EMBASSY OF JAPAN
HANOI

Hanoi, March 31, 2004

Excellency,

I have the honour to confirm the following understanding recently reached between
the representatives of the Government of Japan and of the Government of the Sccialist
Republic of Viet Nam concerning a Japanese loan to be extended with a view to
promoting the economic stabilization and development efforts of the Socialist Republic of
Viet Nam :

1. A loan in Japanese yen up to the amount of seventy-nine billion three hundred and
thirty million yen (¥79,330,000,000) (hereinafter referred to as "the Loan") will be
extended, in accordance with the relevant laws and regulations of Japan, to the
Government of the Socialist Republic of Viet Nam by Japan Bank for International
Cooperation (hereinafter referred to as “the Bank") to implement the projects enumerated
in the list attached hereto (hereinafter referred to as "the List") according to the allocation
for each project as specified in the List.

2. (1) The Loan will be made available by ioan agreements to be concluded between
the Government of the Socialist Republic of Viet Nam and the Bank. The terms and
conditions of the Loan as well as the procedures for its utilization will be governed by the
said loan agreements which will contain. inter alia, the following principles :

a) The repayment period will be twenty (20) years after the grace period of ten
(10) years with regard to the projects mentioned in 1. 5, 6 and 8 of the List,
thirty (30) years after the grace period of ten (10) years with regard to the
projects mentioned in 2, 3 and 4 of the List and twenty-eight (28) years after
the grace period of twelve (12) years with regard to the project mentioned in 7
of the List;

b) The rate of interest will be one and three-tenths per cent (1.3%) per annum with
regard to the projects mentioned in 1, 5, 6 and 8 of the List and seventy-five-
hundredths percent (0.75%) per annum with regard to the projects mentioned in
2.3, 4 and 7 of the List; and
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¢) The disbursement period will be three (3) years with regard to the project
mentioned in 3 of the List: six (6) years with regard to the projects mentioned in
2, 5. 6 and 8 of the List, seven (7) years with regard to the project mentioned in
4 of the List and eight (8) years with regard to the projects mentioned in 1 and 7
of the List from the dates of coming into force of the relevant loan agreements.

(2) Each of the loan agreements mentioned in sub-paragraph (1) above will be
concluded after the Bank is satisfied of the feasibility. including environmental
consideration, of the projects to which such loan agreements relate.

(3) The respective disbursement period mentioned in sub-paragraph (1) (c) above
may be extended. with the consent of the authorities concerned of the two Governments.

3. (1) The Loan shall be made available to cover payments already made and/or to be
made by the Vietnamese executing agencies to suppliers, contractors and/or consultants of
eligible source countries under such contracts as have been and/or may be entered into
between them for purchases of products and/or services required for the implementation of
the projects enumerated in the List, provided that such purchases are made in such eligible
source countries for products produced in and/or services supplied from those countries.

(2) The scope of eligible source countries mentioned in sub-paragraph (1) above
shall be agreed upon between the authorities concerned of the two Governments.

(3) A part of the Loan may be used to cover eligible local currency requirements
for the implementation of the projects enumerated in the List.

4. The Government of the Socialist Republic of Viet Nam shall ensure that the
products and/or services mentioned in sub-paragraph (1) of paragraph 3 are procured in
accordance with the guidelines for procurement of the Bank, which set forth, inter alia, the
procedures of international tendering to be followed except where such procedures are
inapplicable or inappropriate.

5. With regard to the shipping and marine insurance of the products purchased under
the Loan, the Government of the Socialist Republic of Viet Nam shall refrain from
imposing any restrictions that may hinder fair and free competition among the shipping
and marine insurance companies.

6. Japanese nationals whose services may be required in the Socialist Republic of Viet
Nam in connection with the supply of the products and/or services mentioned in sub-
paragraph (1) of paragraph 3 shall be accorded such facilities as may be necessary for their
entry into the Socialist Republic of Viet Nam and stay therein for the performance of their
work.

7. The Government of the Socialist Republic of Viet Nam shall exempt :




8.

(a) the Bank from all fiscal levies and taxes imposed in the Socialist Republic
of Viet Nam on and/or in connection with the Loan as well as interest accruing
therefrom :

(b)  Japanese companies operating as suppliers, contractors, and/or consultants
from all fiscal levies and taxes imposed in the Socialist Republic of Viet Nam with
respect to the income accruing from the supply of products and/or services to be
provided under the Loan; and

(c)  Japanese companies operating as suppliers, contractors and/or consultants
from all duties and related fiscal charges imposed in the Socialist Republic of Viet
Nam with respect to the import and re-export of their own materials and equipment
needed for the implementation of the projects enumerated in the List.

