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Summary

Summary

The purpose of this study is to find the method of reinforcing competency of
utilizing Korea-Viet Nam FTA that came into effect on December 20th, 2015. In
specific, this study analyzes the causes that the utilization rate of K-V FTA is lower
than other FTAs, while Viet Nam and Korea have emerged as a significant trading
partner to each other as the trade volume between the two countries continues to
increase. The final objective of this study is to propose a plan to reinforce
competency of utilizing K-V FTA for the Vietnamese government and enterprises.

The primary meaning of ‘reinforcing competency of utilizing FTA’ is to allow
exporters issue FTA Certificates of Origin (C/O hereafter), lower the tariff burden of
importers through the application of FTA tariff rates, and ultimately to increase the
trade volume between the two countries via FTA. The ultimate aim is to organize
internal and external systems so that exporters (or producers) and importers can
flexibly respond to FTA origin verification with previously issued C/O and tariff
benefits received, thereby receiving conditional FTA tariff benefits in a sustainable
way.

This study was divided into five phases including the questionnaire on local
companies about the utilization of FTA, the survey of actual conditions, the
consulting, the analysis of FTA-related laws and systems in Viet Nam and Korea, and
the proposal of a plan to reinforce competency of utilizing FTA.

This study was conducted in five stages, including survey, survey on current status,
consulting and analysis Viet Nam statute and system related to FTAs and holding
forums. Especially, the main difficulties of utilizing K_V FTA by the Vietnamese
enterprises in this study are as follows: First, there is a need to directly visit a C/O
issuing office to submit documents. Second, there is a lack of C/O issuance offices.
Third, there is difficulty in finding the HS CODE and tariff rate between exporter and
importer. Fifth, there is absence of standard Act for FTA and shortage of FTA-related
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program.

Based on the results of this study, this study suggests the following measures for
reinforcing competency for V-K FTA utilization in terms of the Vietnamese
government and Vietnamese companies.

1. Government’s Direction to Reinforce Competency for FTA Utilization

In order to strengthen the capacity of Vietnamese companies to utilize FTA, the
government plans to introduce electronic issuance system for C/O, increase of C/O
issuing offices, building of database for information on HS CODE and tariff rate
between exporter and importer, Reviewing the introduction of an origin
management system, and reviewing the introduction of FTA-related laws and
regulations

2. Enterprises’ Direction to Reinforce Competency for FTA Utilization

In addition to the government’s plan to reinforce competency for FTA utilization,
each company needs to educate FTA origin management, review implementation of
origin management manual and system, utilize external experts, prepare the HS
code for products and raw materials, mutually verify the HS code with overseas
buyers and domestic suppliers, find ways to manage basic origin management
information for exported products (purchase and sales information), basic origin
management information for exported products (price information) and origin of
products supplied by domestic suppliers, and prepare for periodic origin inspection
process.

2 - Korea Trade-Investment Promotion Agency
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Introduction

Part

1 ) Research Background & Necessities

1. Research Background & Necessities

M Korea, Fourth Largest Destination for Viet Nam’s Exports & Second Largest
Destination for Viet Nam’s Imports

O Korea and Viet Nam have recently emerged as a significant trading partner to
each other, and the trade volume of exports and imports between the
countries has been on the steady rise. In particular, Viet Nam’s exports to
Korea accounted for the fourth largest share and its imports from Korea took
up the second largest share among all the trading countries of Viet Nam.
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Figure 1. Viet Nam’s Export to and Import from Korea
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Figure 2. Korea’s Export to and Import from Viet Nam
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B Korea ranked first for FDI (Foreign Direct Investment) in Viet Nam

O There are 6,532 projects registered as FDI of Korea in Viet Nam, with total
registered equity of 57,659 million USD. Korea is the number one investor
among 125 nations that make investment in FDI projects of Viet Nam.

Table 1. Current Status of FDI Countries in Viet Nam

(Unit: Number of projects, million USD)
Rank Partner Number of Projects Total Registered Equity
1 South Korea 6,532 57,659.54
2 Japan 3,599 49,463.37
3 Singapore 1,967 42,230.00
4 Taiwan 2,535 30,911.72
5 United Kingdom 748 22,576.85
6 Hong Kong 1,275 17,756.82
7 Malaysia 568 12,187.37
8 China 1,812 12,084.31
9 u.s 857 9,875.62
10 Thailand 486 8,640.42
Source: Foreign Investment Agency of Viet Nam

B Increasing Trade Volume, but Low Utilization Rate of Korea-Viet Nam FTA

O The trade volume between the countries has steadily increased, whereas the
utilization rate of the Korea-Viet Nam free trade agreement (KVFTA) was found
to be relatively low, compared to those of the other FTAs.

O The FTA utilization rate for Korea’s export to Viet Nam, as of the first half of
2017, was 35.6% of the fifteen FTAs entered by Korea, which is far below the
average utilization rate of all the FTAs, 65.9%.1

1 Itis the average utilization rate of the FTAs not including the utilization rate of the Korea- Singapore
FTA.
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Figure 3. Korea’s FTA Utilization Rates for Exports per Country
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B Necessity to Analyze Reasons for Low Utilization Rate of KVFTA

O It is required to investigate the reasons for the low utilization rate of the
KVFTA, compared to the increasing trade volume between the countries, by for
example, conducting a survey on difficulties the Vietnamese companies have in
using the FTA.

B Measures Necessary to Increase Utilization Rate of KVFTA

O In 2018, the fourth year from effectuation of the KVFTA, it is necessary to
explore how to increase the utilization rate of the KVFTA so that Vietnamese
companies can be granted additional tariff concessions and post-clearance
benefits of preferential treatment.

2. Research Objectives

W To Find out Difficulties of Viethamese Companies in Utilizing FTA

O To analyze the current status of FTA utilization by Vietnamese companies and
find out difficulties they have utilizing the FTA by conducting surveys of the
companies

8 - Korea Trade-Investment Promotion Agency
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B To Present What Needs to be Improved in Legal and Institutional Environments
to Reinforce Competency for FTA Utilization

O To compare and analyze the FTA utilization environments of Korea and Viet
Nam from legal and institutional points of view in order to present what needs
to be improved to reinforce the competency of Vietnamese companies to
utilize the FTA

B To Present Measures to Reinforce Viethamese Companies’ Competency for FTA
Utilization

O To establish a process for effective FTA utilization and conduct a pilot
consultation for reinforcing the competency of Vietnamese companies to utilize
the FTA

B To Present Method for Government and Companies for Reinforcing Competency
for K-V FTA Utilization

O To present a method for government and companies to increase K-V FTA
utilization and reinforce competency of Vietnamese companies to utilize FTA.

*f'2) Research Scope & Expected Effects

1. Research Scope

This, as research to reinforce the competency for KVFTA utilization, placed focus
on the KVFTA, but if necessary for the research objectives, expanded its scope to
include other FTAs? as well.

2 The FTAs effectuated by Korea or Viet Nam and in force as of 2018
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2. Research Methodology

B Stage 1: Research and Survey into Current Status of KVFTA Utilization

O Consultation with major government agencies such as the Ministry of Industry
and Trade and the General Department of Viet Nam Customs is conducted. The
current status of how local companies in Viet Nam have used the FTA can be
identified through the consultation and cooperation with the agencies,
including FTA-related laws and systems, difficulties in using the FTA at customs
clearance, and cases of denial of preferential tariff treatment.

O A survey is conducted on the current status of KVFTA utilization by six
companies (three in each of southern (Ho Chi Minh) and northern Viet Nam
(Hanoi)).

O Research is conducted to identify the present status of companies by region,
of KVFTA utilization by local and foreign companies in Viet Nam and of
difficulties they have using the FTA. And necessary systems for resolving such
difficulties are examined.

B Stage 2: Survey of Companies in Viet Nam on KVFTA Utilization

O The subjects of a survey are selected through consultation with such
organizations as the Viet Nam’s Ministry of Industry and Trade (MOIT) and the
KOTRA’s trade center.

O With the selected subjects, that is, companies located in southern or northern
Viet Nam, of various sectors such as electrical/electronic appliances,
agriculture, fisheries, textiles, clothing, automobiles, and services, surveys are
conducted.

O Online and offline surveys are conducted in order to identify the current status
of KVFTA utilization, including difficulties in using the agreement.

MW Stage 3: FTA Consultation for Companies in Viet Nam

O Companies that meet certain requirements are selected, such as those
exporting goods to Korea but not issuing certificates of origin or requiring

10 « Korea Trade-Investment Promotion Agency
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consultation in relation with the KVFTA.

O Consultation is given to one company, located in northern Viet Nam (Hanoi),
handling clothing, which is one of the major traded goods of the K-V FTA, and
using the agreement, and to the other, located in southern Viet Nam (Ho Chi
Minh), handling agricultural products, which is one of the promising exports of
the K-V FTA, and preparing for export to Korea.

O Customized one-on-one consultation is conducted about a series of processes
for issuing certificates of origin, and the Korea’s origin management system is
presented.

M Stage 4: Analysis of FTA-Related Laws, Regulations and Systems of Viet Nam

O FTA-related laws, regulations and systems of Viet Nam are examined and
compared with those of Korea so as to present measures to reinforce the
competency to use the KVFTA.

MW Stage 5: Environmental Definition and Method of Reinforcing Competency to
Reinforce FTA Utilization of Vietnamese Companies

O Reinforcement of competency to reinforce FTA utilization of Vietnamese
companies is defined environmentally by establishing corporate FTA
management process. A plan for reinforcing competency is suggested.

W Stage 6: Forums Held on Competency to Use the KVFTA for Government Agencies
and Businesses of Viet Nam, etc.

O A forum is held in each of the major regions of Viet Nam (Hanoi, Ho Chi Minh)
for public officials, businesses and local government agencies, in order to share
the research results including how to reinforce the competency to use the
KVFTA.

11
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3. Expected Effects of Research

B Company’s Enhanced Capability, Stably Increasing FTA Utilization Rate

O To increase the utilization rate of the KVFTA, it is necessary for individual

companies to enhance their own capability of using the KVFTA. The measures
to enhance such capabilities, presented by this research, are expected to
increase the utilization rate of the KVFTA.

W Identification of Difficulties Companies in Viet Nam Have in Using the KVFTA, and

Presentation of Solutions

O There are various types of difficulties the companies in Viet Nam have in using

the KVFTA. This research is to identify actual difficulties they have faced in
utilizing the FTA, exploring methods to resolve such difficulties and ultimately
deriving measures to facilitate the utilization of the KVFTA.

B Suggestion of Measures to Improve Legal and Institutional Environments for

KVFTA Utilization

O Political suggestions can be made to the government, based on the findings

from research and survey into the current status of FTA utilization by
companies in Viet Nam, and analysis of Viet Nam’s FTA-related laws,
regulations and systems. Such suggestions include measures to improve the
legal and institutional environments for the KVFTA.

B Suggestion of tasks for FTA utilization of Vietnamese companies

O Tasks for companies to increase K-V FTA utilization are suggested, such as

12 .

enhancement of attention of corporate managers to FTA, appointment of
persons in charge of managing origin, utilization of the origin management
system and preparation of work manual.
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K-V Economic Cooperation Project
Raising Awareness of Vietnam-Korea FTA

—
o
02

Analysis of Utilization Rates of
KVFTA for Exports and Imports

—

Part 1 Significance of KVFTA

Part 2 Korea's Exports to Viet Nam & FTA
Utilization Rate

Part 3 Viet Nam’'s Exports to Korea & FTA
Utilization Rate

Part 4 Implications of Analysis on KVFTA
Utilization Rate



Chapter 2
Analysis of Utilization Rates of KVFTA for Exports and Imports

Analysis of Utilization Rates of
KVFTA for Exports and Imports

Pa"m Significance of KVFTA

1. Significance of KVFTA

B First Upgrade-Type Agreement with an Individual Country of the Contracting
Parties in KAFTA

O The K-V FTA is the first upgrade-type agreement of Korea that focuses on items
of the unopened sectors in the Korea-ASEAN FTA (K-ASEAN FTA).

B Improvement in Liberalization of KAFTA

O The KVFTA, the fifteenth FTA Korea has concluded, will improve the
unbalanced concessions on commodities under the KAFTA.

O In the KVFTA, based on the concessions under the KAFTA, the parties agreed
to eliminate tariffs through much more market-opening: Korea eliminating
tariffs on 94.7% (+3.0%P) and Viet Nam on 92.4% (+6.1%P) based on the

amount of importation.
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Table 2. KVFTA Liberalization Rates

KVFTA
Total
KAFTA o
Additional Market ||+ 13-5 vears| 7~10 Years| OV®" 10 Total |Openness
Opening Years
91.7% | Amount of Importation | 1.3% 0.9% 0.8% 0.004% | 3% 94.7%
Korea

11,169 Number of Items 91 350 55 3 499 11,668

86.3% | Amount of Importation | 1.2% 2.0% 2.8% 0.1% 6.1% 92.4%
Viet Nam

8,245 Number of Items 65 65 141 3 272 8,517
Source: The text of the KVFTA

2. Comparison of KVFTA and KAFTA

Korea and Viet Nam have entered two free trade agreements with each other:
KVFTA and KAFTA. Exporting or importing companies in each of the countries can
select and use an agreement with more favorable tariff rates depending on the
goods they handle.

A. Effectuation

B The KAFTA, effectuated in June 2007, saw the twelfth year in 2018 from the
effectuation, while the KVFTA, effectuated in December 2015, reached the fourth
year in 2018 from the effectuation.

B. Tariff Concessions on Goods

B Industrial Products

O Under the KVFTA, Korea opened its markets for 235 items on which the KAFTA
maintains fixed tariff rates with no tariff reduction or elimination.

O Viet Nam opened its markets for major industrial products which have
relatively low degrees of liberalization in the KAFTA.

W Agricultural Products

O Korea further opened its markets for products with low sensitivity levels or of
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the Sensitive Track in the KAFTA (additional opening for 122 items out of 525
ones of the Sensitive and Highly Sensitive Tracks in the KAFTA).

C. Rules of Origin

B Improvement in Rules of Origin

O The KVFTA improved the product specific rules of origin, compared to the
KAFTA, thus making it easier to meet the rules.

Table 3. Major Provisions of Product Specific Rules of Origin under KVFTA

Business Product Specific Rules of Origin under KVFTA

The wholly obtained or produced (WO) criterion for most fresh
agricultural and fishery products, and improvement in the criterion
Agricultural Products (Change in Tariff Classification (CTC) or added value criterion) for
processed agricultural and fishery products with high probability of
Korea’s exportation (ex. sweetened condensed milk, lactose)

Almost the same levels as the KAFTA except for allowing flexibility for
some textiles (e.g. curtains and blankets)

The Change of Tariff Sub-Heading (CTSH) or added value criterion (RVC
40%) for Korea’s major items of interest (ex. washing machines,
refrigerators) (more flexible than the KAFTA)

Textiles & Clothing

Machinery & Electrical/
Electronic Appliances

The added value criterion (RVC 45%) for finished automobiles (same
level as the KAFTA), and the Change of Tariff Heading (CTH) criterion
for auto parts (ex. gear box, axle) (improved convenience of the
concerned industry)

Automobiles

Source: Press Release by the Ministry of Trade, Industry and Energy

MW Eased Conditions on Exemption from Submitting Certificates of Origin

O The KVFTA simplifies the procedure for preferential tariff application by
improving the conditions on exemption from the obligation of submitting
certificates of origin. The exemption is applied for the good worth 200 dollars
or less in the KAFTA, while it is applied for the good worth not more than 600
dollars. In addition, according to the KVFTA, a certificate of origin is to be
submitted only when required by the customs authorities of the importing
country
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B Extended Period for Reply to Verification Request

O The KAFTA provides that the customs authorities of the exporting country have
to reply to the verification request within two months, but the period has been
extended to six months in the KVFTA, which decreases the risk of denial of
preferential tariff treatment owing to the authorities’ late reply.

B Stipulation of Post-Importation Claim for Preferential Tariff Treatment

O The KVFTA clearly stipulates that an importer may make a post-importation
claim for preferential tariff treatment within one year from importation (Article
3.16, Chapter 3). The other FTAs than the KVFTA, however, do not provide for
such post-importation claim but require applicable laws of the contracting
parties to be applied.

O Therefore, an importer is required under the other FTAs to submit a certificate
of origin and make a claim for preferential tariff treatment at the time of
import declaration.

Table 4. Comparison of KVFTA and KAFTA

KVFTA KAFTA
Effectuation Effectuated in Dec. 2015 Effectuated in June 2007
Concessions on Further opening for industrial products (235)
Goods and agricultural products (122) under the KVFTA

The product specific rules of origin improved,

Rules of Origin making it easier to meet the rules under the KVFTA

Exemption from

. Good worth 600 dollars or less Good worth 200 dollars or less
Submission

Period for Reply to

Verification Request Within 6 months Within 2 months

Post-Importation
Application of FTA

No provision in the agreement

Within one year from importation (applicable laws of contracting parties)
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3. Effects of K-V FTA Effectuation

M Increased export volume of both countries for concession items of K-V FTA

B Based on the fact that both Viet Nam’s export to Korea and Korea’s export to Viet

Nam were increased in 2017 for concession items of the K-V FTA, the effectuation

of the K-V FTA seems to have positive effects on the export volume between the

two countries.

No. Item 2016 2017 Change

1 Textile and clothes 2,899 3,110 7.2%
2 Marine products 1,098 1,302 18.6%
3 Wood products 979 1,022 4.3%
4 All types of shoes 674 751 11.3%
5 Coffee 202 209 3.3%
6 Vegetables 75 127 69.3%
7 Textile, clothes, leather and shoe materials 70 107 52.2%
8 Textile and fabrics 50 66 3L.7%
9 Bakery and cereal products 38 42 9.4%
10 Rubber 17 23 35.3%

Source: General Department of Viet Nam Customs

No. Item 2016 2017 Change

1 Machines, facilities, tools and spare parts 4,172,266,705 4,263,303,127 2.18%
2 All types of fabrics 637,657,009 658,938,109 3.34%
3 Electrical products and parts 14,725,049 18,669,360 26.79%
4 Perf“mfjéec‘ij‘gﬁti;rgéi‘igts and 26,366,584 | 26483776 0.44%

Source: General Department of Viet Nam Customs
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Part

2 ) Korea’s Exports to Viet Nam & FTA Utilization Rate

1. Analysis of Change in Korea’s Exports to Viet Nam

M Increased Exports to Viet Nam
O Korea’s exports to Viet Nam have continued increasing since 2012.

O Particularly, the exports amounted to 32,630 million dollars in 2016 when the
KVFTA, effectuated in December 2015, started to be fully utilized, and in 2017,
rose up to 47,749 million dollars, a 46.3% increase from the previous year.

Table 5. Change in Korea’s Export to Viet Nam before and after Effectuation of KVFTA

(Unit: Million USD, %)

Before Effectuation After Effectuation

2012 2013 2014 2015 2016 2017

Value 15,946 21,088 22,352 27,771 32,630 47,749
Increase Rate 18.4 32.2 6.0 24.2 175 46.3

Source: Korea International Trade Association

M Viet Nam, Ranking High in Value of Korea’s Exports among Contracting Parties of
FTAs with Korea

Table 6. Ranking of Korea’s Exports to Countries

(Unit: Thousand USD, %)
2016 2017
Rank Count
ry Value of Exports Incrfaase/Decrease Value of Exports Incrfease/Decrease
in Exports in Exports
Total 350,425,872 -6.6 415,590,798 18.6
1 China 124,432,941 -9.3 142,115,180 14.2
2 us 66,462,312 -4.8 68,610,739 3.2
3 Viet Nam 32,630,457 175 47,749,153 46.3
4 Australia 7,500,743 -30.7 19,851,353 164.7
5 India 11,596,286 -3.6 15,055,940 29.8
Source: Korea International Trade Association
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O Viet Nam ranked third in the value of Korea’s exports in 2017, out of the

contracting countries of the FTAs with Korea.3

Table 7. Ranking of Korea’s imports from Countries

(Unit: Thousand USD, %)

2016 2017

Rank Country Value of Imports Incrﬁ]aslzgsﬁtrsease Value of Imports Incrﬁ]aslzgsﬁtrsease
Total 350,425,872 -6.6 415,590,798 18.6

1 China 124,432,941 -9.3 142,115,180 14.2
2 us 66,462,312 -4.8 68,610,739 32
3 Viet Nam 32,630,457 17.5 47,749,153 46.3
4 Australia 7,500,743 -30.7 19,851,353 164.7
5 India 11,596,286 -3.6 15,055,940 29.8

Source: Korea International Trade Association

B Listed among top importing countries of Korea among FTA countries

O Based on the import volume in 2017, Viet Nam was ranked sixth among

countries that signed an FTA with Korea.

