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Investment Guide to Vietnam

1 Executive Summary

This investment guide is written to provide practical information to those interested in investing in
Vietnam. Vietnam can appear to be a complex environment to conduct business and make an
investment. This guide aims to explain the processes, documentation, procedures and licenses
required to make an investment a reality. Because of the curren
and business environment, Vietnam’s inves
also be adjustments, amendments, or changes in the investment legal framework over time. The
information provided in this paper is correct as of the date of publishing, however, throughout the
guide, references to key websites are included to enable the latest information to be viewed. The
investor is advised to verify with relevant governmental agencies or other service providers to
validate and obtain the latest information of the investment process.

Since the investment process consists of many complex stages, it will take at least 10- 12 months to
complete, from the initiation of the process to the commencement of construction work. The
investment process consists of four primary steps:

Establish a Legal Entity
Land Acquisition
Investment License Application

il

Construction License Application

As a first step in the investment process, it is recommended that the investor should establish a legal
entity in Vietnam in order to facilitate transactions with the banks for project financing, and with the
authority for allocation of land.

Once a legal entity is set up, the next step will be selecting a factory location and acquiring land.
Location analysis and selection takes into account the level of complexity in obtaining the land which
may be within or outside an Industrial Zone, and incentives offered by the provinces, as well as other
factors that influence the investment activity, such as proximity to the main port or national
highways.

A business can apply for investment and construction licenses after land is determined. Purchase of
equipments and machines can be initiated upon the issue of an investment license. Once an
investment license is obtained and land has been acquired, a business can apply for the construction
license, which is simply a matter of procedure.

Throughout this investment process, it is assumed that the investor will be securing financing as
necessary. This guide provides a high level summary of the financing options available to an investor,
however the investor will need to explore the options further on a case by case basis. It is important
to note that Pl recommends that an investor receives confirmation of financing before any
significant amount of cash is committed to acquiring land. Lack of financing may result in revocation
of the land permit if the committed financing is not delivered in within the agreed upon terms.
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Investment Guide to Vietnam

Vietnam has a complex legal framework that governs investment in the country. This guide discusses
key points from the following relevant laws regulating investment activity: the Law on Investment,
the Law on Land, the Law on Construction, and the Law on Enterprises.

2 Investment Process Overview

Based on the legal framework for direct investment by foreign investors and current business
practice in Vietnam, four key steps, as illustrated below, are to be followed to prepare the factory
for construction.

Figure 1: Investment Process

Establish
Legal Entity [ )

Investment Construction

License License

Land Acquisition L.
Application Application

Note: Although some activities within the above-mentioned steps can be conducted in parallel, each of them needs to be
completed in order to move on to the subsequent one.

A legal entity should be established in Vietham as a legal ground for transactions in the
acquisition of access to land and also for possible financing activities.

9  Aninvestor can acquire land through leasing it from the government. The business will own the
right to use the land and the assets on the land. In Vietnam, the State owns the land and can
revoke it in certain conditions detailed in this document.

f  The right to use a piece of land must be obtained before an investment license is issued® since
the investment license is generally restricted by the specific location of the investment.
Applying for an investment license is compulsory for investments exceeding USD $700,000°

T If a loan is obtained from a local credit institution, the formal agreement and resulting
disbursement will be carried out once the investment license is granted. Similarly, any
construction on the land must be approved with an issue of a construction license according to
the Law on Construction. A construction license can be applied for once the investment license
is issued.

! An agreement in principle to lease the land for a factory must be included in the application for an investment license. Once the
investment license is issued, an official contract for leasing the land will be signed. This contract, together with the investment license, will
be the grounds for provincial agency to grant a Certificate of Land Ownership to the investor.

* This is stipulated in the Law of Investment, and will be discussed in the following section.
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2.1 Step 1: Establish a Legal Entity

The major types of legal entity businesses in Vietnam currently are (1) Private Enterprise, (2)
Partnership, (3) Limited Company, and (4) Shareholding Company. Owners in types (1) and (2) are
liable for the business operations by his/her entire property. Meanwhile, the owners of businesses in
categories (3) and (4) are liable only for the contribution made to the business. Of the four business
legal types, the shareholding company is allowed to issue securities of any kind to the capital market
for capital mobilization. In other cases, members of the business are entitled to transfer a part or the
whol e of capital contribution to others.
which could be organization(s) or individual(s), must not exceed 50.

