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Settlement of Joint Venture

March 8, 2007
Presented by Group 1
Members
Ms. Tith Makthou(Cambodia)
Mr. Somphieng Keoviseth(Laos)
Ms. Kanako Osawa (Japan)
Ms. Nwe Nwe Yee (Myanmar)

Ms. Nguyen Chi Lan (Vietnam)

I Regulations for Investment in Vietnam and other countries
In order to establish a joint venture (“JV”) in Vietnam, foreign investors must consider
not only the corporation law in Viethnam but also laws regarding investment; therefore
below is the general reference that investors have to consider.

a. Vietnam- Source of Law

(1) Law on Investment (“LI")
1. Art.21 & Art. 22 of LI allow foreign investors to establish joint venture
economic reorganizations between domestic and foreign investors.
2. Decree 108- implementation of the LI
(2) Law on Enterprise (“LE”)
b. Laos- Source of Law
(1) Law on the Promotion of Foreign Investment
(2) Decree on Special economic zone
This law is regarding the foreign and domestic investment at the specified
zone, where investors may obtain tax and other benefit.
(3) Law on Enterprise Law
c. Cambodia- Source of Law
(1) Law on Investment
(2) Law on commercial enterprise (applies to both domestic and foreign
person)
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d. Myanmar- Source of Law

(1) Union of Myanmar Foreign investment Law, Procedure:

(2) Myanmar Companies Act/ Procedure for company registration

(3) Special Companies Act
This act is for the JV.

I Form of the company

a. Comparison of LLC with Joint stock company

(1) Based on our assumption, Limited Liability Company should be established
so that we address the procedure to formulate the LLC in this paragraph;

however, before discussing procedure matters in details, advantages and
disadvantages in LLC and Joint stock company would be useful.

(2) Comparison of LLC with Joint Stock Company

Advantage Disadvantage
LLC - Flexibility in designing the - May not issue shares
internal structure (if members | - May not use the variety
of LLC is below 11, no auditors | of shares- preferred
are required) stork etc.
- Hard to transfer the shares so
that members may control the
company easily
Joint stock - Suitable for many - May not restrict the
company shareholders transfer of shares,
- May issue shares generally

(3) Formation of Joint venture in other countries

1. In Laos, “Public company” needs 9 members at least; therefore it would

not be suitable for our assumption, on the other hand, “Limited
company” requires at least two members.(See Art. 104 & 105 of

Enterprise Law) . But the problem is, members may transfer the shares

between shareholders

2.  In Myanmar, the law provides public limited company and private

limited company as well. Private limited company is suitable for the
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joint venture since the investors can set up the company with a few

members and the transfer of the shares are restricted.

3. In Cambodia, “Pulbic limited company” and “ private limited company”

would be the possible legal forms; however Public limited company is

not popular there, and it requires at least 7 shareholders, therefore, it

doesn't fit our assumption. Then, we should select private limited

company.

b. Procedure for establishment of the LLC in Vietnam

(1) Overview for obtaining the investment certificate procedure

Vietnam Laos Cambodia Myanmar
1% Entering into JV Submit an application | Submit an Draft contract (after the
step | agreement & copy of the JV application to | permission by the
agreement to CMPI the ministry governmental agency,
of commerce parties may enter into
the final agreement)
2nd (DCapital $20M or more | Evaluation by the Evaluation by | Application & evaluation
Step | LLC has to follow the committee or related official for the investment
evaluation procedure organization if the registration
(Art.48 of LI applies, business meets the department in
See below) negative list provided ministry of
@Capital<$20M by CMPI commerce
LLC has to follow the
registration procedure
(Art. 46 of LI applies
(See Below)
3 Obtaining investment Obtaining three Obtaining the | Application & evaluation
Step | certificate under Art. certificates from the certificate form | for obtaining the business
50.1 of LI committee the ministry of | certificate
commerce
4 Registration procedure
Step for the company

* In Vietnam, companies have to take business registration certificate to start its
business; however, Art. 20 of LE and Art. 50.1 of LI provide that the investment

certificate shall also be the business registration certificate. Therefore, the JV follow

the procedure for obtaining the investment certificate only.
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(2) Application documents for obtaining investment certificate in Vietham (See
Art. 45, 46 and 48 of LI)

Amount of capital <$ 20M:
See Art. 46.2 (b)(c) & Art.
45.3

Amount of Capital $20M or
more : See Art.48

Registration®

1.
2.

Legal Status of the investor
Objectives, Sale and
Location for implementation
of the investment project

Evaluation®
1. Written reguest for issuance of an
investment certificate
2. Document certifying the legal
statutes of the investor

3. Invested Capital, project 3. Report on financial ability of the
implementation schedule investor

4. Joint Venture contract or 4.Economic-technical explanatory
business cooperation statement containing the items in
contract and charter of the relation to objectives and location of
enterprise (if any) the investment, land use

5. Land use requirements and | requirement®, investment scale,
undertakings on invested capital, project
environmental protection implementation, schedule,
Proposal for investment technological or environmental
incentives (if any) solutions

6. Report on Financial ability? 7. Joint venture agreement,

of the investor

charter of the JV (if any)

Duration in | 15 days from the receipt of (D Can obtain evaluation report
order to the complete and valid within 15 working days from the
obtain the registration date of receipt of valid
investment investment project file
certificate @ Can obtain investment

certificate within 20 working days
from the receipt of the evaluation
project

I Contents of the Chartered documents

a. Art. 22 of Law on Enterprise (“LE”") provides the contents of the charter of the

company. Since that article doesn’t require the members following the provision

strictly, the member may freely add or skip some provisions to the extent that the law

allows such discretion.

! Registration procedure means the agency reviews whether the documents are satisfied in

view of formality.

2 E.g. balance sheet of the company certified by the CPA, but it is still broad provision so
that the officer of the agency has some discretion on this requirement

3 Evaluation procedure means the agency actually examine the contents of the prospective
business and may refuse to issue the certificate in the case of finding this project is not
suitable for the country, lack of capital ability or other substantial reasons.

4 Land use requirement means an applicant should show what scale is preferable for the
business; therefore at the time of the application lease agreement is not required.

Group 1
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b. Contents of the Chartered document that the LE provides

136

(1) Name, Address, of the head office, branch, representative office.
(2) Lines of Business
(3) Charter Capital; method of increasing and reducing the charter capital
Art. 60 of LE provides increases and reduction of charter capital, which
states that by resolution of the members’ council, the company may increase
and decrease the capital.
(4) Full names of the company owner or of members in case of LLC
(5) Share of capital contribution and its value of each member
1. Character of contribution
I. Cash
The founder may contribute cash by Dong, by US dollars (foreign
currency); however, they have to convert to VND.
ii. In-kind contribution
Usually, when setting up the JV in Vietnam, Vietnamese party
provides land use right, since it would be difficult for foreign investors
to obtain it.
In addition that, technologies, Intellectual properties also can be a
capital contribution but labor may not be a capital contribution since
it might not be converted to cash.
2. Valuation of assets contributed as capital (see Art. 30 of LE)

At the time of the incorporation of the JV, the valuation has to be
agreed by all members or founding shareholders. Assets contributed as
capital during the course of operations, shall be valued on agreed basis
between the JV and the person making the contribution or by a
professional valuation organization.

However, if the person making the contribution does not agree
the valuation, LE and LI don’'t provide the procedure for the dispute;
therefore it would be preferable to stipulate how to calculate the amount
of the in-kind contribution in the JV agreement or the Charter itself.

3. Liability of the member for contribution (See Art.39 of LE)

Art. 39.2 provides if one of the members fails to make a
contribution in full, the unpaid amount shall be considered as a debt
owed by that member to the company; such member must be liable for
compensation for any damages arising from its failure to contribute
capital in full and on time.

However, under that situation, it would be probable that such
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member wouldn’t pay anything any more and under our assumption, JV

would work well based on the trust between members and such

relationship would be lost already; therefore, in that situation, other
members has to consider the say to force the member unpaid to get out
the JV.

In this regard, Art. 39. 3 provides that if other members agree to
contribute the unpaid amount in full, the member unpaid shall
automatically cease to be a member of the company; however, if other
members may not contribute in full, it would be possible the members
would decrease the amount of capital itself to mach the actual amount of
the contribution already paid in.

(6) Right and obligations of members (See Art. 41 and 42 of LE)

The Charter requires setting up the right and obligations of members
and Art. 41.1(i) allows the company to set up other rights; therefore,
members may add other rights suitable for the company. Followings are the
major elements to be stipulated in the Charter.

1. Appointment of members of the members’ council

Appointment of a director

Appointment of Inspector (if any)

Appointment of the chairman of the compliance committee
Setting up Operation structure

Obligation to contribute in full

Obligations to observe Members’ Council’s decisions

N o o koD

(7). Management and organizational structure (See Art. 46 and 47 of LE)
Followings are the major elements to be stipulated in the Charter.
1. Director
2. Inspector (if necessary)
3. Setting up compliance committees
(8) Legal representative (Art.46)
(9) Procedures for passing resolutions of the company; rules for resolution of
internal disputes
1. Art 41.1(b) of LE the number of votes shall be in proportion to its
share of capital contribution; therefore, members may not stipulate
different voting ratio based on the negotiation among the members.
2. Art. 52.2 (a) of LE provides the approval ratio shall be at least 65%,
therefore, under the Charter, members may increase the approval
ratio, but may not decrease the ratio below 65%.
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(10) Bases and method of calculating remuneration, wages, and bonuses of
managers
Art. 58.1 of LE only provide the right of the company to pay
remuneration; therefore, members should establish some formula how to
calculate the amount of remuneration, wages and so on.
(11) Circumstances in which a member may require the company to redeem its
share of capital contribution in LLC

Art. 43 of LE provides the procedure in what circumstance the members
obtains the right of redemption and also that provision allows the company
add the circumstances where the member may require the company to
redeem its share of capital contribution in LLC.

Once a member obtains the right of redemption, Art. 43.2 provide the
redemption procedure; however, to fix the price of the share would be a
serious problem since LE only provides “ market price”, as the standard of
the price, which would be hard to find because the LLC is not a listed
company; therefore, the members have to stipulate the formula to fix the
price of the share when redeemed.

(12) Rules for dividend distribution
1. The question is whether the allocation ratio to be distributed from the
company can be different from that of the contribution ratio. Art. 41.1
(d) of LE provides the distribution of shares, which requires the profits
in proportion to its share; therefore, the company has to follow the
contribution ratio when distributing the dividend.
2. As for the frequency of the dividend distribution in a fiscal year, twice
a year is the general trend in Vietham
(13) Cases of dissolution procedures for dissolution and procedures for
liquidation of the company (Art. 157 and 158)
Art. 157 and 158 provides the conditions of dissolution. In case of LLC,
resolution would be decided by Members Council or the company owner. .
(14) Procedures for amendments of or additions to the charter of the company
Since the Charter is the general principle for the company, LLC may put our
own procedure into the charter for amendment of the Charter, e.g. LLC may
adopt higher ratio for approval of the amendment (75% or so
(15) Full names of the legal representative, of the company owner, or members
(16) Other matters as agreed by the members BUT MAY NOT INCONSISTENT
WITH PROVISIONS OF THE LAW
1. Restriction of the transfer of the contribution
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According to Art. 44 of LE, members of LLC shall have the right to

assign a part of or all of its shares of capital contribution to other persons;

however, the conditions of the assignment are provided as well.

According to the provision above, the other members has an first
refusal right against the shares to be sold in proportion to their shares of
capital contribution; therefore, the member who wants to sell his/ her share
has to make an offer to the other members first; however, the problem is
members may not agree with the price of the share to be sold. Since the
law doesn’t provide any procedure on this point directly, members should
stipulate the formula how to calculate the price of the share when
transferred.

* Restriction of the transfer of the share in joint stock company

According to Art. 77.1 (d) of LE provides share holders may freely assign

their shares, generally.

IV JV agreement

a. Contents of JV contract

Art.

