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Cambodian Business Law Exam 

June 2018 

Section A – Questions  

 

1. Under the Law on Commercial Enterprises, all companies must display their name:   

A. In Khmer only. 

B. In Khmer. If the name is displayed in another language, the Khmer name must be placed above 

and be larger than the name in the other language.  

C. In Khmer and English.  

1 mark 

 

2. Based on the Law on Commercial Enterprises, when does a company come into existence and 

acquire legal personality?  

A. On the date that the company begins to conduct business.  
B. On the date that the Ministry of Commerce accepts the filing of the articles of incorporation.  
C. On the date stated on the certificate of incorporation.  

2 marks 

 

3. Under the Law on Commercial Enterprises, which of the following describes the nature of a 

private limited company?  

A. The company may have more than 30 shareholders. 

B. The company may not offer its shares or other securities to the public generally, but may 

offer them to shareholders, family members, and managers. 

C. A and B are correct.  

1 marks 

 

4. Under the Law on Commercial Enterprises, which of the following describes the nature of a 

public limited company? 

A. A public limited company is a form of limited company authorized by the Law on Commercial 

Enterprises to issue securities to the public.  

B. A public limited company must not carry on any business activity or exercise any rights that 

are prohibited by its articles of incorporation.  

C. A public limited company is a form of limited partnership which the shareholders are liable 

for all debts that the public limited company has. 

2 marks 

 

5. Under the Law on Commercial Enterprises, how many shareholders may a private limited 

company have?  

A. Unlimited.  

B. Up to 30 shareholders. 

C. Not more than ten (10) shareholders. 

1 mark 

 

6. Based on the Law on Commercial Enterprises, which one of the following statements is correct? 
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A. A limited partnership is a contract between one or more general partners who are the sole 

persons authorized to administer and bind the partnership, and one or more limited partners, 

who are bound to contribute to the capital of the partnership.  

B. A limited partnership may carry on any business activity or exercise any rights that are 

prohibited by its articles of incorporation.  

C. A limited partnership can only carry on business activities or exercise rights as determined by 

its Board of Directors.  

2 marks 

 

7. Under the Law on Commercial Enterprise, a company shall be deemed to be of Khmer 

nationality only if:   

A. The company has a place of business and a registered office located in the Kingdom of 

Cambodia.  

B. More than 51% of the voting shares of the company are held by natural or legal persons of 

Khmer nationality.  

C. A and B are correct.  

2 marks 

 

8. Under the Law on Commercial Enterprises, which of the following types of company is required 

to have at least three (3) directors?  

A. A partnership. 

B. A private limited company. 

C. A public limited company. 

1 mark 

 

9. Under the Law on Commercial Enterprises, which of the following statements is correct? 

A. A company shall prepare and maintain adequate accounting records for a period of ten (10) 

years after the end of the financial year to which the records relate.   

B. A company shall prepare and maintain adequate accounting records for a period of fifteen 

(15) years after the end of the financial year to which the records relate.   

C. A company shall prepare and maintain adequate accounting records for a period of five (5) 

years after the end of the financial year to which the records relate.   

2 marks 

 

10. Under the Law on Commercial Enterprises, a private limited company must issue shares with a 

minimum number of shares and par value as follows:  

A. One thousand (1,000) shares with a par value of not less than four thousand (4,000) Riels per 

share.   

B. Ten thousand (10,000) shares with a par value of not less than four thousand (4,000) Riels per 

share.  

C. One hundred thousand (100,000) shares with a par value of not less than four thousand 

(4,000) Riels per share.  

2 marks 

 

11. Under the Law on Commercial Enterprises, regarding a director’s term of office:   



Page 3 of 8 
 

A. If the articles do not provide a term, each director shall be elected for a term of two (2) years 

and may be re-elected.  

B. If the articles do not provide a term, each director shall be elected for a term of one (1) year 

and may be re-elected.  

C. If the articles do not provide a term, each director shall be elected for a term of three (3) years 

and may be re-elected. 

