Project calling foreign direct investment
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	Name of project
	construction of belt highway 

	
	Code:


	HN 86
	Date: 30 July 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
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	Population

	
	
	
	Total:
	2.500.000 

	
	
	
	Urban area:
	1.300.000 

	
	
	
	Suburban area:
	1.200.000 

	
	
	
	Population density:
	2.614 /km2
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	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 schools
	24

	
	
	
	International schools
	3
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	Health care:

	
	
	
	
	Number

	
	
	
	Hospital
	40

	
	
	
	Clinic
	285

	
	
	
	International hospital
	5
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	Hotel:

	
	
	
	
	Number

	
	
	
	Domestic hotels
	240

	
	
	
	International hotels
	32

	
	
	
	International apartments
	18
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	Economic indicators (annual):

	
	
	
	GDP growth 
	13-15%

	
	
	
	GDP per capita
	600-1.100

	
	
	
	Industrial production growth
	16-20%


	3
	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. 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. Every year, the number of engineers, specialists who are trained on transportation profession is enough to meet requirement of accessing scientific progress and transferring technology on management and operation of long distance Passenger transportation.

	
	
	4
	Big market 
Hanoi is a potential market with population of about 2.5 million people. The Project’s market influences provinces, towns from the North, the Central to the South of Vietnam. It also influences other countries in the region such as China, Lao and Cambodia and nations in Southeast Asia. At present, more than 3000 km of roads including high quality roads, national and provincial high ways from the North to the South is comfortable infrastructure for operation and implementation of the Project. Moreover, in the near future, when the Ho Chi Minh road Project is completed, the distance among three parts of the country will be shortened thus increasing quality of the infrastructure, convenience and safety for passengers. For industrial zones (IZ), the project shall meet major traveling demand of civil servants, pupils, students and military...

	
	
	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.
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	Objective of project
	
	Objective of Project is construction of Belt Highway.
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	Form of investment
	
	Construction – Operation – Transfer (B.O.T)
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	Introduction
	1.
	Name: Infrastructure construction and development corporation (IcDc)

	
	
	2.
	Head office: G1 Building Thanh Xu©n Nam - Thanh Xu©n District – Hanoi.

	
	
	
	Tel: 84-4-8542364

        84-4-8542365
	Fax: 84-4-8542655



	
	
	3.
	Authorized Representative: 
	Mr Dao Ngoc Nam

	
	
	
	Position: 
	General Director

	
	
	4.
	Main business lines:
	

	
	
	
	· Constructing roads, national road, provincial road, airport, ports;

	
	
	
	· Digging and earthmoving;

	
	
	
	· Blowing up stone with dynamite;

	
	
	
	· Drilling and placing stakes for foundation treatment;

	
	
	
	· Constructing industrial and civil works;


	
	
	
	

	
	
	
	· Constructing water drainage and supply system and environmental hygiene system;

	
	
	
	· Providing services of building designs and of technical economics;

	
	
	
	· Producing precast concrete component;

	
	
	
	· Repairing construction equipments and machines;

	
	
	
	· Producing roof panels (9 million m2); cement P30 (100,000 tons); tunnel bricks (25 million bricks); BLOCK brick (25 million) and Granite brick (1,500,000 m2);

	
	
	
	· Trading, importing and exporting construction machines, equipment and spare-parts as well as input materials for producing building materials;

	
	
	
	· House trading and developing;

	
	
	
	· Manufacturing spare-parts for construction motobikes; mechanic molding and hand-producing; molding of bearing for cement production and producing space frame platform, ect...

	
	
	5.
	Company’s background:
Cerificate of Incorporation: ICDC was established on Nov. 20,1995 under the Decision 998/BXD-TCL§ of Minister of Construction (based on the Association of Mechanical Construction Enterprises established on August 8th 1960 and the Construction Company No 18 established on May 19, 1961).

