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ABOUT US
HML Law Group & Consultants (“HML Law”) and HML XAT Consulting Co., Ltd.
(“HML XAT”), collectively referred to as (“HML”) which are the licensed legal and
tax firm respectively in the Kingdom of Cambodia, were co-founded by partners,
Mrs. Hun Kimleng (Chairwoman), Ms. Mao Samvutheary (Managing Director and
Attorney-at-Law) and Ms. Kang Leap (Deputy Managing Director and Attorney-atLaw).
As a Cambodia’s leading professional legal and tax consulting service provider, HML
has established an excellent reputation with its multinational clients in the cutting
edge of the fast growing Cambodia economy.
HML is a legally independent member firm of Prae Legal Network, a global legal and
consulting network of more than 100 independent law firms all around the world,
which is rapidly growing. To cope up with the ASEAN Economic Community (“AEC”)
initiative in 2014, HML with other well-established ASEAN commercial law firms
have co-founded ASEAN Legal Alliance (“ALA”) to build a truly ASEAN wide legal
network and provide in-depth insight into ASEAN economic integration.
HML’s core team comprises of Cambodian and foreign legal and tax professional
lawyers and advisers. Centrally located in the Kingdom of Cambodia’s capitalPhnom Penh, HML provides a broad range of services including:
-

Business Development and Planning
Investment and Company Registration
Mergers & Acquisitions			
Intellectual Property			
Employment and Immigration		
Alternative Dispute Resolution		
Taxation

-

Due Diligence
Licensing and Concession
Property and Land Development
Banking, Finance, and Insurance
Family and Will
Litigation

With the extensive experience and knowhow of our Cambodian and foreign team,
HML considers no legal or business matter too big or small and our services can be
crafted to meet a client’s specific needs.
For further detail, please visit our HML’s website www.hml.com.kh and we look
forward to working with you in the Kingdom of Cambodia.

IMPORTANT DISCLAIMER
Doing Business in Cambodia is published to provide an overview of investment guide in the
Kingdom of Cambodia to both local and international clients and investors. The contents
are of a general nature only. This publication should not be regarded as offering a complete
explanation of the legal and taxation matters that are contained within this publication. Prior
to taking action on any information contained in this publication, please contact our HML and
HML XAT team for consulting and support. HML and HML XAT expressly disclaimed all and
any liability and responsibility to any person, who acts or fails to act as a consequence of
reliance upon the whole or part of the contents of this publication.
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INTRODUCTION
The purpose of this book is to basically provide useful information to both local
and international investors as benefits to their investment activities in the Kingdom
of Cambodia. This book contains not only Cambodia legal information but also
emphasizes the core structures of foreign investment doing business in the
Kingdom of Cambodia.
Pursuing an investment, business or charitable venture in the Kingdom of Cambodia
requires care and expertise regarding the applicable laws, regulations and rules as
well as an understanding of the local context, processes, and parties involved. At
HML, we understand investor’s business concept that is why we can effectively
address these important concerns and deliver clear and comprehensive legal
information to match the current business activities to client and investors.
The readers of this book will absorb knowledge about Royal Government of Cambodia
(“RGC”)’s business incentive, tax exemption, import and export duty, Cambodia’s
entry visa, labor and employment, Cambodia stock exchange, intellectual property
enforcement, secured transactions, merger and acquisition and other key subjects
that are being common in Cambodia business market.

A. OVERVIEW OF CAMBODIA
1.

Country at a Glance
•
•
•
•
•
•
•
•
•
•
•

2

Geographical: Southern part of the Indochina peninsula in Southeast Asia
Area: 181,035 square kilometers
Coastline: 443 kilometers
Border countries: Laos, Thailand, Vietnam
Capital: Phnom Penh
Constitution: Adopted 21 September 1993
Language: Khmer
Main religion: Buddhism (Theravada)
Currency: Riels
Population: 15.72 million (National Election Committee 2016)
GDP: US$18.05 billion (World Bank, 2015)

