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APPENDIX 1 ANALYSIS OF INVESTMENT DEMAND

| Investment Demand Survey in Eleven Foreign Countries
{.1.1  Oulline of Investment Demand Survey
(1) Selection of Samples

This survey was aimed at assessing the investment demand of foreign investors in
cleven foreign countries for the planned Hoa Lac Righ-Tech Park (HHTP) as well as
their requirements. The survey on the invesiment demand was carried out not only in
Japan but also in ASEAN countrics (Thailand, Malaysia, Singapore), NIES (South
Korea, Hong Kong, Taiwan) and other developed nations (U.S.A., France, Germany,
U.K.), by means of questionnaire survey sublet to a Japanese consultant. The surveyed
enterprises with the possibility of high-tech indusiry development have been provided
with adequaie information on the overall investment environmenl in Vietnam and
Hanoi/Ha Tay area as well as the characteristics of the planncd HHTP in the Ha Tay area.

The questionnaire survey has been conducted during the period from the end of
January 1997 through the end of March 1997.

More than 500 enterprises in each developed nation and NIES countries and more
than 300 enterprises in ¢ach of the ASEAN countries mentioned above, i.¢. about 7,500
enterprises in total, were selected from the following inventories:

* Census of Manufactures Directory ---  Japan

* Kompass U.K. Directory --- UK.

* Kompass France Directory ---  France

* Kompass Germany Direciory --- Germany

* Kompass U.S.A. Directory --- USA

+ Kompass South Korea Directory ---  South Korea
* Hong Kong Induslries Directory ---  Hong Kong
+ Kompass Taiwan Directory ---  'Faiwan

* Kompass Singapore Directory ---  Singapore

* Kompass Thailand Directory ---  Thailand

* Kompass Malaysia Dircctory ---  Malaysia
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In the invesiment demand survey in eleven foreign countrics, questions including

the following items were asked in the mail questionnaire.

Iavestment demand

()
{v)
©
(d)

Interest in investment in Victnam

Interest in locating factorics /research laboratories within HHTP
Current and expected activitics of enterpriscs (manufacturing, R&D)
Kinds of products to be produced

Investment schedule

Requests for joint ventures with local partners

Expected markels

Required area of factory lots or laboratories

Required incentives

Desirable rental fees of land

Number of workers to be employed

Requirements for walter, electricity, etc.

Reauired services. functli | faciliies ing high-tcch industri

)

Supporting services for R&D
Entreprencur development
Seminar and training
Information services
Recreation services

Trading services

Housing services, eic.

(2) Number of Respondents

The results of the investment demand survey in eleven foreign countries are shown
below. O the 7,588 enterprises approached in total, 1,549 firms replied, ie. at a
response rate of 20.4%.
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Number of Respondents to Investment Demand Survey in Eleven Countries

No. of
No. of Samples Respondents {%)

1. Developed Nations

1. Japan 1,552 314 (20.2)

2. UK 647 101 (15.6)

3. France 658 108 (16.4)

4. Germany 598 109 (18.2)

5. USA 700 110 (15.7)
II. NIES

6. South Korea 920 111 (12.1)

7. Hong Kong 688 141 (20.5)

8. Taiwan 806 275 (34.1)
III. ASEAN

9. Singapore 419 154 {36.8)

10. Thailand 300 S8 {19.3)

11. Malaysia 300 68 (22.7)

Total 7,588 1,549 {20.4)

I.1.2  Analysis of the Questionnaire Survey Resulls on Investment Demand
(1) Foreign Enterprises Interested in Investment in HHTP

Of the 1,549 respondents, 209 firms showed interest in overscas investment. Of
these 209, 74 firms (about 35 %) showed interest in investment in Vietnam.

Of these 74, 40 enterprises (called "interested enterprises”) showed interest in
investment in HHTP, with six indicating "Likely to invest” and 34 "Possible to invest”, as
shown below.,

Results of Investment Demand Survey in Eleven Foreign Countrics

No. of No. of Interested Enterprises
Respondents Likely Possibly Total

I.  Developed Nations

1. Japan 314 0 5 5
2. UK 101 0 2 2
3. France 108 0 | 1
4. Germany 109 0 i i
5. USA. 110 1 2 3
I1. NIES
6. South Korea i11 3 12 15
7. Hong Kong 141 2 2
8. Taiwan 275 1 2 3
11l. ASEAN
9. Singapore 154 ¢ 0 0
10. Thailand 58 0 1 1
i1. Malaysia 68 | 6 7
Total 1,549 6 34 40
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Among the target countries of the investment demand survey, South Korea was
dominant among those interested in investment in HHTP, followed by Malaysia.

(2) Objectives and Expected Activities of Investment in HHTP

In reply to the question on objectives of investment, all but one of the interested
enterprises answered they would establish a productive base, and 3 firms intended to
establish both a productive base and a transit base for materials/products. None of the
interested enterprises showed an intention to create a R&D aclivity base,

Objectives of Investment in HHTP
(Plural answer)}

To Create ToCreate  To Create Tolal
Productive R&D Act. Transit {No. of Interested
Base Base Base Enterprises)
1. Developed Nations
1  Japan 5 0 0 5 (5
2. UK 2 o 1 3 (2)
3. France 1 0 0 i (1
4. Gennany 1 0 6 1 (1)
5. USA 3 0 o 3 3
II. N
6. South Korea 15 0 0 15 (15)
7. Hong Kong 0 1 OO )
8. Taiwan 3 0 | 4 ()
1H. ASEAN
9.  Singapore 0 0 0 0 ()
10. “Fhailand i 0 0 I (1)
11. Mataysia 6* 0 0 6 (6)
Total 39 0 3 42 (39)

Nole: * 1 Malaysian enterprise did not answer.

With regard to the expected activities, only one Taiwanese firm of the interested
cnterprises intended to conduct R&D activities in the institute to be located in HHTP.

(3}  Required Investment Conditions/Facilitics for Location of Manufacturing Facilities

The interested  cnterprises  required mainly the following investment
conditions/{acilities for location of manufacturing facilities:

* Highly skilled workerss, unskilled workers, engineers
* Adequate infrastruclure (road, watcr, electricity, telecommunication)
* Cheap land for factory lot

* Good accessibitily to transportation

A-1-4



+ Attractive incentives including tax incentives for investment

* Transparency of procedures relating to foreign investment

Required Investment Conditions / Facilities for Factory Location
by Foreign Enterprises

‘Fotal Number of
Forcign Enterprises (%)
(1) Cheap tand for factory or institute 31 81.6%
(2) Higb quality skilled workers, unskilled workers, 33 86.8%
engineers
(3) High quality managers al cheap price 16 42.1%
{4) High quality researchers at cheap price 4 10.5%
(5) Adequate infrastructure (road, water, electricity, 33 86.8%
telecommuanications)
(6) Good accessibility to transportation 28 B.I%
(7) Local resources/materials 17 44.7%
(8) Supporing industries and/or downstream industries 22 $7.9%
(9) Amenities (restaurant, clinic, nursery, eic.) 4 10.5%
(10) Housing facilities 14 36.8%
{11} Social facilities such as recreational sports facilities 6 15.8%
{(12) Supportisg facilities such as pubtic 5 13.2%
Yaboratory/institutional organizatioas, etc.
(13) Attractive incentives including tax inceatives for 26 68.4%
investment
(14) Availability of J/V partner 22 57.9%
(15) Transparency of procedures relating to foreign 26 68.4%
investment
(16) Advanced banking systems 16 42.1%
(17) Others i 2.6%
Total 304
No. of no answers 2
No. of answering enterprises 38 100.0%

(4) Required Investment Conditions/Facilitics for Location of Research Laboratories

Foreign investment demand for research laboratorics scemed to be nil. Nine
intcrested enterprises, however, answered the question on required investment
conditions/ffacilitics for location of rescarch laboratories. Major required investment
conditions/facilities were the following:

+ High quality researchers at cheap price
« High quality managers at cheap price

+ Supporting facilitics such as public laboratory/institutional organizations
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Required Investment Conditions / Facilities for Institution Location

by Foreign Enterpriscs
Total Number of o
Foreign Enterprises (%)
(1) Cheap ltand for factory or institute 3 33.3%
{2) MHigh quality skilled workers, unskilled workers, ' 1 11.1%
eagincers
(3) High quality managers a1 cheap price 4 4.4%
(4) High quality researchers at cheap price 6 66.7%
(5) Adequale infrastructure (road, water, electricity, 2 222%
lelecommunications)
(6) Good accessibility lo lransportation 1 11.1%
(7 Local resources/materials 2 22.2%
(8} Supporting indusiries andfor downstream jndustries 2 22.2%
(%) Amenities (restavrant, clinic, nursery, elc.) 3 33.3%
(10) Housiog facilitics 2 22.2%
(11) Social facilities such as recreational sports facilities 3 33.3%
(12) Supporting facilities such as public 4 44.4%
taboratory/institutional organizations, ete.
(13) Altraclive inceatives including 1ax incealives for i 11.1%
investment
(14) Awvailability of J/V pariner 3 333%
(15) Transparency of pioceduses relating o foreign 1 11.1%
investment
(16) Advanced baoking systems 1 11L.1%
(17) Others 0 0.0%
Total 39
No. of no answers ' 3t
No. of answering cnterprises 9 100.0%

(5) Requirements for HHTP by Foreign Enterpriscs
1) Services/funciions, infrastructure/utilities to be installed in HHTP

* The interested caterprises expected the following required services to
be installed in HHTP:

+ Information services
* Consulting services

+ Trading scrvices
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Required Services from HHTP by Foreign Enterprises
Total Number of

Foreign Eoterprises (%}
(1) Measurement services 3 9.4%
(2) Tesling services 7 21.9%
(3) Consulting services _ 17 53.1%
(4) Secrclary services 4 12.5%
(5) Seminar & Training scrvices 5 15.6%
{6) [Exbkibition services 3 4%
(7) Information services 18 56.3%
(8) Recreation services 8 25.0%
(%) Trading services 17 53.1%
(10) Accommodation services 7 21.9%
{13) Housing services 8 25.0%
{12) Other services 0 0.0%
Total 7
No. of no answers 3
No. of answering enlerprises 32 100.0%

About 21% of 23 answerers required 1.0 to 1.9 ha for the factory lot area,
About 17% required 2.0 to 4.9 ha and another 17% required 0.5 to 0.9 ha.

In terms of water requirement, about 43 % of 7 answerers required 100 ~ 499
m’/day and about 29% required 10 ~ 99 m*/day.

As for eleciricity requirements, about 50% of 10 answerers required 100 - 999
kW and about 40% required 1,000 - 4,999 kW.

About 35% of 34 answerers expected to hire 100 ~ 499 cmployees and about
32% expected to hire 50 ~ 99 employees.

Thirty interested firms f{avored unskilled and skilled workers rather than
managers and researchers,

2) Required incentives

The interested enterprises expected the following incentives to be provided in
HHTP:

* Profit tax exemption/reduction

» Export and import duties exemption/reduction
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Required Incentives of HHTP by Foreign Enterprises

Tol.al Number of %)
Forcign Enterprises

(1)  Profit tax exemption/reduction 2t 70.0%
(2) Tax exemption/reduction for R&D invesiment 8 26.7%
(3) Turn-over lax exemption/reduction . 10 33.3%
(4) Properly tax exemplion/reduction 11 36.7%
{5) Exporl and impert dulics excmption/reduction 21 70.0%
(6) Capilal tax reduction/exemplion 11 36.79%
(7) Easy access to loans 9 30.0%
(8) Credit guarantee 7 2.3%
(3) Others 0 0.0%

Total 98

No. of no answers 10
No. of answering enterprises 3G 100.0%

{6) Expected Activities of Foreign Enterprises in HHTP

With regard to R&D activities, about 44% of 18 answerers had an intention to

conduct R&D activities at a 5 ~ 9% cosl share of the sales amount, and about 33% at a
less than 5% cost share.

About 55% of 20 answerers expected to conduct human resources development

activilics at a 1 ~ 5% cost share of the sales amount, and about 30% at a 5 ~ 5% cost
share,

About 56% of 39 answerers wanted to establish factories with their own capital
and aboul 33% desired to form joint ventures with Vietnamese pariners.

In terms of export, about 44% of 32 answerers intended to export more than 80%
of their produce.

About 77% of the enterprises that answered said they would use ship for
transporting more than 80% of their products.

1.2 Investment Demand Survey in Vietnam
1.2.1  Outline of Investiment Demand Survey
(1) Sclection of Samples

The Study Team selecied a Vietnamese consultant as the implementing body for
the survey on the investment demand for HHTP in Vietnam, among three candidate local

consultants through the evaluation of their financial proposals. The survey on the
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investment demand in Vietnam was carried out by the Vielnamese consultant by means
of direct interview and mailing of queslionnaires 10 a total of 378 enterprises which show
a possibility of high-tech industry development and have more than 100 workers.
These enterprises were selected from those listed in the “Vietnam Business Directory
1995 - 1996” issued by the Chamber of Commerce and Industry of Vietnam. Of the 378
enterprises, 225 located in Hanoi, Ha Tay and Hai Phong areas were interviewed and the
remaining 153 located in and around Ho Chi Minh City were surveyed by mailing
questionnaires. ‘The survey questionnaire included not only the questions on the
investment demand but also on the needs for functions and facilities of HHTP for
supporling high-tech industries, The questionnaire survey was carried out during the
pcriod from the middle of February to the end of March 1997,

(2) Number of Respondents

The results of the investment demand surveys in Vietnam are shown below. Of
the 378 enterprises approached, 201 firms replied, i.e. at a response rate of 53%. The
response rate in the Northem area {(Hanei, Ha Tay and Hai Phong), 65%, was largely
higher than that in the Southern area (Ho Chi Minh City), 29%, because the interview
survey method was adopted in the Northern area.

Number of Respondents to Investment Demand Survey in Vietnam

No. of

No. of Samples Respondents (%)
1. Northern Arca 225 156 {69.3)
2. Southern Area 153 45 (29.4)
Total 378 201 (53.2)

2.2  Analysis of the Questionnaire Survey Results on Investment Demand in
Vietnam

(1) Vietnamese Enterprises Interested in Investment in HHTP

Of the 201 answerers, 140 enterprises (called "intercsted enterprises”) showed
interest in investment in HHTP. Of these 140, 62 marked "Likely 1o invest” and the other
78 enterprises marked "Possible to invest" as shown below.
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Results of Investiment Demand Susvey in Vietnam

No. of No. of Interested Enterprises

Respondents  Likely Possibly Total
1. Northern Area 156 56 56 115
2. Southern Arca 45 3 22 25
Total 201 62 78 140

{2) Objectives and Expected Activities of Investment in HHTP

In reply to the question on objectives of investment, about 78% _6f the 135
interested enterprises showed their infention to establish a productive base for
theVietnamese market and 58% expected to create a productive base for export to other
countries. 44% indicated they would establish a R&D activity base.

Objectives of Investment in HHTP

{Plural answer)

To Creale To Create To Create To Create Total
Productive Base R&D Transit Base (No. of

for Vietnamese Pro;:iwc Activity  for Materials  Interested

Market Base {Products Enterprises)

1. Northern Area 84 67 52 9 212 (110)

2. Southern Area 21 11 8 0 40 (25)

Total 105 78 60 9 252(135%)
(78%) (8%) (%) (1%) (100%)

Note: * 5 eplerprises did nol answer.

Judging from assumed activitics in HHTP, investment demand for factories was
considered to be much bigger than that for research laboratories.

