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Time allowed 
 
Reading and planning: 15 minutes 
Writing:   3 hours 
 
All TEN questions are compulsory and MUST be attempted. 
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Cambodian Business Law 
 
ALL TEN (10) questions are compulsory and MUST be attempted 

 

1 (a) The Supreme Court 
 

The Supreme Court is the highest level of court in Cambodia. Its jurisdiction covers the whole territory of 
Cambodia.  It is located in Phnom Penh. The Supreme Court hears only matters of law for cases appealed from 
the Appellate Court. Upon a second appeal from the Appellate Court, where the Appellate Court does not follow 
the judgment of the Supreme Court, the Supreme Court may render a final judgment on both matters of fact 
and law. An appealed case is heard by a bench of five (5) or nine (9) judges. 

  
 (b) The Appellate Court 

  The Appellate Court is the second highest level of court in Cambodia. Its jurisdiction covers the whole territory  
  of Cambodia. It is located in Phnom Penh. The Appellate Court hears all cases appealed from any court of first  
  instance. The Appellate Court reviews both matters of fact and law, rendering a new judgment which may  

uphold, modify or nullify the lower court’s judgment. In the Appellate Court, a bench of three (3) judges reviews 
an appealed case.   

 
 (c) The Provincial/Municipal Court s      

The Provincial/Municipal Courts are the courts of first instance. Each such court’s jurisdiction covers a particular 
geographical area where the court is located.  Nearly all legal matters are heard at the Provincial/Municipal 
Courts and each case is heard by a judge. As of present, there are no specialty courts established in the 
Provincial/Municipal Courts. As a result, the Provincial/Municipal Courts hear all cases including criminal, civil, 
commercial and labor cases, except cases involving certain military offenses and personnel.  .  

 
2. (a) Legal personality of a company 
  A company is formed when it is duly registered with the Ministry of Commerce (“MOC”) and acquires capacity, 

rights and privileges as a natural person on the date indicated on the Certificate of Incorporation of the 
company issued by the MOC. The legal personality includes rights and capacity to conduct business in the 
Kingdom of Cambodia. Nevertheless, a company is required to obtain prior approval or license from the 
competent relevant authority, after registration with the MOC, if it intends to engage in certain activities 
including, but not limited to, mining, construction, health, tourism, and telecommunications. Further, a 
company cannot carry out any business activities or exercise any rights prohibited by or contrary to its articles of 
incorporation. A company is considered to be of Cambodian nationality only if: 1) a place of business or 
registered address is located in Cambodia; and 2) more than fifty one (51) percent of shares with voting rights 
are owned by a natural or legal person who has Cambodian nationality.  A company can be a party to legal 
action. 

  
 (b) Legal liabilities of a company 
  Legal liabilities of a company are any debts or obligations acquired by a company during the course of business 

operations. A shareholder is not held personally responsible for debts and obligations of a company beyond the 
capital he/she contributed to the company. Legal liabilities of a company can include obligations to pay 
compensation to directors, employees and any other third parties such as creditors, as well as tax obligations.  
Further, a company can incur obligations to perform according to contracts and must comply with applicable 
laws, such as the Labor Law, the Law on Commercial Enterprises, Tax Law, etc.   
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3.  (a) Pursuant to the Law on Commercial Enterprises, the three (3) forms of companies are as follows: 

  (1) private limited company; 

  (2) single member private limited company; and 

  (3) public limited company. 

 (b) (1) Private limited company 

  A private limited company is a company formed by two (2) or more natural persons or legal persons who agree 
to conduct commercial activities. A private limited company may not have more than thirty (30) shareholders. 
The term “Private Limited Company” or an appropriate abbreviation must be placed after or below the name of 
the private limited company. A private limited company is formed from the date of registration with the Ministry 
of Commerce. The shareholders must maintain articles of incorporation of the company and file the same with 
the Ministry of Commerce, which expressly contains conditions related to name, address, registered shares, 
shareholding and board of directors of the company among other things. The liability of shareholders with 
regard to the company’s obligations is limited to the capital each of them contributed to the company. A 
company must be under the management and control of a Board of Directors consisting of one (1) or more 
directors elected from among the shareholders or other third parties as authorized by the shareholders. A 
company may not offer its shares or other securities to the general public, but may offer them to shareholders, 
family members and managers. Under the Law on Commercial Enterprises, The transfer of shares to a third 
party requires approval from the other shareholders on the basis of majority vote.  

