Eingdom of Cambodia
Nation Religion King

Ministry of Economy and Finance
Mao: 34353 MoEF BErE
Prakas
Cn
Tax on Salary

Deputy Prime Mini ster
Minister of Economy and Finance

- Hawing seen the Constitution of the Kingdom of Camhbodia

- Hawing seen Royal Decree NS/RET/0218/925 dated 06 September 2018 on Appointrment
of Royal Government of Camhbodia

- Hawing seen Roval Decree N3/RET/0320/421 dated 30 March 2020 on Appointment and
Adjustment of Composition of Royal Government of Cambodia

- Hawng seen Royal Code NS/REM/0618/012 dated 28 June 2018 promul gahng the Law on
Organization and Functoning of Council of Ministers

- Hawing seen Royal Code NS/EEWM/0196/1 8 dated 24 Jarmary 1 996 promul gating the Law
ot Establishment of Mitustry of Economy and Finance

- Hawing Roval Code MNES/REM/0508/016 dated 13 May 2008 promulgating the Law on
FPublic Financial System

- Hawing seen Roval Code MS/REM/0297/03 dated 24 February 1997 promulganng the Law
on Taxation

- Hawnng seen Foyal Code NE/REM/0303/010 dated 31 March 2003 promulgating the Law
on Amendment to the Law on Tazation

- Hawing seen Sub-decree 488 OrNEr BE dated 16 October 2013 on Orgamzahon and
Fonctiomng of Mimstry of Economy and Finance

- Hawing seen Sub-decree 75 OrNEr BEK dated 25 May 2017 on Adjustment to Sub-decree
488 OrNEr BE dated 16 October 2013 on Organization and Funchioning of Minstry of
Economy and Finance

- Hawing seen Sub-decree 09 CrNEr BE dated 13 Febmary 2020 on Annval Income Tax and
IMonthly Sal ary Tax Thresholds

- Hawing seen Prakas 1173 MoEF.PD Brk dated 31 Decernber 2003 on Tax on Salary

- According to the necessity ofthe Ministry of Economy and Finance,

Dercide
Chapter 1
General Provisions

Article 1 Purpose
The purpose of this Prakas s to adjust and update Prakas and regulations related to tax on salary

to respond to the Cambodian econormuc growth and ensure the effectiveness of tax revenue
. _o—'-'_'_'_\_\_--
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Article 2 Scope

This Prakas shall apply to resident natural persons in the Kingdom of Cambodia for salary fom
Cambodian source and salary from foreion source and non-resident natural persons for salary from
Cambodian source.

Article 3 Definition
For the ob) ectives of this Prakas:

=

The term “salary” refers to salaries, remunerabons severance pay, honuses, owvertime,
compensabions and fringe benefits which are paid to an employee or which are paid for the
direct or indirect adwvantage of the employee for the fulfillment of employment actimities
&~ The term “salaries™ refers to wages that are paid to an emplovee for performing work
regardless of hourly or daly or weekly basis or muinimum basis regardless of being
paid directly or indirectly or paid in cash orin land, The term “salares” alsoincludes
risk bonus (work, region or health), family allowance (wife orfand children), backpay.

B- The term “remunerations™ refers to a reward for performing work in addition to wages

as areward for performing a particular work for the empl oyer.
For example: Ms. Bis an accountant at Company & which 1ts hasic business actiwity 1s
supply of agnoultural products. Ms. B 13 asked by the company to be flmed for an
adwert sement spot which the company will pay her for this advert sement spot Thus,
the pay for Ms. B's advertisement spotis deemed to be aremuneration

C- The tertm “severance pay” refers to postbon pay, severance pay for fized duration
contract (FDC) or semonty indemnity for undeterrined duration contract (UDC) or
indemmity for dismissal and other indemmities.

D- The term “honuses” refers to incentive bonus, target bonus, pay in addition to the
monthly salary and similar bonuses for emplovees performing the work that is the
husiness benefit of the employer.