(3) Required Investment Conditions/Facitities for Location of Manufacturing Facilities

The interested enterprises required mainly the following investment
conditions/facilitics for location of manufacturing facilities:

* Adcquate infrastructure (road, water, electricity, telecommunications)
* Cheap land for factory lot
+ Highly skilled workers, unskilled workers, engineers

* Good accessibility to transportation
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Required Investment Conditions/Facilities for Factory Location
by Vietnamese Enterprises

No. of Enterprises

No. of Enterprises

in Northern Area in Southern Area  Total No. of
Sub-total (%) Sub-total %) Enterprises (%)
(1)  Cheap land for factory or institete 72 66.1% 16 64.0% 38 65.7%
{2)  High quality skilled workers, 13 67.0% 8 320% 81 60.4%
unskilled workers, engineers
(3)  High quality managers at cheap 36 33.0% 16 64.0% 52 A88%
price
“) Hi.gh quality researchers at cheap 27 24.8% 8 32.0% 35 26.1%
price
(5)  Adequate infrastructure {road, 82 75.2% 1 44.0% 93 69.4%
waler, eledricity,
telecommunication)
{6)  Good accessibility to Iransportation 71 65.1% 9 36.0% 80 59.7%
{7)  Local resources/materials 26 23.9% 8 320% 3 25.4%
{8) Supporting industries andfor 31 284% 9 36.0% 40 29.9%
down-stream industries
(9  Amenities (restaurant, clinic, 41 37.6% 1 4.0% 42 31.3%
nursery, etc.)
{10) Housing facilities 40 36.7% 4 16.0% 4 32.8%
{11) Social facilities such as recreational pa 26.6% 3 12.0% 2 23.9%
sports facilities
(12) Supporting facilities such as public 18 16.5% 0 0.0% 18 13.4%
laboratoryfinstitutional
organizations, elc.
{13) Attraclive incentives including tax 66 60.6% 4 16.0% 70 52.2%
incentives for investment
(14) Availability of J/V partner 52 47.7% 13 520% 65 48.5%
{13) Transparency of procedures relating 52 47.7% 5 20.0% 57 42.5%
to foreign investment
(16) Advanced banking systems 50 45.9% 3 120% 53 39.65%
(17} Orhers 1 09% 0 0.0% 1 0.7%
Total 767 118 885
No. of no answers & 1] 6
Ns. of answering enterprises 109 106.0% 25 100.0% 134 100.0%
(4) Required Investment Conditions/Facilities for Location of Research Laboratories

The interesied enterprises required mainly the following investment conditions/
facilities for location of research laboratories:

* High quality researchers at cheap price

* Good accessibility 1o transportation

* Adequate infrastructure (road, water, electricity, telecommunications)

* Supporting facilities such as public laboratory/institutional organizations
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Required Investment Conditions / Facilities for Institution Location
by Vietnamese Enterprises

No. of Enterprises

No. of Enterprises

in Norther Asea in Southern Area  Total No. of
Sub-total (%) Sub-lotal (%) Enterprises (%)
(1)  Cheapland for factory or institute | H 10.9% 2 11.8% 13 11.0%
() High quality skilled workers, 8 19% 2 13.8% 10 8.5%
unskilled workers, engineers
(3}  High quality managers at cheap 3 3.0% 3 17.6% 6 5.1%
price
(4  High quality researchers at cheap 13 12.9% 6 35.3% 19 16.1%
price
(5)  Adequate infrastruciure(road, water, 15 149% 2 11.8% 17 14.4%
electricity, telecommunication)
{6) Good acoessibility to transportation 15 14.9% 4 23.5% 19 161%
{T)  Local rescurocs/materials 0 0.0% 1 59% i 0.8%
{8) Supporting industries and/or 4 40% H 59% 5 4.2%
down-stream industries
{9)  Amenities (restaurant, clinic, 8 7.9% 1 59% 9 7.6%
Rursery, etc.)
{10} Housing facilities 6 59% 1 59% 7 5.9%
{11} Socisl facilities such as recreational 10 2.9% 2 11.8% i2 10.2%
sports facilities
{12) Supporting facilities such as public 14 13.9% 3 17.6% 17 14.4%
Iaboratory/institutional
organizations, ete.
{13} Attractive incenlives including tax 13 129% 1 5.9% 14 11.9%
incentives for investement
(14)  Availability of J/V partner 9 8.9% 0 0.0% 9 71.6%
(15) Transparency of procedures relating 11 10.9% | 5.9% 12 102%
to foreign investment
(16) Advanced banking systems 8 7.9% 1 59% 9 7.6%
(17) Others 1 1.0% 0 00% 1 0.8%
Total 149 3 180
No. of no answers 14 8 22
Ns. of answering enterprises 101 100.0% 17 100.0% 118 1060.0%
(5) Requircments for HHTP by Vieinamese Enterprises

1) Services/functions, infrastructure/utilitics to be installed in HHTP

The interested cnterprises expected the following required services to be

installed in HHTP:

» [Information services

* Trading services

+ Consulling services

¢ Tesling scrvices

+ Mecasurement services
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Required Services from HHTP by Vietnamcese Enterprises

No. of Enterprises

No. of Enterprises

in Northern Area  __in Southern Area Total Nos.of
Sub-total (%) Sub-total  {%)} Enterprises (%)

(1) Measurement services 52 520% 19 792% 71 57.3%
{2) Testing services 55 55.0% 19 792% 74 59.7%
{3} Consulting services 58 58.0% 17 70.8% 75 60.5%
{4) Secretary services 8 80% 3 125% i1 8.9%
{3) Semipar & Training services 51 510% T 292% 58 46.8%
{6) Exhibilion services 35 35.0% 12 50.0% 47  379%
{7) Information services 63 63.0% 15 625% 78 629%
{8) Recreation services 25 25.6% 3 125% 28 226%
{9) Trading services 60 60.0% 17 70.8% 77 62.1%
(10) Accommodation services 4 34.0% 4 16.7% 38 30.6%
(11) Housing services 31 31.0% 5 208% 36 290%
(12) Other services s 50% 0 00% 5 40%

Total 477 121 598

No. of no answers 15 i 16
No. of answering enterpriscs 100 100.0% 24 100.0% 124 100.0%

With regard to required factory lot area, about 32% of 93 answerers required

1.0 to 1.9 ha, about 24% required 2.0 10 4.9 ha, and 18% required 0.5 to 0.9 ha.

Concerning required research laboratory ot area, about 50% of 26 answerers
required more than 1.0 ha, and about 23% required 0.5 ~ 1.0 ha.

In terms of water requirement, aboul 39% of 52 answerers required 10 ~ 99

m’/day, and about 35% required 100 ~ 499 m*/day.

As for electricity requirements, about 42% of 41 answerers required 100 - 999
kW, and about 32% required 1,000 - 4,999 kW.

About 39% of 103 answerers expected to hirc 100 ~ 499 employees, and
about 26% expected to hire 50 ~ 99 employecs.

The interested firms favored skilled workers rather than unskilled workers,

managers and researchers.

2} Required incentives

The interesied enterprises expected the following incentives ta be provided in

HHTP:

Profit 1ax exemplion/reduction

* Turn-over lax exemplion/reduction

* Easy access to loans
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Required Incentives of HHTP by Vietnamese Enlérprises

No. of Enterptises ~ No. of Entesprises
jo Nosthern Area in Southern Area _ Total No.of

Sub-total (%) Sub-total (%) Enterprises (%)
(1N E‘roﬁl lax exemplign/rcdu?io; D 71 65.7% 15 75.0% 8 61.2%
2y Tax exemption/reduction for
@) investment 63 583% 8 400% 71 555%
(3) Turo over tax exemption/reduction 61  56.5% 18  90.0% 79 61.7%
{4y Property tax exemption/reduction 52 48.1% 9 45.0% 61 41.7%
(5) Fxport and import duties 45 41.7% 8 400% 53 414%
exemption/reduction
(6) Capital tax reduction/exemption 9 361% 12 60.0% 51 398%
(7} Easy access 1o loans 53 49.1% 18 90.0% 71 555%
(8) Credit gurantee 32 29.6% 16 80.0% 48 375%
(%) Others 7 6.5% 1 5.0% 8 6.3%
Total 423 105 528
No. of no answers 7 5 12
No. of answering enterprises 108 100.0% 20 100.0% 128 100.0%

(6) Expected Activities of Vietnamese Enterprises in HHTP

With regard to R&D activities, about 38% of 99 answerers indicated they would
conduct R&D activities at a 5.0 ~ 9.9% cost share of the sales amount, and about 26%
al a more than 10% cost share.

About 36% of 97 answerers inlended to conduct human resources devclopment
activities al a 2 ~ 5% cost share of the sales amount, and about 33% at a2 0.5 ~ 2% cost
share.

Concerning invesiment style, about 80% of 129 answerers wanted to form joint
ventures with foreign partners.

In terms of cxport, aboul 76% of 113 answerers expressed an intention to export
their produce to foreign countries. However, the expected share of export was not so
high. For instance, a small percentage (15%) of 55 answerers cxpected to export more
than 809 of their produce.

1.3 Overall Investment Demand for HHTP
1.3.1  Sclection of Prospective Enterprises

The enterprises that replicd "Likely to invest” or "Possible to invest” to the
questionnaire survey on investment demand were considered as those interested in
investment in HHTP. To evaluate the overall investment demand for HHTP,
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“prospective enterprises” should be selected on the basis of both degrees of interest and
their capability for investment,

(1)  Selection of Prospective Foreign Enterprises

The 40 interested enterprises in eleven forcign countries were screened to
determine those with a high possibility of investment in HHTP by the following criteria:

1) Degree of inlerest: Enterprises that replied "Likely to invest” or "Possible to
invest" 10 the questionnaire survey on investment demand.

2} Preference for the Northern area (Hanoi/Ha Tay area): Enterprises that
preferred to invest in the Northern area than in other parts of Vietnam.

3) Detailed investment plan: Enterprises that sludied the detailed invesiment
plans including expected investment scale, required lol area and utilities, etc.

4) Appropriate industries for HHTP: Enterprises that were categorized in high-
tech industrial categories for HHTP.

As a result of selection, 23 enterprises that satisfied all of the above criteria were

selected as those with a high possibility of investment in HHTP. These 23 enterprises are
defined as “Foreign Prospeciive Enterprises” as shown below.

Number of Foreiga Prospective Enterpriscs for Investment in HHTP

No. of Foreign Interested No. of Foreign Prospeclive
Enterprises in Enterprises for Investment in
Questionnaire Survey Manufacturing Activitics in HHTP

1.  Developed Nations

1. Japan 5 4
2. UK 2 2
3.  France 1 1
4.  Germany 1 1
5. USA. 3 3
II. NIES
6.  South Korea 15 6
7. Hong Kong 2
8. Taiwan 3 1
HI. ASEAN
9. Singapore 0 0
10. Thailand 1 0
it. Malaysia 7 3
Tolal 40 23
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A list of foreign prospective enterprises is shown in Table 1-3-1, Among
industrial categorics, manufacture of electrical equipment is dominant, followed by
manufacture of plastic products.

The following table shows the expecied activities of the foreign prospective
enterpriscs in HHTP. All of the foreign prospective enterprises wished to invest in
manufacturing activities and none of them showed a desire to make investment only in
R&D activities. Though 3 enterprises wished to invest in both manufacturing and R&D
activities, investment demand for R&D activities seemed 1o be quite week, considering
the fact that R&D activities could be regarded as supplementary to manufacturing
activities.

Foreign Prospective Enterprises by Activity in HHTP

Maoufactwring  R&D Both

Acivity  Adivity  Activities 1O
I.  Developed Nations
1. Japan 3 0 i 4
2. UK 2 0 t H
3. France 1 0 0 i
4. Gemnany 1 0 0 i
5. USA. 2 0 1 3
Il. NIES
6. South Korea 6 0 0 6
7. Hong Kong 1 ] 1 2
8. Taiwan | H 0 1
Iil. ASEAN
9. Singapore 0 0 0 0
10, Thailand 0 0 0 0
11. Malaysia 3 0 0 3
Total 20 0 3 23

{2) Sclection of Prospective Vietnamese Enterprises

The 140 Vietnamese interested enterprises were screened to determine those with
a high possibility of investment in HHTP by the following criteria:

1) Degree of interest: Enterprises that replicd "Likely to invest to the
questionnaire survey on investment demand.

2) Investment capability: Enterprises that wanled to establish factories/rescarch

laboratorics with their own capital. (Investment capability of those eaterprises
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was considered to be high compared with the enterpriscs that wanted to form
joint ventures with foreign pariners.)

3} Detailed investment plan: Enterprises that investigated detailed investment
plans including expected investment scale, required lot area and utilities, etc.

4) Appropriate industrics for HHTP: Enterprises that were categorized in high-
tech industrial categories for HHTP.

5) Sofiware enterprises were considered to have a high possibility of invesiment
in HHTP.

As a result of selection, 4 manufaciuring enterpriscs that satisfied the criteria 1) —
4) above and 5 software enterprises that satisfied the criteria 1) and 5) were sclected as
those with a high possibility of investment in HHTP. These 9 enterprises are defined as
“Victnamese Prospective Enterprises” as shown below.

Number of Vietnamese Prospective Enterprises for lnvestment in HHTP

No. of Victnamese No. of Vietnamese

Interested Enlerprises in Prospcctwt‘: Enterprises f?r
Questionnaire Su Investment in Manufacturing
vey Activities in HHTP
1. Northern Area 115 9
2. Southern Area 25 0
Total 140 9

A list of Victnamese prospeclive enterprises is shown in Table I-3-2. The
Victnamese prospective enterprises included 5 sofiware, 2 electrical apparatus, 1 plastic,
and 1 machincry enterpriscs.

The following table shows the expected activities of the Victnamese prospective
enterprises in HHTP. Three of the Vietnamese prospective enterprises wished to invest
in manufacturing activities and one wished lo invest in R&D activities. The remaining 5
firms wished to invest in software development activities.

Vietnamese Prospective Enterprises by Activity in HHTP

Manuofacturing R&D  Software Development

Activity  Aclivity Activity Total
1. Northern Area 3 1 5 9
2. Southern Artea 0 0 1] (]
Total 3 1 5 9
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132
(1)

Estimate of Overall Investment Demand for HHTP
Estimate of Overalt Investment Demand for Manufacturing Facilities
1) Overall investment demand of foreign enterprises

For the survey on enterprises in cleven foreign countries, the random sampling
method was adopted.  As such, there is a possibility that some other enterprises
also have invesiment demand but were not selected by this method.

The overafl investment demand of foreign enterprises can be estimated by
applying the interval estimate of population parameters with a 95% confidence
coeflicient using the sampling ratio and population in each foreign country. The
interval estimate of population parameters with a cerlain percentage of confidence
cocflicient is one of the authorized statistical methods.

In the Study, the ovesall investment demand was estimated on the basis of the
average of both upper and lower confidence limits and an implementation ratio as
follows:

Implementation ratio = (No. of investments implementation / No. of
approvals) x (No. of approvals / No. of
applications) x (No. of applications / No. of
prospective eaterprises)

In the Study, the implementation ratio was assumed to be 0.1 (0.4x0.5x0.5).
The estimated total number of foreign firms that have overall foreign investment
demand for manufacturing facilities is 55.

2) Ovcrall investment demand of Vietnamese cnterprises

For the survey on enterprises in Vietnam, the random sampling method was
adopted. 378 manufacluring enterprises that showed a possibility of high-tech
industrial development and employed more than 100 workers were selected as
largets of the investment demand survey. Taking into account the fact that
Victnam has a few enterprises with large scale and high-tech industries, it is
unlikely that some other enterprises have investment demand but were not setected
by the random sampling method.

In the Study, the overall investment demand of Vietnamese enterprises can be
cstimated on the basis of actual investment demand (3 firms) and an implementation
ratio (0.1). The estimated tolal number of Vielnamese enterprises having overall
investment demand for manufacturing facilities is nil.
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(2)

3)

3) Total overali investment demand for manufacturing facilities

According to the above results, the cstimated total number of enterprises that
have overall investment demand for manufacturing facilities is 55.

Estimate of Overall Investment Demand for Research Laboratories
1) Overall investment demand of foreign enterprises

As described before, none of the foreign prospective enterprises wished to
invest only in R&D activities. Though 3 enterprises wished to make investment in
both manufacturing and R&D activities, investment demand for R&D activities
seemed to be quite week due to the fact that R&D activities could be considered
as supplementary to manufacturing activities.

Therefore, the overal} investment demand for research laboratories of foreign
enterprises was considered to be nil in the foreseeable fuiure.

2} Overall invesiment demand of Vietnamese enterprises

As only one firm of the Victnamese prospective enterprises wished to invest in
R&D activities, the overall investment demand for research laboratories of
Viclnamese enterprises was considered to be nil (1x0.1) in the foresecable future.

3} Total overall investment demand for research laboratories

For the above-mentioned reasons, the total number of enterprises that have
overall investment demand for research laboratories was estimated to be nil in the
foreseceable future.

Estimate of Cverall Invesiment Demand for Softwarc Industry
1) Overall invesiment demand of foreign enterprises

None of the foreign prospective enterprises wished to invest for software
induslry.

Therefore, overall investment demand for software industry of foreign
enterprises was considered to be none.

2} Overall investment demand of Victnamese enterprises

Five of the Vielnamese prospective entesprises wished to invest in sofiware
development activities.
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3) Tolal overall investment demand for software industry

It is in a sense reasonable that the questionnaire survey could not identify
potential forcign investors in the HHTP site, since software enterpriscs are in
general aligned with local enterprises whéh_ they do business in foreign countries.
In the case of package sofiware, the maker consigns the system/claim solution
relevant to the localization of software and manpower training to the local
enterprise.  This is likely the case of Vietnam. Custom software programming is
also consigned to foreign enterprises.  This consignment has become popular, as
¢xemplified in Bangalore, India, while  utilizing  international
telecommunications/information system.

In other words, this suggests that wishes of forcign software enterprises to
locate in the HHTP site have been reflected in the answers by Vietnamese
enterpriscs to the questionnaire survey. A seminar was held in October 1997 in
Vietnam to promote expansion of business and tie-up between software makers in
both Vietnam and foreign countries. In addition, incubation of software
development is considered to have a high possibi]ity for the following reasons.

(a) Vietnamese have the good qualities for seflware development.

(b) Initial investment costs of software development are much lower than
those of manufacturing and R&D activities.

(c) Investment on software development is encouraged by strong political
support.