2 marks 

 

12. Under the Law on Commercial Enterprises, which of the following statements is correct? 

A. Each shareholder is entitled to receive a share certificate. 

B. If requested from a shareholder, the company will issue share certificates to the requested 

shareholder. 

C. None of the above.  

1 mark 

 

13. Under the Law on Commercial Enterprises, a foreign business may conduct business in 

Cambodia under the following forms:  

A. Representative office, branch office, and subsidiary.  

B. Representative office and branch office only.  

C. Subsidiary only.  

1 mark 

 

14. Under the Law on Commercial Enterprises, a shareholder may examine the list of shareholders: 

A. During usual business hours at the registered office of the company or at the place where its 

central securities register is maintained.  

B. At the general meeting of shareholders for which the list was prepared.  

C. A and B are correct.  

2 marks 

 

15. Under the Law on Accounting and Audit, which of the following statements defines the term 

“audit report”?  

A. Refers to a formal opinion, or disclaimer thereof, issued by an auditor as a result of an internal 

or external audit or evaluation performed on a legal entity or subdivision of the company.  

B. Refers to historical financial information of the company as issued by an auditor.  

C. Refers to a set of guidelines on financial statement preparation and disclosure of revenues, 

expenses, assets, liabilities, equity, and other relevant information.  

2 marks 

 

16. Under the Law on  Accounting and Audits,  an audit report must be prepared:  

A.  In English.  

B.  In Khmer, although English can be prepare to accompany the report. 

C.  In any language.  

1 mark 

 

17. Under the Law on the Accounting and Audits, which of the following statements is correct? 
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A. Each accounting period shall be twelve months starting on the first day of January and ending 

on the 31st day of December of the same year.  

B. Each accounting period shall be twelve months starting on the first day of March and ending 

on the 31st day of December of the same year.  

C. Each accounting period shall be twelve months starting on the first day of April and ending on 

the 31st day of December of the same year.  

2 marks 

 

18. Under the Law on Accounting and Audits, both individuals and legal entities cannot practice 

their accounting or auditing professions unless they are member of:  

A. National Accounting Council.  

B. National Back of Cambodia.  

C. A and B are correct.  

2 marks 

 

19. Under the Law on Accounting and Audits, any person who practices professional accounting or 

auditing services without a license, shall be liable to:  

A. Imprisonment of one year to two years and a fine of KHR 2,000,000 (two million) to KHR 

8,000,000 (eight million). 

B. Imprisonment of six months to one year and a fine of KHR 1,000,000 (one million) to KHR 

6,000,000 (six million). 

C. Imprisonment of six months to one year and a fine of KHR 2,000,000 (two million) to KHR 

8,000,000 (eight million). 

2 marks 

 

20. Under the Labour Law, which of the following statements defines an “Employer”? 

A.  All individual and legal entities, whether public or private are considered to be employers and 

constitute an enterprise under the Labour Law when they employ one or more workers. 

B. All individual and legal entities, in the private sector are considered to be employers and to 

constitute an enterprise under the Labor Law when they employ one or more workers. 

C.  All individual and legal entities, in the public sector are considered to be employers and to 

constitute an enterprise under the Labor Law when they employ one or more workers. 

1 mark 

 

21. Under the Labour Law, which of the following statements is part of the definition of a fixed 

duration contract? 

A. Must be made for a maximum period of two (2) years.  

B. Must be made in writing.  

C. A and B are correct.  

2 marks 

 

22. Under the Labour Law, what is the probationary period for non-specialized workers?   

A. One month.  

B. Two months.  

C. Three months. 

2 marks 
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23. Mr. Sok accepted a job offer to work for an insurance company. On his first day at work, he 

signed an employment contract for a period of five years with the insurance company. His 

employment contract does not have an ending date. What type of employment contract does 

Mr. Sok have with the insurance company? 

A. A fixed duration contract. 

B. An unfixed duration contract. 

C. None of the above.   

2 marks 

 

24. Under the Labor Law, which of the following statements is correct? 

A. A mass layoff is any layoff resulted from a reduction in an establishment’s activity or an 

internal re-organization that is foreseen by the employer. 