2.1.1 Procedures to register a business

9 Prepare and submit a complete file for registration. For Limited and Shareholding
companies, the primary documents required in the registration file are:
0 The draft charter’ of the Company
0 A list of members/shareholders with Ids
0 Written confirmation of legal capital by an authorized body
0 For foreign investors making their first investment in Vietnam, they will need to
submit an application for an investment license, enclosed with papers applying for a
business registration. The investment license if issued, will also serve as the business
registration certificate
1 The Department and Planning and Investment and other business registration bodies,
depending on the type of project, will be reviewing applications and issuing a certificate
within 15 days from the date of receipt of the application. For a first time investor, the time
for issuance will depend on the time to process the investment license application, as
stipulated by the Law on Investment.

If the foreign investor is a first time investor in Vietnam, the application for registering the business
will be included in the application for the investment license (if required), discussed in step 3.

2.2 Step 2: Land Acquisition

This can be a challenging step for investors. In essence, there are two options available to investors:
(1) lease land from an Industrial Zone and (2) lease land not from an Industrial Zone. Purchasing
existing land may be possible but this entirely depends on the availability of such land, which is
beyond the investor’s control

2.2.1 Leasing land from amndustrial Zone

Industrial Zones are locations developed by private investors or the local agencies to provide
business enabling infrastructure for investors. By law, the government will ensure strong
infrastructure, including power lines, and roads, up to the gate of the industrial zones. Additional
support by the government might be provided, however this only applies under certain conditions,

® The Law on Enterprises stipulate specific contents required in the Charter
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such as in the areas cl assi fi ed as “Idliyf fdcuft &ulotr” “ienspeeri
development of the district. The c¢characteristics of “difficult?”
Planning and Investment. Benefits of leasing land from an Industrial Zone are as follows:
I Reduced time and cost for infrastructure construction
9 Power, water treatment, or labour supply are more secure
9 Industrial zones are normally set up in good locations convenient for transportation of
inputs and outputs

Disadvantages of leasing land from Industrial Zones are as follows:
9 Lease cost is typically higher
9 Industrial Zones might not be located close to supply, which leads to increased
transportation cost

2.2.2 Leasing Land in a Neimdustrial ne

If an investor selects land that is not within an Industrial Zone, a number of administrative
procedures must be met in accordance with the Law on Land. Key points are as follows:

1 Project document is to be submitted to the provincial authority, the Department of Planning
and Investment (DPl). A preliminary assessment on the investment proposal by the
province wil!/ be conducted. [ n essence, t
project’s |l egal condition and wh eetofomic it [
development plan. A satisfactory assessment will be the grounds for the province to issue
an official letter of location recommendation.

{ The investor will examine the recommended location, and can ask for alternative locations if
the suggested one is not satisfactory from t

I If the location is accepted by the investor, a decision on land recovery will be issued by the
province and a relevant agency (e.g. district office, Department of Resource and
Environment, etc.) will be assigned to work with the investor on a plan for compensation,
site clearance, and resettlement. According to the Law on Land, the persons subject to land
recovery will be entitled to state support for stabilizing their life, training for conversion of
occupations and arranging for new employment, if no new land is available for continued
production. This is in addition to monetary compensation. Negotiation on land
compensation may be complicated and time consuming.

I The plan must be approved by relevant agencies, like the Department of Finance, and the
Department of Resources and Environment. There also needs to be negotiations and an
agreement reached with the persons owning the land to be recovered.

I Levelling off the land and setting up basic infrastructure will be conducted after the land is
cleared.

Leasing in a non-Industrial Zone land is the only option when there are no Industrial Zones in the
desired location. In areas with modest economic activities, the Industrial Zone is defined in the
Province’ s master plan and man a gaeddleatanceombasipr ovi nc
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construction of infrastructure is not yet completed until there are clear solid investment

commitments of investors.

2.2.2.1 Points for Consideration:

T

The State is supposed to pay compensation to those living on the land, clear the site prior to
allocation or lease the land to investors. In reality, the budget for this activity is not always
available. As a result, if the investors want to expedite the land allocation process, they
must bear the cost for compensation and site clearance. The expenses incurred to investors
are allowed to be subtracted from the
to the agreement. In addition, compensation cost is always complicated due to negotiation
with the current owners of the land, and highly likely to include unexpected expenses.

The whole process to acquire the land usually takes approximately 12-24 months
depending on the target location. The process is easier for investors without tight deadlines
and with staff experienced in dealing with Vietnam governmental procedures.