In the Study, the investment demand for sofiware is considered to be several
enterprises, taking into consideration that incubation of software development
seems 1o be encouraged in the foreseeable future.
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Table I-3-1 Foreign Prospective Enterprises for Investment in HHTP

Ser, JSIC - <. ERIeprise  fwcvesiie lovesiseest  Naiosslry of Devired  Requird Araof  Requird Aol Required Pl Ares
No. Code  DescriptionolISIC Products Description Mationality in HHTP BV Partncry Fatoy Lot (ha) ottt Lotha)  of lasitele Lok {mdy
Masufacture of other Ebeciric, electronic .
My clogtrical equipmeal equipmeat Japan Possitle o invest (100% own) 50-99
Manufacture of other Metal part (stamping .
36z 289 frbricated metal products _ Spring) Japan Possible to invest (100% own) No answer
Manalacture of special . . . .
1B m pe machinery Machivery, equipment Japan Possible 1o invest  Vietnzm No answer
Manufacture of medical . .
B2 M applitaces aod instruments X-ray equipmeot Japan Possible to nvest Vietnam 10-19 03-099
Manufactuie of other Photoclectric sensor, .
K 319 electrical equipment timey, lemp cootroller Kerea Litely tofavest  (100% own) 02-04
Manufactore of other Electric, tlectronic . (consignment
K4 1319 elecirical equipment quip Korea Likely to invest p ieg) Less than 0.2
Mapulacture of other Electric, elecironic o
K#0 o eloctrical equipme equipmest Korea Possitle to invest  (100% own) 0.2-04
. Manufacture of oxedical . . . .
K105 33 apphiances 30d | weots Humea, Gepiiderm  Korea Possibie fo invest Yietoan No answer
Manufacture of pans and
K107 M3 scoessories for motor Parts for motor vehicke Korea Possitie 10 invest (100% own) 0.2-0.4
yehicles
Ki0d 223 ::3‘;"“““ oftecorded o (pr.roM Korea  Possible 1o favest (100% owa) Mo snswer
Masnufacture of othes . - (HO0% own) or
UKn 242 chermical products Prepreg materials vx Possible to invest Vietoam 0509
Maaufecture of structeral - Pipe support .t .
UK2 281 metal products equipment UK Possible to invest Vietnam 02-04
Manutaciure of siructural . . o .
FoO3 281 metal products Stainless, Nickel Fraoce Paossible to invest  Vietpam 1019
Gi7 252 Manufactuze of plastic Plastic products Germaey  Possible 10 fovest -
products
Al sy ‘MaouRctureotphstic b o iein USA  Fossibletoinvest (100% own) 10-19
products
A2 22 ::;3:::'"" ofplastic b ic products USA  Likelytoiovest (100% own) Mote than 10
Magufactore of office,
Al 300 accounting sod computing  Office machivery USA Possible io iavest (100% own) 50-9% More than 2,000
machinery
M23 154 Manufacture of other food Food Malaysia  Possitle to jnvest {100% cwn) HNo answer
products
Mapufacture of oiher . . . .
M77? 2 chemical products Chemical products Malaysia  Possible to invest  Vietnam 20-4.9 B
Manufacture of pants and
M261 M3 accessories for motor Swichgear Malaysia  Likelytoinvest  Vielmam More thas 10
yehicles
H8 322 Mm.“ factare of spparatus Telecommunications  Hong Kong Possible to invest (cons:g:_\mem Lzssibza 0.2 La2ss thaa 0.1
fai line telephony processing)
Manufacture of other . . o
H1 318 electrical equipmest Magnetic beads Hong Koag Possible to invest (100% owe) 20-49
Ti® 243 :?b::[mme of manmade /oo -made fibees Tatwan  Likely Ioinvest  (100% owa) More than 10
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Table I-3-2 Vietnamese Prospective Enterprises for Investment in HHTP

Ser. ISIC Description of ISIC Products Enferprist  Imercst in vestment fn Nationalicy of Desizod 'V Required Area of Requined Ascn of  Required Flood Aree
No. Code ST mwh“ N.ﬁom‘!hy HHT? Furiners Factwory Ini (ba)  Inmitore Loyba)  of Inpisne Loe {mdy
Manufacture of plastic . Vietnam .
L) : ! .
2 82 pe Plastic (Hsi Phong) Litelytoinvest  (100% own) 10-19
Manufacture of special Equipmet for Vitlram :
O-1.
20 292 machinery co ion (Hsi Phong) Likelytoinvest  (100% ownj of Japans 1.0~1.9 500999
Mamufacture of ekectricity Victnam
234 212 distribution and control Swilches 2 Likely to invest {100% cown} S00-99%
appanatus e
Manufacture of television and Telecommunication Vicinam
135 322 mdiotamsmiticrs and Likely 1o invest  (100% own} 10-19
ass¢ mbly (Hanoi)
apparatus
m g vecomchieoyand gl Viemim - elytoivest  USA 02-04 0.10-049
supply (Hanod)
24 g SoMwrecomuhancyand o e Vietmm ey o imvest - Less Than 0.2 200-499
supply Hanoi)
P2} Softwire comsukarcy and Sofiwares Vietrum Likely o invest No answer No answer
supply {Hanol)
229 13 SoMwareconsubancyand  op e VIam ) elytoimvest  Noanswer 02-04 200499
supply (Hanoi)
Software consubancy and Vicinam . .
230 M supply Softwares (HanoD) Likely 1o irreest Japan, China, Korea No answer
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APPENDIX 1II HIGH-TECH PARK DEVELOPMENT

1.1 Lessons from High-Tech Park in Other Countries

11.1.1  India - Bangalore

The Bangalore city, which locates in hi-land of Decan of more than %0m above
sea level in Karnataka state, attracts the high-tech industries including the sofiware
industry. Since the ¢lectronics industries locates in the industrial estate prepared in the
outskirts of the city and the software in the city, the Bangalore is often called as the
"Silicon Valley in India”.

(1) Background

The Indian Government adopted the open door policy which included the
economic liberalization and deregulation of FDI since 1991. Along with this policy,
the Government planed the high-tech park developments in whole countrics. The
Bangalore which is one of seven high-tech parks attracted more than 450 high-tech
companies such as sofiware, computer and its related industries, telecommunication, ctc.

The success of the Bangalore was carried by the following factors:
« To adopt the keen promotion policy in the USA and EU,
* To recall the Indian engineers from abroad,

Since in the state of Karnartaka there are 51 of instilutes for science and
technologies, 35 of engineering training centers, and 102 of R&D institutes and the
supply capacity of engineers are rich, the foreign companies have invested in the
Bangalore from the adoption of open door policy. The Government focused on the
development of software industries as the export industry and prepared the Software
Technology Park (STP) including satcllite-communication facilities, super computer,
customs office, etc. in the outskirts of Bangalore. The Electronics City where the STP
locates is the industrial estate atiracted more than 100 electronics-related companics.

(2) Concept

The Information Technology Park Limited (ITPL) was established as the joint
venture among the Tata Group in India, Singaporean, and the State Government aiming

_the construction of Information Technology Park (ITP) in the While Ficld District,

outskirts of Bangalore, in 1994.  The ITP which targeted the IT indusirics including the
software industry planned to be developed the fotal area of 265 ha and to be invested
USD 250 million. The first phase of development completed in 1996,
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(3) Functions

The rapid growth of Bangalore was caused by the integration of human resources,
technologics, and information network. The main players in Bangalore are Indian
engineers studicd abroad and have channels with the engineers such as in Silicon Valley.
These well worked human networks provide the real-time information 1o the Bangalore
from USA. The Sofiware Technology Park (STP) located in the Electronics City was
established by the Government to aim the support of software export via a satellite.

The STP, therefore, has the ground station of satellite, the customs office, main frame,
clc.

(4) Others

The Bangalore faces serious problems on the infrastructure such as traffic
congestion, shortage of electricity, skyrockeling rental fee of the office, etc. since the
population grew three times comparing with 2.1 million in 1981. The experience of
Bangalore suggested that the shorlage of ordinary infrastructure is not crucial to
development at the information society. The key issue is to integrate with foreign
countries through such as satellite communication.

11.1.2  Taiwan - Hsinchu Science-based Industrial Park

(1) Background

Industrialization in Taiwan began afier the World War 1T using the surplus labor
force gencrated by the agricultural land reform. At the beginning, the industrialization
was carricd by the labor intensive industries which contributed to the rapid economic
growth through the export. In the late 80', since the huge trade surplus generated by
above labor inlensive industrics causcd the trade conflict and the revatuation of NT
dollar to US dollar, the international competitiveness has been losing and the economic
growth was slightly down. To overcome the difficultics, the Taiwanese Government
cnacted the high-tech indusirialization promotion act aiming the restructuring the
exisling industrics and offcred the various incentives. The development of fthe
Hsinchu Scicnce-based Industrial Park (HSIP) was onc of the cssentials of the high-tech
industrialization.

(2) Concept

In 1976, Taiwan National Science Committee started to study on the Hsinchu
Science-based Industrial Park development in 60 minutes south of Taipei through the
moterway. The concepl of the Park was to intcgrate the scicnce which is the result of
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R&D aclivitics, the industries which produced the high-tech products, and the park
which secured the quality of life.

The feature of HSIP is that the government recalled the overseas' Taiwancse high-
tech engineers by the preparation of the infrastructure which atiracted them.

(3) Functions

The HSIP consists of 3 zones; industrial zone of 296 ha, R&D zone of 94 ha, and
residential zone of 87 ha.

1} Industrial zone

The site of this zone is basically leasing of 20 years. The standard factories
are prepared for the startup firms and SME. The companies can build own
facilities. ‘There are some examples that slarling business from the standard
factories the companics, then, established their own factories in the prepared lots.

In this zone the urban facilitics such as the recreation zone, restaurant,
shopping center, movie theater etc. are prepared.

2) R&Dzone

The National Institutes such as chemicals, machinery, material, energy, and
mining locate in this zone. The open laboratories such as synchrotron center,
precision machinery center are established for the supporting the researchers.
Tow national universitics and indusiries are well linkage.

3) Residential zone

The houses including the apartments are preparcd for the recalled enginecers
to guarantee the quality of life.  This zone also provides the urban and recreation
facilities such as tennis courts, theaters, restaurants, banks, post oftice, etc.

The education systems and facilities for the employees' children should be
highlighted in the HSIP. Not only the modeled high school bul the lower
education including the kindcrgarten are prepared to them and provide the
bilingual education.

[1.1.3  Japan - Tsukuba Science City
(1) Background

There are more than onc hundred high-tech parks or rescarch parks in Japan.
One of the typical high-tech park in Japan is Tsukuba Science City (hereinafter called
TSC). The TSC, which locates southern part of Ibaraki prefecture or 60 km north east
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to the céntcr of the Tokyo, covered the 28,560 ha of the total arca and was developed
around 2,700 ha as the R&D/education zone and the rest as the suburban zone. The
R&D/education zone, 6km of west to east and 18 km of rorth to south, included the
National R&D institutes, education facilitics, commercial zone, office district, and the
residential zone. The suburban zone which was the rest of the R&D and education
zone includes the industrial or research parks. |

In 1963 the Cabinet decided to establish the science city in Tsukuba area and
submitted the conceptual land use plan of the science city. The land acquisition was
begun by the Japan Housing Corporation from 1967. The Conceptual Plan was
modified through the discussion with the expected relocation organizations and the
possibility of aictua] land acquisition.  Afier the four times of revision, the Master Plan
was conducted and the official land breaking was held in 1969. 1Ia 1970 the Tsukuba
Science City Construclion Act was enacted. The National Institute Rescarch in
Inorganic Materials began to operate as the first relocation organization in 1972, and in
the next year the University of Tsukuba was opencd. In 1980 all the R&D and
education organizations decided 1o be relocated started 1o operate.  The urban facilities
including the houses were also developed in paralle] to the development of them. In
the suburban zone the research parks or high-tech parks were developed from the late of
1970'. The seven parks have been developed until now.

(2) Concept

The objectives of the development of TSC were to decentralize of population and
the central governmental facilities over concentrated in Tokyo and to establish the core
of the R&D activities. To achieve these objectives TSC should be the place preparing
the rich environment to be able to integrate the testing, research, and education.

Testing & Measurement Research & Development

Science & Technology

Higher Education

Supporting
Urban Facilitics
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(3) Functions & Land Use

The TSC is divided into two districts; one is the R&D and education the other the
suburban. In the R&D and education area, the National Institutes of 47 organizations
are established, The R&D fields covered by these institutions extend wide range, such
as Electronics, Biotechnology, New materials, Mechatronics, Information, Environment
technology, Biochemistey, Space technology, etc. The three universities and one
technology college are located. The Universily of Tsukuba established in 1978 is the
university of new concept, and she has several independent master courses (in existing
universitics the master course is set up the under graduate). The TSC has the
commercial facilitics, housing both prepared by the public sector and private, bus
terminal, and industrial or research parks. The population of 60,000 reside in the
housing zone of around 1,000 ha and total population of the TSC are around 180,000 in
1995. In the suburban zone 7 industrial or rescarch parks are constructed: Tokodai
Research park of 39 ha, Tsukuba West of 102 ha, Tsukuba North of 128 ha, Tsukuba
Technopark Hanari of 5.4 ha, Tsukuba Technopark O-ho of 41 ha, Tsukuba Technopark
Toyosato of 6% ha, and Tsukuba Technopark Sakura of 66 ha in which the 115
companies locale and operate. The most tenants in them are the private R&D
institutes.

(4) Technoparks in the TSC

Tsukuba West Industrial Park

In 1985 the World Exposition of Scicnce & Technology was held in TSC
gathering the 20 million and more visitors. The ground of the Exposilion was
developed as the Tsukuba West Industrial Park of which the total land area is 105.5 ha
and sites for industries arc 15 lots or 74.9 ha.  In 1996, there are 15 companies locating
in the Park and the types of industrics are fine chemicals, biotechnology, special

precision, electronics, etc.  The 7 to the total tenants are R&D institutes and the rest of
them development-oriented firms or prototype factories.

Tsukuba Nonh Industrial Park

The Tsukuba North Industrial Park located in the place of 10 km north to the TSC.
The 19 lots or 102.2 ha to the otal development are of 127.8 ha are completion to be
occupicd by the companies of which functions are mainly the R&D as same as that of

the West. In the both industrial parks the tenants are required to conclude the
landscape agreement.

A-l1-5



11.1.4  Malaysia - Kulim High-Tech Park

The Kulim High-Tech Park has been developed in Kedah State, northern part of
the Peninsula Malaysia, since 1990. The both Federal and State Governments
cooperated to promote the project in order to foster the domestic industries using the
high-tech,

(1) Background

~ The Malaysian Government adopted the industriatization policy through the keen
promotion of the FDI as the main measures to develop the economy. The * political
stability, low wages, and easy communication through English caused to atiract the
foreign investors, especially labor intensive and exporl oriented industries. The
cxpansion of world trade and the deterioration of the competitiveness in the faclories in
the advanced countries are the reason 1o fush to invest into the developing countries,
especially in ASEAN countries in the late 80's. Thanks to the FDI, the Malaysian
economy achieved rapid growth, however, on the other hand the these economic growth
caused to the serious problems such as the shortage of engincers and skilled tabor,
skyrocketing the labor wages, etc. The labor intensive industries located in the
Malaysia are losing the competitiveness and tend to relocate the other countries
providing the belter conditions. The Malaysian Government, under this difficulties,
adopted the policy to restructure of her industrial structure from labor intensive to

technology intensive. The high-tech park was planned as one of the solutions for the
difficulties.

(2) Concept

The Kulim High-Tech Park (KHTP) was planned as the northern center for
technological development and the high-tech manufacturers. The KHTP, in order to
achieve the objectives, was planned as the multifunctional development consisted of the
R&D institutes, high-tech industrics, universities, housings, and recreation facilitics.

(3) Function and Land Use Plan

The KHTP, total arca of 1,448 ha, consists of six zones such as high-tech
industrial zone, urban zone, R&D zone, housing zone, amenily zone, and education
zonc.  The Jand usc of the KHTP is shown as following table.
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Land Use Plan in KHTP

Land Use Area (ha))
High-Tech Industrial Zone 405
Urban Zone 113
Housing Zone 470
Amenity Zone 248
R&D Zone 157
Education Zone Ss

Total 1,448

The development area of first stage consists of the high-tech industry zone, R&D
zone for public institutes such as MIMOS, Advanced Material Research Center of
SIRIM, and IT Center and for sofiware park, and business zone. In the business zone
the KHTP Corporation was established as the management body of the whole KHTP.
In the High-Tech Industrial Zone, the high quality utilities such as water purification
system, hazardous solid wasle storage, substation, etc. are prepared to attract the high-
tech industries. The Techno Center which consists of the testing and measurement
institutes was planned. The housing zone are composed of the several {ypes of houses;
bungalow, semi-detached, apartment, etc. The sports and amusement facilities are also
planned and the golf course is operating.

{(4) Others

Since the KHTP was the joint veniure project with Federal Government and State
Government, the promotion of the high-tech industries have been mainly carried by the
MIDA(Malaysia Industrial Development Agency). To sclect the high-tech industries
the MIDA prepared the criteria such as the number of the graduated personnel and the
ratio of R&D expenditure to the total sales amount.

The types of tenanted companies approved to locate in the KHTP are 1) four
Wafer Fabrications, 2) CAD/CAM Sofiware, 3) two R&D institutes, 4) three
Electronics equipment companics, and 5) Ceramic Capacitor.

I1.1.5 China - High-Tech Industrial Development Zone
(1) Background

Since the reformation and open-door policy was adopted in 1979, the Chinese
economy has been growing dramatically leaded by the special economic zone and the
economic and technology development districts.  The industrialization through the
attracting the FDI in the coastal region was highlighted, however, on the other hand,
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mainly in the major inland cities the new challenges began from the mid of 80's: they
were called as the High-Tech Industry Development Zone or Science & Technology
Development Zone. The National Committee for Science and Technology began to
study on the concept of the High-Tech Industry Development Zone (HTIDZ) in 1984,
1t was said to follow the Technopolis (‘,oncépt submitted by the Japanese Government
as the new concept of the regional development through the high-tech. The major
reason 10 establish the HTIDZ ar¢ as follows,

* The Chinese Government searched the break-through of the situation in
which the fruits from the S&T by the National Institutes were unused in
the manufacturing sector.

* Since the world trend in the late 80's was the boom of the high-tech led by
the micro-electronics, the Chinese Government tended to catch this to
strengthen the Economy.