For examnple Company & 15 areal estate company that earns more incomes than that
setin the annual plan and the company pays each employee a bonus of 3 months’ salary.
Thus, the incentive honus that employvees receive shall be deemed to be a honus.

E- The term “overtime” refers to a pay that workers/emplovees have received by working
overime outside their normal worlang hours.

F- The tetm “compensations” refers to money prowided to emplovees becaise ther
workplace 15 moved far away from thetr house or thew work mans a nisk ete.

The temn “employer” mncludes public institutions, resident legal entibies, resident

partnershups, permanent establishments 1n the Kingdom of Cambodia, non-profit

organizations or resident natural persons who rin a business.

The term “emplovee” refers to anatural person who has received a sal ary from performing

their work including those who are responsthle for enterprises or directors of enterprises,

ciwil servants, elected officials except members of the Nahonal Assembly and Senate.

The term “resident” used for employees, tazpayers or natural persons means those who

hawe a residence or a principal place of abode 1n the Kingdom of Cambadia or who are

present in the Kingdom of Cambodia more than 182 days wathin 12 months completed in
the current tax year,

The tern “non-resdent” refers to any natural person who 15 not aresident undar paragraph

4 ofthis Arhcle and recetves salary from Cambodian sources. P 1:-;_1.-_. R BT e,
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The term “salary fom Cambodian sources” refers to salary received by performung work
in the Kingdom of Cambodia However, a sal ary that anon-resident receives for providing
technical assistance shall be deemed to have a source in the country where the salary payer
resides,

The term “salaty from foreign sources” refers to a salary received for performing work
outside the Kingdom of Cambodia

The term “internab onal orgamzatons” refers to inter-govemnmetita orgamzations that are
established by an international treaty for the benefit of members or serving the public
interests by actiwities without seelang a profit

Article 4 Work status
If compared to professional actiwities or other activities, work achwtes are identifed according to
the status of work performed by employees under the supermision of their employer. A natural
person shall be deemed to be an emplovee and is subject to tax on salary 1f the work status of the
natural person meets 2 ofthe following conditions:

&~ Hawve no nisk ofnot being paid for their work actiwities if the natural person has come to

work at the place as set and meet the condibons stipulated 1n an employment contract
regardless of being made orally or in wnting.

BE- Thenatural person cannnt set ime and place for performing work by himselfherselE

[

The natural person does not need to spend much capital to buy tools used for performing
worlk,

- The natural person does not perform work for many persons at the same time.

Article 5 Rules of residen ce and source
1- For the criteria ofresidence in Cambodia, anatural person who meets one ofthe following

3 cnitena shall be deemed to be aresident in the Kingdom of Cambodia

#- The natural person has a resdence in the Kingdom of Cambodia which 15 ownership
or rental or lease, rented house, building, room, dormitory ete. which 15 usable and the
natural person always staysin or occupies.

E- The natural person has a principal place of ahode in the Kingdom of Camhbadia
according to the actual form of stay based on factors such as economic center of the
natural person, duration of stay, nature of stay, place where the farmily of the natural
person stays, bank accountofthe natural person, place where the natural person carmes
out main social achwties.

- The natural person 15 present in the Kingdom of Cambodiamore than 132 days per time
or many tines within 12 months completed in the current tax year In determining the
number of stay days in the Kingdom of Cambodia the presence in any part of any day
shall be counted as one full day.

