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LAO PEOPLE'S DEI\IOCRATIC REPUBLIC 
PF:\CE INDEPENDENCL lJEMOCRACY UNITY PROSPERITY 

Prune Minister No. 46/PM 

DcCl"CC of (he Prime Minister
 
regarding the
 

Implemeutatinn or the luw Oil UtC Prnmotion and
 
Management of Foreigu Investment [in vile Lao }'DR]
 

[LISl~J upon the Law regarding tile Government of the Lao PDR No. 01/95, dated 
S March 1995;
 
Based upon the Law on the Promotion and Management of Foreign .nvestment in
 
the Lau PDR No. 01194, dated 14 March 1994;
 
Based upon the proposal of the Committee for {he Management of Foreign
 
Investment andCooperation and Domestic Investment;
 

The Prime Minister issues [this] Decree 

Chapter 1 
General Provisions 

Objectives 

This Decree establishes detailed rules and : regulations regarding the 
implementation of the Law on the Promotion and Management or Foreign Investment 
in the Lao PDR in order to ensure that the implementation of such law is uniform, 
passes through one door with the aim of attracting, promoting and managing [foreign 

(. investment] properly in accordance; with laws and regulations, [that the 
implcmeiu.uion or such law] is expeditious and efficient and contributes to the 
progress and stability of the socio-economic development of the Lao PUR. 

Protection of Foreign Investment 

The Lao People' <; Democratic Republic recognizes the ownership of capital, 
property and interests of foreign investors, Such capital, property and interests shall 
not be requisitioned, confiscated or nationalized by the administrative power [of the 
:-';(;lll:I except ill necessary cases for the benefit of the people or the country in 
;lcconlallcc with the laws ol' the Lao POR, [and] in such cases, the Government shall 
compensate [the foreign investors] the fair and reasonable value in accordance with 
laws and regulations while also ensuring fairness to the foreign investor. 
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Article 3: Legal Guarantees 

The Lao People's Democratic Republic provides legal guarantees to foreign 
investors as well as foreign investment enterprises established in the Lao PDR under 
the Law on the Promotion and Management of Foreign Investment [in the Lao PDRI 
or this Decree as follows: 
(1)	 administer by laws and regulations on the basis 'of fairness, equality and 

mutual interests; 
(2)	 refrain from using administrative power to interfere with the lawful acrivities 

of foreign investors; 
(3)	 undertake all of its duties with resolve under the laws of the Lao PDre treaties 

in which the Lao PDR is a party, agreements regarding the protection and 
promotion of foreign investment and agreements or contracts, which tile 
Government of the Lao PDR and forcign investors have agreed; 

(4)	 the Lao PDR facilitates foreign investors as well as foreign investment: 
enterprises equally as it docs for domestic invcstors ami dorncxt ic enterprises 
except where specifically provided otherwise hy this Decree: 

(5)	 the Lao PDR recognizes and accepts the rights 01' forcir;n investors ill all 
respects regarding leasing, land usc, intellectual property ()\\ ncrship as well ,jS 

the lawful assets and rights of foreign investors or the righl:, related 10 F()n~igl1 

investment enterprises" 

!;~haptcrl! 

Scope and Activities Promoted to Foreign Investment 

Scope and Activities Open to r;orL'ign luvcuncnt 

A foreign individual or juristic entity, hereinafter referred to as the Foreign 
Investor, may invest and conduct production. procesxing and service businesses in 
every economic sector ill fhe Lao PUR as provided ill Article 2 (If the L;IW Oil the 
Promotion and Management of Foreign Investment except in activities 01 in places 
which arc not allowed under the laws of the 1 ao PUR or ill closed activit ic, provided 
in Article 5 or this Decree. 

The FTMC shal] dctc mine and notif: in detail prriodicallv regarding which 
activities are open, which activities arc open hut with conditions, activities which are 
promoted '1I1d professions which are reserved ror Lao nationals, 

Activities Closed to Foreign Investment 

The FIMC shall determine which a':"tivitics ill Ilh~ 1_.LIo 1)l)!Z aI'/' "Closed 
Activities" to foreign investment because [such activities] \xill disturb the peace of the 
society, national security, or have adverse consequences to the cnvironrncut, health, 
and national culture, The FHv1C sha'! separately issue xpecific notifications and shall 
determine and explain various details icgartlillg tlte closed ;1C.'(ivilic~" In thc ('veil I tile: 

I
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FIMe considers a Foreign Investor's proposal in such activities has significant effect 
and benefits to the national economy, the FIMC B1<JY propose that the Government 
consider it as a special case. 

Acti viries Open lto Foreign Investment/ with Conditions 

The FU/lC will determine activities in economic sectors of the Lao PDR 
which are open to fore ign investment but with conditions, and the FIMC shall 
separately issue specific notification and shall determine the details and conditions. In 
some cases, the Lao POn. must participate in the invested activity or such investment 
must be established pursuant (0 agreement between the Lao PDR and the Foreign 
Investor. 

Activities Promoted to Foreign Investment 

Tile FIMC shall deterrni lie activities in economic sectors of the Lao PDR, which are 
promoted to foreign iuvestment and the FIMC shall separately issue specific 
not ific.u ion and shall determine the details regarding (he promoted activities. 

Professions Reserved for Lao Nationals 

1. The FI MC shall determine certain professions and occupations that are 
reserved for Lad nationals with the aim of protecting the culture and fine tradition of 
the country, protecting the equitable rights and benefits of Lao nationals in order to 
protect and promote professions rooted in ancient times and in which Lao nationals 
are skillful, including professions which can support the livelihood of Lao nationals 
without requiring education, capital and technology know-how so that work is 
available to all Lao nationals. 

The FIMC shall issue specific notification and shan separately determine the 
dctai Is regarding the professions and jobs reserved for Lao nationals. 