1.

h oD

© © N o g

54 of Decree 108 requires the company stipulating following items at least.
Name and address
Form of the enterprise
Sector, Line and scope of business
Legal capital, capital contribution share of each party, method and
schedule for charter capital contribution
Project implementation
Duration of operation of the project
Location where the project is to be implemented
Rights and obligations of the joint venture parties
Principles of financial management; principles of distribution of profits and
dealing with loss during business

10. Procedures of amendment and termination of the contract, conditions for

assignment, conditions for termination of operation and dissolution of the
enterprise

11.Liability for breach of contract and method of dispute resolution

Group
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1% Step 2" step 3" step 4™ Step

Vietnam Negotiation Options
and/ or OVietnamese Court
conciliation @Vietnamese Arbitration
(3Foreign Arbitration
@Trade arbitration
center

®International arbitration
©Arbitration body set up

the parties
Laos Negotiation Mediation held by CMPI | Options
(DCourt proceeding
(@Economic Arbitration
Organization (final and
conclusive proceeding
but not the compulsory
proceeding so if parties
don’t agree to use this
proceeding, parties have
to move the court)
Cambodia | Negotiation Options
through (1 Conciliation before
consultation the council; or
between @ Arbitration in or
Council for outside of Cambodia

Development | 3) Tyia| by the tribunal of

of Cambodia the Kingdom of
Cambodia
Myanmar | Negotiation Step by Step Arbitration Court
1% Mediation by MIC Proceeding

(Myanmar's investment
Commission),

2"%: Mediation by TC
(Trade Council),

3" Mediation by Higher
authority (cabinet)

b. Function of the JV agreement- relationship between JV agreement and the
Charter document.
On investors side, investors would like to fix as much as possible in the corporate
structure before establishing LLC. Therefore, investors tend to think that parties
should fix provisions which would be stipulated in the Charter document later
(discussed in Il above).

End
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Land for a Joint venture

I. General comparison

Based on the data provided by Laos, Cambodia, Myanmar participants, we would like to

take some comparison among them in connection with land issue.

Table 1: Land Ownership

Cambodia Laos Myanmar Vietnam
Foreign natural Valuable Foreign organization | All land in Vietnam
person or legal entity | sources of and persons are not | is belonged to the

may not own land in
the Kingdom of
Cambodia but they
can use the land in
various forms,
including concession
(15 years and more),
land use rights, lease
of state land and sub
lease

the country,
JV must rent

a plot of
land or a
concession
of developed
land from the
State, and land
owner

allowed to own land
in Myanmar.
However, land may
be acquired on long
renewable lease (up
to 30 years) and
extendible or
individual case basis,
generally every 10
years.

whole people of
Vietnam. Foreign
Investors in Vietnam
only can be a holder
of certificate on land
use right, not be a
ownership of land in
Vietnam

Table 2: Land registration

Cambodia Laos Myanmar Vietnam
The investor Application for Alease agreement 3 cases:
shall land to approved by the Site has been cleared

complete all managing Myanmar or site does not
forms or office of the Investment require clearing
formalities for province, Commission (MIC) or
registration prefecture of with a State-owned Site has not yet been
with the special zone enterprise 1s not, per | cleared
cadastral by sending se, exempt from
office under through village mandatory Re-allocation or
the jurisdiction administration registration. All lease of land in
of which the and land registerable interests | high-tech zones and
immovable managing in land is recorded in | economic zones
property is team of district a Register. This
located Register is

maintained at the

Land Records Office

of the district in

which the land is

situated.
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II. Land for a JV in Da Nang, Vietnam

1. Da Nang overview

1.1 Strategic location:

Situated in the middle of the country, on the transport hub of the north - south
highway, rail, sea and air routes, Danang is 764km south of HaNoi and 964km

north of Ho Chi Minh City. Danang is at the centre of three World Cultural

Heritages, including Hue Citadel, Hoi An Old Town and My Son Sanctuary.
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Danang is one of the main gateways to the sea of the Central Highlands of

Vietnam, Laos, Cambodia, Thailand and Myanmar, and the Northeastern

Asian region viathe East-West Economic Corridor ending at the Tien Sa

Seaport. Situated on the international sea and air routes, Danang has advantages

to develop quickly and sustainably.
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1.2 Completed Infrastructure:

Danang has a developed network of roads, railways, sea and air routes. The
main roads are sealed. Danang train station is one of the biggest in Vietnam.
Danang has shipping routes to most of the big domestic and international ports.
Danang International Airport can handle B747, B767 and A320 aircrafts. There
are 84 domestic flights, and 6 international ones to Hong Kong and Thailand,
weekly. In the coming period, when the projects to upgrade seaports, railway
stations, roads and the Danang International Airport are finished, Danang will
have a completed infrastructure system In addition, the city’s water and
electricity supply and communication system have been quickly developed and
modernised, ranking third after Hanoi and Ho Chi Minh City.

1.3 Industrial Zones with preferential policies:

With five |Zz with good infrastructure and ready to hand over sites, Danang has
many preferential policies that can satisfy every demand of investors. Compared
with neigbouring localities, Danang 1Zs have an advantageous location, simple
procedures and competitive land lease and services prices.

1.4 A large market:
With its population of nearly 800,000 and arelatively high living standard,
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Danang is at the center of alarge potential market for manufacturers and service
suppliers. Advantageous transport facilitates goods transfer from Danang
through central Vietnam and the Highlands, a new potential market. When the
East-West Economic Corridor is completed in late 2005, the market will be
expanded to Myanmar, Thailand and Laos, opening great opportunities for
investors. From Danang, the starting point of the East-West Economic Corridor
(EWEC), goods will easily access domestic and regional markets.

1.5 Abundant and qualified human resources:

With 6 universities and colleges, 13 junior colleges and technical secondary
schools, and many vocational and informatics and foreign language training
centers, every year, tens of thousands of personnel are well trained. The city's
human resources are the highest quality in central Vietnam and the Highlands.
They have an industrial working style and are enthusiastic, hard working and
highly responsible.

1.6 Preferential policies and one-door mechanism:

Danang has many preferential policies to attract investment. Investment licenses
are granted to appraised projects in 10 days and registered projectsin 5 days.

All procedures are carried out at the Danang Investment Promotion Center. In
addition, the city has issued many incentives regarding land lease, income tax
and support for infrastructure investment. The city authorities are determined to
carry out radical reforms in administrative procedures to a create favorable
investment environment.

1.7 A developed financial and credit system:

There are 15 banks and loan companiesin the city. They can meet enterprises
demand for short and medium-term capital. In addition, enterprises can make
full use of long-term capital from ODA fund at low interest rates. Domestic and
international payment is done quickly and conveniently. Other good services
can help enterprises overcome difficultiesin their business.

2. Da Nang industrial zones

In Danang there are five main industrial zones: Danang, Hoa Khanh, Lien Chieu, Hoa
Cam and Danang Seafood Services zone with a total land area of more than 1,300
hectares. The infrastructure in the Danang industrial parks has been improved to

provide basic conditions for local and foreign investors.
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In addition, the city of Danang is now encouraging foreign investors to develop the
infrastructure of a new industrial zone at Hoa Khuong commune with a land area of 300

hectares

DANANG BAY

3. Da nang industrial zone
We suppose that joint venture C will be located in Da Nang industrial zone (in Son Tra

District)

3.1 General information

The Danang Industrial Zone is implemented by MASSDA Joint Venture Corporation

(Malaysia) in 50 years of operation.

62.99 ha, 6 km south of Tien Sa seaport, 5 km east of Danang international airport, and

2 km from the center of Danang city.
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Presently, infrastructure of the zone is sufficiently invested.
- Power supply, Water supply, underground water.
- Telecommunication

3.2 Industries Encouraged for Investment into Danang IZ

- Garments and textiles (except for dying)
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- Leather shoes, handbags, other leather and imitation leather products (except for

tanning)

- Manufacturing and assembling electronic, electrical devices

3.3 Land policy in Da Nang

According to Decision 92/2005/QD-UB of Da Nang People Committee dated 29 July 2005,

Arntide3; Usof Lad

1. The City authorities are responsible for organization of the site clearance and
compensation and completion of land leasing procedures. Costs for the site
clearance and compensation will be covered by the Danang People’s

Committee.

2. In case the land leased by the City authorities to implement investment projects
is not used within the time limit of 12 (twelve) months or the use of such land is
delayed over 24 months compared to the schedule anticipated in the investment
application files from the date of land taking over without the approval of the
City authorities, the Danang People’s Committee will issue a decision to recover
the land.

3. Land rental

3.1. Land rent applied to projects invested outside industrial zones:

3.1.1. Land areas belonging to Hai Chau and Thanh Khe districts: US$4.8/m?2/year.
For the investments in the fields of trade, tourism and services: US$6.7/m?/year.
3.1.2. Land areas belonging to the districts of Son Tra, Ngu Hanh Son, Lien Chieu
and the communes of Hoa Tho, Hoa Phat and Hoa Xuan of Hoa Vang district:

US$0.7/m?/year.

For the investments in the fields of trade, tourism and services: US$1/m?/year.

Group
148



3.1.3. Land used for seaside resorts from Hai Van Pass to the border of Quang Nam

province: US$0.6/m?/year.

3.1.4. Land areas belonging to the rest communes of Hoa Vang district excluding the

mountainous communes: US$0.18/m?/year.

3.1.5. Mountainous communes (consisting of the communes of Hoa Son, Hoa Phu,

Hoa Bac and Hoa Ninh of Hoa Vang district): US$0.02/m?/year.

The above-mentioned land rental rates are standard ones and shall be adjusted

by K coefficient from 0.3 to 1.2 depending on specific investment locations.

For Ba Na Resort and some particular projects, the land rental for each project

shall be considered and decided by the Danang People’s Committee.

For projects invested outside 1Zs, if the investors make full payment for the entire
land rent duration after signing the land leasing contract and land taking over, they

will enjoy a 30% reduction of the total rental.

3.2. Land rent (including fees for development and maintenance of
infrastructure) applied to projects invested in industrial zones under the

management of the City:

Payment term Price (US$/m?/year)
- Payment every 10 year 0.54
- Payment every 20 year 0.41
- Payment every 30 year 0.35
- Full payment for the entire land 0.30
rent duration (over 40 years)

4. Time of exemption from and reduction of land rental

Projects invested in industrial zones under the management of the City and outside
industrial zones shall be entitled to the exemption from and reduction of land rental
stipulated at the Article 8 of the Decision No. 189/2000/QD-BTC dated 24 November
2000 of Ministry of Finance regulating the rental of land, water and sea surface

applied to foreign direct investment forms.
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Investors shall be also entitled to the exemption from land rent in the period of
capital construction that should be mentioned specifically in the project application

files and approved by the investment licence issuing bodies.

4. Re-allocation or lease of land

According to  Article 128 Decree guiding implementation of Law on land No.

181-2004-ND-CP Dated 29 October 2004

- Article 128: Order and procedures for re-allocation or lease of land in high-tech

zones and economic zones

1. An applicant shall submit a file in two sets, comprising:

(a) Application for re-allocation or lease of land;

(b) In the case of an organization, the investment project in accordance with the
law on investment;

(c) In the case of a Vietnamese residing overseas, a foreign organization or a
foreign individual, the investment decision or investment project in accordance with the
law on investment.

2. Re-allocation or lease of land shall be regulated as follows:

(a) Within a time-limit of nine working days from the date of receipt of a file,
the management committee of a high-tech zone or economic zone shall be
responsible for consideration of it; where all conditions are satisfied, it shall make
an extract of the cadastral map or an extract of the cadastral measurements of the
area of land if there is no cadastral map; it shall issue a decision on re-allocation of
land or sign a land lease contract; and it shall give notification to the land user to
pay land use fees or land rent in accordance with law; and it shall send the decision
on land re-allocation or the land lease contract together with the extract of the
cadastral map or extract of the cadastral measurements to the natural resources
and environment body under the people's committee authorized to issue certificates
of land use right;

(b) Within a time-limit of five working days from the date of receipt of the
decision on land re-allocation or land lease contract, the Department of Natural
Resources and Environment shall be responsible for signing a certificate of land use
right or the Division of Natural Resources and Environment shall be responsible for
forwarding a submission to the people's committee at the same level to sign a certificate

of land use right; and shall send the certificate of land use right to the management
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committee of the high-tech zone or economic zone;

(c) Within a time-limit of three working days from the date on which the land
user discharges its financial obligations, the management committee of the high-tech
zone or economic zone shall be responsible for on-site hand-over of the land and delivery

of the certificate of land use right.

PROCEDURES COMPANY C MUST EXERCISE TO USE LAND IN DA NANG
INDUSTRIAL ZONE (IN SON TRA DISTRICT)

The Danang Industrial Zone is implemented by MASSDA Joint Venture Corporation

(Malaysia) in 50 years of operation.

That means MASSDA Joint Venture now has the right to re-allocate or lease land.

