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Foreword

The banking sector in Cambodia is playing an important role in contributing
to economic development through the mobilization and allocation of previously
unproductive financial resources to fulfill the financial needs of the manufacturing
and services sectors.

Matching savings to investment and economic growth, the banking sector must
develop in line with private sector development in order to sustain the economic

growth pace, a measure regarded by Royal Government of Cambodia as essential for
poverty reduction.

Since the 1990s, a legal framework for the banking sector has been established.
At that time Prakas, directives, circulars and regulations were issued to facilitate
the smooth functioning of this sector. As a result, in recent years the banking and
financial sectors have developed rapidly, reflected through the banking intermediation
of mobilizing financial resources to support the manufacturing and services sectors.
This is clear evidence of the subsequent increase of public confidence in Cambodia’s
banking and financial sectors.

We at the National Bank of Cambodia understand that a compilation of
these regulations is essential for bankers, auditors, students and investors who are
willing to get a better understanding of the comprehensive and centralized legal
framework and regulations for Cambodia’s banking sector. As for the evolution of
the banking sector, all laws and regulations have been issued and updated by the

National Bank of Cambodia into the textbook of Laws and Regulations Applicable
to Banks and Financial Institutions.

I hope and believe that the Laws and Regulations Applicable to Banks and
Financial Institutions textbook truly provides considerable benefits to bankers,
auditors, students, and investors in their research studies aimed at a better understanding
of the legal framework and regulations of the banking sector in Cambodia.

I would like to thank the working team for their hard work in compiling this
textbook.

Governor

Chea Chanto
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A. Laws Applicable to Banks
and
Financial Institutions



Law on the Organization and Conduct of the National Bank of

Cambodia

26 January 1996

As amended by the law on “Amendment Article 14 and Article 57 of the Law on the
Organization and Function of the National Bank of Cambodia’, NS/RKM/1206/036,
dated December 29, 2006.

Title I. General Provisions

Article 1. The National Bank of Cambodia is the “Central Bank” which is an
autonomous public entity of a commercial and industrial nature.
Article 2. The Central Bank is a legal entity with full jurisdiction and shall have the

capacity to:

1. Lend, borrow and enter into all other contracts
2. Institute legal proceedings and be subject to such proceedings: and
3. For the purpose of its business, acquire, hold, and dispose of property

whether movable or immovable.

Article 3. The principal mission of the Central Bank is to determine and direct the
monetary policy aimed at maintaining price stability in order to facilitate economic
development within the framework of the Kingdom's economic and financial policy.
Article 4._In order to accomplish its mission and to implement this law The Central Bank

is empowered to issue decisions, regulations, circulars, and other instructions.

Article 5. The Central Bank shall publish on a regular basis its monetary policy
objectives (money-credit-exchange-interest rates) and statistics, including with respect to

the money supply, prices, credit, the balance of payments and foreign exchange.



Article 6. The head office of the Central Bank shall be in Phnom Penh. The Central Bank
may establish branches and agencies in the Kingdom and representative offices in other
countries after obtaining the approval of its Board of Directors.

Title I1. General Functions and Duties
Article 7. The Central Bank shall have the following functions and duties:

1. To determine monetary policy objectives, in consultation with the Royal
Government and consideration of the framework of the economic and
financial policy of the Kingdom;

2. To formulate, implement and monitor monetary and exchange policies
aimed at the determined objectives;

3. To conduct regular economic and monetary analysis, make public the
results, and submit proposals and measures to the Royal Government;

4. To license, delicence, regulate and supervise banks and financial
institutions and other relevant establishments such as auditors and
liquidators;

5. To oversee payments systems in the Kingdom, and to enhance interbank
payments;

6. To act as the sole issuer of national currency of the Kingdom ;

7. To undertake and perform, in the name of the Kingdom, transactions

resulting from the participation of the Kingdom in public international

institutions in the banking, credit, and monetary spheres ;

To establish the balance of payments ;

To participate in the management of external debt and claims ;

0. To participate in the formation and supervision of the money and financial

markets ;

11. To licence, delicence, regulate and supervise all those operating in the
securities and foreign exchange markets, the market for precious stones
and precious metals ;

12. To set interest rates.

= © ©

Article 8. The Central Bank may open accounts on its books on behalf of :

« State agencies and instrumentalities of the central government notably the
National Treasury ;
« Banks and financial institutions licensed by the Central Bank;

« Foreign central banks, and public international financial institutions.

The Central Bank may not open accounts for enterprises, including those owned
by the State.



Title 111. Autonomy of the Central Bank

Article 9. To accomplish its mission the Central Bank shall be permanently empowered
and shall have operating autonomy and shall submit reports of the implementation and
results of its mission to the National Assembly and the Royal Government.

The Governor of the Central Bank may address meetings of the Council of
Ministers at the invitation of the Royal Government. The Minister or the Secretary of
State of the Ministry of Economy and Finance may address meetings of the Board of
Directors of the Central Bank at the invitation of the Board.

The Governor or members of the Board shall appear before the National
Assembly or standing committee thereof to explain the policies of the Central Bank or to

comment on proposed legislation, at the request of the National Assembly.

Article 10. At the end of each half year period the Central Bank shall deliver to the
National Assembly and to the Government:

e An assessment in general terms of the economic and financial condition of
the Kingdom and a description of, the monetary and exchange policies that
the Central Bank proposes to follow during the next semester and for such
longer period of time as the Central Bank may decide;

e A rreview and assessment of the implementation of monetary and exchange
policy during the period to which the last preceding semester statement
relates.

Article 11. In addition to the above reports the Central Bank shall submit reports to the
National Assembly and to the Royal Government on request.

Title 1V. Management of the Central Bank
Article 12.

1. The managing organ of the Central Bank is the Board of Directors (herein after
referred to as the Board). The Governor shall be Chairman of the Board. The Board shall
consist of 7 members, including the Governor, the Deputy Governor and 5 other

members, one being a representative of the head of the Royal Government, one a



representative of the Ministry of Economy and Finance, one a member from the real
economy, one an academic and one the representative of the National Bank staff.
The Governor and the Deputy Governor, shall not be a public servant, a person serving as
adviser of a public entity, or a member of the Royal Government, or a member of the
National Assembly during their term of office. The above restriction also applies to all
other members except the representatives of the head of the Royal Government, the
Ministry of Economy and Finance, and the academic who may maintain their civil

service status.
2. The Board shall be responsible for :

o establishing the policies for the operation of the Central Bank;

o issuing decisions, regulations, circulars and other directives to
govern the business of the Central Bank;

o establishing internal rules and regulations;

o establishing staff statute;

o establishing departments of the Central Bank;

o establishing an audit committee;

o establishing a staff training committee.

2. The Governor shall serve as the chief executive officer of the Central Bank and
be Responsible to the Board for the execution of its policy. The Governor shall be
responsible for the conduct of the business of the Central Bank and have authority to act
in all matters that are not, by this Law or other relevant regulations specifically reserved
to the Board. The Governor shall appoint the officers and staff of the Central Bank, and

make proposals to the Board on the salaries and benefits for senior staff.

3. The Deputy Governor shall exercise such powers and carry out such duties as
the Governor may determine. In the absence of the Governor, the Deputy Governor shall

act as Governor.

Article 13. The Governor and the Deputy Governor shall be appointed, replaced and

dismissed by a royal decree on the recommendation of the Royal Government.



All other members of the Board shall be appointed, replaced and dismissed by sub
decree. These members shall be selected from a list prepared by the Governor with the

names of three candidates for each post.

Article 14. [As amended by law NS/RKM/1206/036 dated December 29, 2006]

1. The members of the Board shall be persons of recognized experience or
standing in economic and financial matters and shall be no more than sixty five years of
age. They shall be appointed for a period of 4 years and shall be eligible for re-
appointment. Other than for the Governor, Deputy Governor and the National Bank staff
representative, two of the board members, chosen by lot, shall serve for 2 years, from the
date of appointment of the first board.

Members of the Board and their family members must not be shareholders of any

bank and financial institution regulated by the Central Bank.
2. A member of the Board shall cease to hold office if he or she:

a. is convicted of a criminal, administrative offence or a breach of

economic or commercial law;

b. is determined by the Board to have violated the prohibitions of Articles
15 and 16 of this Law;

c. is absent for four consecutive meetings, unless due to illness, or in the
case of force majeure recognized by the Board:;

d. resigns by written notice;
e. is physically or mentally incapacitated from performing his or her duties;
f. is determined to be bankrupt by the courts.

3. Board meetings shall be held not less than once every two months.

4. Board members shall receive an attendance allowance the amount of which
shall be fixed by the Board.



5. The Governor and Deputy Governor shall receive base remuneration from the

Central Bank in the same amount as a member of the Royal Government.
Article 15.
1. No officer, employee, or member of the Board of the Central Bank shall :

o receive any benefit related to commercial, financial, agricultural,
industrial, or other business interest;

o accept directions from these interests in respect of duties to be
performed under the law;

o put themselves in a position where their interest conflicts with their
duties;

o receive any gift or advantage for themselves or persons with whom
they have family, business, or financial connections that diminishes

their honesty in their conduct of their duties.

2. Board members shall fully disclose to the Board their significant commercial,
financial, agricultural, industrial, or other business interests with which they or members
of their immediate family may have, directly or indirectly, at any time, and shall refrain
from voting on any matter related thereto. However, they may be qualified to constitute a

quorum in accordance with the internal procedures of the Board.

Article 16. Except when under the provision of any law, or when required to do so by
any court of law, officers, employees and members of the Board of the Central Bank shall
not disclose to any person any material information relating to its confidentially

professional affairs which they have acquired in the performance of their duties.

Title V. Capital, Income Allocation, Budget

Article 17.

1. The Central Bank shall have capital in an amount to be determined by sub

decree. The amount of capital may be changed when deemed necessary. All the capital



shall be subscribed and held exclusively by the Royal Government and shall not be

transferable or subject to encumbrance.

2. Whenever the value of the National Bank's assets on its balance sheet fall
below the sum of its liabilities the Royal Government shall transfer within sixty days of
publication of such balance sheet to the Central Bank, its government securities to
remedy the deficiency. The securities shall be negotiable and shall bear interest at the

refinancing rate.

Article 18. The net income of the Central Bank for each financial year shall be
determined by the Bank after allowing for the expense of operation of that year and after

providing for:

1. Risks, depreciations, and amortization of assets;

2. a contribution to a pension fund, the amount of which to be fixed by the
Board;

3. a General Reserve equal to 20% (twenty percent) of net profit after
deduction of the amounts in 1. and 2. above;

4. the redemption of government securities held by the Central Bank;
investment of a collective fund for the Central Bank to be determined by
the Board.

Article 19. Any balance of net income shall then be transferred to the National Budget

after deduction of:

e 5% (five percent) for the personnel, excluding the Board;

e 0.5%(zero point five percent), for the board members.

Article 20. All proposed expenditure of the Central Bank shall be reported in an annual
budget to be approved by the Board of the Central Bank and submitted for information to

the Royal Government and the National Assembly.



Title VI. Financial Relations with Public Entities
Article 21.

1. The Central Bank shall be the sole depository, in the national currency, for the
National Treasury. The Central Bank shall receive from the National Treasury and
disburse on its behalf, moneys and keep account thereof. Any charges to be levied by the

Central Bank for these services shall be agreed by both parties.

2. The foreign exchange receipts of the Treasury shall be sold to the Central Bank
and the counter value shall be credited to the central account of the National Treasury in

national currency at the prevailing exchange rate.

Article 22. The Central Bank shall be the advisor on monetary and financial matters to
the Royal Government

It is the duty of the Central Bank to inform and advise the Royal Government
concerning any matter which in its opinion is likely to affect the achievement of its
objectives.
Article 23.

1. The Central Bank shall assist in the debt management of the Royal government
or public entities by conducting securities operations, including advising on the timing of

securities issues and promoting the development of money and capital markets.

2. The Central Bank may agree to act as the agent of the Royal Government or

public entities for the following transactions:

o marketing of securities issued by the Royal Government or by a
public entity, and acting as a registrar and transfer agent therefor;

o payment of principal, interest and other charges, on such securities.

3. The compensation to be paid to the Central Bank for the transactions described
in subparagraph (2) shall be as agreed between the Central Bank and the Royal

Government or public entity concerned.



Article 24. The central Bank shall not directly or indirectly extend credit to the Royal
Government, including by the purchase in a primary issue of securities issued or
guaranteed by the government or by public entities, except in accordance with the

provisions of this Title.

Article 25. The Central Bank may temporarily extend credit to the National Treasury at

the refinancing rate and a maturity not exceeding three months.

1. For each suextension of credit, there shall be a credit agreement between the
Central Bank and the borrower, which shall specify the amount of the credit, its maturity,

and the interest rate.

2. Such extensions of credit shall be certificated by negotiable government

securities delivered to the Central Bank.

3. The aggregate amount of the outstanding extensions of credit and holdings of
securities described under Articles 24 for each financial year shall not exceed 10% (ten
percent) of the ordinary domestic budgetary revenues, excluding grants and proceeds

from the sale of assets, for the previous financial year.

Article 26. The Central Bank may purchase, sell or repurchase government securities
maturing within 90 days which have previously been publicly issued, in open market

operations, or in discount operations for, or extensions of credit to, financial institutions.

Article 27. The Royal Government shall consult the Central Bank every year before the
budget is finalized with a view to establishing the total amount of credit which the Royal
Government and public entities may seek to secure from the Central Bank within the

limits prescribed by Article 25.

Article 28. The Central Bank shall participate in the management of both domestic and

foreign public debt, including the issue of guarantees in favour of creditors.



Title VII. Exchange Arrangements and Policy

Article 29. The Central Bank shall, in consultation with the Royal Government and in
consideration of the framework of the economic and financial policy of the Kingdom,
determine and implement the Kingdom's exchange arrangements and policy.

Article 30.

1. The Central Bank shall maintain and manage an external reserve consisting of

the following:

o monetary gold,;
o foreign exchange in the form of bank notes or coins and bank
balances held abroad,;
o any internationally recognized reserve asset, including:
= the entitlement to make reserve tranche purchases from the
International Monetary Fund;
= the Kingdom's holdings of special drawing rights(SDR);
o hills of exchange and promissory notes denominated in such
foreign currencies payable at any place outside the Kingdom;
o treasury bills issued by foreign governments;
o securities issued or guaranteed by foreign governments or

international financial institutions.

2. The Central Bank shall maintain the international reserve at a level adequate for

the international transactions of the Kingdom.

3. The Central Bank shall submit a report to the Royal Government when the
official external reserve has declined or may decline so as to jeopardize its adequacy,
including an account of the causes and recommendations on measures necessary to
remedy the situation. The Central Bank shall make further regular reports to the

Government until the situation is remedied.

-10 -



4. The Central Bank shall be the depository of the official external assets of the
Kingdom and is authorised to designate such agents as international financial institutions

or foreign central banks or foreign commercial banks with which these assets may be held.

Article 31.

1. The Central Bank regularises the domestic exchange rate and to this effect is

authorised to:

o buy, sell or deal in gold coins or bullion or other precious metals
and precious stones;

o buy, sell or deal in foreign currencies using for these purposes any
of the instruments commonly used by bankers;

o purchase and sell treasury bills and other securities issued or
guaranteed by foreign governments and public international
financial organizations;

o open and maintain accounts at banks and public international
financial organizations abroad,;

o pen and maintain accounts and act as agent or correspondent for
foreign central banks, foreign governments, foreign government's
agencies, and public international financial institutions;

o determine the rate at which it will buy, sell or deal in foreign
currencies;

o establish limits on the net foreign exchange position of commercial
banks and non-bank foreign exchange dealers;

o issue regulations in relation to foreign exchange transactions and in
respect of transactions in gold, other precious metals and precious
stones;

o declare the official foreign exchange rates for the riel in relation to
other currencies, and

o participate in international financial agreements on behalf of the

government.
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2. The Central Bank may not provide to third parties guarantees which have the
effect of fixing future rates of foreign exchange and may not authorise or engage in
multiple currency practices.

Article 32.

1. Any net gains in any financial year of the Central Bank arising from any
change in the book value of the Central Bank's assets or liabilities denominated in
currencies or units of account other than domestic currency, shall be credited to a Special
Reserve Account.

2. Any net losses in any financial year of the Central Bank arising from any such
change shall be set off against any credit balance in the Special Reserve Account and, if
such balance is insufficient to cover such losses, the National Treasury shall issue to the
Bank negotiable securities at the refinancing rates of interest to the extent of the

deficiency.

3. Neither net gains nor net losses referred to in this article shall be included in the

annual income statement of the Central Bank.

4. Any credit balance in the Special Reserve Account at the end of each financial
year of the Central Bank shall be applied to the redemption of any securities issued under
the provisions of paragraph 2 of this article.

5. No adjustments shall be made to the balance of the Special Reserve Account

other than in accordance with the provisions of this article.
Title VIII. Relations with Financial Institutions

Article 33. The Central bank shall be exclusively responsible for the licensing,
delicensing and supervision of banks and financial institutions subject to the banking law
and the supervision of other institutions as stated in Article 7 of this law. To that end, the

Central Bank shall be empowered:
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1. to issue such decisions, regulations, and other directives and to take such other
actions as it shall deem necessary in order to execute its powers and responsibilities under
Title Il of this law, through proper licensing and delicensing thereof and supervisory

standards and enforcement procedures;

2. to appoint at its discretion, its officers or any other qualified person to regularly
inspect any bank or financial institution and to examine its books, records, documents

and accounts;

3. to require an officer, or employee of a bank or financial institution to furnish to
the Central Bank such information as requested for the purpose of supervision and

regulation;

4. to take remedial actions or sanction according to the existing laws if there has
been an infraction by a bank or financial institution of its officers or employees with

respect to:

o the violation of a provision of the existing laws or regulations of
the Central Bank;

o the breach of a fiduciary duty; or

o failure to follow monetary policy measures or prudential

regulations.

Article 34. The Central Bank may open accounts for and accept deposits from banks and
financial institutions doing business in the Kingdom under such terms and conditions,

including the payment of interest and the establishment of charges as it may determine.

Article 35.

1. The Central Bank may prescribe, by publication or by written notice to the
main office in the Kingdom of each bank or financial institution, the maintenance of
required reserves. Such reserves shall be maintained by way of cash holdings or by way

of special deposits in current accounts with the Central Bank.
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2. The Central Bank shall prescribe the same reserve ratios for similar liabilities.
The total amount of reserves which financial institutions are required to hold shall be

fixed relative to deposit and other similar liabilities with clients.

Any such prescription of, or increase in the required reserve ratios shall be
effective one month after written notice has been given to banks and financial

institutions.

The Central Bank may exclude certain classes of financial institutions from

maintaining reserves.

3. The Central Bank may impose on any institution which fails to maintain
required reserves a charge at the rate of 1/10 (one-tenth) of the latest refinancing rate set
by the Central Bank per day on the deficiency. Such charge may be recovered by

deduction from any balance of the institution with the Central Bank.
Article 36.

1. The Central Bank shall determine the procedure and purchase or repurchase

from, sell to, discount and rediscount for banks and financial institutions:

a. bills of exchange and promissory notes drawn or made for bona
fide commercial, industrial or agricultural purposes, bearing two or
more good signatures one of which must be that of a commercial
bank and maturing within 90 days from the date of their acquisition
by Central Bank; however, provided that bills of exchange and
promissory notes drawn or made for the purpose of financing
seasonal agricultural production or marketing of crops may mature
within 210 days from the date of their issuing;

b. any government securities forming part of the public issue and

maturing within 90 days from the date of their acquisition;
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c. any private negotiable claims on the money market as well as all
bankers claims bearing creditworthy signatures and appearing on a
list recognised by the Board,

d. the Central Bank's own securities.

2. The Central Bank shall fix and publicly announce its minimum rates for
rediscounts, advances, repurchases or loans. It may establish differential rates and

ceilings for various classes of such transactions or maturities.

Article 37. The Central Bank may grant to commercial banks advances on their current

account which are secured by government securities or government guaranteed securities.

Article 38.

1. Each financial institution shall comply with the written directives that the
Central Bank may issue to it, collectively or on an individual basis, concerning its
balance sheet accounts, off-balance-sheet commitments, and income and expense

statement items; provided, however, that such directives may specify only:

o the minimum capital
o the minimum amount of net worth of a financial institution

o prohibitions, restrictions, or conditions and other notifications.

2. Banks and financial institutions that engage in similar activities and that are in

comparable financial condition shall be subject to similar regulations.
Article 39.

1. A bank or financial institution must furnish to the Central Bank such
information and data as the Central Bank may require for the discharge of its functions

and responsibilities.

2. The Central Bank may publish such information and data in whole or in part in
aggregate form for classes of banks and financial institutions determined in accordance

with the nature of their business, whilst maintaining business confidentiality.
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3. The Central Bank shall be responsible for promoting interbank services such as

risk centralisation and unpaid loans.

Article 40. In cooperation with commercial banks, The Central Bank may establish a
clearing house for the prompt and efficient clearing and settlement of interbank
payments.

Title IX. Currency

Article 41. The monetary unit of Cambodia shall be the riel and shall be divided into ten
kac and the kac divided into ten sen. The symbol of the riel shall be (¥).

Article 42. The Central Bank shall have the sole right to issue notes and coins
denominated in riel, kac and sen.

Article 43.

1. Notes and coins issued by the Central Bank and not withdrawn from circulation
shall be legal tender within Cambodia and notes shall be valid for payment of unlimited

amount, and coins shall be legal tender for limit amounts to be fixed by the Central Bank.

2. Payment of a sum exceeding a certain amount to be set by the Central Bank
may or shall be made by bank entry.

Article 44.

1. The Central Bank shall be responsible for the printing of notes, the minting of
coins and related matters, such as the security and movement of unissued notes and coins,
and for the custody and destruction, where necessary, of plates, dies and retired notes and
coins.

2. The Central Bank shall determine by regulation the various characteristics
notably the face value, measures, weights, designs and other features of notes and coins
to be printed or minted.

Article 45. With the consent of the Royal Government the Central Bank is authorised to
decide to call in and withdraw from circulation, any notes or coins that it has issued on
payment of the face value thereof by issuing in exchange therefor other notes or coins;

the decision shall be issued in the form of a regulation of the Central Bank and shall
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specify the period during which the notes and coins must be presented for exchange and

the offices of the Central Bank where they are to be so presented.
Article 46. At the end of the exchange period referred to in Article 45:
1. notes and coins called for in exchange shall, cease to be legal tender;

2. the aggregate amount of notes or coins called in but not presented for exchange
shall be deducted from the amount of currency in circulation on the books of the Central

Bank and shall be treated as revenue of the Central Bank.

Article 47. Upon surrender by any person to the Central Bank of any notes or coins
which it has issued, the Central Bank shall exchange on demand and without charge such

notes or coins for other notes and coins of equivalent value.

Article 48. Any reproduction of notes, coins, checks, securities, or payment cards,
whether denominated in riel kac or sen or in a foreign currency, and the creation of any
objects that by their design imitate notes, coins, checks, securities or payment cards is

forbidden without prior written authorisation from the Central Bank.

Article 49. The Central Bank shall directly administer the currency reserve inventory,
make issue plans, and ensure the regular supply of notes and coins, in order to meet the

Kingdom's currency requirements in quantity and quality.

Article 50. The Central Bank shall withdraw unfit currency which shall be destroyed, and

replaced with notes and coins.

Article 51. The Central Bank may decline to exchange notes or coins if their designs are
illegible, misshaped or perforated, or if more than 30% ( thirty percent) of their surface
has been lost. Such currency shall be withdrawn and destroyed without indemnity to the
owner, except that, in special cases, the Central Bank may determine whole or partial

compensation.

Article 52. Counterfeit notes included in deposits or presented for exchange shall be

seized without compensation and reported to the competent authorities.
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Article 53. The Central Bank shall not be required to provide any compensation for notes
and coins that were lost or destroyed; it may confiscate without compensation any notes
that have been altered in their external appearance, in particular notes that have been
written on, painted on, overprinted, stamped or perforated, or to which adhesive matter

has been applied, or which have been defaced in any other way.

Article 54. The aggregate amount of circulating notes and coins shall be recorded in the
Central Bank accounts as liabilities, and will not include notes and coins in the currency

reserve inventory.

Title X. Accounts and Audit

Article 55. The financial year of the Central Bank shall commence on January 1 and end

on December 31 of the same year.

Article 56. The Central Bank shall:
1. keep books of account and other books and records in which shall be recorded
all its financial transactions, which reflect accurately its financial condition in accordance

with generally accepted accounting principles applicable to central banks;
2. prepare and publish a monthly summary statement of its activities;

3. within six months after the close of each financial year, submit to the
Government and the National Assembly a copy of its annual accounts together with a

report on its operations and on monetary and economic conditions during the year.

Article 57. [As amended by law NS/RKM/1206/036 dated December 29, 2006]
The financial records of the Central Bank shall be verified by the Board of the
National Bank of Cambodia and the National Audit Authority.
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Title XI. Miscellaneous Provisions

Article 58. The assets, property, income operations and transactions of the Central Bank

shall be exempt from all duties and taxes.

Article 59. The Central Bank shall not make equity investments in banks or financial
institutions or in industrial or commercial enterprises; however, provided that the Central
Bank may make equity investments in an aggregate amount not exceeding 5% (five per
cent) of its capital and reserves in enterprises whose activities are relevant to the Central
Bank function such as appraising, collateral control, data processing and data
transmission, financial printing, clearing of payments, courier services, or liquidating
property.
Article 60. The Central Bank shall not acquire by purchase, lease or otherwise any real
right in or to immovable property except insofar as it is necessary for the conduct of its
business and requirements incidental to the performance of its functions and to carry out
its social responsibilities towards its staff.

Nothing in this section shall prevent the acquisition by the Central Bank in the
course of satisfaction of debts due to it of any interests referred to in Article 59 or in this

article.

Article 61. All decisions, regulations, circulars, and other directives issued by the Central
Bank that are intended for general application to banks and financial institutions shall be
published in the Journal Official of the Kingdom and shall take effect on the date of such
publication or on such later date as such decisions, regulations, circulars and other

directives shall specify.

Article 62. For the purpose of implementing the provisions of this law, the Central Bank

may institute civil actions ancillary to criminal actions at any stage of the proceedings.

Article 63. The limitation on credit in subparagraph 3 of Article 25 of this law shall

apply to credit extended after the effective date of this law.
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Title XII. Penalties

Article 64. Any person who does not accept payment in currency that is legal tender in

the Kingdom shall be liable for a fine of 100 times the amount of the payment.

Avrticle 65. Any person who counterfeits coins or bank notes which are legal tender in the
Kingdom, or which are legal tender in a foreign State, shall be liable to imprisonment
from 20 years to life.

Such materials or tools shall be confiscated and retained as state property or destroyed.

Article 66. Any person who knowingly conveys, distributes or retains for distribution any

counterfeit coins or bank notes shall be liable to imprisonment from 10 to 20 years.

Article 67. Any person who uses or retains, without an authorisation granted by the
Central Bank, materials or tools which are ordinarily used for minting coins or printing
bank notes shall be liable to imprisonment from 5 to 10 years. Such materials or tools

shall be confiscated and retained as state property or destroyed.

Article 68. Any person who receives counterfeit bank notes or coins, believing they are
legal tender, and who distributes such notes and coins after learning they are counterfeit,
shall be liable for a fine of 100 times the amount involved.

Article 69. For the purposes of the administration of this law and in the proper
performance of its functions under this law, the Central Bank may call for such
information as it may require from any person, including from any bank or financial
institution and its affiliates.

Any person who fails to supply any information called for by the Central Bank
under this article or who knowingly supplies any false or misleading information shall be

guilty of an offense and liable for a fine from 1,000,000.00# (one million riels) to

10,000,000.00% (ten million riels) and/or imprisonment from 1 to 5 years.

Article 70. Any person who manages a bank or financial institution, or engages in
operations of banking nature including credit operations, brokering or dealing in foreign
exchange, or the receipt of moneys or effecting means of payment, share dealing, trading
in gold, precious metals, precious stones, without being granted a required authorisation
by the Central Bank therefor, shall cease operations upon an injunction of the Central
Bank.
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Otherwise such person shall be liable for a fine from 1,000,000.00% (one million)

to 10,000,000.00% (ten million riels) and/or to imprisonment from 1 to 5 years.

Article 71. Any person who violates Article 15.1 and Article 16 of this Law shall be

liable to a fine from 1,000,000.00% (one million) to 10,000,000.00% (ten million riels)
and/or to imprisonment from 1 to 5 years.

Title X111 Concluding Provisions

Article72. All provisions contrary to this law are hereby repealed.

Signature: NORODOM SINHANOUK
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Law on Foreign Exchange

22 August 1997

Title I: General Provisions

Article 1. Any foreign exchange operations and, in general, any operations carried out

between residents and nonresidents are subject to the present law when they related to:

« payments for commercial transactions,
o transfers or

o capital flows, including investments.

Article 2. For the enforcement of this law, the following shall be considered as foreign

exchange:

e payment instruments or securities denominated in foreign currency,

e raw gold, raw precious metals, uncut precious stones.
Article 3. The following shall be considered as residents:

e individuals, regardless of their nationality, who have had their main
professional activity or their main residence in the Kingdom of Cambodia
for a period of and over one hundred and eighty two days (182 days), with
the exception of foreign civil servants on diplomatic or similar assignments,

o legal entities incorporated under local law and branches of legal entities
incorporated under foreign law that are established in the Kingdom of
Cambodia,

e any Cambodian civil servants on foreign assignments, regardless of the

length of their stay.
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Article 4. The following shall be considered as nonresidents:

« individuals of Cambodian nationality, who have had their main professional
activity or their main residence abroad for a period of and over one hundred
and eighty two days (182 days),

o foreign individuals, who have had their main professional activity or their
main residence in the Kingdom of Cambodia for less than one hundred and
eighty two days (182 days),

o legal entities, incorporated under local law, establish abroad and overseas
branches of legal entities incorporated under local law,

« foreign civil servants on diplomatic or similar assignments in the Kingdom

of Cambodia.

Title 11: Bank Intermediation

Article 5.

1. There shall be no restrictions on foreign exchange operations through book entry
including purchases and sales of foreign exchange on the foreign exchange market,
transfers, all kinds of international settlements, and capital flows in foreign or domestic
currency, between Cambodia and the rest of the world or between residents and
nonresidents. However, such operations shall be undertaken solely through authorized

intermediaries.

2. Only banks permanently established in the Kingdom of Cambodia shall be

considered as authorized intermediaries.

3. Authorized intermediaries shall be required, under conditions established by
regulations, to provide the Central Bank on a regular basis with periodic statements, by
type of transfers or settlements and of outflows and inflows of capital carried out between
the Kingdom of Cambodia and the rest of the world, according to the time set by the
Central Bank.

3. Any export of cash in foreign currency by authorized intermediaries shall be

subject to prior declaration to the Central Bank.
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4. The manual money changers who have fixed or moving counter may exercise

their exchange transactions with the prior authorization of the Central Bank.

Article 6. In case of foreign exchange crisis, the Central Bank may issue regulations to be
implemented for a maximum period of 3 months, imposing certain temporary restrictions
on the activity of authorized intermediaries, particularly on the transactions stated in
Acrticle 5 of the present law, or their foreign exchange position, or any loans in domestic
currency extended to nonresidents. In case of having to prolong the scheme, the Central
Bank together with the Ministry of Economy and Finance shall submit a request to the

Head of the Royal Government for approval.

Article 7. Residents may hold foreign currencies freely, both in form and location of such
holdings inside the country. Nevertheless, in case of foreign exchange crisis, the Central
Bank may issue regulations to be implemented for a maximum period of 3 months,
suspending temporally the enforcement of this provisions. In case of having to prolong the
scheme, the Central Bank together with the Ministry of Economy and Finance shall submit

a request to the Head of the Royal Government for approval.

Title I11: Current Operations

Article 8. Exporters or importers of goods and services shall make payments for their
commercial transactions with the rest of the world through authorized intermediaries.
Article 9. Authorized intermediaries may be required by the Central Bank to submit proof
of payment for imports by banker’s order in support of their applications to purchase
foreign exchange, and later be also required to provide various administrative evidence
confirming the entry of goods into the country.

Article 10. Since the collection is made, the proceeds from export of goods or services
shall be credited to the exporter’s account with the domiciled bank in accordance with
Article 8 of the present law.

Article 11. Counterpart funds in domestic currency from the local marketing of products
imported on the basis of external borrowings or grants must be credited to the National
Treasury’s account with the Central Bank, in accordance with procedures to be defined by

mutual agreement between the National Treasury and the Central Bank.
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Article 12. Residents may hold foreign currencies freely, both in form and location of such
holdings inside the country. Nevertheless, in case of foreign exchange crisis, the Central
Bank may issue regulations to be implemented for a maximum period of 3 months,
suspending temporally the enforcement of this provisions. In case of having to prolong the
scheme, the Central Bank together with the Ministry of Economy and Finance shall submit
a request to the Head of the Royal Government for approval. The import or export of raw
gold, uncut precious stones or other raw precious metals shall be free, in accordance with
point 1 of Article 5 of the present law, however, shall be subject to prior declaration to the
Central Bank if the value of each transaction equals or exceeds ten thousand US dollars
(USD 10,000).
Article 13. The export or import of the means of payment equaling or exceeding ten
thousand US dollars (USD 10,000) in foreign exchange or the equivalent amount in
domestic currency by a traveler shall be declared to the customs officers at border
crossings of the Kingdom of Cambodia.

The export of cash in excess of the limit set by the regulation of the Central Bank
shall be subject to prior examination by the Central Bank.

The Customs House shall transmit a copy of each such declaration to the Central
Bank on a monthly basis.

Title IV: Investments - Capital Flows

Article 14. The capital flows related to foreign investment in the Kingdom of Cambodia
shall be governed by the Investment Law of the Kingdom of Cambodia.

Article 15. In so for as liquidation of foreign investment takes place in accordance with the
provisions of the Investment Law of the Kingdom of Cambodia, proceeds from said
liquidation may be transferred freely.

Article 16. Investment made abroad by resident for an amount equaling or exceeding one
hundred thousand US dollars (USD 100,000) shall be subject to prior declaration to the
Central Bank.

Article 17. Transfers relating to investment or liquidation of investment shall be made

through authorized intermediaries as stated in Article 5 of the present law.
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Subsequently, the authorized intermediaries shall report to the Central Bank the
amount of each transfer equaling or exceeding one hundred thousand US dollars (USD
100,000).

Title V: Other Capital Flows

Article 18. Loans and borrowings, including trade credits may be freely contracted
between residents and nonresidents, provided that the loans disbursements and repayments

thereof are made through authorized intermediary.

Article 19. The capital flows resulted from those operations (settlements of import and
export of goods or services, transfers, investment, loans and borrowings) shall include in
the bank periodic statements in accordance with the provisions as stated in point 3 of
Article 5 of the present law. Such capital flows shall be classified by category of each

operation and the professional secrecy shall be respected.
Title VI: Penalties

Article 20. Authorized intermediaries shall be responsible, with caution, for ensuring

compliance with the provisions set forth in the present law or in regulations of the Central

Bank, concerning the operations undertaken by themselves or placed under their control.
Authorized intermediary who fails to compliance with the provisions of the above

paragraph shall be punished in accordance with the existing law.