2.2.3 Acquiring Existing Land

This will depend on the availability of existing land for sale.

2.3 Step 3: Applying for an Investment License

Figure 2: Investment License Application Process

INVESTMENT LICENSE APPLICATION

Submit Project q Approval in In:astment
Principles by cense
Documents
the Province T Granted

Other Required
Documents

As stipulated by the Law of Investment, projects with an investment size of approximately USD
750,000 to USD 15 million must apply for an investment license. The investment registration must

be completed prior to implementation of the investment project. The time to issue the license will

be maximum two weeks, from the date of receipt of all required papers. The application package for

an investment license includes a project document that covers various issues, including market,

technology, feasibility and labor creation. The required contents of the project document are

outlined in the Law on Investment. Depending on the agency considering the investment license

application, supplementary documents might be required. This could include a factory construction
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design or a report on the environmental impact. Because of required conformity with the Laws on
Construction and Environment, these must be completed by qualified persons.

For a first time investor in Vietnam, the application for an investment license must be enclosed with
the application for a business registration. These papers are specified in the following section. The
investment license issued for the first time investor can also serve as the business registration
certificate.

The agency reviewing the application for the investment license will be the Department of Planning
and Investment (DPI). However, the DPI will coordinate with other relevant Provincial Functional
Departments in the review process. The investment is approved once other involved departments
are satisfied with the related contents of the project documents.

Investment incentives, such as tax exemptions on imported equipments or a preferential tax rate,
are specified in the investment license. The license is thus a valid document for the investor to claim
investment incentives in later stages.

2.3.1 Points for Consideration:

I Obtaining some specific documents, such as the report of environmental impact or report of
resources, which are required in the application for an investment license, may be prolonged
with additional cost incurred for outsourcing the activity.

2.4 Step 4: Construction License Application

Figure 3: Construction License Application Process

Investment Construction License Construction
License Application Activity Commences
Application

To proceed with construction on the land, the investor needs to apply for a construction license. The
application file normally includes a report of the environmental impact, option plans for fire
emergency, and a technical design of the factory.

Construction cannot proceed before a construction license is issued. However, preparing the
application for a construction license is not straightforward. A detailed project document of the
construction investment must be submitted. Per the Law on Construction, this document needs to
be written by qualified individuals/organizations, while satisfying the following criteria:
 In line with the socio-economic development plan, industry development plan, and
construction plan, of the region. These plans are set by the province as a part of the State
management activity. Normally, initial discussions with governmental officers will reveal if
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the project would be accepted. In general, with the exception of special projects,
conventional projects are typically accepted

9 Technical design suitable to the applied technology

9 Ensuring safety in construction, operation, and environmentally friendly. This will be proven
in the report of environmental impact or construction design

9 Ensuring socio-economic efficiency

The project is to be approved by the relevant government agency, and the construction license will
be issued if the project is approved.

2.5 Securing Financing

The process of securing financing should run in parallel to the investment process as needed.
However, the bank will only sign a loan agreement on the valid legal grounds demonstrated by the
business registration certificate and the investment license.

In the case the investor has not delivered the investment as committed in the submitted application
documents, the acquired land will be subject to recovery by the local authority.

2.5.1 Financing Options

Il nvest ment financing may be achieved through deb

Debt financing is normally obtained from local commercial banks. In Vietnam, the number of
commercial banks is estimated to be approximately 40, in which 36 banks are privately owned and 4
are state-owned. The private banks account for nearly 65% market share, while the remainder is
occupied by the state banks. Regardless of the type of the bank, as stipulated in the Law on Credit
Institution in Vietnam, all loans are required for collateral, mortgage, or guarantees. Exceptions
could be applied on large state corporations with significant political influence as well as substantial
contribution to the economy as a whole.

The loan guarantee is commonly exercised by qualified credit institutions. In special cases, it could
be implemented by the government as in the Article 66 of the Law on Investment in which the
government shall decide on important projects and provision of guarantees for loans, supply of raw
materials, sales of products and so on.

Investors can mortgage their land use rights or other valuable assets attached to the land with a

credit institution that is permitted to operate in Vietnam. However, evaluation of this is complicated

due to the absence of a developed market for specialized assets on collateral, thus lowering the
assets’ l'iquidity. Wh e n t her e a rem@ativs. The lvan,iar ket s,
approved, is usually at 60%-65% of the assessed value of the collateral assets. This ratio may vary

across banks, being in the range of 55%-70%. Valuing land will be conducted by involving bank

themselves, and based on lease and construction cost on the land not on the market situation.

