Project calling foreign direct investment
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	Name of project
	Inland waterway passenger transport

	
	      Code:


	HN 87
	Date: 5 June 2002

	2
	introduction concerning hanoi city
	1
	Area:

	
	
	
	Total:
	920 km2

	
	
	
	Urban area:
	180 km2

	
	
	
	Suburban area:
	740 km2

	
	
	
	Number of districts:
	7

	
	
	
	Number of suburban districts:
	5

	
	
	2
	Population

	
	
	
	Total:
	2.500.000 

	
	
	
	Urban area:
	1.300.000 

	
	
	
	Suburban area:
	1.200.000 

	
	
	
	Population density:
	2.614 /km2

	
	
	3
	Growth rate of urban area (%):

	
	
	
	
	1980
	1992
	1995
	1997
	2000
	2010

	
	
	
	Urban area
	15
	26
	31
	38
	45
	65

	
	
	
	Suburban area
	85
	74
	69
	62
	55
	35

	
	
	4
	Educational bases:

	
	
	
	Category
	Number

	
	
	
	University
	30

	
	
	
	Secondary schools
	40

	
	
	
	Primary schools
	414

	
	
	
	Technical schools
	24

	
	
	
	International schools
	3

	
	
	5
	Health care:

	
	
	
	
	Number

	
	
	
	Hospital
	40

	
	
	
	Clinic
	285

	
	
	
	International hospital
	5

	
	
	6
	Hotel:

	
	
	
	
	Number

	
	
	
	Domestic hotels
	240

	
	
	
	International hotels
	32

	
	
	
	International apartments
	18

	
	
	7
	Economic indicators (annual):

	
	
	
	GDP growth 
	13-15%

	
	
	
	GDP per capita
	600-1.100

	
	
	
	Industrial production growth
	16-20%
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	potentials of Hanoi city
	1
	The capital of Socialist Republic of Vietnam

Hanoi - the Capital of Vietnam, is the Politic - Economic - Cultural - Science and Technology center of the country.

	
	
	2
	Stable political situation

In 2001, Vietnam has been voted as the safest country in the Pacific Asia. Being the Capital of Vietnam - Politic center, where the office of Vietnam leader located, Hanoi has a stable political base, social security are guaranteed.

	
	
	3
	Intellectual human resources

Hanoi is gathered with the intellectual human resources which is accounted for 62% of the whole country science and management cadres who gained university certificate, professors, masters, are living and working in Hanoi. Hanoi citizens' standard of culture and working skills are rather high. They are able to learn the modern technology and management in very short time. The labor cost in Hanoi is reasonable.

	
	
	4
	Big market 
Hanoi market potential, with population of about 2.5 million, is big. The Hanoi market also influences to other northern provinces, south of China and Lao. 

	
	
	5
	Stable electricity system 

	
	
	6
	Stable water supplied system 

	
	
	7
	Services expenses lower than other big cities in Vietnam and the world 
The expenses such as social services, real estate, land rental, water, electricity are lower than other trade centers in Vietnam and the world. 

	
	
	8
	A lot of industrial zones (5 industrial zones with foreign investment capital) 

	
	
	9
	Stable master plan of Hanoi City to 2020 
To become an industrial city, a modern capital, Hanoi authority has issued the General Master Plan to develop the Capital Economy and Society in the stage of 2001 - 2010.

	
	
	10
	International exchanging center of Vietnam 

	
	
	11
	Short time for issuing (granting) investment license 

	
	
	12
	Cultural traditional  

Hanoi is an ancient city which has been established and developed for nearly 1000 years since 1010.