Article 21. Any person who violates point 3 or point 4 or point 5 of Article 5 or violates
Article 17 of the present law shall be liable for imprisonment from one year to five years
and for a fine from one million riel (1.000.000) to ten million riels (10.000.000), or any

one of these two punishments.

Article 22. Any person who violates Article 11 or paragraph 1 of Article 13 of the present

law shall be liable for a fine of ten per cent (10%) of the amount involved.

Article 23. Any person who violates Article 12 or Article 16 of the present law shall be

liable for a fine of twenty per cent (20%) of the amount involved.
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Article 24. Any person who violates paragraph 2 of Article 13 of the present law shall be
liable for a fine from one million riels (1.000.000) to ten million riels (10.000.000).
Materials involved shall be confiscated and retained as state property.

Article 25. Any person who violates point 1 of Article 5 or Article 8 or Article 18 of the

present law shall be liable for a fine of fifty per cent (50%) of the amount involved.
Title VII: Concluding Provisions
Article 26. All provisions contrary to this law are hereby repealed.
In the name and on behalf of the King

Acting Chief of State
CHEA SIM
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Law on Banking and Financial Institution

18 November 1999
CHAPTER I: Banking and Financial Intermediation
Article 1. Banks are legal entities licensed to carry out banking operations as their regular
business.

Avrticle 2. Banking operations include:

1. credit operations for valuable consideration, including leasing, guarantees and
commitments under signature;

2. the collection of non-earmarked deposits from the public;

3. the provision of means of payment to customers and the processing of said
means of payment in national currency or foreign exchange.

Any entity carrying out even one of these three types of activities shall be
considered de facto to be engaged in banking.

An entity carrying out only one of these three basic activities, or only one
component of each of these three basic activities, shall be known as a “specialized bank™.

Article 3. Banks may also, for their customers or on their own behalf, perform or carry
out:

1. all the financial operations referred to in Article 4 below, except insurance
services which are the subject of a specific legislation;

2. foreign exchange operations;

3. money market intermediation, and all operations in negotiable claims on said market;
4. transactions in derivatives;

5. spot or forward dealing in precious metals, raw materials and commodities; and

6. other services related to their core activities, subject to the agreement of the
supervisory authority.

Article 4. Banks as defined above may, on their own behalf and for their customers, either
directly or indirectly by participating in one or more specialized institutions, carry out
securities transactions which constitute financial intermediation, such as :
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1. taking deposits for the purpose of subscribing or purchasing securities, pursuant
to instructions received from individual customers or from open-end investment
companies,

2. subscribing in and trading securities,

3. custody of securities,

4. individual or collective management of securities,
5. underwriting of securities upon their issuance,

6. financial engineering,

7. trading in derivatives, and

8. all manner of securities transactions on their own behalf, in their capacity as
commercial companies and in compliance with the laws and regulations in force.

Article 5. Other specialized financial institutions may also carry out the same securities
transactions for their customers.

Article6. The National Bank of Cambodia has the power to license and supervise the
specialized financial institutions in accordance with the provisions of Article 7, Paragraphs
4 and 11, and Article 33 of Law NS/RKM/0196/27 of January 26, 1996 on the
Organization and Functioning of the National Bank of Cambodia.

However, securities transactions, whether carried out by the banks and by the
specialized financial institutions, shall also be subject to the supervision of a special
Commission, which shall ensure that savings invested in securities are protected through
compliance with securities issuance conditions and with securities disclosure requirements.

The composition and functioning of this Commission shall be determined by the
laws and regulations governing the financial market.

Article 7. Owing to the risks that may result from a combination of securities activities
within banks or within specialized financial institutions, such as the receipt of earmarked
deposits and the custody and the management of securities portfolios, the supervisory
authorities of the banking system and of the financial system, acting in concert either at the
time of initial licensing or by regulation, shall establish rules for regulating combination of
such securities activities.

Article 8. The operations related to the banking business referred to in Article 3

Paragraphs 2, 3, 4 and 5 of this law, and carried out for customers by entities other than
banks, shall comply with the rules established by the supervisory authority.
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CHAPTER I1: Scope
Avrticle 9.

1. The banking and financial institutions defined in Chapter I, and hereinafter
referred to as covered entities, shall be subject to the provisions of this law.

2. No person other than a covered entity may carry out banking operations on a
regular basis.

3. No person other than a covered entity may make use of a business name,
corporate name, advertising or, in general, any expression implying that it is an institution
authorised to carry out an activity subject to authorisation in accordance with the
provisions of this law.

Article 10. Covered entities shall comply either with the provisions of ordinary
commercial law or with the provisions of the special legislation applicable to
noncommercial companies, as well as with the provisions of this law.

In case of conflict, this law shall prevail.

CHAPTER I11: Legal Form of Covered Entities

Article 11. A covered entity shall be incorporated either as a public company under
commercial law or as a cooperative or a mutual noncommercial society subject to special
statute.

Cooperatives or mutual societies shall belong to a common federative body called a
“central body”.

Central bodies shall be responsible for ensuring cohesion among the entities
affiliated with their network as well as the smooth functioning thereof. To this end, they
shall take all necessary measures, in particular to safeguard the liquidity and solvency of
each of these institutions and of the network as a whole.

The central bodies themselves are considered as covered entities.

Article 12. A covered entity may be locally incorporated in Cambodia or be a branch of a
foreign bank.

Article 13. With prior approval of the supervisory authority, a foreign bank may open an
information, liaison or representative office in the Kingdom of Cambodia, which office
shall not be entitled to carry out banking operations or financial intermediation and
canvassing operations.
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Such establishments may be locally incorporated or be a simple entity, a delegate
person, or an office, and shall be so entered in the Trade Registry.

Such offices may use the business name of the foreign bank they represent.

An authorization is given for a period of two years, which may be renewed once only

CHAPTER 1V: Licensing of Covered Entities

Article 14. Before starting business, covered entities must obtain a license from the
supervisory authority.

Before issuing a license, the supervisory authority shall ensure :

1. the qualifications of the shareholders and the accuracy of their reported financial
position;

2. the ability of the principal shareholders to fulfill, jointly and severally, their
obligation to strengthen the bank’s own funds if required to do so in accordance with the
provisions of Article 27 of this law;

3. the adequacy of human, technical, and financial resources for the planned
activities.

The supervisory authority shall be aware of the reciprocity offered by other
countries when the shareholders of a locally incorporated bank or the head offices of
branches of foreign banks are from said countries.

Avrticle 15. The supervisory authority shall reach a decision within six months of receiving
the application together with all relevant documents. Applicants shall be notified of any
refusal of authorisation. The supervisory authority shall maintain a current list of licensed
institutions, which shall be published in the Bulletin of the National Bank of Cambodia and
in the Official Gazette of the Kingdom of Cambodia.

CHAPTER V: Minimum Capital — Solvency
Article 16.

1. Before obtaining a license, a covered entity that is locally incorporated as a
company or a noncommercial entity, whatever its legal form, must have fully paid-up
initial capital at least equal to a sum fixed by the supervisory authority.

2. Before obtaining a license, a branch of a foreign bank must have a fully paid-up

capital endowment at least equal to the minimum capital of a covered entity locally
incorporated as a company.
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3. The minimum capital shall be fixed by a regulation issued by the National Bank
of Cambodia. A portion of the minimum capital, equal to a percentage prescribed by a
regulation issued by the National Bank of Cambodia, shall be permanently deposited with
the National Bank of Cambodia as a guarantee deposit.

The minimum capital of commercial banks shall amount at least to riel 50 billion.

Said amount has been determined on the basis of SDR = riel 5,616.

The guarantee deposit maintained with the National Bank of Cambodia shall
amount at least to five percent of the minimum capital.

4. A covered entity that is either locally incorporated or operating as a branch of a
foreign bank, must at all times be able to prove that its assets minus related potential losses
and intangibles exceed its liabilities to third parties by an amount at least equal to the
minimum capital.

Article 17. Covered entities must also observe a solvency ratio, the level of which shall be

fixed by the supervisory authority in compliance with international standards. The ratio
shall be calculated as a proportion of the covered entity’s net worth in relation to its risks.

CHAPTER VI: Capacity of Directors and Managers

Article 18. No one may be member of a board of directors or supervisory board of a
licensed entity, or, either directly or through an intermediary, direct, manage or run a
licensed entity in any capacity, or be authorised to sign on behalf of such an institution if he :
1. has been convicted of :
- acrime,
- theft, fraud or breach of trust,

- misappropriation when acting as a public depository,

- extortion of funds or securities, criminal bankruptcy, injury to the credit of
the State, or breach of exchange control regulations,

- usury,
- money laundering,
- forgery and / or the use of forgeries,

2. has been sentenced to a period of imprisonment for issuing bad checks,

-32-



3. has been convicted by a foreign court of law of one of the crimes or offenses
listed in Paragraphs 1 and 2 above,

4. has been convicted in Cambodia or abroad for personal bankruptcy, receivership,
or liquidation of assets,

5. has been relieved of his duties as a law official by virtue of a court ruling,

6. has been involved in a personal capacity in the management of a covered entity
whose license has been withdrawn following a disciplinary action

CHAPTER VII: Composition, Permanent Identification, and Responsibilities of
Partners in Covered Entities Constituted as Noncommercial Societies

Article 19. The conditions applicable to setting up the capital, variable or non variable, of
the covered entities constituted as noncommercial societies, plus the permanent
identification of members or holders of stocks, shall be defined in the special act applicable
to cooperative or mutual societies.

In compliance with the provisions of Articles 11 and 14-2 of this law, the central
body shall be responsible for guaranteeing the solvency and liquidity of each network vis-
a-vis third parties, depositors and creditors.

CHAPTER VIII: Composition, Permanent Identification, and Responsibilities of
Shareholders in Locally Incorporated Covered Entities

Article 20. The shareholders of locally incorporated covered entities may be individuals
or, under conditions fixed by the supervisory authority, legal persons whose own
shareholders must be clearly identified.

The supervisory authority shall particularly avoid situations where there are chains
of shareholding companies, each of them holding shares in the others.

Article 21. A holding company which holds as subsidiaries, exclusively or principally, one
covered entity or more, shall itself be deemed a covered entity, particularly as regards its
licensing approval and submission to the supervisory authority.

Article 22. A covered entity applying for a license must inform the supervisory authority
of the identity of its shareholders who directly or indirectly hold 5 percent or more of its
capital or voting rights.

Article 23. Any shareholder, or any group of shareholders acting in concert, shall, directly
or through the concerned covered entity, notify to the supervisory authority of any
increasing in or transfer of direct or indirect equity holdings in a covered entity which
would enable this shareholder or group of shareholders to acquire or to lose 5 percent of
the covered entity’s capital or voting rights.
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Article 24.

1. Any shareholder, or any group of shareholders acting in concert, shall, directly or
through the concerned covered entity, obtain the prior authorisation of the supervisory
authority for taking on or disposing of equity holdings that would directly or indirectly
enable this shareholder or group of shareholders to :

- acquire or to lose a half, a third, a fifth, or one tenth of the capital or
voting rights of the covered entity,

- acquire or to lose the power of control over the management of the
covered entity.

2. The covered entity shall be held accountable for completing the notification and
authorisation request formalities.

If the formalities have not been observed, the vote of the concerned shareholders in
the general meeting shall automatically be invalidated, without prejudice to other penalties
applicable to such a case.

Article 25. Unless otherwise stipulated by ordinary commercial law, the minimum number
of shareholders and the level of each stake in the share capital of a covered entity shall not
be restricted. However, while examining an application for license, and when scrutinising a
notification or application for authorisation to step across a regulatory threshold, the
supervisory authority shall, on one hand, look to the presence of one or more influential
shareholders, and, on the other hand, shall avoid either the extreme concentration or the
excessively wide dispersal of shareholdings. However, a high concentration can be
accepted if the concerned shareholder is a foreign bank of high standing.

Article 26. For the purposes of this law, a shareholder shall be deemed to be influential
from the moment that he directly or indirectly holds at least 20 percent of the share capital
or voting rights, or if he holds de facto decision making power as a consequence, inter alia,
of widely dispersed shareholding.

Article 27. If the financial position of a covered entity so warrants, the supervisory
authority shall enjoin the influential shareholders, jointly and severally, to increase the net
worth until the solvency standards are met.

If they refuse to comply, the concerned influential shareholders shall be liable to
penalties provided in Article 55-2 below, without prejudice, in case of voluntary
liquidation, to actions in meeting disputed liabilities as opposed by creditors or depositors.

CHAPTER IX: Composition, Permanent Identification and Responsibilities of
Shareholders of the Parent Company of a Covered Entity Constituted as a Branch of
a Foreign Bank

Article 28. A branch of a foreign bank or foreign financial institution licensed to carry on
banking or financial activities in Cambodia shall inform the supervisory authority of any
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change in the composition of the influential shareholding of its parent company, as soon as
such a change arises.

Article 29. The supervisory authority may call into question the validity of the license
previously granted to a branch, if changes referred to in Article 28 above are likely to
weaken the financial position or the accountability of the parent company abroad.

Article 30. If a branch does not abide by prudential regulations, the supervisory authority
shall invite its parent company abroad to reconstitute its capital endowment as mentioned
in Article 16-2 of this law or to modify the distribution of assets.

Article 31. In case of voluntary liquidation of the parent company abroad, all assets of the
foreign branch in Cambodia are earmarked, on a priority basis, for repayment of resident
customers, whether they are depositors of securities, gold, or cash, or whether they are
creditors, as far as their rights to the assets of the branch at the time of liquidation have
been acknowledged by the liquidator of the branch.

CHAPTER X: Equity Participations by Covered Entities in the Capital of Other
Commercial Companies

Article 32. For the purposes of this law, holdings shall be regarded as equity participations
when they directly or indirectly confer on a covered entity at least 10 percent of the capital
or voting rights of another company.

Article 33. A covered entity may hold equity participations, which must at no time exceed
either of the following two limits:

1. as regards each equity participation, 15 percent of the amount of the own funds
of a covered entity,

2. as regards total equity participations, 60 percent of the amount of the own funds
of a covered entity.

Article 34. The following shall not be subject to the individual and overall limits laid
down in Article 33 of this law:

1. equity participations in industrial, real estate, or commercial undertakings whose
activities are linked to the running of a covered entity,

2. equity participations in banking or financial institutions, with the prior approval
of the supervisory authority,

3. companies engaged in agricultural activities.

Article 35. For the purposes of Article 34-2 of this law, the following shall be regarded as
banking or financial institutions :

1. covered entities,
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2. financial companies, including those engaging in the activities referred to in
Article 8 of this law,

3. undertakings engaging in banking or financial operations abroad as their regular
business,

4. insurance companies.

Article 36. Whenever a shareholder of a covered entity is a banking or a financial
institution, or whenever a covered entity itself has a stake in a banking or a financial
institution, the supervisory authority shall require for the calculation of a covered entity’s
net worth on which prudential ratios are based :

- either the deduction of the participations held by the covered entity in other
banking or financial institutions,or the prior consolidation of balance sheets of companies
of the group whenever relevant upstream.

- or downstream holdings reach at least 20 percent of the capital of related
companies.

Article 37. Any acquisition of holdings by a covered entity in the capital of an industrial or
a commercial undertaking registered abroad shall be subject to the prior approval of the
supervisory authority.

CHAPTER XI: Establishment Abroad or in Cambodia
Article 38. Any acquisition of holdings by a covered entity in the capital of a bank or
financial institution abroad, as well as any opening of a branch or representative office

abroad, shall be subject to the prior approval of the supervisory authority.

Article 39. The opening of a branch in Cambodia by a covered entity shall be subject to
the prior approval of the supervisory authority.

Acquisitions of holdings by a covered entity in the capital of another covered entity
are governed by the provisions of Articles 19 - 27 as well as Articles 33 - 35 of this law.

CHAPTER XII: Supervisory Authority and Regulatory Power
Article 40. The Central Bank supervises the banking system and its related activities such
as the money market, the interbank settlement system, and financial intermediation. To this
end the Central Bank shall :
1. issue licenses and define the licensing process,
2. prepare and keep up to date a list of licensed banks which shall be published in

the Official Gazette of the Kingdom of Cambodia and in the Bulletin of the National Bank
of Cambodia,
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3. be empowered to issue regulations for the implementation of this law which
authorise the Central Bank to determine, in particular the

a. amount of minimum capital and the nature of the assets it is backed with,

b. prudential ratios regarding particularly liquidity, solvency, risk
diversification, foreign exchange exposure, and market risk exposure,

c. valuation rules for accounting balances,

d. conditions under which participations can be taken and held in the capital
of a covered entity or a financial institution,

e. conditions under which participations can be taken and held in the capital
of other banking or financial companies,

f. debts which must be regarded as doubtful, and the provisioning thereof,

g. the chart of accounts, the related accounting standards, the rules for the
consolidation of accounts, and the rules of the disclosure of accounting statements,

h. conditions applicable to the banking and financial operations that may be
carried out in their relations with customers,

i. organization of interbank joint services, including the centralization of
financial information, risks, and overdue debts.

J. granting of individual, exceptional, and temporary exemptions,

k. requirements and authorization rules concerning modifications in the
business name, legal form, capital distribution, management and activities of a
covered entity, or of the head office in the case of a branch of a foreign bank,

. practice of door-to-door selling of banking or financial services,

m. after consultation with the covered entities’” professional association, the
rules governing the operation of a deposit guarantee system,

n. and, generally speaking, the modalities for enforcing this law in light of
the differences concerning the legal form of covered entities, the scope of their
network, and the nature of their activities,

4. it publishes all regulations issued by virtue of its authority in the Official Gazette
of the Kingdom of Cambodia and in the Bulletin of National Bank of Cambodia,

5. it supervises the banking system through permanent off-site monitoring and
periodic on-site examinations of each covered entity; if the need arises, on-site
examinations may be extended to a subsidiary of a covered entity or to any other related
entities, including shareholders,
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6. It organises or supervises any interbank settlement system,

7.1t may require that covered entities, public offices, auditors, and any other
individual or legal entity disclose information considered as useful for its mission,

8. and it may, in accordance with the conditions defined in Articles 52 to 54 of this
law, take disciplinary action.

Article 41. The supervisory authority’s duty consists :

1. in licensing covered entities to carry out financial and banking operations in
Cambodia,

2. in defining and enforcing prudential rules related to the financial structure and
management that covered entities must abide by,

3. in supervising, permanently but after the fact, through both off-site and on-site
examinations, the financial position and functioning of covered entities,

4. in imposing disciplinary sanctions against covered entities failing to comply with
law and regulations,

5. in referring to the courts if failure to observe laws and regulations undermines
the public interest.

Managers and shareholders of the covered entities are accountable for errors of
strategy, for mistakes in and errors of management, and for deficiencies in internal control,
in accordance with the provisions of Articles 14,19,27 and 30 of this law.

CHAPTER XIII: Prudential Measures - Internal control

Article 42. A covered entity shall, under the conditions prescribed by the supervisory
authority, abide not only by the monetary policy rules defined in law NS/RKM/0196/27 of
January 26, 1996 on the Organization and Functioning of the National Bank of Cambodia,
but also the management standards aimed at safeguarding its liquidity and solvency vis-a-
vis depositors and, more generally, as regards third parties, as well as the equilibrium of its
financial structure.

In calculating the net worth of a covered entity on which prudential norms are
based, the supervisory authority must deduct not only any intangible or worthless asset
recorded in the balance sheet, but also any equity participation in a banking or financial
institution, as well as credits and loans of whatever nature or maturity granted to
shareholders or other commitments to shareholders under regulatory conditions.

Article 43. Under conditions prescribed by the supervisory authority, a covered entity
must have an internal control system aiming particularly at:
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1. verifying that the operations carried out by a covered entity, as well as the
organization and internal procedures, comply with the laws and regulations in force,
professional and ethical standards and practices, and the policy of the executive body,

2. verifying that the limits laid down for risks, in particular counterparty, exchange-
rate, interest-rate and other market risks, are strictly observed,

3. monitoring the quality of accounting and financial information, in particular the
arrangements whereby this information is recorded, preserved, made available, and
disclosed internally and externally.

CHAPTER XI1V: Accounting Obligations - External Auditors’ Duties

Article 44. The provisions of ordinary commercial law or of the legal statute of
noncommercial societies concerning the closing and auditing of accounts as well as
certification of annual individual accounts shall apply to a covered entity under the
conditions prescribed by the supervisory authority.

Avrticle 45. A covered entity shall prepare, publish and if need be consolidate its accounts
under the conditions prescribed by the supervisory authority.

A covered entity shall also periodically submit to the supervisory authority
accounting statements and reports showing evidence of enforcement of legal, regulatory
and prudential requirements.

Article 46. No external auditor may audit a covered entity without prior authorisation of
the supervisory authority.

Before certifying the accounting statements, auditors must be satisfied of the
fairness and truth of the annual accounting information reflected in the balance sheet and
off-balance sheet items, income statement, and appended statements intended for
publication or submission to the supervisory authority.

Auditors shall inform the court if they notice that a covered entity has violated legal
or regulatory provisions, in a manner likely to undermine the public interest.

At the close of their audit, auditors shall prepare and submit to the supervisory
authority a report summarizing their findings, in particular :

1. payment of capital

2. valuation methods of account balances

3. consolidation methods

4. financial position of the covered entity

5. agreements that may have been concluded, directly or indirectly, during

the accounting year between the covered entity and its shareholders or its directors.
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The supervisory authority may request from auditors any information about the
activity or financial position of a covered entity.

Furthermore, the supervisory authority may forward to auditors its remarks or
requests for explanations, to which auditors shall reply in writing.

CHAPTER XV: Professional Secrecy

Article 47. No person who participates in any capacity in the administration, direction,
management, internal control, or external audit of a covered entity, and no employee of the
latter, may provide to any person any confidential information pertaining to statements,
facts, acts, figures or the contents of accounting or administrative documents of which he
might have become aware through his functions.

Any person who fails to observe this obligation of professional secrecy shall be
liable to the sanctions laid down in Article 55 of this law.

However, the obligation of professional secrecy may not be used as a ground for
nondisclosure vis-a-vis the supervisory authority, auditors, provisional administrators,
liquidators, or a court dealing with criminal proceedings.

CHAPTER XVI: Related Parties

Article 48. Without prejudice to the provisions of Article 42 of this law concerning the
calculation of net worth, any credit granted to a related party by a covered entity shall be
subject to a regulation issued by the supervisory authority so that the extent of such credit
shall be limited and known permanently.

Article 49. For the purposes of this law, related parties to a covered entity are defined as
follows :

1. any person holding directly or indirectly at least 10 percent of the capital or
voting rights,

2. any company of which the covered entity directly or indirectly holds at least 10
percent of the capital or voting rights,

3. any individual who participates in the administration, direction, management, or
internal control,

4. and the external auditors.

Article 50. The supervisory authority may require a covered entity to consider in a same
way loans granted to beneficiaries regarded as related parties because of their kinship or
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their financial links with persons referred to in Article 49 of this law, or beneficiaries who,
despite being under the shareholding threshold fixed in Article 49, would have a
significant management power owing to a wide dispersion of capital shareholding.

CHAPTER XVII: Money Laundering

Article 51. In addition to the specific legal provisions that it must observe regarding
money laundering, a covered entity shall take appropriate measures to identify precisely all
its customers and, above a threshold to be defined by the supervisory authority, the
transactions carried out through them, and shall keep all relevant documentation thereon
for at least ten years.

CHAPTER XVII1 : Disciplinary Sanctions

Article 52. If a covered entity has contravened a provision of the laws or regulations
governing its activities, has failed to heed a warning or not complied with an injunction,
the supervisory authority may impose one of the following disciplinary sanctions :

- caution;
- reprimand;

- prohibition on the execution of certain operations and any other limitations on the
carrying on of business;

- temporary suspension of one or more of the executives, with or without
appointment of a provisional administrator;

- compulsory resignation of one or more of the executives, with or without
appointment of a provisional administrator;

- setting up a provisional administration;
- withdrawal of the license and liquidation.,

Furthermore, the supervisory authority may, either in place of or in addition to
these sanctions, impose a fine not exceeding the minimum capital of the covered entity.

Article 53. The appointment of a provisional administrator or of a liquidator is an urgent
administrative and protective measure. The covered entity concerned must be given notice
of the measure, which is enforceable immediately.

Article 54. The supervisory authority decides as a last resort jurisdiction in the case of the
other disciplinary sanctions, which are of a moral or a financial nature. These decisions are
enforceable immediately but may be appealed to the highest administrative jurisdiction on
the grounds of legal flaw or irregularity.
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CHAPTER XIX: Penalties

Article 55. In addition to the penalties provided for in case of violation of provisions of
ordinary law or of the legal statute of noncommercial societies, the following penalties
may be applied under this law:

1. Any person who, acting either for his own account or for the account of a legal
person, as his regular business and on behalf of the general public carries out banking
operations without a license, shall be liable before the courts to imprisonment from 1 year
to 5 years and a fine from 5 million to 250 million riels, or to either of these penalties,
without prejudice to the closure of the concerned establishment.

2. Any person or entity who infringes any of the provisions of Articles 9, 11, 18,
19, 27, 30, and 47, shall be liable before the courts to the penalties provided for in Article
55-1 above.

3. Any person, acting either for his own account or for the account of a legal
person, shall be liable before the courts to imprisonment from one year to five years and a
fine from 1 million to 10 million riels, or to either of these penalties:

- if he infringes any of the provisions of Articles 8, 13, 23, 24, 28, 38, 39,
44, 45, 46 and 51;

- or if, after formal demand from the supervisory authority, he fails to
respond to request for information provided for in Article 40-7;

- or if he knowingly provides the supervisory authority with inaccurate
information;

- or if he hinders examinations implemented by the supervisory authority or
by the external auditors of a covered entity or hinders the missions of a provisional
administrator or of a liquidator appointed by the supervisory authority.

Article 56. The penalties provided for in Article 55 shall be imposed by the courts, in
particular after a prior complaint or action for damages by the supervisory authority or by
the covered entities’ professional association provided for in Article 72 hereafter.

CHAPTER XX : Provisional Administration — Liquidation

Article 57. If a serious and confirmed threat is weighing on the solvency of a covered
entity and if appeals for reconstitution of own funds as provided for in Articles 14, 19, 27
and 30 remain without effect, the supervisory authority may, on its own initiative or at
request from the executives or shareholders, appoint, at the covered entity’s expense, a
provisional administrator for an initial period not exceeding 3 months. If circumstances so
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warrant, the provisional administrator’s mission can be extended for another period of 3
months.

Avrticle 58. As soon as he is appointed, a provisional administrator has exclusive powers to
manage, direct and represent the covered entity.

Article 59. The provisional administrator’s main duties are immediately to make an
assessment of whether or not the covered entity is solvent, and to administer the current
activities in order to preserve as far as possible the covered entity’s solvency and maintain
the rights of depositors and creditors.

Article 60. If the assessment concludes that the covered entity is considered solvent, and is
furthermore in a position to abide by all legal and regulatory prudential norms, the
administrator shall so report to the supervisory authority who shall lift the protective
measures.

Article 61. If the assessment concludes that the covered entity is solvent but is not in a
position to abide by, within a period not exceeding 3 months, the prudential norms relating
to net worth and liquidity, the license may be withdrawn and the provisional administration
converted into a voluntary liquidation, at the expense of the covered entity.

The liquidator, who may be the provisional administrator, shall liquidate all the
assets and meet all liabilities of the establishment under the control of the supervisory
authority.

Article 62. If the assessment concludes that the covered entity is not solvent, the license is
immediately withdrawn and the provisional administration is converted into a liquidation
by order of the court, at the expense of the covered entity.

The provisional administrator shall declare the suspension of payments and the case
is referred to the court which shall appoint a liquidator, who may be the provisional
administrator.

The liquidator shall liquidate the assets and meet the liabilities under the control of
the court and in compliance with bankruptcy proceedings under ordinary law. Any banking
or financial operations carried out during the liquidation remain subject to this law.

Article 63. A liquidation, voluntary or by order of the court, depending on the solvency or
insolvency of the covered entity, shall be undertaken following a license withdrawal
pronounced as a disciplinary sanction imposed in accordance with Article 52.

Article 64. Given the particularities of banking and financial business, balance sheet and
off-balance sheet liabilities, after having been admitted, shall be met in the following order
1. fees or other charges for the provisional administration and for the liquidation,

voluntary or by order of the court,

2. taxes and fees due to the National Treasury,
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3. salaries owed to the staff of the covered entity for a period of up to three months
preceding the date of the liquidator’s appointment,

4. preferential or secured claims if sureties have not been taken during the suspect period,

5. deposits, in cash, gold, or securities, or other claims of creditors other than banks
and financial institutions, with the proviso that each depositor holding one or several
accounts denominated in riels shall receive an equal amount up to two million riels,

6. other deposits, in cash, gold, or securities, or other claims of banks and financial
institutions,

7. subordinated debts and equity-type loans.

Article 65. The supervisory authority, the provisional administrator or the liquidator shall
submit the case to the court if they observe grave, penally reprehensible violations of any
legal or regulatory provision.

Article 66. Provisional administrators and liquidators shall be chosen by the supervisory
authority from a list of qualified professionals drawn up beforehand by the latter and the
Ministry of Justice.

Article 67. If a provisional administrator or a liquidator is in some way hindered from
performing his duty by the concerned covered entity, he may refer the matter to the court.

Article 68. The shareholders of a solvent covered entity, gathered for an extraordinary
general meeting, may decide to liquidate the entity, in accordance with provisions of
ordinary law. Advised of that decision, the supervisory authority shall appoint a liquidator
who shall liquidate the entity under the control of the supervisory authority.

Article 69. Remuneration to be paid and other expenses to be reimbursed for provisional
administration or liquidation shall be established according to prevailing regional
professional scales and charged automatically to the concerned covered entity, in
compliance with Article 57, 61, 62, 63, 64 of this law.
CHAPTER XXI: Customer Protection

Article 70. The supervisory authority shall define, after having consulted the profession, a
corpus of rules of good conduct aimed at ensuring customer protection, in particular
concerning :

1. transparency, openness and the level of charges and remuneration for banking or
financial operations,

2. he opening and termination of credit lines,

3. and the renegociation of loans.
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Article 71. Credit balances of customer accounts or of accounts with other banks or
financial institutions which have been dormant for 10 consecutive years, shall be
transferred to the National Bank of Cambodia, which shall be accountable thereafter for
administering such deposits.

CHAPTER XXI1: Organization of the Profession

Article 72. Whatever its legal form or its specialization, any covered entity shall be
required to belong directly - or, in the case of noncommercial societies, through the central
body referred to in Article 11 - to a single professional association whose Articles of
Association shall have been endorsed by the supervisory authority.

The association shall be directed by a single chairman elected by all its members
pursuant to its Articles of Association. However, within the body, members having same
professional specialization can band together into separate subdivisions.

Article 73. The aims of the professional association shall be to:

1. represent the collective interests of the covered entities, particularly in relations
with the government authorities and with the supervisory authority,

2. provide its members and the public with information concerning every aspect of
banking and financial operations,

3. conduct research into any questions of mutual interest,
4. promote professional interbank training,

5. organize and manage all interbank services, in agreement with the supervisory
authority and under its control,

6. lodge a complaint before the courts in compliance with the provisions of Article
56 of this law.
CHAPTER XXII1 : Transitional Provisions
Avrticle 74.
1. Previously licensed institutions shall bring their Articles of Association,
activities, and financial structure, into line with the provisions of this law within 6 months

from its entry into force, and shall apply for a new license within the same period.

After having examined these applications, the National Bank of Cambodia shall
publish a list of licensed institutions in accordance with the provisions of this law in the
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Bulletin of the National Bank of Cambodia and in the Official Gazette of the Kingdom of
Cambodia.

At the close of the six month period, any institution failing to abide by the
provisions of this law and its implementing regulations shall cease doing business and be
liquidated.

2. Institutions which carry out without a license the banking and financial activities
referred to in Articles 2, 3 and 4 of this law shall immediately cease undertaking any new
operations and apply for a license to the relevant supervisory authority within three months
from the date of promulgation of this law.

3. Any entity carrying out banking activity in particular so as to promote banking
intermediation in the sectors of agriculture, handicrafts, small scale trade, and services to
households, may operate under conditions waiving provisions of this law, as defined by
special regulation issued by the National Bank of Cambodia regarding their :

- minimum capital,
- licensing process,
- applicable prudential rules,

- conditions of establishment.

CHAPTER XXIV: Final Provisions

Article 75. All provisions contrary to this law are hereby repealed.
Article 76. This law has been marked as urgent.

Signature
NORODOM SIHANOUK
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LAW ON NEGOTIABLE INSTRUMENTS AND PAYMENT TRANSACTIONS

24 October 2005

CHAPTER | - GENERAL PROVISIONS

Article 1. This Law governs negotiable instruments and payment transactions and covers
bank accounts and the operation of the payment system.

1. Negotiable instruments are written orders or promises to pay a determinate sum
of money, transferable by delivery, and where required, also with endorsement. Negotiable
instruments governed by the Law are checks, bills of exchange, and promissory notes.

2. Payment transactions governed and defined by this Law are transfers of funds
between or from bank accounts. A payment transaction may be either a credit or debit
transfer. It is initiated by means of a payment order, which may be written, electronic, and
under some conditions, oral.

3. A payment system consists of institutions and mechanisms facilitating payment
in money and the transfer of monetary value by means of payment transactions.

Article 2. Definitions of technical words and terms used in this Law:

1. “Vis major” means an insurmountable obstacle, caused by a supervening event
beyond the control of the person who is to perform.

2. “To issue” is to write, sign and deliver a check, bill of exchange, or promissory
note to the first holder.

3. “To draw” is to write and sign a check or bill of exchange.

4. “Settlement” means the payment in discharge of an obligation on an interbank
payment order.

5. “Presentment” means the production of a check, bill of exchange or a promissory
note to demand acceptance or payment from the drawee or maker.

6. “Execution” in Chapter V means the carrying out of instructions contained in a
payment order by means of the issue of a corresponding payment order to a receiving bank.

7. “Clearing” means exchanging and processing interbank payment orders for the
purpose of establishing amounts owed by or to each bank for the settlement of payment
orders.

8. “In-house transfer” means a transfer of funds, from a payor to a payee at the
same bank, having one payment order. Participants in an in-house transfer are the
originator, bank acting both as originating and destination bank, and the receiver.
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9. “Interbank transfer” means a transfer of funds from a payor to a payee in two
separate banks under at least two payment orders. In an interbank transfer:

(i) each receiving bank other than the destination bank executes its sender’s
payment order by issuing a corresponding payment order to a receiving bank, and
the last payment order is sent to the destination bank;

(i) Participants are the originator, originating bank, destination bank and
the receiver, and may include one or more intermediary banks;

(iii) whenever the originating bank does not settle directly with the
destination bank at least one intermediary bank is required; and

(iv) for each interbank payment order, the sending bank settles with the
receiving bank as provided in Article 202.

10. “Debit transfer” means a payment transaction originated by the payee, based on
the payor’s authority, instructing the payee’s bank to collect money from the payor’s
account.

11. “Credit transfer” means a payment transaction originated by the payor, who
issues a payment order to the payor’s bank instructing it to transfer funds out of the payor’s
account to the payee or to the payee’s account.

12. “Agreement” in Section 7 of Chapter VV means the contract between a bank and
customer, which governs the operation of account, including such matters as its duration,
modification and the payment orders.