10
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A financial lease to obtain the right to use equipments and machines could be an alternative

financing option. There are no universe conditions for lease transactions. In general, financial lease

firms focus on well established industries, like construction, mining, or cement, to minimize risk. Up

to 30% of an asset’s purchased value would be nc
firm by the client. Once again, this ratio varies from case to case.

In terms of equity, equity financing may be secured from local funds, of which most of capital is
contributed by overseas investors. The Vietnamese capital market is small, with more demand for
funds than willing investors to provide equity.

11

PROSPERITY?

| Inimianive

Market Forces Reducing Poverty




Investment Guide to Vietnam

3 Summary of Investment Stages

Below is a summary of notable points for each of the stages in the investment process.

Table 1: Summary of Investment Stages

Registration of legal
entity

Land Acquisition

Application for

Investment License

Application
Construction License

for

Investment Financing

Required
Documentation

I Draft of the
company charter

{ Listof
shareholders and
identity of
shareholders

T Written
confirmation of
legal capital by an
authorized body
or organization

9 Expression of
investment interest
9l Draft investment
project proposal if the
land is outside an
Industrial Zone
0 Planfor
compensation
0 Site clearance
0 Settlement

Investment project
document

{ Certificate of Land Ug

I Environmental impac
report

I Report on financial
ability of investor

I Proposal for
investment incentive

f Document on the
project’
investment

 Technical design &
land certificate

S

9 Business plan

9l Financial model

9 Evidenceofth e i
financial ability

nv e g

I Investment License

91 Certificate of legal entity

11 Certificate of ownership of
land and assets

91 Other papers that might be
required by the bank (Eg.
Evidence to show distribution
capacity, patents etc.)

Estimated Time
Required

 6-8weeks

I  Processing
application: 2-4
weeks

I Preparation of
required

f 2-18 months
depending on the
location

1 Location in Industrial
zone: 1- 3 months

9 Location outside

{ 8-10weeks

f Investment
certificate: issued
within 15 days of
application

I Preparation for

 2-3 months
1 Technical design
and project

document creation:

4-6 weeks
9 Appraisal by the

Y 7-13 months

1 Loan approval from receipt
of all complete valid
documents: 4 weeks

T Acquire funding from
venture equity fund: 6 -12
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Registration of legal
entity

Land Acquisition

Application for

Investment License

Application for
Construction License

Investment Financing

documents such
as Company
charter, business
plan, management
rules: 4 weeks

industrial zone: 6 —
18 months

other required
documents: 8
weeks

authority: 4 weeks

months

Primary Arrangement of 9 Location selection T Preparation of Working with 9 Secure funds from banks or
Activities capital 9 Setup plan for investment qualified investors
contribution to compensation and documents consultants to
meet legal capital site clearance prepare required
or required 1 Negotiate with local application papers.
investment authority and
amount residents
Establish physical | § Level the land and
address of the initial construction
company,
branches or
representative
offices
Output Business 9 Certificate of Land Investment License Construction 9 Loan/funding agreement
registration Lease license
certificate
Potential Risks N/A 9 Negotiation with I Application is not Technical design is I Cannot secure funding by

resident fails

accepted due to

not accepted
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Registration of legal

Land Acquisition

Application for

Application for

Investment Financing

Risk Mitigation

entity Investment License Construction License
Compensation cost is insufficient Project document agreed upon date
too high required is not accepted
Incurred documents
unexpected T Supplementary
compensation cost documents are
Prolonged process requested
1 N/A Lease land from I Outsourcing the  Outsource the Ensure all documentation is

industrial zone
Proper investigation
on the
recommended land
before proceeding
with recovery
process

Sufficient budget for
land recovery

legal service to a
qualified
organization

{ Clear
communication to
the authority

technical design
documents to a
qualified
organization

complete and transparent
for banks/investors

Allow enough time for
investigating financing
options
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4 Legal Framework

There are various laws, decisions, and decrees regulating investment activity in Vietham. At the
initial set-up stage, the major laws to be considered are:

1. The Law on Investment

2. Thelawon Land

3. The Law on Construction

Once the factory is running, the Law on Enterprises will become more relevant. All enterprises in the
economy, regardless of the business type, are treated equally by the law.

The investor should also be aware of relevant taxes and employment regulations when investing in
Vietnam.