NINE STEPS AS FOLLOWS:

1. Submit application for Land Reservation to MASSDA by representative of
company C according to joint venture agreement (may be the director in draft
charter of Join Venture Agreement)

2. Enter into Land Reservation Agreement with MASSDA (All land in Da
Nang Industrial zone does not require clear, about 10% occupied). Submit
deposit to MASSDA (Address: Son Tra District, Da Nang, Manager: Mr Lee
Yai Sin).

3. Submit Application for investment Licence to Da Nang Industrial and Export
Processing Zones Authority (DIEPZA, Address: 58 Nguyen Chi Thanh St., Thach
Thang Ward, Hai Chau Dist, Danang City). In this application, investor raises
their need for land re-allocation ;

4. DIEPZA reviews and issues Investment Licence to the investor;

5. Receive Investment Licence;

6. Enter into Sublease Agreement with MASSDA (after that, MASSDA and
company C will come to DIEPZA to register land use right about cadastral
location. DIEPZA will amend the master land use right certificate of
MASSDA and grant land use right certificate to Company C);

7. Apply for Construction Permit to DIEPZA (f any) (for house, building,
factory facilities and other immoveable properties, Company C can rent
from MASSDA or they construct themselves. If they construct themselves,
they can register this building to DIEPZA to prove their ownership of this
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bulding.);

8. Construct factory facilities;

9. Commence operations.

According to sub-paragraph 2.c of Article 128 Decree guiding implementation of Law

on land No. 181-2004-ND-CP Dated 29 October 2004.

Within a time-limit of three working days from the date on which the land user

discharges its financial obligations, the management committee of the high-tech zone or

economic zone shall be responsible for on-site hand-over of the land and delivery of the

certificate of land use right.

From the day company C has received the Certificate of Land use right, it can run the

business and construct factory facilities.

Industrial zone, economic zone, special economic zone

Table 3 Target of Industrial zone, economic zone, special economic zone

Cambodia Laos Myanmar Vietnam

To improve an Laos government’s | To promote the To attract
investment policy is to promote | industries investment and
climate and attract foreign promote economic

conductive to
the
enhancement
of productivity
Competitiveness,
national
economic
growth, export
promotion,
employment
generation

investment in a
special economic
zone with a view
adapting good
management,
administration of
business with a new
technology and
international best
practice in order to
export products
such as
agro-forestry,
processing industry,
trade, services and
others

growth
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Table 4 Quantity and location of 1Zs

Cambodia

Laos

Myanmar

Vietnam

Government
sub-degree No.73 of
05 October 1995
and sub-degree No.
02 of 05 January

There is a plan to
establish a primary
industrial area in
the Lao PDR in
Vientiane capital in

In the early stage
18 local industrial
zone across the
country with a total
of 9,574 industrial

At least 61
industrial zones
(increasing rapidly),
locate mainly in

Vung Tau, Binh

1996 foresaw the the vicinity of enterprises in Duong, HCMC,
creation of an km-21, route 15, operation. Hanoi
industrial zone in south as first site. The Thilawa SEZ
Stung A special economic zone, about 25
Hav-Sihanouk Ville, | zone has been kilometers south of
bet the project established in Yangon and covers
remained to be central region of an area of 12.8
1mplemented. Lao PDR, at Seno, square-km, will
Some other areas Savannakhet become the first
have been evaluated | province. export
as potential sites for concentration zone
further export of its kind in
processing zone. Myanmar.
A draft law on
Industrial Zones
had been approved
by the council of
Ministers in March
2003 and was
currently under
consideration by
Parliament.
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ICD NEWS #5327 (2007.9) 153




INTERNATIONAL SEMINAR ON CIVIL AND COMMERCIAL LAW — CORPORATE GOVERNANCE
January 29" 2007 — March 10" 2007

TN—=73 Ty7AFI/ LIR—]

FINAL REPORT

MEMBERS COUNCIL AND DIRECTOR

Group3

TUY Sarin (Cambodia)

TITH Makthou (Cambodia)

IM Koy (Cambodia)

Latsamy SYSAMOUTH (Laos)
Somphieng KEOVISETH (Laos)
THWIN PA PA (Myanmar)
NGUYEN Thi Thu Trang (Vietnam)
Mitsuru HOSOKAWA (Japan)
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[Table]

MEMBERS’ COUNCIL — DIRECTOR ISSUE IN THE VIRTUAL JOINT

VENTURE

EXPLANATORY NOTES

|. Basis of choices
1. Legal basis:

2. Factual basis:

Il. Explanation to choices

(MEMBERS COUNCIL)
1. Number of members
2. Chairman of MC
3. Meeting
4. Powers

5. Meeting

(DIRECTOR)
1. Status
2. Powers
3. Appointment
4. Qualification
5. Term of office
6. Dismissal

7. Remuneration

10
11

12
12
12
12
13

13
13
14
14
14
15
15

ICD NEWS #3275 (2007.9)

4

Group 3
155



Introduction

The present Report finalizes the discussions to design an appropriate structure of the two
most important governing bodies in the virtual joint-venture: The Members’ Council and the

Director.

The virtual joint-venture is to set up in Vietnam, by two parties, a Japanese company and a
Viethamese company, each contributes 50% of the capital for the business in camera parts

production.

According to the current Vietnamese laws and regulations, the joint-venture shall be in form
of the Limited liability Company of two or more members. Accordingly, the corporate
governance structure in the joint-venture has to comply with the concerned legal and
regulatory provisions, including compulsory stipulations on the power, duties, rights of the

Members’ Council and Director and also on the other procedural matters.

Thus, the margin of choice is rather limited. In fact, almost all the choices, if any, are made
upon the assumption that the small joint-venture needs simple structure, with clear division
of powers and responsibility, which enables the parties to control effectively the business of
the joint-venture. Consequently, all designed provisions tend to make the Members’ Council,
body comprising of representatives of both Parties, more powerful and effective as well as to

limit to a certain extent the discretion of the Director.

The first part of the Report is edited in form of articles of the finalized Joint-venture
Agreement and of the Articles of Incorporation dealing with Members’ Council and Director.
The second part of the Report provides explanations to the choices that have been made

and converted into articles in the first part.
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Part Il

EXPLANATORY NOTES

|. Basis of choices

1. Legal basis:

Vietnamese Enterprise Law

A lot compulsory provisions on Members’ Council and Director in the LLC

VN Party (A)
\

JP Party (B)
/

Members

\

Members Council

/

Chairman

Representative
of Member A

Representative
of Member B

elect & dismiss elect & dismiss (Optional)

/

Director

or

General Director

l

Managers

N

Inspection Committee

(Auditors)
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2. Factual basis:

Estimated corporate governance structure in the JV

164

Propose the
Candidate

VN Party (A) JP Party (B)
Members
—— Members Council —
- Propose the
Chairman Candidate
Each party has 50%
voting right
Inspection Committee Director
(an Auditor)
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Il. Explanation to choices

(as translated into JV Agreement and Articles of Incorporation in the Final Report)

MEMBERS COUNCIL

1. Number of members

2 members, each is dispatched as representative of each Party to the JV (a small
JV as ours needs to be simple in all managing bodies, including Members’

Council)

Each member has a vote of 50% (according to their contribution to the JV capital)

2. Chairman of MC

3. Meeting

Appointment: The member dispatched by Vietnamese party shall be chosen as
Chairman of the MC (JV Agreement) (a kind of power balance between the Party:
the Viethamese party shall appoint the Chairman of Members’ Council and the
Auditor; the Japanese party shall appoint the Director)

Term of office: Five year (in principal, for our JV, the Chairman term can be

forever, 5 year is the limit imposed by the law)

Periodical meeting: once every quarter, including one Meeting closing the

financial year and 3 normal periodical meeting (the MC should meet frequently

enough to supervise the activities of the Director and of the JV as a whole);

+ In those periodical meetings, the Director shall report the MC with business
management matters taking place during the precedent quarter (so that the MC
can exercise effective supervision over Director’s activities and over the business

as a whole);

+ Time to convene Meeting closing the financial year: No later than 2 months
from the closing of the financial year (the EL stipulates for a period of 4 months
for JSC; for our case of simple JV, it seems that 2 month period is enough, both

for the report-making and the report-auditing)
Ad hoc meeting whenever deemed necessary by any member of MC or by the

Director or by the Auditor (to enable the JV to act quickly and resolve any issue)

Group
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4. Powers

- Article 47 EL (a lot of compulsory rights and duties that the JV can do nothing but

follow)

- 47.2c: New investment or enlargement investment of at least 5% asset value
shall be approved by the Members’ Council (it is desirable that the parties shall

have final word on any investment of the JV)

- 47.2d: Sale contract of at least 5% asset value shall be approve by the Members’
Council (the exact percentage should be considered carefully with due regard to
the JV capital and the price of production to enable the Director decide on
purchase of materials and product selling in the normal course of trade, while the

Members’ Council has right to approve any important question)

5. Meeting

- Lieu: Head Office (because the JV consents to electronic means of

communication, the place of meeting become less important)

- Means: Electronic communication (TV conference, Conference call...) possible
(to facilitate the works of Members’ Council of which the members usually reside

in different countries)

- Invitation: written (data message satisfying some conditions is considered as

equivalent to the writing in Vietnam Electronic Transaction Law)

- Time to send documents: 2 weeks before the convening of the Meeting for all
kinds of documents except for auditing reports (5 days) unless otherwise agreed
by all members of the MC (it is estimated that 2-week period is need for the

members to read, analyse and have opinion)

- Quorum of meeting: 1% and 2" convocation: 100% (because the Council
comprise of only 2 members, it is desirable that both members be present at the

meeting)

- Procedure of conducting and voting method: As decided by the Chairman of the
MC (this question is rather minor due to the simple structure of the Members’

Council, so let the Chairman decides it)

- Quorum for decision making: Article 52.2 (compulsory provision)
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DIRECTOR

1. Status

2. Powers

Legal representative of the JV (It is a custom that the Director act as legal
representative of the company; moreover, it wouldn't be very convenient for the
Director, who has the right to decide day-to-day issues, including purchase and
sale contract, to ask for the signature of other who is legal representative of the

Company for everything he does)

Main idea: The power of the Director should be limited

(in order to escape from deadlock, only one party, the Japanese party, has the
right to appoint the Director > there is a certain possibility that the Director shall
act for the benefit of the party that appoint him > thus it is desirable to limit the
power of this Director to a certain extent; moreover, it is estimated that the
Council, representative of the Parties, should be vested with important powers as

much as possible)

Article 55 EL (a lot of compulsory rights and duties that the JV can do nothing but
follow)

Duty to ask the Auditor to stop violation/misconduct, if any, and inform the MC on
the violation for its final decision or convene the MC Meeting if the violation is
serious or if the Auditor refuse to stop the violation (to ensure that the violation, if
any, be stopped in time)

Duty to notify the members and auditor of any decision that the Director judges
having important impact on the business of the JV and of any special/anormalous
event (it is better that the members and auditor know about important/anormalous
events happening during the operation of the JV)

Duty to participate and make report about business management in the periodical
Meeting of MC; duty to prepare and send annual report to the MC Meeting
closing the financial year (normal duty)

Items to be mentioned in the Annual Business Report:

(i) Overview of all business factors in the past year (production, employment,

compliance, benefits...)

(i) Results of implementation of Business Plan and Strategy decided by the Council

(iii) Explanation about the reasons, disadvantages and advantages in business

Group
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(iv) Suggestions for the business plan and revision to long-term strategy, if any

3. Appointment

It is better that one member (the member who has technology and biz management
experience) appoint the Director and the other member (local member) appoint the

auditor.
Why it is desirable that the Director should be proposed by Japanese party:

The director’ main task is to run the business, to assure the efficiency of the JV > his
experience and management knowledge and capacity is needed; it is presumed that
the Japanese party has/know suitable personnel for this position (while Vietnamese

people may not keen on those issues)

The foreign director, if any, can always assisted by one or two Viethamese assistant
(in position of Assistant or Vice Director), and by interpreter and also by Vietnamese

auditor

It is fact that Vietnam is now trying to attract as much as possible the foreign
investment, so a foreign director can have certain advantage than Vietnamese one in

the relation with the competent authorities in some cases
Why it is desirable that the Auditor be appointed by Viethamese party:

- Because the Viethnamese knows more about the legal system of Vietnam, he/she

speaks Vietnamese (that would make his/her work easier)

- Because the Director is estimated to be Japanese/proposed by Japanese party

4. Qualification
- 2lyearsold
- Having experience in camera business or in corporate management

- Not being Director or in managerial position in any company operating in the same
business line except for companies in the corporate-group of Japanese or

Viethamese party.

