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Answer Q 1 

The problem is related to three issues: 1- whether the additional capital requirement 

is legal under the Cambodian law; and 2- whether the statement “shareholders shall 

be held liable beyond their capital contribution” is legal under the Cambodian law; 

and 3- the legal procedure on winding up the company. 

 

The three shareholders shall have complete discretion whether to provide additional 

capital or not, though the chairman made such the request. Furthermore, the LCE 

has no mention about the compulsory additional capital contribution, so the request 

for additional capital contribution has no legal force. By looking into the shareholders’ 

quorum, three shareholders shall have adequate quorum to decide to wind up the 

company by following the law on insolvency of the Kingdom of Cambodia. 

 

In general, the liability of the shareholder is only limited to the price of that 

shareholder’s subscription, as stated in Article 147 of the Law on Commercial 

Enterprises: “The shareholder’s liability to the company is limited to the price of the 

shareholder’s subscription”. This precisely means that the shareholder’s 

responsibility is limited to the amount of capital he/she contributed to the company. 

 

According to Article 128 of LCE, the chairman’s role and responsibility mostly covers 

meeting coordination; “the chairman has the right to call directors’ meeting” and the 

chairman is empowered to propose the additional capital requirement to other three 

board members. According to Article 128(3) of LCE, “the adoption of the Board of 

Directors’ Resolution shall be decided based on the majority vote of the members or 

representatives that are presented in the meeting”. So the three directors shall have 

the rights to adopt the company winding up resolution during the meeting. 

 
According to Article 207 of the LCE, shareholders are authorized to request the 

director to call for a general shareholders’ meeting with the requested agenda. For 

this case it should be winding up the company. Three shareholders are the adequate 

number to create a shareholders’ resolutions to wind up the company. This is 

according to Article 207(2) of the LCE; “The request shall be made by the holders of 

not less than fifty-one (51) per cent of the issued shares of a company that carry the 

right to vote at the meeting.” According to Article 147 of the same law, shareholder 
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shall not be responsible beyond their shares; their responsibilities are just limited to 

the price of their subscription. 

 

Answer Q 2 

This legal problem relates to both the Decree Law No. 38 Law of 1988 (“Decree No. 

38). 

 

In order to prove that Mr. MC has entered into an unfair and misunderstood contract, 

Mr. MC has to prove that the contract is illegal, anti-social or anti-custom, or the 

contract is against social interests or principles of social morality, or that the contract 

has the consideration that is not achievable as stated in Article 5 of the law on 

Contracts and Other Liabilities. No element in the contract that can prove this. The 

contract is legal and does not contradict society or social morality or contradict social 

interests. The consideration of the contract is achievable, because the consideration 

was true at that time and there was no any element of misunderstanding or 

misrepresentation, fraud, duress, fraud or intoxication, which are the elements that 

make any contract voidable. Mr. MC is also not a minor. 

 

Article 12 of the Decree Law No. 38 allows Mr. MC to rescind the contract, after he 

signed the contract, if he sees that the consideration is not fair. But it has been over 

three months and Mr. MC has well understood the consideration. The economic 

factors in this case could not be used as a valid reason to revoke the contract. 

 

Article 1 of the Law on Contracts and Other Liabilities states that contracts are the 

law of the parties and so no contract can be amended or rescinded without the 

agreement of the contractual parties. Mr. MC can amend or rescind the contract only 

in case at the agreement by Mr. CM. 

 

As Mr. MC’s lawyer, I would advise him to appoint me as his mandatory 

representative to negotiate with Mr. CM, to whom I will present that the contract that 

was entered into between Mr. CM and MC was made in confusion and that it creates 

the unfair environment to my client. It other words we call this “unfair enrichment”. 

