pital may mortgage assets attached
to the land and the value of land use rights as security for borrowing loans from credit

institutions permitted to opérate in Viet Nam.

2. FOREIGN EXCHANGE

While the Government is|responsible for the macro-economic foreigh exchange policies, the
State Bank of Viet Nam (SBV) is responsible for regulating and implementing those policies
and for overseeing curregcy transactions to 'ensure its\compliance with relevant guidelines.
A significant step forward in State management on foreign exchange is the adoption of the
Foreign Exchange Ordinance (the “Ordinance”). The Ordinance was passed by the
Standing Committee of the National Assembly on 13 December 2005 with the expectation

that this legislation will regulate the high level foreign exchange market in Viet Nam and will
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satisfy the conditions for the country’s integration into the WTO. The Ordinance became

effective on 1 June 2006.

* Bank Accounts

Accounts in Viet Nam

In addition to the capital acco i foreig CCs can open other foreign

The opening and operation of o Counts:| pproved by the SBV. FICs are

allowed to open offshore accounts:in-eertain special circumstances. For example, the

« Conversion

All FICs and foreign parties"fo@CCs are entitled to buy foreign currency for current

transactions and o _rur&egtrmﬂom i@(ﬂr
, 4
regulations. ¢ o

ARIAINTUURIAINYIAY

Not being req‘Lired to obtain approval for conversion, the ability of FICs and foreign parties

‘je foreign exchange

to BCCs to convert VND into foreign currency is only subject to foreign currency being

available from banks.
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Government Guarantee

The Government shall support foreign exchange balancing in cases where authorised credit
institutions are not able to satisfy the demand for foreign currency of investors with respect
to a number of important projects in the sectors of Energy; Waste treatment; and

Construction of traffic infrastructure.

Conversion Purposes

Under the Ordinance, all residents are entitled~to=buy. foreign currency to meet their
payment requirements for legitimate purpose; subjeeci-to the selling bank’s verification. In
the territory of Viet Nam, all transactions being‘ payments and remittance of money relating
to current transactions of residents: and ncl}n—residents shall be conducted freely in
compliance with relevant regulations. Acdérdiné’i.o Decree 160 dated 28 December 2006
implementing the Ordinance (“Decree 160”), pa&rrrent for current transactions includes the
following: (i) repayment of principal, imtqrest affq__,f@__es under foreign loans; (i) overseas
remittance of net income and deprgciation, of invég{rpgnt capital (if applicable); (iii) payment

for imports of goods and services arld-cther curreﬁ%ﬂ%nsactions; and (iv) other remittance

for consumption purposes and similar-transactions, = = -

« Foreign Currency Payments
Foreign currency payments«within Viet Nam, except for certain‘limited circumstances, are
strictly prohibited under, the. Ordinance .and. are.stubject.to the strict. control of the SBV.
Except for certain circumstanees 'provided-by Decree 160sresidents and non-residents are
prohibited from effecting a sale/purchase; making a payment, or granting-loans in foreign

currency and pasting hatice 'of goods andiservices in a foreign currenacy.

Examples of permissible circumstances provided by Decree 160 are:
- transactions with credit institutions and other organizations licensed to provide foreign

exchange services.
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- Residents being organisations may internally transfer capital in foreign currencies via bank
accounts (as between an entity with legal status and a dependent accounting entity or vice
versa).

- Residents may contribute capital in foreign currencies in order to implement foreign
investment projects in Viet Nam.

- Residents are entitled to receive payments in foreign currencies made via bank account
transfer in accordance with entrusted import or export centracts.

- Residents being domestic or foreign contractors-are entitled to receive payments in
foreign currencies made via-bank acecount transfer by investoers or principal contractors in
order to make payment and«o remitoutside Viet Nam.

- Residents being insurers.are entitled to’recé,_iv’e. foreign currencies transferred via bank
accounts by insurance buyers for goods a-nd se‘wilces which must be re-insured overseas.