Table 8. Comparison of Import Volume Among Countries

(Unit: Thousand USD, %)

. Name of 2016 2017 (December)
Country Import Volume Change Import Volume Change
Total 406,192,887 -6.9 478,478,296 178
1 China 86,980,135 -3.6 97,860,114 12.5
2 Japan 47,466,592 35 55,124,725 16.1
3 u.s 43,215,929 -1.8 50,749,363 174
4 Germany 18,917,005 -9.7 19,748,687 44
5 Australia 15,175,870 -1.7 19,159,711 26.3
6 Viet Nam 12,495,154 274 16,176,992 29.5

Source: Korea International Trade Association

3 Korea has a total of fifteen FTAs signed and in effect

as of present.
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2. Korea’s Utilization Rates by FTA and Current Status of KVFTA
Utilization

B Korea’s Utilization Rates by FTA

O As of the first half of 2017, the Korea’s utilization rate of the KVFTA for exports
was 35.6%, which is relatively low, compared to the average utilization rate for
exports of all the FTAs entered by Korea, 65.9%.

O As of 2017, the Korea’s utilization rate of the KVFTA for imports was quite high,
85.2%, compared to the average utilization rate for imports of all the FTAs

entered by Korea, 70%.

Table 9. Korea’s FTA Utilization Rates for Exports and Imports by Country

(Unit: Thousand USD, %)

Exports Imports

(As of First
Half of 2017) Total Value BenZIiﬁiary C/(\;all:s‘iu:rice Utigﬁ:ion Total Value Ben:iﬁiaw C/gall:si::ce Utig:i:‘ion
Chile 81,777 765,338 599,678 78.4% 1,898,037 1,017,071 1,010,998 99.4%
EFTA 1,955,010 133,694 102,772 76.9% 1,923,601 1,663,271 1,012,054 60.8%
ASEAN4 22,926,827 7,934,058 3,540,036 44.6% | 18,338,998 8,861,388 5,566,339 62.8%
India 7,129,818 | 4,194,966 | 2,805,860 66.9% | 2,542,020 | 2,157,869 | 1,295,086 60.0%
EU 27,932,608 | 14,841,826 | 12,620,250 85.0% | 27,538,349 | 21,804,407 | 16,252,979 74.5%
Peru 397,118 194,244 151,343 77.9% | 1,042,062 329,690 194,022 58.8%
us 34,012,841 | 20,290,036 | 16,760,691 82.6% | 26,015,376 | 13,600,362 9,483,405 69.7%
Turkey 2,837,188 | 2,097,175 1,599,150 76.3% 335,845 214,395 142,864 66.6%
Australia 12,068,733 2,169,269 1,738,071 80.1% 9,686,427 4,005,337 2,480,305 61.9%
Canada 2,551,879 1,609,468 1,509,080 93.8% 2,600,290 864,066 706,097 91.7%
China 65,494,553 | 16,539,836 6,920,829 41.8% | 47,707,798 | 18,969,120 | 12,460,186 65.7%
New Zealand 660,952 138,770 52,050 37.5% 638,367 387,863 328,028 84.6%
Viet Nam 23,295,946 5,082,320 1,811,653 35.6% 7,264,742 4,220,334 3,594,003 85.2%
Columbia 424,308 400,770 149,040 37.2% 381,600 90,927 80,769 88.8%
Total 202,469,531 | 76,391,770 | 50,360,502 65.9% | 147,913,512 | 77,841,807 | 54,454,015 70.0%

Source: Korea Customs Service

4 Viet Nam is excluded from the ASEAN.
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B Current Status of KVFTA Utilization

Figure 4. KV FTA Utilization Rates of Companies in Korea
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Source: Korea Customs Service

O The utilization rate of the KVFTA has continued increasing for both exports and
imports: the rate for exports was 36.9% in 2016 and 50.4% in 2017; and the
rate for imports was 69.6% in 2016 and 74.0% in 2017.

B KVFTA Utilization Rates by Industry

O The KVFTA utilization rate was found out to be high in the textile industry for
both exports and imports. For exports, the rate was high in the sectors of steel,
electrical/electronic appliances, machinery and industrial products, while for
imports, the rate was high in the industry of agricultural and fishery products.

O The reason for the marked utilization in the textile industry is not only the
increased demand for raw materials for clothing but the reduced tariff rates
under the FTA. The importers benefited from the reduced tariff rates on textiles
including knitted fabrics, which helped them to have advantage in securing the
liquidity of funds.
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Table 10. KVFTA Utilization Rates by Industry

Exports of FTA| Utilization |Imports of FTA| Utilization

Beneficiary Rates for Beneficiary Rates for

Goods Exports Goods Imports
Agricultural & fishery products 92,395 40.0 707,539 92.6
Mineral products 904,414 16.1 95,519 50.3
Chemical products 606,422 51.7 198,271 45.1
Plastic rubber & leather products 573,088 23.5 50,928 84.4
Textiles 1,409,715 30.6 1,471,990 95.3
Household products 236,156 29.1 646,767 86.0
Steel/metal products 409,169 54.1 87,424 76.5
Machinery 495,849 49.9 157,706 76.3
Electric/Electronic appliances 349,921 58.8 803,596 76.1
Miscellaneous products 5,191 58.3 594 43.0
Total 5,082,320 35,6 4,220,334 85.2

Source: Korea Customs Service

Pa"'A3 ) Viet Nam’s Exports to Korea & FTA Utilization

Rate

1. Analysis of Change in Viet Nam’s Exports to Korea

M Increased Exports to Korea

O Viet Nam’s exports to Korea also have continued increasing since 2012.
Particularly, the exports amounted to 11,406 million dollars in 2016 when the
KVFTA, effectuated in December 2015, started to be fully utilized, and in 2017,
rose up to 12,152 million dollars.
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Table 11. Change in Viet Nam’x Exports to Korea before and after Effectuation of KVFTA

(Unit: Million USD, %)

Before Effectuation After Effectuation

2012 2013 2014 2015 2016° 2017

Value 5,581 6,618 1,144 8,921 11,406 14,823
Increase Rate 184 18.6 79 24.9 279 30.0

Source: General Department of Viet Nam Customs

W Listed among top importing countries of Viet Nam

O Among major importing nations of Viet Nam, Korea was ranked second next to
China (as of 2017).

Table 12. Comparison of Imports Volume Among Countries

(Unit: Million USD, %)
2016 2017
Rank |~ Country Value of Imports Incr;aslt:élsg:itrsease Value of Exports Incr;aslzgzﬁtrsease
Total 174,804 5.6 211,107 20.8
1 China 50,019 1.0 58,229 16.4
2 Korea 32,163 16.4 46,734 453
3 Japan 15,064 49 16,592 10.1
4 Taiwan 11,235 2.2 12,707 13.1
5 Thailand 8,849 6.9 10,495 186
Source: General Department of Viet Nam Customs

M Korea, Ranking High in Value of Viet Nam’s Exports among Major Trading

Countries of Viet Nam

O Following Japan, Korea ranked fourth in the value of Viet Nam’s exports in

2017, out of the major trading countries of Viet Nam.

5 Viet Nam has a total of ten FTAs signed and in effect as of present.
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Table 13. Comparison of Export Volume Among Countries

(Unit: Million USD, %)

2016 2017

Rank | Country Value of Exports Incrie:s;{ Es:trsease Value of Exports Incr:e:sEe)i Ece):trsease
Total 176,581 9.0 214,019 212

1 us 38,450 149 41,607 8.2
2 China 21,960 283 35,463 61.5
3 Japan 14,671 3.8 16,841 14.8
4 Korea 11,406 27.8 14,823 30.0
5 Hong Kong 6,088 -12.5 7,583 245

Source: General Department of Viet Nam Customs

2. Viet Nam’s Utilization Rates by FTA and Current Status of FTA

Utilization

B Utilization rate of Viet Nam for each FTA

O The number and amount of overall FTA C/O issued by Viet Nam is continuously
increasing, but the ratio of C/O for the K-V FTA to the overall amount of FTA

C/O was decreased from 27% in 2014 to 23% in 2017.

Table 14. Scale of FTA Export of Viet Nam to Each Country

(Unit: Thousand sets, million USD)
Category 2013 2014 2015 2016 2017
No. issued 323.09 345.53 401.08 499.34 625.90
Overall FTA C/O
Amount 22,230 19,610 22,220 26,550 33,420
No. issued 76.27 85.88 96.93 125.87 159.84
South Korea

Amount 5,570 5,200 5,310 6,360 7,620
No. issued 65.66 67.62 76.33 96.12 111.39

ASEAN
Amount 5,360 4,020 4,300 5,320 6,540
| No. issued 74.99 84.64 94.73 109.48 122.90

apan
P Amount 4,880 4,510 4,890 5,160 5,830

Source: Viet Nam Ministry of Industry and Trade
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Table 15. Utilization Rate of FTA Export of Vietnam to Korea

(Unit: Million USD)

Category 2013 2014 2015 2016 2017
Overall FTA C/O (A) 22,230 19,610 22,220 26,550 33,420
South Korea (B) 5,570 5,200 5,310 6,360 7,620
Ratio (B/A) 25% 27% 24% 24% 23%

Source: Viet Nam Ministry of Industry and Trade

Figure 5. FTA Utilization Rate of Viet Nam’s Import by Countries
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B Composition of Viet Nam’s FTA export to Korea

O Looking at the composition ratios of overall K-V and K-ASEAN FTA export, the
textile industry takes up the highest ratio, followed by marine products, shoes
and wood industry.
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Table 16. Composition of Viet Nam’s FTA Export to Korea

(Unit: Million USD)

2015 2016 2017
Category
Amount Ratio Amount Ratio Amount Ratio
Textile and clothes 1,500 29% 1,700 26% 2,300 31%
Marine products 505 9% 556 9% 714 10%
Shoes 320 6% 455 % 405 5%
Wood 306 6% 384 6% 549 7%
Machines and 260 5% 347 6% 543 %
equipment
Transport means 209 4% 332 5% 225 3%
Phones 195 4% 213 3% - -
Other products 2,000 37% 2,400 38% 2,900 37%
Total 5,295 100% 6,387 100% 7,636 100%

Source: Viet Nam Ministry of Industry and Trade

" £, ) Implications of Analysis on KVFTA Utilization Rate

1. Trade Volume with Contracting Countries of KVFTA, but Low FTA
Utilization Rate

W As of 2017, after effectuation of the KVFTA on December 20, 2015, Korea’s exports
to Viet Nam increased by 46.3% year on year, and Viet Nam’s exports by 28.8%
year on year. The KVFTA is thought to have played a major role in increasing the
trade volume between the countries.

B As of 2017, Viet Nam is the third largest destination for Korea’s exports and the
eighth largest destination for Korea’s imports, while Korea is the fourth greatest
destination for Viet Nam’s exports and the second greatest destination for Viet
Nam’s imports. It can be estimated that the trade between the two countries has
substantial effects on their economies.
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W In particular, the increasing trend in exports to Korea since effectuation of the
KVFTA in December 2015 makes it clear that the KVFTA has led to increasing
exports to Korea. However, it should be pointed out that the utilization rate of
the KVFTA is still low, compared to the increasing trade. In line with the increase
in the trade volume, it is necessary to look for ways to create an environment
in which more exporters of Viet Nam can utilize the FTA.

2. A Trend Toward Gradual Increase of KVFTA Utilization Rate

B The KVFTA, as an upgrade-type agreement of the KAFTA, was less utilized than
the KAFTA after coming into effect, but over time, there has been a steady trend
toward an increasing utilization rate. Specifically, there has been a noticeable
increase in exports of goods in the sectors on which the KVFTA grants
concessions.

B Given the situation, it is necessary to maximize the utilization rate of the KVFTA
by for example, identifying the difficulties exporters or importers face in using the
FTA, helping reinforce their competency.

3. Low Utilization Rate of KVFTA, Compared to Other FTAs

B The reasons for a low utilization rate of the KVFTA, compared to those of the
other FTAs, are described below. Analyzing such reasons helps to derive practical
and realistic measures to improve the utilization rate.

B Companies More Familiar with KAFTA

O Since the KAFTA was effectuated earlier than the KVFTA, such companies that
had obtained a certificate of origin under the KAFTA, showed a tendency to use
the more familiar KAFTA.

O For example, a company “A,” which was visited for a survey in this research,
had used the KAFTA even though the preferential tariff treatment granted
under the KVFTA is the same as that of the KAFTA. The company, when asked

29



K-V Economic Cooperation Project
Raising Awareness of Vietnam-Korea FTA

the reason for using the KAFTA, instead of the KVFTA, answered, “That’s
because it is the agreement we have used, and unless otherwise requested by
the buyer, we will continue to use the KAFTA.”

B Complicated Procedure to Issue Certificate of Origin

O An exporter or producer is allowed to issue a certificate of origin under other
FTAs, while the KVFTA specifies certain authorities that are allowed to issue a
certificate of origin, which makes it costly and time-consuming to issue a
certificate. Such a complicated procedure for issuing certificates of origin is one
of the reasons for a low utilization rate.

Table 17. Korea’s FTA Utilization Rates for Exports Depending on C/O Issuance Methods

(As First Half of 2017) Self-Issued C/Os Authority-Issued C/Os

Average FTA Utilization Rate for Exports 75.68% 27.37%

Source: Korea Customs Service

B Necessities to Take Measures to Maximize KVFTA Utilization Rate at Corporate/

Government Level

O Individual companies have to make efforts to comprehend the KVFTA so as to
benefit from the agreement, thus having advantage at a trade contract.
Analyzing the applicability of the FTA to the goods they export to Korea, the
companies need to make efforts to reinforce their own capabilities.

O In order for companies to benefit properly from the FTA, the government
should not only conduct FTA promotional activities and improve related
systems but also keep FTA-related information available, such as information

on HS code, preferential tariff rates, and rules of origin.
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Surveys to Reinforce
Competency for FTA Utilization

Part

m Survey on Current Status to Reinforce the
Competency for FTA Utilization

1. Purpose of Survey

B The purpose of the survey is to examine the actual procedures for companies
located in Viet Nam to obtain a certificate of origin and be granted preferential
tariff treatment, to identify the difficulties they have during the procedures and
to qualitatively investigate the current status of FTA utilization and the difficulties
in using the agreement.

MW In addition, the survey is to identify how the government agencies and companies
of Viet Nam see and understand FTA-related laws, regulations and systems.

2. Survey Subjects and Methods

A. Survey Subjects

B Government Agencies of Viet Nam
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O Purpose of Visit: To check the utilization rates of KAFTA and KVFTA by
in Viet Nam, analyze current FTA-related laws, regulations and

O Agencies to Visit: Viet Nam’s Ministry of Industry and Trade (MOIT), General

companies

systems, and identify the differences between works to issue certificates of

origin for preferential tariff rates and non-preferential rates.

Department of Viet Nam Customs, Viet Nam Chamber of Commerce and

Industry (VCCI)

B Companies Located in Viet Nam

O Of the companies that have used or are planning to use the FTAs, seven

Vietnamese firms and seven foreign ones in Viet Nam are selected and visited

(nine firms

in northern Viet Nam and five ones in southern Viet Nam).

Figure 6. Method to Select Survey Subjects

Cooperate with rel t agencies such as the MOIT and KOTRA.
Obtain the lists of companies by region and by industry.

Select companies according to the selection criteria.

CRITERIA

DEVELOPMENT

(1) Companies that obtains C/Os under the FTA (or with difficulties in obtaining them)

(2) Companies engaged in export/import transactions with those in Korea

() One company per business sector (five firms in each of southern and northern Viet Nam)

Business Sector: Textiles and clothing; Electric and electronic appliances; Industrial parts; Auto parts;
Household goods

6 firms in northern Viet Nam and 4 ones in southern Viet Nam

(6 VI busi and 4 foreign ones in Viet Nam)

Of the firms responding to the survey, 2 ones were selected.

{+ 1 Vietnamese business and 1 foreign business in Viet Nam)

IN TOTAL: Visits to 7 Vietnamese Companies and 7 Foreign Ones in Viet Nam.
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Table 18. Classification of Survey Subjects

(Unit: Number of Companies, %)

Classification

No. of Companies

Percentage (%)

Vietnamese Company 7 50
Foreign Company in Viet Nam 7 50
Total 14 100

Table 19. Classification of Survey Subjects by Business Sector

(Unit: Number of Companies, %)

Classification

No. of Companies

Percentage (%)

Electric and Electronic Appliances 2 14
Agricultural and Fishery Products 4 29
Textiles and Clothing 3 21
Automobiles and Auto Parts 2 14
Service 1 7

Others 2 14

Total 14 100

B. Survey Methods

W Visits to Companies to Conduct an Interview Using a Checklist

Table 20. Checklist for Survey

Checklist Questions

Does the company handle goods?

If handling goods, does the company import or export them after the purchase?
Type of 5
Business Does the company produce goods?

Transactions | If producing goods, does the company import raw materials to be used for

products?

If producing goods, does it export part or all of them?
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Table 20. Continued

Checklist Questions
Are you preparing and keeping FTA supporting documents?
FTA-Related . . .
Do the documents you are keeping conform to those required by the FTA (Bill
Documents - - . L . .
Keeping of Material, Cost and Production Statement (origin verification questionnaire))

Are the documents kept for the FTA-designated period (5 years)?

Manufacturing

Is the company equipped with manufacturing plants and equipment?

Is the company operating any work or process that is above insufficient working
or processing (sufficient working or processing)?

Line Are any raw materials not specified in the bill of material under the FTA used

in manufacturing?
Have any of the raw materials specified in the bill of material ever not been
used in manufacturing?
Where are the major importers of the goods?
If Korea is one of the major importers, is the company using the KVFTA?
If Korea is one of the major importers, is the company using the KAFTA?
Where are the major destinations for exports?

Customs If Korea is one of the major destinations for exports, is the company using the

Clearance Data | kyFTA?
Analysis

If Korea is one of the major destinations for exports, is the company using the
KAFTA?

Is tariff classification made properly?

Is there any case that the company applies a local tariff rate even though it is
higher than a preferential tariff rate under the FTA?

FTA Utilization

Is the company using the KVFTA?

If the KVFTA is not used, what is the main reason for that?

Is the company using the KAFTA?

If the KAFTA is not used, what is the main reason for that?

Is there any difficulty in obtaining a certificate of origin?

If there are difficulties, what is the biggest difficulty?

Is there any system you want to be introduced in relation to FTA utilization?

Is there any area on which the company needs a consultation in relation to FTA
utilization?
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B The first survey, from December 11, 2017 to December 21, 2017, was conducted
in order to identify the current status of FTA utilization and difficulties in using
the FTA.

B The second survey, from March 4, 2018 to March 10, 2018 was conducted to
confirm how the results of the first survey and the data obtained from
government agencies and companies in Viet Nam are applied at business sites
and to find actual cases of such application.