4.1 Summary of the Law on Investment

The Law of Investment in Vietnam was created with the purpose of regulating investment activities.
Regarding foreign investments, some relevant points from this Law are as follows:
 Investment Guarantees: foreign investors are favorably guaranteed in various aspects of
capital and assets, intellectual property rights, trade, and remittance of capital and assets
abroad
I Forms of Investment covered under the Law on Investment: ownership up to 100%, joint
ventures, business cooperation contracts, share purchase or capital contribution to an
existing Vietnamese business
 Investment Incentives
0 Sector and Geographical Areas Incentives:
- There are incentives in the following sectors: Processing agricultural,
forestry, and aquaculture products. Bamboo falls into the forestry category.
The incentive sectors also include those that use high technology and
employ a large workforce
- Geographical areas of investment incentives are categorized into: (1) areas
with especially difficult socio-economic conditions, (2) areas with difficult
socio-economic conditions, (3) Industrial zones, export processing zones,
high-tech and economic zone
0 The investment in the incentive sectors as mentioned above are eligible for
incentives on land, tax, accounting of assets and profit. These incentives are
specifically stipulated within the Law on Investment
i Investment procedures: Application for an investment license or evaluation of the
investment by the State are required depending on (1) the size of the investment, and (2) if
the investment is subject to conditions set out by the government.
0 Investment projects with invested capital from VND 15 billion (USD 750,000) to
VND 300 billion (USD 16 million) are required to obtain an investment license.

15

PROSPERITY]

| Inimianve

Market Forces Reducing Poverty




Investment Guide to Vietnam

0 Investments with capital exceeding VND 300 billion (USD 16 million) regardless of
the investment size are require d t o be evaluated by t |
administrative agencies.

T Investors in Vietnam are entitled to the following primary rights:

0 Right to autonomy in investment/business: ability to select the sector in which to make
an investment, form of the investment, method of raising capital, geographical location
and scale of the investment, selection of an investment partner and the terms of
operation of the project.

0 Equality in access to and use of sources of credit and aid funds, and in use of land and
natural resources, although this is qualified by thephrase* i n accordance wi't

0 To lease or purchase equipment and machinery either domestically or overseas to carry
out an investment project.

0 To recruit foreign employees to fulfill management tasks, provide technical labour and
provide expertise in accordance with production and business requirements, unless
otherwise provided in an international treaty of which Vietnam is a member.

0 Toimport directly or indirectly equipment, machinery, raw materials, supplies and goods
for investment activities, and to export directly or indirectly and sell its products.

0 To process or reprocess products (for third parties), to place orders for processing or
reprocessing of goods domestically or to place orders for processing of goods overseas,
although again this must be ‘“in accordance

0 To purchase foreign currency from credit institutions. The government will provide
guarantees for important projects in energy, construction of traffic infrastructure
facilities and waste treatment.

0 To assign or adjust investment capital or the investment project itself. Any profits from
such assignment will be subject to income tax.

0 To mortgage land use rights to credit institutions operating in Vietnam

Note: Details of the Law on Investment can be found from the following address:
http://www.vietnamlaws.com/freelaws/Lw59na29Nov05CIL%5B10Apr06%5D.pdf

4.2 Summary of the Law on Land

The Law on Land covers all regulations related to the usage of land of Vietnam.

Relevant points are as follows:
9 The People Committee of provinces and cities under central authority shall organize the
regulation of land use zoning and planning for their respective localities. Land use zoning is
based on the grounds of (1) overall strategy and master planning for socio-economic
development, national defence and security nationwide, and plans for development of
i ndustries and | oc al Hecbnongicslevelopnznt St at e’ s pl an
9 Land is allocated to economic organizations for the purpose of investment and construction
of infrastructure to assign or lease

16
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)l

If investors are looking for investment land outside Industrial Zones, land recovery
procedures are applicable:

0 The State shall carry out land recovery for objectives of economic development in
cases of investment in construction of industrial zones, high-tech zones, economic
zones and large investment projects

0 With respect to production or business projects which conform with the approved
land use zoning, the investor may be assigned land use rights, lease land use rights
or receive capital contribution using land use rights of economic organizations

0 The State decides to recover land and allocate the land to a land fund development
organi zation established by the Pe
central authority in order to carry out land recovery, pay compensation, conduct site
clearance

0 The State will recover land, pay compensation, conduct site clearance, and allocate
land to investors for implementation of projects in the case where such investment
projects have been approved by competent State body

0 People subject to land recovery are paid monetary compensation or compensated
by residential land in the case of rural areas. In the case of land recovery where
family households or individuals are directly engaged in production but there is no
land available for compensation, in addition to monetary compensation, the persons
subject to land recovery are entitled to support on conversion of occupations and
arranging new employment.