- Residents being organisations condﬁ%:ting bgs}'hess in dutyfree goods, organisations
providing services in isolated areas ofiintematioh‘:?;l' bordergates or organisations providing

i

i A |*__ L ) . .
customs bond warehouse services are“entitled 0 receive payments in foreign currencies
o oo

—.-.-__—.-_J;

and Viet Nam dong from the supply of"goods and é—ﬁ_ﬁﬂfces.

o

- Residents being customs and police offices at international bordergates and customs

bond warehouses are enlitiéd 6 feéceive foreign curfencies fiom non-residents with regard

to taxes and fees for entry or exit visas or for the provision of ser\;ioes.
- Non-residents being diplorh-atic missions or consulates are entitled to collect fees for entry
or exit visas or othefieharges-and fees in foreign currencies.

- Individual foreign nan-residents and residents are entitled to receive wages, bonuses and
allowancesfinifareign cufrencies from résidefits|or fion-residents beingiorganisations.

- Non-residents are entitled to transfer foreign currencies via bank accounts to other non-
residents or to make payment to residents for export of goods and services.

- Transactions are approved to be effected in foreign currency by the SBV on case by case

basis.
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It should be noted that a breach of the above requirements may make the whole contract, to

which the payment relates to, invalid.

* Rates of Exchange

Each day the SBV announces in the mass media an average exchange rate in the Foreign

Whis official exchange rate is used in the

) S

Currency Interbank Market of VND against

following circumstances:

- to calculate import/export duti

- to consider bidding for natio ing of bids; and

- to calculate the value of ¢ r a BCC at the time of the

capital contribution.

Commercial banks (including i 7 anche termine and announce their

buying/selling rates of VND agai n the 1e itted by the SBV.

LAl

_n*.i‘.-?::;:.u ,-*_'

Subject to the laws of Viel \am, from the "—'——_{;; estment certificate by a
Licensing Authority, FICs in |l Nam ¢ nmrbm (and grant security to)

both onshore and offshore lenders.

- LY
qumwﬂmwmm
The investment certificate of an FIC stipula@s its total inveéstment capital afid charter capital.

The diferofth Bawerp Pl 1ovasltethdbtil g B4 Ghbrak GUnie is the toan

capital of theEIC. All loans obtained by an FIC from onshore and offshore lenders (including

loans from shareholders) must not exceed the amount of the loan capital.

Exceptions are made in the following circumstances:
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- offshore loans for working capital with a term of one year or less if the loan is obtained after
the completion of construction and the project is already in operation; and

- refinancing (i.e., when an existing loan is paid out by another new loan).

Approval from the Licensing Authority will be required if the loan amount results in the
borrower exceeding the loan capital unless that loan falls under the above exceptions. On
this basis, due consideration should be given to the eapital structure of an FIC in Viet Nam.
-

* Registration

Offshore loans with a term ofwp to. 4 year (or stlwort—term loans) for working capital purposes
are not subject to registration'withsthe SBY. A s{hc:rt—term loan, however, must be registered
with the SBV if the loan is extended and thé jotarlaplan term (including both original term and

extended term) is over 1 year. J

o

o

All loans obtained from offshore Ienders (rﬁcludlng-f@#fshore shareholders) and with a term of
more than 1 year must be registered With-the SBV—\AAJ:hi’n 30 days from the date of execution
of the loan agreement and prlor to the flrst drawdovx?h under the loan agreement. For the
purpose of registration w&h—the—SB‘v,—ﬂ're—borrower—rs—reqmeq to submit a standard
application form to the SB\/ and the loan agreement must be tré;-slated into Vietnamese. It
should be noted, however, tﬁét a prior approval from SBV must be obtained if a provision of

the finance documents is not'consistent with the laws of Viet Nam

Any amendmenty'toy the, details cofothe (SBVA registration cetrtificatey, (including loan
assignments):must also be registered with SBV within 30 days of the date of the amendment

agreement and before the effective date of such amendment.

Foreign and domestic borrowings are allowed.

4. REPATRIATION OF CAPITAL/PROFITS
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* Remittance of Capital and Profits

After a foreign investor has discharged fully its financial obligations to the State of Viet Nam,
it shall be permitted to remit abroad the following:

- Its profits derived from business activities;

- Payments received from the provision of technology and services and from intellectual

property;

- The principal of and any interest o
- Invested capital and proceeds

- Other sums of money and

A foreigner working in Viet st i permitted to remit abroad
his or her lawful income afte ' [ jed financial obligations to the

State of Viet Nam.