Table 21. Survey Methods

1% Survey 2" Survey
Period Dec. 11, 2017 - Dec. 21, 2017 Mar. 4, 2018 - Mar. 10, 2018

« Of the companies responding to the
survey, 2 ones selected
« Other 2 firms using the FTA

+ 6 Vietnamese companies

Subjects |, 4 foreign companies in Viet Nam

Method An interview using a checklist

To confirm the results of the first survey
and examine actual cases of FTA
utilization

To identify the current status of FTA

Purpose utilization

3. Findings from Survey on Current Status

Table 22. Companies in Northern Viet Nam (Hanoi)

No. Company Findings from Survey

Current Status:
 Exports to 60 countries including the U.S., Europe and Korea
« For exports to Korea, certificates of origin are issued under the KVFTA.

Difficulties:
« Insufficient information and training regarding the new FTA
- Difference between the HS codes of importers and exporters

1 Garco 10

Current Status:

« Exports to the U.S. and Korea, etc.

Kee E « For exports to Korea, certificates of origin are issued under the KVFTA.
ee Eun

2 Trading Difficulties: ‘ - N

« Time-consuming to obtain a certificate of origin
+ Low accessibility to the office that issues a certificate of origin
« Costly to use an issuance agency
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Table 22. Continued

No. Company Findings from Survey
Current Status:
« A toll processing company, whose products are all exported to Korea
« For exports to Korea, certificates of origin are issued under the KVFTA.
3 Dae Yang
Garment Difficulties
« Time-consuming to obtain a certificate of origin
+ Low accessibility to the office that issues a certificate of origin
« Costly to use an issuance agency
Current Status
« Imports from China and Korea, etc. / All imported goods are sold for
domestic supply.
Hyundai + The FTA not used for imports
4 | Thanh Cong
Viet Nam Reasons for Not Using the FTA
+ Many of the goods the company handles correspond to those requiring
the tariff rates to be eliminated over a long period of time.
 Few benefits from the preferential tariff rates on the goods
Current Status
* Besides to products sold domestically, exports to 70 countries including
Korea
Hanoi Trade | « For exports to Korea, certificates of origin are issued under the KVFTA or
5 Corporation KAFTA.
(HAPRO)
Difficulties
« Time-consuming to obtain a certificate of origin
* A request for an electronic procedure to issue a certificate of origin
Current Status
+ Goods are all exported to Korea.
« For exports to Korea, the KAFTA is applied.
6 KEFICO
Difficulties
e Form D and Form E are issued so that the raw materials supplied
domestically can be recognized as originating materials.
Current Status
+ A forwarding company that exports to a number of countries including
Korea
. ABK VINA « The K-V or KAFTA is applied according to a client’s request.
Logistics Difficulties
« Time-consuming to obtain a certificate of origin
* It directly submits documents to obtain a certificate of origin.
+ There is an internal department in charge of certificate issuance.
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Table 22. Continued

No.

Company

Findings from Survey

Samwon
International

Current Status
+ Goods are all exported to Korea.
« For exports to Korea, certificates of origin are issued under the KVFTA.

Difficulties

« Tariff classification is difficult to understand in the case of mixed
products.

- Difference between the HS codes of importers and exporters

Hi-tech Hanoi

Current Status

* Imports from Korea / Domestic supply to EPE

« For imports from Korea, the preferential tariff rates are applied under the
KVFTA.

Difficulties

« When preferential tariff rates were applied, it had experienced a case of
delayed customs clearance.

* Delayed owing to the duty to submit the original certificate of origin

Table 23. Companies in Southern Viet Nam (Ho Chi Minh)

No.| Company Findings from Survey
Current Status
» Goods are mostly for domestic supply, and some are exported.
« For exports to Korea, certificates of origin are issued under the K-V or
1 | CAN Chemical KAFTA.
Difficulties
« When raw materials were imported, a certificate of origin supplied by the
exporter was sometimes not accepted.
Current Status
+ Exports to about 20 countries including the U.S, Canada and Korea
5 Seaprimexco | * For exports to Korea, certificates of origin are issued under the KAFTA.
Viet Nam | pifficulties
+ Time-consuming to obtain a certificate of origin
« A request for an electronic procedure to issue a certificate of origin
Current Status
+ Exports to about 30 countries including Cuba, Brazil and Myanmar
« Certificates of origin were issued under the KAFTA for exports to Korea
3 Dien Quang in the past.
Lamp Difficulties

« Difficult to check the preferential tariff rates applicable to trading
countries
A request to build a practical website
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Table 23. Continued

No. | Company Findings from Survey

Current Status

« Exports to various countries including Korea

| + The K-V or KAFTA is used by comparing their preferential tariff treatments
4 | Thao Hein or according to a customer’s request.

Difficulties
- Difference between the HS codes of importers and exporters

Current Status
« Exports mainly for the EU and Australia, and additional exports to Korea, etc.
Tropical « For exports to Korea, certificates of origin are issued under the KVFTA.

Fruit | pifficulties
+ Some verification visits were made directly to the farm without giving notice
to the exporter.

4. Difficulties in Using FTA, Found from Survey

B Required to Directly Submit Documents for C/O Issuance

O Online application for issuance of a certificate of origin is allowed through the
ECOSYS, but an importer is required to visit an issuing office to obtain the
certificate.

O It takes time to have a certificate issued, including the time taken to visit the
issuing office.

B Low Accessibility to C/O Issuing Office

O The companies answered that since it was required to submit documents
directly to an issuing office, it was costly and time-consuming to obtain a
certificate of origin.

O Where the accessibility to an issuing office was very low, many companies
obtained a certificate of origin through an internal department in charge of
certificate issuance or an agency to handle the work.

O Of the companies interviewed in the survey, there were exporting companies
as well as forwarders that provide certificate issuance service for small-sized
enterprises.
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W Difficult to Check Preferential Tariff Rates under the FTA Applicable to Trading
Country

O There is a shortage of sources (such as websites) to check for preferential tariff
treatments under the FTA applicable to a trading country.

O Therefore, they cannot but depend on the information a customer of Korea
supplies, or there is a risk that preferential tariff treatments are not granted in
the case of new goods.

B Difference between HS Codes of Importers and Exporters

O Difference between the HS codes of the importer and the exporter delays the
customs clearance of an importing country from time to time.

O (Case) Viet Nam uses 8-digit HS code, while Korea uses 10-digit numbers. Since
the HS code system is different between the countries, a certificate of origin
including 8-digit HS code was sometimes not accepted in Korea, delaying the

customs clearance.

O Viet Nam has the provisions regarding issuance of certificates of origin for
goods with a different HS code system.6 It seems, however, difficult to
cooperate with Korea or that companies have low awareness of the provisions.

B Duty to Submit the Original of C/O at Import Clearance

O In Viet Nam, it is mandatory to submit the original of a certificate of origin at
import clearance so as to apply preferential tariff rates, which can delay the

clearance.

O In Korea, for prompt clearance, a copy of a certificate of origin is to be
submitted in principle so as to apply preferential tariff rates.

6 Article 9-3 of Circular No. 06/2011/TT-BCT
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£ 2 ) Survey to Reinforce the Competency for KVFTA
Utilization

1. Purpose of Survey

W To identify the current status on FTA utilization by companies in Viet Nam, their
understanding of the KVFTA, and the difficulties they have faced using the FTA

B To examine how the government agencies of Viet Nam assist in increasing the
FTA utilization and to establish ways for future assists

2. Survey Subjects and Methods

A. Survey Subjects

B Method to Select Survey Subjects

Figure 7. Method to Select Survey Subjects

N
« Cooperate with related local agencies such as KOTRA.
+ Use the KOTRA's and KORCHAM's directory books of companies in southern and northern Viet Nam.
+ Use the database supplied by the Ministry of Industry and Trade of Viet Nam.
J
~\
+ Vietnamese and foreign companies in Viet Nam are surveyed.
J
'
+ Of those responding to the first survey, suitable Vietnamese companies are selected.
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W Survey Subjects

O Since the purpose of this survey is to identify the current status of KVFTA
utilization by companies in Viet Nam and the difficulties they have faced using

the FTA, the survey subjects included both local companies and foreign

businesses in Viet Nam.

Table 24. Classification of Survey Subjects

(Unit: Number of Companies, %)

Classification

No. of Responding Companies

Percentage (%)

Vietnamese Company 19 49
Foreign Company in Viet Nam 19 49
Impossible to Identify 1 2
Total 39 100

O Of 3,000 companies, 39 ones responded to the first survey online and the

companies that responded are as follows.

Table 25. Classification of Survey Subjects by Business Sector

Sector Electric{ Machin}ery/ Texti lgs/ Steel/ Food/
Electronic Precision Clothing Metal Beverage
Percentage 8 3 18 3 15
Sector Agricultural/Fishery | Wooden Furniture Service Others Total
Percentage 8 3 18 3 39 Companies

Table 26. FTA Utilization or Non-Utilization by Survey Subjects

(Unit: Number of Companies, %)

No. of Companies

Percentage (%)

FTA Used 28 72
FTA Not Used 11 28
Total 39 100
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Table 27. Types of FTA Utilization by Survey Subjects

(Unit: Number of Companies, %)
No. of Companies Percentage (%)
Use for Export Only 7 25
Use for Import Only 7 25
Use for Both Export and Import 14 50
Total 28 100

B. Survey Methods

M The first survey was conducted online to understand the overall status of FTA
utilization, and the second in-depth interview was carried out by phone to secure
reliability of responses to the survey with somewhat low response rate and to
identify concrete difficulties individual companies had in using the FTA.

Table 28. Survey Methods

1% Online Survey 2" In-Depth Interview
Period Jan. 24, 2018 - Mar. 31, 2018 Mar. 5, 2018 - Mar. 9, 2018
Method Online survey In-depth interview
Content Overall status of FTA utilization Based on the first survey, further interview

MW First Online Survey

O The first survey was conducted online by sending to responsible personnel of
the selected companies (survey subjects) an e-mail including an Internet
address (URL).

B Second In-Depth Interview

O A further in-depth interview was conducted with the companies that had
responded to the survey.

O Of the companies that had responded to the survey, 9 ones that were
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exporting directly or indirectly to Korea and using the FTA were selected, and

an in-depth interview was conducted with them.

3. Content of Survey

A. First Online Survey

B The questionnaire consists of 12 questions which were designed to find out the
current status of FTA utilization, such as questions about the type of FTA
utilization, difficulties in using the FTA, sources to search for FTA-related

information, and support by government agencies regarding the FTA.

B. Second In-Depth Interview

B A checklist for an in-depth interview was drawn up for the answers each of the

companies had selected in the questionnaire.

Table 29. Checklist for Second In-Depth Interview (an excerpt from the list)

1% Survey

Answers by Company in 1% Survey

Checklist for In-Depth Interview

What is the
biggest
difficulty in
using the FTA
(or C/O
issuance) for
exports?

The rules of origin are difficult to
understand.

. What are the items for which the

company utilizes the FTA? Do you
know about the corresponding rules
of origin?

. How do you learn about the rules of

origin for existing and new items?

. Describe the internal procedure to

determine the country of origin.

. How is the tariff classification made

for finished products?

Tariff classification is difficult to make
for the raw materials used.

. How is the tariff classification made

for raw materials?

Origin certification requires large
numbers of supporting documents
(including origin information
management and confirmation).

. What are the documents required to

submit or keep?
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4. Analysis of Survey Results

A. Current Status of FTA Utilization

B Of The companies responding to the survey, 72% replied that they were using the
FTA, and of the companies using the FTA, 50% utilized the FTA for both exports

and imports.

B Of the companies answered that they were exporting directly or indirectly’ to

Korea (24 businesses), about 83% were found to use the FTA.

Figure 8. Is the company utilizing the FTA? Figure 9. Status of FTA Utilization

16

14

12

10

m Used = Mot Used

14

Yes (for Yes (for  Yes (for both No
Exports Imports  Exports and
Only) Only) Imports)

mm Number of Companies

— % in Total

10%

35%

25%

B. Current Status of KVFTA Utilization

B Of the companies answered that they were using FTAs, ones that were using only
the KVFTA were 24%, which is lower than that of others using only the KAFTA

(28%) and that of the others using both the KAFTA and KAFTA (31%).

7 Companies that supply materials to those exporting goods to Korea
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Figure 10. which FTA is the company using?

KAFTA and KVFTA ! 28%
KVFTA 24%
KAFTA 31%
Others ! 17%
D‘I!*’o 5% 10% 15% 20% 25% 30% 35%

Figure 11. For those using the KAFTA. What is the reason for using the KAFTA?

No difference between the tariff rates of the FTAs I 637
We did not know the KVFTAcame in effect [N 25°%
There is a shortage of information on the KVFTA [N 13%

No problem arising when we use the KAFTA | 0%

0% 10% 20% 30% 40% 50% 60% 70%

B Of the companies using the KAFTA only, about 63% replied they used only the
KAFTA because they thought there was no problem in using the single
agreement.

In-Depth Interview

Company FTA in Use Reason for Use

1 Customer’s request

2 KVFTA Few benefits from use of the KVFTA
3 No answer

4 Customer’s request

KAFTA
5 Customer’s request
6 KAFTA and KVFTA Customer’s request

B Of the interviewed companies, the number of those engaged in export/import
transactions with Korean businesses was six.
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B Of the six companies trading with Korean businesses, three ones replied they
used the KAFTA, two ones used the KVFTA, and there was one company using
both K-ASEAN and KVFTAs.

B Four out of the six companies answered they used a certain FTA ‘by consultation
with their customer or according to a customer’s request.’

C. Difficulties in Using FTA for Exports

B Of the companies answering they used the FTA for exports, about 27% pointed
out lack of knowledge about the rules of origin, and about 20% indicated
difficulty in tariff classification for raw materials in use, as the biggest difficulty
in obtaining a certificate of origin.

Figure 12. What is the biggest difficulty in using the FTA (obtaining a C/O) for exports?
(multiple answers allowed)

Lock of knowledge on rules of origin I EEENEE——— 27%
Difficulty in tariff classification for raw materials inuwe NGNS 20%
Large number of origin certification do cuments RN 17%
Concern about confidentiality I 3%
Cost burden due to orgin management(lab or cost) [l 3%

Others I 30%

0% 5% 10% 15% 20% 25% 30% 35%
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In-Depth Interview

Difficulty in Using FTA Internal Solution

Determined based on existing materials about origin determination

Search online

Lack of Knowledge

about Rules of Origin Inquiries directly to the customs

Inquiries to a forwarder

Consultation with a customer of Korea

Difficulty in Tariff Determined based on the documents supplied by a customer, such as

Classification for Raw clearance documents

Materials Inquiries to a forwarder

B Similar to the result of the first online survey, five out of the interviewed
companies pointed out lack of knowledge about the rules of origin as the biggest
difficulty in using the FTA. The solutions to the difficulty included 1) inquiries to
the customs, customers, etc., 2) search online, and 3) reference to existing
materials on origin determination.

B One of the other difficulties they pointed out was a costly, complicated, and
time-consuming procedure for C/O issuance.

D. Difficulties in Using FTA for Imports

B Of the companies replying that they used the FTA for imports, about 27%
answered they had difficulty in using the FTA because of exporter’s little
cooperation in issuing a certificate of origin. The second largest difficulty was the
burden of post-importation verification (15%) and large numbers of supporting
documents requested by the customs of Viet Nam (15%).
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Figure 13. What is the biggest difficulty in using the FTA (in applying preferential tariff
rates) for imports? (multiple answers allowed)

|
Exporters little cooperation in C/O issuance I —

Burden of post-clearance verification |_
e s . |
Difficulty in import clearance due to applied... NG

Lage number of documents requested
by customs office of Vietnam

Others |_

0% 5% 10% 15% 20% 25% 30% 35%

E. Other Issues (Difficulties) They Experienced in Using FTA

B Of the companies answered they used the FTA, about 41% experienced issues in
relation to different HS code systems between exporting and importing countries.

Figure 14. Which is the FTA issue the company has experienced?

Diffirent HS code systems between countries
Issuance of C/O denied
Delay in customs clearance due to preferencetial rariffrates |
Formal requirements of C/O(minor typos, etc.) _
Post-clearanceverification by the Vietnam’s Customs h
=
|

Cthers

0% 5% 10% 15% 20% 25% 30% 35% 40% 45%
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In-Depth Interview

Issue on FTA Utilization Specific Case

Many countries including Viet Nam, China and Korea have different
HS code systems.
Different HS Code Systems | <« A different HS code system led to denial of the preferential tariff
between Countries rates in an importing country.
« In this case, a certificate had to be re-issued and sent to the
exporter, which delayed the import clearance.

A certificate of origin was not accepted because of misspelled or
omitted words like a misspelled product name. A certificate of origin
had to be re-issued for that reason.

Formal Requirements of
Certificate of Origin

There is a shortage of detailed information and materials on the

Others FTA

B Of the interviewed companies, three answered they had experienced issues in
relation to different HS codes between countries.

B A company replied that they had faced difficulties in using the FTA owing to lack
of detailed information and materials on the FTA (one company).

F. Viethamese Government Agencies’ Support

B Of all the companies surveyed, about 49% answered they had received no
support from government agencies.

Figure 15. Where do you get information Figure 16. Have you ever received support

on the KVFTA? from government agencies?
m Governmet
agencias of
Viatnam
m |nstitutes m Yes
m Korean e
companies
m Others
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B The area in which they wanted to be supported most was support in the
export/import procedure (about 37%), followed by provision of information about
FTA utilization (about 32%).

Figure 17. What kind of support do you want receive from Vietnamese government
agencies (multiple answers allowed)?

Provision of information on preferential tarifftreatment under I G2
KVFTA

Support in exportimport procedure N 37%

Offer of market access opportunities I 00

Others I 7%

0% 5% 10% 15% 20% 25% 30% 35% 40%

In-Depth Interview

Vietnamese Government Agency Support

- Supported in difficulties related with FTA utilization,
Updated information

* Receiving updated information by e-mail

* Kept informed of latest information on FTA

* Receiving information on changes in FTA

Viet Nam’s Ministry of
Industry and Trade (MOIT)

Viet Nam Chamber of * Receiving updated information by e-mail
Commerce and Industry (VCCl) | < Receiving information on C/O issuance

B Of the companies interviewed, seven answered they had received support from
Vietnamese government agencies, and just two businesses replied they had
received no support from such agencies.

B The supports the companies, which answered they had been supported, had
received are as above.
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In-Depth Interview

Support Detailed Description

« Information on FTA utilization including application for C/O issuance and
documents to be submitted

+ Seminars need to be held per group (or region/province) for the purpose
Information on of consultation about preferential tariff treatment under the KVFTA.

Utilization of KVFTA It is necessary to form institutes and organizations for managers and to
open regular training courses, which will train and support managers.

+ Seminars and training courses, customized to each industry, should be
held.

Support in Export/ | « An electronic procedure for C/O issuance
Import Procedure | - Support in the export procedure

Offer of Market
Access Opportunities

 Support in expansion to overseas markets through use of the FTA

B The supports they want to receive from government agencies are as above.

Pl 3 ) Implications of Survey on Current Status

1. Necessities to Establish a Procedure to Issue the C/O Online

B The ECOSYS has a system through which documents required for issuance of a
certificate of origin can be uploaded, but companies did not seem to actively use
the system.

O Many companies even did not know about the fact they can upload documents

online, because of few promotional or training activities.

O Other businesses, which knew about online uploading, were often not
accustomed to handling works electronically.

O The others, even though having uploaded documents online, had to visit an
issuing office to submit the original of a certificate of origin and an application
for certificate issuance. Applying for a certificate of origin online, therefore, did
not offer any great benefit, failing to attract attention.
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W Based on the ECOSYS, a system needs to be built through which companies not
only apply for a certificate of origin and submit required documents, but also
obtain the certificate.

