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Chapter 1: General Provision (4 Articles)
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Chapter 2: General Principle (4 Articles)
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Chapter 3: Methods for allocation of incomes and expenses among related parties (13

Articles)
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Chapter 1: General Provision
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v" Article 3: Scope
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“The scope of this Prakas covers every business transaction among two or more

%-

related parties whom at least one party Is a resident taxpayer”.
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* The term “Related Party” refers to
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A. Any member of the taxpayer’s relative
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B. Enterprise which controls or is controlled by or is under common control with, the taxpayers. The term

%
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“Control” means ownership of 20 percent or more in the value or voting right of the equity interest in the

enterprise. To determine the degree of control of a taxpayer who is physical person, shall taken into

consideration all equity interest owned by the taxpayers and owned directly or owned indirectly by spouse

of taxpayer.
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* The term “Arm’s Length Principle” refers to the principle for determining the price
of transactions under the same or similar conditions that are conducted between
Independent enterprises in order to compare with price of any transaction that is

conducted between related parties. For the purpose of this Prakas, the price

determined under the Arm’s Length Principle shall be called “Arm’s Length Price”.
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* The term “Controlled Transaction” refers to transactions between related parties that are
normally pre-arranged. For the purpose of this Prakas, every transaction with a party
that occurs within a country that has lower tax jurisdiction than the Kingdom of

Cambodia shall be deemed as controlled transaction.
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* The term “Uncontrolled Transaction™ refers to transactions that are not
controlled transaction and are arranged by an independent enterprise. For the

purpose of this Prakas, the term “independent enterprise” refers to physical

person or legal person that is not a related party.
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Under the arm’s length principle, in order to determine comparability, compare the conditions

between controlled transactions and transactions of independent enterprises.
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The arm’s length range is the range of relevant financial indicators (ex. price
or profit level) obtained from implementing transfer pricing methods.
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A controlled transaction will not be adjusted, If the relevant financial indicators

obtained from the controlled transaction was tested with a proper transfer pricing method
that 1s within the arm’s length range. In contrast, financial moderator in a controlled

transaction that is outside arm’s length range will be adjusted according the median of the

arm’s length range.
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Chapter 3: Methods for Allocation of Incomes and Expenses among related parties

v [umi 90+ 1% “BHI Comparable Uncontrolled Price (CUP)
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[UMI 96+ 1% “m6” Profit Split Method (PS)
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Article 15 Important points to consider for intangible assets
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Article 16 Determination of intangible asset ownership among related

parties
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Article 17 Intra-Group Services
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Taxpayers must issue invoices for every business transaction, and record, document, and
maintain accounting records, legal documents and other financial documents as determined by
provisions on taxation, which shall be provided to the tax administration as required. Said
accounting records, legal documents and financial documents must be kept for a duration of 10

years, counting from the end of the tax year.
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Not limited to the following, taxpayers that have transactions with related parties will have

the obligation to fully prepare the following information:
n.AANRGIFILAINMN RRUANAES
General information on the enterprise and related party
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Information on operation of the enterprise
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Information on the transfer pricing method
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Taxpayers are required to complete annual Tax on Income returns that contain
certain information relevant to the transactions between related parties and are
required to provide all documents as stated in paragraph 2 of this article to the tax

administration as required.
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Article 19: Penalty
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Without considering other penalties, for failing to implement obligations as stated in article 18 of

this Prakas, the taxpayer’s certificate of tax compliance will be withdrawn or be re-evaluated and

taxpayer will face penalties as stated in article 133 of the Law on Taxation.
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If necessary, the tax administration can bring charges and demand punishment for
criminal violation of the provisions on taxation as stated in article 134 to article 138 of the Law

on Taxation.
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