The qualification as set out here is a kind of guarantee for the Vietnamese party who has

no right to appoint the Director
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5. Term of office
1 year
No limitation on re-appointment

The appointment of the Director shall be done in the MC Meeting in which the annual
financial reports are approved; the current Director shall continue his work and
responsibility as Director until the appointment of new Director or until his

reappointment

Replacement in case of vacancy: If the auditor cannot continue his work for any
reason or if he is dismissed, the MC shall be convened to appoint a replacement who

will continue the work until the end of term of the Director that he replaces

6. Dismissal

The Director shall be dismissed in the following cases:
- No longer satisfying the qualification set
- Not acting as Director in 3 consecutive months
- Written resignation notice

Automatic dismissal is a kind of guarantee for the Vietnamese Party

7. Remuneration
The Director shall receive the following compensation:
- Monthly salary (fixed, decided by the MC)

- Annual bonus (decided by the MC at the end of Director’s term, based on the results

and efficiency of the Director’s work)
- Contingent fee (decided in MC, in form of a certain percentage of annual profit)

The Director can request to JV to pay (in advance or in form of refund/reimbursement) costs
incurred during and for the purpose to fulfil his tasks as provided for in the Articles of

Incorporation and in the related laws and regulations

Group 3
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INTERNATIONAL SEMINAR ON CIVIL AND COMMERCIAL LAW — CORPORATE GOVERNANCE

January 29" 2007 — March 10" 2007

170
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Final Report

(Auditing)
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NWE NWE YEE (Myanmar)
Mitsuru HOSOKAWA (Japan)
NGUYEN Thi Thu Trang (Vietnam)
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Introduction

The present Report finalizes the discussions to design an appropriate structure of the

auditing system in the virtual joint-venture.

The virtual joint-venture is to set up in Vietnam, by two parties, a Japanese company and a
Vietnamese company, each contributes 50% of the capital for the business in camera parts

production.

According to the current Vietnamese laws and regulations, the joint-venture shall be in form
of the Limited liability Company of two or more members. As the laws and regulations
actually give the company a full freedom on this matter, the choice is up totally to the parties

to the joint-venture.

Thus, the margin of choice is quite huge. In fact, the choices are made based on the
provisions applied compulsorily to the auditing works of the Joint-stock company with the
appropriate adjustments to the joint-venture, a small company with simple governing
structure. Moreover, special attention is made to the harmonization among the governing
bodies of the joint-venture: the Members’ Council, the Director and the Auditor; and also to

the effectiveness of the auditing works.

The first part of the Report is edited in form of articles of the finalized Joint-venture
Agreement and of the Articles of Incorporation dealing with Auditor and auditing system. The
second part of the Report provides explanations to the choices that have been made and

converted into articles in the first part

Group 4
172



Ayekol Jo Aing ¥ Ul 0}aJay} uoneuedxs pue usye} YoM
a1e0 J0 Aing 1 Bunipne Aue uo podal ayew o)} Aing n
:0}2J9Y} Uoiie[oIA Jo a2uabi|Bou Aue 4o} |IDUN0D) SISQUIDIA Ayefol o Anp pue a1e2 Jo Aing () J0)pny
auy a1oaq Ajjiqisuodsal Jeaq pue sannp Buimo|o) ay) 9s10J9X8 ||eys Jojpny 8yl :sannp Buimo| o) auy |I1Ny} |1eYs Joypny ay ] Jo sanng
Al 8U} Jo JuswiabeueLl pue ainjonlis ‘uoleziuebio sy 0}
‘Aue J1 ‘sjuswancidwl pue sabueyd [1I9UN0Y SISAWSI Y} PUSLUWIOISY 9
‘AyAnoe ssauisng Aue
JO JUBJUNOD2Y JBIYD) ‘siebeuew ‘10)08li(] SU) JO SHIOM Uolje)SIUILIPE ‘WeulsIA Jo suolieinbal
pue juswabeuew sy} o} Buieas Japew Aue uo uonoadsul ayel pue sme| a|geoljdde jusuno ul pue
IoUNOD SISGWIBIA SU} JO U0 A 2U} JO Jaquiay Aue Jo isaenbal uodn ' uonelodioou] Jo S3PRIMY Ul 1o} papirosd
1215US6 Ul SONIAIOE SSOUISN d se sg|diourld pue ainpaooid Buunoooe
! | SSHIAROE SSSUISN JO LIOKEISAO PUE - a3 yum souenduioo sy Bumpny (1)
juswabeuew ul aouabijip pue ssauniyingg ‘sseuajgeuoseal sy} Buipny ¢
‘suoneinBoJ pue ‘WeulsIA Jo suoljeinbal pue sme|
B a|qe2iidde jusiing ul pue uonelodioou)
sme| ajgeoijdde Juaiino Ul pue uonelodioou| Jo S80I Ul Joj papiacad
: JO s8Iy 8y} ul Joj papiroid
se (sjuswinoop |eloueuly jo uoljeledaid pue yiom Bununosoe ‘onsiels AeAO! 10 DUE SJED 16 AIND DUE
Buelie Buipnjoul) ssinpasold Builunoooe ayy asiniedng ¢ Se Mjefoljo p Jo Ainp p
jojusws P Sy sk} Buunoooe Jay/siy Jo JUBUN0DY
‘Allenuue siapewl asoy) Uo suodal uollen|eas axeuw 181yD 8y} Jo souewopad syl Builipny ()
‘suone|nBal pue sme| pajejal pue uoijelodiodu] Jo saoILY Juasald .
9y} ul 4o} papircud se A)eho| 40 Ainp pue sied Jo AINp JO UOINIDXD WEUISIA JO
Jay/siy ul _.ucm wv:o.\s Buiunoooe By} Ul JUBJUNODDY JaIYD SU} mw_.ama:w z suopenbel pue sme| ojqesljdde jusiino
A : : : : ul pue uonelodiodu] Jo S3|2ILY aY)
‘suonenbal pue sme| paje|al U1 Jo4 papinosd se Ajeiol Jo pue aJed
pue uonesodiodu] Jo oIy Juasald ay; ul 1o papiaocad se Ajehol J0 AinNp pue yse) Juswoabeuew Jay/siy
Jo A)np pue ales jo AINp JO UoINSXS JIdY) Ul pue Al oy} jo Juawabeuew 10 JoJo2UI 40 2ouewopad ayi Buipny n
pue uoleJisiuiwpe sy} ul siebeuew pue Joadiq 2y} asinuedng 7| 10} B[qISUOdSS] Jopny
:slamod Buimo||o} ay} aaeY |leys J0)pNY syl (1A oym JoNpNy AJoInjels aAey [leus Ar syl JO slomod
NOILVHOJHOONI 40 STT0ILHY INIJINIIHOV Ar anssi

FANLNIA LNIOr TVNLAIA FHL NI INSSI ONLLIANY

1045y [euld 7AND

[L ved]

Group 4

173

#3275 (2007.9)

ICD NEWS



‘Apuspuodsaliod sjoe Alessaoau axe)
[IeYS J010alI] 3y} ‘Jolipny ay} Ag uoiudlul siy} jo doiou uodn (Auedwod
ayl jo asuadxa sy} 1e uonoun} Bunipne ay) aacidwi 0) ‘Alessaosu
3 (AP 3yl apIsino Jo apisul) |euoissajold B wouy souelsISse jsenbay ¢

‘Jojpne
3y} Ag palinbal uoissassod Jay/siy Japun SJUSWNOoP pue uoieLuloul e
awin uo pue A@leinsoe ‘Inj ul apiacid |leys Ar Jo [puuosiad paulaouod
sy} ‘AJessadau jI SJUSWINO0P [EIDUBUY JSYI0 PUB JUNOJOE JO $300(
Buipnjoul ‘sylom Buipne ay) Joj Alessaoau UOIEWIOMUI 0) SS820E SAEH T

‘sylom Bunipne 0} paje|al Jeyew Aue uo siebeuew Jo/pue JUBJUNOIDY
JBIyD  Jopalg eyl wour  uoneuedxsjuodayuoneynsuocd isanbay L

'sal)ljioe) pue s)yBu Buimoljo ay) 0} PafIUS 3] [leys SIolpny SyL

Aressaoau JI ‘(A 9Y} SpISINo 10 apIsul)
[euoissajold B WOl 9oUE)SISSE Isanbay (1)

‘Alessaoau
JI SJUSWNOOP |eiduBeUl JBY0 pue Junoooe
10 sxo0q Buipnpul ‘syiom Buiypne ayy
10} Alessadau uonewloul 0) $sadoe aaeH (1)
‘siabeuew
JO/pUB JUBIUNODY JaIYD ‘10193410 94} WO}
uoneue|dxa/iodal/uonensuod 1senbay (1)
:S)yBL Buimol|o) syl aaey |leys
Jojipny 8y} ‘sainp pue siemod siy [} 0y JopJo U]

loypny
jo spybry

‘Al pauinial
aq |leys Ainp Ajjeko| 01 uolig|OIA JO JNsal oY} se Joypne ay} Aq pauiel
sujauaq ‘sannp pue suonebiqo siy Jo Jojipne ay} Jo aouabiBaujuoie|oin
0} anp Al 8y} 03 pasneo sabewep auy Joj Auedwoo ay} Aed 6

-oypny sy}
Aqg paisenbal se uoijejoin ay) dojs 03 sasnjal [suuos.iad palejal alaym ased
Ul JO UOIB|OIA SNOLIaS JO 8seD Ul Bulles|y [1IoUno) siaquisy syl Buiuaauos
‘suolje|nBal pue sme| Jualind sy} Ul pue uonelodioou] Jo saRIuyY 8y} Ul
Jo} papiaoid se suoebijgqo pue sainp Jay/siy Jo siebeuew Jo/pue J03oali(]
2y} Aq Uolje|oIA AU JO |1IDUN0D) SIBqIB|A Y} JO Siaquisll oy} Waojul

pue ‘Aue Ji ‘uoije|oia ay} dois o} JebeueL Jo/pue Jojoaliq 8y} }sanbay 'S

‘Bunosyy [1DUNOD SIaqIB) JSaieau sy} 0} pue
Jaisanbal paulaouod sy} 0} paliwgns aq 0} spodal Jaylo Leak eoueuly

ay] Buisoo Bunaspy [IDUN0Y) siaquisy 8y} 0} suodal [enuue Jwgng s
‘Buiesiy
[19UNOY) SJagUWS 8y} 0} J010a.IQ By} Ag paliwugns aq 0} sJapjew jueuodwl
JBYI0 JO sIsjjew [eioueUl ‘ssauIsng uo spodal uo Jodas uonenjens axep ‘9
‘}nsai uonoadsul uo Hodas axep ‘¢
IoUNon) sIaquUIBIN 40 1senbal
uodn snssi ayj uo podal ooy-pe Jo yiom Bunipne uo suodal [enuue axep %
‘JUBIUNOYOY
J2IYD 8y} Jo pue 4030l 8y} jo souewlopad ay) uo (s)uodas [enuue axep €

aNss| 8y} UO UOISIDap [eul
JI3Y} JO} [IDUNOD SISQWIBIN By} WUOoI
pue jonpuodssiwjucieoin 8y}  doys
0] |suuosliad pajeal ay} yse o0} Aing ()

[PUNOD) siBquisly 4o Bunesy su)

Group 4

174



saoe|dal 8y Jey) Jo)yipne ay} Jo W.s)
JO puUS By} |uUN Yom Bulipne 8y} SnNURUOD |IM oYM JusLIBdE|dal
e Jiodde 0} pausaauod 8q |leys DN 2Ul ‘uoseal Aue Joj MIOM
SIY SNUIUOD JOUUED JOYIpPNE By} 4| AoUBDEA JO 9SED UI Juswaoe|day (m

