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Myanmar has undergone a political and economic
transformation with incredible speed and success. Myanmar's
economic isolation has reduced considerably, as it seeks to fully
integrate into the global economy.

In 2015, Myanmar held its first national election in 25 years,
which ushered in a new era of quasi-democracy and economic
prosperity. Investor expectations were so high that Myanmar
experienced GDP growth of 7.2 percent, in a historic election year.

THE POLITICAL AND
ECONOMIC SITUATIONS

IN MYANMAR ARE ONLY
BECOMING MORE STABLE.

In the last four years, significant reforms have built investor confidence in Myanmar, including the
passing of the Arbitration Law and the Myanmar Investment Law. Important new laws in their late
drafts are the Companies Law and several intellectual property laws.



MAJOR INDIAN
INVESTMENT IN
MYANMAR

Indian companies have invested in Myanmar for many years. Recently
there has been an increase in this investment, including the opening
of a branch in Yangon by the State Bank of India. Trade between the
countries is expected to increase in 2017, due, in part, to the expected
completion of the Kaladan Multi-modal Transit Transport Project in
December 2017. This USD 480 million project is designed to enhance
trade between the countries by reducing the shipping distance from
Calcutta to a deep-sea port built by India in Sittwe (in Myanmar).

India is the 10th most active investor in Myanmar with 25 approved
projects totaling USD 740 million. This, however, only makes up about
1% of the total foreign investment into Myanmar. (source: Directorate
of Investment and Company Administration)

There are many opportunities for Indian investors in sectors such
as power and renewable energy, agriculture, IT and engineering,
automotive, construction, textiles, healthcare and banking

and finance.



MARKET ENTRY

Business in Myanmar must be conducted through an entity registered in Myanmar.
That is, an Indian company cannot “carry on a business” in Myanmar without
having a locally registered entity. The concept of carrying on a business is widely
interpreted and will catch companies if employees fly into Myanmar and make
sales calls and hand out business cards and brochures.

Subsidiary Branch

Liability Limited liability Full liability

Reporting Requirement Heightened reporting Lower reporting
requirement requirement

Withholding Tax 2% 2.5% but ultimately

withholding tax is a pre-
payment on income tax so
overall this does not have
a huge effect except on
cashflow

Foreign investors may establish either a wholly owned subsidiary or a branch
office in Myanmar. The application processes to establish a subsidiary or register
a branch in Myanmar are largely identical. In either case, a complete application is
lodged with the Directorate of Investment and Company Administration (DICA).
Within a few days, the DICA will issue a temporary Certificate of Incorporation or
Registration, and a temporary Form 1 (commonly referred to as a Permit to Trade).
At this point, the company or branch is legally set up in Myanmar, but must inject
its capital and perform various administrative actions before receiving the final
Certificate of Incorporation or Registration and Form 1. The whole process takes
approximately three months.

BILATERAL INVESTMENT TREATY BETWEEN INDIA AND MYANMAR

Myanmar entered into a Reciprocal Promotion and Protection Investment
Agreement with India (RPPIAI) on 24 June 2008 which came into effect on 8
February 2009. The agreement is valid for 10 years and will automatically be
extended until Myanmar or India give a written notice to the other party to
terminate and the agreement, and even then it will still be valid for one year
starting from the date of receipt of such notice.

In general, the RPPIAI covers the promotion and protection of investment,
repatriation, and provides a dispute settlement mechanism. Basically, investment
shall be treated fairly and equitably and shall not be expropriated except under
specific conditions. In case of expropriation, compensation payments would be
required. Indian investors have the right to be treated just as if they were Burmese
investors, or investors from other countries.

In addition, Myanmar and India are members of the Bay of Bengal Initiative

for Multi-Sectoral Technical and Economic Cooperation (BIMSTEC). The Framework
Agreement of BIMSTEC also provides for the promotion and protection

of investments.

Furthermore, in accordance with the Framework Agreement on Comprehensive
Economic Cooperation between the Republic of India and the Association of
Southeast Asian Nations, investment shall be treated fairly and equitably and
offered full protection and security. The agreement also guarantees

that investments will not be expropriated or nationalized except under
certain conditions.



INVESTMENT PROMOTION

There are two investment promotion regimes in Myanmar aimed at attracting large scale
foreign investment: Myanmar Investment Commission (MIC) promotion under the Myanmar
Investment Law 2016 (MIL), and Special Economic Zones under the Special Economic Zone Law
2014 (SEZL).

Under MIL, depending on the respective zone, corporate income tax can be exempted,
however, it will only be granted with the approval of MIC based on their discretionary power.

Period of Corporate Income Tax

Eols Exemption
Zone 1 (most developed areas) 3 years
Zone 2 (moderately developed areas) 5 years
Zone 3 (least developed areas) 7 years

Income tax exemptions are only available however in the following promoted sectors:
- Agriculture and related services;
- Plantation and conservation of forests, and other forestry business;
- Livestock production, breeding and production of fishery products and related services;
-Manufacturing (except alcohol, cigarettes and similar products);
- Establishment of industrial zones;
- Establishment of new urban areas;
- City development activities;
- Construction of roads, bridges and railway lines;
- Construction of seaports, river ports and dry ports;
-Management, operation and maintenance of airports;
- Maintenance of aircraft;
-Supply and transport services
- Power generation, transmission and distribution;
- Production of renewable energy;
- Telecommunication business;
- Education services;
- Health services;
- Information technology services;
- Hotels and tourism; and Science research and development business.