	
	
	
	Ownership:             State – owned enterprise

	
	
	
	Business result:

Annual turnover of ICDC is over 450 billion VND and annual growth rate is from 10 to 12%.
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	potentials of vietnamese partner
	1.
	Land: 

ICDC is possessing and using its land fund of 400,000m2 in its headquater in G1 Building, Thanh Xuan Nam, Hanoi and tens of thousands of hecta which are being used by its member companies:

	
	
	
	


	
	
	
	· Erection and Mechanized Construction Company No 9

· Erection and Mechanized Construction Company No10

· Erection and Mechanized Construction Company No12

· Erection and Mechanized Construction Company No 13,14,15,17,18,19,20

· Water and Electricity Erection Company

· Construction Consulting Company

· Water drainage and Infrastructure Development Company

· Dong Anh mechanic Company

· Quang Ngai Erection and Building Material Production Company.

	
	
	2.
	Plant: 

	
	
	
	Total area of workshop: 155,378.6 m2.

	
	
	3.
	Mechinery & equipment: 

	
	
	
	Total value of equipment and machines is estimated at 300 billion VND, equipment to 20,000,000 USD

	
	
	4.
	Human resource:

	
	
	
	Total number of staff:
	8,300 person, includes

	
	
	
	· Master:
	17

	
	
	
	· Graduate:
	970

	
	
	
	· Worker:
	7.413
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	proposed foreign partner
	
	ICDC expects to cooperate with construction corporations, producer and supplier of equipment and machines for the construction of belt highway, facilitating transportation in Hanoi and inter – transportation among Northern provinces.
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	Investment capital


	
	Total Investment Capital:
	100,000,000 USD

	
	
	1.
	Legal capital:
	35,000,000 USD

	
	
	
	Ratio of legal capital contribution (%):                      35/65

	
	
	
	Vietnamese party contribute:
	12,250,000  USD

	
	
	
	Cash:
	1,600,000 USD

	
	
	
	Value of land – use right:
	9,000,000 USD

	
	
	
	Plant:
	900,000 USD

	
	
	
	Machinery and equipment:
	750,000 USD 

	
	
	
	Foreign party contribute:
	22,750,000  USD

	
	
	2.
	Loan capital:
	65,000,000 USD
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	structure of investment
	1.
	Technology and equipment:
	25%

	
	
	2.
	Land cost:
	55%

	
	
	3.
	Working capital:
	5%

	
	
	4.
	Construction:
	15%
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	profit share
	1.
	Vietnamese party:
	40%

	
	
	2.
	Foreign party:
	60%

	12
	product of project
	
	After being put in operation, the project will meet all demands of travelling and transportation among different provinces, such as Vinh Phuc, Hanoi, Hai Duong ... at the maximized rate of transportation and at the same time help preventing large vehiclex from travelling across city.

	
	
	
	As for Vietnamese side, ICDC can take responsibility to provide all equipment and machines, to ensure the construction of belt highway at expected time and expected quality as well as technical requirements and highway standards. The belt highway is used only for high-speed vehicles and ensured for travelling continuity
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	Capacity
	1.
	Design production capacity:

Focusing on satisfying ever-increasing demands of transportation among Northern regions and other provinces of Hanoi. Transportation – involving vehicles flow is estimated to be served by the project as follows:

	
	
	No.
	Means of transportation
	Flow of vehicles

	
	
	
	
	Pick hour
	Normal hour

	
	
	1. 
	Bus (( 10 seats)
	
	400

	
	
	2. 
	Lorry
	
	250

	
	
	3. 
	Car (4-9 seats and (3.5tons)
	100
	150

	
	
	4. 
	Truck traiter (( 3.5 tons)
	
	50

	
	
	5. 
	Motobike
	170
	200

	
	
	6. 
	Container
	
	50

	
	
	Total
	270
	1100

	
	
	
	

	
	
	
	

	
	
	2.
	Annual production capacity and stable production year:

The project will be put into operation to meet the demands of transportation after 2,5 years for construction (including survey, design, construction, supervision and completion).
For the first 3 years, the completion plan is estimated as follows:

	
	
	
	Time
	1st year
	2nd year
	3rd year

	
	
	
	In comparison with total progress
	80%
	95%
	100%
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	Market of the project
	1.
	National market:

Vietnam is a developing country having relatively high rate of economic growth and urbanization. Urban traffic is a serious problem that need to be solved in the world in general and in Hanoi in specific. The State as well as Hanoi People’s Committee is currently focusing on solving step by step urban transportation and communication difficulties.

