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SUPPLEMENTARY INSTRUCTIONS 
 
1. Calculations and answers should be rounded to the nearest US dollar or Khmer riel. Amounts of 0.5 and 

above are to be rounded up. 
2. All allocations should be made to the nearest month.  
3.  All workings should be shown, except for multiple-choice questions. 
4.  All computations for any item of income or expense that is tax-exempt, not taxable or does not require 

adjustment should be indicated with a ‘0’, as appropriate, so that marks can be given accordingly.  
 
TAX RATES AND REBATES 
 
The following tax rates and rebates are to be used in answering the questions:  
 
Value Added Tax (VAT) 
Standard rate: 10% 
Export: 0% 
Exempt supplies: Nil (input-taxed supplies) 
 
Corporate Income Tax (CIT) 
Standard rate: 20% 
Tax holiday: 0% 
 
Withholding Tax (WHT) 
Interest income from fixed-term deposits with a local bank: 6% 
Interest income from non-fixed-term deposits with a local bank: 4% 
 
Tax on Salary (ToS) 
 
Rebate for dependent children and non-working spouse: Riel 150,000 per dependent, per month.  
 
ToS rates for residents 
 

Monthly taxable salary (Riel): 
Cumulative tax (Riel) 
at top of band 

Rate 

   
0 – 1,200,000 0 0% 
1,200,001 – 2,000,000 60,000 5% 
2,000,001 – 8,500,000 160,000 10% 
8,500,001 – 12,500,000 585,000 15% 
12,500,001 and up 1,210,000 20% 

 
ToS rate for non-residents 
Flat rate: 20% 
 
Tax on Fringe Benefits (ToFB) 
Flat rate: 20% 
 
Public Lighting Tax (PLT) 
Rate: 3% 
 
Accommodation Tax 
Rate: 2% 
 
Specific Tax (SPT) on certain merchandise and services 
Rate: 3%, 10%, 30% or 35% depending on the product or service 
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ALL FIVE questions are compulsory and MUST be attempted  
 
Question 1 – Multiple choice (each question is worth 2 points) 
 
i. Based on the VAT regulations, which of the following statements is/are true: 

 
1. The taxable value of any supply shall be the price of the goods or services that the seller charges to 

customers. The taxable value excludes any charges for transportation and other items payable to the seller 
with respect to the supply. 

2. A value added tax invoice must be issued within 15 days after goods are delivered, services are rendered or 
the payment is made. 

3. Taxable supplies include the transportation of passengers by a wholly state-owned public transportation 
system.  

4. The taxable value of imported goods shall be the customs value, including insurance and freight plus any 
customs duties, except for specific tax on certain merchandise and services. 

 
A. 1 only 
B. 1, and 3 
C. 1 and 4 
D. None of the above 

 

ii. Which of the below are non-taxable supplies under the current VAT regulations? 

1. Insurance services 

2. Public postal services 

3. Services to collect or remove solid-liquid waste 

4. Electricity and clean water 
 

A. 1, 2, and 3 

B. 1, 2, and 4 

C. 2, 3 and 4 

D. 1, 2, 3 and 4 

 

iii. Based on Section 11 of the Prakas on VAT, a taxable person shall notify the tax department in writing of any 

change in information in terms of (1) the name or address of that person, (2) circumstances where the person 

no longer satisfies the registration conditions, or (3) the type of business activities or the type of taxable supplies 

being made, or in other information. 

The notification must be made within ………. days after the change has occurred. 
 

A. 10  

B. 15  

C. 20  

D. 30   

 

iv. Under Withholding Tax (WHT) regulations, which of the following statements are correct? 

 
1. Payment of a Cambodian source of income from a resident taxpayer to a non-resident taxpayer is subject to 

WHT at 14% 
2. Dividend distributed by a resident enterprise/taxpayer is considered as a Cambodian source of income 
3. Interest paid by a local Microfinance Institution in Cambodia to an overseas bank or savings institution is 

exempt from WHT.   
4. Royalty payments made by a resident taxpayer to another resident taxpayer/supplier (both under self-

declaration system) is exempt from WHT.  
 

A. 1, 2 and 3  
B. 1, 2 and 4 
C. 1 and 2 
D. 2 and 4 
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v. Protect Insurance Plc. is a general insurance company that was duly registered with relevant authorities, 

including the General Department of Taxation (GDT).  

 

Which of the following statement(s) is/are true regarding the Company’s tax obligations? 

 

1. The insurance premium the Company receives from its customers is considered as taxable supply that’s 

subject to 10% VAT. 

2. The monthly insurance premium the company receives from its customers is subject to Prepayment of 

Corporate Income Tax (PCIT) at 5%. 

3. The Company is subject to Corporate Income Tax at 20% on its income from its insurance activities.  

 

A. 1, 2 and 3 

B. 1 and 2  

C. 1 and 3  

D. 2 only 

 

vi. RE Co., Ltd. is a real estate company that has duly registered with the GDT and other relevant ministries. Its 

main business activity is to rent out office space. RE Co., Ltd. Has rented a building from Mr Dara and rents out 

the office space to its customers. RE Co., Ltd. declares and pays WHT to the GDT when the company receives a 

rental invoice from Mr Dara.  