The remittance of the above sum _ ‘s in a freely convertible currency
P

in accordance with the trading exchaﬁﬁe:cai& d by a commercial bank selected by
23N,

the investor.

Procedures for remitting abI?T-d g tﬁn investment activity shall

be subject to the laws on forei%p exchange control.
-9

AULAININTNYNT

Foreign investors invésting in Viet Nam shall have the right to transfer abroad:

¢
|

T AT AN A

- Payments r@ewed from the provision of technology and services;
- The principal of and interest on any foreign loan obtained during the course of operation;
- The invested capital,

- Other sums of money and assets lawfully owned.

X. APPROVAL FOR THE EMPLOYMENT OF FOREIGN WORKERS
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1. CONDITIONS FOR THE APPROVAL OF FOREIGN EMPLOYEES

Following the promulgation of the Labour Code in June 1994, as amended from time to time,
a series of implementing regulations have been issued to govern particular areas of labour
law, including labour contracts, employment procedures, working hours, and

salaries/remunerations (referred to collectively as the “Labour Code”).

* Recruitment

Under the Labour Code, FICs are allowed to recCruit Viethamese employees directly or
through a recruitment centre. Not.less thaaneven (7). days before recruiting, FICs are
required to publicly announce«(on either local or central mass media) and post at its head
office the recruitment requirementsisuch as a jl)b description, job qualifications, number of
workers to be recruited, the contract term,'sala;‘z?‘and working conditions. Within seven (7)
days from the recruitment, FICs are required tc'} provide a list of recruited workers to the

relevant DOLISA.

i
International or foreign organisations;—‘ihcluding arjﬁié;‘)resentative offices and branches in
Viet Nam, are required to recruit Vietnamese emplb&}e'e.sthrough a recruitment centre. In the

event that the recruitmentcentre fails to supply the required candidates within 15 days of a

recruitment request, the foreign organisation is entitled to recruit efﬁployees directly.

Foreigners may work{inaViettNamsingthe folloewingzforms: (a) purstiant:to a labour contract;
(b) internal transfer ‘within ‘anenterprise which has a commercial presence in Viet Nam; (c)
performance. of, contracts that_are.economic,, commercial . financial, barking, insurance,
scientific, cultural,"sports, ‘eduocation;' or medical health; (d) serviee providers=pursuant to a
contract; (e) foreigners (who does not live in Viet Nam and who does not receive
remuneration from any source in Viet Nam) offering services by participating in activities
relating to representation of a service supplier in order to negotiate the sale or consumption
of services of such supplier, on condition that foreigner does not directly sell such services

to the public and does not directly participate in the provision of services; or (f) foreigners
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representing a foreign nongovernmental organisation which is permitted to operate in Viet

Nam.

Foreigners must satisfy all of the following conditions in order to work in Viet Nam: (i) be at
least 18 years of age; (ii) in good health as necessary to satisfy the job requirements; (iii)

defined under the law; (iv) not have a
W ot currently subject to criminal
prosecution or any criminal se cor e laws of Viet Nam and foreign

- —
laws; and (vi) with a work p ml# the aq_txmody of Viet Nam if required.

N o, o

either a manager, executive director, or a

criminal record for a natlonal se

 Labour Contracts

A labour contract must, with : Wi term of less than three (3)

length of breaks, the wage, workplace; term c rac t, health and safety provisions, and

. L) b % ) A,
social insurance. The standard fomf-aléda*rfayv?; the employer and employee to agree on
'. ;

other employment terms

i) v

The contents of a labour contract must be in compllance with the laws of Viet Nam and any

collective labour agﬁ'ﬂ ﬂﬁ%ﬁﬂﬂyw ﬂ r] ﬂ ‘j
Typemﬁuﬁ"[ ANNIUUMIINYINY

The Labour Code introduced three types of labour contracts:
- non-fixed term labour contract;
- fixed term labour contract (from 12 to 36 months); and

- “seasonal” labour contract (less than 12 months).
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Probationary Period

A probationary period can be applied before the execution of a labour contract. During the
probationary period, either party can terminate the employment contract without prior notice.
The probationary period must be:

- no more than 60 days for positions requiring college level qualifications;

‘,T}ndary level qualifications, or with respect
4

- no more than 30 days for positions requiri

to technicians and trade persons; a

- no more than six (6) days for m

* Termination of Employmer/

Unilateral Termination

The Labour Code only allo
circumstances, irrespective of
different procedures for te

terminating a labour contract

party.