www.hml.com.kh

I

DOING BUSINESS IN CAMBODIA GUIDE 2017

2. The Kingdom of Cambodia – Always Positive Economic Perspective
Cambodia, which was once a country synonymous with conflict and poverty, now
has one of the fastest growing economies in Asia. The country’s gross domestic
product has grown by 7 percent or more each year since 2011 and is expected to
keep up that pace through 2017, according to the Asian Development Bank’s Asian
Development Outlook 2016 . In addition, refer to World Bank report, Cambodia’s
economic growth remains strong as projected to reach 6.9% in 2017 and 2018. It is
driven by garment and footwear sector, construction and real estate sector, tourism
sector, and agriculture sector.
Garment and footwear exports remain strong as exports volume further expanded by
increasing to 12.3% and 15.6% in 2016 respectively. Construction activity continued
to be vibrant driven by Foreign Direct Investment (“FDI”) inflows and domestic credit
expansion, as witness by continual growth in the number and value of construction
projects. Tourism sector continues to growth due to newly established regional
direct flights and number of initiative such as “China Ready” initiative and joint
tour packages to boot arrivals. In agriculture sector, rice production expanded
due to expansion of harvested area expansion and increase in yields. However,
plantation of other crops, such as cassava, corn, beans and vegetable have been
slow, and most agriculture commodity prices remain low. To deal with this issue, the
government has been working on policy in order to encourage the investor to invest
in processing of agricultural products locally instead of export.
The strengths of Cambodia economy are hard-working and knowledgeable
young population, free market and openness environment, regulations are
easy to navigate than ever. Further, Driven by the long term vision toward 2030,
promoting the country’s industrial development that will help maintain sustainable
and inclusive high economic growth through economic diversification, strengthen
competitiveness and promote productivity, as guided by Rectangular Strategy
Phase III, the RGC has prepared and adopted National Strategic Development Plan
2014-2018 and Industrial Development Policy 2015-2025. The above mentioned
clearly illustrates Cambodia remains a favorable destination for investment.

1
2

https://www.adb.org/news/features/here-comes-cambodia-asia-s-new-tiger-economy
Cambodia Economic Update: Staying Competitive Through Improving Productivity, April 2017,
The World Bank Group.
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SUCCESS IN
YOUR HAND

4
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I. PRELIMINARY STAGE
A. BUSINESS STRUCTURE

1.
Company Registration
The available form of company in Cambodia is defined in the Law on Commercial
Enterprises (“LCE”) promulgated in 2005. This law applies to a partnership and
limited company carrying on business in the Kingdom of Cambodia. All types of
company operated in the Kingdom of Cambodia shall incorporate at Ministry of
Commerce (“MOC”).
1.1. Partnership
General Partnership: A partnership is a contract between two or more persons who
combine their property, knowledge or activity to carry on business in common with
a view to profit. The contract of partnership may be verbal or in writing.
Limited Partnership: A limited partnership is a contract between one or more
general partners who are the sole persons authorized to administer and bind the
partnership, and one or more limited partners, who are bound to contribute to the
capital of the partnership.
1.2. Limited Company
Private Limited Company: A private limited company is a form of limited company
with characteristics as following:
• The company may have 2 to 30 shareholders. However, one person may
			 form a company called single member private limited company;
• The company may not offer its shares to the public; and
• The company has one or more restrictions on the transfer of each class of
			 its shares.
Public Limited Company: A Public Limited Company (“PLC”) is a form of a limited
company that is authorized by the LCE to issue securities to the public. PLC may
have more than 30 shareholders. This type of company shall be formed to carry on
the business of a bank, an insurance company or a finance company.
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1.3. Foreign Business
A foreign business is a legal person formed under the law of a foreign country
where it has a place of business and is doing business in Cambodia. It may conduct
business in Cambodia in the following forms:
FORM

AUTHORIZED ACTIVITIES
A commercial representative office or commercial relations office may
perform the following acts in the Kingdom of Cambodia:

Representative
Office
(Commercial
representative
office or
commercial
relations office)

(a) Contact customers for the purpose of introducing customers to its
principal;
(b) Research commercial information and provide the information to its
principal;
(c) Conduct market research;
(d) Market goods at trade fairs, and exhibit samples and goods in its 		
office or at trade fairs;
(e) Purchase and keep a quantity of goods for the purpose of trade fairs;
(f) Rent an office and employ local staff; and
(g) Enter into contracts with local customers on behalf of its principal.
However, a commercial representative office or commercial relations
office may not regularly buy or sell goods, perform services, or engage
in manufacturing, processing or construction.

Branch

May regularly buy and sell goods and services and engage in
manufacturing, processing and construction same as the local company
except any acts that prohibited for natural or legal person who is
foreigner. The assets of the branch shall be the assets of the principal.
The principal shall be liable for any obligations of the branch.

Subsidiary

A subsidiary is a company that incorporated by the foreign company in
the Kingdom of Cambodia with at least 51% of its capital that held by the
foreign company. A subsidiary has legal personality separate from their
principals from the date of its registration pursuant to LCE. A subsidiary
may regularly carry on business same as the local company except for
any acts that prohibited for natural or legal person who is foreigner.

1.4. Annual Compliance
It is noted that for the annual compliance, each partnership or company shall file
an annual declaration with the Ministry of Commerce concerning the status of the
partnership or company, Article 7 of LCE.

6
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2. Investment
After transformation to free market economy at the earliest of 1990, RGC is
committed to promote investment sectors by creating attractive investment
strategies as following:
• adopt many laws and regulations to boost the investment.
•
			
			
		

enter into Bilateral Agreement on investment with many countries and admit
as member of regional and international organizations such as ASEAN, WTO,
WIPO, MIGA, ICSID, AIIB and recently One Belt, One Road (“OBOR”) initiative
in 2013 by China etc.