13. “Account” means any account opened under a contract between a customer and
a bank, whether current, giro, or otherwise, and includes an account under an ad hoc
relationship created solely for the purpose of generating a single payment transaction.

14. “Settlement account” means the account that a bank maintains on the books of
the NBC for carrying out incoming and outgoing payment transactions.

15. “Passbook account” means an account under which debits and credits are
posted by the bank recording them in a passbook originally given by the bank to the
customer and presented to the bank for such recording by the customer.

16. “By procuration” means by limited authority to collect on behalf of the
transferor.

17. “Electronically” means by means of either on-line telecommunication or the
off-line physical delivery of tapes, diskettes, or similar devices.

18. “Value in collection” means value to be received by the transferor upon
collection or recovery on the instrument by the transferee.

19. “Value in security” or “Value in pledge” indicates transfer by way of security,
or a transfer intended to create a security interest, and not to convey title.
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20. “Banking day” means the part of the day during which the bank is open for the
receipt, processing, and transmittal of payment orders and other messages relating to
payment transactions.

21. “Value date” means the banking day on which a payment order is to be acted on
as instructed by the sender.

22. “Bank” includes the National Bank of Cambodia, any institution licensed to
carry out banking operations under the Law on Banking and Financial Institutions, and any
other institution or entity authorized by law to take deposits or participate in payment
transactions on the account of customers.

A Dbranch or a separate office of a bank is considered a separate bank for the
purposes of (i) duties in the performance of a payment transaction, and (ii) computing the
time within which, or determining the place at or to which, action may be taken or notice
or order must be given.

23. “Destination bank” means the bank identified in a payment order in which
either payment to the payee in a credit transfer is to take place or the payor's account in a
debit transfer is held. It is the bank which is to receive the last payment order in a payment
transaction. In a credit transfer the destination bank is the payee's bank. In a debit transfer
the destination bank is the payor's bank.

24. “Originating bank” means the bank that receives the first payment order
initiating a payment transaction. In a credit transfer the originating bank is the payor's
bank. In a debit transfer the originating bank is the payee's bank.

25. “Receiving bank” means the bank to which the sender's payment order is
addressed.

26. “Intermediary bank” means a receiving bank other than the originating or
destination bank.

27. “Security procedure” means a procedure established by agreement between a
customer and a receiving bank for the purpose of (i) verifying that a payment or
cancellation order is that of the customer, or (ii) detecting an error in the transmission or
the content of the payment or cancellation order. A security procedure may require the use
of algorithms or other codes, identifying words or numbers, encryption, callback
procedures, or similar devices. Comparison of a signature on a payment order or
communication with an authorized specimen signature of the customer is not by itself a
security procedure.

28. “Retour sans frais” literally means “return without charges”, and signifies an
undertaking to honor, that is, to allow recourse against a party liable, without requiring the
holder to have a protest drawn up.

29. “Payment order” means an instruction given to a bank to pay or collect a
specific sum of money out of a designated account, to or for a payee, or to or for a payee’s
account, and includes any amendment to a payment order. It may be value-dated but not be
subject to a condition other than as the originating bank agreed to perform. Parties to a
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payment order are the sender and the receiving bank. Where the sender is a bank the
payment order is an interbank payment order.

30. “Drawer” means the person who gives the order to pay on a check or bill of
exchange.

31. “Drawee” means the person to whom the order to pay on a check or bill of
exchange is addressed.

32. “Payment transaction” means a transfer of funds from the payor’s account to
the payee or to the payee’s account. A payment transaction

May be either a credit or a debit transfer;

Is initiated by the originator’s payment order given to the originating bank,
instructing it to carry out the payment transaction;

Is carried out by the payor’s bank debiting the payor’s account, with the payee’s
bank either crediting the payee’s account or otherwise placing the funds at the payee’s
control and disposal as instructed by the originator;

May be a transfer of funds from a payor to a payee who may be the same or two
different individuals or legal entities; and

May be a transfer of funds in which the payor’s account is held, and payment to the
payee takes place, in either the same or two different banks.

33. “Endorsement” means a signature on the back of a negotiable instrument, with
or without qualifying words. An effective endorsement is completed by delivery.

34. “Person” includes an individual or legal entity.

35. “Adequate cover” for a payment order means the availability of sufficient
funds, namely the existence of an account balance not smaller than the amount of the
payment order, consisting of the closing balance of the previous banking day, plus credit
already posted to the payor’s account in the course of the current banking day for incoming
payments, deposits and remittances, less outgoing payments and disbursements already
occurring in the course of the current banking day, and anticipated bank charges. Funds
reflecting mere provisional credit to the payor’s account do not constitute part of the
required cover.

36. “Funds” includes cash and deposits kept in bank accounts.

37. “Aval” indicates a guarantee liability on a check, bill of exchange or
promissory note.

38. “Foreign currency” means any currency other than the domestic currency.

39. “Domestic currency” means the riel, or any successor or replacement as the
official currency of the Kingdom of Cambodia.

40. “Protest” or “Protét” is a solemn written declaration as to circumstances, such
as default in or refusal of acceptance, payment, or given visa, which entitle the holder to
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recourse on a negotiable instrument. A protest must be made as and when required by
specific provision of this law.

41. “Acceptance” means the engagement of the drawee of a bill of exchange to
comply with the drawer's order. To be effective it must be completed by delivery or
notification.

42. “For collection” in an endorsement indicates that the endorsement is not
designed to convey title but is for the purpose of facilitating collection or recovery on the
instrument by the transferee on behalf of the transferor.

43. “Payee” in Chapters I, Ill, and IV means the person in whose favor a check,
bill of exchange or promissory note is made payable upon issuance.

44, “Customer” means an individual, whether carrying on a business or not, or a
legal entity, including a bank, having an account with a bank.

45. “Intervention for honor” means the procedure under which a person who is not
liable on a negotiable instrument intervenes in order to accept or pay for the honor of any
party liable.

46. “Maker of promissory note” is the person who makes the promise to pay on a
promissory note.

47. “Sender” means the individual or legal entity giving a payment order to a
receiving bank.

48. “Originator” means the sender of the first payment order initiating the payment
transaction. In a credit transfer the originator is the payor. In a debit transfer the originator
is the payee.

49. “Receiver” means the participant whose bank is to receive the last payment
order in the payment transaction. In a credit transfer the receiver is the payee. In a debit
transfer the receiver is the payor.

50. “Payee” in Chapter V means the participant who is to receive payment in a
payment transaction and in a debit transfer includes the payee’s transferee under a valid
transfer, if applicable. It is the receiver in a credit transfer and the originator in a debit
transfer.

51. “Payor” means the participant who is to make payment in a payment
transaction. It is the originator in a credit transfer and the receiver in a debit transfer.

52. “Overdraft facility” means a line of a credit permitting the borrowing of funds
and their withdrawal or transfer by means of a check or payment order.

53. “Maturity” means the date on which a bill of exchange or promissory note
becomes due.

54. “Recourse” means the right to recover from a party liable on a negotiable
instrument.
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CHAPTER Il-- CHECKS

SECTION 1—THE DRAWING AND FORM OF A CHECK

Article 3. A check is an unconditional order in writing, addressed to a banker and signed
by the person giving the order, requiring the banker to pay a determinate sum of money to,
or to the order of a specified person or to bearer. It must be payable at sight and conform to
all requirements provided by this Chapter.

Article 4. A check is a payment instrument. It may be written in Khmer or any other
language and must contain:

- The term “check” inserted in the body of the instrument and expressed in the
language employed in drawing up the instrument;

- Anunconditional order to pay a determinate sum of money;

- The name of the banker who is to pay (drawee);

- Astatement of the place where payment is to be made;

- Astatement of the date when and the place where the check is drawn;

- The signature of the person who gives the order on the check (drawer).

Article 5. An instrument in which any of the requirements mentioned in the preceding
article is wanting is invalid as a check, except in the cases specified in the following
paragraphs:

1. In the absence of special mention, the place specified beside the name of the
drawee is deemed to be the place of payment. If several places are named beside the name
of the drawee, the check is payable at the first place named.

2. In the absence of these statements, and of any other indication, the check is
payable at the place where the drawee has his principal establishment.

3. A check which does not specify the place at which it was drawn is deemed to
have been drawn in the place specified beside the name of the drawer.
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Article 6. A check must be drawn on a banker holding funds at the disposal of the drawer
and in conformity with an agreement express or implied, whereby the drawer is entitled to
dispose of those funds by check. Nevertheless, if these provisions are not complied with,
the instrument is still valid as a check.

Article 7.

1. A check cannot be accepted. A statement of acceptance on a check shall be
disregarded.

2. A check does not operate as an assignment of funds in the hands of the drawee
available for payment thereof and the drawee of a check is not liable to the holder.
Article 8.
1. A check may be made payable:
a. To a specified person with or without the express clause “to order,” or
b. To a specified person, with the words “not to order” or equivalent words, or
c. To bearer.

2. A check made payable to a specified person with the words “or to bearer,” or any
equivalent words, is deemed to be a check to bearer.

3. A check which does not specify the payee is deemed to be a check to bearer.
Article 9.

1. A check may be drawn to the drawer's own order.
2. A check may be drawn for account of a third person.

3. A check may not be drawn on the drawer himself unless it is drawn by one
establishment on another establishment belonging to the same drawer.

Article 10. Any stipulation concerning interest which may be embodied in the check shall
be disregarded.

Article 11. A check may be payable at the domicile of a third person either in the locality
where the drawee has his domicile or in another locality, provided that such third person is
a banker.

Article 12.

1. Where the sum payable by a check is expressed in words and also in figures, and
there is any discrepancy, the sum denoted by the words is the amount payable.

2. Where the sum payable by a check is expressed more than once in words or more
than once in figures, and there is any discrepancy, the smaller sum is the sum payable.

Article 13. If a check bears signatures of persons incapable of binding themselves by a
check, or forged signatures, or signatures of fictitious persons, or signatures which for any
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other reason cannot bind the persons who signed the check or on whose behalf it was
signed, the obligations of the other persons who have signed it are none the less valid.

Article 14. Whoever puts his signature on a check as representing a person for whom he
had no power to act is bound himself as a party to the check and, if he pays, has the same
rights as the person for whom he purported to act. The same rule applies to a representative
who has exceeded his powers.

Article 15. The drawer guarantees payment. Any stipulation by which the drawer releases
himself from this guarantee shall be disregarded.

Article 16. If a check which was incomplete when issued has been completed otherwise
than in accordance with the agreements entered into, the non-observance of such
agreements may not be set up against the holder unless he has acquired the check in bad
faith or, in acquiring it, has been guilty of gross negligence.

SECTION 2— ENDORSEMENT
Article 17.

1. A check made payable to a specified person, with or without the express clause
“to order,” may be transferred by means of endorsement.

2. A check made payable to a specified person, in which the words “not to order” or
any equivalent expression have been inserted, can only be transferred according to the
form and with the effects of an ordinary assignment.

3. A check may be endorsed even to the drawer or to any other party to the check.
These persons may re-endorse the check.

Article 18.

1. An endorsement must be unconditional. Any condition to which it is made
subject shall be disregarded.

2. A partial endorsement is null and void.
3. An endorsement by the drawee is also null and void.
4. An endorsement “to bearer” is equivalent to an endorsement in blank.

5. An endorsement to the drawee has the effect only of a receipt, except in the case
where the drawee has several establishments and the endorsement is made in favor of an
establishment other than that on which the check has been drawn.

Article 19.

1. An endorsement must be written on the back of the check or on a slip affixed
thereto (allonge). It must be signed by the endorser.
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2. The endorsement may leave the beneficiary unspecified or may consist simply of
the signature of the endorser (endorsement in blank).
Article 20.

1. An endorsement transfers all the rights arising out of a check.

2. If the endorsement is in blank, the holder may:

a. Fill up the blank either with his own name or with the name of some other
person;

b. Re-endorse the check in blank or to some other person;

c. Transfer the check to a third person without filling up the blank and
without endorsing it.

Article 21.
1. In the absence of any contrary stipulation, the endorser guarantees payment.

2. He may prohibit any further endorsement; in this case he gives no guarantee to
the persons to whom the check is subsequently endorsed.

Article 22. The possessor of an endorsable check is deemed to be the lawful holder if he
establishes his title to the check through an uninterrupted series of endorsements, even if the
last endorsement is in blank. In this connection cancelled endorsements shall be disregarded.
When an endorsement in blank is followed by another endorsement, the person who signed
this last endorsement is deemed to have acquired the check by the endorsement in blank.

Article 23. An endorsement on a check to bearer renders the endorser liable in accordance
with the provisions governing the right of recourse; however, it does not convert the
instrument into a check to order.

Article 24. Where a person has, in any manner whatsoever, been dispossessed of a check,
whether it is a check to bearer or an endorsable check to which the holder establishes his
right in the manner mentioned in Article 22, the holder into whose possession the check
has come is not bound to give up the check unless he has acquired it in bad faith or unless
in acquiring it he has been guilty of gross negligence.

Article 25.

1. Persons sued on a check cannot set up against the holder defenses founded on
their personal relations with the drawer or with previous holders, unless the holder in
acquiring the check has knowingly acted to the detriment of the debtor.

2. Paragraph 1does not apply to a check made payable to a specified person, in
which the words “not to order” or any other equivalent expression have been inserted.

Article 26.

1. When an endorsement contains the statement “value in collection” (“valeur en
recouvrement”), “for collection” (“pour encaissement”), “by procuration” (“par
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procuration”), or any other phrase implying a simple mandate, the holder may exercise all
rights arising out of the check, but he can re-endorse it only in his capacity as agent.

2. In this case the parties liable can only set up against the holder defenses which
could be set up against the endorser.

3. The mandate contained in an endorsement by procuration does not terminate by
reason of the death of the party giving the mandate or by reason of his becoming legally
incapable.

Article 27.

1. An endorsement after protest or after an equivalent declaration or after the
expiration of the limit of time for presentment

i. Operates only as an ordinary assignment; and
ii. Does not operate to give rights under Articles 22, 24, and 25.

2. Failing proof to the contrary, an undated endorsement is deemed to have been
placed on the check prior to the protest or equivalent declaration or prior to the expiration
of the limit of time referred to in the preceding paragraph.

SECTION 3— “AVALS”

Article 28.

1. Payment of a check may be guaranteed by an “aval” as to the whole or part of its
amount.

2. This guarantee may be given by a third person other than the drawee, or even by
a person who has signed the check.

Article 29.
1. An “aval” may be given either on the check itself or on an “allonge”.

2. It is expressed by the words “good as aval,” or by any other equivalent formula.
It is signed by the giver of the “aval”.

3. It is deemed to be constituted by the mere signature of the giver of the “aval,”
placed on the face of the check.

4. An *aval” must specify for whose account it is given. In default of this, it is
deemed to be given for the drawer.

Article 30.

1. The giver of an “aval” is bound in the same manner as the person for whom he
has become guarantor.
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2. His undertaking is valid even when the liability which he has guaranteed is
inoperative for any reason other than defect of form.

3. He has, when he pays the check, the rights arising out of the check against the
person guaranteed and against those who are liable to the latter on the check.

SECTION 4—PRESENTMENT AND PAYMENT
Article 31.
1. A check is payable at sight. Any contrary stipulation shall be disregarded.

2. A check presented for payment before the date stated as the date of issue is
payable on the day of presentment.

Article 32.
A check must be presented for payment within six months of its date.

Article 33. Where a check is drawn in one place and is payable in another having a
different calendar, the day of issue shall be construed as being the corresponding day of the
calendar of the place of payment.

Article 34. The presentment of a check either at or through a clearing-house, or
electronically, as provided by agreement or regulations issued by the National Bank of
Cambodia, is an effective presentment for payment.

Article 35.

1. Payment on a check may be countermanded without prejudice to the rights of the
holder.

2. If payment on a check has not been countermanded, the drawee may pay it even
after the expiration of the time limit for presentment.

Article 36.

Neither the death of the drawer nor his incapacity taking place after the issue of the
check shall have any effect as regards the check.

Article 37.

1. The drawee who pays a check may require that it shall be given up to him
receipted by the holder.

2. When there is insufficient cover in the drawer’s account the holder may not
refuse partial payment.

3. In case of partial payment the drawee may require that the partial payment shall
be mentioned on the check and that a receipt shall be given to him.
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Article 38.

The drawee who pays an endorsable check is bound to verify the regularity of the
series of endorsements, but not the signature of the endorsers.

Article 39.

1. A check is deemed to be an authorization given to the drawee to pay in the
currency of the account on which it is drawn.

2. When a check is drawn payable in a currency which is not that of the account,
the sum payable may be paid by the drawee in the currency of the account according to its
value on the date of payment.

3. If a check drawn payable in a currency which is not that of the place of payment
has not been paid on presentment, the holder may at his option demand from a party liable
that payment of the amount of the check be made in the currency of the place of payment
according to the rate on the day of presentment or on the day of payment.

4. The usage of the place of payment shall be applied in determining the value of
foreign currency. Nevertheless, the drawer may stipulate that the sum payable shall be
calculated according to a rate expressed in the check.

5. Notwithstanding paragraph 3, a check either drawn payable in a currency which
is widely accepted in Cambodia, or in which the drawer has stipulated that payment must
be made in a certain specified foreign currency, may be enforced by the holder against any
party liable in the stated currency.

6. If the amount of the check is specified in a currency having the same
denomination, but a different value in the country of payment and the country of issue or
any other country, unless specifically indicated otherwise, where the currency is not that of
the account, reference in the check is deemed to be made to the currency of the country of
payment. Where the currency of the country of payment does not have the same
denomination, reference is deemed to be made to a currency which is widely accepted in
the place of payment.

SECTION 5—CROSSED CHECKS AND CHECKS PAYABLE IN ACCOUNT

Article 40.

1. The drawer or holder of a check may cross it with the effects stated in the next
article hereof.

2. A crossing takes the form of two parallel lines drawn on the face of the check.
The crossing may be general or special.

3. The crossing is general if it consists of the two lines only or if between the lines
the term “banker” or some equivalent is inserted; it is special if the name of a banker is
written between the lines.
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4. A general crossing may be converted into a special crossing, but a special
crossing may not be converted into a general crossing.

5. The alteration either of a crossing or of the name of the banker shall be regarded
as not having taken place.

Article 41.

1. A check which is crossed generally can be paid by the drawee only to a banker or
to a customer of the drawee.

2. A check which is crossed specially can be paid by the drawee only to the named
banker, or if the latter is the drawee, to his customer. Nevertheless the named banker may
procure the check to be collected by another banker.

3. A banker may not acquire a crossed check except from one of his customers or
from another banker. He may not collect it for the account of other persons than the
foregoing.

4. A check bearing several special crossings may not be paid by the drawee except
in a case where there are two crossings, one of which is for collection through a clearing house.

5. The drawee or banker who fails to observe the above provisions is liable for
resulting damage up to the amount of the check.

Article 42.

1. The drawer or the holder of a check may forbid its payment in cash by writing
transversally across the face of the check the words “payable in account” (“a porter en
compte”) or a similar expression.

2. In such a case the check can only be settled by the drawee by means of book-
entry such as credit in account, transfer from one account to another, set off or clearing-
house settlement. Settlement by book- entry is equivalent to payment.

3. Any obliteration of the words “payable in account” shall be deemed not to have
taken place.

4. The drawee who does not observe the foregoing provisions is liable for resulting
damage up to the amount of the check.

SECTION 6—RECOURSE FOR NON-PAYMENT
Article 43.

The holder may exercise his right of recourse against the endorsers, the drawer and
the other parties liable if the check on presentment in due time is not paid, and if the
refusal to pay is evidenced:

1. By a protest or any other formal instrument, or
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2. By a declaration dated and written by the drawee specifying the day of
presentment, or

3. By a dated declaration made by a clearing-house, stating that the check has been
delivered in due time and has not been paid.

Article 44.

1. A protest shall be signed by an officer legally authorized to authenticate
documents. As long as no such person has been designated by law he shall be designated
by the National Bank of Cambodia. A protest must contain a copy of the check, or the
original check may be annexed thereto, and specify the person at whose request the check
is protested, the place and date of the protest, the cause or reason for protesting the check,
the demand made and the answer given, if any, or the fact that the drawee cannot be found.
It shall be made at the place of the refusal to pay or accept or at some other place in
Cambodia situated within 10 kilometers of the place of presentment and refusal to pay or
accept.

2. The protest or equivalent declaration must be made before the expiration of the
limit of time for presentment.

3. If the check is presented on the last day of the limit of time, the protest may be
drawn up or the equivalent declaration made on the first business day following.

4. After the expiration of the limits of time fixed for drawing up the protest for non-
payment, the holder loses his right of recourse against parties liable on the check but may
sue the drawer under the Law of contract and ordinary assignment, in an action governed
by the Law of contract and assignment. Any recovery under this paragraph is reduced by
damages for any injury caused to the drawer by the holder's failure to meet required limits
of time.

Article 45.

1. The holder must give notice of non-payment to his endorser and to the drawer
within the four business days which follow the day on which the protest is drawn up or the
equivalent declaration is made or, in case of a stipulation “retour sans frais”, “retour sans
protét”, or any other equivalent expression, the day of presentment. Every endorser must,
within the two business days following the day on which he receives notice, inform his
endorser of the notice which he has received, mentioning the names and addresses of those
who have given the previous notices and so on through the series until the drawer is

reached. The periods mentioned above run from the receipt of the preceding notice.

2. When, in conformity with the preceding paragraph, notice is given to a person
who has signed a check, the same notice must be given within the same limit of time to his
avaliseur.

3. When an endorser either has not specified his address or has specified it in an
illegible manner, it is sufficient if notice is given to the endorser preceding him.
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4. The person who must give notice may give it in any form whatever, even by
simply returning the check.

5. He must prove that he has given notice within the limit of time prescribed. This
time-limit shall be regarded as having been observed if a letter giving the notice has been
posted within the said time.

6. A person who does not give notice within the limit of time prescribed above is
liable for the damage, if any, caused by his negligence, but the amount of his liability shall
not exceed the amount of the check.

Article 46.

1. The drawer , an endorser, or an avaliseur may, by the stipulation “retour sans
frai,”, “retour sans protét”, or any other equivalent expression written on the instrument
and signed, release the holder from having a protest drawn up or an equivalent declaration

made in order to exercise his right of recourse.

2. This stipulation does not release the holder from presenting the check within the
prescribed limit of time, or from giving the requisite notices. The burden of proving the
non-observance of the limit of time lies on the person who seeks to set it up against the
holder.

3. If the stipulation is written by the drawer, it is operative in respect of all persons
who have signed the check; if it is written by an endorser or an avaliseur, it is operative
only in respect of such endorser or avaliseur. If, in spite of the stipulation written by the
drawer, the holder has the protest drawn up or the equivalent declaration made, he must
bear the expenses thereof. When the stipulation emanates from an endorser or avaliseur,
the costs of the protest or equivalent declaration, if drawn up or made, may be recovered
from all the persons who have signed the check.

Avrticle 47.
1. All the persons liable on a check are jointly and severally bound to the holder.

2. The holder has the right to proceed against all these persons individually or
collectively without being compelled to observe the order in which they have become
bound.

3. The same right is possessed by any person signing the check who has taken it up
and paid it.

4. Proceedings against one of the parties liable do not prevent proceedings against
the others, even though such other parties may be subsequent to the party first proceeded
against.

Article 48.
The holder may claim from the party against whom he exercises his right of recourse:

1. The unpaid amount of the check;
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2. Interest at a rate determined by the National Bank of Cambodia as from the date
of presentment;

3. The expenses of the protest or equivalent declaration, and of the notices given as
well as other expenses.

Article 49. A party who takes up and pays a check can recover from the parties liable to him:
1. The entire sum which he has paid;

2. Interest on the said sum calculated at a rate determined by the National Bank of
Cambodia, as from the day on which he made payment;

3. Any expenses which he has incurred.
Article 50.

1. Every party liable against whom a right of recourse is, or may be, exercised, can
require against payment, that the check shall be given up to him with the protest or
equivalent declaration and a receipted account.

2. Every endorser who has taken up and paid a check may cancel his own
endorsement and those of subsequent endorsers.

Article 51.

1. Should the presentment of the check or the drawing up of the protest or the
making of the equivalent declaration within the prescribed limits of time be prevented by
an insurmountable obstacle (vis major), these limits of time shall be extended.

2. The holder is bound to give notice without delay of the case of vis major to his
endorser and to make a dated and signed declaration of this notice, on the check or on an
allonge; in other respects, the provisions of Article 45 shall apply.

3. When vis major has terminated, the holder must without delay present the check
for payment and, if need be, procure a protest to be drawn up or an equivalent declaration
made.

4. If vis major continues to operate beyond fifteen days after the date on which the
holder, even before the expiration of the time-limit for presentment, has given notice of vis
major to his endorser, recourse may be exercised and neither presentment, not a protest nor
an equivalent declaration, shall be necessary.

5. Facts which are purely personal to the holder or to the person whom he has
entrusted with the presentment of the check or the drawing up of the protest or the making
of the equivalent declaration are not deemed to constitute cases of vis major.

6. Liability on a check that has been lost or destroyed may be enforced only against
security provided by the party enforcing the check, which to the satisfaction of the court
indemnifies the party liable on it against any claim of any other person on the check if it
reaches a holder who acquires it otherwise than in bad faith or gross negligence.
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SECTION 7- CHECK COLLECTION
Article 52.

1. Where a check is delivered to a banker for deposit to the credit of the customer
and the banker credits him with the amount of the check, the banker acquires all the rights
and powers of a holder of the check.

2. Unless otherwise agreed, credit so posted to the account is provisional, and the
banker may debit the account or shall otherwise have recourse from the customer if the
check is not paid. Unless otherwise agreed, any withdrawal of such provisional credit is at
the banker’s sole discretion and subject to charge-back or recourse from the customer if the
check is not paid.

3. Regardless of the lack of any defect, restriction or limitation in, or form or type
of, customer’s endorsement, the banker’s rights under paragraph 1 are:

i. As if he is the possessor of an endorsable check under Article 22, and

ii. Notwithstanding anything to the contrary in Article 26 where it otherwise
applies.

Article 53.

The delivery of a check to a banker for collection is a payment order governed by
Chapter V of this Law. In case of an inconsistency with respect to a check between a provision
of Chapter V of this Law and a provision of this Chapter, this Chapter prevails.

SECTION 8—ALTERATIONS

Article 54. In case of alteration of the text of a check, parties who have signed subsequent
to the alteration are bound according to the terms of the altered text; parties who have
signed before the alteration are bound according to the terms of the original text.

SECTION 9—LIMITATION OF ACTIONS OF RECOURSE

Article 55.

1. Actions of recourse by the holder against the endorsers, the drawer and the other
parties liable are barred after six months as from the expiration date of the limit of time
fixed for presentment.

2. Actions of recourse by the different parties liable for the payment of a check
against other such parties are barred after six months as from the day on which the party
liable has paid the check or the day on which he was sued thereon.

Avrticle 56. Interruption of the period of limitation under Article 55 is only effective
against the person in respect of whom the period has been interrupted.
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SECTION 10—TIME CALCULATIONS
Article 57.
1. The presentment or protest of a check may only take place on a business day.

2. When the last day of the limit of time prescribed by the Law for performing any
act relating to a check, and particularly for the presentment or for the drawing up of a
protest or the making of an equivalent declaration, is a legal holiday, the limit of time is
extended until the first business day which follows the expiration of that time. Immediate
holidays are included in computing limits of time.

Article 58. The limits of time stipulated in the present Chapter shall not include the day on
which the period commences.

Article 59. No days of grace, whether legal or judicial, are permitted.

CHAPTER I11—BILLS OF EXCHANGE

SECTION 1—ISSUE AND FORM OF A BILL OF EXCHANGE

Article 60. A bill of exchange is an unconditional order in writing, addressed by one
person to another, signed by the person giving it, requiring the person to whom it is
addressed to pay a determinate sum of money to, or to the order of, a specified person, or
to bearer. It must be payable at a maturity and conform to all requirements as provided by
this Chapter.

Article 61. A bill of exchange is a credit instrument. It may be written in Khmer or any
other language and must contain:

- The term “bill of exchange” or “draft” inserted in the body of the instrument
and expressed in the language employed in drawing up the instrument;

- Anunconditional order to pay a determinate sum of money;

- The name of the person who is to pay (drawee);

- A statement of the time of payment;

- A statement of the place where payment is to be made;

- The name of the person to whom or to whose order payment is to be made;
- A statement of the date and of the place where the bill is issued,;

- The signature of the person who gives the order on the bill (drawer).
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Article 62. An instrument in which any of the requirements mentioned in the preceding
article is wanting is invalid as a bill of exchange, except in the cases specified in the
following paragraphs:

1. A bill of exchange in which the time of payment is not specified is deemed to be
payable at sight.

2. In default of special mention, the place specified beside the name of the drawee
is deemed to be the place of payment, and at the same time the place of the domicile of the
drawee.

3. A bill of exchange, which does not mention the place of its issue, is deemed to
have been drawn in the place mentioned beside the name of the drawer.

4. A bill of exchange may be drawn payable to bearer. A bill of exchange which
does not contain the name of the person to whom or to whose order payment is to be made
is deemed to be made payable to bearer.

Article 63. A bill of exchange may be drawn payable to drawer's order. It may be drawn
on the drawer himself or for account of a third person.

Avrticle 64. A bill of exchange may be payable at the domicile of a third person either in
the locality where the drawee has his domicile or in another locality.

Article 65.

1. When a bill of exchange is payable at sight, or at a fixed period after sight, the
drawer may stipulate that the sum payable shall bear interest. In the case of any other bill
of exchange, this stipulation is deemed not to be written (non écrite).

2. The rate of interest must be specified in the bill; in default of such specification,
the stipulation shall be deemed not to be written (non écrite).

3. Interest runs from the date of the bill of exchange, unless some other date is
specified.

Article 66.

1. When the sum payable by a bill of exchange is expressed in words and also in
figures, and there is a discrepancy between the two, the sum denoted by the words is the
amount payable.

2. Where the sum payable by a bill of exchange is expressed more than once in
words or more than once in figures, and there is a discrepancy, the smaller sum is the sum
payable

Article 67. If a bill of exchange bears signatures of persons incapable of binding
themselves by a bill of exchange, or forged signatures, or signatures of fictitious persons,
or signatures which for any other reason cannot bind the persons who signed the bill of
exchange or on whose behalf it was signed, the obligations of the other persons who signed
it are nonetheless valid.
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Article 68. Whosoever puts his signature on a bill of exchange as representing a person for
whom he had no power to act is bound himself as a party to the bill and, if he pays, has the
same rights as the person for whom he purported to act. The same rule applies to a
representative who has exceeded his powers.

Article 69.
1. The drawer guarantees both acceptance and payment.

2. He may release himself from guaranteeing acceptance but may not release
himself from guaranteeing payment.

Article 70. If a bill of exchange which was incomplete when issued has been completed
otherwise than in accordance with the agreements entered into, the non-observance of such
agreements may not be set up against the holder unless he has acquired the bill of exchange
in bad faith or, in acquiring it, has been guilty of gross negligence.

SECTION 2—ENDORSEMENT
Article 71.

1. A bill of exchange payable to a specified person, with or without the express
clause “to order”, may be transferred by means of endorsement.

2. When the drawer has inserted in a bill of exchange payable to a specified person
the words “not to order” or an equivalent expression, the instrument can only be
transferred according to the form, and with the effects of an ordinary assignment.

3. A bill of exchange may be endorsed even in favor of the drawee, whether he has
accepted or not, or of the drawer, or of any other party to the bill. These persons may re-
endorse the bill.

Article 72.

1. An endorsement must be unconditional. Any condition to which it is made
subject is deemed not to be written (non écrite).

2. A partial endorsement is null and void.
3. An endorsement “to bearer” is equivalent to an endorsement in blank.
Article 73.

1. An endorsement must be written on the back of the bill of exchange or on a slip
affixed thereto (allonge). It must be signed by the endorser.

2. The endorsement may leave the beneficiary unspecified or may consist simply of
the signature of the endorser (endorsement in blank).

- 66 -



Article 74.
1. An endorsement transfers all the rights arising out of a bill of exchange.
2. If the endorsement is in blank, the holder may:

a. Fill up the blank either with his own name or with the name of some other
person;

b. Re-endorse the bill in blank, or to some other person;

c. Transfer the bill to a third person without filling up the blank, and without
endorsing it.

Article 75.

1. In the absence of any contrary stipulation, the endorser guarantees acceptance
and payment.

2. He may prohibit any further endorsement; in this case, he gives no guarantee to
the persons to whom the bill is subsequently endorsed.

3. An endorsement on a bill of exchange to bearer renders the endorser liable in
accordance with the provisions governing the right of recourse; however, it does not
convert the instrument into a bill of exchange to order.

Article 76.

1. The possessor of a bill of exchange is deemed to be the lawful holder if he
establishes his title to the bill through an uninterrupted series of endorsements, even if the
last endorsement is in blank. In this connection, cancelled endorsements are deemed not to
be written (non écrite). When an endorsement in blank is followed by another
endorsement, the person who signed this last endorsement is deemed to have acquired the
bill by the endorsement in blank.

2. Where a person has been dispossessed of a bill of exchange in any manner
whatsoever, the holder who establishes his right thereto in the manner mentioned in the
preceding paragraph or of a bill of exchange payable to bearer is not bound to give up the
bill unless he has acquired it in bad faith, or unless in acquiring it he has been guilty of
gross negligence.

Article 77.

1. Persons sued on a bill of exchange cannot set up against the holder defenses
founded on their personal relations with the drawer or with previous holders, unless the
holder, in acquiring the bill, has knowingly acted to the detriment of the debtor.

2. Paragraph 1 does not apply to a bill of exchange made payable to a specified

person, in which the words “not to order” or any other equivalent expression have been
inserted.
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Article 78.

1. When an endorsement contains the statements “value in collection” (“valeur en
recouvrement”), “for collection” (“pour encaissement”), “by procuration” (“par
procuration”) or any other phrase implying a simple mandate, the holder may exercise all
rights arising out of the bill of exchange, but he can only endorse it in his capacity as
agent.

2. In this case, the parties liable can only set up against the holder defenses which
could be set up against the endorser.

3. The mandate contained in an endorsement by procuration does not terminate by
reason of the death of the party giving the mandate or by reason of his becoming legally
incapable.

4. The delivery of a bill of exchange to a banker for collection is a payment order
governed by Chapter V of this Law. In case of an inconsistency with respect to a bill of
exchange between a provision of Chapter V of this Law and a provision of this Chapter,
this Chapter prevails.

Article 79.

1. When an endorsement contains the statements “value in security” (“valeur en
garantie”), “value in pledge” (“valeur en gage”), or any other statement implying a pledge,
the holder may exercise the rights arising out of the bill of exchange, but an endorsement
by him has the effect only of an endorsement by an agent.

2. The parties liable cannot set up against the holder defenses founded on their
personal relations with the endorser, unless the holder, in receiving the bill, has knowingly
acted to the detriment of the debtor.

Article 80.

2. An endorsement after protest or after equivalent declaration or after the
expiration of the limit of time for presentment

i. Operates only as an ordinary assignment; and
ii. Does not operate to give rights under Articles 76 and 77.

2. Failing proof to the contrary, an undated endorsement is deemed to have been
placed on the bill of exchange prior to the protest or equivalent declaration or prior to the
expiration of the limit of time referred to in the preceding paragraph.