Note: Details of the Law on Land of Vietnam can be found from the following address:
http://www.vietnamlaws.com/freelaws/Lw13na26Nov03Land%5BX2865%5D.pdf

4.3 Summary of the Law on Construction

The Law of Construction relates to all domestic and foreign regulations on construction activity in

Vietnam.

Relevant points of investment within Law on Construction:

T

Investor is required to produce construction investment project documentation for
evaluation on the effectiveness of the project

For a construction project on a large scale, prior to producing construction investment
project documentation, the investor is required to submit a report of the construction
investment to the relevant agency for investment license issuance. The contents of this
report cover: the necessity of the project, investment scale, form of investment, analysis and
selection of technology, estimate of investment amount, financing options, quantitative
effectiveness of the project

Once the investment license is issued, the construction investment project document is
created. Some contents of these documents are similar to those in the report of
construction investment used to apply for the investment license. However, there are other
additional contents to be supplied, including an assessment on the environmental impact,
fire emergency plan, and detailed construction design.

opl e
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1 Those creating the construction investment project documentation must be qualified with
certificates approved by mandated agencies

Note: Details of the Law on Construction of Vietham can be found at the following address:
http://www.vietnamlaws.com/freelaws/Lw16na26Nov03Construction%5BX2967%5D.pdf

4.4 Summary of the Law on Enterprises

The Law on Enterprises sets the regulations for the establishment, organization of management, and
operations of limited companies, share-holding companies, partnerships, and private enterprises of
all economic sectors.

Businesses in Vietnam are categorized into private enterprises, partnerships, limited companies, and
joint stock companies. In Private Enterprises and Partnerships, the owners are accountable for the
responsib
only to the amount of capital contribution. Only Joint Stock businesses can issue shares to obtain

business. With Limited Companies and Joint Stock companies, thein ve st or s
financing from the public.

4.5 Tax regulations, dividends, and capital transfers

Types of Taxes
According to the prevailing tax law system, foreign investors should be aware of the following taxes
when doing business in Vietnam:
9 Corporate income tax
Value-added tax
Special sales taxes
Withholding tax
Import/export tax
Technology transfer tax
Foreign contractor tax

=A =4 4 4 -4 4

Personal income tax

4.5.1 Corporate Income Tax

The standard tax rate is now 28%. A rate of 10% will be applied in the first 15 years for cooperatives
and newly-established enterprises in areas in the list of especially difficult areas. This list is provided
in government legal document and updated over time to reflect the development status of the
investment areas.

After 15 years of the preferential tax rate, the standard tax rate of 25% will be applied.

Newly-established enterprises can get tax exemption and holidays as follows: Tax exemption up to 4
years after the first profit-making year and reduction of 50% up to 9 years subsequently will be
applied for enterprises set up in especially difficult areas. This is subject to judgment of the local
agencies based on available information related to the project.
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4.5.2 ValueAdded Tax

Value-Added Tax (VAT) is levied on the added value of most goods and services generated during the
production process, (with respect to some categories, they are subject to the Special Sales Tax, as
described in the following section ). There are four VAT rates as follows:

9 The tax rate of 0% is applicable to goods for export

9 The tax rate of 5% is applicable to essential goods and services such as water, fertilizer,
insecticides, medicine, educational and training equipment and tools, baby toys, scientific
and art books, natural agro-forestry products, animal feeds, services for scientific and
agricultural applications, etc

9 The standard tax rate of 10% is applicable to most goods and services

The bamboo tax rate sits in 10% rate for domestic transactions. If it is exported, the rate of 0%
applies

4.5.3 Import/Export Duties
Foreign capital projects and foreign investors of Business Cooperation Contracts (BCCs) are exempt

from duties imposed on the goods which they import, including:

9 Equipment, machinery
9 All and any input material, component, part and other material imported for
manufacture of export products shall be exempt entirely from import duties

4.5.4 Persondlncome Tax

All foreigners having incomes in/ from Vietnam, regardless of the length of time they live in Vietnam.
With respect to those living in Vietnam for less than 183 days, they will be liable for paying tax at a
fixed rate of 20% of the aggregate income. With respect to those living in Vietnam over 183 days

