Project calling foreign direct investment

1
Name of project
manufacture of canned food for export


Code:


HN 48
Date: 18 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%

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 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 production of canned meat, fruit and vegetable for domestic market and export.

5
Form of investment

Joint Venture

6
Introduction of Vietnamese partner
1.
Name: Hanoi Foodstuff Company 



2.
Head office: 24-26 Tran Nhat Duat - Hoan Kiem - Ha Noi




Tel: 84-4-8256619
Fax: 84-4-8282601



3.
Authorized Representative: 
Ms. Nguyen Thi Dieu Tu




Position: 
Director



4.
Main business lines:

1. Import, export, trade, wholesale or retail of raw materials and materials, consumer goods, fresh foodstuffs, processed foodstuffs, fresh and processed seafood, raw materials for producing foodstuff and animal feeds;

2. Distribution, acting as agent, joint venture and business cooperation with domestic and foreign partners;

3. Producing and processing foodstuffs with major products includes:

· Fresh pork meat and its processed products,

· Fresh beef meat and its processed products,

· All kind of poultry products,

· Other processed foodstuffs,

4. Hotel services;

5. Office and store leasing services;



5.


Company's background





Certificate of Incorporation: The Company was founded in 1957 and refounded by Decision No.490 QD/UB dated 26 January 1993 of the Hanoi People’s Committee. 




Ownership:
State - owned enterprise




Business result:

Average annual turnover of the Company is more than VND 100 billion; the annual growth rate is from 8 - 10%. 

7
potentials of Vietnamese partner
1.
Land: 




Total land area of the Corporation is about 80,000 m2, in all over districts of Hanoi city.



2.
Plant: 




Total area of plant is more than 24,000 m2.



3.
Machinery & equipment: 




Total value of about USD 12 million.



4.
Human resource: 




- Total number of staff :
2,600 person, includes




- Doctor:
1




- Master:
2




- Graduate:
80




- Worker:
2,517

8
Proposed foreign partner 

Hanoi Foodstuff Company would like to cooperate with professional canned food manufacturers, who could transfer advanced technology and prestige trade mark, especially, who has market for exporting a part of the Joint Venture's products.  

9
Investment capital

Total investment capital:
USD 8,000,000 



1.
Legal capital:
USD 3,000,000 




Ratio of legal capital contribution:
40/60




Vietnamese party contribute:
USD 1,200,000 




Cash:
USD 340,000 




Value of land-use right:
USD 700,000 




Plant:
USD 160,000 




Machinery and equipment:
0 




Foreign party contribute:
USD 1,800,000 



2.
Loan capital:
USD 5,000,000 

10
Structure of Investment capital
1.
Technology and equipment:
61.2%



2.
Land cost:
8.8%



3.
Working capital:
28%



4.
Construction:
2%

11
Profit share
1.
Vietnamese party:
40%



2.
Foreign party:
60%

12
Product of project

On the basic of the survey on domestic and foreign market demand, the Project shall focus on production of canned meat of all kinds, canned fruit and vegetable. The followings are information about the products: 





Products
Quality standard
Technical specification




1
Canned pork 
JIS
All sizes




2
Canned poultry 
JIS
All sizes




3
Canned fruit
JIS
All sizes




4
Canned vegetable
JIS
All sizes

13
Production capacity 
1.
Design production capacity: 

On the basic of the market research (as following analysis), the Design production capacity of the Project is proposed as follows:





Products
Unit 
Design capacity




1
Canned pork 
can
5,000,000




2
Canned poultry 
can
5,000,000




3
Canned fruit
can
3,000,000




4
Canned vegetable
can
2,000,000



2.
Output and stabilized production year:

The Project is expected to reach the Designed production capacity in the 3rd year from the date of its commencement of operation. In commencing years, the output shall be as follows:





Products
Year 1
Year 2
Year 3




1
Canned pork
3,000,000
4,000,000
5,000,000




2
Canned poultry
3,000,000
4,000,000
5,000,000




3
Canned fruit
1,800,000
2,400,000
3,000,000




4
Canned vegetable
1,200,000
1,600,000
2,000,000




In following years, based on the market situation and business result, additional investment could be made to increase the Design production capacity.

14
Market of Project
1.
Domestic market:

In resent years, Vietnamese economy has rapidly developed people’s living standard has considerably improved, social buying capacity has been upgraded. 

In line with development of entire economy, Vietnamese agriculture has also quite rapidly developed, among the agricultural branches, animal husbandry and plant growing has encouraging results. Though, many difficulty has been caused by annual natural calamities to agricultural production but the annual foodstuff output has grown nearly 1 million ton per year, meat output of all kinds has grown 70,000 ton (this number of pork only is 58,900 ton). According to the Ministry of Agriculture and Rural Development, the increase in number of cattle and poultry head in resent years is as follows:




Cattle & poultry
Unit
Number
Ave. annual growth rate (%)






1990
1999





Pig
Million
12.2
18.8
5.0




Cow
Million
3.12
4.06
3.0




Chicken
Million
80.1
135.70
6.5




Duck
Million
23.6
43.50
7.0




Goat
Thousand
370
510
4.2




The growth rate of animal husbandry’s output (meat of all kinds) in resent years is about 6%/year. animal husbandry’s output per head in reason years is as follows:




Product
Unit
1990
1995
1999
Ave. annual growth rate (%)




Pork
Kg/per.
11,00
13,60
17,28





Poultry
Kg/per.
2,52
2,66
3,43





Cattle
Kg/per.
1,69
1,73
1,72





Total
Kg/per.
15,21
17,99
22,43
4,4




In addition, plant growing has also rapidly developed with the average annual growth rate of fruit and vegetable is about 6 - 8% per year. 