• provide investment guarantees as following:
			 - no discrimination: A foreign investor shall not be treated in any discriminatory
			 way by reason only because the investor is a foreigner, except in respect of
			 ownership of land as set forth in the Land Law 2001.
			 - no nationalization: The RGC shall not undertake nationalization policy, which
				 shall adversely affect private properties of investors in the Kingdom of
				Cambodia.
			 - the RGC shall not fix the price or fee of the products or services of a Qualified
				 Investment Project (“QIP”).
			 - free cash flow.
Beside the above favorable policy, the RGC has also provided a various investment
incentives to the QIP as well.
•
What is QIP?
QIP means a qualified investment project which has received a Final Registration
Certificate and is entitled to receive the investment incentives provided by the
Law on Investment. However, before becoming QIP, investor is required to register
their investment project at the Council for the Development of Cambodia (“CDC”) in
compliance with the procedure prescribed in the Law on Investment.
QIP approval procedure is divided into two steps. The applicant must submit an
investment proposal to CDC which will issue at first the Conditional Registration
Certificate and later the Final Registration Certificate:
Conditional Registration Certificate (“CRC”): Within 3 working days after the receipt
of investment proposal, CDC shall respond to the applicant whether their proposal
has been accepted or rejected by issuing the CRC or Letter of Non-Compliance.
If CDC fails to make decision within 3 working days, the CRC shall be considered
automatically approved.

8
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Final Registration Certificate (“FRC”): FRC shall be issued within 28 working days
from the issuance of the CRC; however, all required approvals from the relevant
ministries/entities listed in the CRC shall be obtained by the applicant. The date of
issuing the FRC shall be the date of QIP commencement.
2.1. Investment Incentives Granted to QIP
QIP status is entitled the investor to the following incentives:
• Profit Tax Exemption;
• Special Depreciation;
• Customs Duty Exemption;
• Special Promotion Zone or Export Processing Zone; and
• Export Tax Exemption.
The rights, privileges and entitlements of a QIP can be transferred or assigned to a
person who has acquired or merged a QIP subject to the approval of the CDC.
2.2. Other Incentives Provided to Specific Field
Besides the incentives granted to QIP under the Law on Investment and Amendment
Law on Investment, additional investment incentives have been introduced by the
RGC to Agricultural and Industrial Sectors.
2.3. The Special Economic Zone
Special Economic Zone (“SEZ”) has been introduced to the Kingdom of Cambodia for
the first time in Sub-Decree No. 148 dated 29 December 2005 on the Establishment
and Management of the Special Economic Zone. Cambodian Special Economic Zone
Board (“CSEZB”) is considered as the operational arm of CDC created to manage the
SEZ scheme.
SEZ refers to the special area for the development of the economic sectors which
brings together all industrials and other related activities and may include General
Industrial Zone and/or Export Processing Zones. Each SEZ shall have a Production
Area which may have a Free Trade Area, Service Area, Residential Area and Tourist Area.
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2.4. Incentives for SEZ
The incentives to be granted to the Zone Developers and Zone Investors are as
following:
The
Beneficiary

Zone
Developer

Zone Investor

Type

Description

Profit Tax
Exemption

9 years

Import Duties and
other Taxes
Exemption

The import of equipment and construction materials
to be used for infrastructure construction in the zone
shall be allowed and exempted of import duties.

Customs Duty
Exemption

The import of machineries, equipment for the construction of the road connecting the town to the zone
and so on.

Temporary Admission

The import of means of transport and machineries
used for the construction of the infrastructures.

Land Concession

May obtain a land concession from the RGC for the establishment of a SEZ in areas along the borders or in
isolated regions, in accordance with the Land Law and
may lease the land to the Zone Investors.

Incentives on Customs Duty

Is entitled to the same incentives on customs duty and
tax.

VAT Exemption

0%

Besides the above incentives, both Zone Developer and Zone Investor shall benefit
as below:
• The right to transfer all their income generated from the investment and salary
			 received in the zone to bank located in other countries after payment of tax.
• All investment guarantees as stipulated in the Law on Investment.
3. Merger & Acquisition
The merger and acquisition is mainly regulated under the LCE setting out a
mandatory to be observed for two or more companies to merge into one company
or consolidate to establish a new company.
LCE outlines a mandatory procedure to be followed in the case where two or more
companies plan to merge into one company or consolidate to form a new company. The
main requirements are as following:

10
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•
		
			
		

A merger agreement must be prepared including key points such as the terms
and conditions of the merger; the articles of incorporation of the surviving
company; the method of converting shares of each constituent company into
shares or other securities of the surviving company…etc.;

• A board resolution of each company as well as shareholders resolution adopted
			 by two third of the shareholders of each company shall be obtained;
• The articles of incorporation of the surviving company shall be drafted; and
• All known creditors of the constituent companies must be informed by
			 adequate written notice and show their valid and credible approval to the merge.
Upon approval of the merger by the shareholders, the above mentioned documents
and other relevant documents shall be submitted to MOC. MOC will then issue a
Certificate of Merger.

