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Summary

"Decision 16 (Decision16/2015/QD-TTg.)" which is the Vietnamese Extended
Produccer's Responsibility (EPR) Act was enacted in July 2016 for the purpose of
collecting recalled items and for proper disposal / recycling of end-of-life products
discharged by consumers. The detailed rule Circular 34 was enacted in 2017. Under
this Act, manufacturers / importers who are distributing the target products
(fluorescent lamps, lubricants, tires, batteries, household appliances, office
automation equipment, automobiles, motorbikes) in Vietnam are obliged to 1)
establish "Point of Recall (PoR)" for consumers to bring recalled items and/or
end-of-life products, 2) properly transport, disposal, recycle those products, and 3)
annually report to the Ministry of Natural Resources and Environment on those
activities done.

The challenge of this law lies in the gap between the local socio-economic situation,
the corporate compliance spirit, and the cost to be burden. Manufacturers and
importers are required to develop PoRs in areas where the end-of-life products may
be discharged, while most of these products are traded in the market as valuable
resources at present. Also there is no obligation for manufacturers and importers to
“‘buy” those end-of-life products. As a result, it is highly likely that these end-of-life
products will not gather at PoRs.

Also transportation, treatment, disposal, and recycling after collection of the
products are waste management activities, so it is a burden to manage it by
manufacturers / importers properly including reporting obligations necessary under
the waste management legal framework. In the future it is assumed that the EPR in
Vietnam will be tightened and it is burdensome work for individual companies to build
collection systems that cover all 63 municipalities nationwide, resulting in burdening of
significant cost.

However, since Decision 16 allows sharing of PoRs, we proposed the
establishment of service sharing infrastructure that can accept all targeted products
subject to Decision 16. We call this service as "C3 (Commercial Collection Club)
solution". The service proposes a mechanism that shares infrastructure among all C3
participating member companies and realizes compliance at a low cost.

In particular, the C3 solution takes the form of "utilization of existing distribution
bases (83 existing bases of our business group in whole Vietham)" and "alliances
(business tie-ups) with excellent waste disposal and recycling companies" and "using
advanced operation system by leasing". It is a feature to realize nationwide network
development at low cost.

Large amount of targeted companies gave us an interest to our C3 solution through
interviews and answering our questionnaires, and we are now confident to provide our
service in rality. The consortium is now under preparation for establishing a subsidiary
in second quarter of 2018, to promote and prpare for the service start up from early
2019. The consortium is expecting the continuous support from the Ministry of the
Environment in order to make better service for supporting the realization of Vietham
environmental policy and to support industries especially Japanese capital companies
which are big number involved in Decision 16.

Tariffs among ASEAN region was abolished this year. Manufacturers' may outflow
from Vietnam, as Vietnam is considered as higher cost structure than neighboring



countries, and imports are expected to increase. However, as this law also covers
importers, as long as Vietnam is an important market with the second largest
population in the area, company involved in the Viethamese consumer market will be
forced to respond to Decision 16. We are stepping forward as we expect the needs to
our C3 solution service will increase.

Furthermore, as an advanced ccountermeasure to deal with EPR policy which is a
global trend, we aim to develop a similar structure to C3 solution service in other
countries and become the international infrastructure for waste management and
resource recycling.
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