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A. Obligation of Tax
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C. Types of Major Taxes



The taxpayer has the following obligations:

e Register with the tax administration (Article 101 of LOT:
Requirement to register)

e Submit the tax declaration and provide information as required
by tax provisions.

 Pay taxes according to the schedule as stipulated in tax
provisions.

 Keep books of account, supporting documents, and other
financial documents (Article 98 of LOT).



* Present oneself at the time and place determined in the
letter of notification of the tax administration as stipulated in
Article 99 (Right to receive information)

e Pay various taxes, additional taxes, and interest as
determined by the tax administration according to the date
as stated in the tax provisions or as notified by the tax
administration in writing . Be honest with tax related works

e Be honest with tax related works

* Cooperate with the tax administration



Tax Regulations:
1. Article 101 of Law of Taxation
2. Prakas No. 496 MEF Dated 06 April 2016 Obligation of

Tax Registration



Obligations of Tax Registrations

A person must register with the tax administration within 15
working days +

> After beginning economic activity or

> After receiving notification letter of registration or letter of

allowance issued by related ministries or institutions.



(Article 104 of Law of Taxation states)

Submission of tax returns and tax payments:

¢ Monthly Returns: Salary Tax, Withholding tax, Value Added Tax ...
longer than the 20t day of the following month

*+» Annual Returns:
= Tax on Income :No longer than the the 31st March the following year

= Patent Tax :within 01st Jan to 31st March for the year



Taxpayers are classified into 3 categoriess

1. Small Taxpayers
2. Medium Taxpayers

3. Large Taxpayers



1-Small Taxpayers are sole proprietorships or partnerships who have +

a. Annual taxable turnover* from KHR 250 million (USD 62,500) to
KHR 700 million (USD 175,000) or

b. Taxable turnover in any period of three consecutive calendar
months**, exceeding KHR 60 minllion (USD 15,000) or

c. Expected taxable turnover of KHR 60 minllion (USD 15,000) or more
in the next three consecutive months or

d. Participation in any bidding, quotations, or surveys for the supply of
goods and services using state budget including market duties fee.
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2- Medium taxpayers:

d.

Annual taxable turnover from KHR 700 million

(USD 175,000) to KHR 4 biflion (USD 1 million) or
Enterprises incorporated as legal entities; representative
office; or

National and sub-national government institutions,
associations, and non-governmental organizations; or
Government Institutions, foreign diplomatic and consular
missions, international organizations and agencies
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3- Large taxpayers:

a. Annual taxable turnover more than KHR 4 billion (USD 1 million), or

b. Subsidiary of multinational companies, branches of foreign
companies, or

c. Enterprises registered as Qualified Investment Project (QIP).
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1- Income Tax

Income tax is the debt of a resident person on income from Cambodian
sources and income from foreign sources and of a non-resident person on
income from Cambodian sources.

Tax Rate for Legal Person
« 20% Standard rate
« 30% Oil and gas, and certain mineral exploitation activities

« 0% Qualified Investment Project (QIP) during tax exemption period
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» 5% of the gross premiums for the insurance or reinsurance of property or
other risks in the Kingdom of Cambodia

» 20% of taxable income for the insurance or reinsurance of saving life
insurance and other activities besides above point.

% Taxable Income of Physical Person, Sole Proprietorship and distribution
shared to each member of Partnership:

Annual Taxable Profit (KHR) | Annual Taxable Profit (USD) | Rate (%)

0-12,000,000 0-3,000 0
12,000,001 - 18,000,000 3,000 -4,500 5
18,000,001 - 102,000,000 4,500 - 22,500 10
102,000,001 - 150,000,000 22,500- 37,500 15

>150,00,000 >37,500 20
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2- Prepayment of Income Tax (PIT)

= paying a monthly PPT at the rate 1% inclusive of all taxes, except VAT.

= Prepayment of Profit Tax can be offset against the annual income tax.

= QIP within the exemption period shall be exempted from this prepayment.

3- Minimum Tax (MT)

= The minimum tax is imposed at the rate of 1 percent of the annual turnover

inclusive of all taxes, except Value Added Tax, and is Payable at the time of the
annual liquidation of the Income Tax.