GS Co., Ltd. is a trading company that has duly registered with GDT and other relevant ministries. GS Co., Ltd. 

rent the office space from RE Co., Ltd.  

 

RE Co., Ltd. issued an invoice dated 10 December 2018 with the rental charge of USD1,100 including VAT to 

GS Co., Ltd. How much WHT should GS Co., Ltd. withhold from the rental payment made to RE Co., Ltd.? 
 

A. 110 

B. 100 

C. 90.99 

D. None of the above 

 

vii. In November 2017, FL Co. Ltd. distributed dividend out of its retained earnings after 20% standard CIT of 

USD200,000 to its resident shareholder, JV Limited.  JV Limited recorded the dividend received as other 

revenue in its 2017 income statement. Which one of the following statements is true regarding the tax 

implications of the dividend income for JV Limited? 

 

A. The dividend income received is considered as JV Limited’s taxable income that is subject to 20% Corporate 

Income Tax (CIT) in the 2017 tax year.  

B. The dividend income received is exempt from CIT. 

C. 15% WHT is applied on the dividend paid and JV Limited can claim it as a tax credit to offset with its 2017 

CIT liability. 

D. None of the above. 

 

 

viii. Which of the following expense(s) is/are deductible expense for Corporate Income Tax purposes? 

 
1. Specific tax paid on the import of goods 
2. Any direct or indirect loss from the sale/exchange of property between related parties 
3. Additional tax, interest on late payments and fines incurred for violations of legal provisions 
4. Corporate Income Tax 

 
A. 1 
B. 1, 2 and 3  
C. 1, 2 and 4 
D. None of the above 
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ix. Based on section 9.5 of the Prakas on Tax on Profit, a tax loss can be carried forward and offset against future 

taxable profit, if it meets certain conditions.  

 

Which of the following statement(s) is/are not conditions for carrying tax losses under the Prakas: 

 
1. A taxpayer subject to tax assessment (ordinary tax reassessment) by the tax administration is not allowed 

to bring forward tax losses from the previous year for deduction. 
2. The loss must be recorded in the tax return and the return must be submitted to the tax administration by 

the deadline specified in the tax regulations.  
3. If for any reason the taxpayer has not brought forward a tax loss for deduction again the taxable profit of a 

tax year as allowed under the tax provisions, this tax loss can’t be brought forward for deduction against the 
taxable profit of any other subsequent years. 

 
A. 1 only 
B. 1 and 2 
C. 1 and 3 
D. 2 and 3 
 

x. Great Garment Cambodia (GGC) is a garment manufacturer duly registered with the relevant authorities in 

2012 as a 100% owned subsidiary of Great Garment International (GGI). In late December 2013, the GGI sold 

its 100% ownership in GGC to a new shareholder, Bright Investment Co. Ltd, for which the Ministry of 

Commerce approved the change on 31 December 2013, and GGC notified such approval for the change with the 

GDT on the same day.  

 

Below is the GGC’s profit and loss position. 

Year 

Taxable profit (before 
deducting tax loss) 

(USD) 

Tax loss   
(USD) 

2012 - 2,000,000 
2013 - 5,000,000 
2014 800,000 - 

2015 - 2,100,000 
2016 900,000 - 
2017 1,000,000 - 

 
GGC has total tax loss carried forward at the year end of 2017 of: 
 

A. USD 640,000 

B. USD 200,000 

C. USD600,000 

D. None of the above 

 

xi. According to MEF's Prakas No. 116 on the effective dates of the signed Double Tax Agreements (DTA), the 

effective date of the signed DTA between Cambodia and Singapore was on 1 January 2018. According to this 

DTA, which of the following statement(s) is/are correct?  

 

1. Payment of interest by a Cambodian resident to a Singaporean resident could be subject to WHT at a 

reduced rate of 10%.   

2. Payment of dividend by a Cambodian resident company to a Singaporean resident shareholder could be 

subject to WHT at a reduced rate of 10%.   

3. Customs duty is not covered under the DTA. 

4. Value Added Tax is covered under the DTA.  

Which of the above statement is correct? 

 
A. 1, 2, 3 and 4 

B. 1, 2 and 3 

C. 1 and 2 
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D. None of the above 

 

xii. Which of the following acts are considered obstruction of the implementation of the tax regulations? 

 
1. Failing to notify the tax administration of any change in registration. 

2. Attempting to obstruct the assessment and collection of taxes. 

3. Failing to maintain proper records of account and other documentation or failing to issue invoices for 

transactions.    

4. Late submission and payment of taxes. 

 
A. 1, 2 and 3  

B. 1, 2 and 4 

C. 1, 3 and 4 

D. 2, 3 and 4 

 

xiii. Which of the following transactions are subject to stamp tax? 

