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Transforming Myanmar s corporate landscape
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A New Law to Bring Major Reforms to Myanmar
Corporate Sector
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Transforming Myanmar’ s corporate landscape
By Aung Naing Oo and Winfried Wicklein | Tuesday, 16 August 2016

For more than a century Myanmar companies have been regulated by the
colonial-era Myanmar Companies Act of 1914. The law shares similarities with
company laws from other former British colonies such as Singapore, Malaysia
and Hong Kong — yet while they have updated their laws to reflect the realities
of modern businesses, the Myanmar Companies Act has remained largely
frozen in time.

Today, Myanmar is transforming rapidly into a democratic, market-based
economy that is among the fastest-growing in the world. Change is sweeping
the corporate sector. The Yangon Securities Exchange opened last year under
the newly established Myanmar Securities Exchange Commission. The
Financial Institutions Law passed by the Union parliament this year is helping
modernise the banking sector. Separate foreign and Myanmar citizen
investments laws are being merged to encourage greater investment.

With these developments, more domestic and international investors are
gaining the confidence to set up businesses, which could contribute much
needed funding, technology, knowledge and job opportunities to the
economy.

To maintain momentum and further build investor confidence, however, a
clear and stable legal framework for company affairs is important. A robust
Companies Law can instil sound corporate practices that safeguard investors,
creditors and other stakeholders in companies ranging from small businesses
to large conglomerates.

For example, the reporting and disclosure requirements for companies usually
imposed under the company law, if properly applied, would bring much-

needed transparency and accountability to Myanmar companies’ performance.
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The current Companies Act provides a solid framework for corporate
regulation, but it also contains many outdated requirements. Companies are
required to seek presidential approval to change their names, and court
approval to change business objectives. Directors’ legal duties are not clearly
set out and companies cannot easily alter their share capital to reflect business
needs.

Sections of the law no longer in use have not been removed, creating
uncertainty for users. The law also lacks proper sanctions and enforcement
mechanisms to regulate corporate conduct. The penalties and fines specified
in the law were last updated in 1989 and reflect prices from 25 years ago.

But change is coming. The Directorate of Investment and Company
Administration (DICA), with assistance from the Asian Development Bank
(ADB), has prepared a new Myanmar Companies Law.

The law will govern the registration, ownership, management and internal
affairs of all companies in Myanmar, and reflect tried and tested reforms from
the UK, Singapore, Malaysia, New Zealand, and Hong Kong.

The draft law, expected to be submitted to parliament for approval in the
coming months, i1s designed to streamline company management and
administration, strengthen governance and enforcement, and make Myanmar
firms more competitive and attractive to investors.

Key reforms include the introduction of single-shareholder and single-director
companies — meaning Myanmar's individual business owners will no longer
have to find a partner to form a company. More flexible capital structures and
changes to share capital will allow companies to raise or reduce capital with
fewer procedural requirements.

Small and family-owned business will be the main beneficiaries of simpler
company administration requirements, which will lower compliance costs.
The law introduces written resolutions of directors and shareholders in place

of meetings and now recognises electronic communication methods. Small
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companies will no longer be required to hold annual general meetings or
prepare audited annual financial statements, except in limited circumstances.
Corporate governance standards will be raised, which for public companies
will help build confidence in the newly established Yangon Securities
Exchange. The proposed law will also make it easier for Myanmar’s public
companies to attract new investment, technology and knowhow by permitting
foreign investors to own shares. The government will be able to set a higher
threshold for when a Myanmar company with foreign shareholders will be
considered a foreign company.

All these changes are aimed at spurring entrepreneurship and greater business
activity by providing the flexibility to form and manage companies based on
market conditions. Lower compliance costs, particularly for small and family
businesses, reflect the new government's priority of supporting small and
medium enterprises, creating opportunities and jobs, and increasing
transparency and the rule of law.

The new law will also supportthe much-needed reform of state-owned
enterprises by providing a legal framework for corporatisation and improved
corporate governance. This will be an important step toward enhancing the
transparency and accountability of public administration.

Once approved, the law will be complemented by a new electronic companies
registry containing all company documents filed with DICA.