The Government of the Socialist Republic of Viet Nam shall take necessary

measures to ensure that :

9

(@)  the Loan be used properly and exclusively for the projects enumerated in
the List; and

(b) the facilities constructed under the Loan be maintained and used properly
and effectively for the purposes prescribed in this understanding.

The Government of the Socialist Republic of Viet Nam shall, upon request, furnish

the Government of Japan and the Bank with information and data concerning the progress
of the implementation of the projects enumerated in the List.

10.

The two Governments shall consult with each other in respect of any matter that

may arise from or in connection with this understanding.

I should be grateful if Your Excellency would confirm the foregoing understanding

on behalf of the Government of the Socialist Republic of Viet Nam.

[ avail myself of this opportunity to renew to Your Excellency the assurance of my

highest consideration.

ik €T W L

Norio Hattori
Ambassador Extraordinary
and Plenipotentiary of Japan



List

O Mon Thermal Power Plant Unit No.2
Construction Project

Dai Ninh Hydropower Project (I1I)
Power Sector Loan
Thac Mo Hydropower Station Extension Project

Transport Sector Loan for National
Road Network Improvement

Red River Bridge Construction Project (111)

Hanoi-Ho Chi Minh City Railway Line Bridges
Safety Improvement Project

Dong Nai and Baria-Vung Tau Provinces
Water Supply Project (1I)

Total

(Maximum amount
in million yen)

27,547

19,142
3,190
5,972

9,534

2,415

8,222

3,308



Record of Discussions

In connection with the Exchange of Notes dated March 31, 2004, concerning a
Japanese loan to be extended with a view to promoting the economic stabilization and
development efforts of the Socialist Republic of Viet Nam (hereinafter referred to as “the
Exchange of Notes"), the representatives of the Vietnamese Delegation and of the Japanese
Delegation wish to record the following:

1. With regard to sub-paragraph (1) of paragraph 3 of the Exchange of Notes,
Vietnamese Note Verbale No.1820 BKH/KTDN dated March 31, 2004, and paragraphs |
and 2 of Japanese Note Verbale No.J.D.35/2004 dated March 31, 2004. it was a shared
view of the two Delegations that:

(a) suppliers and contractors of eligible source countries mean nationals of the eligible
source countries or juridical persons incorporated and registered in those countries,
and which have their appropriate facilities for producing or providing goods and
services in those countries and actually conduct their business there;

(b) consultants of eligible source countries mean nationals of the eligible source
countries or juridical persons controlled by nationals of those countries; and

(¢) notwithstanding sub-paragraphs (a) and (b) above, in cases where one or more
suppliers, contractors or consultants of the Socialist Republic of Viet Nam from a
joint venture with Japanese ones, such a joint venture will be regarded as a Japanese
supplier, contractor or consultant provided that the lead partner of the said joint
venture is a Japanese supplier, contractor or consultant and that the total share of
work of Japanese ones in the said joint venture is more than fifty per cent (50%).

2. With regard to sub-paragraph (3) of paragraph 3 of the Exchange of Notes
concerning the financing of eligible local currency requirements for the implementation of
the projects enumerated in the list attached to the Exchange of Notes (hereinafter referred
to as "the List"), the representative of Japanese Delegation stated that :

(a) such requirements of local currency as general administrative expenses, interest
during construction, taxes and duties, expenses conceming office. remuneration to
employees of the executing agencies and housing, not directly related to the
implementation of the said projects, as well as purchase of land properties,
compensation and the like, however, will not be considered as eligible for financing
under the loan mentioned in paragraph 1 of the Exchange of Notes (hereinafter
referred to as "the Loan"); and

(b) the procurement of products and/or services will be made in accordance with the
procedures of competitive tendering except where such procedures are inapplicable
or inappropriate.

3. With regard to the Loan, the representative of the Japanese Delegation stated that
any financial requirements of the projects enumerated in the List exceeding the amount of
the Loan under the loan agreements mentioned in sub-paragraph (1) of paragraph 2 of the



(2) Each of the loan agreements mentioned in sub-paragraph (1) above will be
concluded after the Bank ijs satisfied of the feasibility, including environmental
consideration, of the projects to which such loan agreements relate.

. (3) The respective disbursement period mentioned in sub-paragraph (1) (c) above
may be extended with the consent of the authorities concerned of the two Governments.

(2) The scope of eligible source countries mentioned in sub-paragraph (1) above
shall be agreed upon between the authorities concemed of the two Governments.

(3) A part of the Loan may be used to cover eligible local currency requirements

for the implementation of the projects enumerated in the List.

4. The Government of the Socialist Republic of Viet Nam shall ensure that the
products and/or services mentioned in sub-paragraph (1) of paragraph 3 are procured in
accordance with the guidelines for procurement of the Bank, which set forth, inter alja,
the procedures of international tendering to be followed except where such procedures are
inapplicable or inappropriate.