SECTION 3—ACCEPTANCE

Article 81. Until maturity, a bill of exchange may be presented to the drawee for acceptance
at his domicile, either by the holder or by a person who is merely in possession of the bill.
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Article 82.

1. In any bill of exchange, the drawer may stipulate that it shall be presented for
acceptance with or without fixing a limit of time for presentment.

2. Except in the case of a bill payable at the address of a third party or in a locality
other than that of the domicile of the drawee, or, except in the case of a bill drawn payable
at a fixed period after sight, the drawer may prohibit presentment for acceptance.

3. He may also stipulate that presentment for acceptance shall not take place before
a named date.

4. Unless the drawer has prohibited acceptance, every endorser may stipulate that
the bill shall be presented for acceptance, with or without fixing a limit of time for
presentment.

Article 83.

1. Bills of exchange payable at a fixed period after sight must be presented for
acceptance within one year of their date.

2. The drawer may abridge or extend this period.
3. These periods may be abridged by the endorsers.
Article 84.

1. The drawee may demand that a bill shall be presented to him a second time on
the day after the first presentment. Parties interested are not allowed to set up that this
demand has not been complied with unless this request is mentioned in the protest.

2. The holder is not obliged to surrender to the drawee a bill presented for
acceptance.

Article 85.

1. An acceptance is written on the bill of exchange. It is expressed by the word
“accepted” or any other equivalent term. It is signed by the drawee. The simple signature
of the drawee on the face of the bill constitutes an acceptance.

2. When the bill is payable at a certain time after sight, or when it must be
presented for acceptance within a certain limit of time in accordance with a special
stipulation, the acceptance must be dated as of the day when the acceptance is given,
unless the holder requires that it shall be dated as of the day of presentment. If it is
undated, the holder, in order to preserve his right of recourse against the endorsers and the
drawer, must authenticate the omission by a protest drawn up within the proper time.

Article 86.

1. An acceptance is unconditional, but the drawee may restrict it to part of the sum
payable.
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2. Every other modification introduced by an acceptance into the tenor of the bill of
exchange operates as a refusal to accept. Nevertheless, the acceptor is bound according to
the terms of his acceptance as modifying the tenor of the bill of exchange.

Article 87.

1. When the drawer of a bill has indicated a place of payment other than the
domicile of the drawee without specifying a third party at whose address payment must be
made, the drawee may name such third party at the time of acceptance. In default of this
indication, the acceptor is deemed to have undertaken to pay the bill himself at the place of
payment.

2. If a bill is payable at the domicile of the drawee, the latter may in his acceptance
indicating an address in the same place where payment is to be made.

Article 88.

1. A bill of exchange does not operate as an assignment of funds in the hands of the
drawee available for payment thereof, and the drawee of a bill of exchange who does not
accept is not liable on the bill of exchange.

2. By accepting, the drawee undertakes to pay the bill of exchange at its maturity.

3. In default of payment, the holder, even if he is the drawer, has a direct action on
the bill of exchange against the acceptor for all that can be demanded in accordance with
Articles 106 - 107.

Article 89.

1. Where the drawee who has put his acceptance on a bill has cancelled it before
restoring the bill, acceptance is deemed to be refused. Failing proof to the contrary, the
cancellation is deemed to have taken place before the bill was restored.

2. Nevertheless, if the drawee has notified his acceptance in writing to the holder or
to any party who has signed the bill, he is liable to such parties according to the terms of
his acceptance.

SECTION 4— “AVALS”
Article 90.

1. Payment of a bill of exchange may be guaranteed by an “aval” as to the whole or
part of its amount.

2. This guarantee may be given by a third person or even by a person who has
signed as a party to the bill.

Article 91.

1. An “aval” may be given either on the bill itself or on an *“allonge.”
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2. It is expressed by the words “good as aval” (“bon pour aval”) or by any other
equivalent formula. It is signed by the giver of the “aval.”

3. It is deemed to be constituted by the mere signature of the giver of the “aval”
placed on the face of the bill, except in the case of the signature of the drawee or of the
drawer.

4. An *aval” must specify for whose account it is given. In default of this, it is
deemed to be given for the drawer.

Article 92.

1. The giver of an “aval” is bound in the same manner as the person for whom he
has become guarantor.

2. His undertaking is valid even when the liability which he has guaranteed is
inoperative for any reason other than defect of form.

3. He has, when he pays a bill of exchange, the rights arising out of the bill of
exchange against the person guaranteed and against those who are liable to the latter on the
bill of exchange.

SECTION 5—MATURITY
Article 93.
1. A bill of exchange may be drawn payable:
a. At sight;
b. At a fixed period after sight;
c. At a fixed period after date; or
d. At a fixed date.

2. A bill of exchange may be drawn payable by stated installments, each at a fixed
date, with a provision that in default in payment of any installment the entire unpaid
balance shall become due;

3. Bills of exchange at other maturities are null and void.
Article 94.

1. A bill of exchange at sight is payable on presentment. It must be presented for
payment within a year of its date of issue. The drawer may abridge or extend this period.
These periods may be abridged by the endorsers.
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2. The drawer may prescribe that a bill of exchange payable at sight must not be
presented for payment before a named date. In this case, the period for presentment begins
from the said date.

Article 95.

1. The maturity of a bill of exchange payable at a fixed period after sight is
determined either by the date of the acceptance or by the date of the protest.

2. In the absence of the protest, an undated acceptance is deemed, so far as regards
the acceptor, to have been given on the last day of the limit of time for presentment for
acceptance.

Article 96.

1. Where a bill of exchange is drawn payable at one or more months after date or
after sight, the bill matures on the corresponding date of the month when payment must be
made. If there be no corresponding date, the bill matures on the last day of this month.

2. When a bill of exchange is drawn payable at one or more months and a half after
date or sight, entire months must first be calculated.

3. If the maturity is fixed at the commencement, in the middle, or at the end of the
month, the first, fifteenth or last day of the month is to be understood.

4. The expression “eight days” or “fifteen days” indicates not one or two weeks, but
a period of eight or fifteen actual days.

5. The expression “half month” means a period of fifteen days.
Article 97.

1. When a bill of exchange is payable on a fixed day in a place where the calendar
is different from the calendar in the place of issue, the day of maturity is deemed to be
fixed according to the calendar of the place of payment.

2. When a bill of exchange drawn between two places having different calendars is
payable at a fixed period after date, the day of issue is referred to the corresponding day of
the calendar in the place of payment, and the maturity is fixed accordingly.

3. The time for presenting bills of exchange is calculated in accordance with the
rules of the preceding paragraph.

4. These rules do not apply if a stipulation in the bill or even the simple terms of the
instrument indicate an intention to adopt some different rule.
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SECTION 6—PAYMENT

Article 98.

1. The holder of a bill of exchange payable on a fixed day or at a fixed period after
date or after sight must present the bill for payment either on the day on which it is payable
or on one of the two business days which follow.

2. The presentment of a bill of exchange either at or through a clearing-house, or
electronically, as provided by agreement or regulations issued by the National Bank of
Cambodia, is an effective presentment for payment.

Article 99.

1. The drawee that pays a bill of exchange may require that it shall be given up to
him receipted by the holder.

2. The holder may not refuse partial payment.

3. In case of partial payment the drawee may require that the partial payment shall
be mentioned on the bill and that a receipt shall be given to him.

Article 100. When a bill of exchange is not presented for payment within the limit of time
fixed by Article 98, every debtor is authorized to deposit the amount with the competent
authority, as designated by the National Bank of Cambodia, at the charge, risk and peril of
the holder.

Article 101

1. The holder of a bill of exchange cannot be compelled to receive payment thereof
before maturity.

2. The drawee who pays before maturity does so at his own risk and peril.

3. He who pays at maturity is validly discharged, unless he has been guilty of fraud
or gross negligence. He is bound to verify the regularity of the series of endorsements, but
not the signature of the endorsers.

Article 102.

1. When a bill of exchange is drawn payable in a currency which is not that of the
place of payment, the sum payable may be paid in the currency of the country, according to
its value on the date of maturity. If the debtor is in default, the holder may at his option
demand that the amount of the bill be paid in the currency of the country according to the
rate on the day of maturity or the day of payment.
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2. The usage of the place of payment determines the value of foreign currency.
Nevertheless, the drawer may stipulate that the sum payable shall be calculated according
to a rate expressed in the bill.

3. The foregoing rules shall not apply to a bill of exchange (i) drawn payable in a
currency which is accepted in Cambodia, or (ii) in which the drawer has stipulated that
payment must be made in a certain specified foreign currency. In each such case the bill of
exchange shall be paid in the stated currency.

4. If the amount of the bill of exchange is specified in a currency having the same
denomination, but a different value in the country of payment and the country of issue or
any other country, unless indicated otherwise, reference in the bill of exchange is deemed
to be made to the currency of the country of payment. Where the currency of the country of
payment does not have the same denomination, reference is deemed to be made to a
currency which is widely accepted in the place of payment.

5. Where a bill of exchange is payable at the domicile of a banker the designation
of an account to be debited with the amount payable is deemed to be an authorization to
pay in the currency of the account.

SECTION 7—RECOURSE FOR NON-ACCEPTANCE OR NON-PAYMENT

Article 103. The holder may exercise his right of recourse against the endorsers, the
drawer, and the other parties liable:

1. At maturity, if payment has not been made, or,
2. Even before maturity:
I If there has been total or partial refusal to accept;

ii. In the event of the bankruptcy (faillite) of the drawee, whether he has
accepted or not, or in the event of a stoppage of payment on his part, even when not
declared by a judgment, or where execution has been levied against his assets
without result;

iii. In the event of the bankruptcy (faillite) of the drawer of a non-acceptable
bill.

Article 104.

1. Default of acceptance or of payment must be evidenced by an authentic act
(protest for non-acceptance or non-payment).

2. Protest for non-acceptance must be made within the limit of time fixed for
presentment for acceptance. If, in the case contemplated by Article 84, paragraph 1, the
first presentment takes place on the last day of that time, the protest may nevertheless be
drawn up on the next day.
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3. Protest for non-payment of a bill of exchange payable on a fixed day or at a fixed
period after date or sight must be made on one of the two business days following the day
on which the bill is payable. In the case of a bill payable at sight, the protest must be drawn
up under the conditions specified in the foregoing paragraph for the drawing up of a protest
for non-acceptance.

4. Protest for non-acceptance dispenses with presentment for payment and protest
for non-payment.

5. If there is a stoppage of payment on the part of the drawee, whether he has
accepted or not, or if execution has been levied against his assets without result, the holder
cannot exercise his right of recourse until after presentment of the bill to the drawee for
payment and after the protest has been drawn up.

6. If the drawee, whether he has accepted or not, is declared bankrupt (faillite
déclarée), or in the event of the declared bankruptcy of the drawer of a non-acceptable bill,
the production of the judgment declaring the bankruptcy suffices to enable the holder to
exercise his right of recourse.

7. A protest shall be signed by an officer legally authorized to authenticate
documents. As long as no such person has been designated by law he shall be designated
by the National Bank of Cambodia. A protest must contain a copy of the bill of exchange,
or the original bill of exchange may be annexed thereto, and specify the person at whose
request the bill of exchange is protested, the place and date of the protest, the cause or
reason for protesting the bill of exchange, the demand made and the answer given, if any,
or the fact that the drawee or acceptor cannot be found. It shall be made at the place of the
refusal to pay or accept or at some other place in Cambodia situated within 10 kilometers
of the place of presentment and refusal to pay or accept.

8. A protest may be constituted by the signed written drawee’s declaration
specifying the information set out in the previous paragraph.

Article 105.

1. The holder must give notice of non-acceptance or non-payment to his endorser,
to the drawer and to any avaliseur of the acceptor within the four business days which
follow the day for protest or, in case of a stipulation “retour sans frais,” “retour sans
protét,” or any other equivalent expression, the day for presentment. Every endorser must,
within the two business days following the day on which he receives notice, notify his
endorser of the notice he has received, mentioning the names and addresses of those who
have given the previous notices, and so on through the series until the drawer is reached.
The periods mentioned above run from the receipt of the preceding notice.

2. When, in conformity with the preceding paragraph, notice is given to a person
who has signed a bill of exchange, the same notice must be given within the same limit of
time to his avaliseur.

3. Where an endorser either has not specified his address or has specified it in an
illegible manner, it is sufficient that notice should be given to the preceding endorser.
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4. A person who must give notice, may give it in any form whatever, even by
simply returning the bill of exchange.

5. He must prove that he has given notice within the time allowed. This time-limit
shall be regarded as having been observed if a letter giving the notice has been posted
within the prescribed time.

6. A person who does not give notice within the limit of time mentioned above does
not forfeit his rights. He is responsible for the injury, if any, caused by his negligence, but
the damages shall not exceed the amount of the bill of exchange.

Article 106.

1. The drawer, an endorser, or a person guaranteeing payment by aval (avaliseur)
may, by the stipulation “retour sans frais,” “retour sans protét,” or any other equivalent
expression written on the instrument and signed, release the holder from having a protest
of non-acceptance or non-payment drawn up in order to exercise his right of recourse.

2. This stipulation does not release the holder from presenting the bill within the
prescribed time, or from the notices he has to give. The burden of proving the non-
observance of the limits of time lies on the person who seeks to set it up against the holder.

3. If the stipulation is written by the drawer, it is operative in respect of all persons
who have signed the bill; if it is written by an endorser or an avaliseur, it is operative only
in respect of such endorser or avaliseur. If, in spite of the stipulation written by the drawer,
the holder has the protest drawn up, he must bear the expenses thereof. When the
stipulation emanates from an endorser or avaliseur, the costs of the protest, if one is drawn
up, may be recovered from all the persons who have signed the bill.

Article 107.

1. All drawers, acceptors, endorsers or guarantors by aval of a bill of exchange are
jointly and severally liable to the holder.

2. The holder has the right of proceeding against all these persons individually or
collectively without being required to observe the order in which they have become bound.

3. The same right is possessed by any person signing the bill who has taken it up
and paid it.

4. Proceedings against one of the parties liable do not prevent proceedings against
the others, even though they may be subsequent to the party first proceeded against.

Article 108.

1. The holder may recover from the person against whom he exercises his right of
recourse:

a. The amount of the unaccepted or unpaid bill of exchange with interest, if
interest has been stipulated for;

-76 -



b. Interest at a rate determined by the National Bank of Cambodia from the
date of maturity;

c. The expenses of protest and of the notices given as well as other
expenses.

2. If the right of recourse is exercised before maturity, the amount of the bill shall
be subject to a discount. This discount shall be calculated according to the official rate of
discount (bank-rate) ruling on the date when recourse is exercised at the place of domicile
of the holder.

Article 109. A party who takes up and pays a bill of exchange can recover from the parties
liable to him:

1. The entire sum which he has paid;

2. Interest on the said sum calculated at a rate determined by the National Bank of
Cambodia, starting from the day when he made payment;

3. Any expenses which he has incurred.
Article 110.

1. Every party liable against whom a right of recourse is or may be exercised can
require against payment that the bill shall be given up to him with the protest and a
receipted account.

2. Every endorser who has taken up and paid a bill of exchange may cancel his own
endorsement and those of subsequent endorsers.

Article 111. In the case of the exercise of the right of recourse after a partial acceptance, the
party who pays the sum in respect of which the bill has not been accepted can require that this
payment shall be specified on the bill and that he shall be given a receipt therefore. The holder
must also give him a certified copy of the bill, together with the protest, in order to enable
subsequent recourse to be exercised.

Article 112.

1. Every person having the right of recourse may, in the absence of agreement to
the contrary, reimburse himself by means of a fresh bill (redraft) to be drawn at sight on
one of the parties liable to him and payable at the domicile of that party.

2. The redraft includes, in addition to the sums mentioned in Articles 108 and 109,
brokerage and the cost of stamping the redraft.

3. If the redraft is drawn by the holder, the sum payable is fixed according to the
rate for a sight bill drawn at the place where the original bill was payable upon the party
liable at the place of his domicile. If the redraft is drawn by an endorser, the sum payable is
fixed according to the rate for a sight bill drawn at the place where the drawer of the redraft
is domiciled upon the place of domicile of the party liable.
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Article 113.

1. The holder loses his rights of recourse against the endorsers, against the drawer
and against the other parties liable, with the exception of the acceptor, after the expiration
of the limits of time fixed:

a. For the presentment of a bill of exchange drawn at sight or at a fixed
period after sight;

b. For drawing up the protest for non-acceptance or non-payment;

c. For presentment for payment in the case of a stipulation “retour sans

frais,” “retour sans protét,” or any other equivalent expression.

2. In default of presentment for acceptance within the limit of time stipulated by the
drawer, the holder loses his right of recourse for non-payment, as well as for non-
acceptance, unless it appears from the terms of the stipulation that the drawer only meant
to release himself from the guarantee of acceptance.

3. If the stipulation for a limit of time for presentment is contained in an
endorsement, the endorser alone can avail himself of it.

4. The holder who has lost his right of recourse under this Article may sue the
drawer under the Law of contract and ordinary assignment, in an action governed by the
Law of contract and assignment. Any recovery under this paragraph is reduced by damages
for any injury caused to the drawer by the holder's failure to meet required limits of time.

Article 114.

1. Should the presentment of the bill of exchange or the drawing up of the protest
within the prescribed limits of time be prevented by an insurmountable obstacle (vis
major), these limits of time shall be extended.

2. The holder is bound to give notice without delay of the case of vis major to his
endorser and to specify this notice, which he must date and sign, on the bill or on an
allonge; in other respects the provisions of Article 105 shall apply.

3. When vis major has terminated, the holder must without delay present the bill of
exchange for acceptance or payment and, if need be, draw up the protest.

4. If vis major continues to operate beyond thirty days after maturity, recourse may
be exercised, and neither presentment nor the drawing up of a protest shall be necessary.

5. In the case of bills of exchange drawn at sight or at a fixed period after sight, the
time-limit of thirty days shall run from the date on which the holder, even before the
expiration of the time for presentment, has given notice of vis major to his endorser. In the
case of bills of exchange drawn at a certain time after sight, the above time-limit of thirty
days shall be added to the period after sight specified in the bill of exchange.
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6. Facts which are purely personal to the holder or to the person whom he has
entrusted with the presentment of the bill or drawing up of the protest are not deemed to
constitute cases of vis major.

7. Liability on a bill of exchange that has been lost or destroyed may be enforced
only against security provided by the party enforcing the bill of exchange, which to the
satisfaction of the court, indemnifies the party liable on it against any claim of any other
person on the bill of exchange if it reaches a holder who acquires it otherwise than in bad
faith or gross negligence.

SECTION 8—INTERVENTION FOR HONOR
Article 115.

1. The drawer, an endorser, or a person giving an aval may specify a person who is
to accept or pay in case of need.

2. A bill of exchange may, subject as hereinafter mentioned, be accepted or paid by
a person who intervenes for the honor of any debtor against whom a right of recourse exists.

3. The person intervening may be a third party, even the drawee, or, save the
acceptor, a party already liable on the bill of exchange.

4. The person intervening is bound to give, within two business days, notice of his
intervention to the party for whose honor he has intervened. In default, he is responsible
for the injury, if any, due to his negligence, but the damages shall not exceed the amount of
the bill of exchange.

Article 116.

1. There may be acceptance by intervention in all cases where the holder has a right
of recourse before maturity on a bill which has not yet been accepted.

2. When the bill of exchange indicates a person who is designated to accept or pay
it as a referee in case of need at the place of payment, the holder may not exercise his
rights of recourse before maturity against the person naming such referee and against
subsequent signatories, unless he has presented the bill of exchange to the referee and until,
if acceptance is refused by the latter, this refusal has been authenticated by a protest.

3. In other cases of intervention the holder may refuse an acceptance by
intervention. Nevertheless, if he allows it, he loses his right of recourse before maturity
against the person on whose behalf such acceptance was given and against subsequent
signatories.
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Article 117. Acceptance by intervention is specified on the bill of exchange. It is signed by
the person intervening. It mentions the person for whose honor it has been given and, in
default of such mention, the acceptance is deemed to have been given for the honor of the
drawer.

Article 118.

1. The acceptor by intervention is liable to the holder and to the endorsers,
subsequent to the party for whose honor he intervened, in the same manner as such party.

2. Notwithstanding an acceptance by intervention, the party for whose honor it has
been given and the parties liable to him may require the holder, in exchange for payment of
the sum mentioned in Article 108, to deliver the bill, the protest, and a receipted account, if
any.

Article 119.

1. Payment by intervention may take place in all cases where, either at maturity or
before maturity, the holder has a right of recourse on the bill.

2. Payment must include the whole amount payable by the party for whose honor it
is made.

3. It must be made at the latest on the day following the last day allowed for
drawing up the protest for non-payment.

Article 120.

1. If a bill of exchange has been accepted by persons intervening who are domiciled
in the place of payment, or if persons domiciled there have been named as referees in case
of need, the holder must present the bill to all these persons and, if necessary, have a
protest for non-payment drawn up at the latest on the day following the last day allowed
for drawing up the protest.

2. In default of protest within this limit of time, the party who has named the referee
in case of need, or for whose account the bill has been accepted, and the subsequent
endorsers, are discharged.

Article 121. The holder who refuses payment by intervention loses his right of recourse
against any persons who would have been discharged thereby.

Article 122.

1. Payment by intervention must be authenticated by a receipt given on the bill of
exchange mentioning the person for whose honor payment has been made. In default of
such mention, payment is deemed to have been made for the honor of the drawer.

2. The bill of exchange and the protest, if any, must be given up to the person
paying by intervention.
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Article 123.

1. The person paying by intervention acquires the rights arising out of the bill of
exchange against the party for whose honor he has paid and against persons who are liable
to the latter on the bill of exchange. Nevertheless, he cannot re-endorse the bill of
exchange.

2. Endorsers subsequent to the party for whose honor payment has been made are
discharged.

3. In case of competition for payment by intervention, the payment which affects
the greater number of releases has the preference. Any person, who with knowledge of the
facts, intervenes in a manner contrary to this rule, loses his right of recourse against those
who would have been discharged.

SECTION 9 — PARTS OF A SET AND COPIES
Article 124.

1. Where a bill is drawn in a set of two or more identical parts, with each part of the
set being numbered and containing a reference to the other parts, the whole of the parts
constitute one bill.

2. The acceptance and each endorsement of a bill drawn in a set may be written on
any part, but to be liable on the whole bill and not on any separate part, each such
acceptance or endorsement must be written on one part only.

3. The drawer who signed each part is nevertheless liable on the whole bill and not
on each part.

4. A party who has sent one part for acceptance must indicate on the other parts the
name of the person in whose hands this part is to be found. That person is bound to
surrender it to the lawful holder of another part. If he refuses, the holder cannot exercise
his right of recourse until he has had a protest drawn up specifying:

a. That the part sent for acceptance has not been given up to him on his
demand;

b. That acceptance or payment could not be obtained on another of the parts.
Article 125.
1. Where the holder of a set endorses two or more parts to different persons:

a. He is liable on every such part, and every endorser subsequent to him is
liable on the part he has himself endorsed as if the parts were separate bills.

b. The lawful holder of a part whose title first accrues is entitled to recover
payment received by any person paid by the drawer or the drawee who has not
accepted the bill.
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2. Where the drawee accepts more than one part and such accepted parts get into
the hands of different lawful holders, he is liable on every such part as if it were a separate
bill.

Article 126.

1. When the acceptor of a bill drawn in a set pays it without requiring the part
bearing his acceptance to be delivered up to him, and that part at maturity is outstanding in
the hands of a lawful holder, he is liable to the holder thereof.

2. The drawer of a bill drawn in a set is discharged when he pays any part duly
presented to him.

3. Subject to this Article and the preceding Article, where any one part of a bill
drawn in a set is discharged by payment or otherwise, the whole bill is discharged.

Article 127.
1. Every holder of a bill of exchange has the right to make copies of it.

2. A copy must reproduce the original exactly, with the endorsements and all other
statements to be found therein. It must specify where the copy ends.

3. It may be endorsed and guaranteed by aval in the same manner and with the
same effects as the original.

Article 128.

1. A copy must specify the person in possession of the original instrument. The
latter is bound to hand over the said instrument to the lawful holder of the copy.

2. If he refuses, the holder may not exercise his right of recourse against the persons
who have endorsed the copy or guaranteed it by aval until he has had a protest drawn up
specifying that the original has not been given up to him on his demand.

3. Where the original instrument, after the last endorsement before the making of
the copy contains a clause “commencing from here an endorsement is only valid if made
on the copy” or some equivalent formula, a subsequent endorsement on the original is null
and void.

SECTION 10—AVLTERATIONS

Article 129. In case of alteration of the text of a bill of exchange, parties who have signed
subsequent to the alteration are bound according to the terms of the altered text; parties
who have signed before the alteration are bound according to the terms of the original text.

SECTION 11—LIMITATION OF ACTIONS OF RECOURSE
Article 130.
1. All actions of recourse arising out of a bill of exchange against the acceptor are
barred after three years, reckoned from the date of maturity.
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2. Actions of recourse by the holder against the endorsers and against the drawer
are barred after one year from the date of a protest drawn up within proper time, or from
the date of maturity where there is a stipulation “retour sans frais,” “retour sans protét,” or
any other equivalent expression.

3. Actions of recourse by endorsers against each other and against the drawer are
barred after six months, reckoned from the day when the endorser took up and paid the bill
or from the day when he himself was sued.

Article 131. Interruption of the period of limitation is only effective against the person in
respect of whom the period has been interrupted.

SECTION 12—TIME CALCULATIONS
Article 132.

1. Payment of a bill of exchange which falls due on a legal holiday (jour férié légal)
cannot be demanded until the next business day. So too, all other proceedings relating to a
bill of exchange, in particular presentment for acceptance and protest, can only be taken on
a business day.

2. Where any of these proceedings must be taken within a certain limit of time the
last day of which is a legal holiday (jour ferié Iégal), the limit of time is extended until the
first business day which follows the expiration of that time. Intermediate holidays (jours
fériés) are included in computing limits of time.

Article 133. Legal or contractual limits of time do not include the day on which the period
commences.

Article 134. No days of grace, whether legal or judicial, are permitted.

CHAPTER IV—PROMISSORY NOTES

SECTION 1— ISSUE AND FORM OF A PROMISSORY NOTE

Article 135. A promissory note is an unconditional promise in writing made by one person
to another signed by the maker, undertaking to pay, a determinate sum of money to, or to
the order of, a specified person or to bearer. It must be payable at a maturity and conform to all
requirements as provided by this Chapter.

Article 136. A promissory note is a credit instrument. It may be written in Khmer or any other
language and must contain:

- The term “promissory note” inserted in the body of the instrument and
expressed in the language employed in drawing up the instrument;

- Anunconditional promise to pay a determinate sum of money;
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- A statement of the time of payment;

- A statement of the place where payment is to be made;

- The name of the person to whom or to whose order payment is to be made;

- Astatement of the date and of the place where the promissory note is issued,;
- The signature of the person who makes the promise on the instrument (maker).

Article 137. An instrument in which any of the requirements mentioned in the preceding
article are wanting is invalid as a promissory note except in the case specified in the
following paragraphs:

1. A promissory note in which the time of payment is not specified is deemed to be
payable at sight.

2. In default of special mention, the place where the instrument is made is deemed
to be the place of payment and at the same time the place of the domicile of the maker.

3. A promissory note which does not mention the place of its issue is deemed to
have been made in the place mentioned beside the name of the maker.

4. A promissory note may be payable to bearer. A promissory note which does not
contain the name of the person to whom or to whose order payment is to be made is
deemed to be made payable to bearer.

Article 138. A promissory note may be payable at a place other than the maker’s domicile,
including at the domicile of a third person either in the locality where the maker has his
domicile or in another locality.

Article 139.

1. When a promissory note is payable at sight, or at a fixed period after sight, the
maker may stipulate that the sum payable shall bear interest. In the case of any other
promissory note, this stipulation is deemed not to be written (non écrite).

2. The rate of interest must be specified in the promissory note; in default of such
specification, the stipulation shall be deemed not to be written (non écrite).

3. Interest runs from the date of the promissory note, unless some other date is
specified.

Article 140.

1. When the sum payable by a promissory note is expressed in words and also in
figures, and there is a discrepancy between the two, the sum denoted by the words is the
amount payable.

-84 -



2. Where the sum payable by a promissory note is expressed more than once in
words or more than once in figures, and there is a discrepancy, the smaller sum is the sum
payable.

Article 141. If a promissory note bears signatures of persons incapable of binding themselves
by a promissory note, or forged signatures, or signatures of fictitious persons, or signatures
which for any other reason cannot bind the persons who signed the promissory note or on
whose behalf it was signed, the obligations of the other persons who signed it are nonetheless
valid.

Article 142. Whosoever puts his signature on a promissory note as representing a person
for whom he had no power to act is bound himself as a party to the promissory note and, if
he pays, has the same rights as the person for whom he purported to act. The same rule
applies to a representative who has exceeded his powers.

Article 143. If a promissory note, which was incomplete when issued, has been completed
otherwise than in accordance with the agreements entered into, the non-observance of such
agreements may not be set up against the holder unless he has acquired the promissory not
in bad faith or, in acquiring it, has been guilty of gross negligence.

SECTION 2— ENDORSEMENT

Article 144,

1. A promissory note made payable to a specified person, with or without the
express clause “to order”, may be transferred by means of endorsement.

2. When the maker has inserted in a promissory note payable to a specified person
the words “not to order” or an equivalent expression, the instrument can only be
transferred according to the form, and with the effects of an ordinary assignment.

3. A promissory note may be endorsed even in favor of the maker, or of any other
party to the promissory note. These persons may re-endorse it.

4. An instrument in the form of a promissory note payable to the maker's order is
not a promissory note under this Chapter, unless it is endorsed by the maker.

Article 145.

1. An endorsement must be unconditional. Any condition to which it is made
subject is deemed not to be written (non écrite).

2. A partial endorsement is null and void.
3. An endorsement “to bearer” is equivalent to an endorsement in blank.
Article 146.

1. An endorsement must be written on the back of the promissory note or on a slip
affixed thereto (allonge). It must be signed by the endorser.
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2. The endorsement may leave the beneficiary unspecified or may consist simply of
the signature of the endorser (endorsement in blank).

Article 147.
1. An endorsement transfers all the rights arising out of a promissory note.

2. If the endorsement is in blank, the holder may:

a. Fill up the blank either with his own name or with the name of some other
person;

b. Re-endorse the promissory note in blank, or to some other person;

c. Transfer the promissory note to a third person without filling up the
blank, and without endorsing it.

Article 148.
1. In the absence of any contrary stipulation, the endorser guarantees payment.

2. He may prohibit any further endorsement; in this case, he gives no guarantee to
the persons to whom the promissory note is subsequently endorsed.

3. An endorsement on a promissory note to bearer renders the endorser liable in
accordance with the provisions governing the right of recourse; however, it does not
convert the instrument into a promissory note to order.

Article 149.

1. The possessor of a promissory note is deemed to be the lawful holder if he
establishes his title to the promissory note through an uninterrupted series of endorsements,
even if the last endorsement is in blank. In this connection, cancelled endorsements are
deemed not to be written (non écrite). When an endorsement in blank is followed by
another endorsement, the person who signed this last endorsement is deemed to have
acquired the promissory note by the endorsement in blank.

2. Where a person has been dispossessed of a promissory note, in any manner
whatsoever, the holder who establishes his right thereto in the manner mentioned in the
preceding paragraph or of a promissory note payable to bearer is not bound to give up the
promissory note unless he has acquired it in bad faith, or unless in acquiring it he has been
guilty of gross negligence.

Article 150.

1. Persons sued on a promissory note cannot set up against the holder defenses
founded on their personal relations with the maker or with previous holders, unless the
holder, in acquiring the promissory note, has knowingly acted to the detriment of the
debtor.
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2. Paragraph 1 does not apply to a promissory note made payable to a specified
person, in which the words “not to order” or any other equivalent expression have been
inserted.

Article 151.

1. When an endorsement contains the statements “value in collection” (“valeur en
recouvrement”), “for collection” (“pour encaissemet™), “by procuration” (“par
procuration”) or any other phrase implying a simple mandate, the holder may exercise all
rights arising out of the promissory note, but he can only endorse it in his capacity as
agent.

2. In this case, the parties liable can only set up against the holder defenses which
could be set up against the endorser.

3. The mandate contained in an endorsement by procuration does not terminate by
reason of the death of the party giving the mandate or by reason of his becoming legally
incapable.

4. The delivery of a promissory note to a banker for collection is a payment order
governed by Chapter V of this Law. In case of an inconsistency with respect to promissory
notes between a provision of Chapter V of this Law and a provision of this Chapter, this
Chapter prevails.

Article 152.

1. When an endorsement contains the statements “value in security” (“valeur en
garantie”), “value in pledge” (“valeur en gage”), or any other statement implying a pledge,
the holder may exercise the rights arising out of the promissory note, but an endorsement
by him has the effects only of an endorsement by an agent.

2. The parties liable cannot set up against the holder defenses founded on their
personal relations with the endorser, unless the holder, in receiving the promissory note,
has knowingly acted to the detriment of the debtor.

Article 153.

1. An endorsement after protest or after an equivalent declaration or after the
expiration of the limit of time for presentment

i. Operates only as an ordinary assignment; and
ii. Does not operate to give rights under Articles 149 and 150.

2. Failing proof to the contrary, an undated endorsement is deemed to have been
placed on the promissory note prior to the protest or equivalent declaration or prior to the
expiration of the limit of time referred to in the preceding paragraph.
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SECTION 3— LIABILITY OF MAKER OF PROMISSORY NOTE
Avrticle 154.
1. By making it, the maker undertakes to pay the promissory note at its maturity.

2. In default of payment, the holder has a direct action on the promissory note
against the maker for all that can be demanded in accordance with Articles 175 and 176.

Article 155.

1. A promissory note payable at a fixed period after sight must be presented for visa
within one year of its date.

2. The maker may abridge or extend this period.
3. These periods may be abridged by the endorsers.
Article 156.

1. A visa is written on the promissory note. It is expressed by the word “visa” or
any other equivalent term. It is signed by the maker.

2. The visa must be dated as of the day when the visa is given, unless the holder
requires that it shall be dated as of the day of presentment. If it is undated, the holder, in
order to preserve his right of recourse against the endorsers and the maker, must
authenticate the omission by a protest drawn up within the proper time.

3. The fixed period after sight at which the promissory note is payable runs from
the date of the visa signed by the maker on the note. The refusal of the maker to give his

visa with the date thereon must be authenticated by a protest, the date of which marks the
commencement of the period of time after sight.

SECTION 4— ""AvVALS"

Article 157.

1. Payment of a promissory note may be guaranteed by an "aval" as to the whole or
part of its amount.

2. This guarantee may be given by a third person or even by a person who has
signed as a party to the promissory note.

Article 158.

1. An “aval” may be given either on the promissory note itself or on an “allonge”.

2. It is expressed by the words “good as aval” (“bon pur ava”) or by any other
equivalent formula. It is signed by the giver of the “aval”.
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3. It is deemed to be to be constituted by the mere signature of the giver of the
“aval” placed on the face of the promissory note, except in the case of the signature of the
maker.

4. An *aval” must specify for whose account it is given. In default of this, it is
deemed to be given for the maker.

Article 159.

1. The giver of an “aval” is bound in the same manner as the person for whom he
has become guarantor.

2. His undertaking is valid even when the liability which he has guaranteed is
inoperative for any reason other than defect of form.