B. Land
Since opening to free market economy, the Land Law was first promulgated in
1992 and implemented until the adopted of the new land law in 2001 (the “Land
Law 2001”). The Land Law 2001 aims to determine the regime of ownership for
immoveable properties in Cambodia for the purpose of guaranteeing the right
of ownership and other rights related to immoveable properties as provided
in the Constitution 1993. It also intends to establish a modern system of land
registration that guarantees the rights of people to own land.
The Constitution of the Kingdom of Cambodia stipulates that “All persons, individual
or collectively, shall have right to ownership. Only Khmer legal entities and citizens
of Khmer nationality shall have the right to own land.” Thus, foreigner is restricted
to own land in the Kingdom of Cambodia. However, foreigner still accesses to
ownership of land through the common structures such as Land Holding Company,
Co-owned Building, Long Term Lease and Economic Land Concession.
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1. Ownership through Land Holding Company
Since, there is a restriction by Cambodian Law to foreigner, either a natural person
or legal entity, to own land in Cambodia. Land Holding Company (“LHC”) is one of the
main structures of foreign company that wishes to acquire the land and operates a
business in Cambodia. Its structure is not complicated but requires a 51% Cambodian
shareholder holding a majority shares in the company.
2. Co-owned Building
According to Article 8 of the Land Law 2001, foreigner has no right to hold the land
in the Kingdom of Cambodia. However, in order to facilitate foreign investors as well
as to respond to the expansion of the land market in the Kingdom of Cambodia,
Law on Providing Foreigners with Ownership Rights in Private Units of Co-owned
Building was adopted.
Even though the ownership right of legally qualified foreigner in co-owned building
is recognized, there are some restrictions as following:
• Foreigner has ownership rights in private units of co-owned buildings only
		 from the 1st floor up. The ground floor and underground floor cannot be
		 owned by foreigners.
• Legally qualified foreigner has ownership rights in private units of a co-owned
		 building not exceeding 70% of the total surface-size of all private of the
		 co-owned building.
3. Long Term Lease
Many provisions of the Land Law 2001 have been modified or nullified by Civil Code
which came into effect on 20 December 2011 following the implementation of the
Law on the Implementation of Civil Code. It became very vital for the investors to
refer the provisions of Civil Code regarding the sale, purchase, transfer of ownership,
land lease right, and/or setting of mortgage on land.
According to Article 244 of the Civil Code of Cambodia, “Perpetual Lease refers to
a long term lease of immovable for a term of not less than 15 years” and Article 247
“(1) The term of a perpetual lease may not exceed 50 years. If a perpetual lease is
established with a term exceeding 50 years, it shall be shortened to 50 years. (2) A
perpetual lease may be renewed; provided that the renewed term may not exceed
50 years counting from the date of renewal.”

12
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4. Economic Land Concession
Economic Land Concession (“ELC”) refers to a mechanism to grant private state land
through a specific economic land concession contract to a concessionaire to use for
agricultural and industrial-agricultural exploitation. The maximum duration of a land
concession may be extended from 30 years to 99 years and the land concessions areas
shall not be more than 10,000 hectares (Land Law 2001).
The right of ELC can be mortgaged and transferred as defined in the Sub-Decree No.114
ANK/BK dated 29 August 2007 on the Mortgage and Transfer of the Right over a Long
Term Lease or an Economic Land Concession.

II. OPERATIONAL STAGE
A. COMMON OPERATIONAL MATTERS

1.
Tax
The first comprehensive of Cambodian Law on Taxation was introduced in 1997 and
substantial amended in 2003.
All taxpayers in Cambodia are required to register with the tax administration within
15 working days after economic activity begins or after the enterprise is registered
with the MOC. The tax registration can be processed via a paper form at the tax
administration or online (E-registration) via the GDT’s website at www.tax.gov.kh.
The E-registration takes about 1 to 7 working days to get the registration certificate
and ID registration card from the tax administration and the paper registration takes
from 7 to 10 working days.
One of the business representatives is required to present at the tax administration
to take a photo and scan the thumbprint. This representative can be the chairperson
of the Board of Director, the Director, the Owner or the Shareholder of the company.
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1.1. Annual Tax Compliance
1.1.1. Tax on Profit
Tax on Profit (“TOP”) is the debt of a resident person on income from Cambodian
and foreign sources. For a non-resident person, this tax is assessed on income from
Cambodian sources only.
Taxable profit is calculated from the accounting profit or loss after making
adjustments for various non-deductible expenses and non-taxable income items.
Tax rate of the TOP:
• Standard tax rate is 20% for legal person;
	

• 30% for the profit from exploitation of natural resources (oil & gas, mining);
	

• TOP exemption period of QIP determined by the CDC;

• 5% on gross premiums for insurance/reinsurance of risk and 20% for
		 non-insurance income; and
	