O There are 54 offices that issue certificates of origin in Viet Nam, but companies
still find it hard to access those offices.

O The reason for their perception that an issuing office is hard to access is
because they need to directly visit an issuing office to obtain a certificate of
origin.

O It takes not less than four hours approximately to obtain a C/O, including the
time of travel to the issuing office which is located at a distance of a couple
of hours and the time required to apply for certificate issuance, wait and
submit documents.

O To handle such works, they have to arrange to have a responsible department
or use an agency for certificate issuance, which results in a burden of
indirect costs.

2. Awareness of Duty to Keep Documents

B The companies interviewed in depth or visited for a survey on current status were
highly aware of their duty to keep documents related with certificate issuance for
five years.

B Some companies even had dedicated personnel perform the record-keeping duty.
Their awareness of the duty to keep documents was generally high, so the
related documents had been well maintained.

B However, there always exists a potential risk of loss of documents as all the
management activities including origin determination, preparation of required
documents, issuance of certificates of origin and record-keeping are written by
hand.
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W It is required to introduce a system for origin determination and record-keeping
in order to minimize human errors and exclusion of FTA tariffs by
post-verification.

B Korea has origin management systems developed by government agencies, such
as FTA PASS and FTA KOREA. As of the end of 2017, 16,489 companies used the
FTA PASS and 13,901 businesses used the FTA KOREA, to determine a country of
origin and issue a certificate of origin.

3. Cooperation between Countries to Confirm Preferential Tariff Rates
of Each Country

B In the survey on the current status of FTA utilization, a number of companies
answered that they wanted to be supported by government agencies in checking
the tariff rates of a destination country for their exports.

O The sources they could refer to in order to check preferential tariff rates on
exports included the text of the KVFTA and the websites of the Customs Office
of their country and importer. Such sources, however, have the following
problems.

A. Difficulties in Acquiring FTA Tariff Rate Information

W It is difficult to acquire FTA tariff rate information based on information on the
Customs Office’s websites of Korea and Viet Nam.

O To be specific, there were many cases with difficulty of accurately
understanding FTA tariff rate information, such as inaccurate annual tariff rate
information in the case of stepwise abolition of tariff rate for a concession

item.

O The websites of the Korea’s Ministry of Trade, Industry and Energy and the
Korea International Trade Association provided the information on basic and
preferential tariff rates under FTAs, but such information needed to be
updated, which made it seem unreliable.
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O The Vietnamese companies surveyed answered that there was actually no easy
way on such websites to check preferential tariff rates on exports under the
FTA.

B. High Entry Barriers Such as Language Difference

B Language difference makes it difficult for personnel of normal companies to visit
the Customs Office’s website of the destination country for their exports and to

find out necessary information like preferential tariff treatment.

C. Difficult to Interpret Provisions of FTA

B For information on preferential tariff rates on exports, the exporters cannot but
refer to the text of an FTA because the information on official websites, such as

the Customs Office’s website, is often insufficient.

W But, it is difficult for personnel of normal companies to accurately interpret the
provisions of an FTA with technical terms and abbreviations.

B Above all, it is imperative to introduce a system which enables exporters to
search the Customs Office’s website of their country for preferential tariff rates

on exports, specified in their language.
B Furthermore, the contracting parties of an FTA need to cooperate with each other

to construct a single window through which businesses can confirm preferential

tariff rates of each country.
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Pilot Consultation to Reinforce
Competency for FTA Utilization

Part

m Overview of Pilot Consultation

1. Purpose of Pilot Consultation

B For Companies Using the FTA

O To identify potential risk factors in connection with use of the FTA by
examining their internal procedures for origin verification and issuance of
certificates of origin, and the way they have performed the duty to keep
documents

O To reinforce a businesses’ competency to use the FTA by finding out the
difficulties they have in using the FTA and suggesting solutions

O To introduce an origin management system of Korea and present the process
for origin determination using the system, ultimately improving the Vietnamese
companies’ awareness about such systems

W For Companies Not Using the FTA

O To provide training on the overall procedure for FTA utilization
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O To offer consultation on difficulties that may occur during preparation for FTA

utilization and on other inquiries

O To introduce an origin management system of Korea and present the process

2. Target and Methods of Pilot Consultation

companies’ awareness about such systems

B Target of Pilot Consultation

for origin determination using the system, ultimately improving the Vietnamese

O Of those using the FTA, one company engaged in the business of

textile/clothing goods, which are one of the main trading items under the
KVFTA

O One company that is planning to use an FTA and engaged in the business of

B Methods of Pilot Consultation

Table 30. Methods of Pilot Consultation

agricultural/fishery products, which are one of the promising exports under the
KVFTA

Consultation Process

Requested Documents & Inquiries

1 | Identify the transaction structure.
2 | Select the main article for export
3 | Check the HS code for the article * Transaction Structure Diagram
i - « Bill of Materials (BOM)
4 | Check the preferential tariff rate under the KVFTA. « Unit Sale Cost
5 | Check the rules of origin. * Unit Purchase Cost
« HS Code for Goods
6 Determine the country of origin. « HS Code for Raw Materials
- . « Supporting Documents for
TP d t d for C/O . ot >
repare documents required for C/O issuance Origin Verification of Raw
8 | Obtain the C/O for the company. Materials
9 Provide the information on documents for post origin
verification.
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3. Pilot Consultation & Its Focus
B Check the suitability of FTA utilization (or preparation for FTA utilization), using
a checklist.
O Identify the transaction structure.
O Select the main article for export.
O Examine if the main article is assigned proper HS code.

O Check the preferential tariff rate under the KVFTA in order to examine benefits
from use of the agreement.

B Check the suitability of origin determination and record-keeping, using a check
list.

O Check the suitability of the procedure for origin determination.

O Check if required documents are prepared and if they are suitable for
submission.

O Check if the duty to keep documents has been performed.

M Identify the difficulties in using the FTA and what needs to be supported.

O Ask questions on difficulties in using the FTA and types of support the
government agencies need to provide.

O Offer consultation about issuance of certificates of origin, record-keeping, and
other matters regarding FTA utilization.

B Checking usefulness of the Korea’s origin management system

O lIdentify the company’s system to obtain a certificate of origin, and keep and
control documents.

O Introduce a Korea’s system that enables companies to determine the origin
and control documents online (ex. FTA PASS and FTA KOREA).

O Present a procedure for origin determination using a system that takes into
account the characteristics and management system of the company.
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Figure 18. Origin Management Systems of Korea (example)
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rrif ) Analysis of Consultation Results

1. Company in Northern Viet Nam (Hanoi): Garco 10 Corporation
(Vietnamese Business)

A. Check the company information including the transaction structure.

B The company imports fabrics, produces garments through cutting and sawing,
and supplies the finished garments to the domestic market of Viet Nam or
exports them overseas.

W Fabrics are imported from China (50% or more), Korea and so on, and about 80%
of the total sales are from export and the rest from domestic supply.

B The goods are exported to about 60 countries, including the major destinations,
the U.S. (42%-45%) and Europe (35%), and Japan, Korea, Taiwan and China.
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B As of 2017, about 184,000 pieces were exported to Korea, amounting to 3,800,000
USD (based on FOB).
B. Check the suitability of FTA utilization (using a checklist).

B Select the main article for export.

O Select an article that is one of the major exports and exported to Korea and
on which preferential tariff treatment is granted under the KVFTA

Figure 19. Selection of Main Article for Export
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B Check the suitability of the HS code and the preferential tariff rate under the
KVFTA.

O Women’s coats were selected as the main export, and an HS Code Description
for Raw Materials was obtained to check the suitability of the HS code assigned
to the export. The fabrics for making a women’s coat, specified on the

description, are as follows.
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O Since wool occupies the largest share of the total weight, 54%, the article
corresponds to a coat made of wool.

O (Related Provision) Subparagraph 2 of the Notes, Section XI of the Tariff
Schedule: (A) Goods classifiable in Chapters 50 to 55 or in heading 58.09 or
59.02 and of a mixture of two or more textile materials are to be classified as
if consisting wholly of that one textile material which predominates by weight
over any other single textile material.

O A women’s coat made of wool is classified as 6202.11.00, so the HS code for
the article was found to be suitably determined.

O The preferential tariff rate corresponding to the code 6202.11.00 under the
KVFTA: 0%

Figure 20. HS Code Description for Raw Materials (example)
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Table 31. Preferential Tariff Rate under KVFTA

HS Code Description KVFTA Tariff (%)

Women’s or girls’ overcoats, car-coats, capes, cloaks, anoraks
62.02 (including ski-jackets), wind-cheaters, wind-jackets and similar 2018

articles, other than those of heading 62.04.
- Overcoats, raincoats, car-coats, capes, cloaks and similar
articles:

6202.11.00 | - - Of wool or fine animal hair 0

6202.12.00 | - - Of cotton 0

C. Check the suitability of origin determination and record-keeping.

B Applicable Rule of Origin: Change of Chapter (CC) criterion (cut and sewn in the

contracting party)

Table 32. Applicable Rules of Origin

Applicable Product

Heading |Subheading Product Description specific Rule of Origin
Women's or girls' overcoats, car-coats, capes,
cloaks, anoraks (including ski jackets),
62.02 wind-cheaters, wind-jackets and

similar articles, other than those of heading
62.04.

- Overcoats, raincoats, car-coats, capes, cloaks
and similar articles:

6202.11 - - Of wool or fine animal hair

CC, provided that the
good is both cut and
sewn in the territory of
any Party; or RVC(40)

B Check the procedure for origin determination.

O Since the company has a lot of experience in export, the HS code for a new

article is determined by its dedicated personnel who refer to the existing

references when determining such codes. And origin determination is made

with the data accumulated through import clearance.
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O Records on origin determination and other related documents are all written
and controlled by hand.

B Check the suitability of origin determination, C/O issuance and record-keeping.

O An interview with the personnel in charge of export was conducted to check
the procedures for determining the country of origin and for obtaining a
certificate of origin for women’s coats.

O The documents the company has to submit to apply for a certificate of origin
are as follows.

O An HS code description and a manufacturing process were checked to examine
the suitability of origin determination. Whether or not Viet Nam is acceptable
as the country of origin was examined with the responsible personnel.

Figure 21. Documents Submitted for Application for C/O Issuance

Export Declaration

Manufacturing Process

HS Code Description
for Raw Materials

Shipping Documents

ARG AU

IMERCAL INTCE

Ermme o

O The applicable rule of origin was found to be the Change of Chapter (CC)
criterion (cut and sewn in the contracting party), and origin determination had
been made accordingly.

66 - Korea Trade-Investment Promotion Agency



Chapter 4
Pilot Consultation to Reinforce Competency for FTA Utilization

Figure 22. Manufacturing Process Figure 26. HS Code Description for Raw Materials

Manufacturing Process HS Code Description for Raw Materials

(® Manufacturing Process: It was confirmed that cutting and sewing processes had been carried out in the
territory of Viet Nam.

@ HS Code Description for Raw Materials: It was confirmed that there was no raw material of Chapter 62
of the HS code.

D. Demonstrate the Korea’s origin management system.

B Simulation of Origin Management System

Figure 23. Demonstration of Origin Management System

® Save all the data of obtained documents in an excel file format so that they can be uploaded to the
origin management system.

® Upload the data on a buyer on the assumption that all raw materials were bought from a company “A”
and articles were all exported and sold to a Korean company “B.”

@ Register the finished article (women’s coat) and raw materials numbers.

@ Register names, quantities, units, and other data of the raw materials used for production of women’s
coats.

® Register the HS codes for women’s coats and raw materials used for production.

® Upload all the basic data and determine the country of origin.
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O Korea’s origin management systems (FTA PASS and FTA KOREA) were
introduced, and origin determination using the FTA PASS was demonstrated in
order to collect opinions of Vietnamese businesses about their preferences and
building an origin determination system.

O The system displays per FTA whether or not the rule of origin for an article is
met (result of origin determination). For example, in the case of exports to
several countries, the country of origin is determined per FTA once the data
have been uploaded.

Figure 24. Results of Origin Determination
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Whether the rule of origin is met or not can be checked per FTA.

B Corporate Opinions on Introduction of Origin Management System

O It is often not easy to find information on origin determination when a new FTA
comes into force, so making it difficult to determine the country of origin under
the FTA.

O It becomes more difficult to determine the country of origin and control
documents per FTA, particularly when single items are to be exported to

several countries.

O Therefore, it is necessary to introduce an origin management system that helps
determine the country of origin and control documents not only for the KVFTA
but for all the FTAs entered by Viet Nam.
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E. Identify other difficulties they have in using the FTA and the types of
support in need.

B The utilization rate of the KVFTA was low because they thought there was a lack
of guidebooks as to FTA utilization at an early stage of its implementation.

O Since it is not easy for the management or other personnel of a normal firm
to interpret the text of the FTA, there have always been demands for
guidebooks to FTA utilization.

Figure 25. Websites Providing Information on Preferential Tariff Rates

Demonstration of How to Use Website (1) Demonstration of How to Use Website (2)

CiFa e YeStia

B There is a shortage of information (websites) on MFN rates and preferential tariff
rates, applicable to the destination country for exports, which makes it difficult
to judge whether it is beneficial to use the FTA.

O The website of Korea that provides such information was presented, and how
to check the preferential import tariffs of Korea on the website was
demonstrated to the personnel in charge of export.
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F. Improvement Measures Found from Consultation

Risk Factors Consultation Effects & Improvement Measures

Origin determination

« They became more aware of risk factors that occur when the
made by hand

procedures for origin determination and record-keeping are

C/O issuance-related made by hand. . o
documents kept in hard copy | * A system needs to be built for origin management.

They realized the danger of the structure in which origin
management is dependent on the personnel in charge. Origin

Only one person in charge of verification can become difficult for personal reasons of such
origin management personnel, like human errors and leaving a company.
* A system needs to be built for company-wide origin
management.

2. Company in Southern Viet Nam (Ho Chi Minh): Green Field Farm
(Vietnamese Business)

A. Check the company information including the transaction structure.

B Running a farm in Viet Nam, the company produces and sells agricultural
products including mangos and pineapples. Its products are supplied only to the
domestic market as of now.

B The company is planning to export mangoes, pineapples, bananas and others to
Korea and import such products as apples, pears and persimmons from Korea.
(In 2017, it participated in a forum on agricultural trade between Korea and Viet
Nam as an effort for its direct export to Korea.)

B Since it does not have any experience of direct exportation, the company needs

to judge if it is beneficial to use the KVFTA by checking the HS codes, rules of
origin and preferential tariff rates on their products.
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B. Check the suitability of preparation for FTA utilization (using a checklist).

B Select the main articles for export.

O Select two articles that are one of the main products the company sells in the
Vietnamese domestic market and to be exported to Korea.

B Check the HS codes and preferential tariff rates on the main exports under the
KVFTA.

O Present the HS code system and how to check HS codes for the exports.

O The preferential tariff rates on fresh mangoes (0804.50) and fresh pineapples
(0804.30) under the KVFTA: 18%

Table 33. HS Codes & Preferential Tariff Rated on Main Exports

HS Code Description VKFTA Tariff(%)
Dates, figs, pineapples, avocados, guavas,
08.04 -
mangoes and mangosteens, fresh or dried.
0804.30.00 - Pineapples 18
0804.50 - Guavas, mangoes and mangosteens:
0804.50.20 - - Mangoes 18

B Analyze benefits and effects from use of the KVFTA.

O Mangoes and pineapples, if exported to Korea, correspond to the basic tariff
rate of 45%, but under the KVFTA, are given the preferential tariff rate of 18%,
a 27% reduction in the tariff rate.

O Particularly, pineapples are not the goods granted tariff concessions under the
KAFTA, which means the KVFTA is more beneficial if applied for the export of
pineapples.

O In addition, the products to be imported from Korea to Viet Nam, including
apples, pears, grapes and persimmons, correspond to zero tariffs under both
K-V and KAFTAs.
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O It is, therefore, judged that the company, when exporting or importing goods
to or from Korea, will have more benefits from the KVFTA.

Table 34. Analysis of Benefits on Exports and Imports under KVFTA

Korea & Viet Nam Viet Nam é Korea
Article HS Code Remarks
Basic | KVFTA | KAFTA | WTO KVFTA KAFTA
Apple 0808.10 10% 0% 0% 45% 45% 45% No benefits
Pear 0808.30 10% 0% 0% 45% 45% 45% No benefits
Grapes 0806.10 10% 0% 0% 45% 36% 36%
Sweet 0% 0% | 45% | 36% 36%
persimmons 0810.70 | 25%
Other persimmons 0% 0% | 67.50% | 5% 5%
Mango 0804.50-2000| 25% 0% 0% 45% 18% 24%
Pineapple 0804.30 30% 0% 0% 45% 18%
Banana 080310 | 25% | 0% 0% | 90% | 30% No KVETA;
(Plantains) Concession | beneficiary
Banana (Others) 0803.90 25% 0% 0% 90% 18%
Chrysanthemum 0602.90 25% 0% 0% 18% 0% 0%

C. Present the procedure for origin determination and the duty to keep
documents.

B Applicable Rule of Origin: Wholly Obtained or Produced (WO) Goods

Table 35. Applicable Rules of Origin

Applicable Product

Heading |Subheading Product Description Specific Rule of Origin

Dates, figs, pineapples, avocados, guavas,

08.04 mangoes and mangos teens, fresh or dried.
0804.30 - Pineapples WO
0804.40 - Avocados WO
0804.50 - Guavas, mangoes and mangos teens WO

72 - Korea Trade-Investment Promotion Agency



Chapter 4
Pilot Consultation to Reinforce Competency for FTA Utilization

B Check if the rule of origin (WO) is met.

O Mangoes and pineapples are plant products, and the company, while directly
operating a farm in Viet Nam, grows and harvests the products.

O According to the KVFTA, “a good which is wholly obtained or produced entirely
in the territory of the exporting party” means “plants and plant products grown
and harvested there.” So, the products meet the rule of origin (WO).

O Consultation was offered to the company about how to interpret the text of
the KVFTA and to check the rules of origin corresponding to articles.

Figure 26. Wholly Obtained or Produced Goods under KVFTA

WO means that the good must be wholly produced or obtained in accordance with Article 3.1.

Article 3.2: Wholly Obtained or Produced Goods

Within the meaning of subparagraph 1(a) of Article 3.1, the following goods shall be considered

to be wholly obtained or produced in the territory of a Party:

a) Plants and plant products grown and harvested there;

b) Live animals born and raised there;

¢) Goods obtained from live animals referred to in subparagraph (b);

d) Goods obtained from hunting or trapping with the land territory, or fishing or aquaculture
conducted within the internal waters or within the territorial sea of that Party;

(e) Minerals and other naturally occurring substances, not included in subparagraph (a) through
(d), extracted or taken from the soil, waters, seabed or beneath the seabed in the Party;

(
(
(
(

D. Examine the Feasibility of Origin Management System

M Introduction to Origin Management System

O Korea’s origin management systems (FTA PASS and FTA KOREA) were
introduced, and the FTA Korea Agri. version was presented in order to collect
opinions of Vietnamese businesses about their preferences and building an
origin determination system.

O Korea has built an origin management system exclusively for agricultural
products by considering the characteristics of the agricultural products
industry.

O The system has such advantages that it is possible to upload data at once
online even in the case of several trading countries and articles and that it
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displays per FTA whether the rules of origin are met or not.

O When it is confirmed that the rule of origin is met, the system is linked to a
system of the Korea Customs Service so that a certificate of origin can be
issued electronically.

O The documents required after exportation are stored in the judgment system,
which makes it easy to keep the documents.

Figure 27. Introduction to FTA Korea Agri. Figure 28. Introduction to FTA Korea Agri.
Version Version

B Corporate Opinions on Introduction of Origin Management System

O They think the system is highly advantageous in that they can determine the
country of origin and keep documents online, and so want such a system to
be introduced in Viet Nam.