 

1. Putting immovable properties as shares in a company 

2. Transfer of a part of or all of a company’s shares 

3. Goods or service sales agreements in relation to the government’s budget 

4. Legal documents in relation to a company’s incorporation, deregistration and a merger 

 

A. 1, 2 and 3 

B. 1, 2 and 4 

C. 2, 3 and 4 

D. All of the above 

 

xiv. According to the Law on Taxation (articles 116 and 117), the tax administration can re-assess the tax of a tax 

period within the applicable period. Which of the following statements are correct:  

 
1. Tax can be reassessed within three years of the date the tax declaration was submitted. 
2. Tax can be reassessed within five years of the date the tax declaration was submitted. 
3. Tax can be reassessed within five years of the date the tax declaration was required to be submitted if there 

is evidence of an obstruction of the implementation of tax provisions. 
4. Tax can be reassessed within ten years of the date the tax declaration was required to be submitted if there 

is evidence of obstruction of the implementation of tax provisions. 
5. Tax can be reassessed at any time with the written consent of the taxpayer.  

 
 

A. 1 and 4 
B. 1, 3 and 5 
C. 2, 4 and 5 
D. 1, 4 and 5  

 
xv. Based on the tax regulations (Article 135 of the Law on Taxation), a Director or owner of an enterprise who 

commits an act of tax evasion shall be liable to: 

 
A. A fine from ten to fifteen million riels, but with no imprisonment. 
B. A fine from ten to twenty million riels. 
C. Either a fine from ten to twenty million riels or imprisonment from one year to five years or both. 
D. None of the above is correct. 
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Question 2 – Multiple choice (each question is worth 2 points) 
 
A. The MEF issued Prakas No. 1536 in December 2016 which classified taxpayers’ status into three categories – 

gold, silver, and bronze – depending on their level of tax compliance. The GDT has set up a committee to 
evaluate taxpayers every two years to determine whether they’ve satisfied the criteria set out in the Prakas. 
Subsequently, the MEF also issued another Circular No. 007 MEF in August 2017 to provide certain incentives 
for gold and silver taxpayers.  

 
i. Based on Circular No. 007 MEF above, a gold taxpayer is entitled to which of the incentives below? 

 
1. Receives a certificate of tax compliance which is valid for two years 
2. Is able to request a VAT refund below the threshold of Riel 500 million (approximately USD 125,000) 

without undergoing a VAT audit 
3. Is only subject to one comprehensive audit every two years 
4. Is exempt from limited tax audits and desk audits 

 
A. 1, 2 and 3  
B. 1, 2 and 4 
C. 1, 2, 3 and 4 
D. None of the above 

 
ii. Based on Circular No. 007 MEF above, a silver taxpayer is entitled to which of the incentive below? 

 
1. Receives a certificate of tax compliance which is valid for two years 
2. Is able to request a VAT refund below the threshold of Riel 200 million (approximately USD 50,000) without 

undergoing VAT audit 
3. Is only subject to one comprehensive audit in every two years 
4. Is exempt from limited tax audit and desk audit  

 
A. 1, 2 and 3  
B. 1, 2 and 4 
C. 1, 2, 3 and 4 
D. None of the above 

 
iii. Effective from 1 January 2017, the amended Article 24 of the Law on Taxation provides certain tax exemptions 

for all enterprises who have maintained ‘proper accounting records’. A list of criteria and procedures to 
determine improper accounting records were defined in Prakas No. 638 MEF, dated 4 July 2017.  
 
Which of the statements below are criteria that demonstrate improper accounting records? 

 
1. Enterprises which fail to issue invoices for business transactions as stated in Articles 77, 79 and 98 of the 

Law on Taxation (LoT) 
2. Enterprises which commit serious negligence as stated in Article 126 of the LoT 
3. Enterprises which commit tax evasion as stated in Article 127 of the LoT 
4. Enterprises which do not have an audit report from an independent auditor if their annual turnover is more 

than Riel 2,000 million (approximately USD 500,000) 
 

A. 1, 2, 3 and 4 
B. 1, 2 and 3 
C. 1, 2 and 4 
D. None of the above 

 
iv. Blue Finance Ltd., a registered micro finance institution, was declared as a gold taxpayer and also obtained a 

letter from the GDT on January 2018 confirming that the Bank has maintained proper accounting records (i.e. 
for the years ended 31 December 2017 and 2018). The bank is preparing its Corporate Income Tax (CIT) return 
for the year ended 31 December 2017. The data below is a result of the Bank’s draft calculation: 

 USD 
Annual turnover (excluding VAT) 5,000,000 
Taxable profit/(loss) 
(after making relevant adjustments based on tax regulations) 

225,000 
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Prepayment of Corporate Tax paid during the year 40,000 
 
Based on the information above, for the year ended 31 December 2017, Blue Commercial Bank is: 
 

1. subject to Minimum Tax (MT) of USD50,000 (MT is greater than CIT)  
2. subject to 20% CIT of USD45,000 (as MT is exempted)  
3. has additional tax payable of USD5,000 to be paid to the tax authorities  
4. has additional tax payable of USD10,000 to be paid to the tax authoritie  

 
Which of the above statement(s) is/are correct?  

 
A. 1 only 
B. 2 only 
C. 1 and 4 
D. 2 and 3 

 
v. In a separate matter, 0n 27 October 2017, the Ministry of Economy and Finance (MEF) issued Prakas No. 1129 

MEF-BrK on the WHT obligations of the Microfinance Institutions (MFIs) that obtain loan from overseas 
lenders.  
 

In January 2018, Blue Finance made an interest payment of USD500,000 to one of its main lenders in South 

Korea. Assuming that Blue Finance complied with the conditions under Prakas No.1129 above, how much WHT 

should Blue Finance remit to the tax authorities for the above interest expense? 