  (2) Single member private limited company 

  When a private limited company is formed by only one shareholder it is called a single member private limited 
company. Such company can also be formed by dissolution of a private limited company when all shares are 
acquired by one (1) shareholder. Given that a single member private limited company is a particular form of a 
private limited company, all corporate requirements applicable to a private limited company are equally applied 
to a single member private limited company, except those related to the relationship between shareholders. 
The liability of the single shareholder with regard to the company’s obligations is limited to the capital said 
shareholder contributed to the company.  A single shareholder of a company may have a position as a director 
in the company and other third parties can be appointed to act as directors of the company. 

  (3) Public limited company  

  A public limited company is a form of limited company authorized by the Law on Commercial Enterprises to 
issue securities to the public in accordance with other applicable law. A public limited company may be formed 
by one or more natural persons or legal persons who agree to conduct commercial activities. A public limited 
company may have more than thirty (30) shareholders and each shareholder shall be liable for the obligations 
and debts of the public limited company to the amount of his/her capital contribution in the company. A public 
limited company must be under the management and control of a Board of Directors consisting of at least five 
(5) directors and not more than fifteen (15) directors elected from among the shareholders or other third 
parties.  The term “Public Limited Company” or an appropriate abbreviation must be placed after or below the 
name of the public limited company.   

4. (a) Dividends are distributions of profits made by a company to its shareholders. The board of directors of a 
company may declare dividends out of the company’s surplus or net profits in accordance with the articles of 
incorporation of the company. Dividends can be distributed to each shareholder in a form of shares, money or 
property. 
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 (b) A company or the board of directors cannot declare dividends under the following conditions: 

  (1) the company is, or after the dividend payment would be, unable to pay its debts or liabilities as they 
become due; or 

  (2) the realizable value of the company’s assets would be less than the aggregate of its liabilities and stated 
capital of all classes of shares.  

5. (a) Each share of a company must be in a registered form. A company may have more than one (1) class of shares. If 
the articles of incorporation do not specify the class of shares, the company must have only one (1) class of 
shares and shareholders of such shares must have equal rights including voting rights, right to receive dividends 
and right to receive remaining property of the company in case of dissolution. Further, a share must have a par 
value and a company cannot issue any share at a price, less than the par value. If the articles of incorporation fail 
to state the number of shares and the prices attached thereto, a company must issue and register a minimum of 
one thousand (1,000) shares with a par value of not less than four thousand (4,000) riels per share. A share shall 
not be issued until the full payment for such share is made in money, in kind or in past services. Payment in kind 
may include trademarks, copyrights, patents and the right to use intangible property or trademark license.  

 (b) A share certificate is a document certifying ownership of shares. A share certificate must be issued to each 
shareholder. The name of the company, the name of a shareholder to whom the shares are issued to, the 
number and class of shares and the designation of any series that the share certificate represents must be 
clearly stated on the share certificate.  

6. (a) Under the Labor Law, an employer is any natural or legal, private or public person who forms an enterprise 
which employs one (1) or more employee, even if only on an intermittent basis.   

  An employee is defined as a person of any sex and nationality who enters into an employment contract in return 
for remuneration, under the direction and management of another person, whether that person is a natural 
person or legal entity, public or private. In determining the characteristics of an employee, jurisdictional status 
of the employer or that of an employee as well as the amount of remuneration received by an employee may 
not be taken into account.  