= MT may be reduced by the annual income tax that actually paid.
= MT is imposed on enterprises whose accounting records are improperly maintained.
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4- Withholding Tax (WHT)
c?=Any resident taxpayer who makes any payment to a resident taxpayer shall withhold:
15% Income received from the performance of service
- 15% Royalties for intangibles and interests in mineral
- 15% Interest paid by a resident taxpayer carrying on business other than
domestic banks and saving institutions
- 10% Income from rental of moveable and immoveable of property
- 6% Interest paid by a domestic bank or savings institution to resident taxpayer
having a fixed term deposit
- 4% Interest paid by a domestic bank or savings institution to resident taxpayer
having a non-fixed term deposit
< Any resident taxpayer who makes any payment to a non-resident taxpayer shall withhold 14%
of amount paid in the Cambodian source income as stated in Art 33 (New) Amendment
of Law of Taxation. Except reinsurance premiums on property, or other risks in the

country. .



5- Tax on Salary

I.  Whatis the tax on salary ?

== [he tax on salary is a monthly tax imposed on salary that has been
received within the framework of fulfilling employment activities.

ii. What is the taxable salary ?

== refers to salary, remunerations, wages, bonuses and overtime
compensations and fringe benefits which are paid to an employee, or
which are paid for the direct or indirect advantage of the employee for
the fulfillment of employment activities.
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lii. Tax on Resident's Salary

=) TOS = ( Tax base x tax rate ) - Deduction
Tax .
Monthly Taxable Salary (KHR) Rate Deduction
0i To 1,200,0008 0% OF;
1,200,001 ¢ To 2,000,000% 5% 60 000 &
2,000,001 ¢ To 8,500,00F 10% 160 000 &
8,500,001 ¢ To 12,500,000% 15% 585 000 ¢

Greater 5
Than 12500 000+ 20% 1210 000 &



= Resident Employees

TOS = (Tax base x Tax rate) - Deduction

Tax base = Taxable salary - Minor Dependent Allowance/ Spouse

( Spouse and Children 150,000 #/person)
= Non-resident Employees

TOS = Taxable salary x Tax rate 20%

» Fringe Benefits

TOS = Fringe Benefit x Tax rate 20%
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The Obligation to Withhold :
== The tax on salary shall be collected through monthly withholding
procedure by the employer at the time of each salary payment.
== The employer or the resident representative in Cambodia of a
foreign employer and the employee shall be jointly responsible for
the payment of the tax on salary in Cambodia regardless of whether

the salary is paid in Cambodia or abroad.

21



6- Value Added Tax ( VAT)

i. Goods and Service:
- Goods mean tangible property other than land or money.

- Service mean the provisions of something of value other than goods, land, or
money.

ii.Tax Rate:
== 10% the taxable value of each taxable supply in Cambodia
==) 0% the taxable value of each taxable supply goods exported from

Cambodia and of taxable supply of a service rendered outside of
Cambodia.
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Non-Taxable Supplies:
Public postal services

Hospital, clinic, medical, and dental services and the sale of medical

and dental goods incidental to the performance of such services
Public transportation operated by a wholly state-owned provider
Insurance services

Primary financial services
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Non-Taxable Supplies (Cont. ):

f.  Non-profit activities in the public interest ( MoEF approval)

Educational Services

==

Electricity and Water supply

Agricultural Product

j. Garbage Collect Services
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1. VAT Refund For Companies (Art. 72-73 LOT)

Taxpayers, which registered as QIP or as Export-
oriented business, can claim Refund of excessive
Input VAT each month.

Taxpayers, which have excessive Input VAT for the
period of three consecutive months, can claim

Refund of excessive input VAT at the end of the third
month.
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+»» Conditions of VAT Refund

e Taxpayers who export:
= Official Customs declaration for VAT Input from
imported goods.
= Tax invoices for VAT Input from local purchase
from Taxpayers
= Official Customs declaration for exported goods
and other export-certified document.
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e Taxpayers who are QIPs:

=Official Customs declaration for VAT Input from

imported goods.

=" Tax invoices for VAT Input from local purchase

from Taxpayers
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2. VAT Refund for Diplomatic Missions, International
Organizations and Technical Cooperative Agencies of

Other Governments
> The following conditions must be met to apply for the VAT Refund:

a- They must use the official VAT Refund Form/Application of the GDT.

b- The net amount (VAT-exclusive amount) of each invoice must be KHR
200,000 or more.

c- The net amount (VAT-exclusive amount) of VAT Refund must be KHR
1,000,000 or more.

d- The VAT Refund Application/Form must be approved by the mission
management to ensure the purchased goods to be used in the

official mission.

e- The VAT Refund can be applied once per month. .



» For the Medium & Large taxpayer using an accounting

method in accordance with the Cambodian International
Accounting Standards,

= The income must be reported in the year in which it is
earned whether that income is already paid or not.