Should this first strategy is no successful, I will reach out to the court for the 

interpretation. 
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Answer Q 3 

This problem is related to Article 18 (new) of the Law on the Amendment to the Law 

on Investment of the Kingdom of Cambodia. In order to prove that my client has 

done his best to hire Cambodia employee, I have to prove and provide the following 

information: 

- show that my client has done his best to recruit Cambodian nationals to the 

high posts by making newspaper announcements or announcements through 

other media channels for some period of time, but has not been able to recruit 

Cambodian staff, due to the fact of the high technicality requirements of the 

job; 

- show the information and evidence that, by looking into the Cambodian 

education system, the training in this sector is not available; 

- Show the evidence that this is a job demanding extremely high responsibility, 

so that recruiting Cambodian nationals who do not understand the nature of 

the job would high affect the operation and reputation of the company; 

- The company’s way of operation is highly controlled by the parent company 

abroad, so for those who have not been trained and worked in the parent 

company, it could be problematic to the company’s operation in Cambodia; 

- Show the information that in order to immediately train the Cambodia staff, 

while the company is being newly established in Cambodia would take a lot of 

money and time while the company has not made any profit yet, the company 

has a plan to do so in the future. 

 

Answer Q 4 

a. By reviewing into the Award No. 13/04 of the Arbitration Council, a Specialized 

Worker refers to any worker trained to do one specific job. Under the Award No. 

13/04 of the Arbitration Council, workers like sewers and cloth cutters are defined as 

Specialized Workers. 

 

b. Since Labor Law (1997) did not clarify about non-specialized workers, non-

specialized worker should refer to those who work for general work in the firm and 

did not get any training for specific job yet. 
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c. Article 9 of the Labor Law (1997) states that “regular employees are those who 

regularly perform a job on a permanent basis.” In such employment contract, regular 

employees are defined when they are successful completion of the relevant period of 

probation and be confirmed by employer 

 

Answer Q 5 

a. The Law on the Issuance of Trading of Non-Government Securities does not 

provide the meaning of Disclosure Document; however, through the reading of the 

entire regulation, Disclosure Document could be referred to as a document revealing 

the financial health of the company which wishes to be listed on the Cambodia 

Securities Exchange (CSX). Disclosure Document contains the overall information, 

regarding the business activities of the company, the outstanding loans, existing 

business transactions, competition that the company might have to face, regulatory, 

environmental and political risks, and a number of other sensitive information of the 

company that the investors who wish to purchase the shares of the company can 

consider when deciding whether to purchase the shares from the company or not. 

 

b. Required information to be included into the Disclosure Document include 

company’s overview, business strategies and future plan, directors, senior officers 

and substantial shareholders, historical financial information, significant factors 

related to public issuance of equity securities, use of proceeds, risk factors, and 

dividend policy. 

 

Answer Q 6 

a. The Law on Commercial Rules and Register and its amendment states that the 

Annual Declaration of Commercial Enterprises shall mention latest changes made to 

the company, including name, registered addresses, directors and shareholders, and 

business objectives. However, through studies and experience, the Annual 

Declaration of Commercial Enterprises is a kind of legally required paper work that 

any company registered in Cambodia must file the Ministry of Commerce at the end 

of every year. The Annual Declaration of Commercial Enterprises is a declaratory 

paper that a company declares the latest update on company information, including 

the address, directors, shareholders, branch establishment (if any), company form 

and a number of other information. 
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b. The ADCE is significant for the government in order to govern the operation of 

the company, making sure the company is paying tax, that the company still exists at 

the same or different address, the shareholders or directors are changed or stay the 

same and the form of the company is changed or still the same. 

 

Answer Q 7 

This question concerns with the Law on the Organization and Activities of the Courts 

of State of Cambodia which is still effective in Cambodia. 