	4
	Objective of Project
	
	Objective of Project is establishment of an inland waterway passenger transport network to meet the market demand.
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	Form of investment
	
	Joint Venture
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	Introduction of Vietnamese partner
	1.
	Name: Hanoi Waterway Transportation Company

	
	
	2.
	Head office: 881 Bach Dang - Hai Ba Trung - Ha Noi

	
	
	
	Tel: 84-4-9717568
	Fax: 84-4-9321174

	
	
	3.
	Authorized Representative: 
	Mr. Mac Hung Cuong

	
	
	
	Position: 
	Director

	
	
	4.
	Main business lines:

1. Domestic waterway and seaway transportation;

2. International seaway transportation;

3. Land and waterway joint transportation and provision of waterway tourism services;

4. Waterway transportation equipment repairing services;

5. Leveling, improvement and construction of transportation infrastructure.

6. Import and import on consignment of machines, equipment and spare parts for urban transportation.

7. Management and collection of fees for using of river ports in accordance with regulation of the Government and Hanoi People’s Committee.

	
	
	5.


	Company's background
	

	
	
	
	Certificate of Incorporation: The Company was founded by Decision No. 1914QD/UB dated 11 May 1993 of Hanoi People’s Committee.

	
	
	
	Ownership:
	State - owned enterprise

	
	
	
	Business result:

Total registered capital is: VND 6,758,000,000, includes: 

Fixed capital: VND 6,394,000,000 

Working capital: VND 364,000,000 

Average annual turnover of the Company is nearly VND 100 billion; the annual growth rate is from 6 - 8%.
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	potentials of Vietnamese partner
	1.
	Land:

	
	
	
	Total land area of the Company is about 16.000 m2 in Ha Noi.

	
	
	2.
	Plant:

	
	
	
	Includes 2 mechanic repairing workshops and 4 docks. Total area of plant is more than 10,000 m2.

	
	
	3.
	Machinery & equipment:

	
	
	
	Includes 4 transport ships with capacity of 400T, 8 tugging boats of from 135 - 144CV, 6 passenger ships of from 50 - 250 seats, capacity of 90 - 135CV, etc. Total value of machinery & equipment is estimated of about USD 8 million

	
	
	4.
	Human resource: 

	
	
	
	- Total number of staff :
	320 person, includes

	
	
	
	- Doctor:
	0

	
	
	
	- Master:
	0

	
	
	
	- Graduate:
	45

	
	
	
	- Worker:
	275
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	Proposed foreign partner
	
	Hanoi Waterway Transportation Company would like to cooperate with professional waterway passenger transport companies with strong financial capacity.
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	Investment capital
	
	Total investment capital:
	USD 5,000,000 

	
	
	1.
	Legal capital:
	USD 2,000,000 

	
	
	
	Ratio of legal capital contribution:
	40/60

	
	
	
	Vietnamese party contribute:
	USD 800,000 

	
	
	
	Cash:
	USD 800,000 

	
	
	
	Value of land-use right:
	0

	
	
	
	Plant:
	0

	
	
	
	Machinery and equipment:
	0 

	
	
	
	Foreign party contribute:
	USD 1,200,000 

	
	
	2.
	Loan capital:
	USD 3,000,000 


	10
	Structure of Investment capital
	1.
	Technology and equipment:
	51%

	
	
	2.
	Land cost:
	12%

	
	
	3.
	Working capital:
	29%

	
	
	4.
	Construction:
	8%
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	Profit share
	1.
	Vietnamese party:
	40%

	
	
	2.
	Foreign party:
	60%
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	Product of project
	
	On the basic of the market research and forecast on the northern market demand on waterway passenger transport, in the coming years, the Project shall establish a passenger transport network includes following routes:

	
	
	
	
	Transport route
	Type of transport 

	
	
	
	1
	Hanoi - Nam Dinh city 
	Waterway

	
	
	
	2
	Hanoi - Thai Binh 
	Waterway

	
	
	
	3
	Hanoi - Ben Xuoi (Hung Yen)
	Waterway

	
	
	
	4
	Hanoi - Son La
	Road & Waterway joint transport

	
	
	
	5
	Hanoi - Viet Tri
	Waterway

	
	
	
	6
	Hanoi - Hai Phong 
	Waterway

	
	
	
	7
	Other routes
	

	13
	capacity
	1.
	Design production capacity:

On the basic of the market research, design production capacity (maximum number of annual transporting passenger) of each transportation routes shall be as follows: 

	
	
	
	
	Transport route
	Capacity (person)