2. A Foreign ]nvestor may invest in any activities mentioned above except in the 
closed activities. However, for the reserved professions, foreign nationals shall not be 
employed in such professions, except in some cases, where the FIMC is entitled to 
consider an exception if seen as necessary, 

.Chapte!r III
 
Forms or Forelgu Investment
 

Article 9: Forms of Foreign Investment 

A Foreign Investor may invest in the Lao PDR in two forms as follows: 

a. a 100% foreign owned investment enterprise; 
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b.	 a joint venture enterprise between a Foreign Investor and a domestic 
investor. 

A Foreign Investor may establish an enterprise in ,I form consi..tcnt with the 
Business Law namely: 

a.	 partnership company; 

b.	 limited company; 

c.	 public company. 

Principles for Contribution of Registered Capital hy Foreign Investors 

In a joint venture enterprise, a Foreign Investor must contribute at least 3W}L ", 
of the total registered capital proposed by the Foreign Investor at the time of 
submission of the investment application, except for a foreign investment enterprise 
established in activities open [to foreign investment] but with conditions in which the 
FIMC reserves a right to participate in the shareholding. and establishes detailed 
conditions when issuing notifications regarding activities open [to foreign investment I 
but with conditions. 

Contribution of capital of a Foreign Investor may be in cash and/or in kind, 
Capital contributed in cash must be in a hard foreign currency which is slable and, 
readily acceptable and which is convertible OIl the international market. Such capital 
shall be assessed in Kip at the time (If contribution in accordance wit h t11'~ foreign 
exchange rate of the Bank of the Lao PDR on tile' dare of the contribui ion 

A Foreign Investor who has Jess than JO% sharcholdi uj; ill a join: venture 
enterprise cannot invest [in such enterprise), 

Article ll: Principles for Establishment of Branches or Representative Offices 

A wholly foreign-owned investment enterprise may establish a new entity in 
the Lao PDR, in the form of a branch or a representative office of the parent '_:ompa:lY 
located abroad. 

Article l2: Branches 

1.	 A Foreign Investor such as a bank or a financial institution, an insurance 
company, an international consulting company or a foreign airline company 
may establish a new entity or ~ branch in the Lao PDR in accordance with this 
Decree, and except in the aforementioned sectors, other companies shall not 
be approved to establish a branch ill the Lao PDR. 
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The establishment, organization, operation and management of a branch office 
must be conducted in accordance with the Law on [Commercial] Banks, the 
Business Law and other laws of the Lao PDR. Branches mentioned above 

the shall be protected with regard to their rights, and must perform their 
obligations as described in this Decree. 

3. In addition to the activities mentioned above, (he FIMC shall issue a separate 
notification to determine addit ional activities in which a Foreign Investor may 
establish a branch in the Lao PDR. 

Represcnuui ve Offices 

)rs 

.o'Yo 
~ of 
-rrse 
"the 

( 1) A Foreign Investor which is an organization, a company or an association 
established under the laws of another foreign country, or established by 
treaties or other agreements between or among two or several countries may 
establish a representative office inrhe Lao PDR in accordance with this 
Decree. 

leel 
:nl I 

nd. _ 
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(2) A representative office shall .icquire [he legal recognition, rights, protections 
and obligations provided in (his Decree only upon completion of enterprise 
registration with the cornmc.ce and trade division in accordance with the 
Business Law. The structure of the representative office shall be established 
in accordancewith the structure of its parent company. 

-ital (3) A representative office shall 110t have articles of association, but shall have 
rcprescr.rutive office regulations drafted in accordance with this Decree for 
lise as a basis for management of the representative office in the Lao PDR. 

lire (4 ) A request 
submitting 

for the establishment of a representative 
an application tt' the FI MC in accordance 

office is 
with the 

made by 
form and 

(. docume ntation determined by the FIt,,'fC. 

'111 

1ny 

(5) A representative office shall be managed by one or two managers as 
authorized by the parent company and who shall have such powers and duties 
as provided in the regulations of the representative office or as authorized by 
the parent company and in accordance Willi this Decree or the Jaws and 
regulations of the Lao PDR. 

nee 
(6) A representative office shall be entitled to conduct the following activities: 

my 
.his 

-not 

ea) collect information .md study whether it is feasible for 
company to invest in [he Lao PDR; 

its parent 

(b) be a contuct 
company; 

point III the country and .rbroad to facilitate the parent 
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(c)	 receive authorization from tile parent company to enter into an 
investment agreement, prepare documentation for a contractor 
agreement or a service agreement as authorized by- the parent 
company; 

(d)	 monitor the implementation of the investment agreement, contractor 
agreement or service agreement on beha If of the parent company. 

A representative office is prohibited from: 

(a)	 having its own articles of association independent or its parent 
company's, except as provided in Clause 3 above; 

(b)	 concluding or executing contracts and legal documentation, except on 
behalf of the parent company provided that written authorization from; 
the parent company is available; 

(c)	 carrying out any business or commercial activities, other than the 
activities permitted under Clause (6) above: 

(d)	 conducting any activity that earns income or revenue, or carrying out 
any activity that earns income or revenue (other than support funds 
from the parent company); 

(e)	 issuing receipts or invoices for income or revenues; 

(f)	 declaring itself insolvent or bankrupt; 

(g)	 importing supplies, equipment, production vehicles, except for 
supplies to use specifically in its operation in the activities provided in 
Clause 6 above. 

In addition to the limitations and prohibitions provided above, a representati ve -
office shall: 

(a)	 maintain only basic books, accounts, and financial records as are 
necessary to comply with tax filings and payments applicable t.o 
represeritative offices; 

(b)	 dissolve or terminate by resolution of the parent company, upon 
dissolution or termination of the parent company, or as approved by 
the FIMC in the event the representative office violates the laws and 
regulations of the Lao PDR; 

(c)	 have a representative office license with il term or I year which may 
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be extended annually upon approval by the FIMC. 

