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US SIGNIFICANTLY EASES SANCTIONS AGAINST BURMA 

The President and Secretary of State took action yesterday to ease significantly the US sanctions 
against Burma, including new general licenses issued by the U.S. Treasury Department that permit 
the first new investment in Burma in 15 years and that largely lift the ban on providing financial 
services to Burma.  The move had been widely anticipated following an announcement in May that 
US sanctions would be eased in response to reforms in that country during the past year.   

The US Government removed the two major impediments to US trade and investment in Burma by 
issuing General License 16, which authorizes the exportation of US financial services to Burma, and 
General License 17, which authorizes new investment in Burma subject to compliance with 
potentially significant new reporting requirements.  Both general licenses were effective July 11, 
2012.  In addition, President Obama issued a new Executive Order that provides additional authority 
for the sanctioning of individuals or entities that threaten the peace, security, or stability of Burma.   

BACKGROUND ON SANCTIONS 

US sanctions against Burma were first imposed in the wake of a violent crackdown against peaceful 
protesters by the Burmese military.  As the Burmese military regime continued to restrict civil 
liberties and commit human rights violations, an array of statutes and regulations gradually 
increased US sanctions against Burma starting in the late 1990’s. 

The sanctions, implemented primarily through the Burmese Sanctions Regulations (“BSR”), 31 C.F.R. 
Part 537, and administered by the U.S. Department of the Treasury, Office of Foreign Assets Control 
(“OFAC”), imposed a range of prohibitions that significantly restrained the ability of US persons to 
undertake business in Burma.  The new general licenses authorize two of the key activities that US 
persons were previously prohibited from performing — new investment in Burma and the export of 
financial services.   

Other restrictions of the BSR remain fully in place, however, including a ban on importation into the 
United States of most products of Burma and the blocking of the property and property interests of 
designated Burmese entities and individuals when that property comes into the United States or the 
possession or control of a US person.  Indeed, yesterday’s announcement included the designation 
of two new blocked Burmese parties — the Directorate of Defence Industries in the Burmese Ministry 
of Defence and Innwa Bank of Yangon.   

NEW GENERAL LICENSE AUTHORIZING THE EXPORTATION OR REEXPORTATION OF FINANCIAL 
SERVICES TO BURMA 

Prior to the issuance of General License 16, the exportation or reexportation to Burma of most 
financial services from the United States or by a US person was prohibited.  This prohibition swept 
broadly, but did not prevent US companies from exporting or reexporting goods or services, other 
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than financial services, to Burma, subject to any licensing that might be required from other 
government agencies such as the Commerce Department’s Bureau of Industry and Security.  The 
new General License 16 now authorizes the exportation or reexportation of financial services to 
Burma, directly or indirectly, from the United States or by a US person, wherever located.   

The new authorization is subject to certain limitations.  In particular the general license does not 
authorize debits to blocked accounts or the exportation or reexportation of financial services to any 
person whose property/property interests are blocked.  However, transfers of funds to or from an 
account of a financial institution that is blocked under the Burma sanctions program are authorized, 
provided that the account involved in the transfer is not on the books of a financial institution that is 
a US person. 

The general license also cannot be used, in connection with the provision of security services, to 
export or reexport financial services to the Burmese Ministry of Defense (including the Office of 
Procurement), any state or non-state armed group, or any entity in which any of the foregoing owns a 
50 percent or greater interest. 

General License 16 supersedes two prior general licenses, No. 14-C (which authorized certain 
financial transactions in support of humanitarian, religious, and other not-for-profit activities in 
Burma) and No. 15 (which authorized noncommercial, personal remittances to Burma).   

NEW GENERAL LICENSE AUTHORIZING NEW INVESTMENT IN BURMA  

Prior to the issuance of General License 17, the BSR implemented a statutory ban (in the Foreign 
Operations, Export Financing, and Related Programs Appropriations Act of 1997) on US companies 
and other US persons making certain new investments in Burma, particularly related to the 
economic development of resources located in Burma.  This effectively precluded US companies 
from investing in Burma’s extractive and other industries, and even from opening offices and hiring 
employees in Burma.  

The Secretary of State waived this prohibition, paving the way for the issuance of this general license 
authorizing new investment in Burma by US persons.  However, as with General License 16, this 
authorization is subject to certain limitations — namely, it does not authorize transactions with 
persons whose property/interest in property is blocked, nor does it authorize new investment 
undertaken pursuant to an agreement, or pursuant to the exercise of rights under an agreement, 
with the Burmese Ministry of Defense (including the Office of Procurement), any state or non-state 
armed group, or any entity in which any of the foregoing owns a 50 percent or greater interest. 

In addition, the use of General License 17 is conditioned upon compliance with broad-ranging 
reporting requirements.  The requirements have been posted in the Department of State’s 
“Reporting Requirements on Responsible Investment in Burma,” but will still undergo public notice 
and comment.  Pursuant to the reporting requirements, any US person engaging in new investment 
in Burma whose aggregate new investment exceeds $500,000 must file reports with the State 
Department on an annual basis.  Two versions of each report are to be submitted — one for use by 
the US Government, which will not be made public, and a second covering only certain portions of 
the information, which will be made public.  The purpose of the reports is to promote transparency 
and encourage responsible investment in Burma. 