 

A.  USD 70,000 

B. USD 50,000 

C. Nil (Exempted) 

D. None of the above 
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B. BB Advisory Limited (BBA) is a registered tax agent providing tax and consulting services.  
 
On 1 January 2018, Jonh Mario flew from New York to Cambodia to be a short-term tax manager for BBA. He 
signed an employment contract with BBA to look after tax matters during the peak season (January to March 
2018) and would fly back to New York immediately after the end of his contract. 
 
Below is a summary of Jonh’s last remuneration for March 2018. The amounts were paid directly to his local 
bank account in Cambodia. 

Remuneration               USD 

Gross salary 5,500  

Remaining unpaid annual leave 800 

Bonus 3,000 

Air ticket reimbursement for flying back home 1,500  

 
i. According to Article 106 of the LoT, as authorised in writing by its clients (who are self-declaration taxpayers), 

BBA has the right to represent and act on the clients’ behalf for which of the following tax matters? 
 
1. Submit tax returns and pay relevant taxes 
2. Show reports and other correspondence 
3. Appeal against any tax issues 
4. Perform all obligations for which the taxpayers (i.e. the clients) are held responsible under the tax 

regulations. 
 
A. 1 only 
B. 1, 2 and 3 
C. 1, 2 and 4 
D. All of above 

 

ii. Based on the LoT and ToS Prakas, employees are allowed to claim rebates for their spouse and dependants. 

Which of the following provides an entitlement for a rebate?  

 
1. The employee’s dependent minor child who is currently five years old and hasn’t started school. 
2. The employee’s dependent minor child who is currently 15 years old and has quit school. 
3. The employee’s dependent minor child who is currently 20 years old and is in a state-owned high school. 
4. A husband who isn’t working. 
 
A. 1, 2 and 3  
B. 1, 3, and 4 
C. 1 and 3 only 
D. All of the above 

 

iii. Based on the Tax on Salary (ToS) Prakas, which of the following statements are false in relation to the new tax 
director’s remuneration above?  

 
1. John’s gross salary is subject to ToS at a progressive rate from 0% to 20%. 

2. John is a non-resident employee and subject to a flat rate of 20% ToS. 

3. The remaining unpaid annual leave is not subject to ToS/ToFB in Cambodia. 

4. The air ticket reimbursement is subject ToS at 20%. 

A. 1, 3 and 4 
B. 2, 3 and 4 
C. 1 and 4 
D. 2, and 4 
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iv. Based on the information provided above, please calculate John’s ToS payable for March 2018. Assume the 

exchange rate is USD1 = Riel4,000. 

 
A. Riel 7,440,000 
B. Riel 5,560,000 
C. Riel 6,800,000 
D. Riel 5,590,000 
 

v. Based on the information provided above, please calculate John’s ToFB payable for March 2018. Assume the 

exchange rate is USD1 = Riel4,000. 

 
A. Riel Nil 
B. Riel 1,200,000 
C. Riel 1,840,000 
D. None of the above 
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C.  
 

Comfort Life (Cambodia) Co., Ltd. (CLC) is a company trading furniture that was duly registered with the relevant 

authorities in March 2016. CLC purchases its inventory from two main sources 1) from overseas suppliers and 2) a 

local manufacturer, Home (Cambodia) Co., Ltd (Home). Besides the furniture, CLC also purchases goods and 

services from local VAT registered companies.  

 

In September 2017, CLC had the following transactions: 

 
 Cost of imported furniture – USD60,500, inclusive of import duties and taxes. 

 Cost of furniture purchased from Home – USD50,000 exclusive of VAT. 

 Transportation fees of USD1,000 paid to individuals.  

 Customs duty – USD7,500 

 Rental expenses – USD3,630 inclusive of VAT. 

 Hotel fees for guesses – USD1,650 inclusive of VAT 

 Post-paid mobile phone services – USD1,100 inclusive of VAT 

 Car insurance paid to a real-regime insurance company – USD2,200, inclusive of applicable taxes.  

 Supply of furniture to Thailand of USD180,000, inclusive of VAT. 

 Total sales revenues – USD334,000, including the above overseas sale and any applicable VAT.  

 Interest income from fixed deposit from local bank – USD2,000. 

Note: 

 
 All sales are local sale of furniture, except for the supplies to Thailand.  

 All purchases are supported with applicable proper VAT invoices.  

 
i. Based on article 77 of the Law on Taxation, a proper VAT invoice must contain, among other things, the 

following:     
 

1. name and tax registered number of the seller; 
2. issue date of the invoice, 
3. name of the purchaser or purchaser’s employee or agent; 
4. quantity, description and selling price of the goods or services; 

 
Which of the following statement(s) is/are correct? 
 
A. 1, 2 and 3 
B. 1, 2 and 4 
C. 1, 3 and 4 
D. 1, 2, 3 and 4 

 
ii. According to Article 54.1.b of the VAT Prakas, the supply of goods exported from Cambodia and the supply of 

services rendered outside Cambodia is subject to 0% VAT. The scope of this provision also includes: 
 

1. supplies of goods to an address outside Cambodia as evidenced by acceptable supporting documents to 
prove to the tax authorities 

2. supplies of services for use or consumption outside Cambodia as evidenced by acceptable supporting 
documents to prove to the tax authorities 

3. supplies of international transport of passengers and goods 
4. supplies of services in connection with the international transport of passengers and goods. 

