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IN THIS UPDATE

Welcome to this edition of DFDL Mekong Vietnam’s Law Update. In
this update we present some Vietnam regulations and information
touching on the following matters:

- the establishment, operation and state administration of, and
policies applicable to, industrial zones, export processing zones
and economic zones;

- the employment and administration of foreigners working in VN

DECREE 29

In order to control the rampant development of industrial zones and
economic zones and to plan the establishment of new industrial zones
and economic zones, the Government has issued Decree No. 29/2008
ND-CP dated March 14, 2008 ("Decree 29") on the establishment,
operation and state administration of, and policies applicable to,
industrial zones (“1Zs"), export processing zones (“EPZs") and
economic zones (“EZs").

Decree 29 is in line with the Law on Investment, the Law on
Enterprises as well as the Law on Commerce and addresses the
following provisions:

(i)  Conditions for establishment and expansion of IZs, EZs;
(ii)  Order and procedures for establishment of IZs, EZs;
(ii)  Applicable policies; and

(iv) State administration.

Conditions for establishment and expansion of 1Zs, EZs

Under Decree 29, the establishment of IZs and EZs must be consistent
with the approved master plan for the development of IZs and EZs and
the following specific conditions are as follows:

1. 1Zs

In order to establish a new IZs in a province, at least 60% of the total
aggregate area of existing IZs must be leased or sub-leased to
registered investment projects. The ratio of 60% also applies to
expansion of IZs.
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IZs occupying 500 hectares or more (in which numerous investors participate in investment and
construction and commercial operation of infrastructure in separate areas or attached to another
urban area or concentrated business area in an overall plan or those located near national highway,
defense zones or historical sites) are required to have guidance on elaboration of the general plan
or written consent of the Ministry of Construction before such plans are approved by the provincial
People’s Committee.

Conditions for development of an IZ include:

(i) Having a reserve land fund for development and conditions for uniting the surrounding 1Zs
into a complex of IZs;

(i) Having the ability to attract investment capital from both foreign and domestic investors;

(iii) Having the workforce sufficient to supply and satisfy requirements; and

(iv) Ensuring consistency with local defense and security planning.

2. EZs

Similar to IZ regulations, the following conditions are required for establishment of EZs:

(i)  Occupying a land area of 10,000 hectares or more and satisfying requirements for general
development of the EZ;
(i) Being situated in a geographical location favorable for regional economic development.

Under Decree 29, a border gate economic zone (‘BEZs") must be located on or near strategic
national highways or hubs for economic exchange with neighboring countries.

The establishment of EZs and BEZs must not cause any harm to natural preservation zones or
tangible cultural heritage.

With respect to expansion of EZs, at least 70% of functional land area in the economic zone must
first be allocated or leased to organizations and individuals for implementation of projects.

Order and procedures for establishment of 1Zs and EZs
1. IZs

The procedure for issuance of an investment certificate in respect of investment projects for
construction and commercial operation of infrastructure in an IZs shall be carried out in accordance
with the law on investment.

The application dossier includes the following:

(i)  Application form;

(i)  Approval decision of the provincial People’s Committee on the detailed plan for construction of
the 1Z;

(iii) Investment certificate issued to the investor for implementation of an investment project for
development of infrastructure in the 1Z;

(iv) The application dossier shall be made in four (4) copies, including one original copy to be
submitted to the management committee for IZ or the Department of Planning and
Investment (in the case of localities in which a management committee has not been yet
established);

(v) Within 15 business days from the date of receipt of a valid application dossier, the provincial
People’s Committee shall issue a decision on establishment (or expansion) of the IZ depicted
in the master plan for development of IZs or in the approved general master plan for
construction of EZs.
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With respect to initial expansion of 1Zs, of which the expanded area is more than 10% of the area in
the approval master plan and exceed 30 hectares, the consideration and decision of the Prime
Minister is required.

2. EZs

The Prime Minister shall decide the establishment or expansion of an EZ in compliance with the
approved master plan for development of EZs.

The application dossier includes the following:

(i) A project on establishment or expansion of an EZ;

(ii) A submission from the provincial People’s Committee requesting the establishment, expansion
of the EZ to the Prime Minister; and

(iii)  Within 45 business days from the date of receipt of the valid application file, the Ministry of
Planning and Investment shall submit the application to the Prime Minister for consideration
and decision.

Applicable policies

Under Decree 29, investment projects in the IZs can enjoy preferential investment policies for
localities with difficult socio-economic conditions. Such preferential investment policies include, for
example a reduction of corporate income tax liabilities, a 50% reduction of personal income tax
(offered to Vietnamese and foreigners working in EZs), various favorable conditions for visas, travel,
residence and temporary residence, in EZs and IZs.

State Administration
The Government uniformly exercises State administration of IZs and EZs throughout the nation
based of delegating specific duties and powers to each ministry, provincial People’s Committee and

Management Committee of IZs and EZs.

Decree 29 became effective on April 10, 2008 (repealing Decision No. 53/2001/Qb —TTg dated
19/4/2001, Decision No. 273/2005/Qb- TTg dated 31/10/2005).