1

In case of unclanty about the criternia stpulated 1n point & and pont B of this paragraph, the
presence of natural person stipulated in point C 15 the final condition for determining the state of
heing a resident of the natural person

-

As stipulated in Article 41 of the Law on Taxation for resident natural person in the
Kingdom of Cambodia, the salary recetved inside and outside the }ar;gdﬁﬁ_ Fam‘n-a@\a

shall be subject to tax on salary. / e \
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Az stipulated in new Article 49 ofthe Law on Tazation for non-resident natural person in

the Kingdom of Cambodig the salary that this person has received for performing work in

the Kingdom of Cambodia shall be subject to tax on salary except any sdlary paid for

technical services or other services and the salary payer 15 not present in the form of

pertnanent establishiment or specific operation base in the Kingdom of Cambodia

Emplovees can be free from the obligabon of paying tax on salary as shpulated in

paragraph 3 of this Article prowided that they meet the followang 3 conditions;

A- The employee is not presentin the Kingdom of Cambodia more than 182 days per time
or many himes within 12 months completed in the current tax vear,

B- The employee receives a salaty paid by ot in the name of the emplover who 15 not a
restident 1n the Kingdom of Cambodia

C- The employee receives a salary that 15 not the charge of a permanent establishment or
spectfic operation hase that the employer operates in the Kingdom of Cambodia

To determine whether an employee is subject to tax on salary, the Tax Admimstration shall

take the following into consideration:

A- Person who 1s responsible for or in charge of damage resulting from the work
performed.

BE- Person who has the nght to manage employees.

C- Person who manages the place where the work 15 performed, person who sets the basis
of remuneration and set other relations wath the emplover

D- Person who supplies materials and equipment that emplovees use.

E- Person who sets the number and level of capacty of employees to be bired.

For the purpose of the tax on salary, the qualification to be a resident shall be set under

paragraph | of new Article 42 of the Law on Taxahon regardless of immi grabion status.

Chapter 2
Salary

Article 6 Subject of tax
Tax on salary 15 the monthly tax set on salary received from performing work.

Article 7 Taxable salary
Taxahle salary 15 all salary income received from performing work except fringe benefits as
shpulated in Chapter 3 of this Prakas. Monthly taxable salary shall be set as follows:

]-

For resident empl ovess:

A- Salary from Cambodian sources

B- Salary from foreign sources

C- Advance money, loan ot thstallment made by the emplover to the emplovee which shall
be added to the taxable salary of the month 1n which they are paid out and shall be
deducted from salary in the month of any repayment made by the empl oyee.

For non-resident employees, tazable salary incdudes Cambodian source salary that is

subject to tax under the provisions of this Chapter, e tanee
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Article§ Tax exempt income of employees
Tax exempt salary includes:

|. Eeal refunids on professional expenses made by the employee under the assignment and for
the benefits of the employer and which meet the following 3 conditions
A Made for the direct and exclusive interest of the enterprise
B. Mot exaggerated nor extravagant
C, Supported by detatled invoices already paid and made 1n the name af the reciprent of

the real expense refund,

2. Indemmnifies for the layo ff wathin the lunit as prowded in Labour Law.

3. Additonal remuneration wath social charactenistics where there 15 prowision ih Labour
Law.

4. Supply gratis or below acquisition cost of special uniforms or professiona equipment shall
he exempt from tax on salary if the employee 15 required to return those matenals to the
employer when they resign. However, foruniformsitis necessary for performing work and
shall he prowded in the same manner for all emplovees who have the same position,

5. Flat allowance for mission and travel expenses provided mnstead of retmbursement regime
for real expense as shpulated in paragraph 5 of Article 44 of the Law on Taxzation which
cannot exceed the State’s al owance for the same work:,

Article @ atafl of diplomatic missions and foreign governments

Salary and benefits of officers and employees of diplomatic missions or consulate of any foreign
government holding diplomatic or official passport ofthat country in the framework of performing
offcial work in the Kingdom of Cambodia shall not be subject to tax on salary.

Article 10 Employees of international organizations and techmical cooperation agencies
Sal ary and benefits prowided to representatives, officers and empl oyees employed by the pnncipal
office of intermational orgamzations and technical cooperation agencies of foreign govemments
for the acthivibies of performing official work for these orgamzations shall not be subject to tax on
zalary.