 
 

Which of the following statement(s) is/are correct? 
 
A. 1, 2 and 3 
B. 1, 2 and 4 
C. 1, 3 and 4 
D. 1, 2, 3 and 4 
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iii. Which of the following expenses are considered non-creditable purchases for VAT purposes?  
 
 

1. Payment for meal (for guests) at restaurant  
2. Payment for mobile phone services 
3. Purchase of car (4 seats) 
4. VAT paid on imports on goods 

 
A. 1, 2 and 3 
B. 1, 2 and 4 
C. 1, 3 and 4 
D. None of the above 

 
 

iv. In  September 2017, CLC has total VAT input on creditable purchases/import during the month of:  
 

A. USD10,930 
B. USD11,080 
C. USD10,830 
D. None of the above 

 
v. In  September 2017, CLC has total VAT output on its taxable supply during the month of:  

 
A. USD14,000 
B. USD32,000 
C. USD33,400 
D. None of the above 
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Question 3 

 
Great Construction Supplies Co., Ltd (GCS) was registered in Cambodia with the relevant government authorities, 
including the GDT, on 1 January 2017. Its main business activity is selling construction equipment and materials. 
GCS is wholly owned by International Great Construction Supplies Co., Ltd (IGCS), which is based in Korea. 
 
Below is the financial statements for the year ended 31 December 2017. 
 

Income statement USD 

Sales revenue          10,000,000  

Unrealised exchange gain                  10,000  

Other income                  15,000  

Total revenues      10,025,000  

Cost of goods sold            6,540,000  

Depreciation and amortisation                 142,950  

Fixed assets written off                  20,000  

Repair and maintenance                  55,000  

Salary and benefits                297,000  

Marketing expenses                250,000  

Travel expenses and gasoline                500,250  

Business meals                  20,000  

Printing and stationery                  10,000  

Security fees                110,000  

Utilities                120,000  

Donation and contribution                  50,000  

Cleaning expenses                20,000  

Patent Tax                     1,250  

Permit and license fees                  34,000  

Insurance expense - staff                   76,120  

Insurance expense - property                341,500  

Other expenses                    8,250  

Interest expense                 114,000  

Annual corporate income tax               200,000  

Total expenses         8,910,320  

Profit           1,114,680  

    

Balance sheet USD 

Assets   

Buildings                720,000  

Office equipment and furniture                252,000  

Computers and software                 157,500  

Cars and vans               300,000  

Accumulated depreciation              (142,950) 

Stock of imported products                400,000  

Provision for obsolete stock                (40,000) 

Cash             3,072,030  

Account receivables                  75,000  

Prepaid taxes                150,000  

Total assets         4,943,580  

Capital            2,000,000  

Current year’s profit              1,114,680  

Loan from bank            1,000,000  

Account payables                318,900  

Customers' deposits                150,000  
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Accrued employee bonus                  65,000  

Amounts due to parent company                145,000  

Tax payable                150,000  

Total liability and equity         4,943,580  

 

Notes: 

 
1. GCS received and issued invoices dated 31 December 2017 for the advance payments of USD 150,000 (i.e. 

excluding VAT) from various distributors for their goods orders, which were delivered to them in early January 

2018. GCS has recorded the amount in the balance sheet in the account ‘customers’ deposits’. 

 

2. In December 2017, one of the company vans was seriously damaged in an accident. So ,GCS decided to write-

off the net book value of the van and record it as an expense of USD20,000 in the account ‘fixed asset written 

off’ in the income statement. Since the van was insured, GCS received insurance compensation of USD15,000 

from the insurance company on 25 December 2017. This amount was recorded in ‘other income’ in the income 

statement. 

 

3. The ‘business meals’ account represents the staff annual party, on which no Tax on Fringe Benefit was paid, and 

meals with customers and sub-contractors. 

 

4. The ‘donation and contribution’ account represents a contribution to the Cambodian Red Cross of USD35,000 

and the remaining balance was a contribution to poor people in the rural area. 

 

5. The account ‘permit and license fees’ represents road tax expenses and an import permit of USD26,000. The 

remaining balance is the amount of penalty and interest on the late payment of taxes, which GCS paid to the tax 

authorities in October 2017. 

 

6. To help with the cash flow issues, GCS entered into a loan agreement on 1 January 2017 with one commercial 

bank in Korea, a third party, for a USD1,000,000 loan with an interest rate of 2.5% per quarter. Two weeks after 

the signature date, GCS submitted a notification letter to the tax authorities about its loan transaction. Based 

on the loan agreement, interest must be paid annually by 31 December. The interest expenses recorded in the 

income statement include 14% WHT, which GCS bore on behalf of the Korean Bank. 

 

7. As at 31 December 2017, GCS booked provision for obsolete stock of USD40,000. The movement of this 
provision account is recorded in the ‘cost of goods sold’ in the income statement.  
 