= The deduction for an expense may be taken when all facts
determining the taxpayer*s liabilities have occurred, the
results of economic activities with respect to the expense

have occurred, and the amount of the taxpayer’s liability
can be actually determined.
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= According to the accounting rules, the net profit is the balance
of the “profit and loss account” of the period. However as there
are separate tax provisions, this accounting net profit must be
subject to various adjustments outside the accounting books
(write-backs and deductions).

"Due to there are separate tax provisions;, so that taxable

income is generally not the same as the accounting taxable
income.
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For the purposes of TOI, an expense must meet the 3 conditions :

a-The facts determining the taxpayer’s charge or expense have
occurred.

B-The results of economic activities (or economic performance)
with respect to that expense have occurred.

C-The amount of the taxpayer’s liability has been precisely
determined: this means the expense or charge:

- Must be recorded in the period;

- Must have proper proofs indicating clearly its amount
(invoice, ...).
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Accounting depreciation

Amusement, recreation and entertainment
Increase in provisions

Donations, grants and subsidies

Loss on disposal of FA per accounting books
Extravagant expenses

Non-business related expenses

Losses on related parties transactions
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Fines and all types of penalties

Expenses related to previous period

Other non-deductible tax expenses
Remuneration of owners and family

Benefit in kind of owners and family

Salary unpaid within 60 days of next tax year

Other non-deductible expenses
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Supplies of goods or services free of charge
Granting fixed assets for uses free of charge

Improvement of FA made by lessee without charge
to lessor

Donations, grants and subsidies not recorded in
accounting book

Gain on disposal of FA as per LoT
Other income not recorded in accounting book
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Accounting results

Tax Adjustment

Tax Base
Tax Amount
Credit Tax

Minimum Tax

Credit Tax

Profit Tax to Pay

Balance Sheet Income Statement
Cost of Products /Costs of Good Sold

Non-Deductible Expenses Depreciation Expense
Interest Expense after adjustments
Tax Losses Carried forwards -et-

Tax Rate (0, 20, 30%) Or Progressive Rate (0-20%)

Foreign Tax Credit
Additional Tax Allowance of Tax on Profit

1% of Annual Turnovers

Withholding Tax Prepayment Profit Tax
Tax on Profit brought forward
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A) Tax Loss Carried Forward

B) QIP & Multiple-Project Enterprises (Multi-QIP)
C) Benefits of Tax Compliance Certificates

D) Audited Financial Report

E) Tax Incentives for Voluntarily-Registered SMEs
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Tax losses can be carried forward up to 5 years.

Taxpayers must use the tax re-assessment report
issued by DEA.

Tax losses have to be stated in the Annual Income Tax
Returns.

Taxpayers which have been unilaterally re-assessed are
not subject to the case.

Not deductible if the “Business Activity” or
“Shareholders” has been changed.
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QIP may benefit from liberal exemptions with respect
to TOIl and customs duties.

QIPs are not subjected to Prepayment of Income Tax
(PIT)

QIP not electing to utilize the TOI exemption are
instead entitled to a special depreciation allowance.
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% QIPs are subjected to pay Tax On Income after expire of
Tax On Income exemption.

=Prakas No.1130 MEF.PK, 27 Oct. 2017: Garments industries,
extending the suspension of Prepayment on Income Tax up to
Dec. 2022, must have Tax Compliance and must fulfill the
following conditions:

1. Keep proper accounting records in accordance with the Tax
Laws (GDT, MEF) and Law on Corporate Accounts (NAC, MEF)

2. Settle all tax dues (Tax Re-Assessed Amounts)
3. Submit Audited Financial Report to the Tax Administration. =



Any enterprise, which implements QIP as well as multiple-
projects QIPs and implements non-QIP together with multiple-
project non-QIP, have to respect the following conditions:

- Do tax registrations and pay patent tax for each project

- Prepare the accounting records for each project
separately including inventories, fixed assets, loss carried

forward.
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3. PRAKAS ON MULTI-QIP.pdf
3. PRAKAS ON MULTI-QIP.pdf
3. PRAKAS ON MULTI-QIP.pdf

. Gold status:

Tax Compliance Certificate with the valid period up to
2 years.

VAT Refund for KHR 500 millions or Less are allowed
before cross-checking verification is done.

Comprehensive Audit is to be done once in every two
years; Limited or Desk Audits are not required, unless
the taxpayer requests for them.
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2. Silver status:
- Tax Compliance Certificate is valid for 2 years.

- VAT Refund for KHR 200 millions or Less are allowed
before cross-checking verification is done.

- Comprehensive Audit is to be done once in every 2 years
and Limited Audit once in every year without desk audit,
unless the taxpayer requests for it.