Unilateral Termination b

An employee who signs m 12-36 months, or for

seasonal work or a specifi sk of less than 12 months, is en

the contract prior to ﬁ fll ﬁ m
- is not assigned t (ﬁ ﬁgﬁ § woﬂlt’lﬂgid under the labour

contract

o pa.d‘-ﬂ HAMNIANNAINYIN Y

- is subject to maltreatment or forced labour;

d to unilaterally terminate

- cannot continue their employment due to adverse personal or family difficulties;
- is elected to a full-time position in a representative public office or is appointed to an office

in a State body;
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- is sick or involved in an accident requiring medical treatment for three consecutive months
in respect of a fixed-term labour contract of 12 months to 36 months or a quarter of the
contract term in respect of a seasonal job or a specific job with a term of less than 12
months; or

- in the case of female employees, is pregnant and must stop working based on the advice

of a doctor.

An employee who signs a non—f@ﬂ' &evntitled to unilaterally terminate
— ¥ T —
the contract whenever he/shm _ /

the employer.

rior notice is duly given to

Unilateral Termination by an

During the term of a labour ¢ an employer is permitted in

the following circumstances:

- the employee regularly fails to p

le
- the employee is dismissed for dISCIpi 3

- the employee has been ?ﬁk foran eﬂeﬁ&ed:{)
A
the term of the labour contra

nths CZ-Q months depending on

Womorce due to force majeure

- the employer is forced to rﬁke

events such as fire or natural disaster or

v oGP TN 1N T
Sewit i Vi) v e T L

Vietnamese employees in Dong. Salaries for foreigners may be denominated and paid in

foreign currency.

The Government decides and publishes a minimum wage which varies depending on

geographical regions and types of work. The current minimum wage is VND1,200,000 per



246

month (approx. USD72.00) for employees within Area 1 which includes the urban districts
and Ha Dong City of Hanoi and the urban districts of Ho Chi Minh City; VND1,080,000 per
month (approx. USD65.00) for employees within Area 2 such as the rural districts of Hanoi
and Ho Chi Minh City, some districts of Hai Phong City, Da Nang City, etc.; and
VND950,000 per month (approx. USD57.00) for employees within Area 3 such as other
provincial cities, the remaining districts of Hanoi, some districts of Bac Ninh province, Bac
Giang province, Hung Yen province, etc. For the rest of the country, the minimum wage is
VND920,000 (approx. USD55.00). 2
Overtime on a normal working day«(Sixdays ofithe week and ineluding non-public holidays)
must be at least one and a.half timesithe n__ormé,_l hourly rate. On non-working days (1 day a

week), overtime pay is at least gwice the.normal hourly pay, while overtime on public

i
1 -

holidays and paid annual leaveg'is three tifﬁes the:{no'rmal pay rate. Overtime may not exceed
four (4) hours a day or 16 hours a week;.or 200_'-hours in a year or 300 hours in a year for

i ?. F’
special circumstances which require the‘approval{ﬂ"‘the provincial People’s Committee.
Y Tl

The normal number of working-hours in a week is 48 hours; comprising six 8-hour working

days and extendable by '_r_rﬁitual agreement. Employees Worklng'_‘"i[']i dangerous, noxious, or
especially toxic jobs (as defined by MOLISA) have their work day shortened to six (6) or

seven (7) hours.

An employee working for at least 12 months is entitled to annual leave of 12 days in addition
to public halidays. Cettainjespecially.hazardous andoxic jobs are entitledjto either 14 or 16
days annual leave as determined by the Government. An employer may set the schedule of
annual leave after consulting with the Executive Committee of the enterprise trade union and
notifying his employees. Employees will be compensated for remaining leave prior to

departure from work.



247

An employee is entitled to paid leave for the following personal reasons: marriage (3 days
leave); marriage of a son or daughter (1 day leave); and the death of a person’s parents,
spouse’s parents, spouse, son, or daughter (3 days leave). Female employees are entitled
to maternity leave of at least four (4) months, with an allowance equal to 100% of their salary
to be paid by the Social Insurance Fund. At least two (2) months of the maternity leave must

be taken post-birth.

