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— Forms of Investment

ATTORNEYS-AT-LAW

1) A wholly domestic or foreign-owned
Investment;

2) A joint-venture between domestic and foreign
investors (the foreign investors must
contribute at least 10% of the capital);

3) A joint-business investment by contract.
(Article 8)

— Forms of Investment

ATTORNEYS-AT-LAW
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— Types of Investment

HORIZON

ATTORNEYS-AT-LAW

1) General business;
2) Concession business;

3) Development of Special Economic Zones and
Specific Economic Zones. (Article 15)
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— General Business

ATTORNEYS-AT-LAW

* General business is an investment in general
economic sector. Such investment does not require a
concession by the state

* The investor must apply to the Ministry of Industry
and Commerce

— General Business

ATTORNEYS-AT-LAW

[

- gynon liilumsasmulumamsugini lui hidideq 185y
dulmuainiy

« UNAINUABITUMUDABNITZNTNGATIMNTTNLATMINIBIYS

1/4/2016



— Concession Business

ATTORNEYS-AT-LAW

» Concession business is an investment which requires
a concession or permission from the state to use the
property and other rights of the state such as : use of
state land, mining, electric power, aviation,
telecommunication, insurance.

* The maximum term of a concession is 99 years and
may be renewed subject to the approval of the
Government.

* The investor must apply to the Ministry of Planning
and Investment

— Concession Business

ATTORNEYS-AT-LAW
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Special and Specific Economic Zones

ATTORNEYS-AT-LAW

* Development of special economic zone — means the
building of a comprehensive infrastructure in order to
set up a new town (for example: Savan Seno SEZ,
Boten Dankham SEZ, Golden triangle SEZ)

* Development of a specific economic zone — means
the building of a comprehensive infrastructure in
order to set up specific zones such as: industrial zone,
export zone, tourist development zone.

* Currently there are two special economic zones and
ten specific economic zones

ATTORNEYS-AT-LAW

Special and Specific Economic Zones
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— Registered Capital

HORIZON

ATTORNEYS-AT-LAW

» Investors in general business must have a total and registered
capital of at least 1 billion kip. (Approximately US$120,000).
At the day of establishment the company must pay 40%
(agriculture business), 60%(production and processing) or
80% (services) of the registered capital, while the remaining
must be paid within 1 year.

» Investors in concession business must have a registered
capital of not less than 30% of the total capital. At the day of
establishment the company must pay at least 20% of the
registered capital while the remaining shall be paid within 2
years.

The registered capital shall be presented in the form of assets.

mmm Registered Capital (quaanziiion)

ATTORNEYS-AT-LAW
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— Rights of Investors

HORIZON

ATTORNEYS-AT-LAW

= Basic rights of investors :

Rights to invest;

Rights to govern and manage business operation;
Rights to hire labor forces;

Rights to reside in the Lao PDR (in case of foreign
investors);

5. Rights to transfer capitals, assets and incomes from
Lao PDR to abroad (in case of foreign investors).

i .
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— Obligation of Investors

HORIZON

ATTORNEYS-AT-LAW

= Basic obligations of investors:

1. To hold accounting system in accordance with the law on
Enterprise Accounting of Lao PDR. If necessary, the
enterprise can use an internationally recognized accounting
system; however, this should be approved by the Finance
authority of Lao PDR;

2. To fully pay duties, taxes and fees in a timely manner;

3. To provide insurance and social security to the employees in
the enterprises in accordance with laws and regulations; to
promote and employ Lao citizens; to develop labor skills; to
improve the technical capacity; and to transfer technology to
Lao labor; (Article 69).