B. A mass layoff is termination of an employment contract by the employer on ground of 

employee’s poor performance.  

C. A mass layoff is termination of an employment contract by the employer on ground of 

employee’s serious misconduct.  

2 marks 

 

25. A hotel hired Chantrea under a fixed duration contract for a period of five months. As part of 

the hotel’s restructuring plan, the hotel decides not to renew the contract with Chantrea. Based 

on the Labor Law, how many days does the hotel have to give notice to Chantrea to inform her 

of its decision not to renew the contract?  

A. Fifteen (15) days.  

B. Ten (10) days. 

C. None of the above    

           1 mark 

 

26. Under the Labour Law, how many days of annual leave are employees entitled to per year?  

A. Fifteen (15) days.  

B. Eighteen (18) days.  

C. Twenty (20) days.  

1 mark 

 

27. Under the Labour Law, after one year of service, how many days are female employees entitled 

to take for maternity leave? 

A. Ninety (90) days.  

B. Ninety five (95) days. 

C. One hundred (100) days. 

1 mark 

 

28. Under the Law on the Functioning and Organization of Courts, the Cambodian judiciary consists 

of the following:  

A. The Court of Appeal, the Supreme Court and the Extraordinary Chambers in the Courts of 

Cambodia.  

B. The Courts of First Instance, the Court of Appeal and the Supreme Court.  

C. The Military Court, the Court of Appeal and the Supreme Court.   

2 marks 
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29. Under the Law on the Functioning and Organization of Courts, which of the following statements 

describes the competence of a Court of Appeal?  

A. The Court of Appeal shall have competent jurisdiction to adjudicate all cases within its 

territorial jurisdiction unless jurisdiction over a case has been given to anther court by law.   

B. The Court of Appeal shall have competent jurisdiction to adjudicate cases only in Phnom Penh.    

C. None of the above. 

1 mark 

 

30. Under the Civil Code, a contract comes into effect when:  

A. An offer is made to and received by another party.  

B. An offer and an acceptance thereof conform to each other.  

C. Only once it has been certified by a lawyer or notarized by a notary public.  

2 marks 

 

31. Under the Civil Code, which one of the following statement describes a valid ground to nullify a 

contract? 

A. The contents of a contract are not in conformity with the mandatory provisions of the laws, 

contrary to public order or good customs.  

B. A party to the contract fails to perform his/her contractual obligations.  

C. The contract is not made in written form and notarized by a notary public.  

2 marks 

 

32. Under the Civil Code, minor means:  

A. A person who is under the age of eighteen (18).  

B. A person who is under the age of seventeen (17). 

C. A person who is under the age of sixteen (16). 

2 marks 

 

33. Under the Civil Code, which one of the following statements defines “Gift”?  

A. It is a contract which comes into effect when one party declares the intension to give property 

to another party free of charge, and the other party accept it.  

B. It is a contract whereby the parties make mutual promises to transfer any property right other 

than money.  

C. It is a contract pursuant to which one party allows another party to use and profit from a 

certain thing free of charge.  

2 marks 

 

34. Under the Civil Code, which one of the following statements defines “Contract for Work”?  

A. A contract whereby one party promise to perform service under the employment contract, 

and the other party pays wages for such service. 

B. A contract whereby one party, called the contractor, assumes the obligation to complete 

agreed work and the other party, called the principle, assumes the obligation to remunerate 

the results of the work.  

C. None of the above.  

2 marks 

 

35. Under the Civil Code, where an obligor fails to perform an obligation, what are the remedies 

available to the oblige?  

A. Damages only.  
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B. Termination of the contract only.  

C. Specific performance, damages, or termination of the contract.  

1 mark 

 

36. The Civil Code holds that where a person unjustly receives a benefit knowing that there was no 

legal grounds or that a contract is void, the said person is obliged to:   

A. Request the other party to agree to sell the benefit.  

B. Return any benefit subsisting at the time when he or she becomes aware that they have no 

legal grounds or that contract is void.  

