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Cambodia’s New Law on Taxation

The new Law on Taxation was promulgated on 16 May 2023 by virtue of Royal Kram No.
NS/RKM/0523/004 ("Law on Taxation") on an urgent basis and therefore has come into force from 17
May 2023. The Law on Taxation abrogates the old law on taxation dated 24 February 1997 and its
amendment dated 31 March 2003.
The Law on Taxation consists of 20 chapters and 255 articles.
In this Update, we highlight key features of the Law on Taxation.
1. Definition of Permanent Establishment ("PE")
The definition of PE has been updated to include a scenario whereby a person possesses a right
and regularly exercises such right to sign any contract on behalf of a non-resident person or
performs main duties in facilitating the process toward the signing of any contracts.
This means that although a person may not directly enter into a contract on behalf of a non-resident
person, he or she will still be considered as a PE of that non-resident person if he or she regularly
negotiates contracts and plays a key role leading to the conclusion of the contracts.
2. Definition of Related Parties
The definition of related parties has been revised to:
i. include both direct and indirect control;

ii. reduce the value/voting right percentage threshold from 51% to 20% or more; and

iii. include the right of the tax administration to determine on a case-by-case basis whether or
not there is control.

3. Qualified Investment Projects ("QIPs")

The Law on Taxation has been aligned with the new Law on the Investment promulgated on 15
October 2021 on:

i. the deduction of expenses (Article 11.6);
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ii. the minimum tax exemption provided that a QIP has a financial report audited by an
independent auditor (Article 24); and

iii. the 0% VAT in case of supply of goods or services by a local entity to a QIP (Article 75).
4. Cambodian sourced income

Article 33 on Cambodian sourced income has been updated to also include gains from the sale or
transfer of movable or immovable properties or interest thereof, including intangible assets located
in the Kingdom of Cambodia.

5. Public lighting tax

The Law on Taxation now provides that public lighting tax shall be determined and paid at the first
time of supply and that its rate shall be determined by a Sub-decree to be adopted at the request of
the Minister of Economy and Finance, while the base for calculating such public lighting tax shall be
determined by Prakas of the Ministry of Economy and Finance.

6. Stamp duty

Under this new Law on Taxation, any company that directly or indirectly owns real estate that is
worth more than 50% of the total assets of the company is defined as a real estate company for the
purpose of determining the applicable rate of the stamp duty for share transfer, which shall be 4%
as opposed to 0.1% in the case of non-real estate company.

7. Delivery of information to taxpayers
Under the new Law on Taxation, the written form of any letter or notification that the tax
administration needs to provide to the taxpayer in order to impose an obligation on the taxpayer
may now be in electronic form, such as fax and email, and the date of the notification shall be the
date on which the message was sent.

8. Merger and acquisition

Article 215.1 states that in the event of transfer of businesses or transfer of interests, the new owner
shall be held responsible for all tax debts of such businesses or enterprises.

Article 215.2 mentions that in the event of merger of two or more enterprises, the enterprise that

continues or is born from the merger of two or more enterprises shall be held responsible for all tax
debts.
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9. Increase of penalties on obstruction of tax implementation
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Article 225 lists down 13 items of acts considered to be obstruction of implementation of tax law.

No. Description of obstructions Penalties
1 Failure to register with the tax administration in accordance with | A fine of KHR5 million
this Law on Taxation and other relevant regulations. (approx. US$1,250)
5 Failure to inform the tax administration of any change in the | (Article 235.1).
registration related information.
3 | Failure to file tax returns.
4 Failure to use the recording system as determined by the tax | A fine of KHR10
administration. million (approx.
5 | Failure to issue invoices. US$2,500) (Article
6 | Failure to provide information or submit requested reports. 235.2).
7 Not permitting the tax administration to check the accounting
records or any other documents. Repeating of offenses
Failure to keep accounting records and other documents. stated in points 1-8
shall be subject to
8 criminal penalty as per
Article 243.
9 | Attempt to obstruct the tax assessment and collection. i. Imprisonment from
10 Producing or providing fake records, documents, reports, or one month to one
information. year; and
1 Concealment or intentional destruction of accounting records, |ii. Fi_n§ from KHRS50
documents, reports, or other information. million (approx.
12 | Issuance of fake invoices. US$12,500) to
Not permitting tax administration to enter the business premises | KHR100 million
13 to assess and collect taxes. (approx. _
US$25,000) (Article
243).
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Regional Contacts

R&T SOK&HENG | Cambodia
R&T Sok & Heng Law Office

T +85523963 112/ 113

F +855 23963116
kh.rajahtannasia.com

RAJAH & TANN Z78 EiE

SHANGHAI REPRESENTATIVE OFFICE | China
Rajah & Tann Singapore LLP

Shanghai Representative Office

T +86 21 6120 8818

F +86 21 6120 8820

cn.rajahtannasia.com

ASSEGAF HAMZAH & PARTNERS | Indonesia
Assegaf Hamzah & Partners

Jakarta Office
T +62 21 2555 7800
F +62 21 2555 7899

Surabaya Office

T +62 31 5116 4550
F +62 31 5116 4560
www.ahp.co.id

RAJAH & TANN | Lao PDR
Rajah & Tann (Laos) Co., Ltd.

T +856 21 454 239

F +856 21 285 261
la.rajahtannasia.com

CHRISTOPHER & LEE ONG | Malaysia
Christopher & Lee Ong

T +60 3 2273 1919

F +60 32273 8310

www.christopherleeong.com

Rajah & Tann Asia is a network of legal practices based in Asia.
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RAJAH & TANN | Mvyanmar

Rajah & Tann Myanmar Company Limited
T +951 9345 343/ +95 1 9345 346

F +951 9345 348

mm.rajahtannasia.com

GATMAYTAN YAP PATACSIL

GUTIERREZ & PROTACIO (C&G LAW) | Philippines
Gatmaytan Yap Patacsil Gutierrez & Protacio (C&G Law)
T +632 8894 0377 to 79/ +632 8894 4931 to 32

F +632 8552 1977 to 78

www.cagatlaw.com

RAJAH & TANN | Singapore
Rajah & Tann Singapore LLP

T +65 6535 3600
sg.rajahtannasia.com

RAJAH & TANN | Thailand
R&T Asia (Thailand) Limited

T +66 2 656 1991

F +66 2 656 0833
th.rajahtannasia.com

RAJAH & TANN LCT LAWYERS | Vietnam
Rajah & Tann LCT Lawyers

Ho Chi Minh City Office
T +84 28 3821 2382/ +84 28 3821 2673
F +84 28 3520 8206

Hanoi Office

T +84 24 3267 6127
F +84 24 3267 6128
www.rajahtannict.com

Member firms are independently constituted and regulated in accordance with relevant local legal requirements. Services provided by a
member firm are governed by the terms of engagement between the member firm and the client.

This update is solely intended to provide general information and does not provide any advice or create any relationship, whether legally
binding or otherwise. Rajah & Tann Asia and its member firms do not accept, and fully disclaim, responsibility for any loss or damage

which may result from accessing or relying on this update.
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R&T Sok & Heng Law Office Philippines

Christopher & Lee Ong

® Cambodia
Malaysia

Rajah & Tann Singapore LLP
Singapore

Assegaf Hamzah & Partners
Indonesia

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 Cambodia, China, Indonesia, Lao PDR, Malaysia, Myanmar,
the Philippines, Singapore, Thailand and Vietnam. Our Asian network also includes regional desks focused on Brunei, 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.
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