O They hope that a system will be built that connects to a system of the Customs
Office, helping them determine the country of origin and obtain/issue a
certificate of origin online.

E. Identify other difficulties they have in using the FTA and the types of
support in need.
B They think the Vietnamese are generally little interested in the FTA.

O There should be more active training or consultation on basic information of
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the FTA such as benefits from utilization and rules of origin.

B There is a shortage of information (websites) on MFN rates and preferential tariff
rates, applicable to the destination country for exports, which makes it difficult
to judge whether it is beneficial to use the FTA.

Pa"@ Implications of Pilot Consultation for Companies

1. Necessity to Build an Origin Determination System

B The advantages of the Korea’s origin management systems are as follows: first,
it is possible to determine the country of origin per FTA even in such cases of
a number of customers or products; and based on the uploaded data, required
documents for origin determination are automatically kept and stored online.

B The companies having received the pilot consultation were all highly favorable to
the origin management system because the rules of origin can be checked by
FTA, all at once, origin determination is made automatically by FTA.

B The companies were well aware of origin determination and record-keeping, but
the related procedures were all made by hand, which may involve a potential risk
of penalties from human errors.

W It is, therefore, thought that even though the companies, those currently using
the KVFTA or arranging to use it, understand well the generals of the agreement
such as origin determination, an origin management system needs to be built in
order to lower the barriers to FTA utilization and to increase the FTA utilization
rate with lower costs and lesser time.
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. Websites and Guides to Help Check Preferential Tariff Rates of

Contracting Parties

The companies that received the pilot consultation knew well how to check, on
the website of the Ministry of Industry and Trade, the preferential tariff rates on
goods imported from Korea under the KVFTA.

They, however, said it was difficult to check the preferential tariff rates of Korea
on the goods exported to Korea, which is the same as a survey result on the
current status.

There were no websites or other windows that provide information on MFN rates
and applied tariff rates of the destination countries for exports, so it was difficult
for them to check and apply the rates.

Therefore, it is imperative that Korean and Vietnamese government agencies
cooperate with each other to build a website and supply guidebooks that help
businesses find easily preferential tariff rates of each country.

. Necessity to Build an Environment for More Systematic Origin

Management

Besides, other problems were found, such as lack of experienced personnel, low
awareness of post origin verification, compared to the FTA utilization rate, and
lack of general knowledge on origin determination like HS codes.

It is, thus, necessary to build an infrastructure for more systematic origin

management.
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Comparison & Analysis of
Legislations and Systems to
Reinforce Competency for FTA
Utilization

Part

m System of Korea’s FTA-Related Legislation

1. Legislation System of Korea

B The Korean legislation is composed of three stages - Act, Enforcement Decree,
and Enforcement Rule - and operated by those subordinate to the Enforcement
Rule, that is, Notice, Guidelines and so on.

B An Act stipulates general matters, details of which are operated by enforcement
decrees and enforcement rules.

B The Act on Special Cases of the Customs Act for the Implementation of Free
Trade Agreements (The Act on Special Cases of FTAs) has the characteristics of
an implementation procedures Act for each of the FTAs effectuated. If there is a
conflict between the Act on Special Cases of FTAs and an FTA, the FTA prevails.
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Figure 29. System of FTA-Related Legislation of Korea
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2. Korea’s FTA-Related Legislation

B The Act on Special Cases of the Customs Act for the Implementation of Free
Trade Agreements (hereinafter called the “Act on Special Cases of FTAs”)

O The Act on Special Cases of FTAs is to include the generals of FTAs in the
Korean legislation system and is a statute to enact general matters necessary
for implementation of FTAs. The Act, thus, will serve as the framework act
concerning the implementation of all future FTAs entered by Korea.

B Enforcement Decree of the Act on Special Cases of FTAs

O The Act on Special Cases of FTAs delegates special matters of each of the FTAs
to the Enforcement Decree thereof. In particular, the preferential tariff rates are
specified per FTA in an Appendix to the Enforcement Decree.

B Enforcement Rule of the Act on Special Cases of FTAs

O The Act on Special Cases of FTAs delegates special matters of each of the FTAs
to the Enforcement Rule thereof. In particular, the rules of origin are specified
per FTA in an Appendix to the Enforcement Rule.
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B Notice on Performance of the Act on Special Cases of FTAs

O The notice stipulates in detail the customs clearance procedures for the
matters specified in the Act on Special Cases of FTAs.

"nl2) system of Viet Nam’s FTA-Related Legislation
1. Legislation System of Viet Nam

B Similar to the Korean legislation, the legislation of Viet Nam is composed of three
stages - Law (QH), Decree (ND), and Circular (TT) - and operated by those
subordinate to the Circular, that is, Decision (QD), Directive (CT) and so on.

Figure 30. System of Viet Nam’s FTA-Related Legislation

| 31/2018//ND-CP Procedures of issuing certificate of origin
Decree(ND)
Special preferential import tariff of VK FTA
— | 149/2017/ND-CP
| 05/2018/TT-BCT Origin of goods
m-ﬁ 40/2015/TT-BCT Implementation of Rules of Origin in the VK FTA
Decision(QD) 2412/QD-BCT Procedures for issuance of C/O via the Internet
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O The legislation system regarding customs duties consists of two major laws, the
Customs Law and the Law on Export and Import Duties, and a number of
Decrees, Circulars, Decisions and so on. Especially, many important matters on
customs administration are specified in the Circulars enacted by the Viet Nam
Customs.

O There is no such unified FTA-related act as the Act on Special Cases of FTAs
of Korea, but the Circulars prescribe matters on implementation of each of the
FTAs.

2. Viet Nam’s FTA-Related Legislation

B Decree No. 31/2018/ND-CP

O Decree No. 31 regulates the common C/O issuance procedure related to all
agreements signed by Viet Nam such as FTA, EPA, etc.

B Decree No. 149/2017/ND-CP

O Decree No. 149 regulates the K-V FTA tariff rates for the period between 2018
and 2022. (Tariff rates before 2018 are regulated by 131/2016/ND-CP.)

B Circular No. 05/2018/TT-BCT

O Circular No. 05 is a circular to Decree No. 31/2018/ND-CP that regulates more
detailed C/O issuance procedure.

B Circular No.40/2015/TT-BCT

O Circular No. 40 prescribes the procedures for implementation of the KVFTA,
such as the procedures for origin determination, application of preferential
tariff rates and origin verification.

W 2412/QD-BCT

O Decision No. 2414 specifies in detail a procedure to issue a certificate of origin
online (ECOSYS).
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Pa”@ Comparison & Analysis of FTA-Related Legislations
of Korea and Viet Nam

1. Analysis of Korea’s FTA-Related Legislation

B HS Code

O Atrticle 86 of the Customs Act specifies the pre-confirmation of tariffs on certain
goods.

Bl Origin Determination

O The Act on Special Cases of FTAs prescribes the general rules of origin
(including special rules), while Article 4 of the Enforcement Decree thereof
stipulates the rules of origin by FTA. (The rules of origin under the KVFTA are
set forth in Appendix 14 to the Enforcement Decree.)

O All the FTAs concluded by Korea are specified in the Act on Special Cases of
FTAs, and each of them is set forth in the Appendices to the Act.

W Origin Certification

O General procedures for origin certification, applicable to most FTAs, are
prescribed in the Enforcement Decree and the Enforcement Rule, and in
particular, the designated forms of certificates of origin under each of the FTAs
are provided separately in an Appendix to the Enforcement Rule

O The Notice of the Act on Special Cases of FTAs stipulates in detail the
procedures necessary at business sites, such as applicants for issuance of
certificates of origin, issuing authorities, and application method.

B Preferential Tariff Treatments

O Preferential tariff rates are set forth in all of the Act, Enforcement Decree,
Enforcement Rule and Notice, and particularly, the Enforcement Decree
specifies the preferential tariff rates by FTA in an Appendix thereto.
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O Post-clearance claims are stipulated in the Notice, so a post-clearance claim,
even though not specified in an FTA, can be made according to the domestic

law.

B Record-Keeping

O The Act provides that documents have to be kept for five years, and the
Enforcement Decree specifies the types of documents each party of trading is
required to keep.

W Origin Verification

O The Act stipulates the objects of origin verification, the Enforcement Decree
sets by FTA the time limits of application for postponing the verification, and
the Enforcement Rule specifies by FTA the ways to conduct origin verification.

Table 36. Analysis of Korea’s FTA-Related Legislation

Act on
Customs | Special |Decree of| Rule of |Notice of
Act Cases of | the Act | the Act | the Act
FTAs

Classification Sub-Classification

HS Code Pre-Confirmation of Tariff Program ]

Origin Rules of Origin U [y
Determination

Special Rules

Origin Supporting Documents ]

Submission of Origin Supporting Documents, etc. a

Period of C/O Application

Matters to be Stated in C/O i

C/O Application Method ]

Origin How to State Matters in C/O i
Certification

C/O Issuing Authorities [ ]

Applicant for C/O Issuance a a

C/O Issuance Procedure 1]

C/O lIssuance Period U

C/O Expiry Date ]

C/O Forms i
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Table 36. Continued

Classification

Sub-Classification

Customs
Act

Act on
Special
Cases of
FTAs

Decree of|
the Act

Rule of
the Act

Notice of
the Act

Application of
Preferential
Tariff Rates

C/O Issuance Fee

Preferential Tariff Rates

Claim for Preferential Tariff Treatment

Post-Clearance Claim for Preferential Tariff
Treatment, etc.

Record-Keeping

Keeping of Origin Supporting Documents, etc.

Origin
Verification

Supporting Documents to be Kept, etc.

Origin Verification

2. Analysis of Viet Nam’s FTA-Related Legislation

W HS Code

O The Pre-Confirmation of HS Code program can be used in cases where a good

has not been exported or imported before or a good is expected to cause

difficulty in determining an HS code.

O The Pre-Confirmation of HS Code program is referred to in Circular 38/2015/
TT/BCT (Amended Legislation: 39/2018/TT/BTC) and Decree 08/2015/ND-CP:
The Circular 38/2015/TT/BTC (Amended Legislation: 39/2018/TT/BTC) prescribes
the documents to be submitted, and the Decree 08/2015/ND-CP sets forth more
detailed matters such as the period of confirmation and the validity thereof.

W Origin Determination

O The rules of origin (including special rules) under the K-V FTA are provided for
in Circular No. 40/2015/TT-BCT, which covers the K-V FTA. The rules of origin
for each of the FTAs are specified in each corresponding Circular.
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B Origin Certification

O Origin certification related with the K-V FTA, such as matters to be stated in
the certificate, expiry date and a designated form of certification, is prescribed
in Circular No. 40/2015/TT-BCT, and other general procedures regarding C/O
issuance are referred to be Circular No. 31.

B Preferential Tariff Treatment

O The preferential tariff rates and post-clearance claims under the K-V FTA are set
forth in Circular No. 40/2015/TT-BCT, while the bound tariff rates under the K-V
FTA are stipulated separately in Decree No. 149/2017/ND-CP. The bound tariff
rates for each of the FTAs are specified in each corresponding Decree.

B Record-Keeping

O The record-keeping duty under the K-V FTA is provided for in Circular No.
40/2015/TT-BCT.

W Origin Verification

O Circular No. 40/2015/TT-BCT sets forth matters on origin verification under the
K-V FTA.
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Table 37. Analysis of Viet Nam’s FTA-Related Legislation

08/2015/
e ) e ND-CP | 40/2015/ | 31/2018/ |05/2018/T|149/2017/
Classification Sub-Classification 38/2015/| TT-BCT | ND-CP | T-BCT | ND-CP
TT-BCT
HS Code Pre-Confirmation of Tariff Program i
Origin Rules of Origin a u
Determination Special Rules G ]
Origin Supporting Documents a ]
Submission of Origin Supporting Documents, i i
etc.
Time of C/O Issuance G
Matters to be Stated in C/O i
C/O Application Method ]
Origin How to State Matters in C/O i
Certification C/O Issuing Authorities G i
Applicant for C/O Issuance ]
C/O Issuance Procedure ]
C/O lIssuance Period
C/O Expiry Date G
C/O Forms G
C/O Issuance Fee
Preferential Tariff Rates ]
Application of | Claim for Preferential Tariff Treatment a
Preferential - - -
Tariff Rates Post-Clearance Claim for Preferential Tariff i
Treatment, etc.
Restrictions on Application of Preferential Tariff
Rates
Record-Keeping | Keeping of Origin Supporting Documents, etc. G ]
Origin Supporting Documents to be Kept, etc. u
Verification Origin Verification i i
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3. Implications of Legislation Comparison and Analysis

B Necessity to Examine the Ways to Introduce Systems that Reinforce the Competency
for FTA Utilization.

O It is necessary to examine the ways to introduce programs or systems that can
help reinforce the competency for FTA utilization, such as Approved Exporters
and Declaration of Inward Processing.

B Necessity to Examine FTA-Related Legislation and Measures to Introduce Laws of
Other Countries

O In Korea, there is a special legislation related to FTA known as the Special Act
on FTA. Matters common to FTAs constitute an Act, and then other matters
specific to each of them are stipulated in appendices thereto.

O On the contrary, Viet Nam does not have separate acts on special cases of FTA,
but FTA-related legislations are scattered among various laws, which makes

them somewhat confusing.

O Therefore, to increase accessibility to legislations related to FTA implementation
and procedure, it would be necessary to review an appropriate plan to
reorganize the legislation system based on the environment of Viet Nam by
checking current FTA legislations and legislations related to other countries.

Part

@ Systems and Programs Necessary to Reinforce
Competency for FTA Utilization

1. In Terms of Systems

B Korea has established a range of FTA-related programs and systems to increase
FTA utilization rates, whereas in Viet Nam, most of the FTA-related procedures
have been made by hand. So, this section introduces the FTA-related systems
Korea is currently operating, as a measure to increase FTA utilization rates.

88 - Korea Trade-Investment Promotion Agency



Chapter 5
Comparison & Analysis of Legislations and Systems to Reinforce Competency for FTA Utilization

A. Online C/O Issuance System

W Concept

O This is a system that enables online processing of all the procedures from
application for certificate of origin issuance and submission of documents to
certificate issuance.

B Korea’s C/O Issuance System

O In Korea, a business, in principle, has to apply for issuance of a certificate of
origin online,8 and a series of steps for certificate issuance are to be made
online, including filling out an application form, submitting required documents
and obtaining a certificate of origin, whereas in Viet Nam, a company, even
though having applied for issuance online, is required to submit documents
directly or by mail to an issuing office. (Online application is optional.)

B Online:

Figure 31. C/O Issuance Procedure of Korea Customs Service

KCs Inssuance
Website ) V 4 Y 4 V 4 V 4 (Printout)

B Online:

Figure 32. C/O lIssuance Procedure of Korea Chamber of Commerce & Industry

KCs Inssuance
Website ) V 4 Y 4 V 4 V 4 (Printout)

8 Article 26 of the Notice of the Act on Special Cases of FTAs (Application for Issuance of Certificate of
Origin)
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W Offline:
Prepare documents, visit and submit the documents directly to the KCCI, and
obtain a certificate of origin.

O In Korea, the entire process of issuing a certificate of origin is carried out
online, so it usually takes about two hours or less for a company, if certified
as an Approved Exporter, to apply for issuance of a certificate of origin and
obtain the certificate, but it normally takes about a day in Viet Nam (based on
the office hours).

B Necessity to Introduce the System

O Since the biggest difficulty in using the FTA was found to be a direct visit to
an issuing office to submit documents, an electronic issuance system is
necessary to reinforce the competency for FTA utilization.

B. Origin Management System

W Concept

O This is a system built to help companies that have difficulties managing the
country of origin under FTAs. In the system, once origin-related data are
entered, the country of origin is determined automatically.

Figure 33. Configuration of Origin management System

Origi KCs
rigin »  UNI-PASS
Management or KCCl
ERP System » Criteria;
* Financial; + Transaction; Computer
* Purchase; ERP ERP Receipt * System; Document System of
- e A
* Inventory; Transmission Module * Management; Relay Manufacturing
* Production; « Determination Exporter
* Sales Management;
» Document Electronic
Management Document
Relay System
| of Certified
Intermadiator
of Electronic
Paper
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B Korea’s Origin Management System

O Developed by the Korean government, two origin management systems, FTA
KOREA (Ministry of Trade, Industry and Energy) and FTA PASS (Korea Customs
Service), are available free of charge to companies.

Table 38. State of FTA KOREA & FTA PASS Utilization

(Unit: Number of Cases/Cumulative as of the end of 2017)

FTA KOREA FTA PASS

No. of Member Companies 13,901 16,489
No. of Origin Determinations 1,664,973 64,106,296
No. of Documents Issued 4,758 195,562

Source: KT NET, Korea Institute of Origin Information

O Besides the origin management system developed by the government, lots of
exporters and importers have developed their own origin management system
that links to corporate ERP, which all have led to active use of an electronic

origin management system.

B Necessity to Introduce the System

O A procedure for origin determination, if carried out not by an electronic system,
but by hand, may result in incorrect origin determination, and with FTAs in
effect increasing over time, the rules of origin become varied depending on the
FTAs. Companies are required to make a correct determination through an

electronic system according to corresponding rules of origin.

O FTAs normally provide that documents required for origin certification be kept
for five years. Documents, if kept in hard copy at several places, may be
damaged or lost. An electronic system is, therefore, required that can
automatically save the history of certificate issuance and keep the submitted

documents.
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C. Electronic Origin Data Exchange System (EODES)

W Concept

O With the electronic origin data exchange system, the customs authorities of
trading countries can share the information on origin certification and notify
the other customs of the preferential tariff rate on the certificate under a
corresponding FTA.

M Korea’s Electronic Data Exchange System

O Korea is currently operating an electronic data exchange system for the
China-Korea FTA.

B Necessity to Introduce the System

O A certificate of origin, issued in the exporting country, is sent in time to the
Customs of the importing country through this system, and the Customs can
check the accuracy of the reported information on the certificate at an audit,
which can reduce a risk of penalties that may arise in connection with
post-clearance auditing.

O In the long term, this system will contribute to increasing the rate of FTA
utilization as it is one of the efforts of the customs authorities to share the
information on origin certification and help exporters and importers use the
FTA in an easier and faster way.
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Figure 34. Korea’s Electronic Data Exchange System
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D. Website to Provide Information on Tariff Rates of Destination Country for

Exports

B Concept

O Such a website was found to be one of those the companies using an FTA need
most. It is necessary to build and operate a website that provides information

on preferential tariff rates by FTA.

B Korean Website that Provides Information on Export Tariff Rates

O Korea Customs Service is operating a website that a visitor can search by HS
code or article name in Korean or English for export tariff rates under each of

the FTAs.

B Necessity to Introduce the System

O Such a website is the most basic necessity in utilizing an FTA. Exporting
companies need to identify bound tariff rates on goods to be exported but
often face difficulties finding out the tariff rates of the destination country for

exports.
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O That is to say, the companies, even though wishing to use an FTA, is not able
to identify benefits from use of the FTA, thus failing to use it. The government
needs to build such a website and make it available to exporters.

Figure 35. Korean Website Providing Information on Tariff Rates of Destination Countries

for Exports
— — Preferential Tariff Rate(Export from Korea)
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2. In Terms of Programs

B Korea has established and operated various programs to increase FTA utilization
rates, but there has been a lack of FTA-related laws and programs in Viet Nam.
This part introduces the FTA-related programs Korea is currently operating.
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Table 39. Comparison of FTA-Related Programs

In Use (ii/0)

FTA-Related Program :
Korea Viet Nam

Declaration of Origin U U
Approved Exporters U G
Customs’ Advance Verification of Certificate of Origin u a

Simplified Certificate of Origin Confirmation for Agricultural, Livestock,

Fishery Products and Traditional Foods u u
Simplified Issuance of Certificate of Origin U a
Declaration of Inward Processing u a

A. Declaration of Origin Program

W Concept

O A producer (supplier) proves the country of origin for materials or finished
goods supplied domestically.