The FIMC shall separately determine specific detailed regulations regarding 
the management and operations of a representative office. 

Chapter Iy 

Rules for Establishing Enterprises and 
Approval Procedures for Foreign Investment 

Article 14~ Submission of Foreign Investment License Applications 

A Foreign Investor who wishes to establish a foreign investment enterprise in 
the Lao PDR in accordance with the form of investment determined in Article 9 of this 
Article must submit or prepare an investment application for the Foreign Investment 
Management Cabinet in accordance with the form and necessary support 
documentation which depend on the type, activities and characteristics of the 
investment project as determined by the FI1vIC. 

After receiving an investment application, the FIMC must review whether or 
not such documentation is correct and complete based upon the conditions and form 
determined in the above paragraph, and if such documentation is complete and correct, 
the FIMC must issue a receipt to acknowledge that the documentation is correct to the 
foreign investor who submitted the investment application within 5 working days. 

Types of Foreign Investment Applications as follows: 

There are 2 types of foreign investment applications such as: 

1.	 Investment applications which fall under the list of promoted activities and 
which are projects not involving a request for a concession right in the Lao 
PDR or foraconcession right related to natural resources that do not affect the 
natural ell vironmem, health or culture of the country; 

2.	 Invest ment applications which fall under the list of activities open to foreign 
investment but with conditions or which are projects not involving request for 
a concession right in the Lao PDR or for a concession right related to natural 
resources that do not have harmful consequences to the natural environment, 
health or culture of" the country. 

Procedures for Consideration and Approval or Foreign Investment 
A pplications 

The procedures for consideration and approval of foreign investment 
applications must comply with the conditions base on sizes of investment capitals as 
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follows : 

1.	 The first type of foreign investment projects as provided in Article 15.1 above 
must follow the following consideration and approval procedures: 

a)	 Projects with capital value of OS$l million or less must comply as 
follows: 

after the FIMC receives the complete application as determined in 
Article 14 of this Decree, the FIMC must propose to the CtC, which is 
responsible for overseeing foreign investment work. to consider 
whether to issue an investment license or a rejection within 15 
working days. 

b)	 Projects with capital value of more than US$I rni IIion In US$5 ' 
million must comply as follows: 

Within 3 working days after receiving the investment application. the 
FIMC must scndsuch application to the relevant mi nistrics, sectors 
and localities for their technical comments. and the relevant seclors 
must send their comments to the FIMC within 20 working days. But if" 
such sectors do not reply within the above time period, it is deemed 
that the relevant sectors have issued their approval. 

Whether the relevant sectors approve or do not approve, (he FIMe 
must nevertheless propose thai the Vice Chairman (If the ere consider 
whether to issue an investment license or a rejection within 45 
working days from the date the FIMe receives the investment 
application. 

c)	 Projects with capital value of more than US$5 mi Ilion must comply as 
follows: 

Within 3 working days after receiving the investment application, the 
FIMC must send such application to the relevant ministries, sectors 
and localities to seek their technical comments, and the relevant 
sectors must send their comments to the FIMC within 20 working 
days. But if the relevant sectors do not respond within such time 
period, it is deemed that the relevant sectors have issued their 
approval. 

Whether the relevant sectors approve or do not approve, the FIMe 
must nevertheless propose that a meeting of the cle consider whether 
to issue an investment license or a rejection within 60 working days 
from the date the FIMC receives the investment application. 

8 
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2.	 The second type or investment projects as provided in Article 15.2 above must 
comply with the following consideration and approval procedures: 

a)	 Projects open (0 foreign investment but with conditions must follow 
the following procedures: 

A Foreign Investor must prepare and submit an application to the 
FIMe in accordance with the form determined by the FfrAC. 

Within 3 working days after receiving the investment application, the 
FIMC must send such application to the relevant ministries, sectors 
and localities to seek the-ir technical comments, and the relevant 
sectors must send their comments to the FIMe within 20 working 
days, but if 1he relevant sectors do not respond within such time 
period, it is deemed that the relevant sectors have issued -their 
approval. 

Whether the relevant sectors approve or do not approve, the FIMC 
must nevertheless propose that a meeting of the CIC consider whether 
to issue an investment license or a rejection response within 60 
working days from the date the FIMC receives the investment 
application. 

b)	 Projects involving a request for a concession right of the Lao PDR or 
a concession related to natural resources must follow the following 
procedures: 

Within 45 working days after receiving comments from the relevant 
sectors, the FIMC must propose that a meeting of the CIC approve in 
principle first. 

II" tile elc approves in principle, the FIMe must issue an invitation 
letter to till: Foreign Invcstor or the developer to come and hold 
preliminary discussions among the parties, and if both parties agree to 
the terms, the parties must then create preliminary association 
documents, such as a memorandum of understanding or other 
documents 1'01' submission to a ('IC meeting for approval to sign such 
documents which shall be used as a reference for surveying, collecting 
information and preparing a preliminary feasibility study. 

I
 
After surveying or preparing a feasibility study, if the project is
 
considered feasible, the investor has the right to request the FIMC to
 

. negotiate various agreements, such as a mining agreement, a project
 
development agreement, a concession agreement, a benefit-sharing 
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agreement, a legal contract and other agreements which the FIMC 
considers necessary. 

Regarding a joint venture agreement, the Government assigns the State 
enterprise connected to the invested sector or another juristic entity authorized 
by the Government to sign the joint venture agreement with the Foreign 
Investor. 

3.	 The approval procedures for electricity projects, mining projects and projects 
involving a request for a land concession shall comply with the Electricity 
Law, Mining Law and the Land Law. 