Juswulodde-a) U uciE)NWI| ON u
flealy 1)
oo Jo wid) vyl g

"(-gol Juaunsuoo ‘uoneslyjenb

‘JodJes ‘punoiboeq olwapese
‘obe ‘aweu) sasodoud ) jey) aiepipued
8y} Jnoge UOIBULIOUI  UOIIEDWIIUSPI
Aessoosu ayy Aued  ossueder

apinoid Jjleys Aued assweulaip ‘uonisod
loypny oy} o] ojepipued  osodoud
0} wbu oy sey Aued sssweusIp 0

uoyesyend

‘uonesodioou] Jo SRy Juasald ay) ul sanp pue siemod jusunjuroddy ‘g 391340 40 E_”“.ﬂ_w.
paquosald e jo abieyd axye} oym Jojpny swil-||n} ‘8|0S & SAeY [[eYs Al SYL JopNY [0S : |essIWSIq
Joypne jo smels ‘L B 9ABY |[BUS A &Yl JOJIpNE jo JoqUINN | ‘uono9lg
“18)s9nbal oy} 0} uonoadsul 8y} JO JUSWSASIYOE
syl Joye s|qissod Se UOOS SE JUSS aq [leys s)nsal uonodadsul uo spodoy g
‘BunosLu
s}l alojaq awi Aue e |1Iounod slagquus|y 8y} 0} panilgns aq ued (siaebeuew
JO/PUE  JUBIUNOIDY JOIYD ‘U0Jo2li] SU) JO  JONPUOISIW/UCHEIOIA  SNOLISS
10 AIBA0DSIP 9y} uodn 1O 1I9UN0YD) SISCUIBIN ‘SISQUIBIN JO pUBWISH d0y-pe uodn Bulesy
Jojipne ayl Aq apew) suodal Aousbilews ‘uoisinoid aaoqge ayy BuipueisyimioN g AN BU} 10 BUILBAUOD 8y} 81040 SAEp mc._vtog
‘Bunasiy DN 2y} Jo BulusAuod G JSEQ| }B |I2UN0Y) SIS U} JO Siaquiswl
oy} aJo0joq shep Buppom G ISE9| Je [IDUN0D SJIOqWIS SY} JO slogquisw Sy} 0} JUSS 2 |[BYs SJo)ipne ay) Aq apew spoday
8y} 0] Juss aq |leys Jolipne ay) Aq spew sauo Aousbiawsa uey) Jayjo suoday | DaqLOSEP 2anpo20ad
:ainpaooud Buimo||o} sy} yim Aldwod |jeys Joppny syl Mmoleq se ainpasoid sy} MO||0} [|eys Joipny syl BupjIop

snuoq pue
uonjessunLal siy se ||am se Joypne jo juswiulodde sy) uo sjelsqieq /L

Bunesyy pPeUISOU0D B} J0 BUILBAUOD By} 81048(
sAep g 1se9| Je Joypalg eyl A Jues Jeek |eioueuly ay) Buisolo [1ounon
SsIaquisy 8y 4o Bunssiy ay) 0} peliwgns aq o) spodal [enuue aaieoey 9

‘Alessoosu pawoap
osed Ul Bunegy |1punod siequialy oyl jo Buiusauod oyl isenbey G

‘1030811
8y} Ag [1oUno) sJagquisly JO slaguisw 8y} O} SB JaUUBW SWES 8Y} Ul pue
awl} awes ay} je Joypne ay} 0} JUds spodas |enuue uey} Jayjo |1IDUN0YD
Slaguwiapy ay) jo Bunesy sy o} papiwgns aq o} spodal aaIRosyY ¥

SNUOQ PUE UONKEBIBUNWSI SIY SE [[oM
se Jojipne Jo Juswiuiodde ay) uo syessqiieq (1A)

leak |eroueuly ay) Buisolp Bujesyy [1ounoD
Sloquiely 8yl Jo Buiusauod syl 210)9q
shAep ¢ 1sed| e suodal [enuue ay) aaleoay (A)

JounoD sIaquiay
8y} JO sJSgWBW Sy} SE JSUUEBW dSwes ay)
Ul pue swi} swes sy} je [IDuno) SJoquSiy
sy} 0} payiwgns ag o0} spodas ay) aalgday (A1)

Group 4

175

#3275 (2007.9)

ICD NEWS



ulewop
ssauisng Jo |eba| ‘Bunipne ul aousliadxa Jo sieah ¢ Jses| je Buiney ()

‘looyos me| WoJy pajenpels) (A1)

‘Al 8y}
Jo safojdwe Bulag Jou ‘Ar 8y} jo suonsod [eusBeuew Buipjoy JoN (1)

:JaBeuew Aue Jo Joyallp 8y} ‘|1ouno)
Slaquialy Jo Jequisw Aue jo sBulqis ‘uaip|iyo sAndope ‘ualppyo
‘Jaylowyisyie; aandope ‘Jeyiow/ayle) ‘pueqsny ‘eym Buleq JoN ()

GO0z MmeT asudisiug syl Yum aouepioode Ul seluedwod
afeuew pue ysigelss o)} papiwiad jou spslgns jo odoos
sy} uynm Buifey Jou pue Ayoeded (1A Iy ‘plo-1eah Lz 1ses) je buieg Q)

“SUOIIIPUOD PauUOIUBW-MOjaq 2y} ||B Alslies [[eys Joyipne ay |
Joypny Jo uopeayend g

oyupny
8Uj} JO [BSSILUSIP 8U} JapIsuod 0} Bunas|y (10UN0Y) SJaquIsly SUSAUOD
[[BUS JO02lIQ] Sy} ‘Sannp Jay/siy sayoealq A|SNoLIas J0HpNY au} SJ8UAA

‘suoneinBal pue MeT INogeT Yim aouepIoooe
Ul [IoUNoD) sJaquusiy 8yl Ag aw Aue Je passiwsip aq Aew Joypny 8yl

90130u uoleubisal USHUAA (1n)

‘Inalew a210} 404 1d8oX8
‘SYJUOW BAIIND3SU0D g Ul siybBu pue sannp Jay/siy Buisiolaxs 0N ()

‘Al ©Y3 Ul Jojpne 99 0} UOLIRID JoawW Jobuo| oN (A1)
:89sE2 BUIMO||04 BY) Ul PaSSILISIP 8] ||eys Jolphy 8yl
|essjwsig v

Juswiuloddeal siy |UN Jo Jojipne mau Jo
Wswiulodde ay; |un Joypne se A)jigisuodsal pue YJom siy anuluoD
[IBYS JoNpNE uaLnd ay) Jedh [epueuly ayj Buisod Bunssy (1ouno)
Sloquisy ay) ul auop o4 |leys Joypne oy} jo juswjuiodde oy ()

‘UoISIDap [1DUN0Y) slagquis|y e Ag pajulodde aq |leys Jo)ipne ay | ()}
Juasunuloddy g

‘A 8y} Jo aahoidwa Buiaq jou AP
8y} Jo suonisod elisbeuew Buipjoy 10N (m

JaBeuew Aue Jo Joalp

3y} ‘1ouno) slaquusiy Jo Jaquisw

Aue jo sBulqis ‘ualp|iyo aandope

‘usJp|Iyo ‘Jaylowyiayies anndope
Jayjow/Iayiey ‘puegsny ‘opm BuisgloN (1)

‘5007 meT asudiD)ug 8yl ym

2ouepJoooe Ul soluedwod sbeuew pue

ysijgelse 0} papiwiad jou spoalgns jo

adoos sy} uiypm Buijie} jou pue Ajoeded
1A1 |Iny ‘plo-Jesh | g ises) Je Buleg 0)

GOHESHIend g
Jeah suQ 330 jo Widl ¢

Joypny
By} JO [BSSIWISIP By} JOPISUOD 0} Bunaapy (1I0Unos)
SIaqUIB\ SUSAUOD |[BYS J0J08II(] B} ‘Sainp
J8y/siy seyoealg A|SnNoLIas I0}IpNy U} SI8UA

"suone|nbas pue
MET INOgET YIM SOUBPIODDE Ul |IDUNOY) SISQUISIA
ay) Aq swiy Aue je passiwsip ag Aew Jo)ipny 8yl
9o130U UoneubISaI USHIIAA ()
‘inalew 20104 10} }daoxe ‘syjuow
SAIINDSSUOD 9 Ul s)ybLl pue
salnp Jay/siy Buisioiexs JoN ()

Al @y} u| Joypne
9q 0} uoLIBIID 198w Jobuo] oN 0]

:SOSED
Buimojo) BYs Ul pessIWSIP 8] ||BYS JOYPNY 8y L
jessiusig ‘¢

Aued Jayjo

oy} Ag pasodoud ajepipued ayj 0} Jamod
0}aA oy} sey Aued yoeo ‘ssed Aue uj )

Group 4

176



"suolje|nBol pue sme| paje|al ay; Ul pue uonelodioou| Jo SePILY
8y} ul Jo) paplrosd se syse) siy |yny 0} esodind 8y} Joy pue Buunp paunoul $)s00
(JusWissINgUIIB/PUNB JO WIOS Ul 10 aoueApe Ul) Aed o) Ar 0} 1senbal ued lojipne ay|

JusWRSINQUIRY °Z

WIOM S JoJipne 2y} Jo ASUSIDIS pUB SHNSAI SU} UO PasE] ‘W)
SJOJPNE JO PUS dY) 1B [I2UN0D) SJoquID U} AQ paplosp ‘snuoqg Ajenuuy ()

‘JoJIpne 8y} pue A 8y} usamiaqg
10BIU0D BUIOM BU} JO UOISNDUOD 8y} uodn Jo Joypne ay) jo juswiuiodde
9y} uodn oUNOD siequaly Byl Aq pepioep ‘Alejes Alyuow poxi4 n

:uonesuadwod Buimol|ol a8y} aAledal |leys Jojipne ay |
uonesuadwo) L

S)SE}
sIy |[4n} 0} asodind oy} o4 pue Buunp pasnoul
$1500 Aed 0} Al 0} }sonbai ued Joypne ayl

SNUOY [eNUUY (n
Aiejes Alyjuopn 0)

:uoijesuadwon
BuImo||0) Y} 9AIB03) [jeYsS Joypne ay ]

uonessUNWSY

urewiop ssauisng Jo |eBa| ‘Bunipne
Ul 8ouaLiadxs Jjo sleak ¢ 1ses| Je BuineH (n)

{|JooyOs ME| WOJY pajenpels) (AD

Group 4

177

#3275 (2007.9)

ICD NEWS



[Part 2]

EXPLANATORY NOTES

(attached to the Final Report Group 4)

|. Basis of choices

1. Legal basis:

Vietnamese Enterprise Law

178

No compulsory provision on the auditing work in LLC

Reference to Inspection Committee in the JSC and make adjustments necessary for

the virtual JV (small JV of equal capital contribution between Japanese company and

Viethamese company, operating in camera production)

VN Party (A)
\

Members

JP Party (B)

/

\

Members Council

/

Chairman

Representative
of Member A

Representative
of Member B

elect & dismiss

K

Director

or

General Director

l

Managers

elect & dismiss (Optional)

N

Inspection Committee

(Auditors)
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2. Factual basis:

Estimated corporate governance structure of the JV

VN Party (A)

JP Party (B)

Members

— O\

Propose the
Candidate

Members Council —

Chairman

Each party has 50%
voting right

(an Auditor)

Inspection Committee

Propose the
Candidate

Director

There are 3 “mechanisms” of control

Auditing works of Auditor

Supervision of the Chairman of Members’ Council

Compliance System

Group 4
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Il. Explanation to choices

(as translated into JV Agreement and Articles of Incorporation in the Final Report)

1. Why the auditor in the JV?
(i) Why the MC cannot do the supervision on its own?:

The Members’ Council, representatives of the parties, is not a permanent unit but
functions on meeting-by-meeting basis, and thus cannot supervise the day-to-day

activities of the Director;

(ii) Why don’t the parties use its own expert/employee to investigate the financial

issue of the JV?

The foreign party usually has no expert on the local issues (legal and financial
issues) to take effectively the investigation on the JV' activities. Moreover, the
audits/investigations made by each party are on the ad hoc (case-by-case) basis
and for the interest of each party while, for its safe and stable performance, the JV

needs a permanent audit and for the interest of the whole JV;
(iii) Is the auditor too complex for our simple JV?

Auditor, with its task of performance audit as discussed below, can take also
contribute to the compliance system inside the JV, so it helps to make the structure

of the JV easier

2. What are the powers of the auditor
(i) Performance audit
Reason:

The MC is not a permanent body so it cannot supervise the day-to-day activities of
the Director and other officers

The Japanese member may not be aware of the legal system and regulatory

requirement of Vietnam
Details:

- Auditing the activities of the Director and managers against the duty of care, duty of

loyalty and current applicable regulations

- Taking inspection on issues/problems required by a Member
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Making auditing reports and submitting the reports to the MC meeting
(ii) Accounting audit
Reason

- The auditing issue in the Company is held totally by the Chief Accountant (without
any Accounting Advisor nor Accounting Auditor), so it is necessary to have someone

(statutory auditor for ex) to supervise the accounting procedure

- The accounting audit should limited to the audit on accounting procedure (including
procedures to prepare and conclude the financial reports), without auditing the

content of financial reports because:

+ The Chief Accountant (a CPA or licensed professional accountant) that the
company is to employ is already qualified enough to take responsibility of the content

and substantial questions of the financial reports

+ The company has already pay for a permanent Chief Accountant, then it would
cause too much expense for the company to pay for an auditor exclusively on
accounting matters (in Vietnam, it is difficult to find a person who has expertise in
both legal and accounting issues, so if the auditor audits the content of financial
reports, the company has to employ 2 auditors one for performance audit and the

other for accounting audit)
Detalils:
- Supervising the activities of the Chief Accountant

- Reviewing the financial report making procedures

3. The election, qualification and dismissal of the auditor
(i) Number of auditor

It is better that the company has only one auditor who is in charge of performance
audit and also accounting audit (limited to procedural audit) to save money for the
company. Moreover, 2 auditors in a small and simple JV like ours would be

unnecessary and costly.
(i) Who appoints the auditor?