3. He has, when he pays a promissory note, the rights arising out of the promissory
note ggainst the person guaranteed and against those who are liable to the latter on the
promissory note.

SECTION 5— MATURITY
Article 160.
1. A promissory note may be made payable:
a. At sight;
b. At a fixed period after sight;
c. At a fixed period after date; or
d. At a fixed date.

2. A promissory note may be made payable by stated installments, each at a fixed
date, with a provision that in default in payment of any installment the entire unpaid
balance shall become due.

3. Promissory notes at other maturities are null and void.
Article 161.

1. A promissory note at sight is payable on presentment. It must be presented for
payment within a year of its date of issue. The maker may abridge or extend this period.
These periods may be abridged by the endorsers.

2. The maker may prescribe that a promissory note payable at sight must not be

presented for payment before a named date. In this case, the period for presentment begins
from the said date.
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Article 162.

1. The maturity of a promissory note payable at a fixed period after sight is
determined either by the date of the visa or by the date of the protest.

2. In the absence of the protest, an undated visa is deemed, so far as regards the
maker, to have been given on the last day of the limit of time for presentment for visa.

Article 163.

1. Where a promissory note is made payable at one or more months after date or
after sight, the promissory note matures on the corresponding date of the month when
payment must be made. If there be no corresponding date, the promissory note matures on
the last day of this month.

2. When a promissory note is made payable at one or more months and a half after
date or sight, entire months must first be calculated.

3. If the maturity is fixed at the commencement, in the middle, or at the end of the
month, the first, fifteenth or last day of the month is to be understood.

4. The expression “eight days” or “fifteen days” indicate not one or two weeks, but
a period of eight or fifteen actual days.

5. The expression “half month” means a period of fifteen days.

Article 164. When a promissory note is payable on a fixed day or at a fixed period after
date in a place where the calendar is different from the calendar in the place of issue,
unless a stipulation in the promissory note or even the simple terms of the instrument
indicate an intention to adopt some different rule, the day of maturity is deemed to be fixed
according to the calendar of the place of payment.

SECTION 6— PAYMENT

Article 165.

1. The holder of a promissory note payable on a fixed day or at a fixed period after
date or after sight must present the promissory note for payment either on the day on which
it is payable of no one of the two business days which follow.

2. The presentment of a promissory note either at or through a clearing-house, or
electronically, as provided by agreement or regulations issued by the National Bank of
Cambodia, is an effective presentment for payment.

Article 166.

1. The maker who pays a promissory note may require that it shall be given up to
him receipted by the holder.
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2. The holder may not refuse partial payment.

3. In case of partial payment the maker may require that the partial payment shall
be mentioned on the promissory note and that a receipt shall be given to him.

Article 167. When a promissory note is not presented for payment within the limit of time
fixed by Article 165, every debtor is authorized to deposit the amount with the competent
authority, as designated by the National Bank of Cambodia, at the charge, risk and peril of
the holder.

Article 168.

1. The holder of a promissory note cannot be compelled to receive payment thereof
before maturity.

2. The maker who pays before maturity does so at his own risk and peril.

3. He who pays at maturity is validly discharged, unless he has been guilty of fraud
or gross negligence. He is bound to verify the regularity of the series of endorsements, but
not the signature of the endorsers.

Article 169.

1. When a promissory note is made payable in a currency which is not that of the
place of payment, the sum payable may be paid in the currency of the country, according to
its value on the date of maturity. If the debtor is in default, the holder may at his option
demand that the amount of the promissory note be paid in the currency of the country
according to the rate on the day of maturity or the day of payment.

2. The usage of the place of payment determines the value of foreign currency.
Nevertheless, the maker may stipulate that the sum payable shall be calculated according to
a rate expressed in the promissory note.

3. The foregoing rules shall not apply to a promissory note (i) made payable in a
currency which is widely accepted in Cambodia, or (ii) in which the maker has stipulated
that payment must be made in a certain specified foreign currency. In each such case the
promissory note shall be paid in the stated currency.

4. If the amount of the promissory note is specified in a currency having the same
denomination, but a different value in the country of payment and the country of issue or
any other country, unless indicated otherwise, reference in the promissory note is deemed
to be made to the currency of the country of payment where the currency of the country of
payment does not have the same denomination, to a currency which is widely accepted in
the place of payment.

5. Where a promissory note is payable at the domicile of a banker the designation
of an account to be debited with the amount payable is deemed to be an authorization to
pay in the currency of the account.
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SECTION 7— RECOURSE FOR NON-PAYMENT

Article 170. The holder may exercise his right of recourse against the endorsers, the maker
and the other parties liable:

1. at maturity, if payment has not been made, or

2. even before maturity, in the event of the bankruptcy (faillite) of the maker or in
the event of a stoppage of payment on his part, even when not declared by a judgment, or
where execution has been levied against his assets without result;

Article 171.
1. Default of payment must be evidenced by an authentic act (protest for non-payment).

2. Protest for non-payment of a promissory note payable on a fixed day or at a fixed
period after date or sight must be made on one of the two business days following the day
on which the promissory note is payable. In the case of a promissory note payable at sight,
the protest must be drawn up within the limit of the time fixed for presentment for
payment. Protest for the refusal to give visa dispenses with presentment for payment and
must be made within the limit of time fixed for presentment for payment.

3. If there is a stoppage of payment on the part of the maker or if execution has
been levied against his assets without result, the holder cannot exercise his right of
recourse until after presentment of the promissory note to the maker for payment and after
the protest has been drawn up.

4. If the maker is declared bankrupt (faillite declaree), the production of the
judgment declaring the bankruptcy suffices to enable the holder to exercise his right of
recourse.

5. A protest shall be signed by an officer legally authorized to authenticate
documents. As long as no such person has been designated by law he shall designed by the
National Bank of Cambodia. A protest must contain a copy of the promissory note, or the
original promissory note may be annexed thereto, and specify the person at whose request
the promissory note is protested, the place and date of the protest, the cause or reason for
protesting the promissory note, the demand made and the answer given, if any, or the fact
that the maker cannot be found. It shall be made at of the place of refusal to pay or at some
other place in Cambodia situated within 10 kilometers of the place of presentment and
refusal to pay.

6. A protest may be constituted by the signed written maker's declaration specifying
the information set out in previous paragraph.

Article 172.

1. The holder must give notice of non-payment to his endorser and to any avaliseur
of the maker within the four business days which follow the day for protest or, in case of a
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stipulation “retour sans frais,” “retour sans protét,” or any other equivalent expression, the
day for presentment. Every endorser must, within the two business days following the day
on which he receives notice, notify his endorser of the notice he has received, mentioning
the names and addresses of those who have given the previous notices, and so on through
the series until the maker is reached. The periods mentioned above run from the receipt of
the preceding notice.

2. When, in conformity with the preceding paragraph, notice is given to a person
who has signed a promissory note, the same notice must be given within the same limit of
time to his avaliseur.

3. Where an endorser either has not specified his address or has specified it in an
illegible manner, it is sufficient that notice should be given to the preceding endorser.

4. A person who must give notice, may give it in any form whatever, even by
simply returning the promissory note.

5. He must prove that he has given notice within the time allowed. This time-limit
shall be regarded as having been observed if a letter giving the notice has been posted
within the prescribed time.

6. A person who does not give notice within the limit of time mentioned above is
responsible for the injury, if any, caused by his negligence, but the damages shall not
exceed the amount of the promissory note.

Article 173.

1. An endorser, or a person guaranteeing payment by aval (avaliseur) may, by the
stipulation “retour sans frais,” “retour sans protét,” or any other equivalent expression
written on the instrument and signed, release the holder from having a protest of non-
payment drawn up in order to exercise his right of recourse.

2. This stipulation does not release the holder from presenting the promissory note
within the prescribed time, or from the notices he has to give. The burden of proving the
non-observance of the limits of time lies on the person who seeks to set it up against the
holder.

3. A stipulation written by an endorser or an avaliseur, is operative only in respect
of such endorser or avaliseur. If, in spite of the stipulation the holder has the protest drawn
up, the costs of the protest may be recovered from all the persons who have signed the
promissory note.

Article 174.

1. All makers, endorsers or guarantors by aval of a promissory note are jointly and
severally liable to the holder.

2. The holder has the right of proceeding against all these persons individually or
collectively without being required to observe the order in which they have become bound.
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3. The same right is possessed by any person signing the promissory note who has
taken it up and paid it.

4. Proceedings against one of the parties liable do not prevent proceedings against
the others, even though they may be subsequent to the party first proceeded against.

Article 175.

1. The holder may recover from the person against whom he exercises his right of
recourse:

a. The amount of the unpaid promissory note with interest, if interest has
been stipulated for;

b. Interest at a rate determined by the National Bank of Cambodia from the
date of maturity.

c. The expenses of protest and of the notices given as well as other
expenses.

2. If the right of recourse is exercised before maturity, the amount of the promissory
note shall be subject to a discount. This discount shall be calculated according to the
official rate of discount (bank-rate) ruling on the date when recourse is exercised at the
place of domicile of the holder.

Article 176. A party who takes up and pays a promissory note can recover from the parties
liable to him:

1. The entire sum which he has paid;

2. Interest on the said sum calculated at a rate determined by the National Bank of
Cambodia, starting from the day when he made payment;

3. Any expenses which he has incurred.
Article 177.

1. Every party liable against whom a right of recourse is or may be exercised can
require against payment that the promissory note shall be given up to him with the protest
and a receipted account.

2. Every endorser who has taken up and paid a promissory note may cancel his own
endorsement and those of subsequent endorsers.

Article 178.

1. Every person having the right of recourse may, in the absence of agreement to
the contrary, reimburse himself by means of a bill of exchange to be drawn at sight on one
of the parties liable to him and payable at the domicile of that party.
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2. The bill of exchange includes, in addition to the sums mentioned in Articles 175
and 176, brokerage and the cost of stamping the bill of exchange.

3. If the bill of exchange is drawn by the holder, the sum payable is fixed according
to the rate for a sight bill at the place where the original promissory note was payable at the
place of his domicile. If the bill of exchange is drawn by an endorser, the sum payable is
fixed according to the rate-for a sight bill drawn at the place where the drawer of the bill of
exchange is domiciled upon the place of domicile of the party liable.

Article 179.

1. The holder loses his rights of recourse against the endorsers and against the other
parties liable with the exception of the maker, after the expiration of the limits of time
fixed:

a. For the presentment of a promissory note payable at sight or at a fixed
period after sight.

b. For drawing up the protest for non-payment.

c. For presentment for payment in the case of a stipulation “retour sans frais,”
“retour sans protét,” or any other equivalent expression,

2. If the stipulation for a limit of time for presentment is contained in an
endorsement, the endorser alone can avail himself of it.

Article 180.

1. Should the presentment of the promissory note or the drawing up of the protest
within the prescribed limits of time be prevented by an insurmountable obstacle (vis
major), these limits of time shall be extended.

2. The holder is bound to give notice without delay in the case of vis major to his
endorser and to specify this notice, which he must date and sign, on the promissory note or
on an allonge; in all other respects the provisions of Article 172 shall apply.

3. When vis major has terminated, the holder must without delay present the
promissory note for payment and, if need be, draw up the protest.

4. If vis major continues to operate beyond thirty days after maturity, recourse may
be exercised, and neither presentment nor the drawing up of a protest shall be necessary.

5. In the case of promissory notes payable at sight or at a fixed period after sight,
the time-limit of thirty days shall run from the date on which the holder, even before the
expiration of the time for presentment, has given notice of vis major to his endorser. In the
case of promissory notes payable at a certain time after sight, the above time-limit of thirty
days shall be added to the period after sight specified in the promissory note.

6. Facts which are purely personal to the holder or to the person whom he has
entrusted with the presentment of the promissory note or drawing up of the protest are not
deemed to constitute cases of vis major.
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7. Liability on a promissory note that has been lost or destroyed may be enforced
only against security provided by the party enforcing the promissory note, which to the
satisfaction of the court indemnifies the party liable on it against any claim of any other
person on the promissory note if it reaches a holder who acquires it otherwise than in bad
faith or gross negligence.

SECTION 8— INTERVENTION FOR HONOR
Article 181.

1. The maker, an endorser, or a person giving an aval may specify a person who is
to pay in case of need.

2. A promissory note may, subject as hereinafter mentioned, be paid by a person
who intervenes for the honor of any debtor against whom a right of recourse exists.

3. The person intervening may be a third party already liable on the promissory
note.

4. The person intervening is bound to give, within two business days, notice of his
intervention to the party for whose honor he has intervened. In default, he is responsible
for the injury, if any, due to his negligence, but the damages shall not exceed the amount of
the promissory note.

Article 182.

1. Payment by intervention may take place in all cases where, either at maturity or
before maturity, the holder has a right of recourse on the promissory note.

2. Payment must include the whole amount payable by the party for whose honor it
is made.

3. It must be made at the latest on the day following the last day allowed for
drawing up the protest for non-payment.

Article 183.

1. If persons domiciled in the place of payment have been named as referees in case
of need, the holder must present the promissory note to all these persons and, if necessary,
have a protest for non-payment drawn up at the latest on the day following the last day
allowed for drawing up the protest.

2. In default of protest within this limit of time, the party who has named the referee
in case of need, and the subsequent endorsers, are discharged.

Article 184. The holder who refuses payment by intervention loses his right of recourse
against any persons who would have been discharged thereby.
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Article 185.

1. Payment by intervention must be authenticated by a receipt given on the
promissory note mentioning the person for whose honor payment has been made. In
default of such mention, payment is deemed to have been made for the honor of the maker.

2. The promissory note and the protest, if any, must be given up to the person
paying by intervention.

Article 186.

1. The person paying by intervention acquires the rights arising out of the
promissory note against the party for whose honor he has paid and against persons who are
liable to the latter on the promissory note. Nevertheless, he cannot re-endorse the
promissory note.

2. Endorsers subsequent to the party for whose honor payment has been made are
discharged.

3. In case of competition for payment by intervention, the payment which affects
the greater number of releases has the preference. Any person, who with knowledge of the
facts, intervenes in a manner contrary to this rule, loses his right of recourse against those
who would have been discharged.

SECTION 9— COPIES

Article 187
1. Every holder of a promissory note has the right to make copies of it.

2. A copy must reproduce the original exactly, with the endorsements and all other
statements to be found therein. It must specify where the copy ends.

3. It may be endorsed and guaranteed by aval in the same manner and with the
same effects as the original.

Article 188.

1. A copy must specify the person in possession of the original instrument. The
latter is bound to hand over the said instrument to the lawful holder of the copy.

2. If he refuses, the holder may not exercise his right of recourse against the persons
who have endorsed the copy or guaranteed it by aval until he has had a protest drawn up
specifying that the original has not been given up to him on his demand.

3. Where the original instrument, after the last endorsement before the making of
the copy contains a clause “commencing from here an endorsement is only valid if made
on the copy” or some equivalent formula, a subsequent endorsement on the original is null
and void.
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SECTION 10— ALTERATIONS

Article 189. In case of alteration of the text of a promissory note, parties who have singed
subsequent to the alteration are bound according to the terms of the altered text: parties
who have signed before the alteration are bound according to the terms of term original
text.

SECTION 11— LIMITATION OF ACTIONS OF RECOURSE
Article 190.

1. All actions of recourse arising out of a promissory note against the maker are
barred after three years, reckoned from the date of maturity.

2. Actions of recourse by the holder against the endorsers are barred after one year
from the date of a protest drawn up within proper time, or from the date of maturity where
there is a stipulation “retour sans frais,” “retour sans protét,” or any other equivalent
expression.

3. Actions of recourse by endorsers against each other are barred after six months,
reckoned from the day when the endorser took up and paid the promissory note or from the
day when he himself was sued.

Article 191. Interruption of the period of limitation is only effective against the person in
respect of whom the period has been interrupted.

SECTION 12— TIME CALCULATIONS
Article 192.

1. Payment of a promissory note which falls due on a legal holiday (jour férié 1égal)
cannot be demanded until the next business day. So too, all other proceedings relating to a
promissory note, in particular presentment for payment and protest, can only be taken on a
business day.

2. Where any of these proceedings must be taken within a certain limit of time, the
last day of which is a legal holiday (jour férié), the limit of time is extended until the first
business day which follows the expiration of that time. Intermediate holidays (jours féries)
are included in computing limits of time.

Article 193. Legal or contractual limits of time do not include the day on which the period
commences.

Article 194. No days of grace, whether legal or judicial, are permitted.
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CHAPTER YV -- PAYMENT TRANSACTIONS

SECTION 1— GENERAL PROVISIONS

Article 195. This Chapter governs payment transactions in any currency. It applies to
participants’ rights and obligations and to the organization, operation, supervision and
oversight of payment systems in the Kingdom of Cambodia.

Article 196.

1. Individuals or legal entities may open accounts in domestic and any foreign
currency and may conduct payment transactions through these accounts under conditions
as agreed subject to the provisions of Section 7 of this Chapter. An individual or legal
entity may have more than one account and in more than one bank.

2. Paragraph 1 of this Article does not supersede, and is subject to, any legal
requirement relating to the use of the domestic currency, as well as to any restriction or
limitation, imposed by law, relating to a specific type or class of accounts, or to foreign
exchange.

Article 197.

1. A payment order may be sent by a customer from either within or outside
Cambodia and received by a bank located either within or outside Cambodia.

2. A payment order received by a branch or separate office of a bank located in
Cambodia is governed by this Chapter and in matters not provided by it, by other laws
applicable in Cambodia. This paragraph applies, whether the payment order is sent from
within or outside Cambodia, and subject to an agreement to the contrary between the
sender and the receiving bank.

3. Subject to an agreement to the contrary between the sender and the receiving
bank, a payment order received by a branch or separate office of a bank located outside
Cambodia is governed by the Law applicable in the place where that branch or separate
office is located.

4. Subject to their agreement to the contrary, rights and obligations between a bank
and its customer in relation to the account and any incoming or outgoing payment order are
governed by the Law applicable in the place in which the branch or separate office of the
bank where the account is maintained is located.

5. The issue of when payment is made pursuant to a payment transaction by the
payor to the payee is governed by the Law applicable in the place in which the branch or
separate office of the destination bank is located.

6. A payment order may be addressed to the National Bank of Cambodia and
instruct payment out or into an account held at the National Bank of Cambodia in which
case this Chapter applies to the National Bank of Cambodia as a bank.
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7. Where a receiving bank agrees to carry out an instruction which is not a payment
order only because it is stated to be subject to a condition, the instruction is deemed to be a
payment order. This Chapter applies to the payment transaction, but not to the duties (i) of
a receiving bank to pass on the condition to the destination bank, and (ii) of the destination
bank to perform the condition.

Article 198.

1. In a debit transfer a receiver may revoke the receiver’s authority to the originator
by advising the destination bank of the revocation of authority in writing, electronically,
or, if so previously agreed in writing, orally. Advice shall be given before the completion
of the payment transaction, and at a time and in a manner sufficient to afford the
destination bank a reasonable opportunity to act on it. The destination bank shall reject
each sender’s payment order to which the advice applies.

2. In a debit transfer, the advice of the receiver’s death or adjudication of legal
incapacity received by the destination bank has the same effect as the receiver’s advice of
revocation of authority under paragraph 1 of this Article.

3. A customer:

i. Whose account was debited with the amount of a payment order carrying out
a debit transfer;

ii. Who contests the originator’s authority; and

ili. Who objects to the debit in writing within four days of learning of the
debit to the customer’s account; shall be entitled to the reversal of the debit unless
the destination bank has been provided with evidence of the authority given by the
customer to the originator.

4. By authorizing a debit transfer the receiver guarantees payment to the originator.

5. This Article does not apply to the receiver’s authority given to the originator by
the issue of a check.

SECTION 2—PAYMENT ORDERS
Article 199.

1. A payment order is an instruction by the sender to the receiving bank and does
not operate as an assignment of funds in favor of any participant in the payment
transaction.

2. A payment order may be given in writing, electronically, or, if so previously
agreed in writing between the parties to a payment order, orally. If so previously agreed,
and subject to the terms of the agreement, subsequent communications including
cancellation orders may also be given orally.

3. A payment order shall accurately identify the receiver and destination bank.
Where a payment order processed in an automated system identifies any participant in the
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payment transaction by name and number, a receiving bank need not confirm the
consistency between the name and number and may carry out payment on the basis of the
number alone. If any of its employees who handle the payment order notices any
inconsistency between the name and the number, the receiving bank shall reject the
payment order.

4. The National Bank of Cambodia may issue regulations providing for the
conditions under which a payment order and any other communication, including a
cancellation order, may be given orally.

Article 200.

1. In a credit transfer, unless agreed otherwise, a receiving bank is obliged to carry
out the sender’s payment order only where there is adequate cover in the sender’s account.

2. In a debit transfer, the originating bank shall carry out the originator’s payment
order upon being presented to its satisfaction with proof as to the authority given by the
receiver, and obtaining the originator’s indemnity. Unless otherwise agreed, the originating
bank shall not be obliged to provide the originator with funds or even provisional credit
prior to the completion of the debit transfer. If the originator’s account is credited by the
originating bank before the completion of the debit transfer, the credit is provisional, and
the originator’s account may be debited in the amount of the credit if the debit transfer is
not completed as provided in Article 210 of this Law.

3. Areceiving bank shall carry out only a payment orders which:
i. Is properly filled in and authorized or authenticated,;
ii. Properly identifies the destination bank; and
iii. Describes the receiver with reasonable certainty.

4. A receiving bank that declines to carry out its sender’s payment order shall
promptly advise the sender of its refusal or rejection.

5. Unless otherwise agreed, and without prejudice to levying charges as agreed or
customary, a receiving bank shall carry out a payment order in the amount instructed by
the sender.

6. A receiving bank shall carry out instructions contained in a payment order either
on the banking day it received it or on its value date, if any - whichever is later. A
receiving bank may establish a cut-off hour after which any payment order received is
deemed to be received on the following banking day.

7. An originating bank in a credit transfer and a destination bank in a debit transfer
that has received in the course of a banking day more than one payment order or other
lawful instructions for the withdrawal of funds from an account, may process them in any
sequence unless otherwise provided in any Law.

8. A receiving bank shall exercise ordinary care in handling payment orders. It shall
exercise ordinary care in the interpretation of ambiguous payment orders, and provided it
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acts in good faith and without knowledge that its interpretation is contrary to the sender’s
intent, it may carry out a payment order according to its reasonable meaning.

9. In receiving a payment order and acting in a payment transaction, and
notwithstanding any agreement to the contrary, a receiving bank shall comply with this
Law and any applicable regulation or directive as well as other law. It shall act diligently
and in good faith, comply with common banking standards, and assist participants to
complete satisfactorily the payment transaction. Within limits prescribed by this or any
other Law, it must maintain confidentiality and act in the best interest of its sender.

10. Subject to any obligation of confidentiality under any applicable law, a
receiving bank instructed to route a payment transaction through an intermediary bank or
to a destination bank that it judges to be unreliable in the circumstances, shall promptly
advise the sender of its concerns. Where the receiving bank is nevertheless instructed to
route the transaction over its advice to the contrary, it may reject the payment order, or
notwithstanding any other provision of this Law, execute it at the sender’s risk.

Article 201.

1. Unless otherwise agreed between a sender and a receiving bank, a payment order
is revocable and may be canceled. It is canceled by the sender where a properly authorized
or verified cancellation order sent by the sender or on the sender’s behalf is received by the
receiving bank at a time and in a manner which enables it to initiate cancellation before
carrying out the sender’s original instructions contained in the payment order.

2. After the execution of a sender’s payment order, at the request of the sender, the
executing receiving bank may nevertheless issue to its own receiving bank its own
cancellation order, which is governed by paragraph 1 of this Article. A cancellation order
issued to the destination bank by its sender in the payment transaction is effective only it
reaches the destination bank before the payment transaction is completed.

3. A cancellation order must accurately identify the payment order it seeks to cancel
and may be given to the receiving bank in writing, electronically, or if so previously agreed
in writing between the parties to a payment order, orally.

4. A payment order that has not been carried out by the receiving bank is withdrawn
in the following cases:

i. At the close of the fifth banking day or any agreed upon shorter period after
the receipt of the payment order by the receiving bank, or value date,
whichever is later;

ii. Where the receiving bank learns of the death or adjudication of the legal
incapacity of the sender; or

iii. Where the receiving bank has been closed by the supervisory authorities.

5. No cancellation or withdrawal of a payment order is effective after the
completion of the payment transaction.
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Article 202.
1. Settlement for interbank payment orders may take place:

i. On bhanks’ settlement accounts with the National Bank of Cambodia, in
which case it is governed by Regulation on the Operation of Settlement
Accounts;

ii. By posting a debit or credit to an account, other than a settlement account,
one bank has with the other or with a third bank. Such debit or credit may
be either for each payment order individually or for batches of payment
orders in which case it may be at the end of a clearing cycle; or

iii. By any other means in which an obligation is satisfied.
2. The time for settlement under paragraph 1 of this Article occurs as follows:

i. Under paragraph 1(i), when settlement is completed under Regulation on the
Operation of Settlement Accounts issued by the National Bank of
Cambodia;

ii. Under paragraph 1(ii), by means of a debit to an account, when the debit is
posted to the account.

iii. Under paragraph 1(ii), by means of a credit to an account, when the credit
posted to the account is used, or if not used, at the opening of the next
banking day following the day on which the credit is available for use and
the bank whose account has been credited, learns of that fact.

iv. Under paragraph 1(iii), as determined by the principles of law that
determine when the obligation is satisfied.

3. This paragraph applies where settlement under paragraph 1(ii) of this Article
takes place pursuant to an agreement or rules governing the completion of interbank
settlement other than in the National Bank of Cambodia and is for bilaterally or
multilaterally netted amounts of payment orders. Notwithstanding paragraph 2(ii) of this
Avrticle, such settlement occurs when it is completed according to the agreement or rules.

4. Regulations issued by the National Bank of Cambodia may restrict or otherwise
govern circumstances under which settlement under paragraph 1(ii) or (iii) of this Article
may take place as well as modify the time of its occurrence.

5. Notwithstanding anything in any law, whether or not it relates to insolvency
proceedings, insolvency proceedings opened against a bank shall neither:

i. Have retroactive effects on the rights and obligations arising from, or in
connection with the clearing and settlement of payment orders, other than as
of the moment such proceedings are opened; nor

ii. Affect the binding effect and enforceability of payment orders received by
any receiving bank before the moment of opening of such insolvency
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proceeding, their bilateral or multilateral netting, and any security
provided to secure them.

6. For the purposes of paragraph 5 of this Article and Article 227(2), “Insolvency
proceedings” shall mean any collective measure provided for in the Law either to liquidate,
wind up, or re-organize a bank, whether voluntary or involuntary, and the moment of the
opening of the insolvency proceedings shall be the moment when the relevant judicial or
administrative authority handed down its decision.

SECTION 3-- THIRD—PARTY PROCESSORS

Article 203. In carrying out any part of a payment transaction, a bank may employ a third—
party processor. As authorized by the bank, a third—party processor may act on behalf of
the authorizing bank as:

1. A communication facility;

2. An interbank clearing facility, which may further transmit interbank settlement
information to banks, including the bank in which settlement is completed:;

3. A managing or operating agent for the bank of bank customers’ accounts; and/or

4. A sending and receiving point for payment orders sent or received by the bank,
which may be accessed directly by bank customers for sending and receiving payment
orders.

Article 204.

1. A third—party processor shall comply with all requirements, conditions and
restrictions set by regulations prescribed by the National Bank of Cambodia. Such
regulations may provide for the licensing, regulation, and supervision of third-party
processors, and may apply to all third-party processors or any category thereof. Different
categories of third-party processors as specified by the National Bank of Cambodia may be
subject to different requirements.

2. A bank may act as a third-party processor on behalf of another bank.
Avrticle 205.

1. Other than between itself and the third—party processor, a bank is fully
responsible for any action or omission of third—party processor acting with its authority on
the bank’s behalf.

2. To ensure compliance with this Law and all other legal requirements, a bank
shall ensure that a third-party processor operates under its full control and supervision in
matters in which it acts on its behalf; the bank is precluded from denying such control and
supervision.
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Article 206.

1. A third-party processor shall reject a payment order sent directly to it by a bank
customer unless:

i. It was so sent pursuant to the bank’s authority; and
ii. In the case of a credit transfer:

a. The third-party processor acts for the bank as a managing or operating agent
of the customer’s account and there is adequate cover in the customer’s
account; or

b. The third-party processor has obtained authorization from the bank.

2. The customer’s payment order acted on by the third—party processor is deemed to be
an instruction from the customer to the customer’s bank, executed by the bank’s
corresponding payment order sent to the third—party processor for onward transmittal to
the receiving bank.

3. Where a bank authorized a third-party processor to act as a receiving point for
payment orders sent to the bank, a payment order received by the third—party processor is
deemed to have been received by that bank acting as the receiving bank.

SECTION 4-- COMPLETION OF CREDIT TRANSFER AND DISCHARGE
Article 207.

1. A credit transfer is completed when the destination bank is paid. In an in—house
transfer the bank is paid when it debits the originator’s account with the amount of the
payment order. In an interbank credit transfer, the destination bank is paid when the
interbank settlement that includes the sending bank’s payment order is completed.

2. A credit transfer is completed at the opening of the next banking day following
the banking day the payment order was received by the destination bank, or its value date,
whichever is later, if at that time there is adequate cover to the credit of the sender with the
destination bank, and unless the destination bank rejected the payment order not later than
one hour thereafter.

3. Where the receiver has no pre-existing account with the destination bank, or
where such account has been closed or blocked for incoming payments, the credit transfer
is completed upon payment of the destination bank to the receiver.

Article 208.

1. Upon the completion of a credit transfer, the destination bank becomes indebted
to the receiver in the amount of the payment order it received, and subject to reasonable
charges it may deduct, shall pay the receiver promptly.
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2. Payment to the receiver by the destination bank shall be made by crediting the
receiver’s account not later than on the banking day following the completion of the credit
transfer. Where such account does not exist or cannot be identified with reasonable
certainty, or where so instructed, the destination bank is to advise the receiver promptly of
the availability of funds in the destination bank’s hands and pay the receiver as instructed.

3. Where the receiver or the receiver’s account is not identified in the payment
order received by the destination bank with adequate certainty so as to raise reasonable
doubts as to the receiver’s identification, the destination bank shall reject the payment
order and advise its sender of its rejection.

4. Where the destination bank paid the receiver or undertook to pay the receiver
prior to being paid, such payment or undertaking shall be final and irrevocable and the
credit transfer is deemed to have been completed, except that each receiving bank may be
owed by its sender. The destination bank’s undertaking to pay may be given directly to the
receiver or be under an interbank agreement.

Article 209.

1. Where the credit transfer has been made in payment of a debt owed by the
originator to the receiver, unless otherwise agreed between them, the debt is discharged
when the payment transaction is completed. Discharge is to the extent of the payment that
completed the payment transaction.

2. Discharge shall take place prior to completion of the payment transaction if and
as soon as a guarantee of payment is either accepted by the receiver or, other than in
circumstances governed by Article 207(3), confirmed to the receiver by the destination
bank.

3. A guarantor or a destination bank guaranteeing or confirming payment under
paragraph 2 thereby undertakes to pay and becomes indebted to the receiver in the amount
guaranteed or confirmed.

SECTION 5—COMPLETION OF DEBIT TRANSFER AND DISCHARGE
Article 210.

1. A debit transfer is completed when the destination bank debits the receiver’s
account as instructed in the payment order it received and has not reversed the debit and
rejected the payment order until the end of the banking day following the receipt. Where a
payment order instructs the destination bank to debit an identifiable account maintained
with it, the debit transfer is completed on the conclusion of the banking day that follows
receipt of the payment order even before a debit is posted to the receiver’s account,
provided the payment order is not properly rejected until that time.

2. Until the close of the banking day following its receipt, the destination bank may
reject the payment order. It shall become entitled from its sender to a settlement for the
amount paid to that sender, by advising its sender and the originating bank, if these are two
separate banks, of its rejection. Rejection and entitlement from its sender are automatic by

- 106 -



operation of law when the receiving bank has been closed by the supervisory authorities
before the close of the banking day following receipt of the payment order.

3. Upon receiving notice of the rejection, each bank sender, other than the
originating bank, shall advise its own sender, and has a corresponding right to obtain
settlement from that sender. Each bank sender, other than the originating bank, shall advise
its sender of the rejection not later than on the banking day following the day it received
notice of the rejection.

4. Upon receiving notice of the rejection, the originating bank shall promptly, and
no later than on the following banking day, advise the originator of the rejection, and may
reverse any provisional credit previously posted to the originator’s account, or otherwise,
recover from the originator any payment previously made for the payment order.

5. Notwithstanding paragraph 2 of this Article, the destination bank shall be liable
to the receiver for wrongfully dishonoring a payment order where unlawfully or without
legal justification it rejects the payment order:

i. With the knowledge of the receiver’s authority for the debit transfer;

ii. Notwithstanding the proper identification in the payment order received by
the bank of an existing receiver’s account held at it; and

iii. There is adequate cover in that account.

6. Time periods under Articles 210 and 211 may be shortened by agreement or
regulation.

Article 211.

1. Upon the completion of a debit transfer, the destination bank and each receiving
bank that obtained payment from its own receiving bank shall be liable to its sender in the
amount of the payment it received. Payment by the destination bank to its sender shall be
in the amount of the debit to the receiver’s account and shall be made not later than on the
banking day following the completion of the debit transfer. Payment by any other
receiving bank shall be made not later than the banking day following the receipt of its
own payment.

2. Upon receiving payment and subject to reversal under Article 198(3) of this Law,
the originating bank shall be indebted to the originator in the amount it received. To that
extent, any provisional credit given to the originator shall be final. Before such credit
becomes final, the originating bank shall not be required to release funds to the originator,
and unless agreed otherwise, any release of funds prior to the completion of the debit
transfer is provisional until the completion.

Article 212.

1. Where an authorized debit transfer has been made in payment of a debt owed by
the receiver to the originator, unless otherwise agreed between them, the debt is discharged
when the payment transaction is completed. Discharge is the amount of its completion.
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2. Discharge shall take place prior to completion of the payment transaction if and
as soon as a guarantee of payment is either accepted by the originator or confirmed to the
originator by the originating bank.

3. A guarantor or an originating bank guaranteeing or confirming payment under
paragraph 2 thereby undertakes to pay and becomes indebted to the originator in the
amount guaranteed or confirmed.

SECTION 6-- LIABILITY, DAMAGES, AND RESTITUTION
Article 213.

1. A person identified as sender shall be liable on a payment or cancellation order
accepted by the receiving bank, where the payment or cancellation order was:

i. Issued to the receiving bank by that person;
ii. Issued to the receiving bank under that person’s authority;

iii. Accepted by the receiving bank in compliance with a commercially
reasonable security procedure agreed upon between the bank and that
person for the verification of the authenticity of payment orders issued by
that person to the bank; or

iv. Ratified by that person.

2. Paragraph 1(iii) of this Article does not apply, and the person identified as sender
on the payment order is not liable, when the person proves receipt of no benefit from the
payment or cancellation order, and that the issue of the unauthorized payment or
cancellation order was not caused by:

i. The person identified as sender, or someone entrusted at any time with duties
to act for that person with respect to payment transactions or the security
procedure; or

ii. Someone who obtained from the person identified as sender, or a source
controlled by that person, access to that person’s transmitting facilities, or
information, including any access device, computer software, or the like,
facilitating breach of the security procedure.