Article 17: Foreign Investment License 

., 
1.	 After an investment application has received due consideration ill accordance: i 

with the procedures and terms provided in Article lS.1 above, the FIMC shall 
issue a foreign investment license to the Foreign Investor without any.delay, 
The maximum term of such license is I S years for a wholly-owned foreign 
investment enterprise and 20 years for a joint venture enterprise. Such terms 

. may be extended upon approval of the FIMC. 

The term of investment approval for the second type of invest men! projects as 
provided in Article 15.2 above depends on the conditions determined by the 
FIMC or in accordance with the various agreement:; signed by the 
Government and the Foreign Investor as determined hy the Jaws and 
regulations relevant thereto. 

2.	 For projects involving a request for a concession right of the Lao I'DR or a 
concession related to natural resources, foreign investment approval shall be 
issued in two stages : first, a temporary investment license is issued that 
contains conditions determined by the FrMC, thereafter, if it is seen that the 
Foreign Investor is able to perform the conditions provided in agreements or 
the temporary license, the FIMC shall issue a perrnnuent license to the 
investor. 

3.	 A foreign investment license must indicate the follc.1wing derails: 

a)	 the name of the Foreign Invcs tor, but in eel ses wher: th« COl npany has 
many investors that cannot lc listed in (he investment license, the 
majority shareholders or the .rhareholdcrs agreed unanimou-ly by all 
shareholders shall be I isted in the invest ment license: 

b)	 the name, location, form, renn, total c.ipit.rl and n:~;islercd capital 01' 
the approved enterprise; 
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c)	 the activities to be conducted by the enterprise; 

dl	 tax and duty privileges and other privileges (if any). 

4.	 The conditions and terms as see n necessary by the FlMC shall he included on 
the back 1)1' the foreign investment license. The content of such terms and 
conditions must he in accordance with this Decree and the laws and 
regularions of the Lao PDR. 

Enterprise Registration 

After receiving the foreign inve strnent license and approval for the Articles of 
Association of the enterprise from the Foreign Investment Management Committee, 
the investor must register the enterprise in accordance with the Business Law at the 
Ministry of Commerce and Tourism, obtain tax registration from the Ministry of 
Finance, request the carving of the company seal from the Ministry of Interior, and 
request other licenses from other relevant parties and sectors in accordance with 
regulations before the (enterprise C;:;11 be considered as fully and completely 
established. Regarding th.; procedures for requestingapprovals and registration with 
the relevant sectors, relevant officials must ensure th.u the foreign investor is being 
facilitated, that tile procedures are precise and expeditious, and must refrain from 
requiring unnecessary and additional documents from the investor. Relevant parties 
and sectors have the right to require additional technical documents only if such 
documents relate to that sector. 

Assignment and Transfer of the Investment License 

It is prohibited for an investor who has received an investment license to. 
assign or transfer the investment license or foreign investment activities issued by the 
FIMC to other another individual, whether partly or wholly, if such investor has not 

.r 
received approval in writing from the riMe. 

I 'ees for Submission of Applications and Issuance of Foreign 
Investment Licenses 

I)	 An Invesunent application with a total investment value ofUS$I,OOO,OOO (one 
million) or less incurs a fe« of US$lOO (one hundred US Dollars) for 
submission of the application .uid a fee of US$500 (five hundred US Dollars) 
for [issuance of] a foreign investment license. 

An investment application with a total investment value of more than 
US$I,OOO,OOO{one million) incurs a fee of US$200 (two hundred US Dollars) 
for submission of the application and a fee of US$l,OOO (one thousand US 
Dollars) for [issuance of] a foreign investment license . 

11 



2) An application to establish a representative office incurs the following fees: 

fee for submission of the application IS US$lOO (one hundred US 
Dollars) 

fee for issuance of a license is US$500 (five hundred US Dollars) 

fee for renewal of the representative office license is US$250 (two 
hundred fifty US Dollars) 

3)	 Fees for submission of applications to establish a branch office and for 
issuance of a branch office license arc based upon the same rates as the fees 
for submission of appl ications and issuance of licenses provided ill Clause J 
above. 

4)	 Any amendment or modification of a II investment license mentioned above 
during the term provided in the investment license shall incur a fec of SOo/iJ 
(fifty percent) of the fee originally paid. 

5)	 Regarding payment of the above fcc, the FIMC shall issue a notice in writing 
and shall post it in an open and conspicuous place, 

6)	 Revenues received from fees for issuance of investment licenses are to comply 
with the Budgetary Law. 

Registered Capital and Capital Contribution 

1)	 Every form of foreign investment enterprises (except representative office) 
shall have a registered capital of at least US$100,OOO (one hundred thousand 
US Dollars). 

2)	 The capital of a foreign investment enterprise may be contributed ill cash or in 
kind as provided in the Business Law. Cash contribution shall be imported 
into the Lao PDR in accordance with the current applicable laws and 
regulations of the Bank of. the Lao PDR. In kind contribution must be 
imported into the Lao PDR in accordance with the Business Law and other 
relevant laws and regulations. 

3)	 In case the Bank of the Lao PDR cannot confirm the valuation of capital of the 
enterprise which is contributed in kind, the foreign investment enterprise al 

such time may employ the valuation service of an independent inspector upon 
written approval from the Bank of the Lao POR at theexpense of the foreign 
investment enterprise, and such valuation shall be considered as concl usivc. 

A
 

12 



Fuudamentnl Changes to a Foreign Investment Enterprise 

1)	 After a foreign Investment enterprise (except a representative office) has 
registered its enterprise in accordance with the Business Law, any change to 
the following matters shall be considered as a fundamental change to such 
foreign investment enterprise: 

<l.	 the name; ° 
b.	 the location; 

l], 

~s	 
c. the form of the foreign investment enterprise; 

d.	 increase or reduction 01 the objectives or activities; 

e.	 tile total capital and/or registered capital; 

1".	 the shareholders; 

g.	 the percentage of shares held by any shareholder; 

h.	 termination or merger with another company. 
Iy _ 

2)	 Any fundamental change described above shall take place in accordance with 
the Business Law. The FLMC shall issue certificate to acknowledge such 
change or shall amend the articles of association of the foreign investment 
enterprise, or in some cases, if there are several fundamental changes, the 

e) I-;'IMC shall issue an amended or new investment license, or approval to the 
.id articles of association to replace the old investment license or approval to the 

articles of association, but the term 01" the foreign investment enterprise shall 
be based upon the date of receipt of the original investment license. 