In 1986, Beijing New Technology & Industry Development Zone began to be
constructed as a model of High-Tech Park. ‘The experiences from the Beijing have
been transferred to the State Government and High-Tech Development Zones of 27 in
whole country were designated up to 1991,

(2) Objectives

The major objective of the HTIDZ is to establish the know!edgc base which
would be the prime motor to lead the National Economy by the industrialization through
the usage of the fruits from the R&D activities. 1n case of the Beijing, in addition to
this objective, the submission of the development manuals and the nurturing experts for
the high-tech park development were required.

(3) Concept

The Academic Town Zone is designated centered by the existing university in
despite of the new town. The total area of the zone is mainly covered from two to
three thousand hectares.  Although the special economic zone atiracted the single
function of the production by the provision of incentives only for the FDI the HTIDZ,
on the other hand, shalt be the production base with R&D function to provide the
incentives not only for FDI but for the domestic investors. The roles of the universities
and R&D institutes are to develop the results of the S&T to be the manufactured goods.

The categories of the high-tech include the IT, acrospace fechnology, opical
technology, life scicnce, mechalronics, ncw malerials, energy, environmental

technology, geoscience, marine engineering, radiation technology, pharmaceuticals, and
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the new technologies 1o apply for the traditional industries. The High-Tech
Companies are defined as the companies of which activities should be included in above
high-tech categories and they should satisfy the certain conditions.

)

(5)

Function
The functions introduced in the HTIDZ are summarized as follows:

1) R&D Function

The universilies carry the R&D activities mainly. The incubated companies
also carry the development activities. The teaching staff of the university are
encouraged to join the high-tech companies.

2) Incubation

The High-Tech Companies tenanted in the incubator are provided the
services such as the financial support, consulting services, employer service, etc.
The applied companics are required the qualification by the management body in
order 1o be provided the support.

3) Production Function

The factories of producing the high-tech products are promoted. In case of
Beijing, although the qualification as the high-tech company is severe there are
150 and more forcign investors and 1,100 and more domestic investors operated
in the zone.

4) Technology Exchange and Amenity Function

There is the park aiming the spread and education of the science and
technology, scientific exchange both domestic and international, sports, etc.

5) Commercial Function

The 'science, technology and elecironics street’ provide the exhibition, sales,
and marketing of the results of the R&D activities.

Incentives

In the HTIDZ the approved companies called as the high-tech companics

composed of R&D-oriented companies and high-tech-products production companies

enjoy the incentives.  The criteria of the approval are as follows.

1) The business carried by the companies should be research, development, and
production and be included at least one of the above high-tech ficld.
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2)
3)

4

3)

6}

7)

8)

The company should have the self-supporting accounting system.

The president of the company should be full-1ime and have capabilities of the
rescarch, development, and management.

In the R&D-oriented companies, the rate of the universily-graduate
employers to the total employers should exceed 30% and the rate of the R&D
staff to the total 10% and more. In high-tech-products production
companics, the rate of the wuniversity-graduale employers to the total
employers should exceed 20%.

The company should own the funds of more than 100,000 yuan and the
suitable land and equipment for the operation.

The rate of the R&D expenditure to the tolal amount of annual revenue
should exceed 3%.

The rate of the sum of technology related turnover and sales of the high-tech
products to the total amount of the sales should exceed 50%.

The expericnce of the business should exceed 10years.

The companies which satisfy the criteria are specified as the high-tech companies
and enjoy the following incentives.

1)
2)
3)
4)

.2

The rate of income tax is 15% from the day of approval.
The rate of income tax is reduced to 10% when the expori-ratio exceeds 70%.
The income tax exempts tow years from the year to start operation.

The high-tech company of joint venture enjoys the income tax exemption of

two years from the profited year when the period of the joint venture exceeds
ten years.

High-Tech Parks Classification and Application to Vieinam

(1) High-Tech Parks Classification

High-tech parks of each couniry various places are different, therefore, it is

difficult for us to divide this into group. They have various forms by high-tech
indusiry rcquired location condition and urban function surroundings. The Study
Team has dared to classify high-tech parks according to characteristics of an
introduction function, it is as following 1able in consequence.
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Classification Table of High-Tech Parks

Maintenance fundicn
ClassiBeation E ‘E‘ g g g : Content and chargcteristic of maintenance Mainlerance case
HEER HES
w J =3 !2 5 .ﬂ 3 =~
AType (A1) A ahe alms forthe factory bocation in & Subic Techno Park
Development of local city, the developer majntained the (Philippines},
Muriple housing zone and o o employee house area. It isthe Arst step of Kawagoe, Sayama industrial
ﬁ.l.nuiinal tndustry zone multiple functionat development of an estate (Saitama Pref. in 19603
type industfial ¢state, in Japan).
(A-2) The developer maintained a various targe- | K3im Techno Fark in Malaysia
scale function in a Tocal dty for the indusirial | yonezaaa Industal Park
Industrial park o o ol o estale maintenance, sdded tothe A-1 type. (Yamagata Pref: Japan
Regional Development Comp )
A3 This is 2 large multiple functional Hsinchu Scieace bascd
development in 1 new area There are many  Jindustrial park in Taiwan,
. cases, which [s sccompanied by the focation | Tsukuba institution Galasen
tndustdal newtosm 1Q1OIQIOL O | |OL O |otunivenity and science and teshaciogy | Toshi and two techno-parks.
labonalory.
BType (B-1) - In case of the house and the factory existing |-Mibu exports 1oy industrial
Industsial estate for togethe s on & parrow urban area, developer  [estate, ¢le. in Toligi pred In
Produdion  Jhe small & medium- maintained an industrdal estate insububs to |Japan,
sy, type [sizedenterprise relocate ‘h‘ factory. A . - Subcontradt industrial estate
ppont relocation C O Q|- Companies use 1o cooperate With their
company in developing the various business
chances, using many facilities.
(B-2) - The gim of the maintenance is same al the  {After 1960 mainiaining the
B-1 type. ) 1800 or mere factory
Fadtory apartment - Thiis factory apartment takes the siyle of a  [3pastmnents in Tokyo and the
o o joint factory and is pursuit of the merit of [ Kobe-aty, ¢1¢. and
rocumulation {welfare facilities, dist Abution, |continuously at present.
and business, el for using jointly).
(C-1) - Develope s maintains this C- 1 1ype of TTP (Indian country Bangalore
C-Type industeial estate 10 promate the technotogical [City), Sapporo Techno-Park in
Software Park 2¢vance by the software indusiry, the Hokkaido pref. In Japan,
infomation scrvice industry, and the Cita Sofiware Parkin Oita
information eommunication industry, ¢l pref i Japan)
e o) O 1-1n this industrial estate There is vasrious type
of centec fadility for ihe business support and
Industrial skill-fabor promaction suppent, €1¢.
Support and  |C-Y < Althe aim of the institutions and the RAD  {The Stanford researches Park
Service enterprise localions, 2 developes maintains  [(US), The Trangubar Research
Ty this type, thinking a grate deal of location Park (US), et
yPe st.cuch Park conditions for the movement by the Eniwa Research Pask
(Scienoe Fack) 00 O [institation (R&D) function. Hoklaido pref. in
~The cenles facility s the same 10 the ebove { ido pref in Japan)
C-1type.
{C-3) - Developer uses 1o mainiain office pardes for [Arvida parkoway center
allan industral business funclions exctpiAhe [Fair | akes Center
roduction facilitics in suburbs.
Office Park P
© 0; 0 - In this area ther are various center
buildings maintained and the multiple urban
Function for the business support and living.

Source: JICA Sudy Team

-A-Dpe

Developer has used to maintain an industrial estate with set of housing zone for
employce and industrial zone for production (Iwo functions only; Al-lype), in an out-
of-the-way from urban arca. This type was the first method of an arrangement plan of
urban and industrial function.

Next, developer has used to maintain an industrial park (A2-typc) by convenience
facilitics: sports and rccreation facititics, green belis, traffic facitities, and shopping
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center, ctc. adding more to the Al-type and giving priority to life environment
maintenance. An indusirial new town (A3-type) is large-scale more by regional
community and a part of regional political development by urban planning.

= B-Type

B-type is one of an industrial estate consolidating and relocating small and
medium-siz¢ factory that generated naturally on a town by housing and factory
coexistence.

- - :ﬁ .

A software park (Cl-type) is one of political promotions to induce software
industrics of small and medium-sized enterprises. This type has various facilities for
encovragement of enterprises; open laboratory, training facilities for human skill
development, and incubation room, living room, convenience facilities. It is urban
location type and takes a narrow site.

A science park and a research park (C2-type) have precise maintenance purpose
of locating R&D enterprise and laboratory.  In Europe and America, universities use to
became development bodies and maintain this parks.

(2) Application of High-Tech Parks to Viectnam

To encourage high-tech industries by Victnam has just staried, but there are no
urban functions in this planning site. Therefore, development of a proper high-tech
park is basically different from methods using current facilitics, like Bangalore City,
China cities, and Kulim in Malaysia. On the other hands, Tsukuba research Gakuen
Toshi in Japan and Hsinchu High-Tech Park in Taiwan is very large-scale case in a new
ptace to relocate high-tech indusirics and laboratories and this case becomes a reference
of high-tech parks planning in Victnam.

<Maintenance method of high-tech parks>

High-tcch industries dominate parks type with their location conditions. Each
high-tech industry values location conditions as shown in the table below.
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Required Location Conditions by High-Tech Factory and Laboratory (Japanese Casc)

Traffi¢ Tand | Labor | Market Uttan
| Comdition e Pungtion
| e . ERERRRTRE
G Function Faality 2ot . : 5
E Classifieation {example) (haradtenstis of function Y 2l g .g g g
B 0E
IELEEEEREEEE
(2| & G ) 3|3
@ Mass  production | Manufacturing An ondinary factory (pe tha
function fadocy mass-produces are produced with { O —| @] —| & @] —] —| @} —| O] O
. a scarcely 1ype. -
Y @Many varicties & mass | High-Tech facrory | High-tech fastory type that mass-
3 produdion functicn produces are produced withmany | O —] @] —| @] @] —] —| O| —| C| ®
[\ iyvpes.
@ RAD fundions and | High-tech factory R&D institutions attached lo
factory funations + RAD imtitations | Hightech factory type in the | O| @] @] —j @ —| @] (O @] ®1 ®
_1 S . united area,
@RED of headquarters | -Office buildingof | -Laboratory of the gencralization
function in an eoke rprise headquaders type which the basic reseanchey
adjscent field of the headquatters directs .
Centerof controt Olc|lef—|e|—10]|—|e e O]O
jaboratory -Up-to-date technological
Basic labortory information and  the  slolled
researcher i3 very important for
. their activities.
& Specia) RRD hunction | -Office 1ype Spedal laboratory section that
{rescarch brandh) values the environment of the
- -Sptciatlaboratory | R&D ard the sidlled researcherat [ O] O @ —] @) —| @] —| & @& O|C
2 in seation the selection of regiona location
g | site.
2| ® Produtt style  and | -Officetype Special  Iabontory  for  the
] design RED function (rescarch branch) produdtion  development  and
-RAD facifity design style adjusied 1o the { Q] —] @] —| ®| ®| O] —| ®#]| ®| O] O
attached 1o a high- mothet factory.
tech factory -t values the regional sidlled
rescarcher when they sclea the
new tocation site. o
@Software development | -Sofiware Center 3t values the market for the
-System software prododtion.
development center | It values the rgiona skited [ O] —~1 @] -] @] ®| O] C| ®] | O( O
- software worker when they move
onto the new location site.
#® = Mostimporant, = Importani, — = Notimportant
Source:  JICA Study Team
When high-tech factory, laboratory, and software industry locates in a rural or

provincial arca, it values location conditions from a. to d. below according to above-

mentioned table ; a. access road around, b. skilled worker, ¢. information service, d. life

cenvironment

conditions of location in a region.

It is nceessary to maintain various functions to a high-tech park to fill these

Therefore, high-tech park making should maintain a

city fupction and industrial facility like as an industrial park (A3-type) in Vicinam.
And, it is nccessary to lake combined maintenance form named “Park within parks”

prepares involving plural industrial zones with a clear purpose such as a software park

(C1 type) and a science park and a rescarch parks (C2 type).
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<High-tech laboratory as location targe{> |

Hoa Lac High-Tech Park assumes relocation plan of Hanoi National University to
be a big opportunity.  Developer should make various key intelligent sites by not only
a national university but also moving a public laboratory ahead for inducing private
R&D institutions. In Japan, private laboralory lacated in Tsukuba institution Gakuen
Toshi assumed movement to Tsukuba of public R&D institutions to be “Joining to Japan

of the key facility” , and evaluated proper Gakuen Toshi highly. This movement by
public laboratories had following five reasons.

* Improving an image-up of enterprise.

* Speced-up of R&D schedule,

» To be casy to get latest technological information
+ To be easy to get skilled researcher

+ To be easy to approach 1o Tokye metropolitan area

<Expectation for location schedule>

When thinking about a research institute location schedule in new Hoa Lac High-
Tech Park, developer gels a law according to an experience of Tsukuba institution
Gakuen Toshi. Figure below is a transition of private and public research facilities
located in Tsukuba institution Gakuen Toshi. Private research institute had really
delayed to move from 1981 in Tsukuba about as many as 10 years from 1971 when a
public laboratory had begun to relocate in this Tsukuba. Especially, 2 private
laboratory begins to move to Tsukuba actively later in 1986 about Tsukuba International
Science Exposition (TISE) in 1985.

Tradition of private and public laboratory location on Tsukuba Institution Gakuen
Toshi (1570~1994)

™
<@
y

- e W
-t < L
T Y

s
T
—Beginvings of moverment by public labomatory

Number of location by labarmtory

w

(=3
—Y

b=

l--.—hivat: Labarstory —m-— Public I.abaxﬂord
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This rcason is that the TISE has enhanced various infrastructures by urban
function and road network around Tsukuba. 56 private laboratory every four years has
located in this Tsukuba from 1986 until 1989, 100 or more in total located in Tsukuba.
As the results, Tsukuba has taken them 30 years or more to complcic “Tsukuba
institution Gakuen Toshi” . According to this case, to induce a research function with
high-tech enterprises, people can get knowledge to prioritize getting urban convenience
and road networking. This Master Plan said that, at first, people should move public
laboratory, maintain urban convenience, and road networking among all of functions,
but inducing and moving a private R&D sector will become a long-term work and effort
by Vietnam.

When maintaining Hoa Lac High-Tech Park, developer should refer 1o such an
experience side and to schedule of each country in those past years.
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APPENDIX III ALTERNATIVE PLAN OF PHASE 1 AND
FEASIBILITY STUDY

HI.1 Alternative Plan of Phase 1
I1I.1.1Development Principles of Alternative Plan

Alternative plan of Phase 1 is planned based on the development principles that
the residential area will not be included in the tract of HHTP site, while the basic
development plan is conccived to include New Town Zone in HHTP.  The residential
function necessary for the development of HHTP will depend on the Dong Xuan
residential area which is planned to locate outside the HHTP beyond the highway
interchange. The site designated for New Town Zone in the basic plan will be
converted to High-Tech Industrial Zone in the alternative plan and the total area of
High-Tech Industrial Zone will expand twofold. |

The High Grade Residential Zone is planned to be expanded to cope with the
increase of executive houscholds number in relation to the entargement of High-Tech
Industrial Zone. The elimination of golf course planned in the basic plan is eliminated
to designate the site for the expansion of rcsidential area. The population in the High
Grade Residential Zone is estimated at 2,200 or S % of the 46,000 population induced
by Phase 1 of HHTP. Estimated number of employee and population are summarized
below and presented in Tabte 111-1-1 detailedly.

Work Opportunity in HHTP
Work
Land Use Alternative Basic Plan
1. R&D Zone 4,000 4,000
2. Cenler Area 200 200
3. High-Tech Indusirial Zone 17,700 8,600
4. Urban/Business Zone 1,300 1,300
5. High Grad.c l?esndenual Zone 100 100
{commercial job)
6. New Town Zone {[commercial job) 0 100
7. Total 23,300 14,300
Population
Work
Land Use Alternalive Basic Plan
1. Induced Population 46,600 28,600
2. Population resided in HHTP 2,200 12,800
3. Ratio (2/1) 5% 45%
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111.1.2Land Use Plan

The land use plan of Phase 1 is tabulated in the table below and Table IHI-1-2.

Figure 111-1-1 presents detailed land usc of the alternative plan.

iem Area (ha) (%) Remarks

1) R&D Zone 121.6 15.3
2) Cenler Area 12.2 1.5
3) High-Tech Industrial Zone 1412 17.8
4) Urban/Business Zone 25.7 32
S) High Grade Residential Zone 756 9.5
6) New Town Zone 0.0 0.0

7} Main road, sewage plant, elc. 91.2 11.5 Inclusive of retention poad
8) Park & green 160.1 202
9) Tan Xa Lake 1203 15.1
10) Reserve Area 46.3 58
Tota) 794.2 100.0

H1.1.3Development Plan of Infrastructure

(1) Road

The total road lengl'h of alternative plan will be 29,700m as shown below, which

is 3,800m shorler in comparison with the 33,500m of the basic plan.

plan.