5. With regard to the shipping and marine insurance of the products purchased under
the Loan, the Government of the Socialist Republic of Viet Nam shall refrain from
imposing any restrictions that may hinder fair and free competition among the shipping
and marine insurance companies.

6. Japanese nationals whose services may be required in the Socialist Republic of Viet
Nam in connection with the supply of the products and/or services mentioned in sub-




7. The Government of the Socialist Republic of Viet Nam shall exempt :

(a) the Bank from all fiscal levies and taxes imposed in the Socialist Republic
of Viet Nam on and/or in connection with the Loan as well as interest accruing
therefrom ;

(b)  Japanese companies operating as suppliers, contractors, and/or consultants
from all fiscal levies and taxes imposed in the Socialist Republic of Viet Nam with
respect to the income accruing from the supply of products and/or services to be
provided under the Loan; and

() Japanese companies operating as suppliers, contractors and/or consultants
from all duties and related fiscal charges imposed in the Socialist Republic of Viet
Nam with respect to the import and re-export of their own materials and equipment
needed for the implementation of the projects enumerated in the List.

8. The Government of the Socialist Republic of Viet Nam shall take necessary
measures to ensure that -

(@) the Loan be used properly and exclusively for the projects enumerated in
the List; and

(b) the facilities constructed under the Loan be maintained and used properly
and effectively for the purposes prescribed in this understanding.

9. The Government of the Socialist Republic of Viet Nam shall, upon request, furnish
the Government of Japan and the Bank with information and data concerning the progress
of the implementation of the projects enumerated in the List.

10.  The two Governments shall consult with each other in respect of any matter that
may arise from or in connection with this understanding, '

[ should be grateful if Your Exceilency would confimm the foregoing understanding
on behalf of the Government of the Socialist Republic of Viet Nam.”

I have further the honour to confirm on behalf of the Government of the Socialist
Republic of Viet Nam the understanding set forth in Your Excellency's Note.

I avail myself of this opportunity to renew to Your Excellency the assurance of my
highest consideration,

1y
sl

Vo Hong Phuc
Minister of Planning and Investment
of the Socialist Republic of Vietnam
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List

O Mon Thermal Power Plant Unit No.2
Construction Project

Dai Ninh Hydropower Project (III)
Power Sector Loan
Thac Mo Hydropower Station Extension Project

Transport Sector Loan for National
Road Network Improvement

Red River Bridge Construction Project (III)

Hanoi-Ho Chi Minh City Railway Line Bridges
Safety Improvement Project

Dong Nai and Baria-Vung Tau Provinces
Water Supply Project (I1)

-
=3
=8

(Maximum amount
in million yen)

27,547

19,142
3,190
3,972

9,534

2,415

8,222

3,308




Record of Discussions
==L of Liscussions

In connection with the Exchangc of Notes dated March 31, 2004, concerning a
Japanese Joan 1o pe extended with a view tg promoting the economic stabilization and

(c) notwithstanding sub-paragraphs (a) and (b) above. in cases where one or more
suppliers, contractors Or consultants of the Socialist Republic of Viet Nam from a joint
venture with Japanese ones. such a joint venture wii| be regarded as a Japanese supplier,
contractor or consultant provided that the Jead partner of the said joint venture is a
Japanese supplier, contractor or consuitant and that the total share of work of Japanese
ones in the sajd joint venture is more than fifty per cent (50%).

2, With regard 1o sub-paragraph (3) of paragraph 3 of the Exchange of Notes
concerning the financing of eligible local currency requirements for the implementation of
the projects €numerated in the jst attached to the Exchange of Notes (hereinafter referred

to as "the List"), the representative of Japanese Delegation stated that -

however, will not be considered ag eligible for financing under the loan mentioned in
Paragraph | of the Exchange of Notes (hereinafier referred to as "the Loan"); and

(b) the procurement of products and/or services will be made in accordance with the
procedures of competitive tendering except where such procedures are inapplicable of
inappropriate.

3. With regard to the Loan, the representative of the Japanese Delegation stated that
any financial requirements of the projects enumerated in the List exceeding the amount of
the Loan under the loan agreements mentioned in sub-paragraph ( 1) of paragraph 2 of the




Exchange of Notes, will be duly met by the Government of the Socialist Republic of Vier
Nam 1o assure the smooth impiementation of the said projects.

