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Myanmar continues to push tax reforms with the passage of five new tax laws. Notable changeEM@ﬁts

amendments to the personal income tax rates and their application; expansion Tﬁﬁﬁpffww%wf com/
Tax (“CT”) on services; and adjustment to stamp duty rates. ) | evénts/)

On 28 March 2014, the Union of Myanmar Revenue Law of 2014 and four other tax bills were signed into

law and effective from 1 April 2014. The Revenue Law of 2014 essentially legislates and introctszﬁcfge%es ﬁ;ﬂ
to the rates for Income Tax and CT, which were previously determined based on Notifications by the

Minister of Finance and Revenue. The other new laws include separate amendm(ehtt&ptygwwwrdfdl.co m/
Law, Commercial Tax Law, the Stamp Duty Law and the Court Fee Act.

We provide below a comparison of the salient modifications introduced by the new laws:
Income Tax

1. The Personal Income tax (“PIT”) rates and income bands have been changed. The top rate has increased
to 25% from the old 20%. The income band rates have been adjusted. For instance, under the old law, the
exempt income band was only up to MMK 500,000, but now it has increased to MMK 2,000,000.

The tax table is now as follows:

NEW INCOME TAX BANDS FOR INDIVIDUALS

Rate of taxation

(% of income)

From To
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1 2,000,000 _'I.'Pt-
2,000,001 5,000,000 5%
5,000,001 1, ChCeC, CoCM 10%a
10, 000,001 20, 000, O 15%
20,000,001 0, 000y, o0y 20%
Above 30,000,000 25%

2. The available exemptions for Myanmar residents having children and/or spouses have also been

increased, as follows:

Exemption Old Law
For each child under the age of 18 MME 200,000 MME 300,000
For having a spouse MME 300,000 MMEK 500,000

3. Income by individuals from profession, business, property and other income are now subject to tax in
the same way as tax on salary. Previously, such types of income were subject to an income tax of 2% to
30%. Under the new law, all these types of income are added together with salary and subject to the
income bands and tax rates in the table above.

4. Under the old income tax law, a person wishing to purchase immovable property was required to prove
the source of the funds to be used for the purchase. If the individual cannot prove the source of the funds,

a 30% tax on “income from undisclosed sources” would be applied to the purchase price..

Under the new Union Revenue Law, a person buying property for the first time will be granted a slight
reprieve. “Income that has escaped assessment” will now be subject to a graduated rate of 3-30% of
income tax for such first purchase. Subsequent purchases, however, will be subject to 30%.

Where income has

esc ElP'Ed assessment

From Ta Rate
1 50,000,000 3%
Eé.t;fst tEﬂ?i Eélyg?%kmg 30% 50,000,001 | 150,000,000 10%
possession of a capital 150,000,001 | 300,000,000 20%
asset
Above 300,000,000 30%

Any l'i?{ll}fiﬂg, cunstjrucﬁFg

or taking possession of a

capital agsget other than 30% 30%
the first time

5. The new Union Revenue Law retains the same Corporate Income (“CIT”) rate of 25% that was applied
under the old law and notifications. However, newly set-up small and medium enterprises shall not be
subject to income tax for a period of three years or until the enterprise earns revenue in excess of
MMK 5,000,000, whichever occurs first.

6. The amendments to the Income Tax Law mentions “self-assessment” by the tax payer. In general, in the



self-assessment system, the taxpayer bears the responsibility of declaring, computing and paying his or her
own income tax. In this system, the assessment by the tax authority comes at a later time through a
subsequent tax audit. Under the current practice in Myanmar, the taxpayer submits the tax returns, but
does not pay until the returns are assessed by the tax officer and a payment order is made. This system

can make payment and collection of tax rather time-consuming and inefficient.

It is unclear for now whether the inclusion of the term “self-assessment” will pave the way for a self-

assessment system in Myanmar.
Commercial Tax (“CT”)

1. CT now applies to all types of services unless specifically exempted. This is reverse of the previous rule
that CT does not apply to services unless specifically provided for. Thus, CT will be applied in a greater

number of services. It is unclear, however, whether service providers can now claim CT input credits.
Below are the services specifically exempt by the Union Revenue Law of 2014:
1. House rental services
2. Car parking services
3. Life insurance services
4. Microfinance services
5. Health care services
6. Education services
7. Transportation of goods
8. Services of employment agencies
9. Banking services
10. Customs clearance services
11. Renting out objects such as tables, chairs or crockery for social functions
12. Licensed slaughtering of animals
13. Contract manufacturing
14. Funeral services
15. Container transport services
16. Child nursery services
17. Myanmar traditional massage / massage performed by a blind person
18. Moving services
19. Services for which a road toll is charged

20. Animal health care services



21. Services consisting in the provision of public toilets
22. Outbound air transport services

23. Services concerning culture and art

24. Information technology services

25. Technology and management consultancy services
26. Public transport services (bus, railway and ferry)

2. No CT shall be assessed from businesses in the cooperative sector or private sector if their sale proceeds

or revenue from services do not exceed the following amounts:

Industry Annual revenue

Production and sale in the country of MME 15,000,000 within one
CT-able goods financial year
Provision of CT-able services MMEK 15,000,000 within one

financial year

Trading MME 15,000,000 within one
financial year

3. Similar to the old law, CT generally applies to the manufacture and sale, trading and importation of all
types of goods. Under the new law, there are still a number of goods exempt from CT when produced
in Myanmar, but subject to CT when they are imported. These consist mostly of agricultural and
other essential goods. There are also a number of goods that are exempt from CT irrespective of
whether they are imported produced and sold or traded in the country. These include fertilizers,

insecticides, medical equipment, textbooks, military equipment, among others.