C. None of the above.  

1 mark 

 

37. Under the Civil Code, the lessee owes certain duties towards the lessor such as:  

A. Duty of care, duty to repair, obligation to pay to the rental.  

B. Duty to report in the event that repairs are required on the leased property.  

C. A and B are correct. 

1 mark 

 

38. Under the Civil Code, which of the following items can be an object of a sale contract? 

A. Any goods from which the transfer is prohibited by law.  

B. Any goods that are not transferable by nature. 

C. Any goods that comes into existence in the future. 

1 mark 

 

39. Under the Law on Providing Foreigners with Ownership Rights in Private Units of Co-Owned 

Building dated 24 May 2010,  the ownership of ‘private units’ of ‘co-owned’ building applies to 

A. Foreign nationals. 

B. Khmer citizens. 

C. A and B are correct. 

2 marks 

 

40. Under the Law on Amendment to the Law on Investment, what does an ‘Investment Proposal’ 

mean?  

A. A proposal submitted by any person to the Council for the Development of Cambodia with the 

purpose of establishing a new enterprise.  

B. A proposal submitted by any person to the Council for the Development of Cambodia with the 

purpose of establishing a Qualified Investment Project.  

C. The proposal submitted by any person to the Ministry of Commerce with the purpose of 

establishing a new company with a Qualified Investment Project.   

2 marks 

 

41. Under the Law on the Amendment to the Law on Investment, companies wishing to obtain a 

Qualified Investment Project must submit an investment proposal to which of the following 

governmental entity?  

A. Ministry of Commerce.  

B. Ministry of Economic and Finance.  

C. Council for the Development of Cambodia.  

1 mark 
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42. Under the Law on the Amendment to the Law on Investment, which of the following statements 

is correct?  

A. Ownership of land by investors for the purpose of carrying on a QIP shall be vested in natural 

persons holding Cambodian citizenship or in Cambodian entities.  

B. Ownership of land by investors for the purpose of carrying on a QIP shall not be vested in 

natural persons holding Cambodian citizenship or in Cambodian entities.  

C.  Ownership of land by investors for the purpose of carrying on a QIP shall be vested in natural 

persons holding either Cambodian citizenship or foreign nationals or in Cambodian or foreign 

entities.  

2 marks 

 

43.  Under the Law on Insolvency, which one of the following statements defines a “debtor”? 

 

A. Any legal person who is insolvent.  

B. Any natural or legal person that is insolvent.  

C. None of the above.  

1 mark 

 

44. Under the Law on Insolvency, after the petition is filed to the court, how long will it take for the 

hearing to take place?  

A. Fifteen (15) days.  

B. Twenty (20) days.  

C. Thirty (30) days.  

1 mark 

 

45. Under the Law on Insolvency, the proceeds of the liquidation of the estate must be used to 

satisfy claims in the following order:   

A. 1. Employee wages; 2. State taxes; 3. Secured claims; and 4. Other admissible unsecured 

claims.  

B. 1. Employee wages; 2. Secured claims; 3. State taxes; and 4. Other admissible unsecured 

claims. 

C. 1. State taxes; 2. Secured claims; 3. Employee wages; and 4. Other admissible unsecured 

claims. 

 

1 mark 

 

 Total 70 marks  

End of Questions 
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Business Law Exam 

June 2018 

Section B – Questions 
 

1. Grape Company, a company incorporated under the laws of Thailand, is considering the 

importation and sale of red wine on the Cambodia market. The company understands that in 

order for it to conduct the proposed activities in Cambodia, it must establish a local business 

presence there. The company wishes to set up a legal entity that allows it to conduct its 

business in Cambodia to the greatest extent possible. It also wishes to limit its liability to the 

extent as permitted under Cambodian laws when conducting its business in Cambodia. As 

part of its business plan, the company seeks specific advice from you regarding its 

investment in Cambodia:  
 

A. The available forms of business entity under the Law on Commercial Enterprises for 

Grape Company as a foreign business to set up its legal presence in Cambodia.  