8. The account ‘Prepaid taxes’ includes the Prepayment of Corporate Income Tax paid during the year of 

USD100,000. The remaining balance is the tax credit on Additional Tax on Dividend Distribution (ATDD), on 

the payment of dividend (out of the current year profit before corporate income tax), that the company paid to 

the tax authorities in October 2017. 

 

9. All accrued employee bonus was paid by mid-February 2018.  

 

10. As of 31 December 2017, GCS has an outstanding balance payable to its parent company for marketing service 

fees during 2017, which is recorded in the account ‘amounts due to parent company’. Fifty percent of the amount 

would be paid by April 2018 and the rest of the outstanding balance would be paid by August 2018. 

 

11. Below are the fixed assets details. All assets were put into use in 2017. 

 

Assets 

 

Historical cost 

(USD) 

Building 720,000 (*) 

Office equipment and furniture 252,000 

Computers and software 157,500 



 Page 14 of 16 

 

Cars and vans 300,000 

 

(*) This includes WHT of USD5,000 that GSC bore on behalf of its contractor and capitalised it in building costs. 

  

Other information: 

 

a) Assume the market loan interest rate for 2017 published by the GDT is 8.5% p.a. 

b) All expenses and income exclude VAT and other applicable taxes, unless otherwise indicated. 

c) On 31 December 2017, GCS received a gold taxpayer certificate and confirmation that it had maintained 

proper accounting records for the year 2017 from the GDT. 

 

Required: 

 
1. Explain the corporate income tax (CIT) treatments of the ‘customers’ deposit’  GCS received in 

2017 by stating the appropriate regulations to support your answer. (2 points) 
 

2. Calculate GCS’s CIT liability for the year ended 2017 based on the information provided above 
(18 points). 

(Total 20 points) 
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Question 4  
 
Happy Finance Plc (the Bank) is a commercial bank incorporated in Cambodia since 2010. The Bank was owned by 
two shareholders:  
 

(1) Bright Finance Singapore (a resident company of Singapore) – Owned 80% shares 
(2) Star Investment Limited (a Cambodian resident company) – Owned 20% shares 

In 2012, the National Bank of Cambodia (NBC) required all bank to increase its minimum registered capital. To 
comply with this requirement, the Bank converted its retained earning of USD1,000,000 into registered capital. The 
conversion and increment of capital was properly registered with the NBC and Ministry of Commerce as well as 
notified to tax authorities in July 2012.  
 
In February 2018, the Bank distributed dividend (out of retained earning after 20% Corporate Income Tax) of 
USD5,000,000 to both shareholders. Each shareholder received the dividend based on their respective parentage of 
shareholding.   
 
In March 2018, both existing shareholders decided to sell all their shares in the Bank to a new investor, Smile 
Investment Limited (a Cambodian resident company).   
 
Required: 
 
i. Briefly explain the WHT implications on the above converted retained earnings (i.e. at the time it’s converted 

and the time of changing new shareholder) by stating the appropriate regulations to support your answer. 

(3 points) 

 

ii. Calculate WHT liability on the dividend distribution in February 2018 in two scenarios below:  

 

a. No tax benefits under Cambodia-Singapore DTA is applied (i.e. solely based on current local law).  

(5 points) 

 

b. Assuming the applicable tax benefits (i.e. reduced WHT rate) under Cambodia-Singapore DTA is applied 

(2 points) 

 

 

 
 

(Total 10 points) 
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Question 5 
 
Jingle Bell Group (JBG) is a Thai tax-resident company, who is well-known for its luxurious business activities as a 
five-star hotel. Up to mid-2018, JBG has been operating in various countries in Indo-China, including Thailand, 
Vietnam, and Laos. In the third quarter of 2018, JBG intends to expand its business operations through the whole 
Indo-China and wishes to incorporate a subsidiary in Cambodia in early 2019. 
 
Khun Pakorn will be assigned to be the new Chief Executive Officer of the newly set-up hotel in Cambodia. According 
to his speech, the new hotel in Cambodia will be built on a twenty thousand meter square land which consists of a 
luxurious five-star hotel, club/bar, restaurant, massage and gym. As he is new to Cambodian tax environment, he 
wishes to explore more about tax regulations. 
 
Required: 
 
i. For financing purpose, JBG would potentially finance the new investment project via third party loan. Khun 

Pakorn is unsure of the limitation of interest deduction rules and other requirements to be fulfilled about the 
third party loan. Please advise him from the current Cambodian tax regulations. (4 points) 

 
ii. Khun Pakorn also wishes to explore the relevant tax implications on any dividend distributed by the investment 

project in Cambodia to JBG in Thailand. Assuming the investment project is granted a QIP status, please briefly 
explain based on the current Cambodian tax regulations:  
 

a. The Additional Tax on Dividend Distribution (ATDD) implications. (3 points) 
b. The order (priority) of dividend distributions (3 points) 

 
 
 

(Total 10 points) 
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Answer 1: 
 
i. D 
ii. D 
iii. B 
iv. C 
v. D 
vi. D 
vii. B 
viii. A 
ix. A 
x. B 

(Note that the tax losses for 2012 and 2013 are forfeited due to the change of ownership in 2013. Hence, only tax loss 
in 2015 could be utilised against the taxable profits in 2016 and 2017.) 
 
xi. B 

xii. A 

xiii. D 

xiv. D 

xv. C 
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Answer 2: 
 
Part A: 
 
i. C 

ii. A 

iii. A 

iv. D 

v. B 

 

Part B 

 

i. D 

ii. B 

iii. A 

iv. A 

ToS USD Riel 

Gross salary 5,500  

Remaining unpaid annual leave 800  

Bonus 3,000  

Total ToS base 9,300 37,200,000 

ToS @ [(A) * 20%]  7,440,000 
 

* According to Article 42 of the LoT and Section 1.3.1 of the ToS Prakas, the term ‘resident’ refers to a physical person 

who has residence or principal place of abode in Cambodia, or who is present in Cambodia for more than 182 days 

in any period of 12 months ending in the current tax year. For tax purpose, John is a non-resident employee since 

his length of stay in Cambodia is less than 182 days.  