3. For the purpose of paragraph 1(iii), a security procedure is deemed to be
commercially reasonable if it was chosen by the customer contrary to the advice of the
bank, after the bank offered, and the customer refused, a security procedure that was
reasonable for the customer.

Article 214.

1. Where a credit transfer is completed, a sender shall hold the receiving bank
harmless and reimburse it for any loss up to the amount of the payment order,
commercially reasonable expenses, fees and interest charges.
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2. In a credit transfer, notwithstanding the execution by the receiving bank and the
completion of the payment transaction, a sender is not liable to the receiving bank on a
payment order transmitted to the receiving bank pursuant to a security procedure for the
detection of error, and to the extent allowed by civil law the receiving bank shall be
entitled to recover from the receiver any amount unintended to be paid by the sender
where:

i. The sender did not intend to send the payment order, the sender intended to
instruct payment to a receiver other than that of the payment order, or the
payment order was in an amount greater than the amount intended by the
sender; and

ii. The sender proves sender’s own compliance with the security procedure and
that the error would have been detected if the receiving bank had also
complied.

3. In a debit transfer, each sender warrants to its receiving bank that the sender’s
payment order is duly authorized, and is in accordance with an effective and valid
authorization of the originator and receiver.

4. A sender of a payment order, and a receiver who authorizes an originator to
initiate a debit transfer, including by means of the issue of a check, shall exercise ordinary
care in order to prevent forgery and unauthorized issue or alteration of payment orders or
the authority to issue them, and in order to ensure that they are clear and unambiguous.

Article 215. Where a credit transfer is not completed, irrespective of fault on the part of
any participant in the payment transaction:

1. The originator shall not be liable to the originating bank and shall be entitled to
have the originator’s account re-credited for the amount debited in cover for his or her
payment order. The originator shall further be entitled to recover from the originating bank
the originator’s commercially reasonable expenses, fees and interest charges for the re-
credited amount.

2. The originating, and any intermediary bank that carried out its own sender’s
instructions, is similarly excused from any liability to its receiving bank, and has a
corresponding entitlement from it, other than for expenses and fees.

Article 216.

1. A receiving bank is liable for commercially reasonable expenses, fees, interest
charges and interest losses, and where applicable, foreign exchange losses, incurred by its
delay or failure to carry out a payment order. The originator may recover such losses either
from the originating bank or from the receiving bank that caused the delay or failure. The
receiver may recover such losses either from the destination bank or from the receiving
bank that caused the delay or failure. The receiving bank that caused the delay or failure is
accountable to the originating or destination bank that paid such losses for the amount so
paid.

2. In addition, a receiving bank that either:
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i. Failed to promptly advise its sender of its rejection of the payment order, or

ii. Was grossly negligent in carrying out or failing to carry out a payment
order, Shall be liable to the originator, whether the originator was or was
not its own sender, but provided the originator was not negligent, for
actual foreseeable damages, not to exceed the principal amount of the
originator’s payment order. Where applicable, the sender shall also be
entitled to the refund of the amount of the payment order under Article
215 of this Law.

3. The originator shall be entitled to recover under paragraph 1 of this Article the
entire amount from either the originating bank or the grossly negligent bank. Subject to an
interbank agreement, a bank liable under this Article shall be entitled to contribution from
the other according to the other’s degree of fault in causing the loss.

4. In a debit transfer, liability under this Article and any limitation thereon is
without prejudice to the liability of the destination bank for the wrongful dishonor of a
payment order under Article 210(5).

Article 217. Where a credit transfer is completed, but due to an error made by a receiving
bank (the “erring bank”), payment to the receiver is not as instructed in the originator’s
payment order, in addition to recovery under Article 216, if applicable, the following rules

apply:

1. Where the amount paid to the receiver either exceeds or is less than the amount
of the originator’s payment order, the credit transfer is deemed to have been completed in
the amount paid to the receiver. On each payment order, each sender is liable to the
receiving bank in the amount of the sender’s own payment order, so that:

I. Where the amount paid to the receiver exceeds the amount of the originator’s
payment order, the erring bank shall be entitled to recover from the receiver
the amount of the overpayment in an action governed by the Law of the place
where the destination bank is located; and

ii. Where the amount paid to the receiver is less than the amount of the
originator’s payment order, the erring bank shall pay the difference to the
receiver, and be entitled to retain or receive payment from its sender in the
amount of the originator’s payment order.

2. Where payment was made to a receiver other than that of the originator’s
payment order, and the erring bank was not the destination bank of the originator’s
payment order, the originator and any sender prior to the erring bank, and the receiver of
the originator’s payment order may treat the credit transfer as not completed. The erring
bank shall be entitled to recover from the receiver who has been paid the amount of
payment in an action governed by the Law of the place where the destination bank is
located.

3. The erring bank is liable to any participant for any principal, interest and
reasonable expense losses such as bank charges and communication costs resulting from
the error.
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4. For this Article to apply, error may be incurred or induced innocently,
negligently, or fraudulently.

Article 218. When due to an error by a receiving bank (the “erring bank”) a debit transfer
is completed other than instructed in the originator’s payment order, in addition to
recovery under Articles 210 and 216, if applicable, the following rules apply:

1. When the debit to the account of the receiver of the originator’s payment order is
in an amount smaller than that of the originator’s payment order, the erring bank shall
collect the difference from the receiver and pay it to the originator;

2. When the debit to the account of the receiver of the originator’s payment order is
in an amount larger than that of the originator’s payment order, the destination bank shall
promptly credit the receiver’s account in the amount of the excess. The erring bank shall
pay the excess to the destination bank and collect it from the originator or any other
participant that actually retains the excess and to the extent it retains it;

3. When the debit is posted to an account of a receiver other than that of the
originator’s payment order, the destination bank shall credit that receiver’s account in the
amount of the debit and shall debit the account of the receiver of the originator’s payment
order in the amount of the originator’s payment order;

4. When the debit is posted to an account of a receiver in a destination bank other
than that of the originator’s payment order, that destination bank shall credit that receiver’s
account in that amount and collect it from the erring bank. The erring bank shall collect the
amount of the originator’s payment order from the receiver of the originator’s payment
order.

5. Under this Article, collection shall be by debit transfer and payment shall be by
credit transfer.

6. The erring bank is liable to any participant for any principal, interest and
reasonable expense losses such as bank charges and communication costs resulting from
the error.

7. For this Article to apply, error may be incurred or induced innocently,
negligently, or fraudulently.

SECTION 7-- BANK ACCOUNTS
Article 219.

1. Subject to the terms of the agreement, and other than in circumstances set out in
paragraph 2 of this Article, a credit balance which constitutes adequate cover in an account
may be withdrawn by the customer or paid by the bank according to a payment order. The
bank shall not be required to honor drawings on deposit accounts exceeding the available
account balance in favor of the customer.

2. Paragraph 1 of this Article shall not apply where
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i. The credit balance in an account has been subject to a garnishment, seizure
or a similar creditor process;

ii. The account has been closed, suspended, blocked or frozen; and

iii. In carrying out the payment orders or instructions for withdrawals the bank
shall be violating any law.

3. A customer and bank may agree that funds remitted and received for deposit with
the bank for the customer shall be distributed as instructed by the customer to one of
several accounts held by the customer. Each account shall be subject to individual
accounting in connection with the movement of funds received and paid by the bank for
the customer.

Article 220.

1. Disclosures under this Article shall be made in writing, or where agreed,
electronically.

2. Banks shall disclose to actual and prospective customers in a readily
comprehensible form their terms and conditions for carrying out payment transactions,
including their charges, and any estimate, if available, as to the time needed for the
completion of the payment transaction.

3. For any payment transaction or other debit or credit posted to the account, the
bank shall provide the customer with clear information enabling the customer to identify
the withdrawal, deposit, or payment transaction, including a reference number, date,
amount, and where applicable, charges and exchange rates.

4. Other than for passbook accounts, a bank shall provide its customer, at periodical
intervals not exceeding a calendar month, a statement of account identifying each credit
and debit posted to the account since the last statement and providing for the final balance.

5. For a passbook account, a bank must facilitate the ongoing update of the
passbook by the customer. In each such update, each credit or debit posted to the account
since the previous update, and the final account balance, must be recorded. A customer is
required to update the passbook regularly.

6. A customer shall exercise ordinary care and reasonable promptness in reviewing
such periodical statements and passbook updates and advise the bank of any discrepancy or
contested debit or credit. The bank shall assist the customer in pursuing the investigation
on such discrepancy or contested credit or debit, provide all relevant information in its
disposal, and, if applicable, make all necessary adjustments and corrections to the account.

Article 221.

1. A bank is bound by secrecy and shall not disclose any information on the account
to anyone except for the account holder, other than:

i. Where disclosure is under compulsion by law;
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ii. Where the interests of the bank require disclosure;
iii. Where disclosure is made by the express consent of the customer;

iv. Where disclosure is under an opinion on the customer given in the ordinary
course of business to another bank in response to the specific enquiry of
the other bank; or

v. Where the customer defaulted on his or her obligation to the bank.
2. Disclosure under paragraph 1(ii) shall be made only:
i. In the event of a legal action to which the bank is a party;

ii. Between banks related to each other through a common ownership
structure, but only to the extent of what is reasonably necessary for the
protection of the bank and its related banking companies against loss, in
relation to the provision of banking services; or

iii. In connection with, and insofar as necessary for, the proposed sale of the bank
itself, or a substantial part of its undertaking.

3. No disclosure shall be made under paragraph 1(iv) where the customer has
withheld consent to such disclosure, and unless the bank explained to the customer the
customer’s right to withhold consent. Such an explanation may be given to the customer in
connection with the opening of any account with the bank.

4. Disclosure under paragraph 1(v) shall be limited to the release of information to
a bank or a credit reference agency approved by the National Bank of Cambodia about the
default, and upon the customer’s failure to pay, provide adequate security, or otherwise
satisfy the bank within 30 days of a written demand for payment of the outstanding
obligation.

5. Damages awarded to a customer for the breach of an obligation under this Article
are not limited to monetary losses and may include compensation for proven distress,
embarrassment or inconvenience.

Article 222. A bank shall not unilaterally modify the terms of the agreement unless it
advises the customer at least 30 days before the change comes into effect. A modification
in breach of this provision is ineffective.

Article 223.

1. To be binding on the customer, an agreement must be fair and set out rights and
responsibilities clearly and in plain language, with legal and technical language used only
where necessary.

2. A bank shall exercise ordinary care in handling payment orders and all other
customer’s instructions.
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3. A customer shall exercise ordinary care in order to prevent forgery and
unauthorized issue or alteration of payment orders and all other instructions to the bank,
and in order to ensure that they are clear and unambiguous.

4. The bank and customer shall exercise duties under this Law, including any
Regulation issued under its authority, and their agreement, in good faith.

5. Subject to any specific limitation or restriction provided by this or any other
Law, the bank is liable to the customer and the customer is liable to the bank for any loss
or damage caused by the breach of a duty under this Law.

Article 224.

1. A bank may apply funds or securities on deposit to collect its fees accrued for
services rendered to the customer, such as for the safekeeping, handling, and remittance of
funds in a bank deposit.

2. A bank may combine accounts of the same customer and apply a credit balance
in one account:

i. to honor a customer’s payment order for which there is no adequate cover in
the account on which it is drawn, or

ii. in satisfaction of any accrued debt owed and payable by the customer to the
bank,

Provided, in each case, the bank does not know that funds in a credit balance
so applied are in trust for another person.

3. Unless otherwise agreed, the bank may apply funds, securities or credit balance
under this Article only where such funds, securities or credit balance are available for
immediate withdrawal by the customer.

SECTION 8—OPERATION OF THE PAYMENT SYSTEM

Article 225. The National Bank of Cambodia shall be authorized to maintain on its books
accounts, including settlement accounts, for, and to accept deposits from, banks, in
domestic and foreign currencies, on such terms and conditions as it may prescribe by
regulation, and otherwise, as agreed.

Article 226. The National Bank of Cambodia shall determine, formulate, adopt, publicly
disclose and oversee the implementation of a payment system policy directed to the
greatest advantage of the people of Cambodia. The policy shall be consistent with best
international standards. It shall promote payment system safety and efficiency, control risk,
and promote competition in the market for payment services, consistent with the overall
stability of the financial system.

Article 227.

1. The National Bank of Cambodia may:
-114 -



i. Establish and maintain an information network for the financial system of
Cambodia,

ii. Operate, supervise, oversee and regulate the national payment system, for
payment transactions and cash withdrawals, including clearing and settlement
systems for domestic and foreign currency payments in Cambodia,

iii. Maintain a register for issued securities, establish a central depositary of
securities, maintain accounts for deposited securities, and operate, supervise
and regulate clearing and settlement systems for securities,

iv. Promote, organize, and participate in payment, clearing and settlement
systems in domestic and foreign currencies,

v. Assist banks in organizing and operating facilities for sending, processing and
receiving payment orders for their customers, as well as for the clearing and
settlement of interbank payments, including payments by check and other
payment instruments, in domestic and foreign currencies,

vi. Regulate, supervise and oversee, as well as set out conditions and requirements
for the licensing or registration of operators of payment systems and money
services, including for the transmission of money, the withdrawal of cash,
check cashing, money safekeeping, currency exchange, and the issue of
payment cards and payment instruments, and

vii. Establish procedures and issue regulations relating to such matters and
implementing its payment system policy under Article 226.

2. Regulations issued pursuant to this Article may provide for the validity of
bilateral and multilateral interbank netting agreements and interbank settlement rules, and
may specify that such agreements or rules supersede any inconsistent law, whether or not it
relates to insolvency proceedings. Regulations may also provide for the prevention or
reduction of risks associated with the failure to complete the settlement of obligations
resulting from an interbank multilateral clearing.

3. Without affecting the generality of this Article, for operators of payment
systems, money services, and of all clearing and settlement systems under this Article, the
National Bank of Cambodia shall have all powers available to it with respect to operators
covered under Article 7(11) of the National Bank of Cambodia Law.

Article 228. A bank shall be able to send, receive and process payment orders, and related
customer’s instructions, including for cash withdrawals, and otherwise participate in a
payment transaction. It may do so through one or more authorized third-party processors,
as may be agreed between the bank and the third-party processor, and subject to
requirements, conditions and restrictions that may be set out in regulations issued by the
National Bank of Cambodia.

Article 229. Other than specifically provided in any Article, the provisions of this Chapter
may not be varied or negative by either bilateral or multilateral agreement; except that an
agreement may:
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i. Increase the customer’s rights as long as it does not adversely affect the
rights of any other person, and

ii. Provide for reasonable standards specifying ordinary care by each party, as
well as for a reasonable method for giving any advice under this Law and
any Regulation issued under its authority, and the agreement;

iii. Vary rights and obligations between and among banks, as long as it does
not adversely affect rights of any person not party to the agreement
including a non-bank customer.

CHAPTER VI - SANCTIONS
Article 230.

1. The National Bank of Cambodia may promulgate regulations setting out
sanctions it may impose on and apply to persons who do not honor their liability in
connection with negotiable instruments and payment orders.

2. Sanctions for the breach of regulations under paragraph 1 above shall be:
a. A warning;
b. A reprimand,;

c. A prohibition or restriction to issue any or all types of negotiable
instruments or authorize a debit transfer for a period of time not to exceed
12 months,

d. A penalty payment of 5 percent to 100 percent of the face value of any
dishonored instrument or payment order or instrument or authority issued
in violation of a prohibition or restriction;

3. Where there is no adequate cover for a valid check, the drawee bank that
dishonored the check shall record the incident and report it within two days of the dishonor
to the National Bank of Cambodia. The drawer of the check shall not be permitted to issue
a check or authorize a debit transfer for 12 months. “Adequate cover” may either consist of
actual funds forming a positive balance in the account or be given pursuant to an overdraft
facility a drawer has with the drawee bank;

4. The National Bank of Cambodia shall operate a Registrar recording all bank
accounts out of which checks may be drawn and debit transfers may be carried out, as well
as of all reported incidents, and issued warnings, reprimands, prohibitions and restrictions
under this Article. Upon the issue of each warning, reprimand, prohibition or restriction the
National Bank of Cambodia shall advise each bank in which the person against whom it
was issued maintains such an account and shall make such information available for banks
upon request.

5. A bank with knowledge of a prohibition or restriction issued under paragraph 3
shall require the person subject to the prohibition or restriction to immediately return all
blank unused forms of checks and authorizations to collect by debit transfer delivered to
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him by the bank. A bank with knowledge of a prohibition or restriction shall be liable to
the holder of a check and originator of a debit transfer issued or authorized by a person
subject to a prohibition or restriction for the full amount of the check or debit transfer
where the blank form of the check or authorization to collect by debit transfer was
delivered to the person subject to the prohibition or restriction while the prohibition or
restriction was effective to the knowledge of the bank that delivered the blank form to the
person.

6. A prohibition or restriction under paragraph 3 is withdrawn where the National
Bank of Cambodia is advised that payment was made to the satisfaction of the holder.
Such payment shall include bank charges paid to the drawee bank, interest and damages at
a minimum of 5 percent of the principal amount paid to the holder, and penalty of one
million Riels paid to the National Bank of Cambodia. The National Bank of Cambodia
shall prescribe by regulations the manner of satisfying these requirements.

Article 231.
1. Any person who contravenes:
i. Any provision of this Law,

ii. Any regulation, directive or rule issued by the National Bank of Cambodia
in connection with any matter under those provisions, or

iii. A lawful request for information directed under this Law,

Is guilty of an offence, and is liable on summary conviction to a fine from 5 million
to 10 million Riels or to imprisonment for a term of 2 to 5 years, or to both.

2. Any person:
i. Who breaks a prohibition or restriction issued under Article 230,

ii. Who gives authority to originate a debit transfer out of his account with the
intention that the payment order shall not be honored, or

iii. Who alters, forges, counterfeits or falsifies a negotiable instrument authority
for collection by debit transfer, or payment order, and knowingly holds or
uses such an altered, forged, counterfeit or falsified instrument, authority
or payment order,

Shall be liable to a fine of 5 to 50 million Riels or to a term of imprisonment of 2 to
5 years.

3. Any person:

i. Who intentionally with the intent to harm another countermands or withdraws
cover for the payment of a check,

ii. Who incurs liability on a negotiable instrument with the intention that it
shall not be honored upon maturity,
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iii. Who up on maturity willfully and with the intent to harm another dishonors
an obligation incurred on a negotiable instrument

shall be liable to a fine of 2 to 6 million riels and to a term of imprisonment of 1 to 3
years, without prejudice to payment of the amount of the negotiable instrument in question to the
holder.

4. No action lies against the National Bank of Cambodia, any officer, employee, or
director of the National Bank of Cambodia, or any person acting under the direction of the
National Bank of Cambodia, for anything done or omitted to be done in good faith in the
administration or performance of any powers or duties under this Law.

Article 232.

1. In this Chapter, negotiable instruments, checks, bills of exchange, and
promissory notes include instruments that are used or treated as functionally equivalent to
them.

2. For a violation by a legal entity, any sanction under this Chapter may be applied
to any of its directors, organs, and officers.

3. Where a violation is committed through an agent, sanctions under this Chapter
may be imposed on or applied to the principal, agent, or both.

4. Sanctions under this Chapter are cumulative and without prejudice to any other
sanction under any other Law.

CHAPTER VII— FINAL PROVISIONS
Article 233.

1. The National Bank of Cambodia shall issue regulations, rules, instructions, and
guidelines, as well as operating procedures, for the implementation of this Law,
particularly regarding:

i. Uniform structure for account identification and classification,

ii. The format of payment orders,

iii. The standards for the communication of payment orders,

iv. Forms of checks, bills of exchange, and promissory notes, as well as of all other
documents to be issued under this Law, whether by parties or officials, such

as for notice or protest, and pertinent procedures;

v. Bank duties, procedures and practices in receiving payment orders and carrying
out payment transactions,

vi. The bank account agreement, and information to be provided by banks to
customers,
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vii. Statistical information to be provided by banks to the National Bank of
Cambodia required for the proper and effective conduct of monetary policy,
and

viii. Any other matter set out in a specific provision of this Law.

2. Regulations may be prescribed for the protection of customers and the integrity
and development of payment systems and the use of negotiable instruments in Cambodia.
To such ends, regulations may restrict, limit or preclude the use of checks or other payment
orders from designated categories of accounts and persons or set out conditions for such
use. Regulations issued under this Law may also restrict liability of individuals, or specify
restrictions and preconditions for such liability, in connection with, negotiable instruments
and payment transactions from or to accounts, used primarily for personal or household
and non-business purposes.

3. Regulations issued by the National Bank of Cambodia under this Law may
determine standards by which the performance of duties under the Law may be measured
and modify any time period or deadline for an action or inaction set by this Law, for all or
specified categories of parties, participants, negotiable instruments or payment
transactions.

4. Regulations issued by the National Bank of Cambodia under this Law are
binding on all parties interested in the handling of a payment order and shall supersede any
inconsistent agreement, including interbank clearing rule, to the extent of the
inconsistency.

5. Regulations, rules, instructions and guidelines issued by the National Bank of
Cambodia under this Law may govern procedures and provide for time limits, rights and
remedies in case of an emergency, including such as caused by computer breakdown or
system malfunction, preventing the effectuation of payment transactions or the execution
of payment orders. Regulations may suspend obligations and time limits for the duration of
the emergency.

6. Regulations issued by the National Bank of Cambodia are to be published in the
Official Gazette. They will take effect on the date of such publication or such later date as

they specify.

Avrticle 234. All provisions contrary to this Law are hereby superseded. In case of conflict
between this Law and any other law, other than in a case specifically stated in this Law, the
provisions of this Law shall prevail.

Signature and Seal
NORODOM SIHAMONI
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Law on Anti-Money Laundering and Combating the Financing of Terrorism

(24 June 2007)

CHAPTER I: GENERAL PROVISIONS

Article 1. Purpose

The present Law has the purpose to set up measures against money laundering
and financing of terrorism as well as the organization and the control of those measures
enforcement.

Avrticle 2. Scope of Application

The present Law and other regulations set forth for it implementation are to be
used for the prevention and the control of money laundering and financing of terrorism.

Article 3. Definitions
For the purposes of the present law, the term:

(@) “Money laundering” shall mean:

(i)  The conversion or transfer of property, knowing that such property is
the proceeds of offence, for the purpose of concealing or disguising the illicit origin of the
property or of helping any person who is involved in the commission of the offence to
evade the legal consequences of his or her action;

(i) The concealment or disguise of the true nature, source, location,
disposition, movement or ownership of or rights with respect to property, knowing that
such property is the proceeds of offence;

(iii) The acquisition, possession or use of property, knowing that such
property is the proceeds of offence;

(iv) Participation in, and attempts to commit, aiding and forcing somebody
to commit any of the acts defined in accordance with Article 3 of the present Law.

(b) “Proceeds of offence” shall mean any property derived from or obtained,
directly or indirectly, through the commission of any felony or misdemeanor.

(c) “Property” shall mean assets of every kind, whether movable or
immovable, tangible or intangible, and legal documents or instruments evidencing title to,
or interest in, such assets.

(d) “Supervisory authority” shall mean the National Bank of Cambodia, the
Securities Commission and any other authority having oversight over a reporting entity.
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(e) “Predicate offense” means any felony or misdemeanor, even if committed
abroad, as a result of which proceeds have been generated that may become the subject of
money laundering as defined above under Article 3 (a) of the present Law;

In order to be used as a basis for proceedings in respect of money laundering, a
predicate offense committed abroad must have the nature of offense in the country where it
was committed and under the laws of Cambodia, unless there is special agreement stated
otherwise.

(f) “Financing of terrorism” shall mean the willful provision of financial or
other services_with the intention that such services be used or in the knowledge that they
are or may be used, in full or in part, for the purpose of supporting terrorism, terrorist acts
or terrorist organizations.

(g) “Suspicious transaction” shall mean a transaction that involves funds
suspected to be the proceeds of offense, or funds related to the financing of terrorism.

(h) “Financial Intelligence Unit” shall mean a central body responsible for
receiving, analyzing and disseminating reports on suspicious transactions, as defined in
Article 3(g) of the present law, cash transactions as defined in Article 12(1) of the present
Law and other information regarding money laundering or financing of terrorism.

(i) “Ultimate beneficial owner’ shall mean a person who ultimately owns or
controls a customer on whose behalf a transaction is being conducted, including those
persons who exercise ultimate effective control over a legal person or arrangement.

(J) “Politically exposed persons’ shall mean any individual who is or has been
entrusted with prominent public functions in a foreign country, such as head of state or of
government, senior politician, senior government official, judicial or military official,
senior executive of state-owned corporation or important party official.

(k) “Trust” means a legal entity established by a person known as trustor. The
trustor transfers legal title of property to the trustee, who manages it for the benefit of the
named beneficiaries.

(D “Invalidate shall mean to make null and void.

CHAPTER I1: REPORTING ENTITIES

Article 4. Institutions and Professions Subject to the Present Law

The present Law shall apply to the following institutions and professions,
hereinafter referred to as “reporting entities”:

(&) banks, including branches of foreign banks;

(b) non-bank financial institutions, including securities brokerage firms and
insurance companies;

(c) micro finance institutions;
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(d) credit cooperatives;

(e) leasing companies, investment and pension funds, investment companies
and companies for managing investment funds;

(f) exchange offices;

(g) money remittance services;

(h) real estate agents, building and land,

(i) dealers in precious metals, stones and gems;
(1)  post office operating payment transactions;

(k) lawyers, notaries, accountants, auditors, investment advisors and asset
managers when they prepare for or carry out transactions for their clients concerning the
activities listed in Article 5 of the present Law;

()  casinos and other gambling institutions;

(m) Non-governmental organizations and foundations engaging in business
activities and fund raising;

(n) Any other institutions or professions that is designated by the FIU to fall
within the scope of the present Law.
Article 5. Business Activities of Reporting Entity

Business activities of the reporting entities mentioned in Article 4-k of the present
Law are the following:

1. Buying and selling real estate, building and land;

2. Managing of client money, securities or other assets such as:
(@) management of banking or securities accounts;
(b) organization of contributions for the creation, operation or companies
management.

3. Creation, operation or management of legal persons or arrangements, and
buying and selling of business entities;

4.  trust or company providing services when they prepare for or carry out
transactions for a client concerning the following activities:

e acting as a formation agent of legal persons;

e acting as or arranging for another person to act as a director or secretary
of a company, a partner of a partnership, or a similar position in relation to other legal
persons;

e providing a registered office; business address or accommodation,
correspondence or administrative address for a company, a partnership or any other legal
person or arrangement;

e acting as or arranging for another person to act as a trustee of an express trust
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e acting as or arranging for another person to act as a nominee shareholder
for another person.

CHAPTER IlI:

MEASURES TO BE TAKEN BY BANKING AND FINANCIAL INSTITUTIONS
AND NON-BANK FINANCIAL BUSINESSES AND PROFESSIONS TO PREVENT
MONEY LAUNDERING AND FINANCING OF TERRORISM

Article 6. Banking and Professional Secrecy

Banking or professional secrecy shall not inhibit the implementation of the
present Law and may not be invoked as a ground for refusal to provide information to the
FIU and supervisory authority, whether for domestic or for international cooperation
purposes, or as required in connection with an investigation which relates to money
laundering or financing of terrorism ordered by or carried out under the supervision of a
judicial authority.

Article 7. Prohibition of Anonymous Accounts or Similar Products
Reporting entities shall not:

(@) open or keep anonymous or numbered accounts, or accounts in obviously
fictitious names;

(b) issue, keep or accept any other financial products unless the customer due
diligence measures were taken in accordance with Article 8 of the present Law.

Article 8. Customer Due Diligence Measures

1. Reporting entities referred in Article 4 of the present Law shall take customer
due diligence measures, including the identification of their customers and the verification
of their customers' identity:

(@) prior to establishing business relations, such as opening accounts, taking
stocks, bonds or other securities into safe custody, granting safe-deposit facilities or
engaging in any other business dealings;

(b) prior to carrying out occasional or one-off transactions, including wire-
transfers, that involve a sum in excess of amount as defined by the supervisory authority;
identification information accompanying wire transfers shall contain the name and address
of the originator, and where an account exists, the number of that account. In the absence
of an account, a unique reference number shall be included,;

(c) if the reporting entity has a suspicion of money laundering or financing of
terrorism irrespective of the sum involved in the transaction;

(d) if the reporting entity has any doubts about the veracity or adequacy of
previously obtained customer identification data.
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2.  The following customer due diligence measures shall be taken by reporting
entities:

(@) identifying the customer by obtaining at the minimum name, birth date,
and address, for natural persons and name, articles of incorporation or registration, tax
identification number, address, telephone number, for legal persons as defined by the
supervisory authority and verifying that customer’s identity using reliable, independent
source documents, data or information by using a national ID card, a passport or any other
official photo ID document.

(b) identifying the ultimate beneficial owner, and taking reasonable measures
to verify the identity of the beneficial owner such that the financial institution is satisfied
that it knows who the beneficial owner is. For legal persons and arrangements, the
reporting entities should take reasonable measures to understand the ownership and control
structure of the customer.

(c) obtaining information on the purpose and intended nature of the business
relationship.

(d) conducting ongoing due diligence on the business relationship and
scrutiny of transactions undertaken throughout the course of that relationship to ensure that
the transactions being conducted are consistent with the reporting entities, knowledge of
the customer, their business and risk profile including, where necessary, the source of
funds.

3. Where the reporting entity is unable to comply with paragraphs 2 (a) to (c)
above, it should not open the account, commence business relations or perform the
transaction, or in case of existing business relations with the customer, it should terminate
such business relations, unless instructed to the contrary by the FIU. In any such cases, the
reporting entity should consider making a suspicious transaction report in relation to the
customer.

4.  The requirements set forth by this Article shall apply to all new customers
as well as to existing customers on the basis of materiality and risk. Reporting entities shall
conduct due diligence on such existing relationships retrospectively.

Article 9. Identification of Customers Carrying Out Transactions below the
Threshold

Identification shall also be carried out in cases where separate operations repeated
involve an individual amount, which is less than that the threshold specified by the
supervisory authority but the reporting entity has reasons to believe that those transactions
are aiming at avoiding identification.

Article 10. Special Monitoring of Certain Transactions

1. Areporting entity shall pay special attention to:
(@) any complex, unusual or large amount transactions;

(b) any unusual patterns of transactions; that have no apparent or visible
economic or lawful purpose;
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(c) business relations and transactions with institutions or persons in
jurisdictions that do not have adequate systems in place to prevent or deter money
laundering or financing of terrorism;

(d) wire transfers that do not contain complete originator information;

(e) business relations and transactions with persons with whom the
reporting entity has had no face-to-face contact during the implementation of identification
procedure;

(F)  business relations and transactions with politically exposed persons;

(g) business relations and transactions conducted by means of cross-
border correspondent banking or other similar relationships.

2. In cases referred to under paragraph 1 of this Article, the reporting entity
shall seek additional information as to the origin and destination of the money, the purpose
of the transaction and the identity of the transacting parties.

Article 11. Record-keeping by Reporting Entities

Reporting entities referred to at Article 4 of the present Law shall maintain, at
least for 5 years after the account has been closed or the business relations with the
customer have ended, and shall hold at the disposal of the competent authorities any
records of customer identification and records of transactions conducted by customers in a
manner that they are sufficient to permit the reconstruction of individual transactions,
including the amounts and types of currency involved if any, so as to provide, if
appropriate, evidence for the prosecution of offense.

Article 12. Reporting Cash or Suspicious Transactions to the FIU

1.  Reporting entities referred to at Article 4 of the present Law shall report to
the FIU any cash transaction exceeding the amount of the threshold as defined by the
supervisory authority, as well as such transactions, which involve several connected cash
transactions whose total value exceeds the same amount.

2. lrrespective of the reporting obligation set forth by paragraph 1 of this
Article, if a reporting entity suspects or has reasonable grounds to suspect that funds are
the proceeds of offense, or are related to the financing of terrorism, it shall promptly,
within 24 hours, report its suspicions to the FIU.

3. Reports of suspicions shall be transmitted to the FIU by any expeditious
means of communication, such as facsimile or, failing which, by any other written means.
Reports communicated by telephone shall be confirmed by facsimile or any other written
means within the shortest possible time. The FIU shall acknowledge receipt of the report
upon receipt thereof.

4. A reporting entity that has made a report to the FIU, as well as any other
entity that holds information related to the transaction or customer involved in the report,
shall give the FIU or a law enforcement agency that is carrying out an investigation arising
from, or relating to the information contained in the report, any further information that it
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has about the transaction or attempted transaction or the parties to the transaction if
requested to do so by the FIU or the law enforcement agency.

5. If the FIU has reasonable grounds to suspect that a transaction or a proposed
transaction may involve a money laundering offense or an offense of financing of terrorism
and for reasons of the seriousness or the urgency of the case it considers necessary, it may
direct the reporting entity in writing or by telephone to be followed up in writing, not to
proceed with the carrying out of that transaction or proposed transaction or any other
transaction in respect of the funds affected by that transaction or proposed transaction for a
period as may be determined by the FIU, which may not exceed 48 hours, in order to allow
the FIU :

¢ to make necessary inquiries concerning the transaction; and

o if the FIU deems it appropriate, to inform and advise a law enforcement
agency.

Article 13. Contents of Suspicious Transaction Reports

The suspicious transaction reports submitted to the FIU shall at a minimum
contain:

(@) the identity and identifying particulars of the reporting entity, including
the name and contact details of the reporting officer;

(b) the identity and identifying particulars of the customer and of the
beneficiary involved in the transaction;

(c) the type and details such as amount, currency, date, parties involved of the
transaction that is reported as suspicious, including the account number and particulars of
the account holder;

(d) a short description of the circumstances and reasons that justify the
suspicion.

Article 14.-Exemption from Liability for Reporting Cash or Suspicious Transactions in
Good Faith

The persons, directors or employees of the reporting entities:

1. Who in good faith transmit information or submit reports to the FIU in
accordance with the provisions of the present Law shall not be subject to any proceedings
instituted against them for breach of any restriction on disclosure of information or of
banking or professional secrecy.

2. Who in good faith transmit information or submit reports in accordance
with the provisions of the present Law, there is no civil or criminal liability action may be
neither brought, nor any professional sanction taken against them, even if there are
investigations, do they not give rise to a conviction.
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3. Are not hold responsible for civil or criminal actions that may be brought
against them by reason of any material and/or non-material loss, resulting from the
suspension of a transaction as provided for in Article 12, paragraph 5 of the present Law.

Article 15. Prohibition of Tipping Off

In no circumstance shall persons required to disclose the information and submit
reports referred to in Article 13, or any other individual having knowledge thereof,
communicate such information or reports to any natural or legal persons other than the
FIU, except where so authorized by the FIU.

Article 16. Internal Controls and Compliance at Reporting Entities

Reporting entities referred to at Article 4 of the present Law shall develop
programs for the prevention of money laundering and the financing of terrorism in
accordance with the guidelines of the supervisory authority as stipulated in article 31 of the
present Law. Such programs shall include the following:

(@) Development of internal policy procedures and controls, including
appropriate compliance arrangements and adequate screening procedures to ensure high
standards when hiring employees;

(b) Designation of compliance officers at management level;
(c) Ongoing training for officials or employees;

(d) Internal audit function to check compliance with and effectiveness of the
measures taken to apply the present law.