2 marks 

B. Which form of business entity is the most suitable for Grape Company’s business 

plan? Please explain. 

3 marks 

   

C. Is it permissible under Cambodian law for Grape Company to hire a Thai national (as 

a manager) to manage this business?  

1 mark 
 

2. Mr. Hong is a Cambodian national and he wishes to start up a business to import and 

distribute Japanese agricultural products on the Cambodia market. As part of his business 

startup, he wishes to limit his liability with regard to the business, only to the extent of his 

contribution to this business. From the basic information that he has received from a 

seminar conducted by a business consulting firm, he understands that his business should be 

established in the form of a private limited company. Mr. Hong seeks your advice on the 

following specific questions:  
 

A. Please provide a brief overview of a private limited company.  

3 marks 

B. What are the requirements regarding the appointment of directors?  

2 marks 

C. What is the registered capital requirement for a private limited company?  

1 mark 
 

3. Mr. Sok has worked for Rose Co., Ltd. without a written employment contract since 1 

January 2016 as an HR manager.   

 

A. What type of employment contract does Mr. Sok have?  

2 marks 
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B. Mr. Sok gets a new job with another company. He wishes to resign from Rose Co., 

Ltd. He seek advice from you. Does he have to give advance notice to the company 

of his resignation and, if yes, how many days in advance must he notify the 

company? Please explain. 

2 marks 

 

C. Mr. Sok wants to know what payment he will be entitled to when he resigns.  

3 marks 

 

4. Green Tree Co., Ltd. entered into an employment contract with Ms. San for a period of one 

(1) year which is under a fixed duration contract. After employing Ms. San for six (6) months, 

the company wishes to terminate her employment contract. This termination is not based 

on reasons of serious misconduct or force majeure. The company seeks your advice 

regarding the following queries:  

 

A. Is the company required to notify Ms. San of the termination under the Labour Law? 

Please explain. 

1 mark 

B. There is a clause under Ms. San’s employment contract that there is no requirement  

for the company to provide prior notice to Ms. San in case the company wishes to 

terminate her employment contract, in the absence of serious misconduct or force 

majeure. Is this clause valid and enforceable under the Labor Law? Please explain. 

2 marks 

C. What termination compensation is Ms. San entitled to under the Labour Law? Please 

explain. 

4 marks 

 

5. On 1 June 2018, Mr. Chan sent an email to Mr. Sokna offering to sell his computer for a price 

of USD 550. In this email, he specified the date by which Mr. Sokna must reply to his offer (4 

June 2018). On the same day (1 June 2018), one of his friends (Mr. Samady) expressed an 

interest in buying this computer and indicated that he was willing to offer USD 600 for the 

computer. On the following day (2 June 2018), Mr. Chan sent another email to Mr. Sokna to 

inform the latter of his decision to revoke his offer. Mr. Sokna received Mr. Chan’s email 

regarding revocation of the offer on 3 June 2018 and immediately sent an email to Mr. Chan 

to accept the offer.  

 

Please advise as to whether there is a valid contract between Mr. Chan and Mr. Sokna.  

4 marks 

 

Total 30 marks 

End of Questions 
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Business Law Exam 

June 2018 

Section B – Answers 

Answer 1: 

 

A. The available entities under the Law on Commercial Enterprises for Grape Company, as a foreign 

business, to establish a legal presence in Cambodia.  

 (2 marks)  

Under the Law on Commercial Enterprises (LCE), Grape Company may set up its legal presence in 

Cambodia under one of the following business entities:   

(1) Representative office;  

(2) Branch office; or 

(3) Subsidiary.  

 

B. Which form of business entity is most suitable for Grape Company’s business plan? Please 

explain.   

(3 marks) 

  

Taking into consideration the business plan of Grape Company and its intention to limit its liability 

to the extent as permitted by Cambodian laws, a subsidiary registered in the form of a private 

limited company (LLC) would be the most suitable entity for Grape Company compared to either a 

representative office or a branch.  