4. The representative of the Japanese Delegation stated that products procured trom a
Vietnamese manutacturing company invested in by one or more Japanese companies will
be regarded as products procured from Japan, if they meet the following:

(@) Not less than ten Per cent (10%) of the shares of the Vietnamese manufacturing
cOompany are heid by a Japanese company; and
(b) The Proportion of the shares held by the Japanese company mentioned in (a) above

5. With regard to paragraph $ of the Exchange of Notes, the representative of the
Japanese Deiegation stated thar:

(a) the necessary measures referred to in the said paragraph include measures preventing
any offer, gift or payment, consideration or benefit which would be construed as a
COTTUpt practice in the Socialist Republic of Viet Nam from being made as an
inducement to or reward tor the award of the contracts referred to in sub-paragraph
iI)or paragraph 3 of the Exchange of Notes; and

(b) the Government of the Socialist Republic of Viet Nam will take alf necessary
Measures o enable and facilitate EX-pOSt procurement audit to be carried out by
independent auditors which Japan Bank for Interational Cooperation (hereinafter
referred 1o as “the Bank™) wil] designate and to be paid at the Bank’s expense, in
order 10 ensure fajmess and competitiveness of the procurement process, in case
where the Bank considers such an audit to be necessary. E

6. The representative of the Vietnamese Delegation stated that his Delegation had no

objection to the Statements by the Japanese Delegation mentioned in paragraphs 2, 3. 4 and

3 above.

Hanoi, March 3] , 2004

CREML (e

Norio Hattori Vo Hong Phuc
Ambassador Extraordinary Minister of Planning and Investment
and Plenipotentiary of Japan of the Socialist Republic of Viet Nam




Exchange of Notes, will be duly met by the Government of the Socialist Republic of Viet
Nam to assure the smooth implementation of the said projects.

4. The representative of the Japanese Delegation stated that products procured from a
Vietnamese manufacturing company invested in by one or more Japanese companies wil|
be regarded as products procured from Japan, if they meet the following:

(b) The Proportion of the shares held by the Japanese company mentioned in (a) above

(@) the necessary measures referred to in the sajq paragraph include measures preventing
any offer, gift or Payment, consideration or benefit which would be construed as a
corrupt practice in the Socialist Republic of Viet Nam from being made as an
inducement to or reward for the award of the contracts referred to in sub-paragraph
(1) of paragraph 3 of the Exchange of Notes; and

(b) the Government of the Socialist Republic of Viet Nam will take aji necessary
measures to enable and facilitate ex-post Procurement audit to be carried out by
independent auditors which Japan Bank for International Cooperation (hereinafier
referred to as “the Bank”) wil| designate and to be paid at the Bank’s expense, in
order to ensure fairness and competitiveness of the procurement process, in case

where the Bank considers such an audit to be necessary.,

Hanoi, March 37 . 2004

{77 w2 Q;rm, L

Vo Hong Phuc Norio Hattorj
Minister of Planning and Investment Ambassador Extraordinary
of the Socialist Republic of Viet Nam and Plenipotentiary of Japan




MINISTRY OF PLANNING AND INVESTMENT
OF SOCIALIST REPUBLIC oF VIETNAM

Hanoi, Mayep, 31, 2004

Exceuency,

I have the honour to acknowledge the receipt of Your Excellency's Note of today's
date, which reads as follows:

“I have the honour ¢ confirm the following understanding recently reached
between the fepresentatives of the Government of Japan and of the Government of the
Socialist Republic of Viet Nam concerning a Japanese loan to be extended with a view to
Promoting the economic stabilization and development efforts of the Socialist Republic of
Viet Nam -

His Excellency

Mr. Norio Hattorj
Ambassador Extraordinary
and Plenipotenﬁary of Japan




BO NGOAI GIAD SAQ Y BAN CHiNH

S6: 53 12004 /LPQT

Ha Ngi, ngay [2 thang 7 nam 2004

TL. BO TRUGNG Bo NGOAI GIAO
KT. vy truéng Vy Luat phap va piay udc quéc 1&
Rh6 Vu trudng

Noi nhanp -

- B6 Giao thong - Vap tai,

- B0 Nong nghiép va Phat 1riéyg Nong thon,

- B Taj nguyén va Moj truong,

- Ngan hang Nhj nude Viet Nam,

- Dai sv quan Viét Nam tai Nhat Ban,

- Vu Chau A |, B Ngoai giao,

- Vu Téng hop Kinh (g, B6 Ngoai giao

- Vu Luat Phdp va Pidy yge qudc (€&, Bo Ngoai giao,
- Luu trg, B6 Ngoai giao,

Cong ham trap dor giita Chinh phit nuge ¢ ong hoa xg hoi chii nghia Vig
Nam va Chinj, Phit. Nhat Bin ve viéc Chinh phy Nhar Bin cung cdp cho
Chinh phi; v, iet Nam khodn tin dung wu dgi thuge tai khéy 2003 tri giq 7933
1y Yén, cb hiéu luc tor ngay 31 thang 3 nam 2004.