4. Schedule 6 to the Commercial Tax Law identifies non-essential goods whose import or sale within
Myanmar carries a higher rate of CT than the standard 5% applicable to most goods. The rates
contained in Schedule 6 stayed the same except for the following changes:

Kind of Good Former CT Current CT
Rate Rate
Teak, ha'_rd woods and hard wood 50% 250
conversions
Jade and other precious finished products 30% 15%

5. Export CT applies to crude oil (5%), natural gas (5%), teak and hardwood logs (50%), jade, rubies,
sapphires, etc. (30%) and jewelry made from jade, rubies, sapphires, etc. (10%).

6. Local entrepreneurs and state-owned enterprises get a break from CT. In order to encourage
competition with imported goods, only 2% CT is levied on the proceeds from the sale of goods which
are produced and sold by registered citizen entrepreneurs or production businesses owned by citizen
entrepreneurs or state-owned enterprises.

Cétamam Nuikg
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The Stamp Act has been amended in many respects. The most significant change is the amendment to
Section 20 which pertains to the taxation of foreign currency denominated documents. Section 20 now
reverts to the older rule of merely converting the foreign currency to Myanmar Kyats (MMK) and applying
the regular ad valorem rate. For most documents, the erstwhile rule of 1% rate for foreign currency
denominated documents can be steep compared to documents denominated in MMK. There are a few
documents where the defunct 1% rate is lower, such as for instance conveyances which apply a 3% to 5%
rate of SD.

We detail below the most relevant changes to the Stamp Act:

Documents chargeahble

with duty Former law Current law
Article 20. (1) - Where an instrument is Where an instrument is
Myanmar Stamp Act -  chargeable with ad chargeable with ad
Valuation for Duty (for | valorem duty in respect of | valorem duty in respect
foreign currency money expressed in any of any money expressed

denominated documents) currency other than that of | in any currency other
the Republic of the Union than that of the

of Myanmar, such duty Republic of the Union of
shall be payable in that Myanmar, such duty
foreign currency at the shall be calculated on
rate of 1% on such amount | the value of such money
or value instead of any in the currency of the
proper stamp duty Republic of the Union of
mentioned in schedule Myanmar according to
Schedule 1 annexed to the | the current rate of
Stamp Act. exchange as of the day
the document is
executed.
No. 5 - Schedule 1 - If not otherwise provided If not otherwise
Agreement or for, SD was charged at provided for,
Memorandum of MMEK 600 kyat for every _
Agreement agreement. SD is now charged at

MMEK 300 kyat for
every agreement.

MNo. 10 - Schedule 1 -

Articles of association of | @ Where the company a. Where the

a company has a share capital company has a
less than share capital less
MME 500,000 then SD than
was charged at MMEK 100,000,000
MMEK 20,000 kyat then SD is charged

at MMK 50,000
b. Where the nominal

share capital exceeds b. Where the nominal

MMEK 500,000 but share capital

does not exceed exceeds

MME 5,000,000 then MME 100,000,000
SD was charged at SD is charged at
MMEK 50,000 MME 150,000

¢. Where the nominal
share capital exceeds
MME 5,000,000 then
SD was charged at
MME 150,000



MNo. 23 - Schedule 1 -
Conveyance as defined
by section 2 (10) of the
Stamp Duty Act, not

being a transfer charged

or exempted under
Section 62 to annex A.

No. 36 - Schedule 1
-Leases and subleases

Mo, 39 - Schedule 1 -
Memorandum of

5% on the amount or value

1%, 1.5% or 5%

a. if accompanied by

3% on the amount or
value

+ 2% for instruments
affecting immoveable
property situated
wheresoever in the
whole of the Republic of
the Union of Myanmar,
other than the
Naypyidaw
Development territory,
the City of Yangon
Development territory
and the City of
Mandalay Development
territory

1.5% or 3% depending
on the term of the lease

a. if accompanied by

Association articles of association articles of
under section 17 of association under
the Myanmar section 17 of the
Companies Act then Myanmar
5D was charged at Companies Act
MMEK 50,000 then SD is charged
at MMEK 15,000
b. if not so accompanied
SD was charged at b. if not so
MME 150,000 accompanied 5D is
charged at
MMEK 150,000
Contacts

We trust you find the information contained in this DFDL client alert helpful. If you have any further

guestions, please contact:

Jack Sheehan
Partner, Regional Tax Practice Group e: jack.sheehan@dfdl.com (mailto:jack.sheehan@dfdl.com)

Bernard Cobarrubias
Director, Regional Tax Practice Group e: bernard.cobarrubias@dfdl.com
(mailto:bernard.cobarrubias@dfdl.com)

Share this:

y (http://www.dfdl.com/resources/legal-and-tax-updates/highlights-of-five-new-myanmar-tax-laws/?
share=twitter&nb=1)

f (http://www.dfdl.com/resources/legal-and-tax-updates/highlights-of-five-new-myanmar-tax-laws/?
share=facebook&nb=1)
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