PROJECT CALLING FOREIGN  DIRECT INVESTMENT
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	Name of project
	Two – lane railway Line (hanoi – haiphong – quangninh)

	
	Code:


	HN 156
	Date: 25 September 2002
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	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
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	Educational bases:

	
	
	
	Category
	Number

	
	
	
	University
	30

	
	
	
	Secondary schools
	40

	
	
	
	Primary schools
	414

	
	
	
	Technical vocational schools
	24

	
	
	
	International schools
	3

	
	
	5
	Health care:

	
	
	
	
	Number

	
	
	
	Hospital
	40

	
	
	
	Clinic/Medical center
	285

	
	
	
	International hospital
	5

	
	
	6
	Hotel:

	
	
	
	
	Number

	
	
	
	Domestic hotels
	240

	
	
	
	International hotels
	32

	
	
	
	International apartments
	18

	
	
	7
	Economic indicators (annual):

	
	
	
	GDP growth rate
	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 was voted as the safest country for investment and tourists in the Pacific Asia. Being the Capital of Vietnam - Politic center, where the offices of Vietnam leader are located, Hanoi has a stable political base, guaranteed social security.

	
	
	3
	Intellectual human resources

Hanoi is a city gathered with the rich intellectual human resources. 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 access the modern technology and management in very short time. The labor cost in Hanoi is reasonable. 

	
	
	4
	Big market 
Hanoi is a potential market with population of about 2.5 million. Hanoi market also influences to other market in Northern towns, provinces in south of China and Lao and other potential countries in region. 

	
	
	5
	Electricity system: Stable

	
	
	6
	Water supplied system: Stable

	
	
	7
	Services expenses lower than other big cities in Vietnam and in 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 or joint-ventures: Thang Long - Noi Bai; Sai Dong A; Sai Dong B; Noi Bai; Hanoi – Central Station) 

	
	
	
	

	
	
	9
	Stable Master plan for Hanoi City to 2020 
To become an industrial city, an elegant, modern capital, Hanoi authority has issued the General Master Plan for Socio-economic development of the Capital in the stage of 2001 - 2010.

	
	
	
	New urban centers:

· South Thang Long area and 5 precincts in Tay Ho district: total area is about 3,283 ha.

· Cau Giay district and a new developing area (reach to Nhue river): total area is 2,586 ha.

· Thanh Xuan district and new area for building urban centre: total area of 1,663 ha.

· The South area of Minh Khai road has total area for building urban centre of 1,990 ha.

· The North area of Thang Long bridge is about 3,850 ha.

· Co Loa area has 3,245 ha.

· Dong Anh area have 1,430 ha.

· The South and North area of Duong river is 4.925ha.

The potential area will be built to be modern buildings (average 5-floor buildings), land utility index is twice. At the beginning, the average standard of living room is 12m2/person, in long term is 18-20m2/person.
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	International exchanging door of Vietnam 

	
	
	11
	Issuing (granting) investment license in short time 

	
	
	12
	Long traditional culture 

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

	4
	Objective of Project
	
	The target of the Project is to build a two-lane railway line from Hanoi to Quang Ninh for tourist demand.
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	Form of investment
	
	Joint Venture
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	Introduction of Vietnamese partner
	1.
	Name: Vietnam Railways Unions

	
	
	2.
	Head office: 118 Le Duan street – Hoan Kiem - Hanoi

	
	
	
	Tel: 84-4-9424464

         
	Fax: 84-4-9422866

Email: dsvn@hn.vnn.vn

	
	
	3.
	Authorized Representative: 
	Dr. Nguyen Huu Bang

	
	
	
	Position: 
	Acting General Director

	
	
	
	

	
	
	4.
	Main business activities:

Vietnam Railway Union takes responsibility of supervising and collaborating with Coalition Enterprises as well as enterprises belonging to sectors related to Railway. This organ is also responsible for mapping out Railway development strategies, developing Foreign investment Projects and Modernization Program for  Railway sector.

In its organization structure, Vietnam Railways Union includes 5 functional groups: Transportation, Construction, Managing Infrastructure and organizing services related to Railways and Coalition Organ.

	
	
	5.
	Union’s History:

Vietnam Railway history started from 1881 with the construction of the first Railway connecting Sai Gon and My Tho. After 4 years, the first train trip departed Sai Gon to My Tho on July 20th 1885.

Before 1989, Railway system was controlled by one Central Organ called Railway General Department with head quarter in Hanoi. In 1989, Railway sector was restructured to be one State-owned Enterprise and renamed Vietnam Railways Union. The Union operates following open market principles.