Article 17. Compliance Officers

The compliance officer to be appointed pursuant to Article 16, paragraph (b) of
the present Law shall be a senior officer with relevant qualifications and experience to
enable him/her to respond sufficiently well to enquiries relating to the reporting entity and
the conduct of its business, and be responsible at minimum:

(@) for establishing and maintaining internal policy, procedures and manual of
compliance;

(b) for ensuring compliance by staff of the reporting entity with the provisions
of the present Law and any other law relating to money laundering or financing of
terrorism and the provisions of policy, procedures and manual of compliance established
pursuant to this Article;

(c) to act as the liaison between the reporting entity and the FIU in matters
relating to compliance with the provisions of the present Law and any other legislations
with respect to money laundering or financing of terrorism.

Article 18. Fit and Proper Requirements
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The competent supervisory authorities shall ensure that the management and
shareholders of reporting entities are fit and proper so as to prevent criminals or their
associates from holding, or being the beneficial owners of, a significant or controlling
interest or management function in such entities.

CHAPTER IV : FINANCIAL INTELLIGENCE UNIT

Article 19. Organization

1. A financial intelligence unit hereinafter referred to as the FIU shall be
established as a unit under the control of the National Bank of Cambodia.

2. The FIU shall have adequate financial resources and independent decision-
making authority on matters coming within its sphere of responsibility.

Article 20. FIU Board and Staff

1.  The FIU shall have a permanent secretariat, which shall be headed by a
senior official appointed by the Prime Minister proposed by the National Bank of
Cambodia. The permanent secretariat shall work under the authority of a Board of
Directors, composed of the senior representatives of the following agencies:

@) Office of the Council of Minister;

(b) Ministry of Justice;

(©) Ministry of the Interior;

(d) Ministry of the Economy and Finance;
(e) National Bank of Cambodia

2. The head of the Board shall be appointed by the Prime Minister proposed
by the National Bank of Cambodia selected from amongst the representatives of the above
agencies for a period of 2 years. The first head of the Board shall be the representative of
the National Bank of Cambodia. The board members shall be appointed by the Royal Sub-
decree with reference to the proposal of the National Bank of Cambodia.

3. The permanent secretariat of FIU shall have adequate staff selected by the
head of FIU and approved by the Board. Staff shall meet high standards of integrity and
shall be screened by the relevant authorities before employment by the FIU.

Article 21. Functions
The FIU shall:

a) receive suspicious and cash transaction reports made in pursuance of Article
12 of the present Law and information provided to the FIU about suspicions of money
laundering or financing of terrorism;

b) collect information that the FIU considers relevant to its activities with
regard to money laundering or financing of terrorism and that is publicly available,

including commercially available databases, as well as other information necessary to
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carry out its functions, such as information collected maintained and stored in the database
by the reporting entity;

c) have access on a timely basis to financial, administrative and law
enforcement information as authorized by law that is necessary to undertake its functions
set forth by this Article, including information collected and maintained by, or stored in the
databases of, any public agency;

d) analyze and assess all suspicious transaction reports and related information
in order to determine whether there are reasonable grounds to believe that a money
laundering offense or an offense of financing of terrorism has been committed and in such
cases refer the matter to the relevant law enforcement authority for criminal investigation;

e) compile statistics and records on suspicious and cash transaction reports
received, analyzed and forwarded to the law enforcement authorities and disseminate
information to other public agencies on related matters as required,

f) provide feedback to reporting entities and other relevant agencies regarding
the outcome of suspicious transaction reports or information provided to it under the
present Law;

g) ensure that personal information under its control is protected from
unauthorized disclosure;

h) act to enhance public awareness and understanding of matters related to
money laundering and financing of terrorism.

Article 22. Supervision by the FIU

1.  The FIU shall issue guidelines to reporting entities in relation to customer
identification, record keeping, reporting of suspicious transactions and other obligations
established pursuant to the present Law. The FIU shall consult with supervisory agencies
in those sectors where such supervision is already in place.

2. The FIU shall be responsible for ensuring compliance of reporting entities
with the requirements set forth by the present Law through off-site monitoring and by
conducting on-site inspections in accordance with the relevant legislation. The FIU shall
coordinate its supervision of compliance under the present Law with the existing
supervisory agencies.

3. If during its supervision of compliance with the present Law, the FIU
discovers non-compliance with any of its provisions, it may:

@) instruct the reporting entity to take remedial action as determined by
the FIU to rectify non-compliance;

(b) inform the other supervisory agencies of such non-compliance and
propose that they implement control measures, including the imposition of sanctions or the
revocation of license, within their competence, as appropriate;

(c) initiate administrative sanctions under the present Law.
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Article 23. Obligation of Confidentiality

The FIU Board and its permanent secretariat shall be required to keep
confidential any information obtained within the scope of their duties, even after the
cessation of those duties within the FIU. Such information may not be used for any
purposes other than those provided for by the present Law.

Article 24. Database

The FIU shall, in conformity with the relevant laws and regulations on the
protection of privacy and on computerized databases, operate a database containing all
relevant information concerning reports of suspicious transactions as well as currency
transactions as required under the present Law. That information shall be updated and
organized with a view to ensure maximum effectiveness of the FIU operational analysis
and help confirm or invalidate suspicions.

Article 25. Relationships with Foreign FIU

1. The FIU may, subject to a reciprocal arrangement, exchange information
with foreign FIU, provided that they are subject to similar requirements of confidentiality
and irrespective of the nature of those units. It may, for that purpose, conclude cooperation
agreements with such units.

2. Upon receipt of a request for information or transmission from a counterpart
foreign FIU, it shall comply with that request within the scope of the powers conferred
upon it by the present Law.

CHAPTER V: ANCILLARY PROVISIONS

Article 26. Internal Coordination

FIU, law enforcement authorities, supervisory authorities as well as other
competent Government agencies entrusted with the prevention or control of money
laundering and financing of terrorism shall establish their own permanent and senior-level
mechanism for:

(@ ensuring information exchange and coordination among these authorities
and with the relevant private sector associations,

(b) providing guidance as to the implementation of the present Law, and
(c) formulating policy for various areas falling under its scope.

The role and functions of this coordination mechanism shall be regulated by sub-
decree.
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Article 27. Limiting the Use of Cash in Commercial Transactions

The Government shall adopt appropriate measures to reduce the circulation and
use of cash in commercial transactions and encourage the use of non-cash means of
payment that facilitate the identification of the participants.

CHAPTER VI : SANCTIONS

Article 28. Disciplinary Sanctions

The Supervisory Authorities shall cooperate with the FIU to impose disciplinary
sanctions to any reporting entity, which is not in compliance with the provisions of Articles
7 through 12 and Article 16 of the present Law.

Violation as mentioned in above paragraph shall be subject to the following
sanctions:
e the warning;
e the reprimand;

e the prohibition or limitation to conduct any transactions for a period of
time as indicated by the supervisory authorities;

e the revocation of the business license;

e the proposal to a demotion of relevant officials or directors of the
reporting entities;

e the fine;

e the order to a temporary freezing on means and proceeds of money
laundering and financing of terrorism;

e the complaint to the court while there is serious violation of the provisions
of the present Law and other relevant regulations that leads to the damage of public interest
and national security.

Article 29. Penal Sanctions
Without taking into consideration of any offenses in the penal provisions of other law:

e Any person who denies providing information to the FIU and the
supervisory authorities as contrary to the provisions of Article 6 of the present Law will be
sentenced to imprisonment from six days to one month and subject to a fine from 100,000
Riels up to 1,000,000 Riels or any one thereof.

e Any person who neglects to provide report on cash and suspicious
transactions to the FIU as contrary to the provisions of Article 12 of the present Law will
be sentenced to imprisonment from one month to one year, and will be subject to a fine
from 1,000,000 Riels up to 5,000,000 Riels or any one thereof.

e Any person required to disclose the information and submit reports
referred to in Article 13, or any other individual having knowledge thereof, communicate
such information or reports as the contrary to the provisions of prohibition of tipping off in
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Article 15 of the present Law will be sentenced to imprisonment from one month to one
year, and will be subject to a fine from 1,000,000 Riels up to 5,000,000 Riels or any one
thereof.

e Any person who violates the obligations to keep professional secrecy as
contrary to Article 23 of the present Law will be sentenced to imprisonment from one
month to one year, and will be subject to a fine from 1,000,000 Riels up to 5,000,000 Riels
or any one thereof.

Article 30. Freezing and confiscation of property

In case of a proceeding on the violation of money laundering or financing
terrorism as stipulated in the existing Penal Code all relating or suspicious to be related
property may be frozen or restrained from transferring until the court decision becomes
definitive.

In case where the court has decided to penalize the offence of money laundering
or financing terrorism, the property shall be confiscated as state property.

CHAPTER VII: FINAL PROVISION

Article 31. The supervisory authorities shall issue regulations, instructions and guidelines
for the implementation of the present Law, particularly regarding:

e the arrangement for information sharing with the FIU to the agreement in
imposing disciplinary measures to be taken, or in suing the offenses to the court .

¢ the mutual coordination among supervisory authorities for the issuance of
regulations, instructions, and guidelines for the implementation of the present Law.

e issuing regulations and guidelines to determine the duties and to protect
officials and staff who perform their duties with integrity in the FIU, the information
confidentiality protection and the information disclosure rules.

The supervisory authorities shall cooperate with the Financial Intelligence Unit in
guiding the reporting entities to create program for the prevention of the money laundering
and the financing of the terrorism in accordance with Article 16 of the present Law, and to
issue the report formats according to the nature and character of the reporting entities.

Regulations and guidelines issued by the supervisory authorities under the present
Law can be modified or amended in an appropriate circumstance or when necessary.

Article 32. If there are provisions of other laws not consistent with this law the present
Law shall prevail.

Article 33. The present Law has been declared as urgent.

Signed

NORODOM SIHAMONI
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Law on Commercial Enterprises applicable to Banks and Financial
Institutions (Extracts)

(19 June 2005)

Chapter 1 — General Provisions

Article 3: Registered agent and registered office

A company shall continuously maintain in the Kingdom of Cambodia, a registered office
and a registered agent.

A company shall file with the Registrar the specific location of the registered office,
including street address, and mailing address in the Kingdom of Cambodia, if different
from the street address.

A company shall file with the Registrar the name of the registered agent. The registered
agent shall be a legally competent natural person. The registered agent shall have authority
to receive official papers and documents, including summonses and subpoenas from the
courts, on behalf of the partnership or company.

A company shall file with the Registrar any changes to the registered office or registered
agent within fifteen (15) official business days after the change takes effect.

Any company that incorporated under this Law shall govern by the laws of the Kingdom of
Cambodia.

Article 4: Delivery of documents

Documents of any description required by law to be delivered to a company shall be
delivered to the registered agent at the registered office during the normal business hours
of the company, unless another method is specified by law.

Alternatively, the documents may be delivered to a director in the case of a company.

If delivery cannot be made by the methods above, the documents may be delivered to the
Registrar who shall mail them to the last known address of the company as shown on the
Registrar’s records. Delivery to the Registrar shall be considered delivery to the company
Article 5: Use of Khmer name

A company shall display its name in the Khmer language. The Khmer name shall be
placed above and shall be larger than the name in another language. The translation of
company’s name from one language to another language shall be prohibited. The Khmer

name shall sound phonetically the same as the name in the other language.
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A company shall display the Khmer name on all seals, signs letterhead, and forms and
documents used for public purpose, and on all public advertisements displayed on land,
on water or in the air within the Kingdom of Cambodia.

A company may use and be designated by a name in another language outside of the
Kingdom of Cambodia.

Article 6: Non-payment of fees, fines, interest and penalties

A company that has failed to pay any fee, fine, interest or penalty which is owed to the
Ministry of Commerce shall be barred from filing any lawsuit or asserting any defense in
any civil lawsuit against it until all such fees, fines, interest and penalties have been paid

in full.

This section does not bar a company from filing or defending a lawsuit to determine

whether the fee, fine, interest or penalty is owed.

If a party alleges that a company owes a fee, fine, interest or penalty to the Ministry of
Commerce, the company may submit a receipt to the court. The court shall accept the

receipt as proof of payment until proven otherwise.

Article 7: Annual declaration

Each company shall file an annual declaration with the Ministry of Commerce

concerning the status of the company

Chapter 3 — Limited Company and Public Limited Company

Part 1. General provisions
Article 85: Application
A private limited company shall not be formed under this Law to carry on the business of

a bank, an insurance company or a finance company.

Article 87: Nature of Public Limited Company

A “Public Limited Company” is a form of a limited company that is authorized by this

Law to issue securities to the public.
Article 88: Interpretation

In this Chapter, the technical words shall have the following meaning:

-134-



D)

(2)

(3)

(4)

()

(6)

(7)

(8)

(9)
(10)

(11)

“articles” means the original or restated articles of incorporation or articles of

amendment,.

“auditor” means a chartered accountant who practices individually or within a

chartered accountants firm.

“debt obligation” means a bond, debenture, note or other evidence of debt, or

guarantee of a company, whether secured or unsecured.

“Director of Companies” means the officers appointed by the Minister of

Commerce to administer this Law.

“director” means a member of the board of directors of a company.

"incorporator' means a natural person who signs articles of incorporation.

“ordinary resolution” means a resolution passed by a majority of the votes cast

by the shareholders who voted on the resolution.

“redeemable share” means a share issued by a company

- that the company may purchase or redeem on the demand of the company,

- that the company is required by its articles to purchase or redeem at a
specified time or on the demand of a shareholder.

"'series™ in relation to shares, means a division of a class of shares.

""special resolution™ means a resolution passed by a majority of not less than

two-thirds of the votes cast by the shareholders who voted on that resolution or

signed by all the shareholders entitled to vote on that resolution.

"'security’ means

@ a share of any class or series of shares of a company,

(b) a bond,
(c) includes a certificate evidencing a security.
Article 2 (b)

"subsidiary”™ means a company controlled by another company, called a
"parent™
In the case of a subsidiary company, the parent company owns at least a majority

of the company's voting shares.
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Article 89: Affiliate - interpretation

A company is affiliated with another company if one of them is the subsidiary of the
other or both are subsidiaries of the same company or each of them is controlled by the
same person.

If two companies are affiliated with the same company at the same time, they are deemed
to be affiliated with each other.

Article 90: Liability for registration, filing and publication

Each incorporator or director, as the case may be, is responsible for complying with the
registration, filing and publication requirements.

Part 2.
A. Formation of a Limited Company

Article 91: Creation of Limited Company

One or more competent natural persons or legal persons may create a limited company by
filing articles of incorporation with the Director of Companies.

Article 92: Name of company

The name of a Public Limited Company shall include, at its end, the words "Public
Limited Company" or an appropriate abbreviation.

The Director of Companies shall examine the name proposed by the company and may
reject any name that is confusingly similar to another previously registered name or
contrary to public order, vulgar, scandalous or otherwise inappropriate. A decision of the
Director of Companies concerning the company's name is the binding and final decision.

Article 93: Articles of Incorporation, required contents

The articles of incorporation shall state the following information:
@ The name of the company.

(b) The company's Registered Office in the Kingdom of Cambodia.

(© The objectives of the company and any restrictions on the business that the
company may carry on. Company objectives may include one or more types of
businesses not contrary to any provision of law.

(d) The capital to be stated in national currency.

(e The classes and any maximum number of shares and the par value per shares that
the company is authorized to issue.
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(f)

(@)

(h)

(i)
@)

If the company is authorized to issue more than one class of shares, the articles of
incorporation shall state the maximum number of shares, and the par value per
share and shall describe the rights, privileges, restrictions and conditions attached
to each class.

If a class of shares may be issued in series, the articles shall authorize the
directors to fix the number of shares in each series, to determine the designation
of each series, and to determine the rights, privileges, restrictions and conditions
attached to each series.

If the issue, transfer or ownership of shares of the company is to be restricted, a
statement to that effect and a statement as to the nature of such restrictions.

The name and complete address of each shareholder.

The number of directors, or the maximum and minimum number of directors of
the company.

Article 94: Additional provisions in articles

The articles may also include any provision that is necessary.

Article 95: Signature of articles

The articles may be executed either through a private agreement or through a notary. The

articles shall be signed or initialed by all the shareholders.

Article 96: Delivery of articles

An incorporator shall submit the articles to the Director of Companies for filing attached

with other documents for registration.

Article 97: Certificate of incorporation

After accepting the articles of incorporation for filing, and after receiving the filing fee,

the Director of Companies shall issue a certificate of incorporation.
Article 98: Effect of certificate
A company comes into existence and acquires legal personality on the date shown in the

certificate of incorporation.

B. Capacity and Rights of the Company

Article 99: Capacity of a company

Subject to this law, a company has the capacity, rights and privileges of a natural person.

A company may carry on business throughout the Kingdom of Cambodia.
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Article 100: Extra-territorial capacity

A company has the capacity to carry on its business, conduct its affairs and exercise its

rights in any jurisdiction outside of the Kingdom of Cambodia to the extent that the laws

of such jurisdiction permit.

Article 101: Nationality

A company shall be deemed to be of Khmer nationality only if:

@) 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.

Article 102: Bylaws

A company may adopt bylaws that regulate the business or affairs of the company.

It is not necessary for a bylaw to be adopted in order to confer any particular rights on the

company or its directors.

Article 103: Restricted business or powers

A company shall not carry on any business or exercise any rights that is restricted by its

articles, nor shall the company exercise any of its rights in a manner contrary to its

articles.

Article 104: Rights preserved

The fact that a company acts in violation of its articles or bylaws does not, by itself,

invalidate such acts. This rule applies to all acts, including the transfer of property to the

company or by the company.

Article 105: No constructive notice

The fact that the Director of Companies files company documents, or the fact that a

document is available for inspection and copying at the company office does not, by

itself, affect any person or give notice or knowledge of the contents of the documents to

any person.

Article 106: Protections for third persons

A company, or a person who guarantees an obligation of the company, may not allege the

following points against a third person who deals with the company, or a third person
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who acquires rights from the company. However, these points can be alleged if the third
person knew or should have known these points because of his position or relationship
with the company.

l(a) the articles and by-laws have not been complied with,

(b)  the persons named in the most recent notice of directors sent to the Director of

Companies are not the directors of the company,

(© the place named in the most recent notice of registered office sent to the Director

of companies is not the registered office of the company,

(d) a person that the company holds out as a director, an officer or an agent of the
company has not been appointed or has no authority to exercise the powers and
perform the duties that are customary in the business of the company or usual for

such director, officer or agent,

(e a document issued by any director, officer or agent of a company is not valid or

not genuine,

)] loans and guarantees, or a sale, lease or exchange of property were not authorized.

C. Registered Office, Books and Records

Article 107: Registered office

At all times, a company shall have a registered office in the Kingdom of Cambodia,
located in the place specified in its articles.

Article 108: Notice of registered office

A company shall send the Director of Companies, on the prescribed form, notice of the
location of the registered office, together with the relevant portions of the articles
designating or changing the location.

A company shall send to the Director of Companies, on the prescribed form, notice of a
change of address of its registered office. The notice shall be sent within fifteen (15) days
of the change.

Article 109: Corporate records

A company shall prepare and maintain, at its registered office, records containing

(@) the articles and by-laws, and all amendments thereto;
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(b) minutes of meetings and resolutions of shareholders;
(© copies of all notices required to be sent or filed in accordance with this law;

(d) a securities register.

Article 110: Access to corporate records

Shareholders and creditors of a company, their agents and legal representatives and the
Director of Companies may examine the corporate records described above during the

usual business hours of the company and may take extracts, free of charge.

If the company is a public limited company, any other person may take extracts of the
corporate records in payment of a reasonable fee.

Article 111: Use of shareholder lists

Any list of shareholders shall not be used by any person except in connection with

@ an effort to influence the voting of shareholders of the company;

(b) an offer to acquire shares of the company;

(© any other matter relating to the affairs of the company.

Article 112: Directors records

A company shall prepare and maintain adequate records and records containing minutes

of meetings and resolutions of the directors and any committee of directors.

The Directors records shall be kept at the registered office of the company or at such
other place as the directors think fit and shall at all reasonable times be open to inspection
by the directors.

Article 113: Accounting records

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.

If accounting records are kept at a place outside the Kingdom of Cambodia, copies of

these accounting records shall also be kept at the registered office.

Article 114: Company’s duty to preserve records

A company and its agents shall take reasonable precautions to ensure that company books

and records are maintained in an accurate and properly preserved condition.
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Article 115: Corporate seal

An instrument or agreement executed on behalf of a company by a director, an officer or
an agent of the company is not invalid merely because a corporate seal is not affixed
thereto.

D. Directors and Officers
Article 116: Initial directors
At the time of filing the documents and articles of incorporation, the incorporators shall
send to the Director of Companies a notice of directors on a form prescribed by the
Ministry of Commerce.
After issuance of the certificate of incorporation, an incorporator or a director may call
the meeting of directors by giving not less than five (5) days notice by mail to each

director, stating the time and place of the meeting.

The initial directors shall hold office from the date of incorporation until the first general

meeting of the shareholders.

Article 117: Shareholders’ Organizational Meeting

The initial directors shall organize the first shareholder's general meeting within one (1)
year after the company is formed. Notice of the meeting shall be given in writing at least
twenty (20) days in advance to those persons entitled to attend the meeting. The notice

shall state the date, place, and agenda of the meeting.

Article 118: Number of Directors

A public limited company shall have at least three (3) directors.

Shareholders shall elect directors by ordinary resolution of shareholders who have the
rights to vote.

Article 119: Powers of Directors

The directors shall manage the business and affairs of a company. The articles of

incorporation shall provide for the rights of the directors namely:

(1). Appoint and remove all officers and determine the specific rights for such
officers;
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).
(3).

(4).

(5).

(6).

(7).

(8).
9).

(10).

(11).
(12).
(13).
(14).

(15).

Set the salaries and other compensation of such officers;

Fix the salary or other compensation for directors and submit them to
shareholders for approval;

Issue notes, bonds, debentures and other evidences of debt of the company and fix
their absolute, relative and contingent characteristics;

Propose to shareholders the amendments or annulments to the articles of
incorporation;

Propose to the shareholders an agreement of merger or consolidation between the
company and any other person;

Propose to the shareholders the sale of all or major part of the company's assets;
Propose to the shareholders a dissolution or liquidation of the company;

Declare dividends in accordance with accounting principles and the terms of
payment of each class of shares entitled to receive dividends;

Issue shares in the company to the extent authorized in the articles of
incorporation and bylaws;

Borrow money;

Issue, reissue or sell security of the company;

Give a guarantee on behalf of the company;

Mortgage, hypothecate, pledge or otherwise create a security interest in all or any
property of the company to secure any obligation of the company;

Close account books of each financial year and propose the annual profits for

submission to the shareholders and shareholders’ general meeting..

Article 120: Qualifications of Directors

Any legally competent natural person over eighteen (18) years old may serve as a director

or officer of a company. A director is not required to be a shareholder or to meet any

other qualification unless the articles or bylaws impose specific qualifications on them.

Article 121: Term of Office for Director

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.
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Avrticle 122: Staggered terms for directors

Terms of directors may be staggered so that all their terms do not end in the same year.
Article 123: Classes of directors

The articles may also confer on the holders of each class of shares the right to elect one or
more directors who shall serve the terms and shall manage other affairs provided by the
articles. The terms of office and voting powers of directors of any such class may be
greater or less than those of any other class of directors.

Article 124: Removal of director

A director may be removed with or without cause by a majority of the shareholders
entitled to vote for the director.

Article 125: Resignation of director

A director may resign at any time by giving written notice to the company. The

resignation shall take effect immediately or at the time stated in the notice.

A director who is the last director remaining in office, and who resigns before another
director has been appointed shall be liable for damages caused to the company by his

resignation.

Article 126: Continuation in office

A director may continue to serve after his term expires until a replacement has been
elected.

Article 127: Chairman of the Board

The board of directors shall elect a chairman from among its members. The chairman
may be removed from the office of chairman, but not from his position as a director, by a
majority vote of the directors.

Article 128: Calling meetings

The chairman has the right to call directors' meetings. One-third of the total number of
serving directors may call a director’s meeting.

Unless the articles or bylaws provide otherwise, the board meeting shall be conducted

within the Kingdom of Cambodia.
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The board of directors shall be held at least once every three (3) months. The adoption of
the Board Directors Resolution shall be decided base on the majority vote of the members
or representatives that were presented in the meeting

Article 129: Notice of meetings

The board of directors may meet at any place as stated in the notice. The notice shall state

the date and detail agenda the meeting.

A director may waive a notice of a meeting of directors. However, attendance of a
director at a meeting of directors is a waiver of notice of the meeting, except where a
director attends a meeting for the express purpose of objecting to the transaction of any
business on the grounds that the meeting is not lawfully called.

Article 130: Board consultations

Unless otherwise provided in the articles, the directors may act by written communication

among themselves.

Each director shall receive the contents of the resolution that has been proposed for
review and adoption, supporting background information, and a ballot for voting “yes” or

“no” on the matter.
If all directors vote to approve a matter, it is deemed approved by the board.

All written responses shall become part of the records of the board. The secretary of the
company shall prepare a written report of the written communications and shall distribute
this report to the directors.

Article 131: Committees

The board of directors may, as it deemed necessary, establish committees to facilitate its
affairs. Committees of the board of directors may be established by a majority of the
board of directors in a written resolution. Each committee shall consist of one or more
directors to be appointed by a majority of the board of directors. Committees shall
conduct their meetings in the same manner as the board of directors. Each committee
shall have the rights granted to it by the written document that creates it. A committee,

however, may not be delegated any authority to take those actions as the following:

@ To propose to shareholders amendments to the articles or bylaws;

- 144 -



(b) To propose to the shareholders an agreement of merger or consolidation between
the company and any other person;

(© To propose to the shareholders the sale of all or major part of the company's assets.

(d) To propose to the shareholders a dissolution or liquidation of the company;

(e To declare dividends; and

)] To issue shares in the company.

Avrticle 132: Conduct of meetings

A majority of the total number of directors presented in the meeting shall constitute a
quorum of the board of directors, or of the board committee but the articles may require a
greater number.

A director shall have one vote. A director may be a proxy for another director in the
meeting of the board of directors, provided that he shall have a written authorization
signed by the director for whom he is acting.

The secretary shall prepare and keep minutes of all meetings of the board and shall send
copies of them to all directors.

Article 133: indemnification

A company may indemnify a present or former director, officer or other employee of a
company in the performance of his duties where he has acted both reasonably and in
good faith.

Indemnity shall be extended where the director, officer or other employee relied in good
faith on the accuracy of the books or records of the company, or on other information,
opinions, reports or statements presented to him by any officer of the company or any
other person.

Indemnity shall cover the reasonable expenses or damages of any proceeding against the

director, officer or employee arising out of his services to the company.
Article 134: Disclosure by director or officer
A director or officer of a company shall disclose the nature and extent of his interest in

writing to the company or request to have a statement entered in the minutes of meetings

of directors if he
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(@)
(b)

is a party to a contract or proposed contract with the company, or
has a material interest in any person who is a party to a contract or proposed
contract with the company,

Article 135: Time of disclosure for director

In the case of a director, disclosure shall be made

(a)
(b)

(©)

(d)

at the meeting at which a proposed contract is first considered;

if the director was not then interested in a proposed contract, at the first meeting
after he becomes so interested,

if the director becomes interested after a contract is made, at the first meeting
after he becomes so interested,

if a person who is interested in a contract later becomes a director, at the first

meeting after he becomes a director.

Article 136: Time of disclosure for officer

In the case of an officer, the disclosure shall be made

(@)

(b)

(©)

as soon as he becomes aware that the contract or proposed contract is to be
considered or has been considered at a meeting of the board of directors;

if the officer becomes interested before a contract is made, immediately after he
becomes so interested; or

if a person who is interested in a contract later becomes an officer, forthwith after

he becomes an officer.

Article 137: Voting after disclosure

A director who has a conflict of interest shall not vote on any resolution to approve the

contract unless the contract is

(@)

(b)

(©)
(d)

an arrangement by way of security for money lent to or obligations undertaken by
him for the benefit of the company or an affiliate;

one relating primarily to his remuneration as a director, officer, employee or agent

of the company or an affiliate;
one for indemnity or insurance;

one with an affiliate.
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Article 138: Officers

Subject to the articles or the by-laws,

@ the board of directors may designate the offices of the company, appoint officers,
specify their duties and delegate to them the powers to manage the business and
affairs of the company;

(b) a director may be appointed to any office of the company;

(© one or more offices of the company may be held by the same person.

Article 139: Pre incorporation contracts

A person who enters into a written contract in the name of or on behalf of a company

before it comes into existence is personally bound by the contract and is entitled to the

benefits thereof.

A company may, within a reasonable time after a contract has been made, adopt a written

contract made before it came into existence and before it has adopt by the company. Such

adoption shall base on any action or conduct signifying its intention to be bound thereby.

The company is bound by the contract and is entitled to the benefits thereof as if the

company had been in existence at the date of the contract and had been a party thereto.

A person who claimed to act in the name of or on behalf of the company ceases to be

bound by or entitled to the benefits of the contract, unless otherwise ordered by court.

Article 140: Directors' liability — consideration for share

The Directors who vote for or consent to a resolution authorizing the issuance of a share
for a consideration other than money are jointly and severally liable to the company for
the amount by which the consideration received is less than the fair equivalent of the
money that the company would have received if the share had been issued for money on

the date of the resolution.

A director is not liable if he proves that he did not know and could not reasonably have
known that the share was issued for a consideration less than the fair equivalent of the

money that the company would have received if the share had been issued for money.
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An action to enforce a liability imposed by this Law may not be commenced after two

years from the date of the resolution authorizing the action complained of.

Article 141: Others liability of directors

The Directors who vote for or consent to a resolution authorizing a purchase, redemption

or other acquisition of shares, a reduction of stated capital, or a payment of a dividend

contrary to the requirements of this chapter are jointly and severally liable to restore to

the company any amounts so distributed or paid.

An action to enforce a liability imposed by this article may not be commenced after two

(2) years from the date of the resolution authorizing the action complained of.

Article 142: Director’s dissent

A director who is present at a general meeting of the board of directors is deemed to have

consented to any resolution passed or action taken at that meeting unless

(1).  he requests that his dissent be entered in the minutes of the meeting;

(2).  he sends his written dissent to the secretary of the meeting before the meeting is
adjourned.

A director who was not present at a meeting at which a resolution was passed or action

taken is deemed to have given consent unless within fifteen (15) days, after he becomes

aware of the resolution he

(1).  causes his dissent to be placed with the minutes of the meeting;

(2).  sends his dissent by registered mail or delivers it to the registered office of the

company.

E. Shares and Dividends
Article 143: Shares

Each share shall be in registered form. Each share has a par value and the company shall
not issue any share at a price, which is less than the par value. The rights, privileges,
restrictions and conditions attaching to the shares of each class shall be set out in the

articles.
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Article 144: Number, value and rights attached to shares

If the articles fail to provide the number and price attached to the shares, the company
shall issue a minimum of one thousand (1,000) shares with a par value of not less than
four thousand (4,000) Riels per share.

If the articles fail to specify the class of share, the company has only one class of shares
and the rights of the holders of these shares are equal in all respects and include the rights
(1). to vote at any meeting of the shareholders of the company;

(2). toreceive any dividend declared by the company;

(3).  toreceive the remaining property of the company on dissolution.

Article 145: Rights to classes of shares

The articles may provide for more than one class of shares and, if they so provide, the
rights of each class of shares may be absolute or relative. The rights, privileges,
restrictions and conditions attaching to the shares of each class shall be set out in the
articles. The rights set out in Article 144 of this law, shall be attached, individually or in

their entirety, to at least one class of shares. The rights may include:

(@) Convertibility or exchangeability into other classes of shares or other securities of
the limited company or another company, whether at the option of the limited
company, at the option of the shareholders, or upon the occurrence of a specified event;

(b) Priority of entitlement to net assets upon liquidation or dissolution of the limited
company;

(© Redemption or repurchase at the option of the limited company or at the option of
the holders of the share;

(d) Restrictions on transferability.

Article 146: Issue of shares — consideration for shares

Subject to the articles, the by-laws and any pre-emptive right of shareholders, shares and

securities may be issued at the times and to the persons as the directors may determine.

The directors shall determine the price of the shares and securities to be issued.
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A share shall not be issued if it has not its equivalent value in money, in kind, or past

services.

Payment in kind, may include trademarks, copyrights, patents, and the right to use any
intangible property or trademark license.
The directors determine the value of the payment in kind or past services and their

decision shall be final and conclusive, if there is no actual fraud involved.

The shares in service shall not authorize for the public limited company.

Avrticle 147: Liability of shareholder
The shareholder’s liability to the company is limited to the price of the shareholder’s

subscription.

Article 148: Shares in series

The articles may authorize the issue of any class of shares in one or more series and may
authorize the directors to fix the number of shares in and to determine the designation,
rights, privileges, restrictions and conditions attaching to the shares of each series, subject
to the limitations set out in the articles. Except as otherwise provided, the rights,
privileges, restrictions or conditions attached to the same class and series shall be

identical.

Article 149: Stated capital account

A company shall maintain a separate stated capital account for each class and series of
shares it issues.
A company shall add to the appropriate stated capital account the full amount of any

payment in money, in kind or past services it receives for any shares it issues.

Article 150: Constraints on addition or reduction to a stated capital account

Where a company proposes to add any amount to a stated capital account it maintains in
respect of a class or series of shares, if the amount to be added was not received by the
company, the addition to the stated capital account must be approved by special

resolution of the board of directors.
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A company shall not reduce its stated capital account or any capital account. A company
may reduce its capital account for any purpose by special resolution. The special
resolution shall specify the capital account that will be reduced.

A company shall not reduce its capital account if there are reasonable grounds for
believing that

(1).  the company is, or after the payment would be, unable to pay its liabilities as they

become due;

(2). the realizable value of the company's assets would be less than the aggregate of its
liabilities.

This rule does not apply if the company reduces its capital account by an amount that is
not represented by realizable assets.

A creditor of the company may apply to a court for an order directing the repayment of
money or property received following a reduction of the capital account made contrary to
this article.

An action to enforce a liability imposed by this article may not be commenced after two

(2) years from the date of the resolution authorizing the action complained of.
Article 151: Pre-emptive right

If the articles provide for a right of pre-emption attaching to a class of shares, no further
shares of that class shall be issued unless they have first been offered to the shareholders

having the right of preemption on that class.

Shareholders have a pre-emptive right to acquire the offered shares in proportion to their
holdings of the shares of that class, at such price and on such terms as those shares are to

be offered to third parties.

Article 152: Options and rights

[

A company may issue certificates of conversion privileges, options, or rights to acquire
securities of the company. In this case, the certificates or securities shall set out the

conditions applicable to the conversion privileges, options or rights.
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Conversion privileges, options and rights to acquire securities of a company may be made
transferable or non-transferable, and options and rights to acquire may be made separable

or inseparable from any securities to which they are attached.

Article 153: Share certificate

Each shareholder is entitled to receive a share certificate. There shall be stated on the face
of each share certificate issued by a company: the name of the company, the name of the
person to whom it was issued and the number and class of shares and the designation of

any series that the certificate represents.

Article 154: Transfer of share

Subject to restrictions imposed by this law and the articles, shares are transferable. The
company shall transfer the shares and make the appropriate entries in its books and
records upon the request of both the transferor and the transferee.