While the Myanmar companies registry has come a long way in the past three
years — it now takes one or two days and costs K500,000 (US$425) to register
a local company, compared to six months and K50 million in 2011 — the
government is striving to do even better.

The new electronic registry, to be established with ADB assistance, will
provide an efficient and cost-effective way for companies to meet compulsory
reporting requirements. Publically accessible online 24 hours a day, the

registry will also promote unprecedented transparency.
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These transformative changes will help Myanmar make rapid strides in
improving its business environment in line with neighbouring countries. They

will send an important message to local and international investors — the new

Myanmar is now open for business.

Aung Naing Qo is director general of the Directorate of Investment and
Company Administration, the registrar of companies in Myanmar. Winfried

Wicklein is the Asian Development Bank’s country director in Myanmar.

kkk

JooB 9881 [03005c0 o6 €05 [9§0903E:20008:0003¢  cwS[guliean

G&)’.)é:()']:



[nggéé@g@%qupOGB&géép G&)OCS:O’]SQ_PS

[6§ermgaBadEepanapaacyad cBeapadgs [0)[ae(rt:cdeu:epd pueaond

cooS8o

[§$eo$ééooo 8:80:861:@@9'_:0%:0)(73?% qcc::gz[g;[5§ﬁeog §§s®o:emo§:
0600y 9Bonolqp:od Bigmea:adcep elgeagpeeczs  [(glocelonc:cdgeoy
85605605 6a00CgMEqMd Jolooudi S:gnieq:adlep ewenypeeoy csoaEgad
P92 @ea0mdIBm(0e0e0d poeaadlep (0|[oce(unc:adga’d eaontgadBaopd:
323)§0¢(8 (9d0lonuSi cao0caciengod 0o30§:mE8EEEmReD MEaBPLEasIC
op [0l[oe[rc:cdgeoy crE3(8:03e5005 dBooncolqpiod S:gnieq: 00005000
e colaga53omndcopd:  603368:(wdclonndi  BEmeaBpoesad  (g|oc
go:cd0dmsl mgad cudagudmmy VeaoCEERI @mea0ien:§ @O03W:
cpbc§ieopmen] cwadeqpadesod poeaadlep 0§0S0§3:e0y  eaypyeo:dl
co53805863p590¢ 38an:6000E: coeedd meade, quSunenzad 86953
@8l e[unc:agud(0cagudqend @songadd(momad eoggulonudi 8c3esond

e_. ¢ \ - ST S S Q Q Q Q C Q¢
gooqlooeogooefo ®.80°GGl.C\?OC§°U)®? C\gQ)C\gOD(TI{(TI)LODUDC(XI?G(X)’JC C\?O(QC

(o]

2881 9S00 BagSapScdigaogad ecoo0Scnen:dy ooc8mmamcd moieome:

co08:00§ $(8]:03:00056003 B:00p56a00Egad §02003005: cop§aolorddi
[8$eo3Ceen  condoqcopiad[secy ooy @sd  [g3erciopgaBep:
BOOPOELD 0MBo6:6penyRI(Bssolonudt 8pvesum eaooRE:engod eCoMY!
ocooiqil euEemat 003&CEeen MI$D:e80) MeMDLEagP:S 3ERd
8eoooo(g: 0ppBegp:gasiomn eozqulonudi AJulecndaopd: (9§608EE4, poeaen
ol§od (0gr§:8]053q| L0 OR POIB!YSM B:g:e:08:QYCIPRM 66:QS0D
[66c8  qpigoesciesnadiomes(8:  0§050§3:(8de000d  posadCIgIAEE0R
0l§es0700005: copeolonudSi 3 cSconigindeogaden apgaBd), §0epS gt:q)é
QS 2080230 HOXWJ|gIERERAI! PGB, RS aRLOOFIES e(RCiqEas
ooeP:q:§), 3200p5(9|g10 §uR8a33a5075 BoxeaRS: vloces(golonadi

(6860884, opgaBmadpoeas s0Copoy (EriacEecymeony 0903

n D7

CeO <

MYAD0E3GP:NT 680588:g0:eq:05CS:qp:e), VMNOII?E[gIBEss OPMOP0EIC
&:&:f03:(03: [gfoSeuptiad com:3(m(8:(sdolonudi mgaBpoeagp:ad wadolol