 (b) Pursuant to the Labor Law, the following persons are not under the jurisdiction of the Labor Law:  

  (1)  judges; 

  (2)  civil servants holding permanent post in public services; 

  (3) police, army, or military officers who are governed by a separate statute;  

  (4) personnel serving in the air and maritime transportation, who are governed by a separate statute, with 
an exception of provisions regarding freedom of union; and 

  (5) domestic or household workers, unless otherwise expressly specified in the Labor Law, with an 
exception of provisions regarding freedom of union.  

7. (a) The Arbitration Council (“AC”) is a statutory dispute resolution body established pursuant to the Labor Law. The 
AC resolves only collective labor disputes by way of arbitration. Arbitration by the AC is compulsory which 
means a collective labor dispute must be resolved by the AC before it may be referred to court. Under the AC’s 
procedures, a dispute is arbitrated by an arbitral panel selected by the parties to the dispute from a list of 
arbitrators appointed by the Minister of the Ministry in charge of labor for a one (1) year term. Each AC arbitral 
panel is composed of three (3) arbitrators with one (1) arbitrator each selected by each disputing party and with 
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those two (2) arbitrators then selecting the third arbitrator. A decision of the arbitral panel is called an arbitral 
award which can be reached by the majority of the panel’s members. An arbitral member disagreeing with an 
arbitral award may issue a dissenting opinion which must be attached to the arbitral award. Prior to, or during, 
arbitration, upon the parties’ agreement, the arbitral panel may settle the dispute through conciliation.  

 (b) The National Arbitration Center (“NAC”) is a statutory dispute resolution body created in accordance with the 
Commercial Arbitration Law. The NAC will resolve only commercial disputes by way of arbitration. Commercial 
disputes can only be referred to the NAC based on the disputing parties’ agreement to have their dispute 
resolved by commercial arbitration. A dispute is arbitrated by an arbitral panel selected by the parties to the 
dispute and composition of the arbitral panel is determined by the parties’ agreement in accordance with the 
NAC arbitration rules. Commercial arbitrators are not appointed by any governmental entity and disputing 
parties are free to select an arbitrator(s) from outside the list of member arbitrators of the NAC, so long as the 
NAC arbitration rules are complied with. Decisions of the arbitral panel may be made by the majority of the 
panel’s members. Prior to, or during, arbitration, the parties may settle their dispute through voluntary 
settlement.  

8.   (a) Pursuant to the Law on Commercial Enterprises (“LCE”), a notice to call for a general shareholder meeting must 
be sent to each shareholder with voting rights at least twenty (20) days prior to the meeting. Maru Ltd. has four 
(4) shareholders, each holding 25% of the registered shares. Given that Maru Ltd. has only one (1) class of 
shares, it can be assumed that all shareholders have voting rights in shareholder meetings. With respect to the 
general shareholder meeting held on 24 March 2014 (“AGM”), a notice for said meeting must be sent to each 
shareholder at least twenty (20) days prior to the meeting. It is noted that a notice dated 04 March 2014 was 
sent out to three (3) shareholders, and that the notice sent to Mr. Eric, one of the shareholders, was dated 07 
March 2014, failing to comply with the twenty (20) day notice requirement. Neither Mr. Eric nor his proxy 
attended the AGM. In this respect, the AGM was not held in accordance with the LCE’s notice requirement. 
Notwithstanding the above, the AGM complied with the quorum requirement of the LCE which requires 
attendance of the holders of a majority of the voting shares, given that the three (3) shareholders attended the 
AGM together hold 75% of the registered shares. 

 With respect to amendment of the articles of incorporation (“AOIs”), under the LCE, a special resolution of 
shareholders is required to approve any amendment to the AOIs. A special resolution is defined by the LCE as a 
resolution passed by two-thirds (2/3) of the shareholders present at the meeting or all shareholders with voting 
rights. It is noted that the shareholder resolution passed in the AGM was approved by two (2) shareholders 
among the three (3) shareholders who attended the AGM. While it can be said that amendment of the AOIs was 
passed by a special resolution, it is important to note that the legality of said special resolution can be contested 
given that Mr. Eric, being another shareholder, was not present at the meeting due to the company’s non-
compliance with the notice requirement. Under the LCE, Mr. Eric has the right to object to said special resolution 
on grounds that he was not given proper notice, as required by law, of the AGM. 