"10 Thereafter, the documents, which have been approved or amended, shall be 
ed registered with enterprise registration and lax officials to obtain a new
nd enterprise registration certificate and a new tax registration certificate in 
be accordance with laws and regulations. 
ier 

Chapter V 
Rights, Obligations and Tax and Duty Privileges 

-he 
or Foreign Investors 

at 
·,on 

Article 23: Rights of Foreign Investors 
gn 

In accordance with this Decree and the laws and regulations of the Lao PDR, a 
Foreign Investor, him/her employees as well as their families, shall have the following 
rights: 

13 



1.	 enter and exit the Lao PDR; 

2.	 travel to any place within the Lao PDR, except to prohibited areas. strategic 
areas, and areas concerning security, national defence and peac~ keeping 
work; 

3.	 possess, use and transfer their properly and assets to others in accordance with 
this Decree and the laws and regulations of the Lao POR; 

4.	 transfer their rights, obligations, shares and other benefits to others In 

accordance with this Decree and the laws and regulations or the Lao PDR; 

5.	 repatriate expenses, capitals, revenues, profits, dividends and salaries from 
their investment to their country 01 to a thirei cOLIn try aIter set!lemcnt (Jf'-; 
obligations in accordance with laws and regulations through the Hank of the' ,. 
Lao PDR or a foreign bank established in tile Lao PDR in accordance with the 
exchange rate periodically determined hy the Han], of the Lao PDR; 

().	 import assets and materials necessary and relevant to their invcsuucnt project 
including personal items of the Forciu: Investor, him/her cmpioycc» and their 
families in accordance with laws and regulations; 

7.	 export products, goods and service'; produced hy tile foreign investment 
enterprise; 

8.	 protect their interests before the courts or arbitration organizations or the Lao 
PDR or other arbitration organizations in accordance with this Decree; 

9.	 rights as determined in this Decree, laws of the Lao PDR, treaties to which the 
Lao PDR is a party, investment agreements or the applicable agreements 011 

the protection and promotion of.investment betweenthecountries. 

Article 24: Obligations of Foreign Investors 

Foreign investors shall have the following obligations: 

1.	 comply with tax and duty obligations as determined in this Decree and the 
Customs Law and the Tax Law of the Lao PDR; 

2.	 open deposits in Kip currency and a foreign currency in a Lao PDR 
commercial bank or a foreign bank established in the Lao PDR; 

3.	 utilize the accounting system of the Lao PDR or if it is necessary to usc 
international accounting system, the foreign investment enterprise must first 
receive approval from the relevant sectors; 
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4. give priority to Lao nationals when using technical personnel, and employ Lao 
labor, and upgrade the skills of such employees and laborers; 

~JC comply with prOllliscs and ohl igations provided in a,~I.rec~menLs signed with the 
ng Government or ill accordance with tile investment license and the feasibility 

study of the investment; 

ith 6.	 before signing a memorandum of understanding and other agreements as 
listed in Article 16.2 of this Decree that involve a request for a concession 
right of the Lao PDR or a concession reinted to natural resources of the 

111	 country, the Foreign Investor or developer must give a cash guarantee, and the 
value, procedures and conditions regarding such guarantee shall be provided 
in the memorandum of understanding or the agreements as negotiated between 

)f11	 the Lao P])j{ ami the investor or developer; 
of 

"he 7. comply with measures and the laws and regulations to ensure that the
;hc environment is protected and rehabilitated to its original condition; 

8.	 respect the fine tradition and culture of the people and ethnic woups of the 
xl Lao PDR; 
elr 

9.	 report their activities to relevant authorities regularly 111 accordance with 
regulati ons; 

;nl 
-

10.	 comply with other obligations as determined in this Decree, the laws of the 
Lao PDR and agreements signed by the investor and the Lao PDR . 

.ao
 

Artiek 25: Use of Land
 

II~ l.	 It is prohibited for a foreign Investor, a foreign investment enterprise or a 
foreign national to be allowed to own land in the Lao PDR. A Foreign 
Investor, a foreign investment enterprise or a foreign employee 01' such 
enterprise may only lease land directly from the Lao PDR or a Lao national 
under the terms of a land lease agreement made in accordance with the Land 
Law. The rights and obligations of a foreign investment enterprise or a 
foreign employee under such land lease agreements may be subleased and 
succeed in accordance with the laws of the Lao PDR and t.he terms of such 

the land lease agreement. 

2. A foreign invest rnent enterprise shall be permitted to use land in the Lao PDR 
only under the terms of a lund Icase agreement. The rental price of the land 
may be calculated as an expense or the 'forL:ign investment enterprise or the 
Domestic Investor may contribute the rental price of such land to the 

.rse 

.rst 
registered capital of the foreign investment enterprise in return for shares in 
the foreign investment enterprise. 

15 



3.	 If a foreign investment enterprise is dissolved or terminated before the 
expiration of the term of a land lease agreement, the land lease agreement 
shall be terminated at the same time. 

4.	 In the event of any termination of a land lease agreement before its expiration, 
the foreign investment enterprise shall be entitled to demand the return of any 
rental amount that has been paid in advance but unused. In the event of any 
termination of a land lease agreement under which the lessor has contri butcd 
the rental price as the registered capital of the foreign investment enterprise, 
the lessee shall not compensate [the lessor] such rental price. 