- It is better that one member (the member who has technology and biz management
experience) appoint the Director and the other member (local member) appoint the

auditor.
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Why it is desirable that the Director should be proposed by Japanese party:

The director’ main task is to run the business, to assure the efficiency of the JV > his
experience and management knowledge and capacity is needed; it is presumed that
the Japanese party has/know suitable personnel for this position (while Viethamese

people may not keen on those issues)

The foreign director, if any, can always assisted by one or two Viethnamese assistant
(in position of Assistant or Vice Director), and by interpreter and also by Viethamese

auditor

It is fact that Vietnam is now trying to attract as much as possible the foreign
investment, so a foreign director can have certain advantage than Vietnamese one in

the relation with the competent authorities in some cases
Why it is desirable that the Auditor be appointed by Vietnamese party:

- Because the Vietnamese knows more about the legal system of Vietham, he/she
speaks Vietnamese (that would make his/her work easier)

- Because the Director is estimated to be Japanese/proposed by Japanese party
(iii) Qualification of the Auditor
- Qualifications as stipulated in Article 122 EL

- Graduated from the law school (because the tasks of the auditor dealing a lot with

legal problems)

- Having at least 3 year experience in auditing, legal or business sector (with the said
experience, the auditor is expected to be reliable enough to conduct his work on his

own with less risk, especially when he is the sole auditor in the JV)
(iv) Term of office

- 1 year (so the JV can easily replace the auditor if he/she shows unsatisfactory
capacity)

- No limitation on re-appointment

- The appointment of the auditor shall be done in the MC Meeting in which the annual
financial reports are approved; the current auditor shall continue his work and
responsibility as auditor until the appointment of new auditor or until his

reappointment (to ensure that the term of auditor coincides with the financial year so

that he can audit annual financial reports)

- Replacement in case of vacancy: If the auditor cannot continue his work for any
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reason, the MC shall be convened to appoint a replacement who will continue the

auditing work until the end of term of the auditor that he replaces
(v) Dismissal of the Auditor

Article 127 EL

4. Duties and rights of auditor
(i) Duty of care and duty of loyalty

(ii) Duty to make report and explanation thereto in the Meeting of Members’

Council
(iii) Duty to review any documents submitted by the Director to the MC Meeting

(iv) Duty to pay the company for the damages caused to the company due to
violation/negligence of the auditor of his obligations and duties; benefits
gained by the auditor as the result of violation to loyalty duty shall be

returned to the company

(v) Upon discovery of the auditor’s violation to his duties and obligations, the
Director shall ask the auditor to stop the violation and inform the MC for
their final decision on the concerned violation (a kind of guarantee for the

JV against any misconduct of the auditor)

(vi) Reports made by the Director to be submitted to the MC Meeting shall be
sent to the auditor at the same time and in the same manner as to the

members of MC

(vii) Request consultation/report/explanation from the Director and manager

under his direction

(viii) Right to access to information necessary for the auditing works
(including inspection), including books of account and other financial
documents if necessary; the concerned personnel of JV shall provide in full,
accurately and on time all information and documents under their

possession required by the auditor;

(ix) Ask the Director, Chief Accountant and/or any manager, employee to stop
violation/misconduct or suspend the related acts and Request the
convening of the MC Meeting if necessary (ex the Director doesn’t stop the
violation or serious violation), the MC shall be the one who has the final

decision on the issue
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(X) Request assistance from a professional (inside or outside), if necessary, to
improve the auditing function at the expense of the company (by informing
the Director of his intention, the Director shall follow the request of the

auditor)

(xi) Deliberate on the appointment of auditor as well as his remuneration and
bonus

5. Remuneration
The auditor shall receive the following compensation:

(i) Monthly salary (fixed, decided by the MC) (the auditor is a full-time employee of the

company)

(ii) Annually bonus (decided by the MC at the end of auditor’s term, based on the results

and efficiency of the auditor’s work) (to encourage the auditor)

The auditor can request to JV to pay (in advance or in form of refund/reimbursement) costs
incurred during and for the purpose to fulfill his tasks as provided for in the Articles of

Incorporation and in the related laws and regulations

6. Procedure

e The reports on business and financial matters prepared by the Director and Chief
Accountant and submitted to the MC Meeting shall be sent to the auditor at least 30
days before the convening of the MC Meeting (so that the auditor has enough time to

audit those important reports of the JV)

¢ Reports made by the auditors (evaluation reports and auditing reports) shall be sent
to the members of the MC at least 5 working-day before the convening of the MC

Meeting (so that the members have enough time to read them)
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For your information

Summary on the Corporate Governance Structure in Japanese Law
(1) Type of Equivalent Corporation for Vietnamese LLC
JSC (Non-Public JSC)
(2) Number of Directors (Non-Public JSC)
1 or more
(3) Number of Auditors (Non-Public JSC)
0 or more
(4) Class Shares (Non-Public JSC)

Corporate Code allows joint stock corporations to issue two or more classes of

shares with different rights and obligations regarding the following matters:
a: matters for which voting rights are exercised in a shareholders’ meeting

b: matters which require a resolution of a “shareholders’ meeting of certain class

shares” in addition to a resolution of a shareholders’ meeting

c: election of director(s) or statutory auditor(s) by a resolution of a “shareholders’

meeting of certain class shares”

(5) It is possible to stipulate different conditions of voting rights in the Article of incorporation
(Non-Public JSC).The condition don’t have to be allotted in accordance with the amount

of investment.

=>The following action can be taken

(1) VN partner and JP partner can elect the same number of Director/Auditor

VN Party JP Party
elect & dismiss elect & dismiss
2 Directors 2 Directors
1 Auditor 1 Auditor

Group 4
ICD NEWS #i32%5 (2007.9) 185



(2) One partner appoint a director, other partner have right of veto

VN Party

elect

JP Party

Director

(3) Give casting vote about the specific resolution to one partner

VN Party

50%

Casting Vote

JP Party

50%

Shareholders’ Meeting

(4) Dispose of the vote except the specific person.

186

VN Party

100 voting rights 100 voting rights

N

Transfer of shares

JP Party

=>

Third Party

0 voting rights

Shareholders’ Meeting
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WORKING RULE

TITLE 1. GENERAL PROVISIONS

ART. 1. -Purpose-

This Rule shall stipulate working conditions, discipline and other matters pertaining to
the work of employees.

Matters which are not stipulated in this Rule and its Annexes shall be governed by the

Labour Code and collective labour agreement.

ART. 2. -Applicability-

This Rule shall apply to all the regular employees.

Rule for Casual and Part-time employees shall be established otherwise.
Notwithstanding this Rule shall apply to the casual and part-time employees in case of matters

which are not stipulated in the Rule for casual and part-time employees.

ART. 3. -Duties to observe the Rule-
Both Company and employees shall abide this Rule and other regulations, perform their

duties, cooperate with each other, and endeavor to develop the performance of the business.

ART. 4. -Discipline-

All the employees shall sincerely follow the instructions given by their supervisors,
perform their duties in cooperation with each other and endeavor to maintain order of the
workplace.

Supervisors shall endeavor to guide their subordinates and take initiative in performing

their duties.

ART. 5.

All the employees shdl observe the following in order to maintain the order of the workplace and
secure the norma operation of the business:

a) Not to bring discredit on the Company;

b) Not to act arbitrary beyond their competence;

¢) Not to disclose secrets of the Companys;

d) Not to abuse their duties to benefit themselves;

e) Not to abuse their duties to perform unlawful acts such as to unjustly borrow or

receive money or articles; and
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f) Not to be employed by any body external to the Company nor to be appointed to the
officer of other Company, or not to own their business which is disadvantageous to

the Company or may disturb the order of the Company without permission.
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TITLE II. PERSONNEL PROVISIONS

CHAPTER 1. RECRUITMENT

ART. 6. -Recruitment-

Employees shall be recruited among applicants through certain procedures for selection.

ART. 7.

Employees, once recruited, shdl submit the following documents within two (2) weeks after
recruitment:

a) Personnel data and a guarantee letter;

b) Claim for commutation and dependants; and

c) Age certificate for who are below eighteen (18) years of age.

In case there are changes in the facts appeared in the documents mentioned in a) and b)

above, employees shall report to the Company as soon as possible.

ART. 8. -Probationary Employment-

For those who are newly recruited 30 days probationary employment period from the
date they start to work shall be applied.

Employment of probationers shall be terminated when the Company judges them
disqualified as employees in terms of performance, attitude, efficiency, health etc., or judges
them insincere for non submission of the necessary documents or false statement in the
documents.

Once a probationer is made a regular employee, his/her probationary period shall be

included 1n his/her duration of service.

ART. 9. -Education at Recruitment-
For those who are newly recruited, the Company shall give them necessary education or

training for their jobs.

ART. 10.
At the recruitment, the Company shall clearly present the Rule to employees and shall
inform them in written form of the ways to determine, calculate and pay compensation, as well

as of the dates of payroll close and payment.

CHAPTER 2. PERSONNEL TRANSFER
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ART. 11.
The Company may give an employee an order to transfer of duty station or assignment.
An employee shall report to the new duty station or take new assignment within two (2)

weeks from the date an order is issued.
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CHAPTER 3. LEAVE OF ABSENCE

ART. 12.
The Company may order an employee to take leave of absence when one of the following
applies:
a) Absence due to an injury or a disease not resulting from employment has
exceeded continuous three (3) months;
b) Absence ART. due to personal reason has exceeded continuous one (1) month;
¢) An employee is recognized necessary to take leave of absence due to the
appointment to a public office;
d) An employee is transferred to a related Company or organization of the
Company; and

e) Other causes recognized analogous to the foregoing.

ART. 13 -Duration of Leave of Absence-
Duration of Leave of Absence mentioned in the ART. 12 shall be the following:
a) Six (6) months in case of the Sub-paragraph a) of the ART. 12;
b) Three (3) months in case of Sub-paragraph b) of the ART. 12; and c) As long as
necessary in case of the Sub-paragraph c), d), and e) of the ART. 12.

ART. 14.
An employee may return to the original job when the cause for the leave of
Absence has diminished during the said Leave of Absence. He/she, however, may be

assigned to a different job ft it is difficult or inappropriate to return to the original job.

ART. 15.
Compensation shall not be paid during the Leave of Absence.
Duration of the Leave of Absence shall not be included in the duration of service

and the basis for retirement benefit except the case of Sub-paragraph (d) of the ART. 12.

TITLE III. COMPULSORY RETIREMENT AND DISMISSAL

CHAPTER 1. COMPULSORY RETIREMENT

ART. 16. -Compulsory retirement-

The Compulsory retirement age shall be sixty(60) years in age, and an employee
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shall retire on the date when he/she has become sixty (60) years old. He/she may,
however, be re-employed as a fixed term part time employee when the Company judges

1t necessary.

CHAPTER 2. TERMINATION OF EMPLOYMENT

ART. 17. -Termination of Employment-
In case on of the following applies, employment of an employee shall be terminated:
a) When an employee has deceased;
b) When fixed term employment contract has expired; and
¢) When request for voluntary resignation has bee approved by the Company or

when employee takes the procedures provided by section 37 of the Labour Code.

CHAPTER 3. DISSMISSAL

ART. 18. -Dismissal-

An employee may be dismissed when one of the following applies:

a) When an employee is judged unable to perform his/her duties due to physical or
mental disorder;

b) When a probationer mentioned in the ART. 8 is judged inappropriate to be a
regular employee;

¢) When the cause for Leave of Absence does not disappear on the date the Duration
of Leave of Absence mentioned in ART. 13 has expired;

d) When an employee is made redundant due o reduction of business operation,
change in production facilities etc.; and

e) When there are unavoidable reasons analogous to the foregoing.