NS
GeDCEOM

[ollee[r:cdgeogumn  (8:303s0m8p5: coSmmopSin  3§$qaon:(d: (9ol
051 0EMNEEMm  MHYABIBATPVE3BOOOY 0085 98090  (0g0§:3(3:
cUCEMEMPd: YO POEINIAY FTOANMPSED ?ESA3  J0OG
95060 005(0§30m(0¢ eeCLIP:ECEMPS: @§30% VI§S:c0STPORE:M
MYWBIP0E30003  0050s  [0go§:30lonnd  Sposscndengq, @8
g(ooc:cdgq0decqum Wa&adonadmE:as:l [goe(o3:aqd §0p:80SECE 0o
00636MP: 0IPS0ISCEEORED MRIG02:80) ©6:00603I§0d:6800EGBE TUIFEO
3¢ [96c0lc0d0d meozm(ad)s poesadlep (o[oce(0ad:ad0e03q, qoodeaz0?
sge@éeaooéacﬁooo:@e oooé:mé: c;ogoqcﬂoo(ﬁu

c3§p0:cp0ld [g§ergCimeggoops: mpgaBenpd qc:§i(g0§gecg §S¢

S:goieqrd, Mo MUS0Sge ce00Cgn38Eend ooy Boncolep:od
@l@ée[g)oé:cﬁﬁcfé 030'35@0394]93 @écﬂooogn @$m$86@8cﬁqp:eoes (% ™m6:)
or% %éc’:ooooo 3990399@[60839@5 ODC%CDORI TS H e c0EemCO0) %éé
60R¢0 600y Mmgadpoes (g[ge(uac:adeqrodeogad ad:008(8: (0csod
G6): 58 ?gooo@ogo']omﬁu [§$eo%§éo?gca°oqp:eoes (ﬁ@é‘:)cfo 63000] 38m
g[0oc:05¢ cloéoroen 860londS -

() 90(\%0’) cr]_)eca%qp"o% 316‘50503003035% ﬂOSOOO(BCﬂ Cono § 8 @omé:
orpbeconcys [gpalge0rmcg0s gpigacgudap qicoc:ogaieo (g
oloooSi

Q) (Qgcﬁsgcugm:eogsaeoT §03o>é §03003c0é39®é:39@o: oqlézoq
B8t 8605 orqocq:s8Sep qSi0o8iqp: curBafasiocs cSmSaas
60R ©0S§P:60:03:¢0 (9dolorudi

®) sao)ézageo: qé:o@é:saoo: ﬂ(ﬁoooc‘i)&ﬂéqp:% 3163(730’302”’):
GO VO505EE:E0:000:0)  BI§GEE):000:000:6a00  89:(805
503c0pS: c0mdd Gz @o(edolodadi

(G) 0&:300508:1 20¢:80p5:q5: 0E[0g[as:  Gabgindadcopd:

00Sqede0:(B: gy, §opd:dopdiqpiodan 0E[0a3 3

GO’J?SYD[;SOSO’]U)OSII



[§$m$§é@§mgqp:poesa$ésp G&)O(S:O’]'.’Q_P:

) orgecuoeogsgcscﬁ 88 oe\l ﬂcﬁwoo%@é"l ecgp@°°°°q308®

qO@0g0} 0guSaRagod
G) opgaBeond, 86

O%’) emocgmogo .§ccj>o [(:90)010’)(1)"
%g)ﬁ:EGUgUDO %CCCD(TJO G(T)O(BGIOD(DGG?OQJ[&?

N

dg§:008 3053 ag0:emnC CHEAB3I§aoER, poeaREap

0200§0QREP: GORM300: C0pdRE: (0grs:092:60 [Bd0lonudi
2330l (g[oce(od:cd9e30m myaBenys, 866snégaded 53§05
BEepadgadecna’d 05§38 (9oeuleunc:aderen ([soolonudi mgadeozum
006a3a3Cep Bbgdeya) qS:cos:go adeCeoen(wd(d: 884, meclgmeseal
QOO MEMRC: codcdgn &d:(wodesnégadigteny qfogien (9ol
051 3Ja(0¢ myaBeoye, gGaoc:[géomngar al§adomeod, 000§564 MmgadE,
C:&:(g|040ne0308  38Beepadgn  B@a0EORUSE0:&ERE0R03c0R5:  03:0005
[s6ecleoen [sdclorudi [8§e08EEeng0d meadeogmd qS:coé: [Qodarigeqod