• The due date is 3 months following financial year.
1.1.2. Minimum Tax
Minimum Tax (“MT”) is a separate and distinct tax from the TOP and is calculated at
1% of turnover. The MT is only payable if it is greater than the TOP. In this case, an
enterprise will either pay TOP or MT.
1.1.3. Patent Tax
Patent Tax is business registration tax which shall be required to pay on annual
basis. If the enterprise carries out different types of business activities, a separate
patent tax payable is required to pay for each business activity.
The Patent Tax is classified into three categories which are varied depended on
legal form and turnover of the enterprise:

Classification

14

Annual Patent Tax

Small Taxpayer

KHR 400,000

USD 100

Medium Taxpayer

KHR 1,200,000

USD 300

Large Taxpayer

KHR 3,000,000 or
KHR 5,000,000

USD 750 or USD 1,250
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1.2. Monthly Tax Compliance
1.2.1. Prepayment of Profit Tax
Taxpayers are subject to a Prepayment of Profit Tax (“PPT”) calculated at 1% of
monthly turnover inclusive of all taxes, with the exception of Value Added Tax
(“VAT”). The PPT payment is made monthly and is offset against either TOP or MT
at the annual tax liquidation.
1.2.2. Tax on Salary
Tax on Salary (“TOS”) is a monthly tax imposed on salary that employee receives
within the framework of fulfilling employment activities in Cambodia.
Taxpayers are liable to deduct salary tax from payments of salaries, wages and
other remuneration that are made to all employees.
Residents of Cambodia are subject to TOS on their Cambodia and foreign sources
salary income, whereas non-residents are taxed only on their Cambodian sources
salary income.
Residents are taxed on an incremental scale from 0% to 20% where non-residents
are taxed at a flat rate of 20%. The TOS for resident details are provided in the
following table:
TAXABLE MONTHLY SALARY
Riels

Approx. USD equivalent*

From

To

From

To

Incremental
Tax rate

0

1,000,000

0

250

0%

1,000,001

1,500,000

250

375

5%

1,500,001

8,500,000

375

2,125

10%

8,500,001

12,500,000

2,125

3,125

15%

Over 12,500,000

Over 3,125

20%

*Exchange rate: USD1 = KHR4,000

For fringe benefits, every month, the employer shall withhold and pay tax by the time
specify at the rate of 20% of the total value of fringe benefits given to all employees.
The value of fringe benefits is the fair market value inclusive of all taxes.
1.2.3. Withholding Tax
Withholding Tax (“WHT”) is a monthly tax that is withheld before making certain
payments in cash or in kind. WHT imposts in Cambodia comprised of resident WHT
and non-resident WHT.
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Resident WHT
• 15%: Services provided by a resident person
• 15% : Royalties
• 15% : Interest payments to a non-financial institution
• 10% : Rent of movable and immovable properties
• 6% : Interest paid by a domestic bank or savings institute to a resident
			
physical person having a fixed term deposit account
• 4% : Interest paid by a domestic bank or savings institute to a resident
			 physical person having a non-fixed term savings account
Non-Resident WHT
A rate of 14% shall be deducted from the following payments to non-residents:


• Royalties, rent and other income related to the use of property;
• Interest;



• Management and technical services; and



• Dividends.

1.2.4. Value Added Tax
There are 2 rates of VAT in Cambodia – 10% on taxable supplies in Cambodia and 0%
on taxable supplies exported out of Cambodia.
An enterprise registered under the real regime is required to charge VAT at 10% on
supplies of goods (other than land and money) and/or services and at 0% on the
sale of taxable supplies exported from Cambodia. Such entity can offset input VAT
charged on purchases against the output VAT.
1.2.5. Other Monthly Tax Returns

• Specific Tax on Certain Merchandise and Services is a form of excise tax
		 imposed on a number of local and imported products and services. This tax
		 is levied on vary rate of 3% to 25%;

• Public Lighting Tax is imposed on all chains of supplies of all kinds of local
		 produced and import of alcohol and cigarettes at rate of 3%; and


16

• Accommodation Tax is an indirect tax imposed on the supply of accommodation
		 services at a rate of 2%.
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1.3. Deadline for Tax Returns
TYPE OF TAX RETURN

DEADLINE

Prepayment of Profit Tax
Tax on Salary and Fringe Benefit Tax
Withholding Tax
Specific Tax on Certain Merchandise and
Services

20th of the following month

Public Lighting Tax
Accommodation Tax
Value Added Tax
Annual Tax on Profit

3 months of the following financial year

Patent Tax

31st March every year

1.4. Other Taxes and Requirements
1.4.1. Registration Tax
Registration tax (stamp duty) applies to the below transactions:
• 0.1% for the transfer of a company’s shares, either in whole or in part;
• 0.1% of the contract price for government contracts related to the supply of
		 goods or services that are used under budget state; and