O The country of origin proved can be used repeatedly for a period of not more
than one year in the case where materials are supplied to a single producer
or exporter for a long time.

W Effect

O Origin certification becomes more accurate and prompt as the program
designates standard forms for supporting documents on domestic raw materials.

O The program has a supplier of raw material prove the country of origin,
relieving an exporter of the burden of origin certification for materials in use
for production.

M Necessity to Introduce the Program

O According to a recent amendment of the legislation in Viet Nam, Circular No.
05/2018/TT-BCT introduced a system similar to Korea’s origin (comprehensive)
verification system.
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O However, the system of Viet Nam does not include the origin® (comprehensive)

declaration and can only be used once for every issuance. An origin declaration
needs to be submitted whenever the origina certificate is issued. Therefore, it
can be burdensome for companies that repetitively supply products to the
same producer or exporter, Viet Nam may consider introducing the concept of
the origin (comprehensive) declaration of Korea.

Figure 36. Origin Declaration Form (Vietnam language)

PHU LUC X
BAN KHAI BAO XUAT XU CUA NHA SAN XUATINHA CUNG CAP NGUYEN LIEU TRONG
(ban hanh kém theo Théng tur 30 05/2018/TT -{gg?{?géy 03 thang 4 ndm 2018 quy dinh vé xuat xF
hang hoa)
Ténnhasanxust Congty ...
M3 s Doanhnghiép: ..o
SR e e e e
TrigdFoB):. ... USD
Hoa don gidtr giatang: ............

(Tén nhd sdn xudtinha cung cdp nguyén lidu trong nudc) xAc nhdn rang nguyén liduhang hba (1)
et (MO 13 hang hoa, mA HS 6 54) khaitai van ban nay ducc san xuat tai
nhamay cia Congty chungtditai (2)........._... ViétMam coxudt xF VigtMam va dap &ng tiéu
chi xudt=r (2)............... theo gquy dinh tai Chrong Quy tac xudtx hanghoatrong (4) ...
C6ng ty cam két thing tin khal bao trén 13 dling va chiu trach nhidém trude phap ludt vé thing tin 3
khai.

.............. , ngay ... thang ...ﬂém 20...
MNguedri dai dién theo phap ludt cua thieorng nhan
(Ky, dong dau, ghi rd ho, tén)

Ghi chil.

- M3uBan khai bdo nay ap dung 81 v&i nguyén liduhanghda cb xuat xk durocsan xusttai Vit
Mamva sl dunglam nguyén liéudiu vao cho cing doan tiéptheo d& sdnxuatra mithanghoa
¥UAt khdu khacchathuong nhan dé nghi cap C/O (trir thereng nhan dé nghi cap C/O mau D).

(1) Trurérng hop ob nhidu nguyén liéwhang hoa cin khai bio xudtxd, thirong nhan cothé liét ké
thanh mdtdanh mucdinh kém van banxacnhan nay (dong dau giap lai cla throng nhan)

(2} Ghi dia chi nha may hodcxwdng san xuitcia Cong ty tai VidtNam
(3) Ghitiéu chi xuatx cu thé (vi du: CCRVC. %)
(4) Ghitén FTAThéngtwr... (vi du: VKFTAPhu luc| Thangtu..)

9 Origin (comprehensive) declaration: A declaration form that allows companies to use the initially issued
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Figure 37. Origin Declaration Form (Translated)

Appendix X
ORIGIN DECLARATION OF DOMESTIC MANUFACTURERS AND DOMESTIC
MATERIAL SUPPLIER
{issued together with Circular no 053/2018/TT-BTC dated 03 April 2018 on Elaboration on
Goods Origin)

Manufacturer Name: Gnmpam
Business code: .

Quantity: ...
FOBvalue: .._.__........

VAT imvodce No.: ... ...

(Name of the domestic company / manyfacturer of raw material) confirms that the material /

product{l) . .. ... {the description of the goods, the HS code of 6 numbers) stated in this
document is produced af our company'’s factory af (2) ... ... in Vietnam originating from
Vietnam and can meet the criterion of ovigin (3) ... ... as prescribed in the Chapier of

Rules of Qrigin in (4) ...

The company guarantees that the above mentioned information is correct and takes all
responsibility for the declared mmformation
... day ... month ... year 20 ..
Legal representative of the trader
{Signature, seal, full name)

Note:

This form 15 applicable to originating materials / goods made m Vietam and used as iputs
for the next stage to produce another export goods of the trader. (except for form D)

(1) In case there are many materials / products to be declared, the enterprise can make list and
attach to this document.

(2) Address of manufacture or factory of Viemamese company

(3) Specify origin criteria (EX: CCRVC. . %)

(4) Specify name of FTA /Decree . ( Ex: VEFTA/Annex Icircular ...)
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B. Approved Exporters Program

W Concept

O An exporter certified by the customs authorities to have the capability of origin
certification is granted the right to issue a certificate of origin or the benefit
of simplified document submission.

W Effect

O This program is to reduce the inconvenience of preparing and submitting large
numbers of supporting documents every time a business applies for issuance
of a certificate of origin under an FTA.

O When an Approved Exporter applies for issuance of a certificate of origin, the
time required for an audit is cut to two hours or less.

O In other words, the program grants an exporter a benefit of simplified
certificate issuance, relieving the exporter of one of the difficulties in using an
FTA (the time and cost required to obtain a certificate of origin), and ultimately
contributing to an increased FTA utilization rate.

Table 40. Types of Korea’s Approved Exporters Program

Approved Exporters by Company Approved Exporters by Article
Sggzgﬁ(t)f All agreements and all articles Approved agreements, HS code 6 digits
Validity 5 years 5 years (Applied dlffereptly depending
on legal compliance)
Approval . .
Authorities Main Customs (Seoul, Busan, Incheon, Daegu, Gwangju) and Pyeongtaek Customs
Approval | Legal compliance and capability of origin Legal compliance and capability of
Criteria certification by FTA origin certification for HS code 6 digits
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B Necessity to Introduce the Program

O The program encourages businesses to have their own capability of origin

management, finally reducing the labor and costs required for inspecting the

documents submitted for certificate issuance.

O The Korea-EU FTA requires an Approved Exporter No. in the case where a

business wishes to be granted preferential tariff treatment for an article worth

more than 6,000 euros. Viet Nam, thus, also needs to review this system prior
to the effectuation of the FTA with the EU.

Table 41. State of Approved Exporters of Korea (No. of Companies)

(As of March 2016)

Approved Exporters by Company

Approved Exporters by Article

Sub-Total

1,006

8,932

Total

9,938

Source: Korea Customs Service

C. Customs’ Advance Verification of Certificate of Origin for SMEs

W Concept

O The Customs Service examines in advance the suitability of the Declaration of

Origin prepared and issued by a small- or medium-sized manufacturer.

W Effect

O For small and medium-sized manufacturers, which may have less understanding

of FTAs or less ability for origin determination, the Customs Service examines

the suitability of a Declaration of Origin prepared by such a manufacturer,

helping them to use FTAs in a reliable way.
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D. Simplified Certificate of Origin Confirmation for Agricultural, Livestock,
Fishery Products and Traditional Foods

B Concept

O For agricultural, livestock, fishery products, and traditional foods like Kimchi,
the country of origin can be confirmed with any of the following: Certificate of
Agricultural Product Traceability Management Registration, Certificate of Fishery
Product Traceability Management Registration and Quality Certificate for
Traditional Food.

B Effect

O The program simplifies the origin certification procedure for the businesses of
agricultural, livestock, fishery products, and traditional foods which have
difficulties in proving the country of origin due to lots of documents required.
The program is expected to increase FTA utilization rates.

E. Simplified Issuance of Certificate of Origin

W Concept

O For certain articles of which country of origin can be determined with ease, it
becomes easier to obtain a certificate of origin.

W Effect

O A certificate of origin for general goods requires a number of documents to be
submitted, whereas only the Origin Verification Questionnaire and the
Declaration of Inward Processing are required when a certificate of origin is
issued for articles subject to the program of Simplified Issuance. It is also
possible to fill out a Declaration of Inward Processing in a simplified way.
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F. Declaration of Inward Processing

W Concept

O Those which produce and supply materials, when requested by a producer or
exporter using them in production, can confirm that the materials have been
produced domestically.

W Effect

O This program compensates for such cases where a Declaration of Origin cannot
be issued and makes it easier to verify the accumulation of production
processes in Korea. Consequently, the program makes it simpler to meet the
rules of origin.
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Conclusion

As shown below, this chapter classifies the difficulties in using the KVFTA, which

have been identified by research stage, and presents solutions to the difficulties by

dividing the solutions into those of government level and enterprise level.

Table 42. Conclusion of Research

Research Difficulty in Using sl
Stage the KVFTA Government Level Enterprise Level
) Requ'lred‘ to dlfectly visit a « Introduction of Electronic + Understanding of Online C/O
C/O issuing office to submit
C/O Issuance System Issuance Procedure
documents
- . « Increase of C/O Issuing » Utilization of Agency
Lack of C/O issuing offices Offices Specialized in C/O Issuance
» Building a Database that
Survey on « Difficult to find tariff rates of Provides Information on

Current Status

destination countries for
exports

Tariff Rates on Exports

+ Operating a Website that

Provides Information on
Tariff Rates on Exports

+ Close Cooperation with

Trading Country

Different HS code systems
between exporters and
importers

Provision of Guidelines on
C/O-Related Work
Procedures

Promotion of C/O-Related
Regulations

Understanding of
FTA-Related Laws and
Regulations

Placement of Responsible
Personnel

Consultation

+ Origin determination made

by hand

Origin-related documents
keeping

« Review of Measures to

Introduce Origin
Management System

+ Use of Origin Management

System

* Publication of Work Manuals
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Table 42. Continued

Research Difficulty in Using sl
Stage the KVFTA Government Level Enterprise Level
+ Understanding of
. Absence of Standards Act for | Reviewing or Int_rodL_Jcmg FTA—Rel?ted Laws and
) FTAs FTA-Related Legislation of Regulations
Analysis of Other Countries « Placement of Responsible
Legislation Personnel
and Programs —
+ Shortage of FTA-related * Reviewing Measures to + Understanding of
Introduce FTA-Related
programs Programs FTA-Related Supports

1. Comparison of FTA Utilization Environment Between Companies of
Korea and Viet Nam

Table 43. Comparison of FTA Utilization Environment Between Companies of Korea and

Viet Nam

Category

Korea

Viet Nam

FTA Effectuation Status

15 FTAs (Vietnam, Europe, U.S,
ASEAN, China, etc.)

.

10 FTAs (Korea, ASEAN, China,
Japan, etc.)

Method of C/O Issuance

Issued by agencies or
autonomously

Issued by agencies

Issuing Agencies

Customhouse / Chamber of
Commerce (electronic request
and issuance)

MOIT (electronic request and
issuance upon visit)

Origin Management Body

Internal and external experts of
companies

Managed internally within
companies

Origin Management

Primarily based on the origin

Primarily managed by employees

Method management system in charge
Origin Ve_rlflcatlon + Many origin verificatins with EU, . Undisclosed
Experience u.S, etc.

Key Point of Origin
Management

HS code, partner origin
verification, BOM, material price,
sales price management, etc.

[Reinforcement of competency for
FTA utilization of companies]

FTA Incentives During
Import

Application of FTA upon
importation

» Low FTA incentives when
importing EPE and tariff
suspension articles

FTA Post-Application
(Refund)

1 year for all FTAs

« 1 year only for the K-V FTA and
30 days for other FTAs (however,
advanced reporting is required
upon importation)

Simplified FTA Issuance
System

Origin verified exporter, simplified
C/O issuance, etc.

[Reinforcement of competency for
FTA utilization of government]
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B FTA Effectuation Status

O Korea has currently signed 15 FTAs including the FTA with Viet Nam, and Viet
Nam has 10 FTAs including the FTA with Korea.

B Method of C/O Issuance

O There are two methods of issuing C/O, namely autonomous issuance and
agency issuance. Whereas Korea is using both methods depending on the FTA,
Viet Nam has adopted agency issuance in all of its FTAs.

W Issuing Agencies

O In Korea, Customhouse or Chamber of Commerce issues C/O. In Viet Nam, the
Ministry of Industry and Trade (MOIT) issues C/O.

W Origin Management Body

O Korea primarily manages origin by appointing persons in charge of origin
management for internal management of companies or entrusting to external
experts. Viet Nam primarily manages origin by internal management of

companies.

W Origin Management Method

O Whereas many Korean companies handle origin management using the origin
management system or computer, Viet Nam mostly manages origin by
handwriting.

W Key Point of Origin Management

O Korea primarily performs origin management by focusing on basic data for
determining origin such as HS code, BOM (Bill of Materials), raw material cost
and sales price and response to origin verification. This is a method of
reinforcing competency for FTA utilization on the corporate level. Companies of
Viet Nam must also manage origin by focusing on these items.
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B FTA Incentives During Import

O Whereas Korea applies the FTA to raw materials being exported, Viet Nam
suspends the import tariff in the cases of EPE (Export Processing Enterprise)
and tariff suspension articles. There are many companies of Viet Nam that do
not utilize the FTA.

B FTA Post-Application (Refund)

O In Korea, the FTA can be applied afterward within 1 year from the import
declaration date if the FTA tariff rate had not been applied upon import
declaration. The tariff corresponding to the difference between the basic tariff
rate and FTA tariff rate is refunded. On the contrary, Viet Nam explicitly
regulates that the FTA can be applied afterward for 1 year from the import
declaration date, only in the K-V FTA. Viet Nam only allows post-application for
30 days in other FTAs.

B Simplified FTA Issuance System

O As introduced earlier in the FTA system of Korea, Korea has various systems
related to the FTA such as the origin verified exporter system and simplified
C/0O issuance. This is the method of reinforcing competency for FTA utilization
on the government level, so the government of Viet Nam needs to place efforts
into this area.

2. Government’s Direction to Reinforce Competency for FTA Utilization

B Introduction of Electronic C/O Issuance System

O In Viet Nam, a business can apply for issuance of a certificate of origin online
(ECOSYS) but the final stage of issuance is completed by the applicant’s visit
to the office. The procedure for certificate issuance has not been totally
computerized yet.

O This situation, compared to a 100% computerized procedure, can lead to
difficulties such as the travel time to a certificate-issuing office, the time
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necessary to obtain and submit required documents, unnecessary labor costs
for document submission, and risk of document forgery or loss.

O In particular, the ECOSYS of the Ministry of Industry and Trade (MOIT) added
a new uploading function in the certificate issuance procedure in 2015, so
documents can be submitted online for the EAEV, VC, and ASEAN FTAs.
Companies, however, still have to visit an issuing office to submit documents
for certificate issuance under the other FTAs concluded by Viet Nam, including
KVFTA and KAFTA. If online uploading of documents is expanded to include all
the other FTAs, then paper works will be minimized, maximizing the efficiency
of work.

O In addition, it is thought that an electronic system to issue certificates of origin,
if introduced in Viet Nam, will not only increase FTA utilization rates by
improving exporter’s convenience but also enhance the work efficiency of
government agencies.

W Increase of C/O Issuing Offices

O To obtain a certificate of origin in Viet Nam, it is required to visit a local office
of the MOIT or Viet Nam Chamber of Commerce and Industry (VCCI).

O But, there is a shortage of local issuing offices, and furthermore, the
information on such offices is not sufficient, which has caused companies a lot
of inconveniences.

O Companies in some regions have low access to an issuing office, spending
much time in obtaining a certificate of origin.

O The government of Viet Nam, thus, needs to formulate measures to increase
issuing offices by for example, investigating all the offices and maintaining a
database of them.

O Considering the issues on labor force and costs arising out of the increase of
issuing offices, the government has to review such alternatives as an electronic
certificate issuance system.
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B Building a Database and Operating a Website that Provides Information on Tariff
Rates on Exports

O The websites operated by the Customs Offices of FTA contracting countries
have provided information on tariff rates, but they have low accessibility from
a user’s point of view and have failed to provide a concrete route for users to
find the tariff rates of the destination countries for exports.

O There should be efforts to support export at government level, such as building
a database or operating a website that provides information on tariff rates of

major destination countries for exports.

B Necessity to Supply Guidelines on C/O-Related Work Procedures and Promote

Related Regulations

O Such issues as different HS code systems between countries may delay the
issuance of a certificate of origin or customs clearance. It will be necessary to
supply guidelines on solutions to major difficulties companies have in obtaining
certificates of origin and to promote the relevant regulations.

B Review of Measures to Introduce Origin Management System

O Most of the procedures regarding certificates of origin, such as origin
determination and certificate issuance, have been carried out by hand, which
may result in incorrect or unreliable origin determination and increase a risk

of penalties at post-clearance verification.

O Origin determination needs to be systematized so as to reduce possible errors
in the determination and increase its accuracy, which will, in turn, lead to a
decreased risk of penalties.

O By systematizing such procedures, companies also can reduce the time and
cost required for origin determination, compared to the procedures made by
hand.
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B Reviewing or Introducing FTA-Related Legislation of Other Countries

O The FTA-related legislation of Viet Nam is currently composed of acts and
subordinate statutes scattered by FTA, so companies using an FTA tend to have
low accessibility to them. It is, thus, necessary to review the legislation systems
concerning FTAs of other countries in which the FTA utilization rates are high,
and to examine the ways to introduce suitable systems.

O With FTAs in effect increasing over time, it is inevitable to establish a Standards
Act applicable to all FTAs. If an Act is to be formulated every time a new
agreement is concluded, a country cannot but rely on an agreement presented
by the other contracting party due to an absence of the framework for FTAs
and will lose the initiative in negotiations to the other party.

O In Viet Nam, it is imperative to include the generals of FTAs in the domestic
legislation system, like the Act on Special Cases of Korea, and to enact a
Framework Act concerning the implementation of future FTAs to be
effectuated.

O In addition, Viet Nam has to conduct a thorough review of the systems
regulated in other countries to increase FTA utilization rates. For example, a
company, if wishing to be granted preferential tariff rates on imports, is
required to submit original documents, whereas Korea and the United Sates
legally allow copies to be submitted. This can be a measure to support
exporters and importers by preventing customs clearance from being delayed,
which may result in corporate loss.

B Reviewing Measures to Introduce Programs to Reinforce Competency for FTA
Utilization

O Considering the circumstances of Viet Nam, the government is required to
review the feasibility of the advanced programs of other countries to reinforce
the competency for FTA utilization, such as Declaration of Origin and Approved
Exporters, and those programs, if found to be feasible, have to be set forth

legally.
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3. Enterprises’ Direction to Reinforce Competency for FTA Utilization

A. Analysis of Factors Hindering FTA Utilization of Viethamese Companies

B Lack of Information and Knowledge About the FTA

O The general lack of information and knowledge about the FTA is a factor
hindering FTA utilization. Especially, despite the willingness to utilize the FTA,
companies have somewhat limited accessibility to information and knowledge
about the FTA such as the method of utilizing the FTA.

B Lack of Awareness About Necessity of FTA Utilization

O The lack of awareness about the necessity of FTA utilization caused by the lack
of information and knowledge of companies about tariff benefits and
preferential tariff rates is also a factor inhibiting FTA utilization.

Figure 38. Environment to Reinforce Competency of Vietnamese Companies

Establish Procedure for Origin
Management

Attention from Executives
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B Lack of Benefits Compared to Costs of FTA Utilization

O There may be companies that give up on FTA utilization if benefits from the
FTA are inadequate compared to time and cost required for FTA utilization.

B Concern for External Disclosure of Internal Information

O Since FTA utilization sometimes requires sensitive data of companies that
correspond to business secrets such as of BOM (Bill of Materials), the concern
for external disclosure of internal information may act as a factor hindering FTA

utilization.