	
	
	
	Ownership:
	State - owned enterprise

	
	
	
	Business achievement: 

Goods transportation of the sector in September reached to 565 thousands of ton and 171 million tons-km; equal 109,3% and 107,6% of the plan, increasing 16% on tons and 18% on ton-km compared with the same time in 2001. Passenger transportation reaches to 793 thousand turns and 244 million passengers-km; accounting for 96,7% and 91% of the plan; recording 97% on passengers and increasing 11% compared to the same period last year.

Total turnover in transportation reaches VND 108 billion,   overcoming VND 2 billion of the plan and exceed VND 16,3 billion compared with the same period in 2001. 

The Union’s  annual turnover is more than VND 250 billion and annual growth rate is from 10-15%. 
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	potentials of Vietnamese partner
	1.
	Land:

The Union was given preference to develop and construct infrastructure with large area at Head quarter and hundreds thousand ha of land at Enterprises:

Railway transportation Coalition Enterprise, area I –120 Le Duan street, Ha Noi.
Railway transportation Coalition Enterprise, area II –7 Tran Cao Van road, Danang city

Railway transportation Coalition Enterprise, area III – 136 Ham Nghi road, District 1, Ho Chi Minh city

According to geographic aspect, Railway System is divided into 3 areas and each area is managed by one relatively Coalition Enterprise (directly belonging to Transportation ). They are:

Railway transportation Coalition Enterprise, area I:
Manage and Operate Railway network in the North  from China to Dong Hoi (Quang Binh);

Railway transportation Coalition Enterprise, area II:

Manage and Operate Railway network in the Central  from Dong Hoi (Quang Binh) to Dieu Tri (Binh Dinh);

Railway transportation Coalition Enterprise, area III:

Manage and Operate Railway network in the South  from Dieu Tri(Binh Dinh) to Ho Chi Minh city;

Headquarter of the Vietnam Railways Union is at 118 Le Duan Street, HaNoi. It is an organization that takes responsibility to consult Management Board and supervise and collaborate with Coalition Enterprises as well as enterprises whose activities relate to Railway. This organ is also responsible for mapping out development strategies, executing Projects with foreign investment and programs for Modernization of Railway.

	
	
	2.
	Locomotives, railroad cars and equipment:

	
	
	
	
	
	

	
	
	
	Categories of Locomotives/ railroad cars
	Quantity
	Total capacity

	
	
	I
	Total locomotives
	410
	315,930

	
	
	1. 
	Steam locomotives
	41
	48,480

	
	
	2. 
	Diesel locomotives
	369
	267,450

	
	
	II
	Total railroad cars
	5,232
	111,638

	
	
	1. 
	Railroad cars for passengers 1000mm
	895
	2,996

	
	
	2. 
	Railroad cars for passengers 1.435mm
	8
	588

	
	
	3. 
	Railroad cars for goods 1.000mm
	4,012
	96,565

	
	
	4. 
	Railroad cars for goods 1.435mm
	317
	11,489

	
	
	4.
	Human resource: 

	
	
	
	- Total number of staff :
	44,475

	
	
	
	- Transportation department:
	21,123

	
	
	
	- Infrastructure department:
	14,525

	
	
	
	- Industry department:
	3,151

	
	
	
	- Construction department:
	4,528

	
	
	
	- Service department:
	236

	
	
	
	- Schools:
	912
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	Proposed foreign partner 
	
	Vietnam Railway Union is willing to cooperate, joint venture with prestigious Corporations, Manufacturers on supplying equipment and services who experienced with transferring advanced technology, modern management methods in developing and executing Projects. 
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	Investment capital
	
	Total investment capital:
	USD 500,000,000 

	
	
	1.
	Legal capital:
	USD 180,000,000 

	
	
	
	Ratio of legal capital contribution:
	42/58

	
	
	
	Contribution of Vietnamese party:
	USD 75,600,000 

	
	
	
	Cash:
	USD 18,900,000 

	
	
	
	Value of land-use right:
	USD 34,020,000

	
	
	
	Plant:
	USD 7,560,000

	
	
	
	Machinery and equipment:
	USD 15,120,000

	
	
	
	Foreign party contribute:
	USD 104,400,000 

	
	
	2.
	Loan capital:
	USD 320,000,000 
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	Structure of Investment capital
	1.
	Technology and equipment:
	30%

	
	
	2.
	Land value:
	50%

	
	
	3.
	Working capital:
	7%

	
	
	4.
	Construction:
	13%
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	Profit share
	1.
	Vietnamese party:
	40%

	
	
	2.
	Foreign party:
	60%
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	Product of project
	
	Based on socio-economic situation and tourist potential of this area, based on long-term development Plan of the Government and in order to meet the demand of industrialization and modernization of Railway transportation, the output of the Project is a two-lane Railway line Hanoi-QuangNinh. When the Project comes into operation, it will contribute to transportation of import, export goods among provinces in the North in coming years as well as transportation of tourists thus accelerating socio-economic development of the main point economic triangle Hanoi – Haiphong – Quangninh.