• Flat rate of Riels1,000,000 (~USD250) for 3 types of legal document: business
		 incorporation, merger and liquidation.
1.4.2. Property Tax
This tax is levied annually at a rate of 0.1% on the value of all property that exceeds
Riels100,000,000 (~USD25,000).
The due date is 30th September of the year.
1.4.3. Amend of Tax Declaration
On the basis of an error or an oversight in the original tax declaration, the taxpayers
can request to amend a tax declaration within 3 years from filling date. If the
amended tax declaration results in a refund or credit of tax, the tax administration
has the right to verify under the established tax verification procedures.
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1.4.4. Tax Audit
There are 3 types of tax audit in Cambodia: i) limited tax audit, ii) desk tax audit and
iii) comprehensive/final tax audit.
Limited tax audit and desk tax audit are very similar and these types of tax audit
are conducted on certain documents being required in the tax audit notice.
Comprehensive tax audit is conducted to review the detail of the company’s
transactions and to close off the tax year.
1.4.5. Penalties and Interest Charge on Late Payment
• 10%: where there is a less than 10% differential between the amount of tax
		 originally paid and the amount of tax reassessed;
• 25%: where the differential between the tax paid and tax reassessed exceeds
		 10% or the taxpayer has failed to settle tax liabilities by the due date; and
• 40%: where the taxpayer or withholding agent receives an unilateral tax
		assessment.
In addition, there are penalties imposed for late payment of taxes and late lodgment
of returns, together with interest that is charged at 2% per month.
1.4.6. Appeal
Taxpayer could appeal within 30 days after receipt of the final decision issued by
GDT to Tax Dispute Settlement Committee or court.
2. Labor
Relations between employers and workers/employees resulting from employment
contracts to be performed within Cambodia’s territory are governed by the Labor
Law 1997 (“Labor Law”) of the Kingdom of Cambodia.
2.1. Overview of Basic Requirement under Labor Law
Workers of all establishments of all natures are required to work at the maximum of
8 hours per day or 48 hours per week.
The work schedule can be set by the employer according to the nature of their
enterprise. If the work schedule consists of split shifts, employer can only divide
into morning and afternoon shifts. If workers are required to work overtime for
exceptional and urgent work, the overtime hours shall be paid at a rate of 50%
higher than normal hours. If the overtime hours are at night the interval from 22:00
to 05:00 or during weekly time off, the rate of increase shall be 100%.
Though there is no clear boundary specified for overall workers’ minimum wage, the
Labor Law has set the minimum wage at least equal to the guaranteed wage which
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can ensure every workers of a descent standard of living compatible with human
dignity. In 2016, the monthly minimum wage for the garment and footwear workers
was USD140. However, according to Prakas of Ministry of Labor and Vocational
Training (“MLVT”) dated 29 June 2016, the minimum wage was increased to USD153
effective from 01 January 2017.
2.2. Labor Contract
Labor Contract refers to the written or verbal agreement which establishes relations
between the worker/employee and employer. Labor Contract is divided into two
types based on duration: Fixed Duration Contract (“FDC”) and Undetermined
Duration Contract (“UDC”). Any written labor contract signed under specific
duration for a period of less than 2 years is called FDC. It can be renewed one or
more times, as long as the renewal does not surpass the maximum duration of 2
years. Any employment contract, which is formed verbally (without written form) is
considered as UDC.
2.3. Labor Registration
All employers shall make a declaration to the MLVT or specific Departments of
Labor and Vocational Training (“DLVT”) for Phnom Penh and each province when
opening an enterprise or establishment. This declaration shall be made in writing
and be submitted whether the MLVT or DLVT has authority over an enterprise for
labor related matters depends on the business sectors, number of employees and
the location of an enterprise that the enterprise employs.
Refer to Prakas No. 341 dated 10 August 2016 issued by MLVT, regardless the total
number of employee, the existing enterprise located in Phnom Penh, engaging in
any following nine sectors will fall under the regulatory supervision of the MLVT:
(1) garment, textile and footwear manufacturing; (2) industry; (3) companies that
recruit workers to work abroad; (4) NGOs; (5) construction; (6) hotels; (7) banking; (8)
aviation; and (9) maritime. Other than this will be under the supervision of the DLVT.
For enterprises located in the provinces outside of Phnom Penh, the responsible
authority for labor related matters is the provincial DLVT regardless the abovementioned sectors.
The submission of declaration shall be made within 30 days following the actual
opening of the enterprise or establishment. For the closing of enterprise, employers
shall also make a declaration to MLVT within 30 days followings the closing of the
enterprise.
All enterprises that employed 8 or more workers/employees are required to register
their organization together with their workers/employees and pay the contribution
of occupational risk to National Social Security Fund (“NSSF”).
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2.4. Local and Foreign Employment
2.4.1. Local Employees
Enterprises are required to apply for an employment card as an employment
identification card for each local employee. Employment cards for local employees
are only issued once at the commencement of their employment at an enterprise.
A local employee is required to undertake a health check in order to obtain a health
certificate from the Labor Medical Department of the MLVT, one time upon the
commencement of their employment at a new enterprise.
In addition, for all modification (hiring, termination, position or wage of the employee
....) in the previous and new work place of an employee, shall be registered and
notified a visa in/out at MLVT.
2.4.2. Foreign Employees
MLVT and Ministry of Interior (“MOI”) have recently taken steps to more strictly
enforce the laws concerning the employment of foreign nationals in the Kingdom
of Cambodia to ensure that formalities and conditions as provided in the Labor Law
and Law on Immigration are followed.
Actually, MLVT issued a Prakas No. 352 dated 17 August 2016 on Using Online
Labor Centralized Management System. This Prakas introduces a new system for
investor, companies, factories, enterprises and institutions to record and manage
their foreign workforce through the online system, through the link: www.fwcms.
mlvt.gov.kh.
Quota Requesting
If enterprise wishes to employ foreigner, the Labor Law requires for their annual
quota requests for using foreign workforce. According to the Prakas No. 352, the
quota requesting is submitted through online processing system. Under the quota
system, a maximum of 10 percent of an employer’s workforce may be foreign,
comprising of; office employees (3 percent); skilled labor employees (6 percent); and
unskilled labor (1 percent). All subsequent quota applications must be submitted by
30 November each year and upon receipt of approval, cannot be changed during
the course of a year.
After obtaining the quota approval, enterprises are required to apply for a Work
Permit for each foreign employee.
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Foreign Employment
All foreign nationals holding a business visa/E-visa and working in the Kingdom of
Cambodia; are required to apply for a work permit. According to the Prakas No. 352,
foreign work permit is upgraded from a manual to an online system. The formality
is applied by scanning and sending their supporting necessary documentation to
complete the process via online form.
A new work permit application or renewal needs to be submitted between January
1st and March 30th of current year. The Work Permit approval is issued by the MLVT/
DLVT, with validity for one year ending on 31 December of the year of issuance.
Risk with non-compliance with foreign work permit
Under the Labor Law, failure to comply with new application or renewal of foreign
employee work permit results in penalty and any retroactive tax for foreign national
who fails to comply with in the previous year or, in serious circumstances such as
imprisonment and the potential deportation of any foreign employee who is not duly
registered.
3. Intellectual Property
With a membership in World
Intellectual Property Organization
(“WIPO”) in 1995 and World
Trade Organization (“WTO”) in
2004, Intellectual Property (“IP”)
becomes more and more crucial
in the business development and
gets much attention from the RGC.
IP is now considered as one of key
business success factors of many major local and international companies. Within
the framework of Cambodian IP, there are many laws and regulations promulgated
and implemented in the country; many offices and specialized departments of
state are established for the registration and protection.
Actually, IP is regulated under main laws and regulations as following:
• Law on Marks, Trade Names and Acts of Unfair Competition adopted in 2002;
• Law on Patents, Utility Model Certificates and Industrial Designs adopted in 2003;
• Law on Copyright and Related Rights adopted in 2003; and
• Law on Geographical Indication adopted in 2014.
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3.1. Summary of IP Element and its Protection
IP Areas