  

(1) Representative Office (RO): An RO cannot regularly sell goods or distribute products on 

behalf of its principle and, thus, such a restriction will limit the business operations of Grape 

Company in Cambodia. Furthermore, an RO has no separate legal personality from its 

principle. Consequently, Grape Company will be subject to liabilities incurred by the RO. In 

this regard, an RO is not a suitable option for Grape Company.  

 

(2) Branch: Unlike an RO, a branch is not prohibited from regularly selling goods or distributing 

products on behalf of its principle. A branch may conduct normal business activities in 

Cambodia provided that such activities are within the scope of activities of its principle. This 

would mean that if Grape Company operates its business in Cambodia in the form of a 

branch, the activities of the branch will be limited to those carried out by Grape Company in 

Thailand. This is a disadvantage of a branch compared to an LLC. Furthermore, similar to an 

RO, a branch has no separate legal personality from its principle and, as such, the principle 

will be subject to the liabilities of the branch. In this regard, a branch is also not the best 

option for Grape Company.  

 

(3) LLC:  if Grape Company operates as an LLC, it is not subject to restrictions with respect to its 

business operations. The LLC may regularly sell goods or distribute products on the 
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Cambodian market. Furthermore, the LLC may also conduct activities other than selling 

goods or product distribution so long as such activities are not prohibited or contrary to the 

LLC’s articles of incorporation. Most importantly, Grape Company’s liability to the LLC will be 

limited to the shares it subscribes. In this regard, an LLC is the most suitable business form 

for Grape Company.  

 

C. Should Grape Company hire a Thai national (as a manager) to manage this business? 

Please explain.  

(1 mark) 

 

Under the LCE, there is no restriction regarding the nationality of a manager of the LLC, 

branch, or representative office. A foreign manager or employee will be subject to the 

applicable foreign employee quota and work permit under the Cambodian Labour law.  

Answer 2: 

 

A. Please provide a brief overview of a private limited company 

(3 marks) 

 

A private limited company (LLC) is managed by directors and funded by capital provided by 

shareholders. An LLC provides a framework for a business that has a separate legal personality 

from its shareholders. That said, the LLC can own property, enter into contracts, and engage in 

legal action without putting the assets of its shareholders at risk, other than to the extent of 

their shareholding in the LLC. An LLC is constituted through a process that leads to the filing of 

the articles of incorporation (AOIs) with the Ministry of Commerce (MOC). The LLC is the most 

common business form in Cambodia. As mentioned above, an LLC has a separate legal identity 

and exists independently of its shareholders and it continues to exist and operate despite the 

death, withdrawal or retirement of the shareholders, until it is wound up in accordance with the 

law.  

 

B. Requirements regarding appointment of directors 

(2 marks) 

Under the LCE, an LLC may have one or more directors. A shareholder may act as a director or 

appoint a third party to be a director. Directors may be elected and removed by an ordinary 

resolution of the shareholder(s). The number of directors can be limited to one. There are no 

nationality or residency requirements with respect to the appointment of a director of an LLC. 

Accordingly, a foreign director may be appointed as the sole director of an LLC. Each director of 

an LLC must be over 18 years of age and must not be a serving civil servant of the Cambodian 

Government or have been disqualified from acting as a director of an LLC in Cambodia (or 

otherwise have a criminal history). 

C. Please advise the registered capital requirement for a private limited company.  

(1 mark)  
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Pursuant to the LCE, the minimum capital requirement of an LLC is KHR 4 million (approximately 

USD 1,000) with a minimum of 1,000 shares issued with a par value of not less than KHR 4,000 

(approximately USD 1) per share. 

 
Answer 3: 

 

A. What type of employment contract does Mr. Sok have?  

(2 marks) 

 

Based on Article 67(7) of the Labour Law, the employment contract between Mr. Sok and Rose 

Co., Ltd. is an unfixed duration contract because the contract is not a written employment 

contract. 

 

B. Does he have to notify the company in advance of the resignation under the Labour Law and, 

if yes, how many days in advance must he notify the company? Please explain. 