5.	 A foreign investment enterprise and its employees shall be permitted to own 
buildings and other improvement on land. but such ownership shall be subject 
to the terms provided in the land lease agreement. 

6.	 All tax obligations related to the ownership, usc or lease of any land or lease 
of residence shall be the responsibility of the lessor unless provided otherwise 
in the land lease agreement. 

7.	 The land lease agreement mentioned above must be certified and registered 
with the relevant sector according to Jaws and regulations. 

Article 26: Benefits of Receiving Duty and Tax Privileges by Foreign Investors 

A foreign investment enterprise shall receive import duty and tax privileges of 
1% (one percent) only for equipment, machinery, production and transportation 
vehicles necessary for use in its business production or construction within the project, 
But not imported for other purposes, and are not available in the country or do not 
have in sufficient volume according to the needs of the foreign investment enterprise. 
The importation of such items shall be considered in accordance with the following 
characteristics and conditions: 

1.	 Vehic;:Jes..;. Vehicles used for direct production, such Wi transportation vehicles, 
excavators, large vans 1.0 transport laborers and professional vehicles. The 
volume of vehicles to be approved mur be appropriate as compared to the 
amount of capital and the amount of the 'work pursuant to the feasibility study, 
necessities and the actual needs of each project. 

For sedans, Pick up trucks, small vans, Jeeps and vehicles used for purposes 
other than provided in clause 1 above, if it is necessary to import such items 
for use in the business operations of the company, the FIMe shall consider tile, 
case as appropriate, and they must comply with tile customs ,Inc) lax hws and 
regulations of the Lao PDR. 
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Such items are not available ill the country or not ill a sufficient 
volume based on the needs of the enterprise, and are imported only for 
use in construction and production within the project based UpOIl the 
type, plan, and appraisal documentation approved by the relevant 
sectors. 

For the importation of production machinery, approval shall be given 
based upon agreement of the relevant sectors. 

The imporuuion of ray, materials, semi-finished products for use in 
production. processing or assembling into export products shall be 
exempted from import duties and taxes, and the export of such 
products shall also be exempted from export duties and taxes. 

The importation of raw materials and semi-finished products imported 
for further processing or assembly into finished products for import 
subs: itutions shall rCI.:CI ve import duty and tax reduction in accordance 
with the customs and tax laws and regulations of the Government. 

In special cases where approval of the Government of the Lao PDR has been 
l	 granted, a foreign investment enterprise shall receive privileges and benefits for 

investment that has positive effects, has large investment capital and is important to 
the society and economy of the Lao PDR, through reduction or exemption of profit tax 
and/or import taxes and duties, equipment and production vehicles, spare parts and 
other equipment. 

Except for the rights and privileges relative to taxes and duties provided 
above, foreign investors must pay business turnover tax, use tax and other fees in 

" accordance with the Jaws and regulations of the Lao PDR. 
e
 
e
 Chapter VI 
I, Planning, Management and Monitoring and 

Inspection of Investment Projects 

Planning 

I. The Government assigns local foreign investment management committees 
H.I (Provinces, Municipalities and Special Zones) to be responsible fof planning 

and determining terms for foreign investment projects with value from USD 
IO(),{)()() 10 usn I,()(){),()OO in order to attract foreign investment into their 
locality. 
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2.	 The Government assigns relevant ministries and agencies to determine 
policies and plans for foreign invest mcnt projects with value or more than 
usn 1,000,000 in order to attract foreign investment that fall within the scope 
of their work into their sector. 

Article 28: Performance of Investment Projects 

1.	 An investment project can conduct activities only after it has received written 
approval from the Foreign Investment Management Committee and has 
obtained enterprise registration. Undertaking of activities before receiving 
approval shall be taken as u violation of the Law on the Promotion and 
Management of Foreign Investment ill the Lao PDI C 

2.	 All relevant sectors, agencies and localities must facilitate foreign investors in ~ 

accordance with laws and regulations and their responsibilities in the· 
operation of approved projects. To facilitate and 1.0 ensure compliance' with 
the "One-Door" Principle in all respects, <Ill investment service unit shall be 
established to facilitate Foreign Investors ill preparation or iuvcsuncnt 
documents, obtain enterprise registration and provide services concerning 
requests for relevant approvals. This will ensure compliance with the Law all 
the Promotion and Management of Foreign Investment, Facilitate Foreign 
Investors and make them satisfied with the service (The rules on the 
establishment and work methodology A such work unit shall be issued by 1111: 
Foreign Investment Management Cabinet as appropriate). 

~ 3. The. local authority where an investment project is operating has tile duty to 
assist in the management, care, monitoring, inspection and report to the 
Foreign Investment Management Cabinet. The line sectors which are 
administering such investment project must coordinate closely with the local 
authority and consult one another in details regarding the assignment of the -

~ 

duties of each sector to monitor and encourage the operation or such project, 
with the aim of ensuring uniformity and in accordance with the laws and 
regulations of the Lao PDR. 

Article 29: Division of the Levels uf Management of [;()reigll fll\CS11l1Cl1i 

After a Foreign Investor has received approval from the Government. the 
Government shall assign relevant authorities and ministries to manage the 
implementation of· the foreign investment project wi:hin .. tile scope or their 
responsibilities. 

1. The Government assigns authorities of Provinces, Municipalities and Special 
Zones to be responsible for the management of business operation of foreign 
investment with value from USDlOO,OOO to US!) I ,nO(),nOn opcralin,!' in their 2. 

locality. 
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The Go. crn.neut ussigns i\lii:,~lrics and Mirustry-Equivalem A~cncies to be 
responsible tor tile managem.nt of business operation of foreign investment 
with value of more than USD 1,000,0(1) . 