	
	
	
	1
	Hanoi - Nam Dinh city 
	200,000

	
	
	
	2
	Hanoi - Thai Binh 
	200,000

	
	
	
	3
	Hanoi - Ben Xuoi 
	300,000

	
	
	
	4
	Hanoi - Son La
	300,000

	
	
	
	5
	Hanoi - Viet Tri
	400,000

	
	
	
	6
	Hanoi - Hai Phong 
	400,000

	
	
	
	7
	Other routes
	500,000


	
	
	2.
	Forecasted transport ratio compare to the capacity:

The Project is expected to reach 80% of the Design production capacity in 3rd year from the date of its commencement of operation. In commencing years, the forecasted transport ratio shall be as follows: 

	
	
	
	Year
	Year 1
	Year 2
	Year 3

	
	
	
	Forecasted transport ratio
	60%
	70%
	80%

	
	
	
	After that, based on the market situation and business result, additional investment could be made to increase the design capacity.
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	Market of Project
	
	From 1986, Vietnam initiated an economic renovation. Since then, the economy has obtained many considerable achievements, the country has gradually passed the economic crisis, inflation had been controlled, GDP has increased at a high rate in comparison with that of other countries in the region and the world as well. The economic development has slowed down in 2 years 1998 - 1999 as it was influenced by the financial crisis in the region but it has been returned on the right track from 2000:

	
	
	
	
	Indexes
	1998
	1999
	2000
	2001

	
	
	
	1
	GDP per head (USD)
	352
	374
	400
	418

	
	
	
	2
	GDP growth rate (%)
	5.8
	4.8
	6.7
	6.8

	
	
	
	3
	Inflation (%)
	9.2
	0.1
	-0.6
	0.8

	
	
	
	4
	Total social investment capital (billion VND)
	96,400
	103,900
	120,600
	139,896

	
	
	
	In line with the economic development, the income per capita and purchasing capacity of the society has also increased. Demand on transportation in general as well as waterway transportation in particular in resent years is also rapidly increased.


	
	
	
	The statistical volume of passenger carried by type of transport in resent years are as follows (unit: million passenger): 

	
	
	
	Year
	Total
	Of which

	
	
	
	
	
	Railways
	Road
	Riverways

	
	
	
	1990
	326.8
	10.4
	271.5
	43.6

	
	
	
	1991
	436.5
	9.5
	332.9
	92.6

	
	
	
	1992
	493.0
	8.7
	388.7
	92.5

	
	
	
	1993
	516.4
	7.8
	419.2
	86.4

	
	
	
	1994
	555.5
	7.9
	440.6
	104.1

	
	
	
	1995
	593.8
	8.8
	472.2
	109.8

	
	
	
	1996
	639.2
	8.5
	509.4
	117.9

	
	
	
	1997
	685.5
	9.3
	548.0
	124.7

	
	
	
	1998
	725.7
	9.7
	584.8
	127.8

	
	
	
	1999
	763.5
	9.3
	624.7
	126.3

	
	
	
	2000
	799.2
	9.8
	658.7
	127.0

	
	
	
	2001
	844.2
	11.6
	693.7
	134.8

	
	
	
	(Source: Statistical Yearbook)

According to the statistical data, volume of passenger carried by road and waterways of some provinces in Red River Delta in 2000 is as follows (unit: million persons. km):

	
	
	
	Province
	Total
	Of which

	
	
	
	
	
	Road
	Waterways

	
	
	
	Hanoi
	555.1
	549.3
	5.8

	
	
	
	Hai Phong
	294.3
	271.5
	22.8

	
	
	
	Vinh Phuc
	56.6
	55.9
	0.7

	
	
	
	Ha Tay
	257.2
	254.4
	2.8

	
	
	
	Bac Ninh
	104.2
	103.9
	0.3

	
	
	
	Ninh Binh
	79.8
	79.7
	0.1


	
	
	
	At present, inland waterway transport is one of the most 5 important types of transportation in Vietnam. As it can use the natural rivers, inland waterway transport is highly effective. Large amount of investment in infrastructure is not required, one (1) HP can tug or push four (4) tons or more. In addition, other advantages of waterway is less environment pollution and safer than road transportation. Thanks to the above advantages, in resent years, waterway transport (both passenger and goods) continually growth at a high and stable rate, from 8 - 10%. However, up to now, waterway transport still is considered less developed, not commensurate with its potentials. 