2. WORK PERMIT PROCESSING AND REQLLIREMENTS
Expatriates working in Viet Namiferthree (3) months or more.must obtain a work permit. The
term of a work permit is required o correspondi with the length of the labour contract, which

]
is capped at 36 months but may be extended at the employer's request.

_—

Not less than twenty days before an expa"triate’s","i_eslﬁmated date of commencement of work,
an FIC must apply to MOLISA eor its authorize(!ﬂ;'agency to obtain a work permit for that
expatriate. MOLISA or its authorized agem‘ey is oéﬁée_d to give its decision within 15 days of
its receipt of such application. Clear f’éésbns musﬁée;agrovided if the application is refused.

In addition, a work permit can be withdrawn in-certain circumstances, including for a breach

of the laws of Viet Nam by the-expatriate: =

Five groups of foreigners woquing in Viet Nam are exempt from {he requirement of obtaining
a work permit: (i) fareignersientering Viet Nam fto-work, for less|than ‘three (3) months; (ii) a
member of a limitedfliability company with two or more members; (iii) the owner of a one
member limiteddiability“companys=(iv)y a member-of thel hoard sof s/management of a
shareholding:company; (v) a foreigner entering Viet Nam to offer services; (vi) foreigners
entering Viet Nam to work to resolve an emergency situation such as a breakdown or a
technically or technologically complex situation arising and affecting, or with the risk of
affecting, production and/or business which Vietnamese experts or foreign experts currently

in Viet Nam are unable to deal with. Such foreigners must carry out procedures for issuance
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of a work permit if their work extends for more than three (3) months; and (vii) a foreign

lawyer to whom the Ministry of Justice has issued a certificate to practice law in Viet Nam.

Not less than seven (7) days prior to the date of commencement of work, foreigners who are
exempted from work permit requirements must be registered at DOLISA where the
employer’s head office is located. The registration must state the name, age, nationality and
passport number of the employee, the dates/off commencement and termination of

employment, and a description of the work to be done:

* Collective Labour Agreement .
In FIC must negotiate a colle€tivedabour agreel.mf_ent if requested by the trade union at the
company. This agreement isfvalid only if_at Eést 50% of the employees agree to the
provisions of the agreement. /The colléctive lébodfjr agreement covers matters such as
wages for different categories; of ‘employees E-;nda;working conditions. A copy of the
collective labour agreement must pbe fileakAwith D:(I-)ELGA within 10 days of the signing of the
agreement and will come into effect"f‘rrorr_l the daté;ié;é;eed by the parties as stated in the
agreement, or from the signing date” where no :éfuéﬁ_date is specified. The term of the
collective labour agreemeét—can—be—of—one—ﬂ-)“to three=(3) years subject to renewals

thereafter.

» Trade Unions

Within six (6) months, of the "commencement of 'a company’s operations, the provincial
federation of.trade,union.must set up.a.provisional.trade.union.organisation at the company
to represent ‘and "protect' the rights and-interests of employees' and “the “workforce. An
employer must recognise a trade union’s status once it is validly organised. There are strict
rules protecting the trade union and its members from any coercion or discrimination from
employers regarding activity within the trade union. The employer is responsible for nsuring

an environment conducive to the activities of the trade union.



249

* Employment Funds
The Social Insurance Fund, Health Insurance Fund, and Unemployment Insurance Fund

only cover Vietnamese employees.
* Social Insurance Fund

Contribution to the State Social Insurance Fu statutory obligation of both the employer
and employee in all contractual em

ﬁ; longer than three (3) months. The

Social Insurance Fund prowd S, salaries during sick days,

uch
"9

salaries and treatment for Ia _accide at|ona| illnesses, maternity
benefits, and death benefits NN

The contributions are made

- Employer pays 15% of the : ance Fund.

. o
million and 60% of such mﬁi al expense <i‘5| million if they are above
| |

BN 1)) s leai]: 8 i
TR RINITUURIINYAY

. Unemployment Insurance Fund
The provision of the law on Unemployment Insurance Fund takes effect on 1 January 2009.
Unemployment insurance covers unemployment allowance, job-learning support, and job-

seeking support. The contributions are made as follows:
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- Employer pays 1% of the fund of monthly salary pool of employees who participate in
unemployment insurance on which unemployment insurance premiums are based.
- Employee pays 1% of his/her monthly salary on which unemployment insurance premiums

are based.