‘The reason of the
shortening is the elimination of internal road designed in the New Town and main road
running belween the High-Tech industrial Zone and the New Town planned in the basic

Type by Road (ROW)

0m 26m 22m 20m 14m

1Zm 7.5m Tolal

I l1nterpal Road

1. R&D Zoae 4,450 1,400 5,850
2. Center Area 0
3. High-Tech [ndustrial Park 2,445 4,080 6,525
4. Urban/Busioess Zone 0
5. High Grade Residential Zone 1,500 320 1,230 1,760 4,810
6. New Town Zone 0
7. Sub-Total 0 4,450 3,945 4400 2,630 1,760 ¢ 17,185
Il External Road 6,360 5310 850" 12,520
i Others Expansion of Hanoi-Hoa Lac Highway
{(1.=28.27 ki, W=12 m—35.5 m), elc.
1V Tolal 6360 9760 3,935 4,400 3,480 1,760 0 29,705

Note: /1 Back yard road ia Urban/Business Zone

/2 Service roads to the apariments in residential area are nol included.
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Water Supply Facility
1) Design conditions

The water supply facilities for Phase 1 are comprised of distribution pumps,
clevated tanks and water distribution pipes. The design flow rate for Phase 1 is
assumed based on the water demand projection shown in Table 11I-1-3:

Design Conditions of the Water Supply Facilities in Phase 1

(Alternative Plan)
Items Wiater Flow Remarks
Dait t
aily average water 16,000 mday
demand (DAWD)

Daily average waler

consumption (DAWC) 19,200 m¥*day | Unaccounted water ratio = 20 %

Daily maximum water

23,040 m'/d i ion factor = 1.2
consumption (DMWC) m/day | Daily fluctuation factor

Hourly maximum water

consumption o 2,400 m*%hr | Hourly fluctuation factor = 2.5

The capacity of distribution pumps and distribution pipes in the respective
zone is designed under the consideralion for the fire-fighting water of 1.0 to
1.5 m*%min in addition to the ordinary water consumption.

The design criteria applicable for the alternative plan are the same as that for
the selected plan.

2) Outline of the water supply facilitics for Phase 1

The hydraulic design results, the layout plan and the main specifications of
the water supply facilities for Phase 1 are shown in Table [11-1-4 and XI-1-5,
Figure 1i1-1-2 and the 1able below, respectively:

A-HI1-3



Main Specifications of the Water Supply Facilities in Phase 1

(Alternative Plan)
Items Specifications
1. High-Tech ladustrial Zone
Distribution pusmps 10 m*/min x 90 kw x 5 sets (including 1 standby)
Distribution pipes DIP 300 - 700mmDia x Total 8240mLength
2. Urban/Business Zone
Distribution pumps 2.7 m¥/min x 30 kw x 2 ses (including 1 standby)
Distribution pipes DIP 100mmDia x Total 1860mIength
3. Center Area DIP 100 - 200mmDia x Total 620mLength
4. R & D Zone
Distribution pumps 5.4 m*/min x 55 kw x 3 seis (iscluding 1 standby)

{The pumps are commoaly used for the R & D
Zone, the HHTP Center and the High Grade
Residential Zone)

Elevated tanks 100 m? x 1 set, 120 m® x 1 set

(The 100m? elevated tank is commonly used for
the R & D Zone and the HRTP Center Zone)

Distribution pipes DIP 100 - 300mmDia x Total 8530mbength
5. High Grade Residential Zone

Elevated tank 90 m* x 1 sel

Distribution pipes DIP 100 - 200mmDia x Total 3040mLength

VP 75 mmiXa x Total 970 mLength

(3) Scwerage and Drainage Facilities (Alicrnative)
1) Sewecrage facilitics (Alternative)
a) DPesign conditions

The sewerage facilities for Phase 1 are comprised of sewage pipes. Based
on the water demand projection, design sewage flow is assumed as follows:

Design Conditions of Sewerage Facilitics in Phase 1
(Alternative Plan)

Items Water Flow Remarks
Daily average wastewaler 16,000 m¥/day
(DAWW)
Daily maximum wastewater 23,040 mY/day Groundwater infiltration = 20%
(DMWW) Daily fluctuation factor = .2
Houtly maximum 2,400 m'fht Hourly fluctvation factor = 2.5
wastewater (HMWM)

A-lll4



The design criteria applicable for the alternative plan ar¢ the same as that for
the sclected plan,

b) Gutline of the scwage facilitics for Phase 1

The hydraulic design results, the layout plan and the main specifications of
the sewerage facilities for Phase 1 are shown in Table 111-1-6 and 11I-1-7, Figure
111-1-3 and the table below, respectively:

Main Specifications of Sewerage facilities in Phase 1

(Alternative Plan)
ltems Specificalions
I. High-Tech Indusirial Zone
Sewers HCP 200 - 700mmDia x Tolal
8240ml cagth
2. Urban/Business Zone
Sewers HCP 200mmDia x Total 2040mlLength
3. Center Area
Sewers HCP 200mmDia x Tetal 1250mLengib
4. R& D Zone
Sewers HCP 200 - 500mmDia x Total
5840mLength
5. High Grade Restdential Zone
Relay pumps
Sewers HCP 200 - 300mmDia x Total 650mlength
VP 150mmDia x Total 229%0mLength

2} Drainage Facilities {(Alternative)
a) Design conditions

The planning conditions and design criteria applicable are the same as that of
the selected plan described in the section 7.6.3 (2) of Volume 11

b) Quiline of the facilities for Phase 1

The hydraulic design results, the layout plan and the main specifications of
the sewerage facilities for Phase 1 are shown in Table II-1-8 to Tabte 111-3-11,
Figurc 111-1-4 and the table below, respectively:
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Main Specifications of Drainage facilities in Phase 1
{Alternative Plan)

Items

Specifications

1. High-Tech Indusirial Zone

Drains

2. Urban/Business Zone

Drains

3, Center Arca
Drains

4. R&D7Z0ne
Drains

5. High Grade Residential Zone

Drains

HCP 600 - 1200mmDia x Total 2010miengih

HCP 400 - 1200mmDia x Total 4960mLength

U-Channel 400 - 1800mmWidth X Total 17510mLength

U-Chagne] 400 - 1000mmWidth x Total 3380mLength

U-Channe) 300 - 1200mmWidih x Tolal 10350mLength

(4) Electricity

1) Power demand

The power demand for Phase 1 of HHTP was estimated at 48.3MW for the
basic plan and 69.3MW for the alternative plan, as shown below.

Power Demand Projection of Phase 1

Basic plan Alternative plan
Area (ha) [House-| Unit | Electric} Area(ha) |House-] Unit | Electric
Net Floor| hold | Demand |Demand| Net Floory hold | Demand | Demand
(MWhinil)] (MW) (MW/unil (M
1. R&D Zone 102 7.2 {102 1.2
2.Center Area 12|12 0.6 0.7 12112 0.6 0.7
3 High-Tech Industrial Zone 62 286 1115 538
4.Urban/Business Zone 14 | 5.2 0.6 31 14 |52 06 3l
5.High Grade Residential Zone | 10 268 0.003 0.3 25 545 0.003 1.6
6 New Town Zone 40 2,520 0.002 50 0 0
7. Water purification plant 0.4 04
8.Sewerage treatment plant 23 23
9.Drainage plant 02 02
Total 483 69.3

2} Power supply system

Elcctric power for HHTP will be supplied from the projected Xuan Mai
substation (220/110kV, 2X 125MVA) of EVN at a 110kV. The power supply
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system for HHTP consists of a 110kV power transmission line, an on-site
[ substation and the underground distribution flacilitics as mentioned below.

(a) Transmission line between the projected Xuan Mai substation and the
new substation

a)
b)
<)
d)

Line voltage : 110kV

No. of circuit : 2 circuils

Line length : Approximately 20 km, overheadline line
Conductors : ACI85 + (standard of EVN )

(b) New substation

a)
b)
<)

d)

2)

b)

d)

Locatien : At the southern border of HHTP
Type : Conventional type

Power Transformers : 2 X 4OMVA  (110/22kV) with on-load
automatic tap changing equipment for line
voltage drop compensation

22kV switchingears : Indoor metal-clad type

(c) Underground distribution facilities

Sub-transmission line between : 24kV XLPE cable (95~300 mm)
the new substation and
switching stations

Switching station to be ¢ Indoor metal-clad 22kV
installed at each zone switchgear with housing

Distribution line between the @ 24kV XLPE cable (50~300 mm)
swilching station and ring main

switching units

Ring main switching unit to be : Indoor metal-clad 22kV
constructed at the service switchgear with housing
entrance point of cach

CoOnsumer

Cperation system : Automatic line sectionalize
contro} system to sccure a
reliable power supply
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The distribution plan for power supply is shown in Figure 111-1-5, -
(5) Telecommunications !
1) Telecommunication demand
The telephone demand for Phase 1 of HHTP is estimated at 8840 lines for the

basic plan and 5620 lines for the alternative plan, as shown below.

Telephone Demand Projection of Phase 1

Basic plan Alternative plan
Population [House | Unit | Telephone] Population |[House-|  Unit | Tetephone
(Employee) | -hold | Demand | Demand |(Employee)t hold | Demand | Demand
(Line/unit)} (Liae) (Lin¢/unity}  (Line)
. R&D Zone 4,000 0.5 2,000 4,000 0.5 2,000
2.Center Area 200 0.5 106 200 0.5 100
3 High-Tech Industrial Zone 8,600 0.1 860 17,700 0.1 1770
4. Urban/Business Zone 1,300 05 650 1,300 0.5 650
S.High Grade Residential Zone 1,100 (265) 0.5 550 2,200 | 545 0.5 1,100
6.New Town Zoae 11,700 |(2520) 0.4 4,680 0 0 0
Total 8,840 5.620

2) Telecommunication systeml

The target of conceptual plan for the telecommunication system is to provide
not only ordinary telephone service but also advanced services such as high speed
digital data-communication.

In order to realize these services in the projected area, construction of a trunk
line, a digital switching station and an access network will be required as follows.

(a) Trunk line interconneccling a new swilching center of HHTP with main
exchanges of Ha Dong and Hanoi City

ay Transmission tine : Optical fiber transmission
system
b) Trunk network : Ring network
¢) Line route and distance Hanei - Ha Dong - BHTP - Hanoi

(approx. 90km)
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(b) New switching slation

a} Location In HHTP Center

s

b) Required from space :  Air conditioned room with 100 m
floor arca
¢) Exchangecapacily : 5620 lines for alternative plan
(c) Access network

a) Provided service : Telephone , Fax,, hi-speed data,

and computer felecommunication
b) Access network :  Loop network by optical fiber cable

¢) Swilching equipment :  Remote lerminal system
in each zone

d) Distribution network :  Underground optical fiber cable
and copper cable

The distribution plan for the telecommunication system is shown in Figure
-1-6.

111.1.4Development Cost

The development cost of the alternative plan of Phase 1 is estimated at USD 558
million. The external portion for the main road in HHTP, water purification plant,
sewage treatment plant, eic. costs USD 265 million. The portion for public zones and
profitable zones including housing and building will amount to USD 74 million and
USD 219 million, respectively. The detailed cstimation of the development cost by the
development area is shown in Table 111-1-12.

Development Cost of Phase 1 {Alternative Plan)
_{unit: USD million)

Total Infrastructures Building
Total Foreign Local Total Foreign  Local Total Foreign  Local
Currency Currency Currency Currency Currency Currency
1. External 26509 14396 12113 26509 14396 12113 - - -

Infrastructure
2. Public Zones 73.89 2519 4871 2916 11,77 17.40 44.73 1342 3131
3. Profitable Zones 21882  70.69 14813 45.41 1867 2675 17340 5202 12138

Total 557.80 23983 31797 33966 17439 16527 21814 6544 15270

Note: /1 Inclusive of engineering service cost and physical contingency
/2 Exclusive of price contingency
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111.2 Project Evaluation
[11.2.1Financial Evaluation

In this Study, the discussion is focused on the financial evaluation for the
development plan of the Basic Plan and the Alternative Plan in Phase 1 of HHTP.

The financial evaluation in this Study aims at assessing the financial viability of
the investments in the consteuction of Phase 1 of HHTP, from the viewpoint of the
Developer of R&D Zone (Seftware Park), High-Tech Industrial Zone, Urban/Business
Zone, High Grade Residential Zone and the whole HHTP (4 Zones in total).

The projects of R&D Zone (Institute Sub-Zone), Center Area, New Town Zone
and Cenlral Park shall be developed as public works, because these projects are
considered to be non-profitable and high public benefit.

The financial evaluation of the project of New Town Zone is made, because the
project has a possibility of profitable.

In addition to the above mentioned analysis, the financial viability of the
investments in the construction of Phase 1 of HHTP, is evaluated from the viewpoint of
the Project (7 Zones in total).

(1) Concept of Financial Evaluation Method

The Project is evaluated in terms of “Financial Internal Rate of Return (FIRR)”
based on the cashflow streams of revenues and expenses/costs.  The internal rate of
return is the discount rale at which the present value of cash inflows in equal to the
present value of cash outflows. In other words, it is the discount rate at which the
present value of the net reccipts from the Project is equal to the present value of the
investments. All inpuls and outputs are valued at the market prices (current prices).

The construction cost and building cost of each zone in HHTP is supposed to be
financed through equitics andfor long-term debts. The loan repayability is evaluated on
the basis of the sources and uses-of-funds stalements,

1) Viability for the Developer
Viability for the Deyel f R&D Zone (Sofl Park
The construction cost of R&D Zone {Sofiwarc Park) in HHTP is the main

financial outflow from the point of view of the Developer. The income from
software park Jot sales is the main financial inflow for the Developer.
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The construction cost of High-Tech Industrial Zone in HHTP is the main

financial outflow from the point of view of the Developer.  The income from
factory lot sales is the main financial inflow for the Developer.

Viability for the Devel ¢ Urhan/Busingss Z

The construction and building cost of Urban/Business Zone in HHTP is the
main financial outflow from the point of view of the Developer. The income
from floor rents of commercial building in Urban/Business Zone is the main
financial inflow for the Developer.

Viability for the Devel ¢ New Town Z

The construction cost and building cost of houses such as detached house,
row house, medium rise apartment, high rise apartment and shop house in New
Town Zone are the main financial outflow from the point of view of the
Developet. The income from sales of various houses is the main financial
inflow for the Developer.

Viability for the Devel Proi f Hish Grade Residential Z

The construction cost and building cost of high grade houses such as
detached house, and apartmen! in HHTP are the main financial outflow from the
point of view of the Developer. The income from rents of high grade houses is
the main financial inflow for the Developer.

Viability for the Devel { HHTP (4 of S Zones in total

The construction cost and building cost of 4 or S Zones in total is the main
financia) outflow from the point of view of the Developer. The cumulative
income of 4 or 5 Zones is the main financial inflow for the Developer.

2) Viability for the Development Project
Viability for the Devel Proi f HHTP (2 Zones i )

The construction cost and building cost of 7 Zones in total is the main
financial outflow from the point of view of the Project.  The cumulative income
of 5 Zones (R&D Zone (Software Park), High-Tech Industrial Zone,
Urban/Busin¢ss Zone, New Town Zone and High Grade Residential Zone is the
main financial inflow for the Project.
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(2) Preconditions for Financial Analysis

(2) Construction cost of external infrastructure

The scope and construction cost of external infrastructure is described in the
previous chapter.  The cost is assumed to be borne by the State Budget or the

Provincial Budget. It may be inevitable to raise fund from the international
financial institutions,

(b) Construction cost of internal infrastructure of each zone in HHTP

The construction cost of R&D Zone (Software Park), High-Tech Industrial
Zone, Urban/Business Zone, and High Grade Residential Zone in Phase 1 of
HHTP is to be borne by the Developer.

This cost is inclusive of direct construction cost as a major financial outflow
from the viewpoint of the Project, In this Study, the administrative cost and

O&M cost arc assumed to be offset by collecting other fee for administrative and
O&M.

(¢) Replacement Cost

The replacement is considered for the water supply facilities, sewerage
facilities and drainage facilities of internal infrastructure of R&D Zone (Software
Park), High-Tech Industrial Zone, Urban/Business Zone and High Grade
Residential Zone in Phase 1 of HHTP once in 20 years and for the electric
facilitics and telecommunication facilities of internal infrastructure of these zones
once in 30 years, taking the length of their economic life into consideration.

{(d) Land rents cost of 1st Phase of HHTP

The land rents cost of R&D Zone, High-Tech Indusirial Zone,
Urban/Business Zone, and High Grade Residential Zone in Phase 1 of HHTP can
be calculated by sctting up unit cost of land rents. In case of foreign invesiment
project, the unit cost of land rents is set at 0.5625 USDIm’}year‘ based on
“Regulations on Rent of Land, Water, and Sea Surfaces for Foreiga Investment

Projccts issued in conjunction with Decision No.1417 TC/TCDN dated 31
December 1994 of the Minister of Finance”.

*{Land rent) = {Basic rate) x (Coeflicient of location) x (Cocfficient of
infrastructure) x (Cocfficient of industrial sector)

=0.375 x 1.0 x 1.5 x 1.0 = 0.5625(USD/m’/ycar)

A-111-12



Taking that the HHTP project is a national project into consideration, the unit
cost of land rents will be st al less than 0.5625 USD/m?/ycar under the approval
of the Prime Minister in fact through the discussion between the JICA Study
Team and the General Department of Land Administration.

On the other hand, the land rents of the existing industrial zones located in
the Northern Area are shown as follows:

iZ Land Rents (USD/m’/year) Remark
Nomura IZ 0.2 (Permitted by GOV)
North Thang Long IZ 0.13 {Required by HPC)
Source: MGSTE

Considering above, it is proposed to be set the following 2 cases as the basic
ratc in this Study.

Case ‘ Land Rents (USD/m?/year)
Case 1 0.375
Case 2 0.100

(¢) Compensation and relocation cost

The compensation and relocation cost of Phase 1 area (794.2 ha) of HHTP is
estimated on the basis of “The Investigations and Calculations for the Cost of
Compensation and Relocation” conducted by the NISTPASS and is estimaied at
approximately 8.3 million USD and 4.7 miliion USD in total, respectively. The
detailed compensation and relocation cost of each zone is shown in Table 111-2-1-
Table 111-2-12.

