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AGENDA

1. How are projects currently getting financed?
2. What kinds of contracts are available to build utility scale solar farms?
3. What are the returns expected in Myanmar?
4. How to engage with local and mainstream banks and multilaterals?
5. Who is providing early stage development, and if no one, who could?
6. How do you lower the cost of capital of your project?
7. What are the credit enhancement structures available and what are timelines attached

to them?
8. What is the role of DFIs and in what capacity are they most active/helpful?
9. How to achieve the ticket sizes needed by institutional investors and PE?
10. A look at the future: what are the financing innovation and when will the capital

markets confidently enter Myanmar market?
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Overview on Myanmar’s solar
market

• 34% of people have access to electricity, while in urban areas
the number is only 16%

• Potential: 51,973 terawatt-hours per year
• Until June 2017, there are around USD 6 million investment in
the form of MOA, MOU and JVA/BOT in solar market

• The Government aims at energy conservation through access to
affordable and renewable energy, in particular in off-grid local
areas.

• Solar energy production in Myanmar was minimal in 2012, but
is expected to increase to 5% of the total power production by
2030.
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(1) How are solar projects
currently getting financed ?
• Private funding (mostly shareholder loans) or project finance
• Access to finance in the majority of cases is obtained offshore from
syndicates of different private lenders, including multilaterals

• Myanmar banks presently lack the liquidity to provide adequate
funding options for sponsors. Myanmar is in the process of expanding
access to finance for sponsors through banking reform.

• If the financing involves syndicated contributions from multilateral
development financial institutions (“Multilaterals”), sponsors need to
be aware up front that Multilaterals may show little inclination to
negotiate any deviation from their standard project documentation.
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(2) What kinds of Contracts are
available to build utility scale solar
farms?
1. Memorandum of Understanding (“MOU”);
2. Memorandum of Agreement (“MOA”);
3. Power Purchase Agreement (“PPA”);
4. Build-Operate-Transfer Agreement (“BOT”);
5. EPC Contracts;
6. Land Lease Agreement (“LLA”);
7. Security/facility Documents (onshore and offshore security

documents);
8. Fuel Supply Agreement (“FSA”).
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(3) What are the return expected in
Myanmar?
• The financial returns in Myanmar ultimately depend on the tariff rate negotiated
with the MOEE and the cost and viability of the project.

• Project commercial viability and returns are on a case-by-case basis.

• Myanmar has abundant energy resources, hydropower and natural gas. Due to
underdeveloped legislation and lack of financial and technical capacity, the
energy sector of the country is still underdeveloped. However, with the
government’s commitment to energy reform, foreign investors will have more
access to this sector with simplified formalities.
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(3) What are the return expected in
Myanmar? (cont.)
The recent regulatory and policies changes in foreign investment are indicative of the fact
that the government is making a greater effort to create a more transparent atmosphere to
attach foreign capital and technology such as:
 Retail sales tariffs fixed by the government;
 Cover operating costs but no surplus for maintenance and upgrades;
 MEPE tariffs are two-tiered fixed rates based on consumption level, which are insufficient to
recover basic operating costs;

 Additionally, private investors are concerned about uncertainties in tariff negotiation and what is
considered acceptable rates of return on project investments;

 Cost recovery assurances for the full cost of development and projected maintenance;
 Industrial cost competitiveness compared to neighboring countries;
 Regulations to protect consumers from monopolistic abuses;
 Subsidized “lifeline” tariffs for economically disadvantaged.
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(4) How to engage with local and
mainstream banks and
multilaterals?
 We recommend approaching multilaterals and offshore lenders early in the process.

Obtaining finance is one of the biggest hurdles to overcome in any energy project.

 Local Myanmar banks are not in a position to provide adequate finance for energy
projects. Therefore finance needs to be obtained privately or from a combination of
offshore lenders or multilaterals for project finance. Some of the largest power plant
deals in Myanmar to date have been financed by a syndicate of different lenders and
multilaterals.