Inspection of the Perf', -rmance of Investment Projects 

l.	 The monitoring. inspcction ;111(.1 eva Illation Ill' foreign investment 11l1lSt be 
closely coordinated with tl.e relevant sectors in order to monitor the 
implementation of investment projects which have received approval in 
accordance with each sector's responsibility pursuant to the investment 
agreements and the laws of th,-~ Lao PDR. 

The monitoring and inspection must be conducted regularly according to 
systematic and dear rules ireport semi-annually and annually except for 
projects which have agreements witII the Government and as such must be 
reported in accordance with the agreements). The monitoring and inspection 
shall not create unnecessary difficulties and confusion to the Foreign Investor. 

2.	 The Foreign Investment Management Cabinet must summarize the results of 
the inspections of investment projects in a systematic manner, conduct an 
evaluation and identify unexpected issues, and thereafter, must report to the 
Foreign Investment Management Committee as well as the Government in 
order to find an appropriate and timely means to resolve: the issues. 

3.	 The Foreign Investment Management Committee is responsible for directing 
the resolution of issues discovered by the inspection with the aim of 
advancing the implementation of Stich agreements as investment projects and 
to ensure that investment lawsand regulations are carried out effectively. 

4.	 In the event the FIMC considers it necessary. to conduct an inspection of a 
specific event, the FIMC must notify the foreign investment enterprise in 
writing at 

;# 

least -; working days in advance. 

Suspen sion or Termination of Projects 

1.	 If the operations of a foreign investment enterprise are found to be in violation 
of the laws of the Lao PDR. this Decree or an investment agreement, the 
FIMC must first notify the foreign investment enterprise in writing of such 
violation and must provide the details of such infringement or violation as 
welI as recommendations for rectifying the violation and a reasonable 
timetable for compliance in accordance with the provisions of the relevant 
laws and regulations of the Lao PDR. 

2.	 . If the foreign investment enterprise fails to comply or does not have serious 
intention to rectify such infringement or violation within the timetable 
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provided in the first notice, the FIMe shall notify in wnung the foreign 
investment enterprise the second time regarding the violation. Such notice 
shall provide the same details as the first notice and may provide additional 
comments or warning as to require the foreign investment enterprise (0 rectify 
the violation. 

3. If the foreign investment enterprise fails to rectify or does 110t fully rectify 
such violation within the timetable provided in the second notice, the FIMC 
may suspend the operations of the foreign investment enterprise by providing 
a written notice of suspension including the details of the basis, the 
infringement and conditions for the foreign investment enterprise to rectify. 

4. If the foreign investment enterprise fai Is to rectify such violation within 90 
(ninety) days from the date of the notice of suspension, the FIMe: may issue a _ 
written	 notice to withdraw the investment license or til terminate the '. J 

operations of the foreign investment enterprise. Such notice shall provide the 
details of the basis or reasons for the termination. Ifthe foreign investor does 
not agree with the withdrawal of the investment license, the investor may 
submit a petition to courts for consideration and decision in accordance with 
laws and regulations. 

5.	 A suspension or termination of operations shall not suspend or terminate any 
relevant duties, taxes, liabilities and losses of the foreign invcstrncnt enterprise 
to the State and private parties. 

6.	 The provisions of this Article shall not prejudice other actions, which may be 
undertaken against the foreign investment enterprise in accordance with the 
laws and regulations of the Lao PDR and any investment agreement signed 
between the investor and the Lao PDR. 

7.	 If it is seen that a foreign investment enterprise, including the Foreign 
Investor, has committed serious violat ions of the laws of the Lao J'DR, the 
FIMe is entitled to order suspension, and thereafter will prepare documents to 
petition a court to conduct case proceed ings in accordance wilh the laws of the 
Lao PDR. 

Article 32: Dissolution of Foreign Investment Enterprises 

1. A foreign investment enterprise shall be dissolved or terminated as follows: 

a. expiration of' the term or the investment license which was no! applied 
for renewal or was no; approved for renewal; 

A 

1. 
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b. by resolution of the shareholders of the foreign investment C11 terprisc 
in accordance with the Busincs: Law; 



rn , . c. in accordance with the Bankruptcy Law; 
:e 
al d. by court order made pursuant to: 
rly 

violations of the Jaws of tile Lao POI< that are not rectified pursuant to 
notices from the FIMC in accordance with Article 31 of this Decree; 

termination of operations by court order. 

·2.	 In tile event of any resolution of the shareholders to dissolve or terminate, the 
foreign investment enterprise shall submit ;1 copy of such resolution to the 
FIMC within 10 business days from the dale of issuance of such resolution 

oo along with ;j letter explaining the reasons for the dissolution or termination of 
~ a the foreign investment enterprise.
 

.he
 
~be 3. Prior to the dissolution or termination of a foreign investment enterprise, the 
»cs	 FIMC must request comments from the relevant sectors to confirm that the 
ay foreign investment enterprise has settled all issues and has performed all of its 
j til obligations in accordance with the laws and ri.gulations of the Lao PDR. 

4. Upon the dissol ution or termination of a foreign investment enterprise, the 
ny FIMe shall withdraw the foreign investment license and notify enterprise 
ise . registration officials and the Tax Department regarding the withdrawal of such 

1icense. Thereafter Enterprise registration officials shall cancel the enterprise 
registration certificate of the foreign investment enterprise, remove the foreign 

be investment enterprise from the enterprise registry, and then notify the genera] 
the public regarding such cancellation by announcement in newspapers and in an 
led official gazelle. As the final step, the foreign investment enterprise shall 

return its company seal to enterprise registration officials. 

.ign 5. Upon completion of the dissolution of a foreign investment enterprise in 
'the accordance with this Decree and the Business Law, the relevant foreign 
; to investor shall be entitled to repatriate capital, funds or other proceeds from the 
the liquidation after performing all obligations according to the laws of the Lao 

PDR. 