42



3. Bronze status:

= Tax Compliance Certificate is valid for 2 years and Follow
the Tax obligations in accordance with existing Tax laws
and regulations.
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Large enterprises required to submit audited financial report
issued by professional auditor (accredited accounting firms):

= Prakas No. 643 MEF.PK, dated 26 July, 2007: two among 3
criteria:

1. Turnovers > 3 Thousand Million Riels
2. Assets > 2 Thousand Million Riels and
3. Employees > 100 and QIP
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= Prakas No.1130 MEF.PK, 27 Oct. 2017: Garments industries,
extending the suspension of Prepayment on Income Tax up to
Dec. 2022, must have Tax Compliance and must fulfill the
following conditions:

1. Keep proper accounting records in accordance with the Tax
Laws (GDT, MEF) and Law on Corporate Accounts (NAC, MEF)

2. Settle all tax dues (Tax Re-Assessed Amounts)
3. Submit Audited Financial Report to the Tax Administration.
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= Prakas No.1130 MEF.PK, 27 Oct. 2017: Garments industries,
extending the suspension of Prepayment on Income Tax up to
Dec. 2022, must have Tax Compliance and must fulfill the
following conditions:

1. Keep proper accounting records in accordance with the Tax
Laws (GDT, MEF) and Law on Corporate Accounts (NAC, MEF)

2. Settle all tax dues (Tax Re-Assessed Amounts)
3. Submit Audited Financial Report to the Tax Administration.
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- Not subject to a penalty for either obstruction, or the late
payment of tax registration or patent tax and only be
required to pay patent tax from the year of registration
onward

- Annual Income Tax is exempted for 2 years

- During Annual Income Tax exemption period, SMEs have
been exempted for the Prepayment of Income Tax and
Minimum Tax.
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Negligence

>

Violations of Tax Provisions

-

o

~

Negligence (Art. 125) +
Amount underpaid < 10% amount of
tax determined by tax provisions
Failure to file a tax declaration or to
pay tax at the date required by law

Fine and Penalties

Additional tax 10% of underpayment of

tax or late tax payment
Interest 2% per month

Serious Negligence (Art. 126) +
Amount underpaid > 10% amount of
tax determined by tax provisions

Additional tax 25% of underpayment of tax

Interest 2% per month

]
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Tax Evasion

Violations of Tax Provisions

[ Willful, knowing, or systematic
and repeated violation of tax
provision with the intention of
reducing or eliminating the tax

\ to be paid

amount required by tax provisions

~N

J

Fine and Penalties

( Tax Re-assessment \
Additional tax 25% of underpayment of tax
Interest 2% per month

- Unilateral Tax Assessment
Additional tax 40% of underpayment of tax

(. Violation Art.127: two separate )
occasions within a period of three
L calendar years )
-)L(. Violation Art.127: three or more
separate occasions in any periods
L of time )

— responsibility with for an enterprise who

\ Interest 2% per month /

( Criminal Penalties
Director or Manager or Owner of
Enterprise or a person entrusted with a

commits an act of tax evasion as stated
in article 127 of this law shall be liable to
pay a fine from 10m to 20m KHR and to

\ imprisonment from 1 to 5 years or both /
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v fails to maintain proper records of account and other -Penaltles (Addltlonal Tax)

documentation or fails to issue invoices on transactions; [ \

v’ fails to allow the tax administration access to records of

account and other documents; 2,000,000 KHR

v fails to register with the tax administration; For taxpayer or

Obstructing the v fails to notify the tax administration of any change in the . .
withholding agent

Implementation of Tax Law registration as stated in this law; )
(Self Declaration)
Article 128 v' makes or furnishes fraudulent records, documents, reports, or

other information; \ j
v’ conceals or deliberately destroys accounting papers, records,

documents, reports or other information;

v’ attempts to obstruct the assessment or the collection of taxes; - Criminal Penalties (Art. 136)

v fails to submit a nil tax declaration within 30 days of the date
required by law;

v  willfully supports any of the above acts.

50



sén'mﬁieqemﬁrcms
To Pay Salafy For Civil Servants

snewsdugiing ,« iEnmaiegemmengiepitngs
To Build Hospitals ‘ To Pay Salary For Soldiers And Forces
mmﬂngqssgﬁmmﬁgﬁg TURAIUN AT AYM{AUIU
ildfgruusinnamin: 8% minfigiSnandnym anemsegns mmemdane
! To Bulld Roads ‘ © To Build Bridges
o To Pay Tax Is The Obligation For All Cambodian People And
) ﬂsm&ﬁ?eﬂﬁ § To Contribute To The Defense And Development Of Our Nation! ‘ & i
ienagoinsgRg Se Sigey oty o, DGl To Build Schools
o en ers Ees

THANK YOU

51



