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Implementation of Withholding Tax on 
Dividend Distributions  

The Ministry of Economy and Finance issued Prakas No. 518 on 5 May 2017 (“Prakas”) concerning the 
implementation of withholding tax (“WHT”) on dividend distributions. The Prakas aims to provide clarity and 

guidance on the application of the WHT regulations on dividend distributions from resident taxpayers in Cambodia 
to their non-resident shareholders with reference to Articles 26 (new) and 33 (new) of the Law on Taxation (“LoT”).  

 
As stipulated in Articles 26 (new) and 33 (new) of the LoT, a dividend that is distributed from a resident taxpayer to 
a non-resident taxpayer will be subject to a 14% WHT on the amount paid. 
 
Previously, there had always been a question regarding the tax treatment and implications of the conversion of 
retained earnings to share capital in Cambodia. There had been controversial interpretation and handling of this 
sensitive tax issue between taxpayers and tax authorities due to unclear tax provisions. Taxpayers were of the view 
that the conversion should not be subject to any tax while tax authorities deemed that the conversion should be 
treated as a dividend distribution and subject to 14% WHT if the shareholders are non-resident. The General 
Department of Taxation (“GDT”) provided no formal response despite several requests for rulings submitted by 

taxpayers.  
 
According to Article 6 of the Prakas, if the conversion of retained earnings to share capital is correctly processed, 
it will not be considered as a distribution of dividends and therefore not subject to WHT. The conversion is treated 
as correctly processed when a taxpayer fulfils the below conditions:  

(i) Has a resolution of the Board of Directors approving the conversion, and 
(ii) Has any evidence to show that the change in share capital has been approved by the Ministry of 

Commerce, and the increase in share capital has been reflected in the Memorandum and Articles of 
Association.  

 
However, Article 7 of the Prakas states that subsequent to the conversion, upon the sale of shares by the non-
resident shareholders or the distribution of share capital to non-resident shareholders, either during operation or at 
liquidation, the portion of the share capital that has been originally converted from retained earnings will be subject 
to 14% WHT.   
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Our Regional Contacts 

  
Rajah & Tann Singapore LLP 

T  +65 6535 3600   
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sg.rajahtannasia.com 
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R&T Sok & Heng Law Office 
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F  +62 21 2555 7899 

 

Surabaya Office 
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R&T Asia (Thailand) Limited 

T  +66 2 656 1991    

F  +66 2 656 0833 

th.rajahtannasia.com 

 

 
Rajah & Tann LCT Lawyers 

 

Ho Chi Minh City Office 

T  +84 8 3821 2382 / +84 8 3821 2673    

F  +84 8 3520 8206 

 

Hanoi Office 

T  +84 4 3267 6127    

F  +84 4 3267 6128 
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Rajah & Tann (Laos) Sole Co., Ltd. 

T  +856 21 454 239    

F  +856 21 285 261 

la.rajahtannasia.com 

 

 
Member firms are constituted and regulated in accordance with local legal requirements and where regulations require, are 
independently owned and managed. Services are provided independently by each Member firm pursuant to the applicable terms 
of engagement between the Member firm and the client. 
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Our Regional Presence 

 
 
 

R&T Sok & Heng Law Office provides top quality and incisive legal services to domestic and international clients; in local and cross-border 
transactions; on day-to-day operations and the most challenging transactions. As one of the leading law firms in Cambodia, R&T Sok & Heng Law 
Office helps clients achieve their goals by combining international standard with local expertise.  
 
R&T Sok & Heng Law Office is part of Rajah & Tann Asia, a network of local law firms in Singapore, Cambodia, China, Indonesia, Lao PDR, 
Malaysia, Myanmar, the Philippines, Thailand and Vietnam. Our Asian network also includes regional desks focused on Japan and South Asia.    
  
The contents of this Update are owned by R&T Sok & Heng Law Office and subject to copyright protection under the laws of Cambodia and, through 
international treaties, other countries. No part of this Update may be reproduced, licensed, sold, published, transmitted, modified, adapted, publicly 
displayed, broadcast (including storage in any medium by electronic means whether or not transiently for any purpose save as permitted herein) 
without the prior written permission of R&T Sok & Heng Law Office. 
 
Please note also that whilst the information in this Update is correct to the best of our knowledge and belief at the time of writing, it is only intended 
to provide a general guide to the subject matter and should not be treated as a substitute for specific professional advice for any particular course 
of action as such information may not suit your specific business and operational requirements. It is to your advantage to seek legal advice for your 
specific situation. In this regard, you may call the lawyer you normally deal with in R&T Sok & Heng Law Office. 

 