 

v. B ( 20% x air ticket reimbursement)  
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Part C 

 

i. D 

ii. D 

iii. A 

iv. C 

v. A 

 

Description 

Amount (USD) 

Input VAT 
(USD) 

Output 
VAT 

(USD) Inclusive 

of VAT 

Exclusive 

of VAT 

Purchases     

Cost of imported furniture 60,500                
50,000  

 

 5,500                 
4,545  

 

 

Cost of locally-purchased furniture  50,000 5,000  

Transportation fees paid to individuals 
 

                   
1,000  

 

1,000 -  

Custom duty  7,500 -  

Rental expenses 
 

3,630  330  

Hotel fees for guesses 1,650  -  

Post-paid mobile phone services 1,100                     
1,100  

 

 -  

Car insurance  2,200 -  

Sales/income     

Supply to Thailand  
 

180,000             
180,000  

 

  - 

Local sale [334,000-180,000] 
company   

154,000   14,000 

Interest income from fixed deposit  2,000  - 

Total 10,830 14,000 
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Answer 3 

1. Explain the corporate income tax treatments on the ‘customers deposit’  GCS received in 2017 
 
Under the Tax on Profit (ToP) Prakas (Section 4.1), income must be recorded at the time of supply. This is when 
the supplier must issue an invoice or when the supplier issues an invoice, whichever happens first. According to 
Article 48 of the VAT Sub-decree, a company is required to issue an invoice within seven days after the goods are 
shipped or services are rendered or after the payment if the payment occurs before the goods are shipped or the 
services are rendered. 
 
GCS received the clients’ deposit (advance payment) from customers and issued invoices on 31 December 2017. 
Hence, the deposit amount (exclusive of VAT) received from customers is considered as assessable income for 
corporate income calculation in 2017.  

2. CIT calculation for the year ended 31 December 2017  

  Note   USD     USD   

        

Accounting profit after tax             1,114,680    

Add: Income tax expenses             200,000    

        

Accounting profit before tax           1,314,680  

        

Add back:        

Accounting depreciation              142,950    

Loss on fixed assets written off               20,000    

Entertainment expenses               20,000    

Donation                15,000    

Penalty and interest on late payment of taxes                  8,000    

WHT on interest borne by GCS [114,000/1.14*14%]                14,000    

Accrued employee bonus                         -      

Amount due to related party unpaid within 180 days [50% * 145,000]                72,500    

Disallowed portion of interest expenses on loan W3                       -      

Customers' deposit Q1            150,000    

Provision for obsolete stock              40,000    

Subtotal             482,450  

        

Less:       

Tax depreciation W1         (252,500)   

Insurance compensation                         -      

Unrealised exchange gain              (10,000)   

Subtotal           (262,500) 

        

Net profit before charitable contribution adjustment          1,534,630  

        

Add: Non-deductible charitable contribution expenses W2                         -    

        

Net profit before interest adjustment          1,534,630  

        

Add: Non-deductible interest expense W3                          -    

        

Taxable profit during the period           1,534,630  

        

CIT @ 20%             306,926  

        

Minimum (exempted for keeping proper accounting records)                           -    
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Less: Tax credit on Additional Tax on Dividend Distribution             (50,000)   

Less: Prepayment of CIT credit          (100,000)   

            (150,000) 

        

CIT payable              156,926  

 

 

W1 - Tax Depreciation Schedule    

     

Assets Historical Cost Class 
Depreciation 

Rate 

Depreciation 

in the period 

Building *                           715,000  1 5%                35,750  

Office equipment and furniture                          252,000  3 25%                63,000  

Computers and software                           157,500  2 50%                78,750  

Cars and vans                          300,000  3 25%                75,000  

Total                 252,500  

     

* WHT of USD5,000 is excluded from the cost of building as it's non-deductible expense.   
  

