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NORDIC CHAMBER OF COMMERCE IN VIETNAM
POSITION PAPER AT ANNUAL VIETNAM BUSINESS FORUM 2017
Government leaders, business representatives, ladies and gentlemen, the Nordic Chamber of Commerce (“NordCham”), appreciates this opportunity to share its views on the business climate in Viet Nam.  
As a small Nordic business community with a long history in Viet Nam, we would like to share our view on a few specific areas which Nordic investors focus on.
I. Power and Energy
As the Leadership encourages, and we support, Vietnam has a tremendous opportunity to attract FDI and domestic investment into reaching the goal of a clean energy future. But to date the procedures and efforts on the two essential ingredients of electricity pricing and power purchase agreements while beginning, have been slow and cumbersome, and are not yet sufficient for a course correction to meet Vietnam's clean energy goals. Policies that are designed to support a blend of renewables, efficiencies and gas can completely change Vietnam’s energy, health and environmental future and attract the needed domestic and international investment.  

To make that transition successfully, we hope the international donor community can help backstop risk mitigation and support subsidies for the needy. And the private sector - domestic and foreign can provide expertise and financing.  

Specific recommendations include:
1. Wishes to express its thanks to Ministry of Industry and Trade and the Energy Regulatory Authority of Vietnam for the positive steps taken to implement the recommendations on the Direct Power Purchase Agreement. The collaborative and inclusive approach taken by the Ministry on this issue is very welcome and stands as a model for future deeper and effective cooperation on energy policy development. The Power and Energy Group looks forward to receiving further definition of the Pilot Phase and full roll out of the DPPA concept will:

· Increase the access to clean energy for power consumers who are committed to reducing their greenhouse gas emissions and contribute directly to achieving Vietnam’s INDC targets. 

· Stimulate a rapid increase in investment in clean energy assets of up to $2billion. 

2. Requests the urgent attention of Ministry of Industry and Trade to the continuing concerns of major power consumers for greater transparency regarding the future of retail power tariffs. The Power and Energy Group refers to the previous submissions made in 2016 and to the Made in Vietnam Energy Plan recommendations calling for publication of a Roadmap to Retail Power Pricing. The benefits of publishing such the pricing framework include the stimulus effect to power consumers to invest in energy efficiency and in off-grid power generation to avoid the full impact of rising power prices. In turn, this will benefit EVN by relieving some the pressure on the power transmission and distribution system at daily peak hours and during the dry season.

3. The Power and Energy group notes the positive initial discussions with Ministry of Planning and Investment regarding the process of engaging international climate finance resources to support the development of private sector energy efficiency and renewable energy investment and to achieve the Vietnam INDC goals. Risk mitigation and blended finance solutions could accelerate the rate of investment in such businesses and allow Vietnam to fully enjoy the benefits of the international climate change mitigation measures. 

4. Offers comments on the Solar Power policy development
· Welcomes the publication of the Circular 16/2017/TT-BCT on the export of power to the grid from rooftop solar power plants and the relaxation of the Operating License for power plants under 1mw capacity, Circular 12/2017/TT-BCT. 
· The VBF Power and Energy group made a lengthy submission to the Ministry on the draft grid-connected solar Power Purchase Agreement (PPA) that would have improved the terms of the solar grid and provided adequate and reasonable protection to investors and banks financing such projects. But the main recommendations of VBF Power and Energy group were not reflected in the final PPA document that was recently published. This omission will hamper the development of low cost finance for solar energy plants in Vietnam.  It is very disappointing to note that while the VBF Power and Energy Group submissions were in all material respects the same as the submission from the Public Donor Group, national embassies and many commercial companies, the Ministry made no material improvements to the draft PPA before issuing the final PPA.  The failure to respond to the submissions of power market stakeholders on the PPA issues suggests that the Ministry of Industry of Trade and Industry is not fully engaged with the private sector. 

The Power and Energy group also noted with concern the very large number of solar plants applying for inclusion in the Energy Master - plan and that the impact of such a high volume of applications in other countries such as Thailand was to create a “bubble effect” and a logjam in the process. This ultimately led to delays in investment, confusion amongst investors and problems for the energy ministry in that country. 
The Power and Energy group using their experience of this issue in other markets drafted a set of guiding “common sense” criteria for selecting the solar projects most likely to proceed to execution and most likely to attract investment to Vietnam. The Criteria and Exclusion Rule could help maximize the development of efficient low cost solar power and ensure efficient land use and allocation of resources: 

Criteria to Indicate the Project Applications Most Likely to Succeed:
1. Land Clearance and Compensation. There are no critical issues such as, impacts on National Forests, Endangered Wildlife, Ethnic People, or on large numbers of effected households and livelihoods.

2. The Grid Connection must be ensured and can be maintained even if all planned new power projects in that immediate area are also executed. 

3. The Project Sponsor must be able to provide tangible evidence of their ability to invest equity and raise finance to execute the whole project including guarantees for level of power generation.
4. The Project Sponsors have a track record of success in developing infrastructure investments, including, preferably energy generation projects in Vietnam, or in SE Asia markets. 

Failure to Commit Chartered Capital to Solar Farm Investment
It has been common for some licensed companies to fail to pay in the Chartered Capital prescribed in the provincial licensing procedure. We suggest the Minister consider revoking the inclusion in the Energy Master - plan of a licensed company, if within six months of the date of inclusion in the Energy Master - plan an applicant company has not shown there is a commitment of investment capital as defined in the investment license? 