(called locally-resident foreigners), they will be subject to the progressive tax tariff, according to
their monthly income as follows:

Table 2: Personal Income Tax Rates

Tax Yearly Income Monthly Income Tax Rate
Level (%)
(million VND/ year) (million VND/ month)
1. Up to 60 Upto5 5
2. From 60 to 120 From 5to 10 10
3. From 120 to 216 From 10 to 18 15
4, From 216 to 384 From 18 to 32 20
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5. From 384 to 624 From 32 to 52 25
6. From 624 to 960 From 52 to 80 30
7. Above 960 Above 80 35

The taxable income minimum rate applicable when calculating tax for a locally-resident foreigner is
VND 4 million.

455 ¢ NI YATSNI 2F C2NBAITY LygdSailiz2NBQ t NRPTFAI

According to the circular’ of Finance Ministry, profits earned by foreign investors from capital
investment under the Law on Investment in Viet Nam can be transferred abroad.

4.5.6 DisputeResolution andGoverningLaw

Dispute Resolution

Disputes involving a foreign-invested company may be referred to foreign or international
arbitrators, or ad hoc arbitrators. However, disputes between foreign investors and Vietnamese
state authorities must be referred to either Vietnamese arbitrators or Vietnamese courts, except
where provided otherwise in a contract between the foreign investor and a Vietnamese state body
or in an international treaty to which Vietnam is a party.

Governing Law

In general, investment activities in Vietnam must be governed by Vietnamese law. In the case of
foreign investment, foreign law may be chosen where the Vietnamese law does not specify,
provided that the choice of foreign law is not contrary to fundamental principles of Viethamese law.
The provisions of any international treaty to which Vietnam is a party will prevail over the provisions
of the Investment Law.

4.6 EMPLOYMENT REGULATIONS

It is important to understand the regulations governing employment in Vietnam, in particular the
labor code and minimum wage requirements.

4.6.1 Labor code

Under the Labor Code, Foreign Investment Enterprises (FIEs) may either directly recruit Vietnamese
employees or recruit via an authorized labor agency. The FIE is then required to register the list of
recruited Vietnamese employees with the local labor department and submit the reports on
utilization and changes of employees to the labor department on a periodic basis.

Except for the Director General, Deputy Director General and members of the Board of
Management, all expatriates working in a company for a period of more than 6 months are required

* A legal document to provide further instructions for implementation of the related law
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to obtain a Work Permit. The company is required to submit applications to the local labor
department to obtain the Work Permit for its expatriate employees.

There are different kinds of labor contracts, such as indefinite term, definite term and seasonal
work. The following deductions will be taken out of a salary check for expatriates:

9 Social Security contributions: 16% on gross salaries

9 Health insurance contributions: 3% gross salaries

1 Unemployment insurance contribution: 1% on gross salaries

4.6.2 Minimum WageRegulations
9 The rate of VND 1,340,000 per month is applicable to employees of enterprises located in
districts of Hanoi and Ho Chi Minh City;
9 The rate of VND 1,190,000 per month is applicable to employees of enterprises located in
suburb districts of major cities
9 The rate of VND 1,040,000 per month is applicable to employees of enterprises located in
the other areas.

5 Accounting and Auditing

5.1 Accounting

In addition to the accounting rules released by the Ministry of Finance, there are a number of
Vietnamese Accounting Standards (VAS) that businesses must comply with.

Recent VAS pronouncements are generally consistent with IFRS (International Financial Reporting
Standard), with a few slight differences to reflect and address the local circumstances. The reporting
of VAS-based financial statements follows a prescribed chart of accounts and report format.

An FIE may employ a full-time Chief Accountant or hire an accounting service firm operating
independently and legally in Vietnam.

5.2 Auditing

It is required that the annual financial statements of FIEs shall be audited by an independent
auditing firm. The audited financial statements shall be submitted to Ministry of Planning and
Investment (MPI), Ministry of Finance (MOF) and General Statistics Office (GSO) an the local tax
authorities where the head office of the FIE is located. Audited statutory financial statements should
be submitted within 90 days from the end of the financial year. The filing of audited financial
statements is the responsibility of the enterprise.

The FIE is required to report to MPI within 6 months from the implementation of its approved
investment capital. All relevant supporting documents for all expenditures during the construction
period should be retained.
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