	13  
	Capacity
	1.
	Design capacity:

As analysis in part 12, the forthcoming objective of the Project is to boost the development of the Railway System and then gradually meet tourist development demand. 

	
	
	Category
	Rotation (Passenger- km)
	Activity Scope

	
	
	
	1st Category
	2nd Category
	

	
	
	Soft chair
	480,000
	384,000
	Two-lane Railway line Hanoi-Haiphong-Quang Ninh



	
	
	Hard chair
	192,000
	384,000
	

	
	
	Hard bed
	288,000
	192,000
	

	
	
	Soft bed
	500,000
	400,000
	

	
	
	Total
	1,460,000
	1,360,000
	

	
	
	
	
	
	


	
	
	2.
	Yearly production capacity and anticipated stable production year:

· It is anticipated that the Project will reach designed capacity in 5th  year since its operation and could recover capital during 20 years.

· In the first 5 years, yearly transportation production capacity compared to designed capacity will be as follows:

	
	
	
	
	Year 1-3
	Year 4
	From 5th year

	
	
	
	Production capacity compared to designed capacity
	70%
	95%
	100%

	
	 
	
	After 5 years, based on tourist demand and transportation business result, expansion of the Project’s investment and increase of designed capacity may be considered to meet  demands of tourist transportation market.
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	Market of Project
	
	Domestic Market 

Hanoi – Hai Phong – Quang Ninh are the main points cities of the economic triangle in Northern Delta in the long-term economic development strategy of the Government, 

Hai Phong and Quang Ninh with convenient geographical position have advantages in tourism and sea-port. Annually beautiful landscapes such as Do Son beach, Cat Ba island have attracted a large number of domestic and foreign tourists. Besides, HaiPhong port is the biggest port of the North, an important commercial exchange door with many countries. Quang Ninh is the province which has very favorable geographical position: bordering China through Mong Cai frontier pass, many sea-ports. Quang Ninh is also well-known with  HaLong bay which was recognized by UNESCO as a world heritage. Every year Quang Ninh receives millions tourists who come for visiting and for holidays. Therefore, a good quality transportation for tourists is urgent demand. The implementation of the two-lane railway line will give favorable condition for socio-economic development of those provinces. 

Statistic data on yearly transportation production showed that the portion of railway transportation accounts for only 25%-30% on tons and ton/km, 20%-25% of passengers and passenger-km.

	
	
	
	

	
	
	
	With current infrastructure, the highest speed of train is only 30-70km/h on itinerary Hanoi – Haiphong.  It is anticipated that itinerary Hanoi- HaiPhong in 2005 will serve 1,690 thousands passengers/year, in 2010 : 2,260 thousands passengers/year and in 2020 : 4,050 thousands passengers.

Hanoi – HaLong itinerary in 2005 will serve 225 thousands passengers/year, in 2010: 1,650 thousands passengers/year and 2020: 3,240 passengers/year.

On January 7th 2002, the Prime Minister approved “ Master Plan for Railway transportation Development to 2020”.

	
	
	2.
	Foreign Market:

· Convenient transportation among provinces and big cities in the North will also provide favorable condition for transportation among countries in the region, especially China.

· With the expansion and development of railway transportation lines, the Project could provide capable, experienced specialists, technicians, and strategists to execute, manage, operate Railway Projects and connect our Railway lines with railway system in the region.

· Gradually transferring technology, providing experiences on managing, trading in transportation for tourism.

	
	
	3.
	Market targets of the Project:

Based on analysis of domestic and foreign market, considering competitive advantages of Vietnam on material, fuel and labor low cost, the set target of the project is to obtain following objectives in the 5th year’s of stable operation:

· Open new lines, design itineraries and build network for railway system of three areas: North-Central-South.

· Reorganize production, operation and provision for long-distance transportation for tourism, combine with other trading services of the project (e.g.: provide services such as motels, reasonable stops at tourist areas or places of interest)

· Invest, upgrade and renew means of transport, enclosed equipment, and applied modern method of management.

Improve quality of railway transportation services for tourists, attract major travelling demand of tourists in the area, especially tourists visiting cultural heritage HaLong.  When the project comes into operation, it could meet 60% to 75% traveling demand of tourists.
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	Technology 
	
	The Project will use locomotives of Sec and Slovakia (D12E), of Benjum (D18D), renewed (D19E), Dong Phong (D16E) with high capacity.  
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	Equipment of the  project
	
	The Project equipment should be modern, suitable with practical conditions in Vietnam. Domestic manufactured equipment is given preference in use for the project if their quality meets requirement.