(f) Taxation

Several taxes, such as corporate tax, import duties, property tax, value-added
tax in associalion with the ftransactions traded during the period of the
infrastructure construction in and outside HHT® and during the period of the
HHTP project operation, are supposed (o be imposed on the Developers.

On the other hand, according to General Tax Department, the Developers has
a possibility of tax exemption from import fees, customs duty and other taxes and
fees on conditions of the approval of Prime Minister, because the HHTP project is
a national projeci.

Ia this Study, they are assumed to be subject 1o tax exemption at this stage of
the Study, taking a possibilily of totally tax cxemption and unceriaintics of
taxation rclated to this kind of infrastructure construction into consideration.
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(g) Lot sales/lease price and facility sales/lease price in HHTP
S] . [E I ] I I a _[- | . ]l- ]-I l I ’ l]z

The sales price of factory lot to emterprisesfinvestors will be assumed at a
reasonable price, being well competitive compared with that in Vietnam and other
Asian countries (Table 111-2-13 and }1{-2-14), is the most influential factor which
affects the financial viability of the Project, fully depending on the market
conditions. The price of lot sales to enterprisesfinvestors located in the industrial
estates in Victnam is ranged from 42 USD/m? to 120 USD/m’. Besides the
average price of lot sales to enterprises/investors located at the industrial estates

in and around metropolitan area of other ASEAN countries is ranged from 50
USD/m’ to 60 USD/m’.

Considering competitivencss with other industrial estates based on the

circumstances mentioned above, the sales price of factory lot is set at 45 USD/m’
at current price in this Study.

Sales price of institute | oo in R&D Zone (Sofiware Park)

The sales price of software park lot to enterprisesfinvestors is generally same
as that of factory lot. Therefore, the sales price of institute lot in R&D Zone
(Sofiware Park) is set at 45 USD/m? in this Study.

S I . [l . [ﬁ . S!] B . Z

Taking that the rental price of existing business oftice, which is located in the
suburbs of Hanoi Cily, is ranged from about 20 to 30 USD/m%month into
consideration, the space rental price of business office in Urban/Business Zone is
sct at 20 USD/m’/month in this Study.

Rental price of delached | | Lin Hieh Grade Residential Z

According to Japan External Frade Organization (JETRO), the average rental
price of detached house with a floor area of 150 m*for forcigners located in Hanoi
is 3,200 USD/unit/month (21 USD/m¥/month). Based on the price per area, the

rental price of detached house with a floor area of 200 m’ for forcigners in High
Grade Residential Zone is set at 50,400 (=21 x 200 x 12) USD/unit/year.

The rental price of apartment with a floor area of 150 m?can be assumed at
36,000 USD/unitfyear by means of a ratio of the construction cost per unit of
detached house to that of apariment.
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Sal ice of | in New T 7

The average sales price of apartment (medium-rise) with a floor area of aboul
60 m*located in Hanoi is approximately 50,000USD/unit. Based on the price, the
sales price of apartment (medium-rise) with a floor arca of about 72 m’ in New
Town Zone is set al the same price as the existing apartment (medium-rise), that
is 50,000 USD/unit.

The sales price of the other houses can be assumed on the basis of a ratio of
the construction cost per unit of apartment (medium-rise) to that of each house.
The sales prices of the detached house, row house, apartment (high-rise), and
shop house are set at 117,000USD/unit, $3,000USD/unit, 61,000USD/unit, and
111,000USD/unit, respectively.

(h) Levy for administrative and utility services

The levy for administrative and utility services is assumed to be equal to

administrative cost and O&M cost for ultility operation.

(i) Lots or facilities sales/lease projection of Phase 1 of HHTP

@ Basic Plan

The lots or facilities sales/lease projeclion of Phase 1 in Basic Plan is
assumed as below. The lots or facilities sales/lease in four zones exclusive of
R&D Zone (Software Park) is assumed fo take 5 years. The sales of software
park lot in R&D Zone (Sofiware Park) is projected to take 10 years due to the
results of the investment demand survey.

200t 2002 2003 2004 2005 2006 2007 2008 2009 2010

R&D Zone (Software Park) 5% 15% 0% 10% 10% 10% 10% 10% 10% 10%
High-Tech Industrial Zone 5% 35% 30% 20% 10% - - - - -
Usban/Business Zone - 5% 35% 3% 20% 10% - - -

High Grade Residential Zone - 5% 35% 30% 20% 10% - - -

New Town Zone . 5% 35% 30% 0% 0% - - - -

@ Alternative Plan

The factory lots area in High-Tech Industrial Zone in Alternative Plan is
expanded to be about {wice as large as that in Basic Plan. The factory lot

sales in Alternative Plan is assumed to take 7 years.

The High Grade Residential Zone in Aliernative Plan has no golf course and
about twice the houses units of Basic Plan. It is advantage for sales
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proemolion that the detached houses and apartment with the golf course can be

promoted o s¢ll in Basic Plan. However, it is disadvantage for sales

promotion of houses without golf course in Alternative Plan. Therefore, the

detached houses and apariment lease in Alternative Plan is assumed to take

10 years as shown below,

2001 2002 2003 2004 2005 2006 2007 2008 2009 2010

R&D Zone (Software Pask) 5% 15%

0% 10% 0% 10% 10% 10% 10% 10%

High-Tech Industrial Zone 5% 253% 220% 15% 15% 10% 10% - - -

Urban / Business Zone - 5%
High Grade Residential Zone - -

35% 30% 20% 0% - - . -
S% 5% 10% 15% 20% 20% 15% 10%

§)] Funds Arrangement

The sources of funds will be composed of own equity of the Developer v
between SOEs and 3/V pariner (FDI)), external soft loan and private bank loan.
The amount allocated to each source of funds is assumed as follows:

+ Own finance of SOEs  ---

* Own finance of FDI -
* External soft loan S

+ Private bank loan ——

(k) Loan Conditions

Equivalent to land rent cost, compensation
and relocation cost

30% of construction cost
60% x (70% of construction cost)
40% x (70% of construction cost)

The condition of external soft loan is assumed as follows:

* Interest rate -
* Repayment periods -

+ Grace periods -

3.0%
25 years
10 years

* The repayment of interest shall be made during the construction periods.

The conditlion of private bank loan is assumed as follows based on SIBOR

(Singapore Inter Bank Official Rate):

* Intcrest rate ---
* Repayment! periods -

* Grace periods -e-

9%
10 ycars

3 years

* The repayment of interest shall be made during the construction periods,
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(I) Escalation

All the costs are assumed to escalate at an annual rate of 2% for the foreign
currency portion and 3% for the local currency portion. All the revenues are
assumed to escalate at an annual rate of 2.7%, which is the weighted average
between all the costs of the foreign currency portion and the local curecacy
portion.

Results of Financial Analysis
1) Financial Internal Rate of Return (FIRR)

Under the preconditions mentioned above, the FIRR is calculated as shown in
the following tables and summarized below.

® Basic Plan
(a) Viability for the Developer

Viability for the Devel  R&D Zone (Saftware Park

The resulting FIRR of 16.5% in Case 1 and 20.6% in Case 2 indicates that
the development project of R&D Zone (Software Park) is financially viable.

Viability for the Devel { High-Toch Industrial Z

The development project of High-Tech Industrial Zone has a FIRR of 14.5%
in Case 1 and 20.6% in Case 2 and is financially viable. The FIRRs are
calculated as shown in Table {11-2-15 and Table 111-2-16.

Viability for the Devel ¢ Urban/Business Z

The development project of Urban/Business Zone with a FIRR of 17.1% in
Case 1 and 17.3% in Case 2 is financiaily viable.

E!.!-]-' E l D l [![-l Q I B .l .lZ

The resulting FIRR of 12.0% in Case 1 and 12.4% in Case 2 indicates that
the development project of High Grade Residential Zonc is financially viable.

Viability for the Devel  New Town 7

The result of computation shows that the FIRR for any cascs is not available
to be computed, which shows that the development project of New Town
Zone is not financially viable with its curcently planned conditions.
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The whole development project of HHTP (4 Zones in total: R&D Zone
(Sofiware Park), High-Tech Industrial Zone, Urban/Business Zone, High
Grade Residential Zone) with a FIRR of 14.4% in Case 1 and 14.9% in Case

2, is financially viable. The FIRRs are calculated as shown in Table 111-2-17
and Table 11{-2-18.

For refercnce, the whole development project of HHTP (5 Zones in total) has
a FIRR of 10.6%, 10.8% and 10.9% in Case 1 and a FIRR of 11.0%, 11.1%
and 11.3% in Case 2, which is corresponds to three alternative cases for the
development project of New Town Zone and is deemed financially viable,

(b) Viability for the Development Projeél

Vighility for the Devel Project of HETP (7 Zones in total

The whole development project of HHTP (7 Zones in total: R&D Zone
(Institute Sub-Zone), R&D Zone (Sofiware Park), Center Zone, High-Tech
Industrial Zone, Urban/Business Zone, High Grade Residential Zone, New
Town Zone) has 2 FIRR of 9.3% in Case 1 and 10.0% in Case 2 as shown in
Table I11-2-19 and Table 11I-2-20 and is deemed financially viable because of
ncarly 10%.
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Results of FIRR Computation (Basic Plan: Case 1 (Land Rent; 0.375 USD/m2/y))
1 Viability for the Developer
1-1 ¥IRR of Each Zone

Compensation 0;‘;“:?;“:” Construction
Cost Bearing @ hatl Cost Bearing

Bearing Sales/Lease Conditions Cases  FIRR (%)

IDCs Public  IDCs  Public  1DCs Public

R&D Zone (Software
! Park) O O O
High-Tech Industrial
Zone

450 USD/m2 CaseRD-S  165%

450 USD/m2 Case IP 145%

W | N

Ucban/Business Zone 20.0 USD/'m2/month CaseUB 17.4%

50,400 USD/Univy
(Detached House)
50,000 USD/Unit
{Apact. Mediom)
50,000 USD/ Uit
(Apari. Medivm}
50,000 USD/Unit
{Apart. Medium)

High Grade Residential

Zone Case HGR 120%

Case NT-1 NA,

olO0|0|0|C
C|C{O|0O

5 New Town Zone

O

Case NT-2 N.A.

O(0|C|10}|0|0

Case NT-3 NA.

1-2 FIRR of Whole HHTP

Sales/Lease Conditions Cases FIRR (%)

R&D{SW)45USD/m2,
] 1E:45USD/m?2,
ECase Rg;)X(Case [P)X(Case UB)X UB:20USD/m2/month, Case ZT 144%
Case HGR) HGR(Detached
H ):50,400USD/Univyear

R&D(SW)ASUSD/2,
1E:45USD/m2,
{Case RD-S)X{Case IP)X(Case UB)X UB:2QUSD/m2/moath,
{Case HGR)X{Case NT-1) HGR(Detached
H.):50,400USD/Unit/year , NT
{Apart-m) :30,000U8D/Uait

R&D(SW)Y45U5D/m2,
1E:45USDm2,
{Case RD-S)X{Case IPYX(Case UB¥X  UB:20USD/m2/month,
{Case HGR)X(Case NT-2) HGR(Detached
H.):50,400USD/Univyear , NT
(Apart-m} :30,000U5D,Unit
RED{SW)45USD/m2,

fE:45USD/m2,
{Case RD-S)X(Case IP)X{Case UB)X  y8:20USD/m/manth,

(Case HGR)X(Case NT-3) HGR{Detached Case ZT3  109%
H)50,400USD/Unit'year , NT
{Apart-m):50,000USB/Unit

1 HHTP{4 Zones Total)

Case ZT-1 10.6%

2  HHT®(5 Zones Total} Case ZT-2  10.8%

2 Viability for the Project
2-1 FIRR of Whole HHT?P

Land Rents
{0375 USD/m
Bearing

Construction

Compensation
) Cosi Bearing

Cost Bearing Sales/Lease Conditions Cases FIRR (%)

IDCs Public  IDCs Public 1DCs Public

R&D{lestitute Lot) OUSD/m2,
R&AD(SW):45USD/m2, HIHTP
Center:0USD/m2,

1E:45USD/m?2, &
1 HHTP(? Zones Total) O O O UB.20USD/m2/month, Case ZT-a 93%
HGR{Detached

H.y $0,400USD/Unit/year . NT
(Apart-m) :50,000U5D,Unit
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Results of FIRR Computation (Basic Plan: Case 2 (Land Rent; 0.100 USD/m2/y))

3 Viability for the Developer
1-1 FIRR of Each Zone

Compensation OI:JD{‘J??I;‘::%) Construction
Cost Bearing y Cost Bearing

Bearing Sales/Lease Condilions Cases FIRR (%)

IDCs Peblic  IDCs Public  IDCs Public

?ﬁg Zone {Software o) o QO 45.0USD/m2 Case RD-S  20,6%

3 High-Tech industrial
Zone

45.0 USD/m2 Case [P 20.6%

3 Urban/Business Zone 20.0 USD/m2/month CaseUB 17.3%

50,400 USD/Unitly
(Detached House)
50,000 USD/Unit
(Apart, Medivm}
50,000 USD/Unit
{Apan. Medivm)
50,000 USD/INI
{Apan. Medium)

High Grade Residential

Toce Case HGR  12.4%

Q|C|OjC

Case NT-1 NA.

(0|0 |0O|0O

§  New Town Zoae Case NT-2 NA.

0|0|0|C|0OC |0

Case NT-3 N.A.

1-2 FIRR of Whole HHTP

Sales/Lease Conditions Cases FIRR (%)
RED(SW):A5USD/m2,

_ 1E:45USD/m2,
(Case RD-S}X{Case IPYX(Case UB)X UB200S Dfm3jmonth, Case ZT 14.9%
(Case HGR) HGR(Detached

H.%50,400USD/Unit/year

R&AD{S W) 45USDfm2,
( X ( ))((C UB))( {E:45USD/m2,
Case RD-5)X{Case IP ase UB:20USD/m2/month,
(Case HGR)X{Case NT-1) HGR{Detached CeseZT-1 - 110%
H.):50,400U5D\nit/year , NT
{Apart-m} :50,000USD/ Unit
R&EDGBW)4SUSD/m2,
( 'X( X{Case UB)X IE:45USD/m2,
Case RD-5)X{Case [P ase UB UB:20USD/m2/month,
(Case HGR)X(Case NT-2) HOR(Detached CoseZT-2 1L1%
H.}:50,400U5D Univlyear , NT
{Apart-m) :50,000USD/Unit
RAD(SW)A5USD/m2,

1E:43USD/m2,
(Case RD-8)X(Case IP}X{Case UB)X UB-20USDym Z/month,

{Case HGR)X(Case NT-3} HGR{Detached CaseZ[-3  113%
H ¥50,400USD/ Univycar , NT
{Apart-m) :50,000USD/Unit

1 HHTP(4 Zores Total)

2 HHTP(S Zones Total)

2 Viability for the Project
2-1 FIRR of Whole HHTP

Land Reats
(0.100 USDYm
Beariag

Constroction

Compensation
) Cost Bearing

Cost Bearing Sales/Lease Conditions Cases  FIRR (%)

IDCs  Public IDCs Peblic  IDCs  Public

R&Dtnstituie Lot} OUSD/m?2,
R&DSW)4SUSD'm2, HHTP
Center:0USD/m2,
1 HHiP(?Zoaes Toa) O 8] O :f; :gj&?;a{,mmm, Case ZT-a  10.0%
HGR({Detached
H.3:50,400USD/Unittyear , NT
{Apart-m):50,000USD,Unit
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@ Alternative Plan
(a) Viability for the Developer

Because the Alternative Plan has the different land use and facilities plans in
High-Tech Industrial Zone and High Grade Residential Zone compared with
the Basic Plan, the viability concerned with these zones has been changed as
follows.

Viability for the Devel ¢ Hieh-Tech Industrial Z

The result of computation shows that the FIRR in Case 1 is not available to
be computed, which shows that the development project of High-Tech
Industrial Zone is not financially viable. The resulting FIRR of 12.6% in
Case 2 indicates that the project is financially viable.

Viability for the Devel f Hich Grade Resideatiat Z
The resulting FIRR of 11.5% in Case 1 and 11.7% in Case 2 indicates that
the development project of High Grade Residential Zone is financially viable.
Viability for the Devel CHHTP (4.2 . I

The whole development project of HHTP (4 Zones in total: R&D Zone
(Software Park), High-Tech Industrial Zone, Urban/Business Zone, High
Grade Residential Zone) with a FIRR of 12.9% in Case 1 and a FIRR of
13.4% in Case 2 is financially viable.