Chapter VII 
Dispute Resolution 

Settlement of Disputes between Private Parties 
lied 

1. In the event of any dispute between Foreign Investor (including its foreign 
. employees) and any party other than the Lao PDR regarding any foreign 

rise investment, the disputants shall first seek to settle the dispute through 
consultation or mediation. The FIMC may provide consultation or mediation 
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services, but the FIMC shall not have the authority to make any final or 
binding decision or to use any administrative measure to determine any 
dispute under this Article. 

2.	 If the dispute cannot be resolved through consultation or mediation, the parties 
may submit such dispute to an arbitration agency or a court based upon 
agreement by the parties which may be provided in jhc joint venture 
agreement. However, the steps and procedures must be in accordance with the 
Law on Dispute Resolution or other law; relative to dispute resolution of the 
LaoPDR. 

3.	 During the period when .the dispute is being resolved, any disputant may 
petition the courts to issue injunctions 0" sequestration orders in accordance 
with the Civil Procedure Law to preserve the interests of the disputants 
pending final settlement of the dispute. 

Article 34: Settlement of Disputes between Foreign Investors and the Lao FDR 

.\..'	 I.r, the event of any dispute between a foreign Investor and the Lao POR 
relating to any foreign investment enterprise, or to any written agreement to 
~hich the Lao PDR is 2\ party, the disputants shall first seck: to settle the 
dispute through consultation or mediation. The FIMC may provide 
consultation or mediation services, but the FlMC shal \ not have the authority 
tQ make any final or binding decision or '0 use any administrative measure to 
determine any dispute under this Article. 

2~	 I( the dispute cannot }JI,: resolved through consultation or mediation, the 
dispute shall be settled in accordance with any applicable procedure provided 
i~ the relevant contracts or agreements between the Foreign Investor and the 

lit°PDR. 

3.	 If the applicable procedure is not provided ill the relevant contract or 
agreement, and cannot be agreed upon by the disputants, and if the disputants 
fail to reach an amicable settlement within 3 (three) months from the first 
written request for consultation or medial ion, any of the disputants shall have 
the right to submit the dispute to an international economic arbitration 
organization, and the dispute shall then be finally settled through arbitration in 
a¢conb.ncc with the rulc: agreed upon by the Lao PDR and the Foreign 
Investor among the following alternatives: 

a,	 the Convention PIl the Settlement of Investment Disputes between 
States and Nationals of Other Stales (the "ICSID Convention"), if the 
Lao PDR and the country of the foreign investor arc parties to the 
ICSID Convention at the time of submission of the request for 
arbitration; or 
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b.	 the Arbitration Rules of the United Nations Commission on 
International Trade Law (the "UNCITRAL Rules"); or 

c.	 the Rules of Arbitration of the International Chamber of Commerce 
(the /lICC"); or 

d.	 other dispute resolution methods agreed upon by the Lao PDR and the 
foreign investor. 

3.	 If the following conditions are not provided in the relevant contracts or 
agreements, the disputants must undertake: 

a.	 arbitration proceedings shall be conducted in the Lao language or the 
English language; 

b.	 arbitration proceedings shall be held ill the Lao PDR; 

c.	 arbitration proceedings shall be governed by the laws of the Lao PDR; 
and 

d.	 the arbitration tribunal shall determine the issues III dispute III 

accordance with the laws of the Lao POR. 

Law Governing Foreign Investment Agreements 

An investment agreement shall be governed by the laws of rhe Lao PDR, 
except ifthe parties agree that the investment agreement shall he governed by the laws 
of another country. No matter which laws govern the investment agreement, any 
provision of the investment agreement which is contrary or not consistent with' the 
laws of the Lao PDR at the time .the investment agreement is executed shall not be 
enforceable in the Lao PDR, except if such discrepancy or inconsistency is exempted 
by the National Assembly or another agency which is authorized by the Government 
in accordance with the law.'; of the Lao PDR, 

The c.uitral and local FIMe must strive to encourage foreign individuals and 
juristic entities, which have received investmentapproval to comply with the Law on 
the Promotion ancl Management of Foreign Investment [ill the Lao PDR], this Decree 
and other laws and regulations of the Lao PDR. In the event there is non-compliance 
with such laws, the FIl\tIC must use such measures as warning, suspending investment 
license temporarily, or withdrawing investment license permanently, or if necessary, 
imposing penalties in accordance with regulations. In case of serious violations, [the 
Foreign Investor] must be responsible in accordance with laws and regulations of the 
Lao PDR. 
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Chapter VIII 
Final Provisions 

Article 31.;. A foreign investment enterprise which has received approval from the 
FIMC after the Law on the Promotion and Management of Foreign Investment in the 
Lao PDR No. 01194, dated J4 March 1994, became effective must comply with such 
law. Foreign investment which has received approval prior to this must continue to 
comply with the [Foreign Tnvestment] Law No. 07 issued in 1998, except if the 
investor desires to seek the entitlements provided under the new law. In such case, the 
Foreign Investor must submit a written request in accordance with the form and 
conditions determined by the FIMC within one hundred and twenty (120) days from 
the date the Law on the Promotion and Management of Foreign Investment No, 01/94, 
dated 14 March !994, became effective. 

Article 38: The Foreign Investment Management Committee is assigned t~ 

coordinate with all ministries, ministry-equivalent organizations, local authorities ano> 
other'relevant sectors to effectively implement this Decree. 

Article 39: This Decree is effective from the date of signature onward and replace 
the Decree of the Council of Ministers No. 20/CM, dated 21 March 1989, regarding 
the Implementation of the Foreign IIIvestment Law. 

Any decrees, terms. provisions, regulations, which are contrary to this Decree 
shall be superseded. 

Vientiane, 23 March 200J 

Prime Minister of the Lao PDR 

signature and seal 

Sisavath Keobounphan 

..... 
c.c.J1;)UJJWU, 
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