Moreover, with the formation of big farms in both animal husbandry and plant growing, Vietnamese agriculture has gradually escape from “the situation of self-sufficing” and integrate into market economy. 

At the same time, the formation of big farms also require a stable outlet and efficiently processing and preserving products when that products are simultaneously harvested in big quantity.




In conclusion, foundation of foodstuff processing factories is required as outlet solution for the development of Vietnamese agriculture. Preservation and processing of meat, fruit and vegetable have a very important meaning in distribution and increase of trading value of those products.  

Canning has been considered as an effective Preservation method for distribution of foods to far regions and now it has more widely been used. 

At the same time, the above development also reflects the increasing demand on those products of the society. Vietnamese market’s demand on canned foods has been increasing. Thank to its convenience, canned foods are now more widely used by Vietnamese people.



2.
Foreign market:
In resent year, domestic market demand on agricultural products has rapidly developed but it is still small in comparison with that of other countries in the world, particularly regarding to the demand on meat. In 1999, the meat consuming quantity per head in Vietnam is 22kg, meanwhile in China is 38kg/person, Taiwan: 45kg/person, HongKong: 55kg/person, Thailand: 28kg/person, etc.

For poultry, according to FAO’s estimation, the world market demand on chicken in 2005 shall be 88 million ton compare to that in 1998 is 51 million ton. It is quite a rapid growth. However, when make a comparison of chicken demand among the countries, big gaps can clearly be seen and those gaps also reflect potentials for development in the future in the world as well as in Asia. In 1996, the average annual consuming quantity of poultry per person in the world is 9.7kg but in United States, this quantity amounted to 45kg and in HongKong is 43.4kg; Israel: 38.3kg; Canada: 30.7kg. Meanwhile, in India, this quantity is less than 0.6kg and in Indonesia is only 4.9kg; China: 8.5kg; Thailand 13.8kg; Japan: 14.9kg; Vietnam: 2.7kg. Those number show that there are along time before poultry demand reaches saturation point in the world and particularly in Asian market. 

The main exporting market of the Project shall be traditional markets of Hanoi Foodstuff Company, such as: Japan, Singapore, Malaysia, Korea, Australia, France, Germany... and other markets that the Foreign Partner may have distribution network.



3.
Market objective of the Project:

Basing on the domestic and foreign market demand on the products, taking the competitive advantages of Vietnam into account in terms of low cost of fuel and material, cheap labor, the Project is targeted to export 85% of its products in the 3rd year. The ratio of export in beginning years is proposed as follows:




Market
Year 1
Year 2
Year 3




Export: 
80%
82%
85%




Domestic:
20%
18%
15%

15
Technology of Project

The technology to be chosen shall be advanced technology for manufacture of high-quality products with low cost price to compete with other manufactures to take a market share in Vietnam and achieve the proposed export ratio.  

16
Equipment of Project

Equipment shall be state-of-the-art, that shall be bought by the Joint Venture or provided by the foreign Party. 

17
Raw material resources

On the basic of the need of materials and supplying capacity of domestic resources, 100% of materials are proposed to be domestically bought.

18
economic efficiency of project 
1.
Total turnover:

Proposed price of the Project's product shall be determined on the basic of market survey on price and quality of similar products in Vietnamese and proposed exporting markets. Average annual turnover of the Project shall be calculated on the basic of the proposed price and estimated annual output of the Project.




It is supposed that the annual output of the Project reaches 80% of the Design production capacity, average annual turnover of the Project shall be: USD 9,652,000.

Total turnover of the Project in 35 years of operation is:
9,652,000 x 35 = 337,820,000 USD



2.
Total expense:

Average annual expense of the Project, which is calculated on the basic of estimated cost for materials, labor, water and electricity, salary, wage, depreciation of fixed assets, banking interest, management and marketing fee, taxes in Vietnam... shall be USD 8,107,680 (It is supposed that the annual productivity of the Project reaches 80% of the Design production capacity).

Therefore, total expense of the Project shall be:
8,107,680 x 35 = 283,768,800 USD 



3.
Profit:

Total profit of Project in 35 years of operation shall be:
337,820,000 - 283,768,800 = 54,051,200 USD

Average annual profit of the Project shall be as follows:
54,051,200 : 35 = 1,544,320 USD  



4.
Investment capital return: 

Projected to be 5.2 years.



5.
Period of loan capital repayment: 

Within 6 years.

19
Employment

The number of laborers shall depend on technology to be used and consumption of the products. 

It is supposed that advance technology is chosen and annual output of Project reaches 80% of Design production capacity, in stabilized operation year (3rd year), the Project shall create job for 245 direct laborers. 

20
Duration of project

Duration of the Project is proposed of 35 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.  

21
Available infrastructure
1.
Land:

· Location: Thanh Tri district - 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 was handed over to Hanoi Foodstuff Company from Hanoi People’s Company.



2.
Plant:

· Location: Thanh Tri district - Ha Noi.

· Area: 8,000 m2

· Value: USD 160,000 

22
Tax policy
1.
Corporate income tax:

Rate: 10% (in entire duration 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. 



2.
Profit remittance tax: 7%

23
Project implementation schedule
1.
Preparation of feasibility study, app.:
0.5 month



2.
Submission of app for investment license:
0.5 month



3.
Legal capital contribution schedule:
12 months



4.
Construction of office and plant:
6 months



5.
Commencement of operation:
10 months

24


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.

25
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  

11
4