Protectable Period

Extension

Authorities

Trademarks and
Service Marks

10 years

renewable for
consecutive period of
10 years

Patents

20 years

No

Ministry of Industry
and Handicraft

Utility Model
Certificate

7 years

No

Ministry of Industry
and Handicraft

Industrial Design

5 years

two further
consecutive periods
of 5 years

Ministry of Industry
and Handicraft

Copyright

life of the author and
50 years following
his/her decease

No

Ministry of Culture and
Fine Arts

Geographical
Indication

unlimited if there is
no any cancellation
or nullification

No

Ministry of
Commerce

Ministry of
Commerce

3.2. Acts of Unfair Competition
Acts of unfair competition are defined as any act of competition contrary to honest
practices in industrial, commercial and service matters. Under Cambodian law, acts
of unfair competition including:
a. All acts of such a nature as to create confusion by any means whatever
		 with the establishment, the goods, or the industrial, commercial or service
		 activities of a competitor;
b. False allegations in the course of trade of such a nature as to discredit the
		establishment, the goods, or the industrial, commercial or service activities of
		 a competitor;
c. Indications or allegations the use of which in the course of trade is liable to
		
mislead the public as to the nature, the manufacturing process, the
characteristics, the suitability for their purpose, or the quantity of the goods.
3.3. Enforcement Agencies
The enforcement agencies in Cambodia are CAMCONTROL, Economic Police, InterMinisterial Committee on Suppression of Movie and Video Infringement, Litigation
Bureau, Customs and Court.
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4. Stock Exchange
This is relatively new in the Kingdom of Cambodia starting in November 2006 when
RGC and Korea Exchange entered into a Memorandum of Understanding to develop
the securities market in Cambodia. Later in March 2009, RGC and Korea Exchange
signed a “Joint-Venture Agreement” to establish a stock market (“The Cambodia
Securities Exchange Co., Ltd” or “CSX”). CSX, the national stock exchange, was then
incorporated on 23 February 2010 where RGC owns 55% and Korea Exchange owns
the remaining 45%.
Securities and Exchange Commission of Cambodia (“SECC”) regulates the securities
industry in Cambodia to contribute to socio-economic development through capital
mobilization from public/securities investors
to meet the demand of financing for investors.
First trading at the stock exchange on 18 April
2012 was ended successfully by Phnom Penh
Water Supply Authority shares rose 49% at
the closing stock. Currently there are four
more companies already listed and ready
for trading are Grand Twins International
(Cambodia) Plc, Phnom Penh Autonomous
Port, Phnom Penh SEZ Plc., and Sihanoukville
Autonomous Port.