(2 marks) 

 

Under the Labour Law, a party who wishes to terminate an unfixed duration contract must give 

advance notice in writing to the other party. Mr. Sok has worked for Rose Co., Ltd. for a period 

of more than two years (counting from 1 January 2016). Therefore, Mr. Sok has to give one (1) 

month’s written notice to Rose Co., Ltd. prior to the resignation date (Article 75 of the Labour 

Law). 

 

C. Payments that Mr. Sok is entitled to when he resigns. 

(3 marks) 

 

Under the Labour Law, Mr. Sok is entitled to the following payments when he resigns: 

 

(1) payment in lieu of unused accrued annual leave; 

(2) any bonus pursuant to his employment contract with the company; and 

(3) last unpaid salary.  

 

Answer 4: 

 

A. Is the company required to notify Ms. San of this termination under the Labour Law? Please 

explain. 

(1 mark) 

 

Based on the Labour Law, Ms. San’s employment contract is a fixed duration contract. Article 73 

of the Labour Law only requires the employer to provide notice to the employee in the event of 

expiration or non-renewal of a fixed duration contract. The notice requirement does not apply in 

the case of termination prior to the expiration date by the employer. Therefore, from a strict 

legal point of view, the company has no obligation under the Labour Law to notify Ms. San 

regarding the termination.  
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B. Is this clause valid and enforceable under the Labour Law? Please explain. 

(2 marks) 

 

Under Article 13 of the Labour Law, if a provision of the employment contract provides better 

benefits than those stated under the law, it will be valid and enforceable, and thus the 

employee will be entitled to such benefits. Under Ms. San’s employment contract, the company 

is not required to provide notice to her if the company wants to terminate the employment 

contract before its expiration date. As the Labour Law does not require notice to be given to an 

employee for premature termination by the employer, the above contractual provision complies 

with the Labour Law. Therefore, this provision will be valid and enforceable under the Labour 

Law.  

 

C. What termination compensation is the company required to pay to Ms. San under the Labour 

Law? Please explain. 

(4 marks) 

Under the Labour Law, an employer may terminate a fixed duration contract before its 

expiration date for serious misconduct by the employee or force majeure. As this termination is 

not due to serious misconduct or force majeure, the company is required to pay Ms. San the 

following termination compensation:   

(1) severance pay of at least 5% of the wages paid to the employee during the duration of 

the contract (Article 73 of the Labour Law); 

(2) damages equal to the wages and benefits that the employee would have received until 

the expiration of the contract (Article 73 of the Labour Law); 

(3) payment in lieu of unused accrued annual leave (Article 167 of the Labour Law); and 

(4) last salary and benefits owed to the employee.   

 

Answer 5: 

 

Please advise whether there is a valid contract between Mr. Chan and Mr. Sokna  

(4 marks) 

  

In this case, Mr. Chan sent an offer to Mr. Sokna and the offer reached Mr. Sokna on 1 June 

2018. Mr. Chan’s offer is one with a specified acceptance period (4 June 2018) by which Mr. 

Sokna may accept the offer. Mr. Chan attempted to revoke the offer by sending another email 

to Mr. Sokna on the following day (2 June 2018). 

 

Mr. Sokna received Mr. Chan’s email regarding revocation of the offer on 3 June 2018. On the 

same day, Mr. Sokna replied to Mr. Chan’s emails and accepted the offer.  
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Under the Civil Code, an offer can be made with or without a specific acceptance period. Article 

338(2) of the Civil Code provides that an offer attached with an acceptance period cannot be 

revoked. 

 

Pursuant to Article 338(2) of the Civil Code, revocation of the offer sent by Mr. Chan on 2 June 

2018 is not valid given that the offer made by him is within the acceptance period and thereby 

cannot be revoked. The acceptance sent by Mr. Sokna on 3 June 2018 is valid as it was made 

before the acceptance period, being 4 June 2018. According to Article 340 of the Civil Code, a 

contract was formed when Mr. Sokna’s acceptance reached Mr. Chan.  

 

 

Total 30 marks 

 

End of Answers 
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