DECREE 34

The employment of skilled foreign citizens has become essential to the development of numerous
industries in Vietnam. However, the limitation on hiring foreign employees (to comprise no more
than 3% of each company’s employees) has resulted in a shortage of skilled workers.

In order to implement Vietham’s commitment to WTO accession on the presence of natural persons,
the Government has issued Decree 34/2008/ND-CP dated March 25, 2008 on employment and
administration of foreigners working in VN ("Decree 34").

Decree 34 details the following issues

(i)  Conditions for working;
(i)  Form of working of foreigners; and
(iii) Work permit procedures.

Conditions for working
As in the previous Decree, the criteria for foreign citizens working in VN including (i) 18 years and

older, (ii) in good health as necessary to satisfy the job requirements, (iii) no previous convictions
on infringement against national security, not be subject to criminal prosecution in accordance with
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the law of Vietnam and foreign laws, (iv) must have a work permit issued by competent authority of
Vietnam, and (v) must be managers, executive directors or experts.

Under Decree 34, the managers, executive directors, or experts are already defined as follow:

- Manager or executive director means a person (i) who directly manages a foreign company
which has established a commercial presence in Vietnam, (ii) is only subject to general
supervision or direction by the Board of Management or shareholders of the company or
equivalent level, and (iii) is not directly carrying out work related to provision of services by
the commercial entity.

- Experts means (i) persons who have advanced technical qualifications regarding services,
research, technical knowledge or management of equipment, and (ii) person who have
considerable experience in an occupation, trade, operating production, business, or
managerial work.

Work methods

Decree 34 stipulates the methods of working for foreign citizens as follow:
(1) Pursuant to a labor contract;
(2) Pursuant to internal transfer within the company;

(3) To perform contracts (other than labor contracts) i.e. economic, commercial, financial,
banking, insurance, scientific and technical, cultural, sports, educational, medical health
contracts and services; and services providers pursuant to a contract;

(4) To work in order to offer service; and

(5) Being representatives of foreign non-Governmental organization (“NGOs”) permitted to
operate pursuant to the law of Vietnam.

Before commencing work, foreign citizens are required to obtain a work permit except for method
(4). Companies, representatives of foreign companies having the commercial presence in Vietnam,
Vietnamese partners and representatives of permitted NGOs in Vietnam are required to conduct
procedures for issuance of a work permit 20 days before the starting date.

A minimum of 20% of the total number of managers, executive director and experts of each
company with a commercial presence in Vietham must be Vietnamese. However, each foreign
company shall be permitted to have a minimum of three foreign managers, executive directors and
experts.

With respect to service providers, they must have worked for a foreign company without a
commercial presence in Vietnam for at least two years.

Work permit procedures

As mentioned above, foreign citizens working in VN are required to obtain a work permit except
from the following seven (7) cases.

(i)  Working in Vietnam for less than 3 months;

(i) Being a member of a limited liability company with two members or more;

(iii) Being an owner of a one member limited liability company;

(iv) Being a member of the management board of a joint stock company;

(v) Entering Vietnam to offer service;

(vi) Entering Vietnam to resolve emergency cases which cannot be resolved by Vietnamese or to
reside foreign experts for less than three months;

(vii) Registered foreign lawyers who are granted a practice license by the Ministry of Justice.
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An application file for the issuance of a work permit shall
comprise:

(i) Standard form requesting issuance of a work permit;

(i) Standard form of registration slip for recruitment of
the foreign citizens (only applied for foreign citizens
working under Vietnamese labor contracts);

(ii) Criminal record issued by foreign competent
authority, in case of residence in Vietham more than
six (6) months, a criminal record issued by VN
competent authority is required;

(iv) Standard form of CV of the foreign citizens;

(v) Health examination certificate issued overseas or
issued by recognized Vietnamese hospitals;

(vi) Copies of certificates of specialist or other technical
qualifications of the foreign citizens. In case of
absence of such certificate, at least 5 years working
experience (certified by foreign competent authority
is required); and

(vii) Three color passport photos (3cm x 4cm size) taken
within the last 6 months.

Depending on the method of working in Vietnam, one of
the following documents is required to be included in the
application file for the issuance of a work permit.

(i) Letter of appointment of foreign company for the
foreign citizens working in Vietnam (Form 2); and

(i) A contract signed between the Viethamese party and
the foreign party (Form 3).

The term of a work permit may not exceed 36 months and
extendable. The Service of Labor Invalid and Social Affairs
of the province issues work permits to foreign citizens
within 15 working days of the date of receipt of valid
application file. In case of rejection, a written response is
provided specifying the reasons for rejection.

Decree 34 became effective on April 12, 2008 and replaced
Decree 105/2003/ND-CP dated 17/9/03 and Decree
No. 93/2005/ND-CP dated 3/7/2005.

All copyright with regard to the DFDL Law Update are reserved to DFDL Mekong.
No part of this publication may be reproduced, or transmitted in any form and by
any means, electronic, photocopying and/or otherwise without the prior written
permission of DFDL Mekong.
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