III. DISPUTE RESOLUTION
There are two common ways for dispute settlement.
Alternative Dispute Resolution

Judicial System
Supreme Court

Labor Arbitration

Commercial Arbitration

Appellate Court
Provincial/
Municipal Court

Military Court

A. Alternative Dispute Resolution
Alternative Dispute Resolution (“ADR”) refers to the mechanisms to resolve the
dispute outside judicial system such as negotiation, mediation and arbitration.
Settlement through arbitration is one of the most common mechanisms besides
judicial system in Cambodia.
1.
Labor Arbitration
The Arbitration Council (“AC”) is one part of alternative system for the amicable
resolution of labor dispute established under Chapter XII of the Labor Law. This law
allows unions and employers to include procedures for the resolution of disputes in
their collective bargaining agreements. Where this does not occur, the Labor Law
provides such procedures. Some of these processes are voluntary and other such
as the arbitration procedures are mandatory. There are two kinds of dispute to be
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heard by AC.
(1)		 Dispute is an individual dispute or a collective dispute; and
(2) Dispute is a right dispute or an interest dispute.
1.1. Individual Dispute
According to Article 300 of the Labor Law “an individual dispute is a dispute that
occurs between an employer and one or more if their workers individually and
related to the interpretation or the enforcement of the term of a labor contract, a
collective bargaining agreement or laws and regulations in effect”. The Labor Law
only recognizes Individual Disputes that are related to existing rights.
1.2. Collective Dispute
The criteria for a Collective Dispute are set out in Article 302 of the Labor Law.
Three conditions must be satisfied in order for a dispute to be a Collective Dispute.
a. There is a dispute that arises between one or more employers and a group
		 of workers;
b.
		
		
		

The subject matter of dispute is related to working conditions, the exercise
of the right of professional organizations, the recognition of professional
organizations or problems in the relationship between employers and workers
employees; and

c. The dispute could lead to the disruption of the enterprise or threaten social peace.
AC may also have a role to play in considering whether a dispute referred to it is
properly classified as a Collective Dispute. Under the Labor Law, AC is only involved
in the resolution of Collective Disputes. Therefore, if a party to a dispute questions the
classification of a dispute as collective before AC, AC will need to consider whether it
has jurisdiction to hear that case.
2. Commercial Arbitration
As part of its WTO accession negotiations in 2003, Cambodia agreed to put in place
a number of new laws in line with its commitment to provide an improved regulatory
environment for trade and investment. In acknowledgment of the important role that
dispute resolution plays in the development of a modern trading economy, the Law on
Commercial Arbitration has been included as a priority in this package of reforms. The
Law on Commercial Arbitration was passed by National Assembly in 2006; establishing
a framework for the private arbitration of business disputes that follows international
practices.
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Following consultations with representatives of the business communities and
development partners, a Sub-Decree on the Organization and Functioning of a National
Arbitration Center was promulgated in August 2009.
B. Judicial System
The Cambodian judicial system is divided into three levels: the Supreme Court, Appellate
Court and Court of First Instance.
1.
Supreme Court
It is the highest court in the Kingdom of Cambodia and its jurisdiction covers the whole
territory of Cambodia. A case may be heard twice by the Supreme Court. The Supreme
Court will hear the interpretation of the law at the first purview, while at the second
purview it will hear both law and fact.
2. Appellate Court
It hears all cases appealed from a court of first instance (municipal, provincial and
military). The Appellate Court reviews both questions of law and fact. Thus, if a party is
not satisfied with the judgment or a decision rendered by the court of first instance, that
party may file an appeal to the Appellate Court. Currently, there is only one Appellate
Court located in Phnom Penh.
3. Court of First Instance
It is the lowest court, which includes the provincial, municipal, and military courts.
Each court’s jurisdiction covers a particular geographical area where the court is
located. An exception to this is the military court, which has jurisdiction over the
entire territory of Cambodia.
3.1. The Provincial and Municipal Court
This is the lowest trial court. In principle, the Provincial and Municipal Court are
composed of two departments: civil and criminal departments. However, in practice,
as the number of judges is very limited, there is still no clear separation between the
departments. A judge may handle both civil and criminal cases.
3.2. The Military Court
It is a court of first instance that has exclusive jurisdiction over cases dealing with
the cases of military offenses, any offenses committed by military personnel that
involves military discipline or harms military property. Ordinary offences committed
by military personnel are under the jurisdiction of the provincial/municipal courts.
Note: The Commercial Court, Labor Court and Administrative Court have not yet
been created. It is currently under the jurisdiction of the Provincial and Municipal
Court of First Instance.
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