Under the SEZL, a company can get a corporate income tax exemption for 5 years.
There are other benefits available under these two regimes:

MIL SEZL
Long Term Lease Yes Yes
(a foreign company
without MIC or SEZ
approval can only lease
land for 12 months)
Import Duty Relief Yes Yes
Protection Against Yes Yes
Expropriation




The Myanmar financial sector has taken great strides in the past year. As of 2015,
the Central Bank of Myanmar had granted nine banking licenses to foreign banks,
followed by four additional licenses in 2016 including the State Bank of India.
Additionally, FMO, the Dutch development bank, as well as the OPIC, have both
given substantial loans to onshore projects in the past year.

Still, financing in Myanmar is not without its challenges. The primary difficulty
in obtaining financing in Myanmar is adequately securing the financing. Under
Myanmar law, the usual forms of security are available, such as mortgages over
immovable property, security over receivables, pledges over bank accounts and
shares, guarantees, and others. For such security interests to be enforceable,
strict stamp duty and registration requirements must be followed. Ultimately,
any enforcement of an onshore security would be done through the courts of
Myanmar, which can be slow and unpredictable.

On-shore financing is also made more difficult by the fact that Myanmar has no
sovereign credit rating.

After several years of planning, the YSX opened on the 9th December 2015. There are
currently 4 companies listed on the YSX, with First Private Bank. being the most recent
listing on 20 January, 2017.

Trading is another area that has seen a significant liberalization in the past year.
Previously, foreign companies were strictly prohibited from engaging in retail or
wholesale activities, under the Ministry of Commerce policy prohibiting foreign
companies from engaging in “trading” activities. However, in the past year the Ministry
of Commerce has announced that foreign companies may retail or wholesale five types
of products in Myanmar. In addition, wholesale activities are allowed through Thilawa
SEZ, and wholesale and retail activities are now to be allowed in the rest of Myanmar
with approval of the Ministry of Commerce. Overall, the Ministry of Commerce is clearly
moving towards liberalization of this restriction, which is a welcome sign for investors.

Myanmar has reasonably strict labour laws governed by a complex patchwork of old
and new legislation, many of which are in the process of being reviewed and updated
by the Ministry of Labour, Immigration and Population (Ministry). The current minimum
wage is set at 3,600 Myanmar Kyat (approximately US$3) per day. The Ministry has been
quite strict about implementing their template employment contract for all foreign

and local employees. Any deviation from the template must grant the employee more
generous terms than those provided for in the template.

Foreigners or the subsidiaries or branches of foreign companies may not own land

in Myanmar, although as we indicate, under certain conditions long term leases are
available for investors. Under the new Condominium Law foreigners and foreign entities
are allowed to purchase a condominium, provided it meets certain requirements.



ANTI-CORRUPTION AND ANTI-MONEY LAUNDERING

Myanmar has implemented the Anti-Corruption Law 2013, which clearly sets out what activities are
punishable. Furthermore, the local government authorities have made a concerted effort to educate
government employees regarding what is acceptable gift giving, and what is prohibited under the law.

Similarly, Myanmar implemented the Anti-Money Laundering Law 2014, and made a push to prevent
money laundering. In 2016, less than two years after the Anti-Money Laundering Law was implemented,
the Financial Action Task Force removed Myanmar from its list of states deemed weak in combating money
laundering and terrorist financing.

DISPUTE RESOLUTION

Myanmar ratified the New York Convention in 2013, and passed the Arbitration Law in 2016, fully
implementing the New York Convention. Under the Arbitration Law, foreign arbitral awards are
enforceable under the Code of Civil Procedure as though they were a decree of the court. This has been
a boon for investor confidence, as previously the enforcement of foreign arbitral awards was uncertain.
Similarly, foreign court judgments are enforceable under the Code of Civil Procedure, but the courts of
Myanmar have broad discretion to retry the case.

UPGRADING ENERGY: LICENSING PETROLEUM PRODUCTS, PRODUCTION AND TRANSPORT

A key goal of the Myanmar Government has been promoting and incentivising investment in its energy
sector in order to attempt to connect every household in Myanmar to reliable and efficient power from

the national grid by 2030. The most recent development in this space is Law No. 20/2017, known as the
Petroleum and Petroleum Products Law (Petroleum Law). The Petroleum Law has a very broad scope
("Petroleum Product” is defined to mean “"any materials derived from processing petroleum”) and, once
subordinate legislation is confirmed, will likely mean that any entity involved in any stage of the petroleum
product supply chain will require some form of licence or permit issued under the Petroleum Law.

The licensing regime under the Petroleum Law is intended to be extensive. In particular, enterprises will
require licences for:

- Importing or exporting petroleum products (Ministry of Commerce)

- Processing, transporting, distributing, storing, selling, inspecting and testing petroleum products (when
through a pipeline the Ministry of Electricity and Energy, and when not through a pipeline the Ministry
of Natural Resource and Environmental Conservation)

- Operating vehicles or transport vessels (anything other than pipelines), as well as ports and waterways
for the transport of petroleum products (Ministry of Transport and Communications)

- Installing or utilising underground tanks and warehouses (Ministry of Natural Resources and
Environmental Conservation)

Under the Petroleum Law it will be an offence to operate without a relevant licence. It will also be an offence
not to assist the relevant Ministry or its inspectors when conducting a valid inspection under the Petroleum
Law. Penalties may include warnings, fines or suspension of licences. Further, the Ministry of Planning

and Finance can confiscate, execute or otherwise administer unlicensed or improperly licensed petroleum
products. As with the majority of Myanmar laws, there is also individual liability.

This is the first amendment to broader power and energy regulation in Myanmar under the current
Government, and it is possible that developments like this one will continue into other market segments
or sectors.



Baker McKenzie helps clients overcome the
challenges of competing in the global economy.

We solve complex legal problems across borders and practice areas.

Our unique culture, developed over 65 years, enables our 13,000 people

to understand local markets and navigate multiple jurisdictions, working
together as trusted colleagues and friends to instill confidence in our clients.
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