According to Vietnam Inland Waterways Administration, the main reason of the situation is bad condition of inland waterways infrastructure, most of waterways routes are in natural condition, and there has not any big project for improvement of waterway transport system. In addition, Vietnam had not had a Master Plan, therefore, investment in ports was not sensible and effective, not meet the requirement of each area or route. The annual investment in inland waterway transport is only 2% of that of entire transport industry. Meanwhile, the volume of goods and passenger transported by inland waterway accounted to 30% of the total volume of that transported by entire transport industry. It is very clear that this ratio is too slow.

Awareness of the importance of the inland waterway transport, the Master Plan for Development of Inland Waterway Transport to the year 2020 was approved by the Government on 3 February 2001. According to the Master Plan, investment capital for priority projects to 2005 is VND 2,182 billion or VND 500 billion per annum. The river port system shall also be improved, each province shall has a central port. Passenger ports shall be constructed in Ha Noi, Ho Chi Minh city, Hai Phong and Can Tho. In addition, following projects has also been in preparation: 

· Upgrade Red River in Ha Noi area with total investment of about USD 250 - 300 million; 

· Upgrade Quang Ninh - Ninh Binh route enable vessels of 3,000 ton can access;

· Upgrade Quang Ninh - Pha Lai route with length of 156km and the route to Ha Noi, Viet Tri (the project is financed by Canada Government);   


	
	
	
	· Upgrade Hai Phong - Ha Noi - Viet Tri - Hoa Binh - Son La route, this project is planned to be completed in the next 5 years;

· Upgrade Lach Giang (Ha Noi) - Viet Tri - Lao Cai - China route.

According to the Ministry of Transport, total development investment for the inland waterway transport in period of 2002 - 2010 shall be about VND 6,182.6 billion. The purpose of the investment is meeting the transport requirement for economic development, maintain the market share of the inland waterway transport 25 - 30% of ton and ton km, 10 - 15% of passenger and passenger km of entire transport industry. Namely, to 2010, reach 55 million ton of goods and 200 million passengers.

In conclusion, demand on passenger and goods transport on inland waterway is forecasted to grow at a high rate in the coming years due to following reasons: 

· Vietnamese economy is predicted to grow at the rate of 7% annually. Economic development will lead to increasing need of transportation. 

· Upgrading routes shall make inland waterway transport faster and safer, meanwhile increase of traffic jam in road make more clients look for other ways for transportation.
· Particularly the Ha Noi-Son La route, the Government’s official approval of the Son La Hydro electricity Plant Project shall create a large number increase of passenger in this route in 10 years of construction (from 2005 - 2015). Especially, from the end of this year when the National Road No.6 (Hoa Binh-Son La) be in improvement, passenger transportation by road from the Western North of Vietnam to Ha Noi shall be blocked.
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	Technology of Project
	
	In passenger transportation, short time of transport and competitive price is the two main requirements of clients. 

The Project shall utilize waterway transport’s advantage is cheap price, in addition, advanced technology in management and equipment shall be used to shorten the time of transport and ensure safety so as the Project shall successfully compete with other types of transport such as road and railway and achieve the forecasted transport ratio. 
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	Equipment of Project
	
	In the first stage, 22 ships with capacity of from 50 - 150 seats shall be bought. For shortening the time of transportation, the ships shall have power of from 150 - 250CV. Equipment shall be state-of-the-art, that shall be built in Vietnam or imported.
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	economic efficiency of project
	1.
	Total turnover:

Average annual turnover of the Project shall be calculated on the basic of the proposed fare price and forecasted annual transport ratio. 

It is supposed that the annual transport ratio of the Project reaches 70% of the Design capacity, average annual turnover of the Project shall be: USD 2,205,000.