Key information to be provided in the public version of the reports includes (i) an overview of the 
company’s operations in Burma, including the nature of the business, location, and approximate 
number of employees; (ii) information regarding policies and procedures with respect to human 
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rights, workers’ rights, environmental stewardship, anti-corruption, community and stakeholder 
engagement, hearing grievances from employees and local communities, and global corporate social 
responsibility; (iii) information on arrangements with security service providers; (iv) information on 
land acquisitions over certain thresholds; and (v) information on aggregate annual payments 
exceeding $10,000 to Burmese Government entities, including state-owned enterprises.  The non-
public portions of the reports must also provide information on certain communications with the 
armed forces of Burma or other armed groups, and information concerning any risks the company 
has identified for its Burma operations with respect to human rights, workers’ rights, or 
environmental issues and any steps the company has taken to mitigate those risks. 

Even with respect to the public report, a company may still invoke the Freedom of Information Act 
(“FOIA”) to protect certain information from public disclosure under FOIA Exemption 4.  The submitter 
must identify in its report information that it believes should be withheld from disclosure and provide 
an explanation that identifies why the redacted information is either (i) a trade secret or (ii) 
commercial or financial information that is privileged or confidential.  The explanation must also 
provide any arguments as to why the public release of the information would cause substantial harm 
to the competitive position of the submitter. 

In addition, individuals or entities undertaking new investment pursuant to an agreement, or 
pursuant to the exercise of rights under an agreement, with the Myanma Oil and Gas Enterprise 
(“MOGE”) must notify the State Department within 60 days of the new investment. 

These reporting requirements could impose a significant burden on companies that wish to invest in 
Burma under the authority of the new general license.  First, the amount and type of information that 
companies will be required to provide is extensive.  Further, the requirement to provide both the US 
Government and the public with specific information about the company’s operations, and even 
details of the company’s measures to handle a range of challenging compliance issues, is 
unprecedented.  Many companies may be reluctant to enter the Burmese market with significant 
new investments or with a significant on-the-ground presence if this kind of public reporting is 
required. 

As noted above, the reporting requirements will undergo public notice and comment, with a Federal 
Register notice to be published in the coming days; consequently, parties who believe the reporting 
requirements are too burdensome or intrusive have an opportunity to seek to influence the 
requirements and the extent to which reported information is made public.  We are well-positioned to 
assist companies in the drafting of comments on these reporting requirements. 

EXECUTIVE ORDER 

In addition to General Licenses 16 and 17, the White House yesterday also released a new Executive 
Order (the “July 11 EO”) that gives the US Government new authority to sanction individuals or 
entities that threaten the peace, security, or stability of Burma.  In particular, the July 11 EO (which 
has not yet been assigned a number) authorizes the Secretary of the Treasury, in consultation with or 
at the recommendation of the Secretary of State, to designate any persons determined -- 

1. To have engaged in acts that directly or indirectly threaten the peace, security, or stability of 
Burma, such as actions that have the purpose or effect of undermining or obstructing the 
political reform process or the peace process with ethnic minorities in Burma;  

2. To be responsible for or complicit in, or responsible for ordering, controlling, or otherwise 
directing, or to have participated in, the commission of human rights abuses in Burma;  
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3. To have, directly or indirectly, imported, exported, reexported, sold, or supplied arms or related 
material from North Korea or the Government of North Korea to Burma or the Government of 
Burma;  

4. To be a senior official of an entity that has engaged in the acts described in 1-3 above;  

5. To have materially assisted, sponsored, or provided financial, material, or technological support 
for, or goods or services to or in support of, the acts described in 1-3 above or any person whose 
property and interests in property are blocked pursuant to the order; or 

6. To be owned or controlled by, or to have acted or purported to act for or on behalf of, directly or 
indirectly, any person whose property and interests in property are blocked pursuant to the order. 

The July 11 EO builds upon earlier sanctions, and broadens the range of activities for which persons 
can be subject to sanctions.  For example, the EO contains a new provision that appears to target 
activities relating to Burma’s collaboration with North Korea to develop its own medium-range 
ballistic missiles.  In line with this focus, one of the two newly designated Burmese parties —the 
Directorate of Defence Industries — is believed to engage in missile research and development 
activities with the assistance of North Korean experts at its facilities in Burma. 

Individuals or entities that are designated pursuant to the July 11 EO are subject to blocking with 
respect to their property and interests in property that are in the United States, come within the 
United States, or come within the possession or control of a US person.  As a result, US persons are 
broadly precluded from dealing with these blocked parties, and these designated persons are not 
permitted to enter the United States.  

 

If you have any questions concerning the material discussed in this client alert, please contact the 
following members of our international trade controls practice group: 

Peter Flanagan 202.662.5163 pflanagan@cov.com 
Corinne Goldstein 202.662.5534 cgoldstein@cov.com 
Alan Larson 202.662.5756 alarson@cov.com 
Peter Lichtenbaum 202.662.5557 plichtenbaum@cov.com 
Kim Strosnider 202.662.5816 kstrosnider@cov.com 
David Addis 202.662.5182 daddis@cov.com 
Peter Trooboff 202.662.5512 ptrooboff@cov.com 
Brooke Wright 202.662.5361 bwright@cov.com 
Sarah Liebschutz 202.662.5673 sliebschutz@cov.com 

 
This information is not intended as legal advice.  Readers should seek specific legal advice before acting with regard to the subjects 
mentioned herein.  

Covington & Burling LLP, an international law firm, provides corporate, litigation and regulatory expertise to enable clients to achieve their 
goals.  This communication is intended to bring relevant developments to our clients and other interested colleagues.  Please send an 
email to unsubscribe@cov.com if you do not wish to receive future emails or electronic alerts.   
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