W2-   Charitable contribution calculation   

 
 

USD  

  Net profit before charitable contribution adjustment            1,534,630   

 Add:   Charitable contribution                 35,000  * To red-cross 

  Adjusted profit for calculated maximum deductible contribution            1,569,630   

  Maximum deductible charitable contribution @ 5%               78,482   

  Deductible contribution during period                 35,000   

  Charitable contribution to be added back                          -     
  

W3: Maximum interest deduction    

      

Deductible interest calculation     

    USD 

Market interest rate issued by GDT   8.5% 

Deductible rate @120%   10% 

Loan interest rate   10% 

Exceeding rate   - 

      

Deductible interest expenses on third-party loan [114,000 / 1.14] (a)            100,000  

Disallowed portion of interest on the loan     -  

      

Maximum interest deduction calculation     

   USD   USD  

      

 Interest income                         -    

      

 Net non-interest income:     



Page 6 of 10 
  

 Adjusted profit before interest          1,534,630    

 Add: Interest expense during the year (a)          100,000    

 Less: Interest income                       -      

Net non-interest income     1,634,630    

 50% of Net non-interest income               817,315  

      

Maximum interest expense allowable for deduction for the year             817,315  

      

Current year interest expenses           100,000  

      

Hence, all interest incurred is fully deductible in 2017   
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Answer 4: 
 
i. WHT implications on the converted retained earnings 
 
At the time it’s converted  
 
Based on Prakas No. 518 (Article 6) issued by the Ministry of Economy on Finance on 5 May 2017, the conversion 
of retained earnings, in part or in full, into registered capital of enterprise isn’t considered as dividend distribution 
and it’s not subject to withholding tax. Enterprises making the conversion are required to have a resolution of their 
Board of Directors and the revised capital must be recognised by the competent authorities. 
 
In light of the above, Happy Finance Plc doesn’t have any WHT obligations at the time it converted its retained 
earning into registered capital, as it has properly registered the increased capital (from the converted retained 
earnings) with the NBC and Ministry of Commerce as well as notified to tax authorities.  
 
At the time of changing new shareholder 
 
Based on the Prakas above, if an enterprise sells its shares or distributes its capital during the on-going business 
operations or during liquidation or dissolution of the enterprise, the capital portion that is converted from the 
retained earnings is subject to withholding tax. 
 
Based on WHT regulations, dividend distribution to non-resident shareholder is subject to 14% WHT, while the 
WHT is exempted on dividend payment to resident shareholder.  
 
Hence, at the time the shareholders sell the shares to Smile Investment Limited (in February 2018), the retained 
earning that were converted to registered capital are subject to WHT as follows:  
 

- 14% WHT is applied on the portion of converted retained earning that’s belong to the non-resident 
shareholder, Bright Finance Singapore. 
 

- WHT is exempted on the portion of converted retained earning that’s belong to the resident shareholder 
(i.e. Star Investment Cambodia). 

 
ii. Calculate WHT liability on dividend distribution in February 2018:  

 
 

Details of dividend payment WHT liability 

Shareholders % of 

share 

Dividend 

distribution 

a. no DTA benefit is 
applied 

 

DTA benefit applied 

Bright Finance 

Singapore 
80% 

                     

4,000,000.00  

 

560,000  

[4M x 14%] 

400,000 

[4M x 10% reduced rate 

under DTA] 

Star Investment 

Limited  
20% 

                        

1,000,000.00  

 

                                                - 

[WHT is exempted]    

 

                                                      

-  

[WHT is exempted]    

   

 

Total  5,000,000 560,000 400,000 
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Answer 5: 
 
i.  

Limitation of interest deduction rule 

To be deductible for annual CIT purposes, the interest expenses must be charged at the allowed interest rate 
and subject to the limitation calculation below: 
 

- Allowed interest rate: For such third party loan, the maximum interest rate that is allowed for tax 
deduction is 120% of the market interest rate. The market interest is determined and issued annually by 
the GDT. Any interest rate exceeding the GDT’s market rate is a permanent non-deductible expense.  
 

- Interest limitation calculation (maximum interest deduction rules): After applying the above 
interest rate, the deductible interest expenses will be subject to maximum interest deduction rules as 
follows: 

 

 Interest expenses are deductible up to a maximum of the total interest income plus 50% of 
the net-non interest income (i.e. net income excluding interest expense and income). 

 The amount exceeding the maximum is allowed for carrying forward indefinitely for 
claiming deduction in the following year. 

 
ii.  

 
a. Additional tax on profit on dividend distribution (ATDD) 

 

According to Article 23 (New) of the Law on Taxation (amended under 2017 Law on Financial Management), 

ATDD is imposed on any dividend payment. It’s determined by the difference between CIT liability to be paid 

according to the CIT rate per Article 20 (new) of the Law on Taxation (LoT) and actual CIT paid during the 

period. It’s summarised as follows:  

 

If the dividend is already subject to CIT rate: ATDD rate: 

0% 20% or 30% (depending on the taxpayer’s 

CIT standard rates per article 20 (new) of the 

LoT).  

 

For JBG’s case, its standard CIT (after tax 

holiday ended) is 20%.  

20% Nil 

30%  Nil 
 
A company is required to submit an ATDD return and pay the tax to the GDT by the 20th of the month after the 
distribution is paid.  

 
b. Order of dividend distributions 

Article 23(5) (Old) of the LoT stipulates that any distribution of retained earnings or all annual profit after tax 
is deemed to have been made in the following order: 

 
1. From retained earnings, subject to the normal CIT rate of 20% or 30% 
2. From retained earnings, subject to CIT at 0% during tax exemption periods 

However, based on the amended Article 23 (new) per the 2017 Law on Financial Management, which is effective 
from 1 January 2017, the distribution order under the old article above are removed. 
 
Hence, under the current effective tax regulations, there’s no specific order of dividend distribution provided. 
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