(b) Viability for the Development Project

Vihility fo the Devel Projeet of HHTP (6 Zones in to1al

The whole development project of HHTP (6 Zones in total: R&D Zone
(Institute Sub-Zone), R&D Zone (Software Park), Center Zone, High-Tech
Industrial Zone, Urban/Business Zone, High Grade Residential Zone) has a
FIRR of 11.6% in Case 1 and 12.2% in Case 2 and is deemcd financially
viable.
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Results of FIRR Computation {Alternative Plan: Case 1 (Land Rent; 0.375USUSD/m2/y))

1 Viability for the Developer

1-1 FIRR of Fach Zore

Compensation Laod Reots Construction
Cost Bearing (0375 USD/m2y)

Peadng  CoM PRI goslease Conditions  Cases  FIRR (%)

DCs Public  1DCs Public IDCs Public

R&D Zone (SDﬂ'Wlf& o 0 0

1 - 45.0 USD/m2 Case RD-S  165%
Park)

45.0USD/m2 Case 1P NA

oRNeRNe

O O
O O 20.0 USD/m2'month Casel)B 174%
O O

50,400 USD/Unil/y

(Detached House) Case HGR  115%

1-2 FIRR of Whok HHTP

Sales/Lease Conditions Cases FIRR (%)

RAD(SW):45 USD/m2,
S)X{Case 1PYX(Case U)X [E:453USD/md, UB:20
ggﬁ E?;a) e G UD) USD/m2/month, Case ZT  129%
) HGR(Detached H.):50,400
USD/Unit/yeae

2 Viability for the Project

2-1 FIRR of Whole HHTP

Compensation 1204 Reats Construction
H
. 3T5USD m!
Cost Bearing (0.375USD/m2fy)

Bearing CoBRINE g tegTease Conditions Caxses  FIRR (%)

BCs Public  IDCs Public  IDCs Public

RED(Instiute Lot):0
USD/m2, RED(SW):45
USD/m2, 1THTP Center:0
O O USD/m2, [F:35 USD/m2, Case ZT-a  11.6%
UB:20 USDYm2/mouih,
HGR(Detached HLY:
50,400 USD/Unit/yras
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Resulis of FIRR Computation (Alternative Plan: Case 2 (Land Rent; 0.100USUSD/m2/y))

1 Viability for the Developer

1-1 FIRR of Each Zome

t
Compe nsation Land Reats Construction

) . {0. 100 USD/m2/y) .
CostBeariog * ping OB gocflease Conditions  Cases  FIRR (%)

DCs Fublic [DCs  Pudlic  MCs Public

R&D Zove (Sofrware 0 0 o)

1, 45,0 USD/m2 Case RD3  20.6%
21k)
2 @] O O 45.0 USD/m2 Case 1P 126%
3 Utap/BuwinessZone O O O 20,0 USD/m/month CascUB 1713%
50,400 USD{Unit/y
O O O (Detiched louse) Cast HGR  1L.7%
Sakes/Lease Conditions Cases  FIRR (%)
: R&D(SW):45 USD/m2,
7% (Case RD.SYX(Case IP)X{Case URyX ~ 1E:43 USD/m2, UB:20
1 H Cz » GR) PX(Case UBX O mzicsonth, Case ZT  134%
: y HGR(Detached 11):50,400
LSDUnit/year
2 Viability for the Project
2-1 F1IRR of Who'e HITTP
. Land Rents (0:100 )
Compematmn USD/m2y) Cons:mdfon
Cost Beaciog Beasing Cont Bearing Salesf12ase Conditions Cases  FIRR (%)

DCs Public s Public IDCs Public

R&D(Instituie Lol):0
USD/m2, RAD{SW):45
USD/m2, HHTP Ceoter)
O O USD/m2, [E:45 USD/m2, Case 7T-a 12.2%
UB:20 USD/m2/month,
HGR(Detached H):
50,400 USD/Unitfyear
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2) Repayability

The sources and uses-of-funds statements of the development project of
High-Tech Industrial Zone and the whole development project of HHTP (4 Zones
in total) in Basic Plan (Case 1) ar¢ prepared as shown in Table HI-2-21 and Table
I11-2-22 for the examination of loan repayabilily, respectively.

According to the table of the statements of the development project of High-
Tech Industrial Zone, the annual loan repayment can be done from the factory lot
sales revenue. The repayment of the external soft loan and the private bank loan
will be finished in 2023 and in 2008, respectively. As the statement shows in the
column of cumulative net cashflow, it is expected that the Developer can afford to
repay both the external soft Ioan and the private bank loan.

According to the table of the slatements of the whole development project of
HHTP (4 Zones in total), the repayment of the external soft loan and the private
bank loan will be finished in 2023 and in 2008, respectively. As the stalement
shows in the column of current surplus, it is expected thét there will be no years
of deficit to the Developer caused by the whole development project of HHTP (4
Zoncs in total). This means that the Developer can afford to repay both the
external soft loan and the private bank loan.

3) Results of Sensitivity Analysis

A sensitivity test is conducted the following two cases in Basic Plan and
Altcrnative Plan.

(a) Scnsitivily of viability for the Developer (increasing cost: 10-20%)

This vase corresponds to the case that several taxes, such as corporate tax,
impert  duties, property tax, value-added tax in associalion with the
transactions traded during the period of the infrastructure construction in and
outside HHTP, are supposed to be imposed on the Developers.

(b) Sensitivity for the Developer (delay case of investment schedule of
High-Tecch Industrial Zone)

2001 2002 2003 2004 2005 2006 2007

High Tech Industrial Zooe {Normal Case) 5% 35% 30% 20% 10% - -
High Tech Industrial Zone (Delay Case) 5% 25% W% 15% 15% 10% 10%

The results of FIRR computation are as shown below.
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Sensitivity Analysis of FIRR Computation (Basic Plan: Case 1 (Land Rent; 0.375 USD/m2/y))

1 Sensitivity of Viability {or the Developer (Increasing Cost)
1-1 FIRR of Each Zone (Increasing Cost)

Land Rents
(0.375USD/m2A}
Bearing

Compensation
Cost Bearing

Construction
Cost Bearing

I0Cs Public IDCs  Pudlic  IDCs Puble

Cost+10%
Sates/Lease Conditions Cases

Cost120%

FIRR (%) FIRR (%)

1 R&D Zone (Sofrware 0 O

Park) O

45.0USD/m2 Case RD-S 135%

10.4%

High-Tech Industyial
Zone

45.0USD/m2 Case |P NA.

NA.

3  Usban / Business Zone

20.0USD/mZmonth CaseUB 15.8%

14.6%

High Grade Residential
Zone

50,400USD/Unitly (Detached

House) Case HGR  11.0%

10.1%

ol HoRNel Ne

50,000USD/Unit (Apart

Medinm} CaseNT-1  NA

NA

olCc(0|0]|0

5 New Town Zone

0,000 DyUnit (Apart

Medium) Case NT-2 NA

NA

Q|O0|C|0O|C|O

O O

50,000USD/Unit (Apast

Medium} Case NT-3 NA.

NA

1-2 FIRR of Whole HHTP (Increasing Cos!)

Cost+10%
Sales ease Conditions Cases

Cost+20%

FIRR (%)

FIRR (%)

{Case RD-$)X{Case IP}X{Case UB)X

T HHTRG Zones Tol) (0 o GR)

R&D(SW)45USD/m2,

IEA4SUSD/m2,

UB:20USD/mZ/month, Case ZT 13.1%
HGR(Detached

H.)350,400USD/UnitYyear

11.9%

{Case RD-S)X{Case IP}X(Case UB)X
{Case HGR)X(Case NT-1)

R&D{SW)ASUSD/m2,
IEA4SUSD/m2,
UB:20USD/m&/month,
HGR{Detached
H.)50,400USD/nivyear , NT
{Apact-m) :50,000USD/Unit

Case ZT-1 9.1%

19%

{Case RD-5)X{Case IP)X(Case UB)X

2 HHTPG ZonesTobl} () o HORYX({ Case NT-2)

RAD(SW):45USD/m2,
IE.45USD/m?,
UB:20050/m2/month,
HGR(Detached
H.3:50,400USDUnillyear , NT
(Apart-m) :50,000USD, Uit

Case ZT-2 92%

80%

(Case RD-S)YX{Case IP)X({Case UB)X
(Case HGR}X(Case NT-3)

R&D{SW)45USD/m2,
IE:$5USD/m2,
UB:20USD/m¥meonth,
HGR{Detached

H }50,400USD/UnitYyear , NT
(Apart-m) :50,000U8DAnit

Case Z¥-3 92.4%

8.1%

2 Viability for the Project (Increasiag Cost)
2-1 FIRR of Whole HHTP (Increasing Cost)

. Land vents -
Compensation Construction

. 3T5USD/'m2y .
Cost Bearing (03734 S? m2/5) Cost Beating

IDCs Public 1DCs Public IDCs  Public

. Cost +10%
Sales/Lease Conditions Cases

Cost +20%

FIRR (%)

FIRR (%)

1 HHTP(?ZeresTotal) O C ()

R&D{Institute Loty oUSD/m2,
R&ED(SW)ASUSDYm2, HHTP
Cenler:0USD/m2,
IEA4SUSD'm2,
UB20USD'm&/month,
HGR(Detached

H )50,400US D Veiyear , INT
{Apaci-m) :50,000USD/ Uit

Case ZT-a 8.0%

69%

Note: IDCs means Infrastructare Development Companies.
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Sensitivity Arialysis of FIRR Computation (Basic Plan: Case 1 (Land Rent; 0.375 USD/m2/y))

3 Viability for the Developer (Investment Schedute of High-Tech Indusirial Zone: Delay Case) )
3-1 FIRR of Each Zone (Investment Schedule of High-Tech Industrial Zone; Delay Case) '

Comptrsation 0 JIZI‘SBSSRT;?:?})') Construction
Cost Bearing . Cost Bearing
Bearing

Sales/Lease Conditions Cases  FIRR (%)

iDCs Public  IDCs Public  IDCs Public

I ?:g Zone (Software o 'e) o) 45.0 USD/m?2 Case RD-§  165%
5 iﬁ’: “Tech Industrial O (o) (o] 47.0USD/m2 Case IP 10.0%
3 Urban/Business Zone L) O O 20.0 USD/m2/month CaseUB 17.1%
¢ T GudeResidentd o o S&TC:;’:I’:‘::;";’ Case HGR  120%
o e o] Voo Moty CsNTL NA,
5 NewTown Zone o o O Yoo Moo Cose NT-2  NA.
o o o ROV ours N

3-2 FIRR of Whole HHTP (Investment Schedule of High-Tech Industrial Zone: Delay Case)
Sales/Lease Conditions Cases FIRR (%)

RE&D(SW)45USD/m2,
- 1E:47USD/m2,
:Casc f{g :)X(Casc IP3X(Case UB)X UB:20USD/mYmonth, Case ZT 3%
Case HGR) HOR(Dttached .
H }50,400USD/Unitfycar

R&D(SW):45USD/m2, .
( IX( ( {E:47USD/m2, 'J
Case RD-S)X{Case IP)X(Case UBYX  UB:20USD/mYmonth, . ;
(Case HGRYX(Case NT-1) HOR(Detached CaseZT-1  105%
H.}50,400USD/Unit/year , NT
(Apart-m}:50,000USD/Unit
RE&D(SW)45USD/m2,
, y%( ))(( )X 1E:4TUSD/m2,
Case RD-8)YA{Case IP)X{Case UB UB20USD/m/month,
{Case HORYX(Case NT-2) HGR(Detached CoseZF2 107%
H.%50,400USD/Unit/year , NT
{Apart-m) :30,000USD; Unit
RE&ED(SW)45USD/m2,
(Case RD-SIX(Case IP)X(Case UBX  unizousonms
114 - ase 5¢ UB-20U5D/m Y month,
(Case HGR)X(Case NT-3) HGR(Detached Case ZT-3  10.9%
H.)50,400USD/Unitycar , NT
(Apart-m):50,000USDUnit

{ HHTP(4 Zones Tola)

2 HHTP(S Zores Total)

4 Viability for the Project (Investment Schedule of High-Tech Industrial Zone: Delay Case)
4-1 FIRR of Whole HHTP (Investment Schedule of High-Tech Industrial Zone: Delay Case)
tand Rents

S o3y S
8 Bearing 2 Sales/] ease Conditions Cases FIRR (%)
16Cs  Public iDCs Public IDCs Public
R&D{lastiraie Lot} QUSD/m2,

R&D{SW)-A5USD/m2, RHTP
Center:0USD'm2,

i 1E:47USD/m2,
1 HHIP? Zones Total) O O O VB 20USDm2imonth, Case 2T-2 9.3%

HOR{Detached '

H.}50,400USD Unit/year , NT
(Apart-m):50,000USDUnit
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Sensitivity Analysis of FIRR Computation (Basic Plan: Case 2 (Land Rent; 0.100 USD/m2/y))

1 Sensiivity of Viability for the Developer {Increasing Cost)
1-1 FIRR of Each Zone (Increasing Cost)

, Land Rents o
Compensation Construction
N {D375USD/m ) N Cost+10% Costs20%
Cost Bearing Bearing Cost Bearing Sales/Lease Conditions Cases
IDCs Public  IDCs  Public  1DCs  Public FIRR (%) FIRR (%)
! '.f;'fﬂ im0 o o 45.0USD/m2 Case RD-S  17.6%  149%
2 Hz;ns*:-“ch Industria) I} [0} (o) 45.0USD/m2 CaselP 155% NA
3 Urban/ Business Zone O Q O 20.0USD/mYmonth CaseUB 15.9% W%
High Grade Residential 50,400USDUnivy {Detached
s 0 0 o} o House) Case HGR  113%  104%
o o ') SO000SDURI{APIL e NT-1  NA NA
Medium)
5 New Town Zone O 0O O 5°-°°°‘ﬁg:u’;';‘”'“ CaseNT-2  NA NA.
50,000USDAIsit (Apart
o o O Medium) Case NT-3  NA. NA.
1-2 FIRR of Whole HHTP (Increasing Cost)
Cost410% Cost4+20%
Sales/Lease Conditions
FIRR (%) FIRR (%)
READ{SW)45USD/m2,
g c IEA4SUSDAnY,
1 HHYP{4 Zoves Total) Egm ﬁg: IX{Case IPX( UB)x UB:20USD/mXmonth, Case ZT 13.5% 123%
ase ) HGR{Detached
H.):50,400USD/Univyear
R&D{SW):45USD/m2,
( 1X( ( X IE45USD/m2,
Case RD-S) X{Case [P)X(Case UUB) UB:20USD/mY/month,
(Case HGR)X{Case NT-1) HGR(Delached CoscZT-4  9.5% 82%
H.}3:50,400USDUnityear , NT
(Apart-m}30,000USD/ it
R&ED(SWASUSD/m2,
( SX(C X(Ca X IE4SUSD/m2,
Case RD- ase 1P se UB) UB:20USD/m2 month,
2 HHTR(S Zones Tolal) (Case HORYX( Case NT-2) HGR{Detacbed Case ZT-2  9.5% 31%
H.):50,4D0USDUniycar , NT
{(Apart-m) 50,000USD/Unit
RED(SW)ASUSD/m2,
(Case RD-S)X(Case IPIX(Case UBJX U200 b
ase - UB:20USD/m2month,
(Case HGRYX{Case NT-3) HGR(Detached Case ZT3 - 97% 8:4%
H.3:50,400USDUnityear , NT
{Apart-m) 50,0005 D0
2 Viability for the Project {Increasing Cost)
2-1 FIRR of Whote HHTP (Increasing Cost)
Compensation (o 1ot sy Cotskocion Cost +10% Cost +20%
Cost Bearing DT Con Beating  sales/Lease Conditions Cases ost¥ oty
— . Beagpe "
IDCs Poblic  1DCs  Pubfic  IDCs  Public FIRR (%) FIRR (%)
R&D(Institute Le):QUSD/m2,
R&D{SW):45USD/m2, HHTP
CenterQUSDm2,
| HHTR(ZonesTou) O o o o 00Sb yinenth CoseZT-a  86%  74%
HGR(Detached

HY50400USD nityear . NT
{Apart-m) 50,006U 50 Unit

Notz: IDCs means Infrastruciure Development Companies.
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Sensitivily Analysis of FIRR Computation (Basic Plan: Case 2 (Land Rent; 0.100 USD/m2/y))

3 Viability for the Developer (Investment Schedule of High-Tech Industrial Zone: Delay Case)

3.t FIRR of Each Zone (Investment Schedule of High-Tech Industrial Zone: Delay Case)

Land Rents
{0.100 USD'mYy)
Bearing

Construction
Cost Bearing

Compensation
Cost Bearing

IDCs Public  I1DCs Public  1IDCs Public

Sales/Lease Conditions Cases  FIRR (%)

R&D Zone (Software

Park) o

O

45.0 USD/m2 Case RD-S  20.6%

High-Tech Industrial
Zone

45.0 USD/m2 Case IP 14.5%

Usban/Business Zone

20.0 USD'm2/month CaseUB 17.3%

High Grade Residentiat
Zone

50,400 BSD/Uniy

{Detached House) Case HGR

12.4%

0|0 |0|0|C

50,000 USD/Unit

(Apart. Medivm) Case NT-1

NA.

{00 0]|0
OO0 |0 |0O]|0

New Town Zene

50,000 USD/Unit

{Apart. Medivm) Case NT-2

NA.

o

o

50,000 USD/Urit

{Apart. Medium) Case NT-3

NA.