In line with the economic development, the passenger transport demand has also continually increased. Followings are statistic data of volume of passengers in the country in resent years:

	
	
	
	Year
	Volume of passengers carried

(million persons)
	Volume of passengers traffic
(million persons/km)

	
	
	
	1991
	436.5
	12861.0

	
	
	
	1992
	493.0
	14600.0

	
	
	
	1993
	516.4
	15272.0

	
	
	
	1994
	555.5
	16757.0

	
	
	
	1995
	593.8
	20431.6

	
	
	
	1996
	639.2
	22133.9

	
	
	
	1997
	685.5
	23201.8

	
	
	
	1998
	725.7
	24150.8

	
	
	
	1999
	763.5
	25415.9

	
	
	
	2000
	799.2
	27098.9

	
	
	
	2001
	844.2
	28850.7

	
	
	
	

	
	
	
	Grow index of the above 2 number (Previous = 100%):



	
	
	
	Year
	Volume of passengers carried (%)
	Volume of passengers traffic (%)

	
	
	
	1991
	133.6
	108.7

	
	
	
	1992
	112.9
	113.5

	
	
	
	1993
	104.7
	104.6

	
	
	
	1994
	107.6
	109.7

	
	
	
	1995
	106.9
	121.9

	
	
	
	1996
	107.6
	108.3

	
	
	
	1997
	107.2
	104.8

	
	
	
	1998
	105.9
	104.1

	
	
	
	1999
	105.2
	105.2

	
	
	
	2000
	104.7
	106.6

	
	
	
	2001
	105.6
	106.5

	
	
	
	The increase of passengers transport demand make the number of personal transport mean increased in resent years. According to the statistics, at the end of 2001, the number of vehicles in Vietnam (excludes vehicles of the number of the Army) is 532,684 unit. The number of motorcycle is also rapidly increased, at present the number of motorcycle in Vietnam is nearly 10 million and this number expected to increase at the rate of 1 million unit/years.

The rapid increase of personal transport mean and bad transport infrastructure is the reasons of serious traffic jam in big cities in Vietnam in recent years.

According to the statistic, the number of motorcycle in Hanoi and Ho Chi Minh City has grown at the rate of 18-20%/years. The ratio of road area to urban area is very low, only 6.1% in Hanoi and 4% in Ho Chi Minh City, meanwhile, in developed country, this ratio is from 20-25%.

At present, there are 416 road routs in Hanoi with total length of 267 km, accounts to 6.1% total urban area, this area is too low compare to the requirement of a developed city. To the years 2010, forecasted volume of passenger traffic shall be about 1,177 million. Therefore, the rehabilitation, improvement and construction of new transport infrastructure is urgent solutions of public transport in Hanoi.



	
	
	
	Based on the policy of Hanoi People’s Committee to focus on development of inhabitant areas in suburban areas and areas of the North Red river, there is a need to provide the transpotation means for people working in the city. 

The project is to promote the transportation servieces, cultural, economic and political connections in order to enable uniform development between Hanoi and its neighbouring provinces in the North and North East areas. 

In short, the rate of economic development of Hanoi and Northern provinces demonstrates the neccessarity of expanding Hanoi bounding roads. This confirms the feasibility of the project.



	
	
	
	Customers of the project:

Differed from other manufacturing and tranding business, transportation hardware construction always needs to pioneer. Thus the main income of the project at the beginning will be the State budget. The project, therefore, shall meet the transportation demand of the people, facilitating the developement of economy and society of Hanoi.

	
	
	2.
	Foreign market:

	
	
	
	· The implementation of the project will help develop an expertized group of experts, architects, engineers and planners for construction companies in Vietnam in general and for ICDC in particular. Those staff have enough experience and capability to carry out planning projects in other capitals of countries in the region and other developing countries in the world..

· Experience exchange and technology transfer in terms of management, exploitation, improvement and repair of transportation works, especially of highways.