The inclusion in the Master - plan could be revoked and the applicant invited to resubmit a new application if they wish to be included in the Energy Master - plan and to show their commitment to investment in energy generation. 

Thanks to the Ministry of Industry and Trade for the positive tone of the meeting with VBF Power and Energy Group on 15th September 2017 and the progress made toward establishing a partnership with Government of Vietnam on Energy Policy Development. The benefits of active engagement with the private sector stakeholders in the energy market were discussed and recognized by all attendees and VBF P and E looks forward to continuing dialogue on the urgent matters of reform: 
· The recent suspension of the Competitive Power Generation Market and the implications for the schedule of liberalization of the power market to 2022

· Price Transparency for Retail Power Consumers (2.) 

· The barriers to entry for commercial bank project finance in the energy market (4 b.)

II. Environment

Viet Nam like the Nordic Countries share thousands of years of habitation in areas close to sea level which has produced a share relationship of our love for clean environment. Protecting the natural resource from climate change and pollution is a high priority in Vietnam and Nordic countries. Viet Nam today is seen taking proactive action on industrial polluters and in the reduction of CO2; however penalties for polluters are low compared to income of these industries. Our earlier industrialization of Nordic countries has allowed us to developed proven technological know-how in pollution reduction. When Nordic companies invest overseas, they are obliged to follow the same strict environmental rules as applied in their respective Nordic countries.   
We recommended that you continue your vigilance on Environment issues and be selective, and choose only investors that want to accept to work within Viet Nam using the highest environmental standards, especially in waste water treatment and CO2 reduction.
Vietnam has in place adequate Environmental laws and regulations to protect the environment. Sadly we have seen firms able to by-pass these laws and regulations. The Government needs to enforce these laws, fines, have firms implement their environmental plans and have polluters pay for damage. 
III. Fertilizer industry

1. Protective surcharge on DAP imported at USD 82 per mt, penalizing NPK producers in Vietnam
The Ministry of Trade and Industry imposed from 19th August as protective surcharge of about USD 82 per mt for imported raw materials DAP to protect local production, valid for 200 days. However the reason for local producers not being the preferred choice of the Vietnamese farmers is the technical quality of the domestic produced DAP in particular solvability. To solve this issue more investment in additional equipment would be required for these local producers and this would not be solved in 200 days. 
As this additional tax is only applied to DAP imported and to the import of finished products NPK, it will now give a very unfair advantage to imported NPK and put the local companies, Vietnamese and foreign invested producers alike, at risk of losing market share as their cost of producing NPK has now increased by 12-14% for NPK produced in Vietnam. One of our member company have now no choice but to put on hold further investment in new production technology, pending the cancelation of this protective tax.
The high protective tax also caused a sharp increase in DAP prices as well as NPK prices on the Vietnamese market, penalizing the farmers and increasing their productions costs. 
We recommend that the Ministry reconsider this tax and discontinue its application, and rather give tax incentives or other form of support to the local DAP producers enabling them to invest un upgrading their production technology so that their products can read a competitive quality and be accepted on the local market.
2. Counterfeit and trademark infringing fertilizer packaging
We have seen an increase of counterfeit and copies of known international trade marks present in the Vietnamese market, both misleading farmers to buy low quality products and infringe IP rights fully registered in Vietnam.
Some cases have been handled by relevant authorities, but the penalty and consequences are very low, and the unhealthy practice continues.
We would like to see a more firm handling from relevant authorities, with stricter penalties, and both companies and individuals that infringe copyrights are made publicly known on a website or other suitable media, so that distributers and farmers can easily identify and avoid these fake products.
3. VAT on fertilizer 
We understand that the Ministry of Industry and trade has proposed to amend and supplement some provisions relating to Law no 71/2014/QH13 amending and supplementing some articles of the tax laws on fertilizers subject to refusal. Value-added tax (VAT) to offset the VAT tax for fertilizers. This is an important factor encouraging domestic enterprises and foreign invested companies alike, to invest in new technologies, produce high quality fertilizers, and actively supply them at reasonable prices. 
The impact of this new law, implemented from 2014, was for medium size producer a reduction in taxable profit of about USD 1 million and for larger producers about USD 2 million per year. Furthermore these companies contribution to the state budget is reduced by several million USD per year when VAT is not collected. It however did not reduce the prices of fertilizers and had not positive effect for the farmers.
As our members are among the world largest fertilizer producers who invest heavily in technology and produce only high quality fertilizers, we as Nordcham strongly support this initiative to amend this tax law. 

IV. Logistic – Transportation – Port situation

Many of our member companies are still experiencing great problems due to increased transport and logistic cost as a result of port congestion and lack of handling capacity in the major Vietnamese ports. In order for Vietnam to remain competitive compared with its neighboring countries it is important to improve the cargo handling capacity and cost.

Today logistics/transport cost, in particular for containers, are several times higher than neighbors, and thus more open competition is needed to reduce these costs. This is also very important for the Vietnamese products to be competitive compared to similar products produced in the region. Present ports need to be improved and new ports need to be built, this applies both for container terminals and bulk-steel cargoes. 
We recommend that in order to accelerate investment in this important sector the policy is eased to allow 100% foreign shareholding in transport and port investment projects.

From NordCham’s perspective, our members are confident about their investment in Vietnam which is based on a long term view. Several new Nordic companies have increased their present investments and new companies have been established during the past year.

We appreciate this opportunity to participate in the Vietnam Business Forum and thank for this opportunity to exchange views and enhance understanding between the Government of Vietnam and the business community.
We wish good health to the Minister, representatives of business associations, and the diplomatic corps, and all the representatives here today.
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