ART. 19. -Advance Notice for Dismissal-
When the Company dismissed an employee, the Company shall take the
procedures provided by Section 38 of Labour Code.

ART. 20. -Restriction for Dismissal-

An employee shall not be dismissed during the leave of absence necessary for the
treatment of injury or disease arising out of duty and thirty (30) days afterward, or
during maternity leave of before and after delivery mentioned in the First and Second
Paragraphs of ART. 30 and thirty (30) days afterward.
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TITLE IV. SERVICE

CHAPTER 1. WORKING HOURS AND RECESS

ART. 21.

-Working Hours and Recess-

Working hours shall be eight (8) hours excluding recess time.

ART. 22.

The hours at which work begins and end and recess time are as follows:

Beginning hour: eight (8) o’clock a.m.;
Ending hour: five (5) o’clock p.m.; and

Recess time: between noon and one (1) o’clock p.m.

Business operation may necessitate to change the time mentioned in the

foregoing paragraph. In this case, working hours shall not exceed eight (8) hours, and

may take as follows

-REFERENCE: Sample of Shift Work System-

ART. A. The hours at which work begins and ends, recess time, and rotation of shifts are

as follows:

system

3 shift

Continuous
3 shift
system

First shift

07:30

16:15

11:30-12:15
(45
minutes)

or
12:15-13:00
(45
minutes)

Second
shift

14:00

22:45

17:15-18:00
(45
minutes)

or
18:00-18:45
(45
minutes)

Third shift

22:45

07:30

00:45-01:30
(45
minutes)
01:30-02:15
(45
minutes)

First,

second and

third
shifts
rotated
every
week

are
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ART. 23: -Computation of Working Hours-

In case it is difficult to compute the hours worked due to a trip on business or
other analogous reasons for which an employee has to work outside his/her workplace,
the employee may be considered he/she has worked the regular working hours
stipulated in the ART. 21. Nevertheless, it does not apply in case a supervisor of the

employee judges otherwise.

ART. 24: -Free Use of Recess Time-

An employee may use a recess time at his/her own disposal. In case, however,
employees hold an assembly at the place other than a resting room, they shall obtain a

permission from the Company in advance.

CHAPTER 2. HOLIDAYS

ART. 25: -Holiday- Holidays shall as follows-
a- Saturday and Sunday;
b- National public holiday; and

In case holidays mentioned in sub-paragraph (b) of the first paragraph of this
ART. coincide with Saturday and Sunday, next days shall be holidays.

ART. 26:
Notwithstanding the foregoing ART., the Company may designate in advance

other days as holidays instead of the original holidays for the operation of the business.
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CHAPTER 3:  OVERTIME AND WORK ON HOLIDAYS

ART. 27: -Overtime and Work on Holidays-
The employees may have to work beyond regular working hours stipulated in
the ART. 22 or may have to work on holiday stipulated in the ART. 26 for the operation

of business.

ART. 28: -Restriction for the Minor and Women-

The Company shall not order overtime to the minor employees of less than
eighteen (18) years old. In case of women, despite the provision of the second paragraph
of the ART. 28, female employees may be ordered to work overtime maximum two(2)
hours in one(1) day, six(6) hours for one(1) week (in case women employees engage
preparation of balance sheet when accounts are settled, twelve(12) hours for one(1)
week) and one hundred fifty(150) hours for one(1) year, and shall not be order to work
on holidays.

CHAPTER 4: LEAVE

ART. 29: -Annual Leave-
For employees who have worked more than eighty(80) percent of regular
working days in one(1) year, the Company shall give annual leave listed in the following

table for the next one year taking into consideration the length of service:

Annual Leave (days) 12 |13 |14 |15 |16 |17 |18 |19 |20
Length  of  Service | 1 2 3 4 5 6 7 8 9
(year) and more

The Company shall, in the effort to encourage employees to consume annual
leave, hear each employee his/her schedule on annual leave at the end of December,
March, June and September.

An employee who wishes to take annual leave shall report to the Company in
advance by following a certain procedure. The Company, however, may order the
employees his/her designated date for annual leave in case the Company judges
allowing annual leave as demanded disturbs the normal operation of the business.

In case an employee has not consume all or part of annual leave in a certain

year, unconsumed days of annual leave may be carried over to the following year only.
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ART. 30: -Maternity Leave-

A women employee may be given totally four(04) months prenatal and post
natal leave.

A women employee who cares a child of less than one(1) year of age may be
given child care time twice a day and thirty(30) minutes each during working hour in
addition to the rest time.

The Company may, upon request, give menstruation leave to the women
employees who have extreme difficulty to work during menstruation period or who

engage in hazardous work for menstruation.

ART. 31: -Exercise of Civil Rights-
In case it is necessary for an employee to exercise rights of citizen such as a
right to vote etc., the Company may give, upon request, necessary time to exercise such

rights.

ART. 32: -Special Leave-
The Company may give special leave when employees request it for one of the

following reasons:

a- Marriage of an employee 03 days
b- Delivery of spouse 01 days
c- Death of parent, spouse or child 03 days

CHAPTER 5: TIME MANAGEMENT

ART. 33: -Procedure for Reporting and leaving-

An employee shall observe beginning and ending hours of the Company and
he/she shall record reporting time and leaving time on his/her own time card at the
assigned place.

In case an employee delays to report for unavoidable reason, he/she shall obtain
prior permission from his/her supervisor. If it is unable to obtain prior permission, an

employee shall obtain an ex post facto approval without delay.

ART. 34: -Absence-
In case an employee wants to be absent himself/herself from duties for diseases
or other unavoidable reasons, he/she shall report to his/her supervisor.

In case the absence for disease becomes more than seven(7) days, the employee
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shall submit a medical certificate.
ART. 35: -Leaving Early or Going out-

In case an employee wishes to leave early or going out during hour, he/she shall

obtain permission from his/her supervisor.

TITLE V. COMPENSATION

CHAPTER 1. TYPES OF COMPENSATION AND CONDITIONS FOR PAYMENT
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ART. 36: -Composition of compensation-

Composition of compensation shall be following

Compensation — Basic Allowance

Allowances Lunch Allowance
— Trip Allowance
—— Managerial Allowance

Premium Overtime Premium
— Holiday Work Premium
—— Midnight Work Premium

ART. 37: -Basic Allowance-

Basic allowance shall be decided taking into consideration age, skill, exper

education career etc. of an employee.

ART. 38: -Managerial Allowance-
Managerial allowance shall be paid in accordance with the following:
a- General Manager 5,000,000.00 Dong
b- Manager 3,000,000.00 Dong
¢ Chief 1,000,000.00 Dong
ART. 39: -Premium-

lence,

In case an employee is made work beyond regular working hours stipulated in

the ART. 22 or made work on the holidays stipulated in the ART. 26 or in midnight,

he/she is entitle to the premium computed in the formula listed in the following tables:

In case of monthly salary:

Premium Formula

Overtime Premium (Monthly Salary + Managerial Allowance) + Monthly Regular
Working Hours x 1.50 x Overtime Hours

Holiday Premium (Monthly Salary + Managerial Allowance) + Monthly Regular
Working Hours x 2.00 x Holiday Working Hours

Midnight Premium (Monthly Salary + Managerial Allowance) + Monthly Regular
Working Hours x 1.30 x Midnight Working Hours

ICD NEWS #3275 (2007.9)
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ART. 40: -Computation of Compensation-

Compensation during the annual leave stipulated in the ART. 29 shall be same
as normal compensation which is paid for regular working hours.

For the hours of absence, delay for reporting, leaving early and going out for
private purposes, the amount to be calculated by multiplying the basic allowance per
hour and total number of hours spent for absence, delay for reporting, leaving early and
going out for private purpose shall be deducted.

In calculating the hours mentioned in the foregoing paragraph, fraction of less

than thirty(30) minutes in the total number of hours shall not be counted.

CHAPTER 2. CLOSING DAY FOR PAYROLL PEIRIOD AND PAY DAY

ART. 41: -Payroll Period and Pay Day-
The closing day for compensation shall be twentieth(20t?) and shall be paid on
the 1st day of the next month. In case the pay day coincides with a holiday, the

compensation shall be paid one(1) day earlier.

CHAPTER 3. WAY OF THE PAYMENT OF COMPENSATION

ART. 42:
Compensation shall be paid directly to employees in full and in cash. However, the following
shall be deducted from the compensation:
a) Income tax
b) Premium for Health Insurance(1% of monthly salary of employee)
¢) Premium for Social Insurance(5% of monthly salary of employee)
d) Other deductible expenses agreed upon in the written agreement between the

Company and the representatives of the employees.

CHAPTER 4. INCREASE OF COMPENSATION

ART. 43: -Increase of Compensation-

Increase of Compensation shall be made with regard to the basic allowance once
In a year.

The amount of increase shall be decided taking into consideration the

performance of employees and evaluation of merit.
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CHAPTER 5. BONUS

ART. 44: -Bonus-

Bonus shall be paid to the employees who are in principle in employment on 1
June and 1 December and have served more than six (6) months continuously until
these dates on the twentieth of June and December taking into consideration the
performance of the Company. However, the date of payment may be changed or the
bonus may not be paid for unavoidable causes such as extreme deterioration of the
performance of the Company etc.

Amount of the Bonus shall be decided individually for each employee taking into

consideration his/her performance in the last six (6) months.

TITLE VI SAFETY AND HEALTH

ART. 45: -Periodical Examination-

The Company shall implement medical examination at initial employment and
regularly every year afterward.

In addition to the foregoing medical examination, the Company shall implement
extra examination with special examination items for the employees who engage in
hazardous work stipulated in the laws and regulations.

The medical examination stipulated in the foregoing two Paragraphs shall be
done by the medical doctor designated by the Company. An employee who does not hope
to be examined by the said medical doctor may be examined by another doctor. In this
case, however, the employee shall submit a medical examination certificate to the

Company without delay.

ART. 46: -Responsibility of the Company for the Expenses-

The medical examination mentioned in the foregoing ART. shall be implemented
during the working hours with full pay, and the expenses for the examination shall be
paid by the Company. Notwithstanding, it does not apply in case an employee chooses a

different medical doctor from the medical doctor the Company designates.

ART. 47:
If the result of the medical examination necessitates, the Company may order to the
employees to refrain from working for a certain period, to shorten working hours, to

transfer workplace or to take other necessary measures for the maintenance of their health.
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ART. 48: -Safety and Health Training-
The Company shall provide employees with necessary Safety and Health

Training for their jobs when they are newly employed or given new jobs due to transfer.

TITLE VII. COMPENSATION FOR ACCIDENTS

ART. 49: -Compensation for Accidents-

In case an employee has suffered from injuries, diseases, or death out of employment, the Company
shall provide following compensation in accordance with the laws and legidations related to
compensation:

a) Medical compensation;
b) Compensation for temporary Company disability;
¢) Compensation for a physical handicap; and

d) Death compensation.

TITLE VIII. HONOUR AND SANCTION

ART. 50: -Honour-
The Company shall honour an employee when he/she falls one of the following:

a) Contribution to the development of the business, or invention or discovery
which is beneficial to the operation of the Company;

b) Excellent personality and skills to be a model of the others;

¢) Distinguished social services which raise the reputation and credibility of the
Company;

d) Prevention of accident or calamity, or distinguished services at accident or
calamity;

e) Long and honest service; and

f) Other virtuous or meritorious deeds analogous to the foregoing

sub-paragraphs.

ART. 51:

Honor shall be given by awarding a certificate and a reward or a prize.

ART. 52: -Disciplinary Punishment-
Kinds and degree of Disciplinary Punishment shall be as follows:
a) Reprimand : Submission of a letter of apology and remonstration on future;

b) Reduction of pay: Submission of a letter of apology and reduction of pay by
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half of average compensation per one punishment. However, total reduction
shall not exceed ten(10) percent of the total compensation;

c) Suspension : Submission of a letter of apology and suspension of work for
maximum seven(7) days during that period compensation shall not be paid;

d) Demotion : Submission of a letter of apology and deprivation of status in the
Company or placement to a lower rank;

e) Dismissal on suggestion : Submission of a letter of resignation by suggestion
and dismissal in case of refusal; and

f) Disciplinary dismissal : Immediate dismissal with approval of the Director.