Article 11 Employees of technical assistance proj ects

1- Other than restdent natural persons in the Kingdom of Cambodia working 10 adiministrative
position or ordinary assistant position in the techmical assistance project who shall be subject to
tax on salary, employees as descnbed in the technical assistance project of an internatonal
prgamzation or technical cooperalion agency of any foreign government as technical assistance
staff shall he exempt from tax on salary after the project documents ohtain approval from the
Mimster of Economy and Finance

2- If the international orgamzaton or techmical cooperabon agency signs an agreement to
handover the project to any contractor, the employees of the contractor working as techmecal
assistance staff as described in the project documents as stated in paragraph | of this Arhcle shall
be exempt from tax on salary. The contractor shall clearly keep records of the work of techmecal
assistance staff and separate the work outside the project or histher other staff

0y I a7
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Article 12 Salary tax base

]-

Monthly salary tax base is all the amount of payments either in cash or 1 lkand after
deducting allowance for dependent children and housewife spouse except any amount
determined as finge henefits as siipulated in Chapter 3 ofthis Prakas.

Based on the ewidence of family situation, any resdent emplovees with:

#- Dependent chul dren at the time of tax payment 1z allowed a reduction in the tax basein
the amount of 150,000 Riels (one hundred Gfty thousand Riels) per each chuld per
rronth

B- A housewife spouse 15 allowed a reducton in the tax base in the amount of 150,000
Riels (one hundred fifty thousand Riels) for one person only per month,

- For a faruly where both father and mother have taxable salary, the reductionin the tax
base for dependent children 15 applicable for only the taxable salary of the father or
mother.

&g gtipulated in paragraph | of Article 46 of the Law on Tazation, all the money that the

employer pays to his/her empl oyee in the form of advance money, loan orinstallment shall

be added to the monthly taxzable salary of the month that those amounts were patd to the
employee The amountto be added to the monthly taxable salary 15 the amount of advance
money, loan or wstallment that has not been wnthheld for paying tax.

Adwance money, loan or installment that the employee repays shall be deducted from the

taxahle salary afthe month that the employee repays. For loan, the reduction 15 allowed for

otily the prncipal amount while the interest shall be recorded as itncome ofthe emplover

Az stpulated in paragraph 4 of Article 52 ofthe Law on Taxation, the monthly salary of

resident or non-restdent natural person shall be subject to tax on salary regardless of where

it1s patd

]

Article 13 Dependent child

Dependent child 15 a child of the employee whose age 1s not more than 14 vears old oris a
child of the employee who 15 a student or utiwversity student whose age 1s not more than 25
vears old and who 15 studying full time at an officially recogmzed educational insttution,
Dependent child shall have birth certificate and/or rel evant supporting documents,

If a dependent child whose age 15 more than 14 years old to 25 vears old 15 a student or
university student who 15 studwnng full time at an officially recognized educatonal
mstitution, the emplover shall present a cettificate clearly proving that the child 15 a student
or uriversity student who 1s studying full hme.

The Tax Administraton shall have nght to deny the certificate of any educational
institution that previously issued a fake certificate.

Dependent child 15 still deemed to be a dependent child in the month that the chuld reaches
15 vears old or 10 the month that the child graduates ot reaches 26 years old,

Article 14 Rate of tax on monthly salary of employees to be withheld

1=

For resident employees, the tax amounttohe paid shall be set based on the monthly taxable
gal ary and shall be wathheld by the employer as per the progressive taz rates as shpul ated
in Sub-decree on Annual Income Tax and Monthly Salary Taz Thresholds,

2- For non-restdent taxpayers, the tax amount shall be wathheld by the payer of the salary at

=

a rate of 20 percent for every payment of tazable salary as stipulated in paragraph 3 of
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Article 46 ofthe Law on Taxaton. This taz 15 the [inal tax of tax on salary for non-resident
who receives the salary.