JOb due to restructuring or
technological advances affe the responsibility to retrain
the employee. If a new job ‘entitled to a severance pay
of one month’s salary for 3t two months of such pay

guaranteed.

XI. LAND AND BUILDING

process of being amended in 2009}-*;’-{:'&;

jo people hold all ownership

rights with the State fj rator. S 0 m allow ownership of
a right to use land. hl ﬁJ‘ ﬁﬁﬂﬁiﬁaﬁ ﬁ*ﬁ %

¢ o o/
Foreign mv@o%%‘@aﬁﬁ@@é(mm;}f’ng tﬂkﬂh@o&] Vietnamese

partner contr%ute LUR as capital contribution, or (b) by way of land leased directly from

\

* Land Use Rights and L

Private ownership of land i t permitted in Viet Nam and t

certain permitted lessors such as the State.

e Land Lease
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A foreign investor may lease the land directly from the Government after he/ she establishes

an FIC in Viet Nam.

Lessors permitted to lease land to FICs
Previously, FICs in Viet Nam could only lease land from the Government or sublease land
from an infrastructure developer. In addition toithese lessors, Articles 93.3 of the current
Land Law has allowed FICs, which are set up by /foreign.investors in Viet Nam, to lease land
from:

-

- Vietnamese economic organisations (including State-owned companies), private joint

stock companies, and limited iability'companies;
|

- an existing FIC which leagés land fro'm‘ the;Govemment and develops infrastructure

- overseas Vietnamese citizens; or

facilities on the land, provided hatthis éxisting';FIG has paid the land rental for the whole

land lease term. oy

The Land Law only allows the lessor who has a’btamed the land under the “allocation”
regime (as opposed to the land Iease regime) J:oJease his or her land to FICs. The one
exception where the land obtained- by the Ieséorﬂ'under the “lease” regime can be
subleased to FICs is when, JnﬂaeeerdaneeMﬁ%h—Ameie—’I%Qf the Land Law:

- the Vietnamese Party has Ieased the relevant land before the effectlve date of the current
Land Law, i.e., 1 July 2004; énd .

- the land lease hag.been|prepaid in full-forithe whole, or forithefmajerity of the lease term

and the remaining prepaid term is at least five (5) years.

Land Contribution'by Local Parties to Joint' Ventures
It is a matter of practice that Joint Ventures in Viet Nam have local partners contribute their
portion of capital in the form of the LUR value. In this case, the local partner’s land payment

must not be sourced directly from the State budget.
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Under the Land Law, the Vietnamese party to a Joint Venture may make capital
contributions in the form of the LUR only after it has received a land “allocation”, rather than
a land “lease”, and where a payment in full for the land “allocation” has been made. Where
the land usage fee payment is deferred, the contribution of the LUR into foreign investment
projects is still permissible as far as the deferment is allowed in writing by the relevant

People’s Committee.

There is one exception under the Land Law where a-Vietnamese party which “leases” land
from the Government can make"its contrbution in the form ef the LUR to a Joint Venture.
This exception requires the w0 conpditions as explained above to be satisfied in accordance

" |

with Article 111.1(dd) of thekand Law.

_—

After the Joint Venture is incorporated: as.-a {feé’ult of the issuance of the investment
certificate by the Licensing Authority, ‘the LURC_-"WiII‘-‘be issued to and in the name of the

Joint Venture. —

Lease term el fated

The lease term must be con&stem—m%h—th&é&meﬂeﬁm&aap%eved project provided that it

must not exceed 50 years or in some special circumstances, 70 years

The extension of the leaseiterm 'maybe allowed by the Govefnment upon expiry if the
lessee wants to continue to use the land, provided that:
- the lesseehascompliedywith the landregulations-during-itssusesperiod;.and

- the use of lapd'is‘consistent'with' the approved land plan:

Foreign investors wishing to extend their lease term must obtain approval to do so under
Decree 181. Foreign investors must apply for an extension six (6) months before expiration
of their LURs and include in their applications an amended business or production plan

approved by the relevant authorities.
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Rights of foreign investors to the land leased

The LUR of foreign investors shall vary depending on the payment arrangement of land
rentals. Where land is being leased from the Government, the Land Law contemplates two
payment arrangements of land rental:

- annual rental payment (the “Annual Arrangement”); and

- one-off payment of rental for the entire lease term,(the “One-off Arrangement”).