(N OCo C~
[e:>§m§ccm MYRINWN),
cC ¢
8.90.Gq.c?oc§.qp.
cxeﬁeaooé@é:é 0050005@:
0O ¢ C C N
o:oo:qlmcog[;so)og
oougemcﬁagcﬁcxgagnge
(2] co¢C [y
PYA GoodCEELSI
32cOS0D: ﬂ(ﬁmoéqucﬁ
NSNS 3]0
(o oc¢C [y (o] C
PRUSEV:8EWSI 0EP2D
C (o) cC 0
DO]||OGORNAP DV
3200000663306
CoC (Y N ¢cC O¢C
68E0nud00) 3Be0¢03C:0m

qlo390 330 967 ¢ §eg

0§000083: (9065303 ©pS:qS:0p5:
mé:eoge@oc? eoescfﬁcﬁ@cxnc?o?:
© 30:§00:3q033(008 soeolC:qp:
g [Ble0gesqor [gd0rmaz0 8cd
[Glecelgr:cdgeoy 8aabesom (02
3(8 [edolondSi

[6§0088¢q, S:gmieq:allep  0pS:
qp:0p5:06:60303 6905536 305

le}

§C(gq|0,go o?oeeoocqgso@ogo oS
@%m%éémm&qwmgq Szgo:eq:

[N C N C N
o?occ?:qp: Q?OG%OC@CZ% o
o _¢ N C N
ODOD(DQJ(DGUOD@ODU) 000

s 3

e(Q
OC.)(')OL(’):
N

GC!D G(I)’.)C

o]

%SO)Q%I S’QCODODO.ﬂODQYJOC G?JO.(T]?

U)OSI Oé&)é ODOQ."_(SG(%(Y% U)ODC\?



NS
GeDCEOM

GQOO(T)OCGSBOC C\? % CDOS(DCY\Q SQQDCEU%Q CDOSH(YC)?O 39&)0 OGQ ?O ﬂG§(ﬂCfJOOII

C N C OCo o] N N o ¢ ¢

(Y?GC!DBOGSS’BG@SQIC OR @UQ GSOD(%C:%.CCGOg(’YB @§@£ C\E(ch

N C N & C ¢ 00 O c

GGC\L%T),SQ&DCE OGI cOUXOCEMOC330C SI ODCTJO(H?S’D&DC‘: O QCDP_'D @C} GGOEQ)(T)
C

o N

ssaocf:[écfeo:go g’i@m&émé: eogoq[;)$o']oo<)3u gqm§eogooo @$m§césaogm
36a:(03:0) ®§a$°®oeog6 [660lon0S i speoo0s(o] ecomoqlcﬁeogagq LHERHERE
C\?oeaoocgsaaocoaoogaooqlm cooc:eomds smgfooo crgecnoooeoooc&i o% (eates!
qp.@mcoo[écq o.go,eq.or?,ooooﬁ 3C320:6000C:: gc?coo[éc.sgengn QODD0
oooSC\cé C\)é: Gogoﬁqo']mugn

oazi)eq:agooo:@:[gséo?g crggca%eoeaoaéwo 39@(%0'] @G@S@Gc?qp:o% @%0’3:
8§68 muadeo50oc(sd:! cqgm%aaccﬁm:qp:saogog oé:qlé:oaé:méqu:
GC\\)A?G”GO:@(S:I @g@%eq:q)cﬁgeog?o C\?Swoﬁéooogm (c:)eoooézesaoé 65008
ao%eo:ooo:@é:% ®é:q|é:®é:oo§: C\%(Tc)c?’.)ﬁ o%:oocﬁeo@é:o%% 3596;00905:35;orIJL

@loowoooor\) [59030'10005n @$m$§é (Qec:rgqp"eoes:nogmo @%m«%éé(fﬁ o?ear%

N

o]