— Obligation of Investors

HORIZON

ATTORNEYS-AT-LAW
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mmm Obligation of Investors (continue)

HORIZON

ATTORNEYS-AT-LAW

4. To facilitate the establishment and operation of the mass

organizations in the enterprise, especially the federation of
trade unions;

To coordinate with local authorities in business operation; to
provide compensation for the impacts that may be caused by
the business operation; to contribute to poverty reduction of
the people and community development within the project
areas;

To adhere with other obligations as set forth in the laws and
regulations. (Article 69)

7. Obligation to protect the environment. (Article 70)

mmm Obligation of Investors (continue)

HORIZON

ATTORNEYS-AT-LAW
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C
= Promoted Sectors

. Government promoted sectors are :
agriculture, industry, handicraft and services

. There are 3 levels of promotion and there is a list
which describes the different levels.
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HORIZON

—emiini Promoted Zones

*Zone 1: socio economic infrastructure is not
favorable and located in remote areas. This zone is
entitled to highest incentives

*Zone 2: socio economic infrastructure is partly
favorable and located in not so remote or dangerous
areas. This zone is entitled to certain incentives
*Zone 3: socio economic infrastructure is favorable.
This zone is entitled to a low incentive
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mmE [nvestment Incentives

ATTORNEYS-AT-LAW

Zone 1 :

Promoted sector 1: Tax holiday of 10 years
Promoted sector 2: Tax holiday of 6 years
Promoted sector 3: Tax holiday of 4 years

Zone 2

Promoted sector 1: Tax holiday of 6 years
Promoted sector 2: Tax holiday of 4 years
Promoted sector 3: Tax holiday of 2 years.

Zone 3

Promoted sector 1: Tax holiday of 4 years
Promoted sector 2: Tax holiday of 2 years
Promoted sector 3: Tax holiday of 1 years

25

mmE [nvestment Incentives

ATTORNEYS-AT-LAW

Zone 1 :
Promoted sector 1: 8ndun1¥ 109

Promoted sector 2: sndun1 6 3/

Promoted sector 3: sndun1s 4 3/
Zone 2
Promoted sector 1: sndun1s 6 3/

Promoted sector 2: sndun1s 4 3/

Promoted sector 3: sndun1s 2 3/
Zone 3
Promoted sector 1: sndun1s 4 3/

Promoted sector 2: sndun1s 2 3/

Promoted sector 3: sndun1 1 3]
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I Investment Incentives

HORIZON

ATTORNEYS-AT-LAW

Apart from profits tax incentives investors are

entitled to the following incentives:

» Exemption from profits tax in the next
accounting year if the net profit derived from
business activities is used for business expansion

* Exemption from import duties on the
importation of raw materials, equipment, spare
parts and vehicles which are directly used for
production
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I Investment Incentives
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ATTORNEYS-AT-LAW
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e Investment Incentives

HORIZON

ATTORNEYS-AT-LAW

* Exemption from export duties on exportation of general
goods and products (except natural resources and
natural resource based products)

* [f an investor suffers losses and such losses have been
audited and certified by the tax authorities, the investor
may carry forward losses for 3 consecutive years.
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HORIZON

ATTORNEYS-AT-LAW
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B Special Incentives

ATTORNEYS-AT-LAW

*Investmentin hospitals and educational institutions, research institutes
are exempted from rental or concession fees on state land as follows:

» Zone 1 — exemption from rental or concession fee of 15 years

«Zone 2 — exemption from rental or concession fee of 10 years

«Zone 3 — exemption from rental or concession fee of 3 years

*Apart from that investment in the above (hospitals, educational

institution and research institute) are subject to an additional profits tax
exemption of 5 years.
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. :
Representative Office

ATTORNEYS-AT-LAW

*A foreign entity may establish a representative
office in Lao PDR by applying to the Ministry of
Planning and Investment.

*A representative office can not generate income and
its main objective is to collect information and
explore opportunities for investment for its parent
company.
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ATTORNEYS-AT-LAW
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—— Restrictions on Land Ownership

ATTORNEYS-AT-LAW

Land belong to the state, however:

*Foreign investors may lease land or obtain a
concession from the state and lease land from
private individuals/entities.

*Lease from the state has a maximum term of 50
years renewable by agreement with the
government

*Lease from a Lao entity is 30 years renewable
with prior approval from the National land
Management Authority.
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—— Restrictions on Land Ownership

ATTORNEYS-AT-LAW
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LSHORIZON

ATTORNEYS-AT-LAW

Q&A
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