	
	
	
	Type of Locomotive
	Capacity
	Railroad car
	Quantity

	
	
	
	Diesel Sec-D12E
	1,000
	Soft seat
	4,800

	
	
	
	Diesel Benjum-D18E
	1,800
	Hard seat
	1,920

	
	
	
	Diesel Rumani D11H
	1,100
	Hard bed
	2,880

	
	
	
	Diesel Doimoi D19E
	1,900
	Soft bed
	10

	
	
	
	Diesel Dong Phong 16E
	1,600
	
	

	
	
	
	Project equipment should be modern one purchased by joint-venture or supplied by foreign partner.

At present, some factories of the Union are able to manufacture, install and design some types of railroad cars with similar capacity with good price and services.
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	Material source
	The Project requires petroleum products as main fuel. But at present, Vietnam could not produce. Therefore, it is anticipated that to the 5th year, 50% of total fuels, spare parts, replaced equipment and tools for maintenance will be purchased or manufactured at domestic market. The remaining will be imported. 

	
	
	Stt
	Products (services)
	Turnover (USD)

	
	
	1
	Rotation  of passengers
	78,750,000

	
	
	2
	Construction, installation
	28,125,000

	
	
	3
	Other services
	5,625,000

	
	
	
	Total
	112,500,000

	
	
	
	Total turnover of the Project in 20 years shall  be: 

112,500,000 x 20 = 2,250,000,000
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	economic efficiency of project 
	1.
	Total turnover:

Supposed cost of products, services will be identified on the survey of quality and price of the same kinds of products sold  in Vietnamese.

Annual turnover of the Project is calculated based on selling price and annual anticipated producing capacity. 

It is supposed that if the annual production of the Project reaches 80% of the Design capacity, the annual average turnover of the Project shall be: 8,320,000 USD. 

Total turnover of the Project in 40 years of operation is: 8,320,000 x 40 = 332,800,000 USD

	
	
	2.
	Total expenses:

Total expenses of the Project shall be calculated on the basic of estimated consumed raw materials and price level in Vietnam on production of expenses such as: raw materials, domestic or imported spare parts, wages, water and electricity cost, equipment amortize, infrastructure, banking interest, management and marketing fee, taxes...

It is supposed that if the annual production of the Project reaches 80% of the Design capacity, the annual average expenses of the Project shall be 31,250,000 USD.

Therefore, total expense of the Project in 40 years shall be:
31,250,000 x 20 = 625,000,000 USD 

	
	
	3.
	Profit:

Total profit of Project in 40 years of operation shall be:
2,250,000,000 – 625,000,000 = 1,625,000,000 USD

Average annual profit of the Project shall be:

1,625,000,000: 20 = 81,250,000 USD  

	
	
	4.
	Investment capital return: 

Projected to be 8 years.

	
	
	5.
	Period of loan capital repayment: 

Within 12 years.
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	Employment
	
	The number of laborers shall depend on technology and operation capacity of the Project.

It is supposed that if the annual production of the Project reaches 80% of the Design capacity, in the 4th, 5th year of stable operation, the Project could provide jobs for about 3000 direct laborers.
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	Duration of project
	
	Proposed duration of the Project is 20 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 infrastructu-re
	1.
	Land:

· Location: At member enterprises of the Railway Union and stations current in use.

· Area: Over 50,000 m2

· 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.

· Legal Ownership: The land is managed by Vietnam Railway Union. 

	
	
	2.
	Plant:

· Location: At Locomotives enterprises under management of the Vietnam Railway Union.

· Area: 60,000 m2

· Value: USD 1,250,000
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	Tax policy
	
	Project " Construction of two-lane Railway line Hanoi – Hai Phong – Quang Ninh” is an encouraged investment project in accordance with the Law on Foreign Investment in Vietnam. Therefore, the Project shall be given the highest preference on tax rate in accordance with the Law of Vietnam.


	
	
	1.
	Corporate income tax:

Tax rate:  20% (in entire duration of the Project)

Reduction of Tax: The Project shall be exempt from corporate income tax for two (2) years since it earn profits and shall be granted a fifty (50) per cent reduction in the 2 following years.

	
	
	2.
	Tax for oversea profit transfer: 7%
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	Project implementation schedule
	1.
	Preparation of feasibility study, app.:
	2 months

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

	
	
	3.
	Legal capital contribution schedule:
	10 months

	
	
	4.
	Construction and reconstruction:
	4 months

	
	
	5.
	Commencement of operation:
	30 months
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	Petition 


	
	Unless and until more preferential rates and terms are available to the Owner and/or the join venture 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 transfer 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 

	
	
	Vietnamese party and guide, assist in procedures for setting up project  


13
1