Qﬂ’) ®68§§ﬁ§ 0)8 Qﬂa 0)@ (DG &ECGP (7)@’.)&)0)?39(7) JO GPOBGl GSUSSOO) 8’3 GGI

oc?,oqlc 030)61()@3% 9[: op ol ODODCGSTGmOCogO.GU)??O@@O’]OD(DII

¥ 1006 9461 00500Com000 B 603 (@bles) (8§ermc0é:o0md:00 eoq)0Bs0

6 085 eo%[c:)o']ﬁm caoné:ol:



@s%‘%?nécwgﬂgqp:pOGB&géép G&)OCSSO’]SQ_PS

A New Law to Bring Major Reforms to Myanmar Corporate Sector

Myanmar is undergoing significant economic liberalization and
reforms designed to promote economic growth and investment. Now is also
the time to undertake the legal reforms required to support economic
liberalization — reforms in regulation of companies that have occurred in
many neighboring countries in our region undergoing significant economic
growth. These reforms in company law include simpler company formation,
reducing compliance burden on SMEs, improving corporate governance, and
more flexible share capital management for companies. They aim to make it
easier to start and conduct business, support entrepreneurship and the
development of a strong and vibrant private sector.

The Myanmar Companies Act 1914 has been governing company
activities in Myanmar for over a hundred years. The current law contains
many fundamental principles of company law that are found in other
countries in the region such as Singapore, Malaysia, Hong Kong. However, it
also contains many outdated and burdensome requirements designed for the
19™ century business environment. These requirements include requiring
companies to seek the approval of the President to change the company name
and the approval of the Courts to change the business activity of a company

Other countries with similar laws to the Myanmar Companies Act have
been actively reforming their company laws to better fit with modern business
realities. Major overhaul of company laws have gained momentum in the last
few years. Singapore introduced a new Companies Act in 2015, Hong Kong
introduced a new Companies Ordinance in 2014 and Malaysia has most
recently passed its new Companies Act this year. The main changes in these
laws are all drawn from experiences and reforms in jurisdictions that share a
similar company law framework — such as the United Kingdom, Australia

and New Zealand — and are based on “tried and tested” concepts.
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Similarly, Myanmar will now introduce some of these major reforms
as it seeks to encourage investment by companies in many sectors of the
economy. A draft Myanmar Companies Law has now been prepared which
draws on all of the international experiences and reforms in companies laws
from Singapore, Malaysia and Hong Kong. The major reforms in the draft
Myanmar Companies Law include the following:

1. Easier incorporation for private companies which will be allowed to have
a single director and single shareholder.

2. Removing requirement for annual general meetings and annual financial
statements for small private companies.

3. Allowing written resolutions of shareholders and directors so that
companies will no longer be required to hold physical meetings.

4. Removing the requirement for companies to have memoranda and articles
of association and allowing a company to adopt a “constitution” with
tailored rules for itself and its members.

5. Allowing companies to manage their share capital more flexibly by
increasing or reducing share capital with fewer requirements.

6. Setting out legal duties of company directors to ensure that management
of companies is line with international corporate governance standards.

These major changes will modernize the management of companies
and bring many improvements to the corporate sector. Companies will be
able to operate in accordance with clear requirements in the law and enjoy
greater freedom to conduct their internal affairs based on the company’s
situation. It will improve the transparency of companies, increase the
accountability of directors and better protect investors in companies. All of
these changes are long overdue for companies in Myanmar which have faced
years of unclear and burdensome regulation, resulting in poor compliance

with the law.
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Myanmar has a lot of catching up to do in business regulation. The
country currently ranks 167" under the World Bank Doing Business rankings
which measures how easy it is to set up a company, and regulations for doing
business such as protecting minority shareholders and enforcing contracts. Its
neighbours which share the same company law heritage rank much higher -
Malaysia ranks 16", Hong Kong ranks 5™ and Singapore ranks 1¥. These
results hold important lessons for Myanmar. Research studies have shown
that greater ease of doing business (high rankings) is related to increased
company formation and strong economic growth.

The proposed new Myanmar Companies Law aims to address these
issues by supporting company registrations, lowering regulations for small
companies, allowing greater flexibility in company affairs, and improving
regulation. It will start a new era of company management and regulation in

Myanmar and build a modern business environment for the 21% century.
The DICAN
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