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Legal Update
Selection of Investor in Commercial Residential
Houses’ Project

+¢» What is “Commercial Residential Houses’ Project”?

According to Article 3.4 and 3.8 of Law on Residential Housing:

® Commercial Houses: Houses being constructed for sale, lease, lease-purchase based
on market mechanism

® Residential Houses Project : Projects which using its capital to build new housing,
technical, social infrastructural works for residential use, or to renovate, repair such
housing

s+ Methods of Selection of Investors

According to Article 22 of Law on Residential Housing:

® Auction: For the cases where the compensation and site clearance regarding the project
land are already completed

® Bidding: For the cases where the compensation and site clearance regarding the project
land have not been completed

® Appointment of investor (only rarely occurs): For the cases where the investor already
(i) legally owns the land use right of the project land, and (ii) satisfies the conditions to be
the residential houses project investor
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+3» Conditions to be Selected as the Investor Participates in Auction/
Bidding

According to Article 21 of Law on Residential Housing:

Establishment: Should be established and operating under laws of Vietnam
Minimum Charter Capital: The charter capital should be at least VND20bil

Deposit: The entities should deposit capital, amount of 1-3% investment capital of the
project

Business Line: The entities should register the real estate business line

3+ Procedures of Auction

Although the specific regulations may be differed from each provinces/cities,
the general auction procedure shall be as follows (Joint Circular 14/2015/TTLT-
BTNMT-BTP

Department of Planning and Investment (“DPI”) and relevant authorities shall prepare
the annual land use right auction plan and obtain the approval from provincial People’s
Committee (“PC”)

Land Fund Development Centre/PC of ward-level/other authority authorized by
provincial PC prepares the documents on specific land use right auction

Department of National Resources and Environment determines and provincial PC
approves the starting auction price

Provincial PC assigns the auctioneering organization
Auctioneering organization publishes the auction invitation
Auctioneering organization holds the auction

Competent PC approves the auction result

Auction winner shall pay auction winning price and contact Department of Natural
Resources and Environment to obtain the LURC

16
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*¢* Procedures of Bidding

According to Article 56 of Law on Bidding, the bidding procedures to select the
investor for commercial residential houses project are as follows:

® Bid inviter (i.e. competent authorities authorized by provincial PC) prepare for selection
of investor (i.e. Making the bidding invitation documents; appraisal and approval of the
bidding invitation documents)

® Bid inviter organizes for selection of investor (i.e. Invite bidding; Publish, adjust, clarify
the bidding invitation documents; The investor prepares, submits, adjusts, withdraws
bidding attendance documents; Open technical proposal)

® Bid inviter evaluates the bidding documents, proposal documents

® Bid inviter submits the application for the appraisal from MPI/DPI or relevant authorities
and provincial PC approves and publishes the bidding result

® Bid inviter and bidding winner negotiating, completing and signing the contract

¢+ Final Appointment of investor
According to Article 18.2 of Decree 99/2015/ND-CP, in case the entity:

® Has the legal ownership right over the land lot, in compliance with the planning in
residential housing, land usage approved by the authority;

@ Satisfies the conditions for being investor stipulated in Article 21 of Law on Residential
Housing; and

® Wishes to be the investor of the residential houses project

= In such case the entity (usually auction/bidding winner) satisfies all of above conditions,
the Department of Construction of each province/city where the project site is located
shall examine and report to the provincial People’s Committee to appoint such entity as
the investor of the commercial residential houses project.
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Contacts
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Phan Thi Hang
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@ thphan@shinkim.com
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Nguyen Thi Minh Ngoc
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© +84-28-3827-4099

© tmnnguyen@shinkim.com
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O +84-28-3827-4114

© dsunkim@shinkim.com

Tran Thi Bich Hanh
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O® +84-24-3245-4042
@ tbhtran@shinkim.com

Pham Quynh Trang
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© qtpham@shinkim.com
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The content and opinions expressed within Shin & Kim LLC’s newsletter are provided for
general informational purposes only and should not be considered as rendering of legal ad—

vice for any specific matter.
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