 The Myanmar Government is acutely aware of the status of its banking system and is
in the process of making considerable improvements.
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(5) Who is providing early stage
development, and if no one- who
could?
 We are seeing early stage development being provided by Chinese, Indian, and

Singaporean sponsors.
 India benefits from its own geographical location, an advantage, as it can easily cater

to Myanmar’s energy requirements in the energy and power sectors.
 Driven by the “One Belt, One Road” initiative, Myanmar has witnessed a massive

inflow of Chinese investment into the country. China like India shares the advantage
of bordering Myanmar.

 There is a combination of Chinese State-Owned Enterprises (“SOEs”) and private
Chinese investors developing Myanmar’s energy sector. The majority of inbound
Chinese investment into Myanmar’s energy sector is largely led by Chinese SOEs.
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(6) How do you lower the cost of
capital of your project?
This is obviously done on a case-by-case basis and depends on the size of the energy project and capital
expenditure required to develop the project to completion.

Sponsors may choose to reduce tax by developing their projects in more rural areas that attract higher tax
incentives to MIC Permit holders. Providing the sponsor has been granted an MIC Permit it may be eligible
to certain income tax holidays and preferential tax treatment. Income tax holidays are available for a period of
three (3), five (5), or seven (7) years depending on MIC discretion and what Development Zone (“Zone”) the
project is located in. Zone 1 potentially attracts a seven year income tax holiday.
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(7)What are the credit enhancement
structures available and what are the
timelines attached to them?

• One necessary credit enhancement requisite to any energy project in
Myanmar is obtaining a Myanmar Investment Commission Permit (“MIC
Permit”) (investment permit).

• MIC Permit allows a foreign investor to benefit from certain investment
incentives available under the Myanmar Investment Law 2016

• The MIC Permit is granted on a case-by-case basis depending on the size of
the power project. At a minimum, a sponsor should expect to wait at least six
(6) months to obtain an MIC Permit.

• A foreign sponsor intending to do small scale power investment (having
investment capital less than USD5 million) who desires a long-term lease
right for a period exceeding one year, may apply for an Endorsement from
the MIC.

• Time to obtain an MIC Endorsement: same as MIC Permit (min. 6 months)
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(8) What is the role of DFIs and in
what capacity are they most
active/helpful?
• Direct foreigner investors (“DFI”) from Singapore, China &
India are very active in investing in Myanmar’s power sector.

• DFI in power sector is the second largest after oil & gas in
Myanmar
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(9) How to achieve the ticket sizes
needed by institutional investors
and PE?
• Institutional and PE investment in Myanmar’s energy sector is
yet to take off.

• Any sponsor intending to rely on either forms to finance an
energy project should ensure that they have bankable project
documents and hold the necessary concession rights. We
envisage this positive change with the implementation of the
new Myanmar Companies Law 2017 (“MCL”) when
implemented on 1 August 2018.

• Under the MCL foreign investors will be able to acquire up to
33% of the shares in existing Myanmar companies and buy
shares in Myanmar public companies listed on the Yangon
Stock Exchange.
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(10) A look at the future: What are
the financing innovation? When will
the capital markets confidently enter
Myanmar market?
• We see power deals to be financed by private finance or project finance for

several years to come. The main hurdles involve the perfection of securities,
which are tied to Myanmar’s archaic property laws and outdated land
registration systems.

• Proper realization of capital market investment is several years away. Capital
markets investment will be made easier by the passing of the MCL, however,
sponsors will be entering into unchartered waters until fresh deals are
completed under the new regime.
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Questions & Answers
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CONNECTIONS ARE BUSINESS
PLEASE CONNECT WITH ME ON LINKEDIN:

OLIVER MASSMANN
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WHEREVER YOU ARE - BE ALL THERE

Jim Elliot
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Thank you very much!
DR. OLIVER MASSMANN

Partner – Duane Morris
Member of the Supervisory Board of PetroVietnam Corporation

Duane Morris Vietnam Duane Morris Myanmar
Pacific Place, Unit V1307/08, 13th Floor, No.14, Kaymarthi Str (1),
83B Ly Thuong Kiet, Hoan Kiem Dist Thiriyadanar Yeikthar Housing - Qtr(3),
Hanoi Mi Kyaung Kan, Thingangyun Tsp,
Vietnam Yangon, Myanmar

Contact email:
omassmann@duanemorris.com
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