Under a land lease for the Annual Arrangemegt, the ElG-eould use the land only and is not
allowed to transfer, sub-lease,.ormortgage the LUR. In addition to the LUR given under the

Annual Arrangement regimeyFICstadopting the One-off Arrangement regime have the
]

additional rights as follows:

i

- rights to transfer LURs and assets attached to;the land (foreign investors with an Annual

Arrangement may only transferassets attached t%a the land);

- rights to sublease land and asséts attached to theland;
- rights to contribute LURs and asseéts attached td’#ﬁe_land as capital of joint ventures; and

J IS T .
- rights to mortgage LURs and assets'to.credit institutions in Viet Nam during the term of the

o
[ el

lease.

 Land Price

Land Price is determined in tﬁree ways:

- by the relevant Pegple’s Cammittee,

- via auction; or

- by land ugerssuponstransfer/leasessublease ofylLURs, ,or contribution of,LURs as capital.
The Government determines fand' price based on the actual value of theland“tunder normal
circumstances. If there is a large discrepancy between their calculations compared to the
market price, the Government must adjust the price. The provincial People’s Committee
issues an official land price for each specific type of land on the first of January every year.
The official land price must not be 20% higher than the maximumprice or 20% lower yhan

the minimum price of the land price framework provtded by the Government.



254

* Lease of Commercial Property

As an alternative to leasing a piece of land, service or software companies may consider
leasing an office in a commercial building. The procedure for leasing such an office is
comparatively simple and is not subject to any approval by Vietnamese authorities. Another

alternative is to lease an office or factory from another company located in an I1Z or EPZ.

* Land Clearance

Under the Land Law, foreign organisations and individuals and overseas Vietnamese
-

investing in Viet Nam are not_required to pay compensation and assistance for the

resettlement of residents. However, ii'these have been paidin advance, it will be deducted

from the relevant rental. )

i

_—

The State will take charge of site Clearance ahd‘bompensation to displaced land users
when withdrawing land for ‘Use by foreign organisations and individuals and overseas
Vietnamese. Foreign investors may,enter, n_egotiaﬁfgh§ directly with the current land users

regarding site clearance and compensation. F

+ Sale of Apartments

Under the law, potential buyers of real estate projects include the following:
- Local Vietnamese individuals and organisations;
- Overseas Vietnamese who; salisfys legals requirements y under, the: laws to purchase
apartments/houses in.Viet'Nam;
- From 1 January, 2009, foreign_individuals and_companies are also allowed to purchase
apartments from residential ‘projects in MietNam. Thel categories./of foreigners allowed to
purchase apartments in Viet Nam are as follows:
- foreigners who have direct investments in Viet Nam or holding management position in a
company operating in Viet Nam;

« foreigners who have made contribution to Viet Nam and such contribution has

been recognised by the President or the Prime Minister of Viet Nam;
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» foreigners who have university degrees or higher education level and are currently
working in socio-economic fields, and those who have special knowledge which Viet Nam
needs;

« foreigners married to Vietnamese citizens;

« companies with foreign-invested capital operating in Viet Nam which are not a real

Foreign individuals are permw" : nts-f imum term of 50 years and
foreign companies are permi ; jual to the term recorded in

its investment certificate.

- Foreign organisations a —-—--—--—-—--»—-»-_--:—— --------------

least three (3) consecutive months:

- Vietnamese residing overseaé who currently reS|de in Viet Nam and have a need to lease

wresaceqi YYANYNTNYINT
i!,e%ﬁiﬁﬁgfﬁiﬁ::f; A URIINYIA Y

Ministry of Plannmg and Investment (MPI)
No 6B, Hoang Dieu Street

Ba Dinh District
Ha Noi, Viet Nam
el. : (84-4) 37343759, (84-4) 37343763
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Fax : (84-4) 37343769
E-mail : fiavietnam@mpi.gov.vn
Website : www.mpi.gov.vn

http.//fia.mpi.gov.vn
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