	
	
	3.
	The targeted market of the Project:

	
	
	
	Based on the analysis of both internal and external markets and after taking into consideration the comparative advantages of Vietnam in terms of cheap prices of material input and labourforce, the project has the following objectives:

Doing survey, designing, constructing and completing Hanoi belt highway and linking with the existing transportation network;


	
	
	
	Dividing transportation flows and flows for different vehicles;

Investing, upgrading and restoring roads to ensure their quality for travelling and transporting;
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	Technology
	
	Using criteria:
Main factors having effect on the highway use include:

· Drivers;

· Cars and other means of transportation;

· Outside environment;
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	Equipment of the project
	
	Capability Designing:
1. Designing and constructing 4 lane – highway: Two lanes for vehicles, two lanes for mechanic means of transportation with a lane between the former and the latter;
2. Two ways are seperated by a seperated tape;
3. Emergent car-stop;
4. Other services;

	
	
	
	Equipment requirement:
All equipment involved must be bought by the Joint Venture or supplied by the foreign side. 

Currently, Vietnamese side has had enough equipment needed for the project.
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	Material source
	
	The material resource is based on the requirements mentioned in the highway designing plan. Currently, the material resource for the project is exploited and produced in Vietnam.
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	Economic efficiency of project
	1.
	Total turnover:

The main turnover of the project comes from the satisfaction of travelling demands, the enhancement of economic growth rate, the socio – economic development and the security requirement for the region.


	
	
	
	The fee collection will be paid for Maintenance Group of the Highway management Board (of the Project Unit). The payment is aimed at: workers, supervisors, managing team, improvement cost, upgrading cost, maintenance cost for controlling facilities and transportation instruction equipment, transportation sign, etc.

	
	
	
	

	
	
	2.
	Total expense:

Total expense of the Project is calculated on the basis of the consumption rate of expected material input and labourforce and of the prices in Vietnam for other production costs such as material, fuel, components imported or bought domestically; electricity, water, salary, wages, facility depreciation, infrastructure facilities, interest rate of bank loan and management cost, ect... 

The cost will be aggregated for each item from survey, designing to construction and completion for 2,5 years of construction and 20 years of operation: 80,000,000 USD 

	
	
	3.
	Profit:

Total profit for 20 years of operation:

50,000,000 – 18,625,000 = 31,375,000 USD USD

	
	
	
	Average profit per year:

31,375,000 : 20 = 1,568,750 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 labour force of the project is required to have qualification and experience in terms of designing and construction of highway system. The foreign partner is capable of providing such as a staff.

The direct labourforce for the highway construction have to ensure the estimated time of 2,5 years. Apart from the ICDC’s staff, about 2,000 labours will be employed from surrounding districts and communes.
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	duration of project
	
	The operation duration is estimated to be 20 years. The duration is designed with a view to ensure the ability and opportunity of capital recovery and reasonable profit collection for investor.

After 20 year, if the Vietnamese companies or partner can be able to take responsibility for highway maintenance, improvement and exploitation, the Project Management Unts will take into account the transfer of the whole project based on the legal approval of the Socialist Republic of Vietnam.
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	Available
	1.
	Infrastructure
· Location: Member enterprises of ICDC located in Hanoi and ICDC’s office;

· Area: over 70.000 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 was leased to ICDC by Hanoi People’s Committee. 

	
	
	2.
	Transport Network:
· Establishing supporting road system for the project implementation, ensuring the transportation costs at minimum rate and facilitating the exploitation of various material resources.  

	
	
	
	· The rate of land fund for transportation network development is now taken into consideration and invested by the Hanoi People’s Committee. According to the primary accounts, the land fund for transportation system in Hanoi has reached over 10% and is gradually raised.
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	Tax policy
	
	The Project “Construction of belt highway” is the stimulated project by the foreign investment law and the exported value is 50%. Therefore, the Project shall be received much preferential treatments in tax policy.

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

Exemption and reduction of Tax: The Project shall be exempt from 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.

Profit remittance tax: 5%
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	Project implementation schedule
	1.
	Preparation of feasibility study, app.:
	2 month

	
	
	2.
	Submission of app for investment license:
	0.6 month

	
	
	3.
	Legal capital contribution schedule:
	6 months

	
	
	4.
	Construction of office and plant:
	2 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 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 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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