B No Internal or External Environment of Companies to Utilize FTA

O For effective FTA utilization, it is necessary to establish internal environment of
companies to conduct origin management education and prepare work manual
for origin management, as well as external environment of the government to
introduce systems related to origin management.

B. Tasks to Reinforce Competency for Utilization (11 Tasks)

W Attention and Willingness of Managers

O To improve the environment for FTA utilization, it is necessary to enhance
attention, willingness and awareness of both hands-on workers and managers
in charge of the FTA.

B Appointment of Persons (Departments) for Origin Management

O Especially, since the FTA requires professional knowledge, it would be
necessary to appoint persons or departments exclusively in charge of origin

Mmanagement.

W Utilization of Origin Management System

O For more efficient FTA utilization, it is necessary to consider the method of
changing the current origin management system based on handwriting.
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M Preparation of Work Manual of Companies

O Most of Vietnamese companies do not have an FTA work manual prepared.
This can cause a serious problem in handling the FTA when the person in
charge of the FTA is absent. This needs to be prevented in advance by
preparing an FTA work manual appropriate for individual companies.

B Knowledge of Persons in Charge About Origin Management

O The handling of the FTA does not always occur on a daily basis. Since different
FTAs apply different regulations, it is necessary to increase the level of FTA
knowledge of persons in charge of origin management by conducting periodic
education on the FTA.

B Management of HS Code of Products and Raw Materials

O Since HS code is the most basic information needed to determine origin, each
company not only needs to manage HS code of products manufactured but
also manage HS code of raw materials used to manufacture products.

B Management of Raw Material Origin and Expense

O To determine origin of a final product manufactured, origin and expense of
each raw material used to manufacture the product must be managed
accurately.

B Storage and Management of Origin Verification Documents

O To prepare for FTA post-verification, exporters and importers are obliged to
store origin verification documents for 5 years. Each company must store and
manage origin verification documents.

W Sharing of Origin Information Within Company

O Since the FTA often requires company-wide cooperation of production,
accounting, procurement, etc., origin information needs to be shared smoothly
among different departments.
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B Sharing of Origin Information Between Partner and Exporter

O For consistent determination of origin, origin information of raw materials
supplied by partners needs to be managed. This means that partners and
exporters must constantly share origin information.

B Sharing of HS Code and Tariff Benefit Information Among Exporters and
Importers

O Exporters issuing C/O and importers receiving direct tariff benefits via C/O need
to cooperate closely. For proper FTA utilization, exporters and importers must
communicate actively by checking HS codes and tariff rates for articles
exported previously.

C. Method of Reinforcing Competency for Utilization

B Education of Companies on FTA Origin Management

O To reinforce competency for FTA utilization, companies must conduct periodic
education on basic legislations and regulations related to FTA utilization, online

C/O request process, etc.

B Review of Introduction of Origin Management Work Manual and System

O For efficient handling of the FTA, individual companies need to prepare and
utilize a specialized FTA work manual of each company. They also need to
review introduction of the origin management system by analyzing advantages
of the system such as prevention of errors in the origin determination results
that may occur from manual origin determination, ease of storage of origin
verification documents, ease of management of origin determination history,
etc.

B Utilization of External Experts

O Considering time and labor required to handle the FTA, it can be more efficient
for a company to utilize external experts than to handle the FTA internally.
Each company may consider utilizing external experts or professional agency
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exclusive in charge of origin management.

Especially, according to the K-V FTA, companies are required to visit a C/O
issuing agency and submit the origin verification document in order to issue a
C/O in Viet Nam. They must wait for about 2 hours after submission of the
document. Significant time is taken to fill out the C/O request form and submit
the document. To maximize work efficiency, entrusting a portion of the work
(e.g. use of a professional agency that submits C/O data on behalf of the
company) to a professional agency can be a method of reinforcing competency
for FTA utilization.

B Preparation of HS Code Master for Products and Raw Materials Handled

O It is essential to manage HS codes for products and raw materials to ensure

origin management. Each company may create and utilize an HS code master
for systematic management of HS code.

B Mutual HS Code Verification Between Foreign Buyer and Domestic Supplier

O Prior to export or import, companies can closely cooperate with the buyer to

mutually verify HS code of the transacted article and check the tariff rates of
the target nation in advance, confirming benefits of FTA utilization. It is
necessary to prevent possible problems from differences in HS code between
the two countries, such as delay of customs clearance, etc.

M Basic Information for Origin Management of Exported Articles - Management of

Production Information

O Since origin determination in the FTA premises that the article subject to origin
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B Basic Information for Origin Management of Exported Articles - Management of
Purchase and Sales Information

O Since origin determination in the FTA requires information about overall flow
of the article until it is manufactured, it is necessary to manage general
information including warehousing history after purchase of raw materials,
inventory management and sales of final products.

B Basic Information for Origin Management of Exported Articles - Management of
Price Information

O Companies are required to internally manage prices of articles such as
purchasing prices of raw materials and sales prices of exported (supplied)
articles, which are essentially required for origin determination (e.g. standard
for added value).

B Preparation of Method of Origin Management for Articles Supplied by Domestic
Suppliers

O Since the outcome of origin determination for a product can differ according
to the origins of the raw materials used to make the product, it is not only
necessary to manage the origin of the product but also to manage the origins
of raw materials supplied by domestic suppliers.

B Preparation of Periodic Origin Management Inspection Process

O After issuance of C/O and application of the FTA tariff rate, follow-up
management measures such as document storage for post-verification of the
origin are required. Companies need to inspect origin management status
periodically. To do so, companies must establish an internal origin
management inspection process.
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Appendix

1. Content of Survey on Current Status

B Government Agency

Visiting Vietnamese government Agency

Purpose of
visit

1. Identify the status of Vietnam-ASEAN / Korea-Vietnam FTA utilization

2. Identify the current FTA-related laws and regulations

3. Identify differences in the issuance of non-preferential C / O for preferential FTA C
/ O purposes

Visiting
Organizations

Vietnam Customs Service, Vietnam VCCI,
Vietnam Ministry of Industry and Trade (MOIT)

Meeting
contents

General information about companies in Vietnam

Identifying the difficulties that Vietnamese companies face in using the FTA,

especially the KVFTA or the KAFTA.

* Request information about FTA utilization rate

- Percentage of C / O Issuance / Amount compared to Total Export Credits / Amount

- Percentage of Form AK / VK issued to Korea

- Percentage of total imports / amount / amount of tax rate applied

- Number of FTA Customs Tariffs Applied to Korea

Confirmation of system and support program to be introduced in relation to issue

of C/ 0O

Identify the key factors that deny coverage tax rates

- Request for information on C / O issuance rejection or rejection of agreement tax
rate
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B Vietnamese companies and local companies

O Northern Vietnam [Hanoi] Company

Company name

Garco 10 Corporation

Main item

Jacket, shirt division Vietnamese companies

Export & Import
Status

(Major exporting countries) USA, Europe

(Major importing countries) Fabric import from China, Korea, etc.

Company Status
and
FTA application
procedure

As a processing company, it is subject to the tariff when importing raw materials
for export.

For export, C/O issuance according to the exporting country
- 100 % Form VK issued for export to Korea

Determination of HS Code of export goods and issuance of C/O based on

existing C / O that is issued / kept

- It is confirmed that there is a dedicated manpower for C/O issuance but the
decision of origin is made by hand

Errors in using

If the FTA is concluded with a new country, there is a lack of relevant
information, which makes it difficult for companies to utilize the FTA at an early
stage.

FTA
« If the HS code of the importing country and the exporting country are different,
there is difficulty because there is no precise instructions

Proposed
contents of « Information on export tariff rates
Vietnamese « Establishment of online system for the determination of origin and document
government management

agency
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Company name

KIEUN TRADING

Main item

Men's underwear division Korean companies

Export & Import
Status

(Major exporting countries) Korea (50%), USA

(Major importing country) All raw materials Imported from Korea

Company Status
and
FTA application
procedure

As a processing company, it is subject to the tariff when importing raw materials
for export.

For export, C/O issuance according to the exporting country
- Form VK issued when exporting to Korea
- MOIT recommended Form VK to be issued.

After applying for C/O through online

- Submitting related documents such as C/O application, export declaration,
shipping documents (Invoice, B/L, P/L) and Consumption File directly to C/O
issuance office

Errors in using

Cost and time of issuing C/O
- It takes about one day from application to issue

FTA - The accessibility of C/O issuance office is low, so the submission documents
are entrusted to agency.
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Company name

DEAYANG GARMENT

Main items

Men's and women's L
Division Korean company
sports apparel

Export & Import
Status

(Major exporting countries) Korea (100%)

(Major importing countries) Korea (80%), China (20%) Fabric import

Company Status
and
FTA application
procedure

As a processing company, it is subject to the tariff when importing raw materials
for export.

Issuing Form VK for export to Korea
- Upon request of Korean buyer

After applying for C/O through online

- Submitting related documents such as C/O application, export declaration,
shipping documents (Invoice, B/L, P/L) and Consumption File directly to C/O
issuance office

Errors in using

C/O Issuance Time and Cost
- It takes about one day from application to issue

FTA - The accessibility of C/O issuance office is low, so the submission documents
are entrusted to agency.
Vietnamese
government
agency Increase the number of C / O issuing offices to reduce the time and cost burden.
suggestion
contents
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Company name

Hyundai Thanh Cong Vietnam Jsc.

Main items

Automotive & Auto Parts Division Vietnamese companies

Export & Import
Status

(Major exporting country) No exports, full supply to Vietnam

(Major importing countries) Import of automobile parts from Korea and China

Company Status
and
FTA application
procedure

« Imports automobile parts, manufactures finished cars (CKD) at local factories,
imports finished cars (CBU) and sells them to domestic market in Vietnam

» Not using FTA
- The reason why the FTA agreement tax rate is not applied is that the
difference in tax rate between the MFN tax rate and the negotiated tax rate
of imported parts is not large or there is not much profit because there are
many long-term items.

« Check HS codes for automobiles and auto parts every year and compose tax
comparison table
- Analyze cost and benefit when applying FTA and decide whether to apply FTA

*: Applied WTO tax rate

MFEN AKFTA VKFTA
Type of vehicl HS cod
ype of vehicle ©%€ | o016 | 2017 | 2018 | 2017 | 2018
Cylinder capacity not exceeding 1.000 cc 8703.21.99 0% * * 8% | 78%
Cyiider capacity . . | o .
exceeding 1,000 cc but not exceeding 1,500 cc 8108.2299 10% 8% | 78%
Gas 8703.2391
engine  |Cylinder capacity 8703.23.92 70% " N 8% | 78%
exceeding 1,500 cc but not exceeding 3,000 cc 8703.23.93
Passenger 8703.23.94 61% 4% | 74%
vehicle Cylinder capacity @ " N B B
exceeding 3,000 cc 8703.24.99 61% 4% | 74%
Cylinder Capacity not exceeding 1.500 cc 8703.31.99 0% * * 8% | 78%
Diesel [Cylinder capacity
; - ) 8703.32.99 70% * * 8% | 78%
engine  |exceeding 1,500 cc but not exceeding 2,000 cc ’ ° 0
Cylinder capacity
703.33. * * % 9
exceeding 2,500 cc 8703.33.99 70% 8% | 78%
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Company name

ABK VINA Logistics

Main items

agricultural products, etc.)

Forwarding Service
(Variety of clothing, Division Korean company

Export & mport
Status

(Major exporting countries) Korea, Japan, etc.

Company Status
and
FTA application
procedure

It is a forwarding company handling various goods such as clothing and
agricultural products. It receives all the documents necessary for C/O issuance
from the shippers and performs a series of processes from online application to
C/O issuance.

When exporting to Korea, Form VK is mainly issued
- It is in accordance with the requirements of Korean buyers. Form AK was used
before the VK FTA came into effect.

Receive C/O issuance online and visit C/O issuance office to receive C/O
- C/O Issuing Office requires a minimum of 2 to 4 hours of waiting time for C/O
issuance

After the issuance of the C / O, all related documents are delivered to the
shippers, so there is no responsibility for document keeping.

Visit MOIT office to issue C / O
- To check the specific procedure, accompanied by the C / O issuer of the
vendor, visit the MOIT office to issue the C / O
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Company name

Kefico

Main items

Automotive Parts Division Korean companies

Export & Import
Status

(Major exporting countries) Korea (100%)

(Major importing countries) Raw material imports from Korea (28%), USA (40%),
Europe and Asia

Company Status

* EP company manufacturing autoparts and exporting to Korea

FTA asgﬁcation » Form AK is.sued.to Ko.r.ea .
- Form AK is being utilized to apply the cumulative standard of ASEAN country
procedure ;
raw materials

Proposed
contents of
Vietnamese » C/O issuance as well as C/O issuance all online
government

agency

Company name

Ha Noi Trade Corporation (Hapro)

Main items

Hand Grab Products division Vietnamese company

Export & Import
Status

(Major exporting countries) Exports to over 70 countries including Korea

(Major importing countries) imports from various countries including Korea

Company Status

« Hapro is a border enterprise with 22 affiliates and 5,000 employees of Hanoi
people, mainly producing handgrap products, selling or exporting

* Korea-FTA FTA when importing goods from Korea

and
FTA ri)rc)zgzizon « Form VK and Form AK are used for export.

P - We are dealing with items with little difference between VK and AK FTA
agreement rates, and are issuing C / O in the form requested by the buyer
without any discrimination.

Proposed

contents of

Viethamese « C/O issuance as well as C/O issuance all online

government
agency
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Company name Hi-tech Hanoi Co., Ltd.

Main item Epoxy, UV adhesive Divisions Korean Company

Local delivery to Vietnam EPE Company (major exporting countries) and no export
Export & Import

Status

(Major Importers) Korea (100 %)

+ Vietnamese EPE Company has purchased goods from its headquarters in Korea
to clear the country. The company has imported some of the adhesive for a

Company status small sale with the EPE maintenance and Non-ATE supplier.

and
Process for using| Use of the Aslan FTA when importing some of the glue
FTA -
- Conventional tax rate of zero percent
- Vietnam Customs recommends using VK FTA
Errors * Delayed import clearance when applying agreement tax rate
. - The C/O copy is not accepted and the original C/O must be submitted directly
using FTA Y . .
after it is sent from Korea, so import customs clearance is often delayed.
Proposed
contents of
Vietnamese * Provide related training and 1: 1 consulting when applying for the first FTA
government
agency
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Company name

Samwon International Co., Ltd.

Main item

Frozen mango, pineapple, etc. division Korean company

Export & Import
Status

(Major exporting countries) Korea (100%)

(Major importing countries) Korea (100%)

Company Status
and
FTA application
procedure

Mango and pineapple produced in Vietnam are frozen and exported directly to
Korea. In addition, some items such as apples and pears are imported from
Korea and sold in Vietnam.

Form VK 100% issued to Korea

Errors using FTA

Difficulty in classifying product items

- Difficult to determine HS Code for mixed agricultural and marine products

- The HS Code is determined by inquiring to the Korea Customs Service or the
Customs Customs at the time of customs clearance

There is no precise guidance on how to process if the HS Code differs between
the importing and exporting countries

Proposed
contents of
Vietnamese
government

agency

Overall publicity, education and support related to FTA utilization
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O Southern Vietnam [Ho Chi Minh] Company

Company name

Tropical Fruit Co., Ltd.

Main item

Tropical fruits such as dragon L .
Division Viethamese company
and coconut

Export & Import
Status

(Major exporting countries) EU, Australia, Korea etc.

Company Status
and
FTA application
procedure

« A contract with a farm that directly grows tropical fruits, and then imports and
exports fruits to the farm

« Form AK issued to Korea in 2015
- Form AK issued before the VK FTA takes effect

 The time required for C/O issuance usually takes about 8 hours.
+ C/O application, export declaration, shipping documents (invoice, B/L, P/L)

 In MOIT, we went directly to the farm to verify that we are actually growing
fruit.

Company name

CAN Chemical Co., Ltd.

Main item

PE foam, laser, electronic o
. Division Korean company
accessories

Export & Import
Status

(Major exporting countries) Most exported to Vietnam, some exported to Korea

(Major importing country) Some raw materials are imported from Korea, mostly
local procurement

Company Status
and
FTA application
procedure

« Use VK / AK Form when exporting to Korea

+ Some raw materials are imported from Korea, but the agreement tax rate is not
applied
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Company name

Seaprimexco Vietnam

Main item

shrimp Division Viethnamese company

Export & Import
Status

(Major exporting countries) Korea (20-25%), USA, Canada, etc.

(Major importer) Imported tempura, sauce, etc. from Thailand

Company Status

* (Major importer) Imported tempura, sauce, etc. from Thailand

» Form AK issued to Korea

and -
FTA application - Form AK issued upon request of Korean buyers
procedure + We have been verifying that the shrimp was purchased in Vietnam about once
a year, but there was no problem in verification
Proposed
contents of
Vietnamese » C/O issuance as well as C/O issuance all online
government
agency

Company name

Dien Quang Lamp Jcs.

Main item

Lighting eqlL; |rp])qn|;|sent such as division Vietnamese company

Export & Import
Status

(Major exporting countries) Cuban, Brazil and export to about 30 countries
(Korea has a history of export in the past)

(Major importing countries) Raw materials import from Korea, Taiwan, China and
Japan

Company Status

« Form AK issued when exporting to Korea

and
FTA application | « We have been verifying that the shrimp was purchased in Vietham about once

procedure a year, but there was no problem in verification

Proposed
cgntents of « Establishment of a website for checking the import tax rate of the partner
Vietnamese

country

government

agency
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Company name

Thao Hein Co., Ltd.