Chapter 3
Fringe Benefits

Article 15 Determination of fringe benefits
1- Az stipulated i1n paragraph 8 of new Article 42 of the Law on Taxation, fringe benefits
include goods, serices or henefits in cash or 10 kind that the emplover provides directly or
mdirectly to a natural person for performing work that the natural person performs for the
benefit of the emplover.
2- Benefits that the empl over provides directly or indirectly to a natural person shall be subject
to fringe henefits tax. Those benefits include:
All types of wehicles
Food
Residence, stay
Water, electricity and phone
Domestic worker in the residence
Money lent wath lower interest than market interest. The rate of market interest that 1s
applicable shall be set by the Ministry of Economy and Finance.
Discount sale of goods
Educational assistance for employess which 15 niot any part of traiming program
directly related to the work performed by the emplovee.
Educatonal assistance for children of emplovees
Life or health insurance premium except the promsion of the same mnge benefits for
all employess without distinction according to roles and positions.
Part of support of unreasonable and unnecessary expense for the employer’s business.
Amount paid to social wel fare fund that exceeds the lumit allowed by the law,
- Amount patd to pension fund that exceeds 10 percent ofthe monthly sal ary wathout
adding fringe benefits of the employee.
Expenses on guest reception, entertainment, recreation or use of any means related to
those activities which 15 not any part related to work
O- Prowision of any part of shares or company capital.
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Article 16 Lise of vehicles
The use of wehicles to transport emplovees shall not subject to fnnge benefits tax 1 £1t meets the
following 3 conditions:
#- The vehucle1s parked in the business locabon after working hours and on days off
BE- The wehicle1snot specificdly handed owver to any emplovee or member of any
employee after working hours.
- The wehicle 1snot used by an emplovee or dependentindisndual of emplovee to do

=

personal work. IS o
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Article 17 Rate of fringe henefits tax

For nnge benefits, every month the employer shall wathhold and pay tax by the time specified a
the rate of 20 percent ofthe total value of fnnge benefits prowmded to all employees. The value of
fnnge henefits 15 the fair market value inclusave of all taxes,

Article 18 Taxable value of fringe benefits

1- Walue of Finge bhenefit is the fair market walue inclusive of all taxes of finge henefits
prownded. For assets to be depreciated, the far market walue 15 the depreciated amount
alowed as stipulated in point C ofparagraph | of new Article 13 ofthe Law on Taxation.
In case the Tax Administraton disagrees to the fair market walue of fringe benefits as set
by the emplover, the Taz admim stration has the nght to re-assess the tages to be pad as
stipul ated Article 119 ofthe Law on Taxaton

2- Fringe benefits shall be taable in the month that the fnge benefits are provided to

employees without considenng the date that the fnnge henefit becomes the charge of the
employet,

Chapter 4
Foreign Tax Credit

Article 19 eneral principles of foragn tax credit
1- Aresident natural person who has recetved salary from foreign sources and has paid taxes
according to foretgn tax law shall receive a tax credit for deduction from the tax on salary
to bhe pad in the Kingdom of Cambodia under conditions that documents confirming the
payment in the foreign country are presented
2- To calculate the tax to be paid 1n the Kingdom of Cambodia hefore deduction of this tax
credit, the total amount of salanes recetved from Cambodian sources and foreign sources
shiall be taken into account.
3- The tax credit 15 determined separately for the tax paid by a Cambodian resident natural
person in each foreign country, The tax credit all owed to be deducted for the tax on
gal ary paid abroad 15 the small est amount among:
A- The tax amount actually paid 10 any foreign country
E- The amount ohtained by multiplying the tax on total salanes from all sources for the
same penod calcul ated according to the table of progressive tax rates in new Arhcle 47
(three) of the Law on Taxation by the ratio of sal ary recetved 1o that foreign country to
the total salaries from all sources.
4- Foreign fax creditispossible onlyifthe resident tazpayer has complied wath the formahities
and supplied vartous documents as specified by the Tax Administration especially the
cerfification from the foreign payer of tax on salary and the foreign Tax Admimstrabion.