 

a. The three levels of court include provincial/municipal court, appeal court and 

the Supreme Court. Every province and city in Cambodia has one 

provincial/municipal court, which deal with every kinds of case. If any party is not 

satisfied with the verdict of the provincial/municipal court, he or she can file the case 

to the appeal court has higher hierarchy than the provincial/municipal court. The 

appeal court has jurisdiction on every kind of case and has jurisdiction all over the 

territory of the Kingdom of Cambodia. If any party is not satisfied with the verdict of 

the appeal court, he or she can file the case to the Supreme Court, which has the 

highest hierarchy. The appeals court has jurisdiction on every kind of case and has 

jurisdiction all over the territory of the Kingdom of Cambodia. 

 

b. The Constitutional Council is the supreme institution established by the 1993 

Constitution. It is empowered to guarantee the respect of the Constitution, and to 

interpret the Constitution and the laws adopted by the National Assembly and 

reviewed by the Senate. It has been effective since June 1998. The Constitutional 

Council is composed of one president and eight members. The President is elected 

by a college of 9 Councillors at the absolute majority. 

 

The constitutional council only deals with issues related to the constitution, 

examine and decide on litigation related to the elections of the Members of the 

National Assembly and the Senate, and the election. 

 

c. Military courts only deal with cases related to the Royal Armed Forces or 

property of the Royal Armed Forces, including criminal defamation, creating illegal 

arms, war crime and crime against humanity. 
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Answer Q 8 

a. Insolvency is the process whereby the life of a company is brought to an end. 

It is a formal and strictly regulated procedure through which the company’s 

tangible and intangible assets are realized and distributed to creditor(s), 

before they can be shared amongst the shareholder(s) and other members of 

the company. The procedures are government by the Law on Insolvency 

2007. The Insolvency Law governs the Private Limited Company, Partnership, 

Public Limited Company, natural person, legal person who owns assets in the 

Kingdom of Cambodia. Only court can claim that any business is insolvent. 

 

b. Any petition to open an insolvency procedure, must contain the name and 

address of the debtor, ground of the petition, description of the circumstance 

showing the existence of the ground or grounds for the petition, evidence on 

which the petition is based, including an attachment of any documents which 

could substantiate the petition and, in case of a petition by the creditor, a list 

of all known creditors of the debtor, indicating the names. 

 

Answer Q 9 

a. Ordinary resolutions are resolutions passed by a majority of the votes cast 

by the shareholders who voted on the resolutions. In order to pass such 

resolutions, the chair of the meeting has to prove that more than fifty 

percent of the meeting attendants agree to pass the resolutions. By way of 

definition, ordinary resolutions can be passed by hand-raising without 

being in writing. 

 

b. Special resolutions are resolutions passed by a majority of not less than 

two-thirds of the votes cast by the shareholders who voted on that 

resolution or signed by all the shareholders entitled to vote on the 

resolution. In order to pass such a resolution, the chair of the meeting has 

to prove that more than fifty percent of the meeting attendants agree to 

pass the resolution. 
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Answer Q 10 

a. In running a private limited company, a director is legally endowed with the 

powers to call for shareholder meeting, set salaries for the company’s 

officers, propose to amend the Articles of Incorporation, conclude a 

contract, decided to hire and fire officers, borrow money from the bank, 

give guarantees to the third parties, determine share prices, setting up 

committee to run the company’s business(es), issue share certificate, 

notes, bonds, debentures and other evidences of debt of the company, 

represent the company in the court and against any other third party, 

propose to shareholder on merger and acquisition, declare dividends, sell 

or issue the security of the company. 

 

b. The director is responsible for protecting the best interests of the 

company’s shareholder(s). Responsibilities of a director may be elucidated 

in the Articles of Incorporation, bylaw, as well as the directorship contract 

between that director and the shareholder(s). In case the responsibilities of 

a director are not clearly stated in the AOI, bylaw or the directorship 

contract, LCE sets forth a number of corporate governance obligations that 

a director must comply with. These obligations include the preparation and 

maintenance of corporate record, accounting and financial records, 

answer any question from the shareholder(s), and notify shareholder(s) 

about the meeting. 

 

 