ART. 53: -Suspension or Demotion-

In case an employee has committed one of the following, he/she shall be subject to the Suspension
or Demotion. However, said sanctions may be mitigated to the Reprimand or Reduction of Pay by
taking circumstances such as remarkable repentance, excellent performance in the past etc. into
consideration:

a) Disobedience of the order in connection with work without just cause;

b) Negligence neglecting own duties;

c) Selfish deeds which disturb order of the workplace such as frequent absence
without permission, delay, leaving early, going out etc;

d) Arbitrary deeds beyond own competence or its abuse ;

e) Deeds which disturb order of the workplace such as quarrels etc;

f) Insufficiency of supervision which has caused a damage to the Company by
subordinates; and

g) Other misconducts analogous to the foregoing

ART. 54: -Dismissal on Suggestion or Disciplinary Dismissal-

In case an employee has committed one of the following, he/she shall be subject to the Dismissal
on Suggestion or Disciplinary Dismissal. However, said sanctions may be mitigated to those
stipulated in the foregoing ART. by taking circumstances such as remarkable repentance, excellent
performance in the past etc. into consideration

a) employee who commits acts of theft, embezzlement, disclosure of
technological and business secrets, or other acts causing severe loss to the
property and interests of the Company

b) employee transferred to another job as a disciplinary measure who again
commits the same breach of labor discipline when the disciplinary measure is
still in effect

c) employee who has been absent for a total of seven days per month or 20 days
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per year without legitimate reasons

ART. 55: -Committee on Sanction-
In case the Company intends to implement the sanctions stipulated in the foregoing ART., the
Company shall hear the opinion of the Committee on Sanction.

The Committee on Sanction shall be composed of four(4) members namely two(2)
members of managerial employees of the Company and two members who have been
recommended by labor union.

The chairman of the Committee on Sanction shall be elected among the

members.

ADDITIONAL CLAUSE
This Working Rule shall be effective from (date).
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<MODEL LABOUR CONTRACT >
SOCIALIST REPUBLIC OF VIETNAM

Independence- Freedom- Happiness

Name of enterprises: C LIMITED LIABILITY COMPANY
No

Labour contract

We are, one party is Mr/Mrs: Mr. TATA

Nationality: Japanese

Job title: Director

Tel:

Address: ettt e e eem aeneee e ... Da Nang, Viet Nam.
And other party is Mr/Mrs: Ms Mai

Nationality: Vietnamese

Birth date: 01 Jan 1980
Occupation: BA, Hanoi, Law University

ID, granted :011 929 777 , granted 01 Jan 1999

Conclude Labour Contract with following provisions:

Article 1: length of contract term

And job description

- Type of labour contract: 01 Year Contract (Fixed term)

From: 01 April 2007 to 31 March 2008
- Probation period: 30 day, 80% salary
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From 01 April 2007 to 30 April 2007
- Work place: Da Nang Industrial Zone, Da Nang, Viet Nam
- Job title: Legal Consultant

- Job description

Article 2: Mode of work
Hours of work : 08 hours
From: 08:00 -12:00 and 13:00 - 17:00

Work equipment provided

Article 3: Obligations and rights of employee

1. Rights
Vehicles: 01 motor bike
Wage: 3,000,000.00 vnd

Mode of payment: monthly

Allowance: Lunch ticket allowance, and trip allowance

Wage paid on (1stday) monthly

Bonus: 01 month salary

Mode of wage review: annual review

Annual leave and holidays: 12 days/year, Saturday, Sunday, and 09
national holidays

Work safety: necessary material concerned with work

Social insurance and health insurance

Training

Other agreement
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2. Obligations
- To complete activities concluded in labour contract
- To comply to working rules

- To compensate damages (if any)

Article 4: Rights and obligations of employer

1. Obligations:

- To comply to labour contract

- To pay in time

2. Rights
- To direct employee
- To suspense, terminate labour contract in accordance to collective

labour agreement, working rules, and other provisions

Article 5 Effectiveness

- Issues which are not mentioned in this labour contract will be under the
control of collective labour agreement or regulation of labour law (if

collective labour agreement has not existed)

The contract is made in two copies equally valid, each -

party keeping one copy and come into force from...

Done in...

Employee (signed)

Employer (singed)
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INTERNATIONAL SEMINAR ON CIVIL AND COMMERCIAL LAW — CORPORATE GOVERNANCE

January 29" 2007 — March 10" 2007

TN—76 Tr7AFI/ LR—]

Compliance system

Final Report, March 7, 2007

Prepared by Group 6:

Ms. Tith Makthou (Cambodia)
Mr. Sysavong Vithasay(L aos)
Ms Thida San (Myanmar)
Ms. Kanako Osawa (Japan)

Ms. Nguyen Chi Lan (Vietnam)

I Compliance system provided law

1 Backgrounds of “Compliance” - Necessity of Compliance

Recently, it comes to appear that some maor corporations conducted illegal
activities, or improper activities (e.g. Enron, WorldCom in the United States); and such
scandals cause stockholders, customers, consumers and other stakeholders to distrust
corporations’ activities. In order to recover the confidence of said stakeholders,
corporations are required to establish some systems inside the corporations to comply with
law or other social responsibilities.
2 Source of Law regarding “Compliance” under our current laws

(1) Vietnamese Law

Although Article 46 of Law on Enterprise (“the Law”) provides organizational and
management structure of companies, that provision only provides the operational
structure of the LLC, other than that provision, the Law doesn’t require companies to
establish self-control systemsinside the company.

(2) Other Countries’ Law regarding “Compliance”

Laws of other participants’ countries, other than Japan, don’'t require the general
principle of “compliance” in the meaning stated above 1; however, certain business such
as credit institutions, pharmaceutical companies

Art. 362.6 of Company Code of Japan requires companies to establish a system to
ensure directors activities complying with laws, regulations and articles of
incorporation and other required systems prescribed in the regulation (“the Regulation”)
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provided by the Ministry of Justice to ensure a company’s operation being proper.
Based on the article above, Article 100 of the Regulation requires the following
system to companies
a System of records and control of information regarding directors activities
b System that includes a regulation regarding the risk management control
C. System to ensure directors’ activities being performed effectively.
d System to ensure employees’ activities complying with laws, regulations and
articles of incorporation.
e. System to ensure activities of an enterprise group composed by a company,
its parent and its subsidiary company being proper.

II_Charter of our LL C’s behavior
1 Purpose of this Charter
Now, it would be a common understanding that companies exists not only economic
vehicles to pursue profits but also socia entities. Based on that understanding, to establish
the charter of the LLC is well consideration, which provides how a company should behave

in the society, in principle. Thisis a kind of announcements or declarations to the public by
theLLC.
2 Charter of theLLC

(1) (Relationship with customers)

The LLC shall produce its products in a sale and responsible manner and shall establish
regulations in order to protect personal data and customer related information.
(2) (Fair Competition among competitors)

The LLC shall promote fair, transparent, free competition.

(3) (Relationship against governmental agency)

The LLC shall also ensure that their relationships and contacts with government agencies
and political bodies are in proper manner. Member shall reject all contacts with organizations
involved in activities in violation of the law or accepted standard of responsible behavior.

(4) (Socia Responsibility)

The LLC shall engage in communication not only with members but also with society at
large.
(5) (Labor)

The LLC shall strive to respect diversity, individuality and differences of their employees,
to promote safe and comfortable work place, and to ensure the menta and physical
well-being of its employees.

(6) (Environment)
The LLC shall recognize that a positive involvement in environmental issuesis a priority
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for al humanity and is an essential part of their activities and the LLC shall approach these

issues more proactively.

(7) (Worldwide coordination)
The LLC shall observe laws and regulations applying to their overseas activities and
respect the culture and customs of other nations and strive to manage their overseas
activities in such a way as to promote and contribute to the development of local
communities.

(8) (Implementation of this Charter)
The members of the LLC shall assume the responsibility for implementing this charter
and for taking all necessary action.

(9) (Risk Management)
In the case of incidents contrary to the principles of this charter, management of the LLC
must investigate the cause for the incident, develop reforms and make information
publicly available regarding their activities. After the prompt public disclosure of
information regarding the incident, responsibility for the event and its effect should be
clarified and disciplinary action should be taken.

I _Compliance System intheLLC
In order to implement the charter of our LLC, the LLC shall design the compliance

system. But before establishing such system, we have to understand compliance system
varies, depending on the line of the business, scale of the company and so on, therefore, in
order to establish effective compliance system, a company has to analyzes its typical routine
of the operation and then, may figure out possible problems and establish the suitable
compliance system in the company.

Under our assumption, the LLC produces camera parts through a factory located on
Vietnam so the main concern for such LLC would be labor problems and quality of products;
therefore, we focus on these two problems.

In addition to the two committees, Risk management committee should be
established, since the company might face serious problems such as product liability issues,
water pollution problems and strikes by its labor union; then, in that case, the committee
would be in charge of such problem and deal them effectively (See Attachment).

1 Chart of the compliance systeminthe LLC
(1) Internal regulation to be set up by Members’' council
a. Since these internal control systems are important elements for the LLC, they are
to be established by the Members’ council
b. Preferable regulations for the LLC
(D Factory operation
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i Regulation regarding quality control
ii. Regulation regarding treatments of industrial waste
@ Labor
i Regulation regarding employee’s safety
@ General Administrative matters
i Regulation regarding power and responsibilities of managements (i.g.
responsibility of chief manager, deputy manager, and/ or chief)
ii. Regulation regarding customers’ confidential information
(2) Internal Checking System (See attachment)
a. Labor environmental Committee
b. Quality Control Committee
c. Risk Management Committee
d. Inspector Auditor
e. Hotline system
(3) Function of each system
a. Labor environmental Committee
(D Purpose of the committee
The committee copes with any problems regarding the labor- discrimination,
payment, safety and so on.
@ Qualification of Chairman & other members
Chairman should be appointed by the members council, in view of
monitoring the directors’ activities.
(@ Power and responsibility of the committee
The committee has the right to receive the report stipulated in the
regulation of safety.
The committee is responsible to make a report to members’ council
regarding the result of the committee directly.
b. Quality Control Committee
(D Purpose of the committee
The committee copes with any problems regarding the products problems,
defective products etc.
@ Qualification of chairman & other members
As dready discussed above, Chairman should be appointed by the
members council, in view of monitoring the directors activities and
members should be familiar with the products in the factory, at least to
some extent.
@ Power of the committee
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The committee has the right to receive the report stipulated in the internal
regulations regarding the products.
The committee is responsible to make a report to members’ council
regarding the result of the committee directly.
c. Risk Management Committee
(D Purpose of the committee
The committee copes with any problems in case where serious problems
such as product liability problems, pollution problems, or factory’s damages
suffered by natural disaster actually occured.
@ Qualification of chairman & other members
As aready discussed above, chairman should be appointed by the
members council, in view of monitoring the directors activities and
members should be familiar with the products in the factory, at least to
some extent.
@ Power of the committee
Once the serious problems occur, the committee control everything in this
problem- announcement to the public, investigation inside the LLC, and
negotiation to the governmental agency.
d. Inspector
(D Role and Function Of Inspector
An inspector is appointed by Members Council and its role is to monitor
the committees' activities, attending the committees. Since committees are
supervised by the director, the inspector should be an independent body in
the LLC, especially free from the influence of a director.
In order to appoint suitable inspector, following elements would be

considered.
Advantage Disadvantage
Outsider Can expect to be|- Trade secret or other
objective confidential information is
to be disclosed
- Might not be familiar with
the operation of the LLC
Interna - Can keep trade|- Possibly influenced by a
Employee secrets director
- familiar with the |- Self reluctance to dissolve
operation of the LLC problems when he/ she
takes his/ her promotion
seriously
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@ Other qualifications of an inspector

Although the Law doesn’'t require any qualification to this inspector, at

least these qualifications below would be necessary.

i 21 years old or more

ii Not a director

iii Not a relatives to the council members, a director, or other

managersin the LLC,

v Not related to the management

e. Hot line- the last resort

The committees might not work well especially when a director or other highest
management do the problematic conducts; therefore, as alast resort, the LLC set
up Hotline for everyone inside the company. The line is directly connected to an
inspector and inspector is responsible for receiving the line. If the problem
would be suitable to discuss in other committees, an inspector can transfer the
problem in labor or quality control committee and if an inspector consider that
the problem should be treated by the inspector itself, then, the inspector review
it. Then, the inspector will report the problems to members' council directly, if
the problem would be true and serious.

2. How to set up the system under the Law

Article 22. 16 provides “Other matters as agreed by the members but may not be
consistent with provisions of the law”; therefore, the LLC may incorporate these committee
system into the Charter documents.

3 Cost of Compliance

It would be preferable for the LLC to set up the compliance system discussed above;
however, it takes costs. So the LLC has to consider, as an important element, the cost of the
compliance when setting up the system.
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