Total turnover of the Project in 30 years of operation is:
2,205,000 x 30 = 66,150,000 USD

	
	
	2.
	Total cost:

Average annual expense of the Project, which is calculated on the basic of estimated consumption of fuels, labor cost, price of water and electricity, salary, wage, depreciation of fixed assets, banking interest, management and marketing fee, taxes in Vietnam... shall be USD 1,234,800 (It is supposed that the annual transport ratio of the Project reaches 70% of the Design capacity).

Therefore, total expense of the Project shall be:
1,234,800 x 30 = 37,044,000 USD 

	
	
	3.
	Profit:

Total profit of Project in 30 years of operation shall be:
66,150,000  - 37,044,000 = 29,106,000 USD

	
	
	
	Average annual profit of the Project shall be:

29,106,000: 30 = 970,200 USD  

	
	
	4.
	Investment capital return: 

Projected to be 5.2 years.

	
	
	5.
	Period of loan capital repayment:

Within 6 years.
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	Employment
	
	The number of laborers shall depend on annual transport ratio of the Project. It is supposed that annual transport ratio of the Project reaches 70% of Design capacity, in stabilized operation year (3rd year), the Project shall create job for 146 direct laborers.  
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	Duration of project
	
	Duration of the Project is proposed of 30 years. This Duration is proposed to guarantee that the investor shall have enough time to recover its investment capital and gain a reasonable profit. The above duration could be extended by submission of application to the Government Authority by the investor.  
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	Available infrastructure
	1.
	Land:

· Location: Ha Noi port - Ha Noi.

· Area: 10,000 m2

· Transport system: Convenient for transportation. 

· Electricity system: Using the City's network system.

· Water supply system: Using the City's water supply system.

· Drainage system: has been built in accordance with the law and regulations on environmental protection.

· Ownership: The land shall be lease from Hanoi Port.

	
	
	2.
	Plant:

· Main location: Ha Noi port - Ha Noi.

· Area: 6,000 m2

· Value: USD 120,000
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	Tax policy
	
	"Inland Waterway Passenger Transport" is an specially encouraged investment project in accordance with the Law on Foreign Investment in Vietnam. Therefore, the Project shall be given much preferential treatment regarding to tax rate in accordance with the Law of Vietnam. 

	
	
	1.
	Corporate income tax:

Rate: 10% (in all time of the operation of the Project).

Exemption and reduction of Tax: The Project shall be exempt from import duties on imported equipment and goods-corporate income tax for four (4) years commencing from the time when their operations start to earn profits and shall be granted a fifty (50) per cent reduction for the four (4) subsequent years. 

	
	
	2.
	Profit remittance tax: 3%
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	Project implementation schedule
	1.
	Preparation of feasibility study, app.:
	0.8 month

	
	
	2.
	Submission of app. for investment license:
	1 month

	
	
	3.
	Legal capital contribution schedule:
	12 months

	
	
	4.
	Construction of office and plant:
	6 months

	
	
	5.
	Commencement of operation:
	10 months
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	Petition 


	
	Unless and until more preferential rates and terms are available to the Owner and/or the Company under the Laws of Vietnam, the Owner wishes to apply for the following Investment incentives for the Company:

	
	
	1.
	Preferential treatment in taxation:

As stated in the above Item 22 

	
	
	2.
	Foreign exchange matters:

The Company shall have the rights to obtain foreign currency from export of products and services that are permitted to export from Vietnam and use foreign currencies to facilitate its business activities; remitting profit abroad; payment for salaries of expatriate staffs working for the Company;

	
	
	3.
	Other Investment Incentives:

Other Investment Incentives shall be given the most favorable priorities in accordance with the current law and regulations of Vietnam.
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	Contact with
	Hanoi authority for planning and investment (API)

	
	
	Address: 17 Tran Nguyen Han, Hanoi, Vietnam

	
	
	Tel: 84-4-8260257
	Fax: 84-4-8251733

	
	
	API will give you more details about the project 

	
	
	 and guide, assist in procedures for setting up project  
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