     (b) Application for publication of the amended AOIs with the Ministry of Commerce (“MOC”) may be rejected by 
the latter on the basis that the company did not comply with the notice requirement of the LCE, and 
consequently, Mr. Eric, being another shareholder with voting rights, could not cast his vote on the proposed 
amendment of the AOIs.  

9.  (a) Pursuant to the Labor Law, the error committed by Ms. Nary on 11 May 2014, while she was working her night 
shift, by giving USD 3,000 to a customer over the amount of money due to the customer, does not constitute a 
serious misconduct. While the loss she caused to Danish Casino was substantial, her error cannot be considered 
as misappropriation or embezzlement, which is classified as a serious misconduct under the Labor Law, given 
that the Casino did not have evidence to substantiate that her error was made with an intent to misappropriate 
or embezzle the Casino’s money. 
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     (b) While the above action of Ms. Nary is not considered as a serious misconduct, Danish Casino may terminate Ms. 
Nary’s employment on ground of poor performance which will entitle Ms. Nary to termination payment and 
notice on the following basis: 

 (1) if Ms. Nary’s employment contract is an unfixed duration contract: 
(i) prior notice of such termination (or compensation in lieu) based on her total length of 

employment with Danish Casino; 
(ii) two (2) days of paid leave per week to look for a new job during the above notice period; 
(iii) indemnity for dismissal based on her total length of employment calculated on the basis of 

fifteen (15) days of salary and other fringe benefits per one (1) full year of services,  the total 
amount of which must not exceed six (6) months of the employee’s salary and fringe benefits;  

(iv) payment in lieu of unused annual leave (if any); and 
(v) last unpaid salary. 

(2) if Ms. Nary’s employment contract is a fixed duration contract: 
(i) prior notice of such termination (or compensation in lieu) based on her total length of 

employment with Danish Casino;  
(ii) payment of severance pay of at least five percent (5%) of the total salary and benefits due to her 

during the entirety of the contract (whether or not actually paid); 
(iii) payment in lieu of unused annual leave (if any); and  
(iv) last unpaid salary. 

10. (a) Under the Civil Code, a contract is formed and comes into effect when an offer and an acceptance thereof 
conform to each other. Regardless, a declaration of intention to enter into the contract is considered defective 
where a fact asserted by a party in the course of contract formation is not true, and the other party makes a 
decision based the asserted untrue fact, and if such party had known that the fact is not true, said party would 
not have made a declaration of intention to enter into the contract. Pursuant to the above-referenced 
provisions of the Civil Code, the share-purchase agreement between BP Ltd. and Mr. Dara (“SPA”) is not 
considered to be legally binding given that the declaration of intention of Mr. Dara in entering into the SPA is 
defective. Mr. Dara would not have signed the SPA with BP Ltd., had he known that the information regarding 
land ownership asserted by BP Ltd. is inaccurate and that the land area on which the flat is built is in fact 
registered under a third party’s name, not that of Mr. Chamreoun.   

     (b) Mr. Dara can rescind the SPA on grounds of defective declaration of intention to enter into the SPA.  Under the 
Civil Code, Mr. Dara’s act of entering in the SPA is voidable as a result of his defective declaration of intention. 
Procedurally, in accordance with the Civil Code, Mr. Dara must send a notice regarding rescission of the SPA to 
BP Ltd., following receipt by the latter, the SPA will cease to be in effect and be regarded as void since the 
beginning.  

     (c) Given that the SPA will be deemed void from the beginning following BP Ltd.’s receipt of the notice regarding 
rescission of the SPA from Mr. Dara, Mr. Dara can recover any payment or deposit he has made to BP Ltd. during 
the course of the SPA and assert a demand for compensation for damages caused to him as a result misleading 
information provided by BP Ltd. 

    
 
 

End of Answer Paper 
 