Main item

Frozen shrimp, sea squirt, etc. Division Viethamese company

Export & Import
Status

(Major exporting countries) Most of agricultural and marine products are exported
to Korea

Company Status
and
FTA application
procedure

« The agricultural and marine products are directly grown / produced or
purchased locally, processed and exported directly, and other products are
exported

« 100% FTA is applied for goods that are directly exported except for export
agency

« Form VK for agricultural products and Form AK for marine products.
- Depending on the needs of Korean buyers (with more tax benefits)

Receive C / O issuance online, visit C / O issuance office directly, submit

documents and receive C / O

- In case of agricultural and marine products, C / O can be issued with export
declaration form, shipping documents (invoice, B / L, P / L), confirmation of
purchase and receipt

« There is no issuance fee, but there is a cost to purchase Form AK / VK

* Related documents are kept for 5 years
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2. Content of Survey

1. First Survey content
[1] Company Information

1. In which industry is your business?

] Electronic & Electrical Equip [ ] Machinery & Precision
Fabric & Apparel & Other Finished Prods of Fabrics
Steel & Other Base Metals [ ] The Chemicals
Automobiles & Parts [ ] Food & Beverage

Agriculture, Livestock & Fisheries
Timber & Furniture

[
[
[
[
[
[
[ ] Services [ ] Other ( )

]
]
]
]
]
]

2. Which of the following types of products does your company produce?
[ ] For exporting directly to Korea
[ ] For exporting directly to countries other than Korea
[ ] For supplying to exporting companies which export to Korea
[ ] For supplying to exporting companies which export to countries other than
Korea

[ ] For supplying to domestic demand in Vietnam

[2] Utilization Status of FTA

3. Does your company utilize FTA?
[ ] Yes (only for exporting goods)
[ ] Yes (only for importing goods)
[ ] Yes (for exporting and importing goods)
[ ] No— Go to Question 9

4. Which of the following FTA does your company utilize?

[ ] ASEAN-Korea FTA — Go to Question 5
[ ] Vietnam-Korea FTA — Skip Question 5
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[ ] ASEAN-Korea FTA + Vietnam-Korea FTA — Skip Question 5
[ ] Other FTAs (e.g. ASEAN-China FTA, ASEAN FTA) — Skip Question 5

5. What is the reason for your company to utilize ASEAN-Korea FTA instead of
Korea-Viet Nam FTA?
Low margins of preference on Vietnam-Korea FTA
Could not perceive that Vietnam-Korea FTA has entered into force

[]
[]
[ ] Lack of information on Vietham-Korea FTA

[ ] No problem with current status utilizing ASEAN-Korea FTA

[ ] Others ( )
6. What is the biggest difficulties to utilize FTA when exporting goods, i.e., when

applying for Certificate of Origin? (select all that apply)

[ ] Lack of understanding of PSR and classification

[ ] Difficulties of classification according to rules of origin

[ ] Too many proofs and documents for origin required

(including management and verification of origin)

[ ] Concerning about confidentiality outflow

[ ] Cost burden of origin management, including staffing costs

[ ] Others: ( )

7. What is the biggest difficulties to utilize FTA when importing goods, i.e., when

claiming preferential tariff treatment? (select all that apply)

[ ] Difficulties getting the Certificate of Origin from exporters in Korea

[ ] Burden on verification of origin

[ ] Customs clearance problems when claiming preferential tariff treatment
(e.g. clearance delay)

[ ] Too many proofs and documents for preferential tariff treatment required by
Vietnamese /Korean Customs

[ ] Others: ( )

8. Which of the following FTA issues have you experienced? (select all that apply)
[ ] Difference in HS Code between two parties of an FTA
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[ ] Exporters not willing to issue Certificate of Origin

[ ] Clearance delay due to claiming preferential tariff treatment

[ ] Requirements regarding to effective Certificate of Origin (e.g. denial of issuance
due to typo, simple errors)

[ ] Request of post verification by Vietnamese Customs

[ ] Others : ( )

9. What is the main reason for your company not to utilize FTA? (select all that
apply)
[ ] Lack of information on FTA
[ ] No incentives (e.g. margin of preference too small, small trading volume, other
preferential schemes etc.)
[ ] Cannot meet the Rules of Origin requirement for using FTA
[ ] Relatively high cost of origin management
[ ] Lack of professional manpower
[ ] Others: ( )
10. Where do you get information and understandings regarding Korea-Viet Nam
FTA?
[ ] From government authorities of Viet Nam (please specify the name(s):
( )
[ 1 From associations (please specify the name(s): ( )
[ ] From Korean partners
[ ] Other: ( )

11. Do you get any support from government authorities?

[ ] No
[ ] Yes (Please specify the name of the organization(s): ( )
(Please rate your satisfaction level from 1(lowest) to 5(highest): ( )

12. What kind of assistance do you expect to get from government authorities of Viet
Nam?
[ ] To provide information on preferential treatment of VKFTA
[ ] To provide support in import export procedures
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(origin verification, C/O issuance etc.)
[ ] To provide market access opportunities
[ ] Other: ( )

2. Checklist for Second In-Depth Interview

Remarks

A Further in-depth interview was conducted with the companies that had
responded to the 1st online survey. A checklist for an in-depth interview as following
below was drawn up for the answers each of the companies had selected in

questionnaire of 1st survey.

Checklist

(D Regarding to Questionnaire #2
- Transaction Type

Answers in 1st Survey Checklist in 2nd In-Depth Interview

For exporting directly to Korea -

For exporting directly to countries other than
Korea

For supplying to exporting companies which
export to Korea

For supplying to exporting companies which
export to countries other than Korea

For supplying to domestic demand in Vietham | -

Which of the following types of products does

No response
your company produce?
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@ Regarding to Questionnaire #4
- Type of FTA Utilizing

Answers in 1st Survey

Checklist in 2nd In-Depth Interview

ASEAN-Korea FTA

What is the reason for your company to utilize
ASEAN-Korea FTA instead of Viet Nam-Korea
FTA?

Vietnam-Korea FTA

What is the reason for your company to utilize
Only Viet Nam-Korea FTA?

ASEAN-Korea FTA + Vietnam-Korea FTA

What is the reason for your company to utilize
both ASEAN-Korea FTA and Viet Nam-Korea FTA?

Other FTAs (e.g. ASEAN-China FTA, ASEAN FTA)

1. Which FTA does your company to utilize?
2. Does your company utilize other FTAs as well
as VK FTA or AK FTA?

® Regarding to Questionnaire #5

- (only to companies utilizing ASEAN-Korea FTA) Reason for Utilizing ASEAN-Korea

FTA

Answers in 1st Survey

Checklist in 2nd In-Depth Interview

Low margins of preference on Vietnam-Korea
FTA

Could not perceive that Vietnam-Korea FTA has
entered into force

Lack of information on Vietnam-Korea FTA

No problem with current status

ASEAN-Korea FTA

utilizing

1. Does your company analyze the benefits of
utilization of ASEAN-KR FTA?
(if yes) What are the effects of using the
ASEAN-KR FTA? (please select one answer)
- No clear effect so far
- Increase in sales but no change in profit
- Increase in sales and in profit

2. Does your company compare and analyze the
effects of ASEAN-KR and Viet Nam-KR FTA?
(if yes) (1) Preferential rates with AK and VK
FTA is low? (2) Are there any other
advantages in utilizing AK FTA?
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® Regarding to Questionnaire #6

- Difficulties to Utilize FTA when Exporting Goods

Answers in 1st Survey

Checklist in 2nd In-Depth Interview

Lack of understanding of PSR and classification

. Please describe the specific items that utilize

FTA.

. Do you recognize the Preference Criterion

(PSR) of that items?

. How do you get information and determine

Preference of Criterion (PSR) for the items?

. What is the internal procedure for determining

origin of the goods?

. How do you determine HS code of the

finished goods?

Difficulties of classification according to rules of
origin

. How do you determine HS code of the

materials for the finished goods?

Too many proofs and documents for origin
required (including management and verification
of origin)

. What types of documents is your company be

required to submit or storage?

Concerning about confidentiality outflow

Cost burden of origin management, including
staffing costs

Others

. What is specific difficulties for your company

to utilize FTA when exporting goods (when
applying for Certificate of Origin)? (please
select answer)

- time and cost for applying C/O

- complicated procedure for applying C/O

- others ( )

(® Regarding to Questionnaire #7

- Difficulties to Utilize FTA when Importing Goods

Answers in 1st Survey

Checklist in 2nd In-Depth Interview

Difficulties getting the Certificate of Origin from
exporters in Korea

1. Has your company rejected even though your

company request issuance of C/O to Korean
exporters?

(if yes) What is the reason for Korean
exporter to reject to issue C/O?

- For example;
- cannot meet the rules or origin

requirement for using FTA

- non-cooperation by exporters, etc.
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Answers in 1st Survey

Checklist in 2nd In-Depth Interview

Burden on verification of origin

1. Have you experienced Verification of Origin? If
yes, which country's authorities did conduct
Verification?

2. As a result of Verification, customs authorities
confirm preferential origin and rates or deny?

3. How did your company deal with the
verification? Please describe detailed process
for claiming appropriateness of the origin.
4. What type of the proofs and documents do
Customs authorities request for verification of
origin?

Customs clearance problems when claiming
preferential tariff treatment (e.g. clearance
delay)

1. Which type of customs clearance problems
when claiming preferential tariff treatment?
- Clearance Delay
- Clearance Reject (if yes, what is the reason
for customs to reject clearance?
- Others: ( )

Too many proofs and documents for preferential
tariff treatment required by Vietnamese/Korean
Customs

1. What type of proofs and documents does
Vietnamese Customs require?'

Too many proofs and documents for preferential
tariff treatment required by Vietnamese/Korean
Customs

1. What is other difficulties to utilize FTA when
importing goods? Please describe specifically.

Others

1. Have you experienced Verification of Origin? If
yes, which country's authorities did conduct
Verification?

2. As a result of Verification, customs authorities
confirm preferential origin and rates or deny?

3. How did your company deal with the
verification? Please describe detailed process
for claiming appropriateness of the origin.

4. What type of the proofs and documents do
customs authorities request for verification of
origin?
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® Regarding to Questionnaire #8
- Others Issues when Utilizing FTA

Answers in 1st Survey

Checklist in 2nd In-Depth Interview

Difference in HS Code between two parties of an
FTA

1. Please describe specifically the issue you
experienced about difference in HS CODE

2. Also, how did your company deal with that
issue? Please describe detailed process for
resolving problem and the results.

Exporters not willing to issue Certificate of
Origin

1. What is the reason for exporters not willing to
issue Certificate of Origin?

Clearance delay due to claiming preferential
tariff treatment

Requirements regarding to effective Certificate
of Origin (e.g. denial of issuance due to typo,
simple errors)

1. Please describe a specific issue about formal
requirement of Certificate of Origin.

2. Also, how did your company deal with that
issue? Please describe detailed process for
resolving problem and the results.

Request of post verification by Vietnamese
Customs

1. What specific items did Vietnamese Customs
verify the origin of?

2. As a result of verification, the preferential
tariff rate be allowed?

3. How did your company deal with the
verification? Please describe detailed process
for claiming appropriateness of the origin.

4. What type of the proofs and documents do
customs authorities request for verification of
origin?

Others

1. What is other issues your
experienced when utilizing FTA?

company
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(D Regarding to Questionnaire #9
- Reason for Not Utilizing FTA

Answers in 1st Survey

Checklist in 2nd In-Depth Interview

Lack of information on FTA

1. Have your company discussed about whether
to utilize FTA?

2. If yes, why did your company decide not to
apply the FTA?

No incentives (e.g. margin of preference too
small, small trading volume, other preferential
schemes etc.)

Cannot meet the Rules of Origin requirement for
using FTA

Relatively high cost of origin management

Lack of professional manpower

Others

What is other reasons for your company not to
utilize FTA?

Regarding to Questionnaire #10
- Source for FTA Information

Answers in 1st Survey

Checklist in 2nd In-Depth Interview

From government authorities of Viet Nam

1. Please specify the name (e.g. Customs, MOIT,
VCCI, etc.)

From associations

1. Please specify the name

From Korean partners

Others

1. Please specify the source

©® Regarding to Questionnaire #11

- Whether to be supported by Government Agency

Answers in 1st Survey

Checklist in 2nd In-Depth Interview

No -
1. Name of government agency
Ves 2. Rate your satisfaction level (from 1 to 5)
3. Please describe detailed supports
4. Points to be improved
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Regarding to Questionnaire #12

- Assistance expecting to receive from Government Agency

Answers in 1st Survey

Checklist in 2nd In-Depth Interview

To provide information on preferential treatment
of VKFTA

1. What type of information or support do you
want to receive? (For example, Guidance of
issuing Certificate of Origin, Guidance of
preparing evidential document for C/O,
practical education for overall understanding
of FTA, consultation)

To provide support in import export procedures
(origin verification, C/O issuance etc.)

To provide market access opportunities

Others

Please describe specific assistance do you
expect to get from government authorities.
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3. Pilot Consultations and Results by Company

1. Target of Pilot Consultation

FTA Utilization

Business Sector

Utilizing FTA

Textiles and Clothing

Planning to utilize FTA

Agricultural and Fishery Products

2. Content of Pilot Consultation

B Method of Pilot Consultation

Consultation Process

Requested Documents & Inquiries

1 Identify the transaction structure.
2 Select the main article for export
3 Check the HS code for the article
4 Check the preferential tariff rate Transaction Structure Diagram

under the K-V FTA. Bill of Materials (BOM)

— Unit Sale Cost
5 Check the rules of origin. Unit Purchase Cost
6 Determine the country of origin. HS Code for Goods
HS Code for Raw Materials

7 Prepare documents required for C/O issuance. Supporting Documents for Origin
8 Obtain the C/O for the company. Verification of Raw Materials
9 Provide the information on documents for post

origin verification.
10 Identify the transaction structure.
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M Simulation of Origin Management System

(D Save all the data of obtained documents in an excel file format so that they
can be uploaded to the origin management system.

@ Upload the data on a buyer on the assumption that all raw materials were
bought from a company “A” and articles were all exported and sold to a
Korean company “B.”
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Figure 1. Upload the Data on a Buyer

® Register the finished article (women’s coat) and raw materials numbers.
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Figure 2. Register Information on Goods
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(@ Register names, quantities, units, and other data of the raw materials used for

production of women’s coats.
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Figure 3. Register Detailed Data on Raw Materials

(5 Register the HS codes for women’s coats and raw materials used
production.
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Figure 4. Register HS Code for Goods
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® Upload all the basic data and determine the country of origin.

- The system displays per FTA whether or not the rule of origin for an article
is met (result of origin determination). For example, in the case of exports to
several countries, the country of origin is determined per FTA once the data
have been uploaded.

FTACPASS: et i i s e s sl v Whether the rule of origin is met or not
can be checked per FTA.

FTA PSR Results
APTA B 55% Non-origin
APTA C 60% Non-origin
EFTA CC+SP Origin

us CC+SP | Non-origin

VIETNAM | CC+SP Origin
VIETMAN | BD 40% | Non-origin
ASEAN CC+SP Origin
ASEAN BD 40% | Non-origin

CHINA CC+SP Origin

FLELTELL:
Tt 3L T

O 00 N O U M W N

Figure 5. Results of Origin Determination
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4. Major Provision of Korea’s and Viet Nam’s

FTA related Legislation

\/ACT ON SPECIAL CASES OF THE CUSTOMS ACT FOR THE
IMPLEMENTATION OF FREE TRADE AGREEMENTS (LAW/QH)

ENFORCEMENT DECREE OF THE ACT ON SPECIAL CASES OF
THE CUSTOMS ACT FOR THE IMPLEMENTATION OF FREE
TRADE AGREEMENTS (DECREE/ND)

ENFORCEMENT REGULATIONS OF THE ACT ON SPECIAL
CASES OF THE CUSTOMS ACT FOR THE IMPLEMENTATION
OF FREE TRADE AGREEMENTS (CIRCULAR/TT)

Article 1 (Purpose)

Article 1 (Purpose)

Article 1 (Purpose)

Article 2 (D

Article 2 (Conventional Tariff Rates)

Article 2 (Defini

Article 3 (Relations with other Acts)

Article 3 (Implementation of Quota-Based Differential Conventional

Article 3 (Quota-Based Differential Conventional Tariff on a First-Come,

Tarifs) First-Served Basis)
Article 4 (Conventional Tariffs) Aticle 4 (Requests for of C Tariffs) Article 4 (Criteria for of origin)
avticte 5 Pririty n Applcation of Tari Rates) Article 5 (Requests, etc. for Ex Post Facto Appl of C Article 5 (D of the origin of goods through non-originationg

Tariffs)

Article 6 (Goods for Which E: ination Is Conducted Bef [ rt
Article 6 for Applit of C Tariffs) Article 6 (Certificates of Origin) D ol ( DIO s for :C xamination Is Gonducted Before Impor
s Accep!

‘Article 7 (Criteria for D Origins) Article 7 for C of Approved Article 7 (Issuance Method of Certificate of Origin)

Article 8 (St rt for Verificati f O by Small and Medi
Article 8 (Requests, etc. for Appl of C Tariffs) cle 8 (Support for Verification of Origins by Small and Medium Article 8 (Issuer of Certificate of Origin)

Article 9 (Requests for Ex Post Facto Application of Conventional

Article 9 (Methods for Notifying Revisions to Documents Evidencing

Article 9 (Duties of Certificate Issuing Organization)

Tariffs) Origin)

Article 10 (Verification of Origins) Aticle 10 (D Origin to be Retained, etc.) Article 10 (Procedures for Issuing Certificate of Origin for Export Goods)
Adticle 11 ( Issuance, etc. of C of Origin) Aticle 11 of Origins of Exported Goods) Aticle 11 of Relevant Materials and Guidance/Supervision)
Article 12 (Certification of Approved Article 12 (Requests to Postpone of Origins) Article 12 (D of Origin)

Aticle 13 (Support for Verification of Origins by Small and Medium ticle 13 (nvestigations of Origins upon Request of G cle 13 (D of Inward

Article 14 (Procedures for Issuing Selt-Issued Certificate of Origin for

Article 14 of Revisions to D Origin) ~ |Article 15 (Filing Objections to Outcome of Investigations of Origins) oot
Article 15 ( of D Origin, etc.) Article 16 (Requests for Verification of Origins to Contracting States) __|Article 15 (Form of Certificate of Origin in Accord with Contracting State)
Article 16 of D Origin, etc) Article 17 of Conventional Tariff Treatment) Article 16 (Fees)
Article 17 of Origins) Aticle 18 (Lifting of of C Tariff Treatment) Article 17 (Certification of Company-specific Approved Exporters)
Article 18 of Origins by Requests of Contracting States) |Article 19 of Personally Article 18 (Certification of Product-specific Approved Exporters)

Article 19 (Peri f Notifi f Revi Er Re i h
Article 19 (Requests for of Origin to C States) |Article 20 (Procedures for Safeguard Measures) vticle 19 (Period of Notification of Revisions to Error Regarding the
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Article 1 The rules of origin of Vietnam - Korea

Chapter I GENERAL PROVISIONS
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4. Procedures for issuance and inspection of origin
(Appendix IV)

Chapter II PREFERENTIAL RULES OF ORIGIN

Chapter Il IDENTIFICATION OF ORIGIN OF GOODS

5. Form of C/O VK granted by Vietnam (Appendix V)

Article 4 Preferential rules of origin under international
treaties

Article 4 General rules for identifying origin of goods

6. Form of C/O KV granted by Korea (Appendix VI)

Article 5 Preferential rules of origin under general tariff
preferences and other unilateral preferences

Article 5 Preferential rules of origin

7. Form of additional declaration on C/O (Appendix VII)

Chapter III NON-PREFERENTIAL RULES OF ORIGIN

Article 6 Non-preferential rules of origin

8. Guiding the declaration of C/O (Appendix VIII)

Article 6 Originating goods

Article 7 Declaration of origin of goods

9. List of C/O issuers (Appendix IX)

Article 7 Goods wholly produced or obtained

Chapter Il DECLARATION OF C/O, C/O CONTINUATION
SHEET AND CNM

Article 2 Procedures for issuance and inspection of C/O

Article 8 Goods not wholly produced or obtained

Article 8 C/O declaration

Article 3 Implementation provisions

Article 9 Minimal operations and processes

Article 9 C/O Continuation Sheet

Article 10 Identification of origin of unassembled or
knocked down packages, accessories, spare parts, tools
or goods

Article 10 CNM declaration

Article 11 De Minimis

Chapter IV IMPLEMENTATION

Article 12 Indirect material

Article 11 Implementation

Chapter IV CERTIFICATES OF ORIGIN

Article 12 Entry in force

Article 13 Registration of trader profiles

Article 14 Application for change in issuing authority

Article 15 Application for issuance of C/O

Article 16 Declaration and issuance of C/O

Article 17 C/O issued retroactively/retrospectively

Article 18 Replacement C/O

Article 19 Issuance of C/O remaining origin

Article 20 Issuance of back-to-back C/O

Article 21 Refusal of application for C/O

Article 22 Revocation of issued C/O

Article 23 Responsibilities of issuing authority

Article 24 Responsibilities of applicants

Article 25 Self-certification of origin

Article 26 Certification of origin of imported goods

Article 27 Prior certification of origin of imported goods

Article 28 Verification of origin of exported goods and
imported goods

Article 29 Actions against origin fraud

Article 30 Storing documents

Chapter V IMPLEMENTATION

Article 30 Tasks and powers of the Ministry of Industry
and Trade

Article 31 Tasks and powers of the Ministry of Finance

Article 32 Responsibilities of relevant ministries and
agencies

Chapter VI IMPLEMENTATION

Article 33 Entry in force

Article 34 Implementation

145



K-V Economic Cooperation Project
Raising Awareness of Vietnam-Korea FTA

5. Guidelines on FTA Utilization for Companies in Viet Nam
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