Article 200 {redit for foreign tax that the resident has paid
1- Tax credit allowed shall be set annually based on the total salanes received wathout
adding taxable finge benefits,

2- Az stpulated in paragraph 2 of Article 50 of the Law on Taxation, evidence of documents

prowving foreion tax payment are: T B
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4- Certification ofthe emplover or empl oym ent contract detalling the work performed,
date and salary paid for work 1n the foreign country.

B- Copies of documents that the employer has submitted to the Tax Administration in
that foret gn country to pay taxes.

C- Receipt of foreign tax payment issued by the Tax Administration in the foreign
country.

3- Confrmation documents as stipulated in paragraph 2 of this Aricle in other languages
hesides Khmer or English shall attach properly recognized translaton.

Chapter 5
Obligations of Employer and Submission of Tax Ketarn

Article 21 Obligations of employer in keeping records, maintaining and providing
documents and records

Az stipulated 1n paragraph 3 of Article 54 of the Law on Taxaton, the employer shall:
|- Keep the [ollowing mnformation in each employee’s employment documents;
Mame of employee
SEX
Diate of birth and place of hirth
Mationality
Fesidence or accommodation
FPosihion
Date of employment and resignation, if any
Gross monthly salary without fnnge benehts
Fringe benefits stated in the employvment contract
2- Keep records ofthe following information in the documents of all payments to employees:
&- Tatal monthly salary without finge henefits paid to emplovees
B- Detaled imformation on incidental expenses that are not subjectto fnnge henefits such as
overtime, retmbursement and other payments or bonuses

C- Payment to social welfare fund as required by the Labour Law

[- Monthly tazable salary of employee that 15 subject to tax on salary under new Article 47
(thres) of the Law on Taxation

E- Withholding tax under new Article 47 (three) of the Law on Taxathion

5- Keep records of fnnge henefits paid to employees by clearly stating the type and value of
fnnge henefit,

4- In case the emplover buys fringe benefits for the benefit of emplovees, the emplover shall
mantain the invoice or the fnge benefit purchase contract 1n the accounting doouments of
the enterpr se,

5- Keep records of the following informaton in the list of salary and fninge benefits of each
employes:

A~ Gross remuneration of emplovees that 15 subject to taz on salary

BE- Tax base to be wathheld under new Article 47 (three) of the Law on Tazation

C- amount ofwathholding tax LT
C- Value of finge bhenefits provided, / e €Y
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Article 22 Submission of tax return and tax payment
The payment of tax on salary and finge benefits tax withheld shall submut tae retums and pay the
tazes withheld by the emplover to the Tax Administration as per the form set out by the Tax
Administration no later than the 20® of the following month,

Tax retumns may be reviewed and he subject to tax re-azsessment, 1Fany. In case the employer
fail s to submmit tax return on tax on salary, the Tar Administrabion may assess the tax unilaterally.

Chapter 6
Final Provisions

Article 23 Abrogation
Prakas 1173 MoEF PD.BriK dated 31 December 2003 on Tax on Salary and all regul ahons contrary
to this Prakas shall be abrogated.

Article 24 Implementation

Mimster Attached to the Prime Mimster, Chief of Cabinet, Secretary General, Royal Delegate in
charge as Director General of General Departments or Director Generals of all General
Departient, Inspector General of General Inspectorate and heads of units under the supervision
of the Ministry of Economy and Finance shall be in charge of implementing this Prakas as per
their respective duties from the date of signatore.

Fhinom Penh, 08 September 2021
Deputy Prime Minister,
Minister of Economy and Finance

(stgned and stamped)
Akkahariditsapeccha Aun P ornm onir oth

Recipients:

- Uffice of the Counail of Mimsters

- Cabinet of Samdech Alde Woha Sena Padet Techo Prame Wimster

- Cabinet of Samdech, Excellency, Lok Chumteaw Deputy Pnme Nimster
- WMicipal and Prowncial Halls

- A5 in Article 24 “for implementati on”

- F.oyal gazettie
- Archives
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