3-2 FIRR of Whole HHTP {Invesiment Schedule of High-Tech Industrial Zone: Delay Case)

Sales/Lease Conditions Cases  FIRR (%)

{Case RD-8)X(Case IP)X(Case UBIX

1 HUTP{E Zones Total) (Case HGR)

R&D(SW)ASUSTD/m2,
{E:45USD/m2,
UB:26USD/m 2/manth,
HGR(Detached

H.):50 400USD/Univyear

Case ZT 1.7%

(Case RD-8) X{Case IF)X{Case UB)X
{Case HGRW.{Case NT-1)

R&D{SW)45USD/m2,
1E:45USD/m2,
UB:20USD/m2/month,
HGR(Detached

H.}:50 400USD Unitfyear , NT
(Apart-m) :50,000USD/Unit

Case ZT-1 10.9%

{Case RD-8) X(Case IP)X(Case UB)X

2 {Case HGR)X{(Case NT-2)

HHTP{S Fones Total)

R&D(SW)45USD'm2,
IE-45USD/m2,
UB:20USD/mZ/month,
HGR{Detached
H.):50,400USDUnivyear , NT
{Apart-m):50,000USD/ Unit

Case ZT-2 11.0%

{Case RD-S)X(Case IP}X(Case UB)X
(Case HGRYX{Case NT-3)

R&D(SW):45USDIm2,
IE:45USD/m2,
UB:20USB/m2/month,
HGR(Detached
H.)50,400USD Unitiyear , NT
(Apan-m) :50,000USDUni

Case ZT-3 11.2%

4 Viability for the Project {Investment Schedule of High-Tech Industrial Zone: Delay Case)
4-1 FIRR of Whole HHTP (Investment Schedule of High-Tech Industrial Zone: Delay Case)

Land Rents Construction
{0.100 USEm2dy) Cost Bearing

Bearing

Compensation
Cost Bearing

1IDCs Public IDCs Public  IBCs Public

Sates/Lease Conditions Cases  FIRR (%)

I HHTRZ Zones Toraly O

R&D(lnstitute Loy OUSD'm2,
RED(SWISUSDm2, HITP
CenterOUSD/m?2,
{EA45USD/m2,

UB:20USD'm L maonth,
HGR(Delached
H.p50400USD Unithyear , NT
{Apart-m}:50,000U5D Unit

Case ZT-a 9%

"
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o

Sensilivily Analysis of FIRR Computation
(Alternative Plan: Case 1 (Land Rent; 0.375 USD/m2/y))

I Sensitivity of Viability for the Developes (Increasing Costy

1.3 FIRR of Fach Zone {Increasing Cost)

Land Rents

Connpensation Construgion
L (0AT5USDmMYYy) . Cosi410% Cost+20%
Cost Baring Bearing Cost Bearing Saks/least Conditions Cases
IDGs Public  IDCs Public 1DCS Public FIRR (%} FIRR (%)
e (ebwaze 0 o 450 USDAo? Cae RDS  135%  104%
2 . O 0O O 45.0 USD/m2 Case IP NA. NA.
3 LUren/BusinesZae O O O 200 USD/m2fmanth CascUB 153% 146%
o 50,400 USLYUni/y
1 O O O (Do Hosgy 3¢ HGR - 107% 10.0%
1-2 FIRR of Whele HHTP {Increasing Cost)
Cosl+410% Cost+20%
Sates/Lease Conditions Cases
FIRR (%) FIRR (%)
3 R&DSWY 45USD/mu2,
$IN X(Case UR)X  |E4SUSDA,
1 Ega” Egn} (Case INX(Case UBIX o cotsovmzmonth, CaseZT  119%  109%
ase HGR) HOR Detached
H. ). 50,400USDUn i ycar
2 Viability for the Project (Increasing Cost)
2-1 FIRR of Whole HHTP (Incieasing Cost)
Compensation Land Rents Construdtion
. (D3FSUSD/m2y) . Cost 4109 Cost+20%
Cost Bearing Bearing Cost Bearing SalesLease Conditions Cases
1IDCs RuRlic  IDCs  Public  1D0Cs Public FIRR (%) FIRR (%)
R&DyInstinte Lot):0
USD/m2, RAD\SW45
US[H 3, HHTP Center: 0
USD/m, 1E: 45 USDVm2,
1 MR ZomesTaat)y O O O UB: 20 USD{m 2/menth, Case ZT-2  10.7% 92.8%
HGR{Detached R
50,400 USDAnit'year, NT
{Apart-niy

S3,0000 8Dy Lrat year

Note: IRCs means Infrasiructure Development Companies.
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Sensitivity Analysis of FIRR Computation »
(Aliernative Plan: Case 2 (Land Rent; 0.100 USD/m2/y)) i

1 Sesitivity of Viubility for 1he Developer (Increasing Cost)

1-1 FIRR of Each Zone (locreasing Cost)

tand Rovs .
Compamsation . Constraction
. (0.100USDm2A) . Cost410% Cost+20%
Cod Baring * g e T EAINE o ped ease Conditions Cases
1I0Cs Pablic IDCs Public  IDCs Public FIRR (%) FIRR (%)
1 xg Zme(Solvwe oy o) o 45.0UsDi2 Cae RD-S  17.6% 149%
2 T . O O 45.0 USDA02 Case 1P N.A. NA
3 Urban/ Business Zone O O &) 20.0 USD Mnanth CaeUB 15.9% 147%
H 0,400 USDYURIVY
13 O (o] (Detocied Mouse) Case HGR  108% 101%
1-2 FIRR of Whole HIHTF (locicasing Cost)
Cost+10% Cost+20%
Sales/1.ease Conditions Cases
FIRR (%) FIRR (%)
RAD(SWY45USD/m3,
1E: 450500 m,
1 g“' ﬁg: PX{Case IX{Case UBX o sty amantn, Cise ZT  123% 11.3%
ase HGR) HOR(Detached
H ) 50,4000 SV it fyear
2 Viability for 1be Project (Increasing Cost) .
2-1 FIRR of Whole HHFP {Increasing Cost) g
. Lané Rents .
Compensation e Construdion
T (0300LSD 'm2Y) . Cost#10%  Cost+20%
Cost Bearing Bearing Cost Bearing SatesLease Conditions Cases
IDCs Public  IDCs  Public  10Cs Public FIRR (%) FIRR (%)
R& Dy Tnssinute Lex)O
USDfm2, RAD{SW):45
UsSDAL2, HITTP Center:0
USD/m2, 1E:45 USD'm2,
1 HHTP? Zones Toial) O O O UB: 20 USD/m 2'manth, Case ET-a H0.2% 10.3%
HOR{ Detached Y
50,400 USDAnit/y=ar, NT
(Apari-m)
£0,000USDA nityear

Note: IDCs meaas Infrstructure Development Compaties.
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4) Conclusion of Financial Evaluation

As presented in this section, cach three zone such as R&D Zonc (Software Park),
Urban / Busincss Zone, High Grade Residential Zone from the viewpoint of the
Developer have the FIRR of more than 10% in both Basic Plan and Alternative Plan.
Concerned with High-Tech Industrial Zone, the FIRR is calculated to be more than 10%
in case of less than 0.375 USD/m¥/ycar of tand rent in Basic Plan. Judging from the
FIRR of HHTP {4 Zones Total) of morc than 30% in both Basic Plan and Alternative
Plan, it can be said to prove the financial feasibility of this project from the viewpoint of
the Developer.

Besides it is not considered to be feasible for the Developer to develop the project
of New Town Zone, because the project is not financially viable with its currently
planned conditions.

The whole project of the Phase 1 of HHTP has the FIRR of nearly 10% in Basic
Plan and more than 109 in Alternative Plan from the viewpoint of the project.
Therefore, it can be said to prove the financial feasibility of the whole project of HHTP.
111.2.2 Economic Evaluation

{1} Economic Impact

The development project of HHTP will gencrate many econemic effects, which
will cnhance socio-cconomic coaditions not only Hoa Lac Arca but alse whole
Vietnam.

1) Classification of economic impact/effect
The economic impact/effect can be classified as follows:

(a) Dircct effects caused by the construction of HHTP and related external
infrastructure,

(b) Effect caused by establishment of legal system on high-tech industrial
promotion and organizations for HHTP,

(¢) TInfluence of high technology and indusirial promotion upon other
industrics,

(d) TImpact for regional development,

@ Effect for economic development caused by industrial linkage
among Hoa Lac, surrounding four citics and Ha Tay Province
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@ Relaxation of congestion in Hanoi caused by establishment of a
newly developed city center

2) Characteristics of economic impact/effect and benefit

The economic benefit is defined to convert the effect into currency. The
characteristics of economic impact/effect and benefit are summarized below.

® There are direct and indircct benefit,

® A majority of benefit has high uncertainty. (The economic
impact/effect is greatly influenced by the external factor such as
the policy of the Vielnamese Government and the trends of world
cconomy.)

® Itis difficult to convert the amount of the economic impact/effect
into currency.

3) Concepl of cconomic impact/effect and benefit

The concept of the economic impact/cffect and benefit is mentioned as
follows.

(2) Direct effects caused by the construction of HHTP and refated external
infrastructure

@  Sales of industrial production

®  Net incremental production values

@ Increase of employment

@ Benefit caused by integration of high-tech industries

® Interface function among industry-university-government

In this Study, net incremental production values approach is adopted for the

cconomic evaluation in the nexi section.

(b) Impact/Effect caused by establishment of legal system on high-tech
industrial promotion and organizations for HHTP

@ Impacl/Effect caused by establishment of legal system on high-
tech industrial promotion

» Strengthening of legal protection of intellectual property such as
industrial property, copyright, designs and trademark rights
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* Promotion of technology transfer (introduction, safckeceping,
utilizing and transmission of technology)

* Promotion of commercialization through R&D activity
+ Installation of investment incentives for high-tech enterpriscs

¢ Establishment of soft loans funds for small and medium
industrics

* Strengthering of assistance of venture business and lax
incentives for venture capital

Impact/Effect caused by establishment of organizations for HHTP

* Strenglthening of R&D  organizations  (uaification  of
organizations, strengthening of coordination of organizations)

+ Rationalization of registration, management and utilization
system for intellectual property

(c) Influence of high technology and industrial promotion upon other

indusirics

@ Influence of high technology upon other industries

@ Strengthening of international competitiveness  of overall
industrics caused by installation of high-tech machinery and
equipment

@ Creation of newly privale enterprises

@ Creation of job opportunity caused by creation of newly high-tech
industries

® Increase of export of high-tech products

® Improvement  of  performance,  quality, international

compelitiveness of industrial products in whole Vietnam caused by
influence of high technology

(d) Impact for regional development.

®

Increase of gross regional product (GRP) and employment caused
by industrial linkage among Hoa Lac, surrounding four citics and
Ha Tay Province
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® Relaxation of congestion in Hanoi causcd by establishment of a
newly developed city center

(2) Economic Evatuation (EIRR)

In this Study, the discussion is focused on the economic evaluation of the
development plan of the Basic Plan and the Alternative Plan in the Phase 1 of HHTP.

Tn this Study, the economic evaluation aims at assessing the economic feasibility
of the project from the viewpoint of the regional/national economy, in which the high-
tech industrial (production) output to be generated in High-chh Industrial Zone in
Phase 1 of HHTP will be a dominant factor for the analysis.

In principle, the economic feasibility is evaluated in terms of economic internal
rate of return (EIRR).

1) Concept of Economic Evaluation Method

The bencfit of the High-Tech Industrial Zonme development could be
evaluated by comparison of productivity between the current VA, mainly,
agricultural production (“without Project”) and VA, the high-!cch industrial
production (“with Project”).

EIRR is calculated on a cashflow basis, consisting of the following;
Economic Cost
(+) Construction cost of internal infrastruciure of 1st Phase of High-Tech
Industrial Zone
(+) Construction cost of external infrasiruciure of HHTP
(+) Construction cost of factory building by investors
(+) Investment cost of machinery and equipment by investors
E ic Benefi
(+) VAin Phase 1 of HHTP
(-) VA (Agricultural production) in Phase 1 of HHTP
(2) Preconditions for Economic Cost

Economic cost which is the cost for the couniry as a whole rather than the
Developer, will be obtained by deducting transfer payment comprising net indirect taxes

and profit, from the financial cost. No escalation shall be considered for economic
cost.
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(a) Construction Cost of Internal Infrastructure of Phase 1 of HHTP and External
Infrastructure

The construction cost of internal infrastructure of Phase 1 of HHTP and
external infrastructure can be obtained by conversion of the financial cost.

(b) Construction Cost of Factory Building by Investors

Based on “Asia Pacific Construction Costs Handbook edited by Davis
Langdon & Seah International”, the cost of the factory building for high-tech
industries per building floor area is assumed to be 1,000 USD/m’.

Assuming 40% for a coverage ratio of the building site, the construction cost
of the factory buildings is estimated 246.4 million USD in Basic Plan and 460.0
mitlion USD in Alicrrative Plan, respectively.

(c) Investment Cost of Machinery and Equipment Asset

The capital investment by sector to be required to induce such high-tech
industrial production can be estimated based on the past historical performance in
other Asian countries, that is, the trend of “machine/equipment asset per

employee”. The value of “machine/equipment asset per employce” is tentatively
estimated at 100,000 USD/employee.

As the number of employces in High-Tech Industrial Zone is eslimated to be
aboul 8,634 persons in Basic Plan and 17,764 persons in Alternative Plan, the
investment cost of machinefequipment asset buildings is estimatcd 863.4 million
USD in Basic Plan and 1776.4 million USD in Alternative Plan, respectively.

{d) Replacement Cost

The replacement is considered for the water supply facililies, sewcrage
facilities, drainage facilities of internal infrastructure of Phase 1 of HHTP and
external infrastructure once in 20 years.

The replacement of the factory buildings and machinery/equipment is
considered once in 20 years and once in 10 years, respectively.

The other replacement is, due to the length of their economic lite, not
cansidered during the evaluation period of 30 years.
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Preconditions for Economic Benefit of High-Tech Industrial Zone Development
(a) Estimate of GDP (mainly Agricullural Production)

According to “The Socio-Economic Survey Report” prepared by the National
Institute of Science Technology Policy Strategy (NISTPASS) in May 1997, ihe
agriculture and forestry land arca in the Phase 1 of HHTP amounts to
approximately 600 ha.

Taking that the produétivily in Thach That District which covers 5
communes of the project site is VND 18.4 millioha into consideration, the
current GDP in Phase 1 of HHTP is estimated to be VND 10,920 million as
shown in Table 111-2-23.

As a resulls of estimation of the GDP in the fulure based on the growth rate
during the past 10 years, the GDP in Phase 1 of HHTP is estimated to be 1.64
million USD in 2010 and 2.62 million USD in 2020 as shown in Table H1-2-24,

(b) Estimation of Industrial Production

The high-tech industriaj productivity in Basic Plan and Allernative Plan is

assumed to grow in terms of “net product per numbers of employees” as shown in
Table 111-2-25 and Table 111-2-26.

VA in Basic Plan and Alternative Plan is estimated 1o be 394.0 million USD
in 2005 and 697.6 million USD in 2007. For the generation of benefit, it is
assumed that the factory lots will be lully sold owt within 5 years in Basic Plan
and within 7 years in Allernative Plan as the same conditions of financial
cvaluation.

Taking the growth of labor productivity of high-tech industries mentioned in
section 6.1.5 of Volume 1I into consideration, the annual growth rate of VA
(high-tech industrial production) is assumed as below.

Basic Plan 2005-2010 2010-2020 2020-
Annpual Growth Rate of VA

{Industrial Production) 1.034 : 1.059 1.033
Altemative Plan 2007-2010 2010-2020 2020-

Annual Growth Rate of VA

(Industrial Production) 1.084 1.059 1.033
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4)

(c) Comparison between Agricultural Production and Industrial Production

The ratio of productivily will further increase to more than 1:360 in 2010 in

Basic Plan when the factories in Phase 1 of High-Tech Industrial Zone of HHTP
are in full operation.

2010 2020
VA (Agricultural production) (million USD/year) 1.64 2.62
VA (High-tech industrial production) 591.00 104721
{million USD/year)
Ratio 1:360 1:400

Resulis of Economic Analysis

1

2)

EiRR
@ Basic Plan

Neverthcless the whole cost concerned with the HHTP project is considered
for the economic evaluation, the EIRR is calculated to be 25.9% as shown in
Table [I1-2-27 and is economically viable. This indicates that the
development project of High-Tech Industrial Zone in Phase 1 of HHTP in
Basic Plan will have a significant impact in whole Vietnam.

@ Alternative Plan

The resulting EIRR of 28.0 % indicates that the development project of High-
Tech Industrial Zone in Phase 1 of HHTP in Alternative Plan is economically
viable as shown in Table 111-2-28.

Results of Sensitivily Analysis

A sensitivity test is conducted the following two cases in Basic Plan and

Alternative Plan.

(a) Varying both the construction cost and benefit (high-tech industrial

production)

(b) Varying the unit invesiment cost of machinery and cquipment

The results of EIRR computation are as shown below.

A-ll1-37



@  Sensitivity of EIRR of Basic Pian

(%)
Cost ‘
(Normal Case) Cost (+10%)  Cost (+20%)
lh‘gh—lecﬁ Industrial Production {Normal Case) 25.9 24.8 238
High-tech Industsial Production (-10%) 138 12.7 11.6
Investment Cost of Machinery and Equipment
per Employees (200,000 USD/Person) 179 174 168
@  Sensitivity of EIRR of Alternative Plan
' (%)
Cost
(Normal Case) Cost (+10%)  Cost (+20%)
High-tech Industrial Production (Normal Case) 28.0 272 26.4
High-tech Industrial Production (-10%) 182 17.3 16.5
Investment Cosl of Machinery and Equipment 16.8 165 16.2

per Employees (200,000 USD,/Person)

(5) Conclusion of Economic Evaluation

Nevertheless the whole cost concerned with the HHTP project is considered for
the economic evaluation, the EIRRs of more than 10% of the dpportunity cost are
derived through the EIRR computation in both Basic Plan and Alternative Plan. This
indicates that the development project of the Phase 1 of HHTP including High-Tech

Indusirial Zone will have a significant impact in whole Vietnam.

Even if the construction cost, benefit, or the investment cost of machinery and
equipment have been varied 1o the worth case for the analysis, the EIRRs are calculated
to be more than 10%. Therefore, it can be said to prove the economic feasibility of the

development project of the Phase 1 of HHTP including High-Tech Industrial Zone.
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