Article 155: Acquisition of company's own shares

Subject to its articles, a company may purchase or redeem shares issued by it.

The company shall always have outstanding shares of at least one class of shares with full
voting powers and which are not subject to mandatory redemption or repurchase.

If shares are redeemed, the shareholder has a duty to surrender them to the company, in
return for payment of the redemption price. If he does not do so, the company may
deposit the value of the redeemed shares to a separate account in a known bank and
notify the shareholder in writing. The company shall cancel the redeemed shares on its
books and records as soon as such funds are set aside. However, a company shall not
make any payment to purchase or redeem shares issued by it if there are reasonable
grounds for believing that

'(1). the company is, after the purchase would be, unable to pay its liabilities as they

become due;
(). the realizable value of the company’s assets after purchasing would be less than

the aggregate of its liabilities.

Shares purchased, redeemed or otherwise acquired by the company shall be cancelled or,
if the articles limit the number of authorized shares, may be restored to the status of

authorized but unissued shares of the class.
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Article 156: Reduction of stated capital on redemption or purchase

When a company purchases, redeems or acquires its shares, the company shall make
corresponding adjustments to the capital account maintained for the class or series of

shares purchased, redeemed or acquired.
Article 157: Dividend declaration

Subject to any restrictions contained in its articles, the directors may declare dividends

out of the company’s surplus or out of its net profits.

The directors may set apart special reserves for the company to use in carrying on its

business, by using any funds of the company available for distribution of dividends.

[Article 158: Restriction to declaration of dividends

A company shall not declare or pay a dividend if there are reasonable grounds for

believing that

@ the company is, or after the payment would be, unable to pay its liabilities as they
become due; or

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

Article 159: Form of dividend

A company may pay a dividend by issuing shares of the company. Subject to the

restrictions in this Part, a company may pay a dividend in money or property.

Article 160: Adjustment of stated capital account

If shares of a company are issued in payment of a dividend, the declared amount of the
dividend stated as an amount of money shall be added to the capital account or
maintained or to be maintained for the shares of the class or series issued in payment of
the dividend.

F. Security Certificates, Registers and Transfers
Article 161: Definitions

In this Part, the technical words shall have the meanings as follows:
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(L).

).

3).

4).
(5).
(6).

(7).

(8).

(9).
that is

"bearer™ means the person in possession of a security payable to bearer or

endorsed in blank;

"bona fide purchaser™ means a purchaser for value in good faith and without
notice of any adverse claim who takes delivery of a security in bearer form or
order form or of a security in registered form issued to him or endorsed to him or
endorsed in blank;

"broker”™ means a person who is engaged for all or part of his time in the
business of buying and selling securities and who, in the transaction concerned,

acts for, or buys a security from, or sells a security to a customer;

""delivery™ means voluntary transfer of possession;

"genuine™ means free of forgery or counterfeiting;

"holder™ means a person in possession of a security issued or endorsed to him
or to bearer or in blank;

"over-issue™ means the issue of securities in excess of any maximum number of
securities that the issuer is authorized to issue by its articles or by a specific
contract;

"purchaser”™ means a person who takes an interest in a security by sale,
mortgage, hypothec, pledge, issue, reissue, gift or any other voluntary
transaction;

"'security’ or "'security certificate’ means an instrument issued by a company

@) in bearer form, registered form or order form;

(b) of a type commonly dealt in on securities exchanges or markets or
commonly recognized in any area in which it is issued or dealt in as a

medium for investment;

(c) one of a class or series or by its terms divisible into a class or series of

instruments, and

(d) evidence of a share, participation or other interest in or obligation of a

company;
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(10). "transfer™ includes transmission by operation of law;

(11) "unauthorized™ in relation to a signature or an endorsement, means one made

without actual, implied or apparent authority and includes a forgery.

Article 162: Securities are negotiable instruments
[
Securities are negotiable instruments.

Article 163: Distribution document

A company that files or distributes in any business plan, statement of material facts,
registration statement, securities exchange take-over bid circular or similar document
relating to the distribution to the public of the securities of the company shall

immediately send to the Director of Companies a copy of any such document.
Article 164: Securities in registered form

[

A security is in registered form if

@ it specifies a person entitled to the security and specifies that the transfer is

capable of being recorded in a securities register; or

(b) it bears a statement that it is in registered form.

Article 165: Debt obligation in order form

A debt obligation is in order form when it states that the debt obligation is payable to the

order of, or that the debt obligation is assigned to a person who is reasonably identifiable.

Article 166: Securities in bearer form

A security is in bearer form if it is payable to any person who may present the security for
payment. The securities in bearer form do not indicate the name of the holder.

Article 167: Rights of holder

Every security holder is entitled at his option to a security certificate that complies with

this law or a non-transferable written acknowledgment of his right to obtain such a

security certificate from a company.
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A company is not required to issue more than one security certificate in respect of

securities held jointly by several persons. Delivery of one security certificate to one

person is sufficient.

Article 168: Signatures on the securities certificate

[

A security certificate shall be signed manually by at least one director and any additional

signatures required on a security certificate may be printed.

Article 169: Contents of share certificate

There shall be stated on the face of each share certificate issued by a company

[

().
).

[

(3).

(4).
(5).

[

the name of the company;

the words "Incorporated under the Law of Commercial Enterprises of the

Kingdom of Cambodia™;
the name of the person to whom it was issued;

the number and class of shares and series of that share certificate;

any restriction on the transfer of the security.

On a share certificate issued by a company that is authorized to issue more than

one class or series of shares, there shall be stated legibly

@) the rights, privileges, restrictions and conditions attached to the shares of

each class and series that exists when the share certificate is issued;

(b) that the class or series of shares that it represents has rights, privileges,
restrictions or conditions attached thereto. The company will provide a
shareholder, on demand and without charge, with a full copy of the text of
the rights, privileges, restrictions and conditions attached to each class and

series.

Article 170: Securities Register

A company shall maintain a securities register in which it records the securities it issues

stating with respect to each class or series of securities, namely:
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@) the names, alphabetically arranged, and the latest known address of each person
who is or has been a security holder;
(b) the number of securities held by each security holder; and

(©) the date and particulars of the issue and transfer of each security.

Article 171: Dealings with registered holder
A company may treat the registered owner of a security as the person exclusively entitled
to vote, to receive notices, to receive any interest, dividend or other payments in respect

of the security, and to exercise all the rights of an owner of the security.

In the case where there are restrictions on the transfer of a security, and the security is
transferred or transmitted to a person who is not the registered owner, the person shall
provide proof of his authority to exercise rights or privileges in respect of the security.

The company shall treat the person as entitled to exercise those rights or privileges.

Article 172: Minors

If an unemancipated minor exercises any rights of ownership in the securities of a
company, neither the minor nor his representative may subsequently repudiate the actions.

Article 173: Transmission of securities

When a security is transferred or transmitted to a person who is not the registered holder,
the person is entitled to become or to designate the registered holder if he files with the
company the security certificate that was owned by the security holder.
The filing documents shall contain:
@ the authentical notary document, or the original or certified copy of the court
order or letters of administration; or
(b) an affidavit evidencing the transfer of the security on behalf of the registered
holder:
- by alegal representative of a minor, incompetent person, or missing person;
- aliquidator; or
- trustee in bankruptcy.
Article 174: Burden of proof

[

In an action on a security,
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@) unless specifically denied in the pleadings, each signature on the security or in a
necessary endorsement is admitted;

(b) a signature on the security is presumed to be genuine and authorized, but if the
effectiveness of the signature is put in issue, the burden of establishing that it is
genuine and authorized is on the party claiming that the signature is not genuine;

(© if a signature is admitted or established, production of the instrument entitles a
holder to recover on it unless the defendant establishes a defense or a defect going
to the validity of the security; and
(d) if the defendant establishes that a defense or defect exists, the plaintiff has

the burden of establishing that the defense or defect is ineffective against
him or some person under whom he claims.

Article 175: Securities fungible

Unless otherwise agreed, and subject to any applicable law or related regulation a person
required to deliver securities may deliver any security of the specified issue in bearer
form or registered in the name of the transferee or endorsed to him or in blank.

Article 176: Notice of defect

The terms of a security stated on the security and terms incorporated by reference to
another instrument to the extent that the incorporated terms do not conflict with the stated
terms. If there is any inconsistency between such two terms then the first shall prevail.

A company shall, whether the fact that a security is not genuine, admit the ownership of

the security in the hands of a bona fide purchaser.

A security is valid in the hands of a bona fide purchaser who does not have notice of any

defect going to the validity of the security.

Article 177: Unauthorized signature

An unauthorized signature on a security before or in the course of its issue is ineffective.
Except that the signature is effective in favor of a purchaser and without notice of the
lack of authority, if the signing has been done by any person entrusted by the issuer to

sign the security, or similar securities.
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Article 178: Completion or alteration

Where a security contains the signatures necessary for its issue or transfer but is

incomplete in any other respect,

(@) any person may complete it by filling in the blanks in accordance with his
authority;

(b) notwithstanding that the blanks are incorrectly filled in, the security as completed
is enforceable by a purchaser who took it for value and without notice of the
incorrectness;

() a completed security that has been improperly altered, even if fraudulently
altered, remains enforceable but only according to its original terms.

Article 179: Warranties of agents

A registrar, or transfer agent shall not liable for the forgery of security if:

@ his acts in connection with the issue of the security are within his authority;

(b) he has reasonable grounds for believing that the security is in the form and within
the amount the issuer is authorized to issue.

Article 180: Title of purchaser

On delivery of a security the purchaser acquires the rights in the security that his
transferor had or had authority to convey, except that a purchaser who has been a party to
any fraud or illegality affecting the security does not improve his position by taking title

to the security from a later bona fide purchaser.
Article 181: Warranties to purchaser

A person by transferring a security to a bona fide purchaser warrants only that
[
(1).  the transfer is effective and rightful,

(2).  the security is genuine and has not been materially altered; and

(3).  he knows of nothing that might impair the validity of the security.

A broker gives to his customer, to the issuer and to a purchaser, as the case may be, the
warranties provided in this article and has the rights and privileges of a purchaser under
this article. Those warranties of and in favor of the broker acting as an agent are in
addition to warranties given by his customer and warranties given in favor of his

customer.
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Article 182: Right to compel endorsement

When a security in registered form is delivered to a purchaser without an endorsement,
the purchaser may become a bona fide purchaser only at the time the endorsement is
supplied.

However, the transfer is complete on delivery the purchaser has an enforceable right

against the transferor to have any necessary endorsement supplied.
Article183: Endorsement

An endorsement of a security in registered form is made when an appropriate person
signs, either on the security or on a separate document, an assignment or transfer of the
security or signs a power to assign or transfer the security. The endorsements of security

shall have the following characteristics:

- Anendorsement may be special or in blank.

- Anendorsement in blank includes an endorsement to bearer.
- A special endorsement specifies the person to whom the security is to be transferred,

or who has power to transfer it.

A holder may convert an endorsement in blank into a special endorsement.

In this Part, appropriate person to endorse is:

(1).  the person specified by the security or by special endorsement to be entitled to the
security;

(2). the legal representative, if the person described in paragraph (1) is an individual
and is without capacity to act by any reason;

(3). aperson having power to sign under an applicable law or a power of attorney; or

(4.) an authorized agent, to the extent that a person described in paragraphs (1) to (3)
may act through an agent.

Article 184: Immunity of endorser

Unless otherwise agreed, the endorser by his endorsement assumes no obligation that the
security will be honored by the issuer.
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An endorsement purporting to be only of part of a security representing units intended by

the issuer to be separately transferable is effective to the extent of the endorsement.

Article 185: Effect of endorsement without delivery

An endorsement of a security whether special or in blank does not constitute a transfer
until delivery of the security on which the endorsement appears or, if the endorsement is

on a separate document, until delivery of both the security and the separate document.

Article 186: Endorsement in bearer form

An endorsement of a security in bearer form does not otherwise affect any right to
registration that the holder has.

Article 187: Effect of unauthorized endorsement

The owner of a security may assert the ineffectiveness of an endorsement against the
issuer or any purchaser who has in good faith received a new, reissued or re-registered
security on registration of transfer.

Article 188: Liability of issuer

An issuer who registers the transfer of a security on an unauthorized endorsement is
liable for improper registration.

Article 189: Warranties of guarantor of signature

A person who guarantees a signature of an endorser of a security warrants that at the time
of signing

(1).  the signature was genuine;

(2). the signer was an appropriate person to endorse; and

(3).  the signer had legal capacity to sign.

However, a person who guarantees a signature of an endorser does not otherwise warrant

the rightfulness of the particular transfer.

An issuer may not require a guarantee of endorsement as a condition to registration of
transfer.

Article 190: When delivery occurs

Delivery to a purchaser occurs when
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@) the purchaser or a person designated by him acquires possession of a security;

(b) the broker of the purchaser acquires possession of a security specially endorsed to
or issued in the name of the purchaser;

(© the broker of the purchaser sends him confirmation of the purchase and the broker
in his records identifies a specific security as belonging to the purchaser; or

(d)  with respect to an identified security to be delivered while still in the possession
of a third person, that person acknowledges that he holds it for the purchaser.

Article 191: Delivery to broker

Unless otherwise agreed, if a sale of a security is made on an exchange or otherwise
through brokers

(1)  the selling customer fulfils his duty to deliver when he delivers the security to the
selling broker or to a person designated by the selling broker, or causes an

acknowledgment to be made to the selling broker that it is held for him; and

2 the selling broker, including a correspondent broker, acting for a selling customer
fulfils his duty to deliver by delivering the security or a like security to the buying
broker or to a person designated by the buying broker or by effecting clearance of
the sale in accordance with the rules of the exchange on which the transaction

took place.
[
Unless otherwise agreed, a transferor's duty to deliver a security to a purchaser under a

contract of purchase is not fulfilled until he delivers the security in negotiable form to the
purchaser or to a person designated by the purchaser, or causes an acknowledgment to be
made to the purchaser that the security is held for him.

Article 192: Right to reclaim possession

If a security is wrongfully transferred from a person for any reason, including the
person’s incapacity, the person may take the following actions against anyone except a
bona fide purchaser:

(1).  reclaim possession of the security;

(2).  obtain possession of any new security evidencing all or part of the same rights; or
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(3). claim damages.

If the transfer of a security is wrongful by reason of an unauthorized endorsement, the
owner may reclaim possession of the security or a new security even from a bona fide
purchaser if the ineffectiveness of the purported endorsement may be asserted against
such purchaser.

The right to reclaim possession of a security may be specifically enforced, its transfer
may be restrained, and the security may be impounded pending litigation.

Article 193: Right to require registration

Unless otherwise agreed, a transferor shall supply a purchaser with proof of his authority
to transfer or with any other requirement that is necessary to obtain registration of the
transfer of a security. However, if the transfer is not for value, a transferor need not take
these actions unless the purchaser pays the reasonable and necessary costs of the proof
and transfer.

If the transferor fails to comply with the purchaser’s demand within a reasonable time,
the purchaser may reject or rescind the transfer.

Article 194: Seizure of security

No seizure of a security or other interest evidenced thereby is effective until the person
making the seizure obtains possession of the security.

Article 195: Registration of security in registered form

Where a security in registered form is presented for transfer, the issuer shall register the
transfer if

(1).  the security is endorsed by an appropriate person;
(2).  reasonable assurance is given that that endorsement is genuine and effective;
(3). any applicable law relating to the collection of taxes has been complied with;

(4).  the transfer is rightful or is to a bona fide purchaser.

Where an issuer has a duty to register a transfer of a security, the issuer is liable to the
person presenting it for registration for loss resulting from any unreasonable delay in
registration or from failure or refusal to register the transfer.

Article 196: Limitation of issuer’s liability

The issuer is not liable to the owner or any other person who incurs a loss as a result of

the registration of a transfer of a security if the necessary endorsements were on or with

- 163 -



the security and the issuer used reasonable care to determine the adequacy of the
endorsement.

Article 197: Notice of lost or stolen security

Where a security has been lost or apparently destroyed, and the owner fails to notify the
issuer of that fact by giving the issuer written notice within a reasonable time after he
knows of the loss, destruction and if the issuer has registered a transfer of the security
before receiving such notice, the owner is precluded from asserting against the issuer any
claim to a new security.

Article198: Duty of issuer to issue a new security

Where the owner of a security claims that the security has been lost or destroyed the
issuer shall issue a new security in place of the original security if the owner

(1).  so requests before the issuer has notice that the security has been acquired by a
bona fide purchaser;

(2).  furnishes the issuer with a sufficient indemnity bond; and
(3). satisfies any other reasonable requirements imposed by the issuer.

If, after the issue of a new security under above paragraph, a bona fide purchaser presents
the original security for registration of transfer, the issuer shall register the transfer.

In addition to any rights on an indemnity bond, the issuer may recover a new security
issued from the person to whom it was issued.

H. Shareholders

Article 205: Place of meetings

Shareholder general meetings shall be held at the place within the Kingdom of Cambodia
provided in the articles or by-laws or that the directors determine.

A general meeting of shareholders may be held outside the Kingdom of Cambodia if all
the shareholders entitled to vote at that meeting agree.

Article 206: Directors calling meetings

The directors of a company shall call an annual general meeting of shareholders not later
than twelve (12) months after the company comes into existence.

The directors of a company may call a extraordinary meeting of shareholders at any time.

Article 207: Shareholders calling meetings
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The shareholders may request the directors to call a general meeting of shareholders for
the purposes stated in the request.

The request shall be made by the holders of not less than fifty-one (51) per cent of the
issued shares of a company that carry the right to vote at the meeting.

The request may consist of several form requests signed by one or more shareholders.

The request shall state the business to be transacted at the meeting and shall be sent to
each director and to the registered office of the company.

On receiving the request, the directors shall call a general meeting of shareholders to
transact the business stated in the request.

If the directors do not call a meeting, within twenty-one (21) days after receiving the
request, any shareholder who signed the request may call the meeting.

Unless the shareholders otherwise make a resolution at the meeting they called, the
company shall reimburse the shareholders the expenses reasonably incurred by them in
requesting, calling and holding the meeting.

Article 208: Meeting called by court

If it is not practical to call or conduct a shareholders general meeting in the manner
prescribed by the articles, or this law, or for any other reason, a director, shareholder
entitled to vote at the meeting, or the Director of Companies may apply to the court for an
order directing that a meeting be held and conducted in any manner the court deems
appropriate.

The court may order that the quorum required by the articles or this law be varied or
dispensed with at a meeting called, held and conducted pursuant to this article.

Article209: Establishing the record date
The shareholders entitled to receive notice of a general meeting of shareholders shall be
every holder of a share of the class or series affected whose name is set out in the

securities register at the close of business on the record date established.

The directors may establish a record date, which shall not be more than fifty (50) days, or
less than twenty (20) days before the date of the meeting.

If the directors do not establish a record date, the record date shall be

(1).  atthe close of business on the day before notice of the meeting is given, or
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(2).  if no notice is given, the day on which the meeting is held.

The record date to determine shareholders for any matter, other than the right to receive
notice of a meeting and the right to vote, shall be at the close of business on the day that
the directors pass the resolution relating to that matter.

Article 210: Notice of record date

If the directors establish a record date, the directors shall publish notice of the record date
in a general circulation newspaper in the place where the company has its registered
office.

The directors also shall provide written notice to every stock exchange in the Kingdom of
Cambodia where the company’s shares are listed for trading.

These notices shall be provided within seven (7) days after the directors establish the
record date.

Notice of the record date is not required if the notice is waived in writing by every holder
of a share of the class or series affected whose name is set out in the securities register at
the close of business on the day the directors fix the record date.

Article 211: Shareholder list

A company shall prepare a list of shareholders entitled to receive notice of a meeting,
arranged in alphabetical order and showing the number of shares held by each
shareholder.

If the directors establish a record date, the directors shall prepare the list not later than ten
(10) days after that date.

If the directors do not establish a record date, the list shall be prepared

(1). at the close of business on the day immediately preceding the day on which the
notice is given, or

(2).  where no notice is given, on the day on which the meeting is held.
Article 212: Effect of list

A person named in the list of shareholders is entitled to vote the shares shown opposite
his name at the meeting to which the list relates.

If a person named on the list of shareholders transferred the ownership of any of his

shares after record date, the transferee is entitled to vote his shares at the meeting after
the two requirements had fulfilled:
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(1).  produces properly endorsed share certificates, or otherwise establishes that he
owns the shares, and

(2). demands, not later than ten (10) days before the meeting as the articles or bylaws
of the company provide, that his name be included in the list before the meeting.

Article 213: Examination of list
A shareholder may examine the list of shareholders

@) during usual business hours at the registered office of the company or at the place
where its central securities register is maintained; and

(b) at the general meeting of shareholders for which the list was prepared.
Article 214: Notice of meeting

A written notice of every general meeting of shareholders shall be given to all
shareholders, directors, and the auditor at least twenty (20) days to fifty (50) days before
the date of the meeting.

The notice of shareholders general meetings shall state the date, agenda, and location of
the meeting.

When special business is to be discussed at the meeting:

- documents stating the nature of that business in sufficient detail to permit the
shareholder to form a reasoned judgment; and
- the text of any special resolution to be submitted at the meeting.

Failure to receive a notice does not deprive a shareholder of the right to vote at the
meeting.

If a general meeting of shareholders is adjourned for less than thirty (30) days it is not
necessary, unless the articles or bylaws otherwise provide, to give notice of the adjourned
meeting, other than by announcement at the earliest meeting that is adjourned.

Article 215: Waiver of notice

A shareholder and any other person entitled to attend a general meeting of shareholders
may waive notice of a meeting of shareholders.

However, a shareholder or person attendance at a general meeting of shareholders, may

express purpose of objecting to the transaction of any business on the grounds that the
meeting is not lawfully called.
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Article 216: Shareholder proposal
A shareholder entitled to vote at an annual general meeting of shareholders may

(@) submit to the company notice of any matter that he proposes to raise at the
meeting, and

(b) discuss at the meeting any other matter appropriate for a shareholder proposal.
Article 217: Quorum

Unless the articles provide otherwise, a quorum of shareholders general meeting are the
holders of a majority of the shares entitled to vote at the meeting are present in person or
represented by proxy.

If a quorum is present at the opening of a meeting of shareholders, the shareholders
present may proceed with the business of the meeting.

If a quorum is not present at the opening of a meeting of shareholders, the shareholders
present may adjourn the meeting to a fixed time and place but may not transact any other
business.

Article 218: Right to vote

Every shareholder who owns voting shares or his proxy is entitled to attend and vote at
the meeting in accordance with his share’s voting rights.

If two or more persons hold shares jointly, one of those holders present at a meeting of
shareholders may in the absence of the others vote the shares.

If two or more joint owners are present, in person or by proxy, they shall vote as one on
the shares jointly held by them.

Article 219: Proxy and pooling agreements
Any shareholder may authorize any other natural person to represent and vote for him as
a proxy at any meeting. All proxies shall be in writing and shall be signed by the

shareholder and shall be dated.

A proxy shall not be valid for more than one (1) year after the date of its signature or for
such shorter time as the proxy itself may provide.

Any number of shareholders may agree among themselves in writing to vote their shares
in a certain manner.
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Article 220: Voting

Unless the articles provide otherwise, election of the directors and decisions on other
matters voted on by the shareholders shall be by secret ballot.

Article 221: Written resolution in lieu of meeting

A resolution in writing signed by all the shareholders entitled to vote on that resolution at
a meeting of shareholders is as valid as if it had been passed at a meeting of the
shareholders.

A resolution in writing dealing with all matters to be dealt with at a meeting of
shareholders, and signed by all the shareholders entitled to vote at that meeting, satisfies
all the requirements of this law relating to meetings of shareholders.

A copy of every resolution in lieu of a meeting shall be kept with the minutes of the
meetings of shareholders.

Article 222: Court review

Any shareholder who does not receive written notice of a meeting and has reasonable
proof thereof, has the right to petition to the court to reject any decision taken at such
meeting.

A company, shareholder or director may apply to a court to determine any controversy
with respect to an election or appointment of a director or auditor of the company.

Article 223: Unanimous shareholder agreement

An otherwise lawful written agreement among all the shareholders of a company that
restricts in whole or in part the powers of the directors to manage the business and affairs
of the company is valid.

A transferee of shares subject to a unanimous shareholder agreement is deemed to be a
party to the agreement.

A shareholder who is a party to a unanimous shareholder agreement has all the rights, and
duties of a director to manage the business and affairs of the company to which the
agreement relates. The directors are relieved of their duties and liabilities by a unanimous
shareholder agreement.

A unanimous shareholder agreement shall be made between shareholders.

The unanimous shareholder agreement shall be kept in the company’s record as described
in Article109.

A unanimous shareholder agreement has to be written on the share certificate.
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l. Financial Disclosure
Article 224: Annual financial statements

At every annual general meeting of shareholders, the directors shall present an annual
financial statement to the shareholders. The statement shall include the following:

@ comparative financial statements for the current financial year and the prior
financial year. In the first year of the company’s existence, the financial statement
shall cover the period beginning on the date the company came into existence and
ending on a date not more than 6 months before the annual meeting;

(b) the report of the auditor; and

(©) any further information respecting the financial position of the company and the
results of its operations required by the articles, the by-laws or any unanimous
shareholder agreement.

Article 225: Examination by shareholders

Shareholders of a company and their agents and legal representatives, upon request, may
examine the annual financial statements during the normal business hours of the company
and may make extracts free of charge.

Article 226: Approval and issuance of financial statements

The directors of a company shall approve the annual financial statements and the
approval shall be shown by the signature of one or more directors.

A company shall not issue, publish or circulate copies of the annual financial statements
unless the financial statements are approved by the directors and accompanied by the
auditor’s report.

Avrticle 227: Copies to shareholders

Not less than twenty-one (21) days before each annual general meeting of shareholders or
before the signing of a resolution in lieu of the annual general meeting, a company shall
send a copy of the financial statements and supporting documents to each shareholder,
except to a shareholder who has informed the company in writing that he does not want a
copy of those documents.

Article 228: Copies to Director

A public limited company that has issued any securities to the public that remain
outstanding and are held by more than one person shall send a copy of the financial
statement and accompanying documents to the Director of Companies.
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The statement and documents shall be sent not less than twenty-one (21) days before each
annual general meeting of shareholders or immediately after the signing of a resolution in
lieu of the annual general meeting.

Article 229: Appointment of auditor

The shareholders of a company shall appoint an auditor by ordinary resolution at the first
annual general meeting of shareholders and at each succeeding annual general meeting.

The auditor shall hold office until the close of the next annual general meeting.

If an auditor is not appointed at a general meeting of shareholders, the incumbent auditor
continues in office until a successor is appointed.

Article 230: Exemption

The shareholders of a company that has not issued any securities to the public, or that
does not have any outstanding securities held by more than one person, may adopt a
resolution not to appoint an auditor.

Article 231: Remuneration

The remuneration of an auditor may be set by ordinary resolution of the shareholders or,
if not, may be set by the board of directors.

Article 232: Removal, vacancies

The shareholders may remove the auditor from office, other than an auditor appointed by
a court, by ordinary resolution at a special general meeting. At the same meeting, the
shareholders may appoint a replacement auditor.

Whenever there is a vacancy in the office of auditor, the board of directors shall call a
special general meeting of shareholders to fill the vacancy within twenty-one (21) days
after the vacancy is created.

An auditor appointed to fill a vacancy holds office for the unexpired term of his
predecessor.

Article 233: Court appointed auditor
If a company does not have an auditor, the court, on the application of a shareholder or

the Director of Companies, may appoint and set the remuneration of an auditor who holds
office until a new auditor is appointed by the shareholders.
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Article 234: Powers and duties

An auditor of a company shall make the examination that is in his opinion necessary to
enable him to report to the shareholders on the financial statements required by this law.

On the demand of an auditor of a company, the present or former directors, officers,
employees or agents of the company shall furnish such information, explanations, and
access to books and records as the auditor deems necessary to fulfill his functions.

The auditor of a company is entitled to receive notice of every meeting of shareholders
and, at the expense of the company, to attend and be heard on matters relating to his
duties as auditor.

If a director or shareholder of a company, whether or not the shareholder is entitled to
vote at the meeting, gives written notice not less than ten (10) days before a general
meeting of shareholders to the auditor or a former auditor of the company, the auditor or
former auditor shall attend the meeting at the expense of the company and answer
questions relating to his duties as auditor.

J. Amendment of Articles of Incorporation

Article 235: Right to amend
A limited company may amend its articles of incorporation several times and at any time.

Article 236: Vote

The articles of a company shall be amended by special resolution. The holders of each
class of shares, or series of shares, are entitled to vote separately as a class or series, when
the proposal to amend the articles is for the purpose of

(1). adding, changing or removing rights, privileges, restrictions attaching to their
class or series of shares;

(2).  increasing or decreasing the maximum number of shares of their class or series of
shares;
(3). increasing the maximum number of authorized shares of a class or series that have

rights or privileges equal or superior to their shares;

(4). creating a new class of shares equal or superior to the shares of their class or
series;

(5). making any class of shares having rights or privileges less than or equal or
superior to their shares;

(6).  reduce the stated capital account of their class or series of shares.
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Even if the articles state that a certain class or series of shares are not entitled to vote, the
class or series of shares is always entitled to vote separately as a class or series, on any
amendment to the articles that would change directly or indirectly, or adversely affect any
rights, privileges, restrictions and conditions attaching to their class or series of shares.

The voting power authorized under this Article may not be abolished, decreased or
limited by the articles of incorporation or in any other fashion.

Article 237: Notice of meeting

The company shall give written notice of any general meeting to amend the articles at
least twenty days before the meeting to the shareholders entitled to vote on the
amendment. A copy of the text of the proposed amendment shall be enclosed with the
notice of the meeting.

Article 238: Nature of amendments

Amendments to the articles may:

@) Change the company's name;

(b) Increase, decrease or change the purposes, objectives, or undertakings of the
company;

(© Redistribute the number of shares in class with the changing of absolute and
relative characteristics of any class of shares;

(d) Change the dividend payable on any class of shares;

(e Increase its capital by creation new class of shares with its absolute and relative
characteristics is superior or inferior the existing class of shares;

() Decrease its stated capital by reduce the par value of any class or series of shares
or the issued shares.The stated capital may not be reduced to less than one half
(1/2) of its capital provided for in the articles. No reduction of capital shall occur
until ninety days after the amendment has been filed with the Ministry of
Commerce. If during that time there has been any objection by any creditor,
whose debt is not disputed by the company, the creditor shall be paid in full
before the reduction can take effect;

(9) Change the duration of the existence of the company;
(h) Change the Registered Office;

0] Change the quorum;
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() Add any provision, which is authorized by this law to be included in the articles.
Article 239: Filing amendments

Every document concerning any amendment of the articles shall clearly state the date on
which the amendments were approved by the shareholders and shall be at least signed by
the chairman of the board of directors or any director authorized by the chairman.

All amendments approving the amendments shall be filed with the Ministry of Commerce
no later than fifteen (15) days after the meeting at which they were approved.

Article 240: Certificate of amendment

On receipt of amendments to the articles, the Director of Companies shall issue a
certificate of amendment.

An amendment becomes effective on the date shown in the certificate of amendment of
the Ministry of Commerce, unless the amendment itself specifies a later date, which may
be no later than ninety (90) days after the date of the certificate.

K. Merger
Article 241: Authority to merge

Two or more companies may merge into one company or may consolidate to form a new
company.

The dissolving company is called "constituent company". The company that continues
the business is called the "surviving company". The legal personality of the constituent
company ceases from the date the Ministry of Commerce issues a certificate of merger to
the surviving company.

Article 242: Approval by Directors

The board of director of each company that proposes to merge shall adopt a resolution
approving an agreement for merger. Unless otherwise provided in the articles, the
resolution shall be approved by a majority of a quorum of the directors.

Article 243: Merger Agreement

The merger agreement shall state:

(@) The terms and conditions of the merger;

(b) The articles of incorporation of the surviving company;

(© The method of converting each class or series of shares of each constituent

company into shares or other securities of the surviving company;
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(d) If any share of a constituent company is not to be converted into shares, the
amount of money, rights, securities or other possessions that the holders of such
shares shall receive in the merger;

(e) Other information that the holders of each class of shares shall access before
making decision to vote for merger; and

)] Details of any arrangements necessary to perfect the merger and to provide for the
subsequent management and operation of the surviving company.

Article 244: Notice to shareholders

After its board of directors approves a resolution of merger, each constituent companies,
shareholders of surviving company shall send notice of shareholders meeting to each
shareholder entitled to vote on the merger the following information:

(@) Within thirty (30) days after the merger agreement, the board of directors of the
constituent company shall convene a shareholders general meeting to approve on
the merger;

(b) The notice shall include a copy of the merger agreement;

(© Each constituent company shall give at least twenty days notice of the meeting of
shareholders.

Avrticle 245: Vote by shareholders

Merger shall be approved by a special resolution of the shareholders at least two third
(2/3) of each constituent company.

Article 246: Votes by Class

Even if the articles of incorporation state that a certain class of shares shall not be entitled
to vote, such class of shares is always entitled to vote separately as a class on any
proposed merger which would change, either directly or indirectly, any rights, privileges,
restrictions and conditions of that class or series of shares.

The voting power authorized under this article may not be rejected or amended by the
articles of incorporation or in any other fashion.

Article 247: Filing Articles of Merger

The directors of the surviving company shall file the following documents with the
Ministry of Commerce:

@ The agreement of merger;
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(b)

(©)
(d)

Resolutions of the board of directors and shareholders of each constituent
company on the agreement of merger;

Articles of incorporation of the surviving company;

Statements by a director or officer of each constituent company that establishes,
to the satisfaction of the Director of Companies, that there are reasonable grounds
for believing that

0] each constituent company and the surviving company is able to pay its
liabilities as they become due;

(i) the realizable value of the surviving company’s assets will not be less than
the aggregate of its liabilities and stated capital of all classes;

(iii)  no creditor will be prejudiced by the merger;

(iv)  adequate written notice has been given to all known creditors of the
constituent companies and no creditor has made valid and credible
objections to the merger.

Article 248: Effect of merger

On receipt of articles of merger, the Ministry of Commerce shall issue a certificate of
merger. On the date shown in a certificate of merger

(@)

(b)

(©)

(d)

(€)

the merger of the constituent companies and their continuance as one company
become effective;

the property of each constituent company continues to be the property of the
surviving company;

the surviving company continues to be liable for the obligations of each
constituent company;

any civil, criminal or administrative matters involving any constituent company
remain effective in relation to the surviving company; and

the articles of merger are deemed to be the articles of incorporation of the
surviving company and the certificate of merger is deemed to be the certificate of
incorporation of the surviving company.

Article 249: Right to demand appraisal

Any shareholder of any constituent company in a merger may request an appraisal of the
value of his shares in the constituent company. However, in order to be entitled to have
an appraisal, the shareholder shall meet all of the following conditions:

(a)

The shareholder owned shares in one of the constituent companies before the
shareholders voted to approve the merger;
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(b) The shareholder did not vote in favor of the merger;

(© The shareholder makes a written demand to the surviving company after the
articles of merger are filed with the Ministry of Commerce; and

(d) The shareholder surrenders his shares certificate to the surviving company at the
same time he makes his demand for appraisal.

Article 250: Appraisal Procedure

When an appraisal is demanded, the surviving company and each complaining
shareholder shall, for up to ninety (90) days, negotiate in order to attempt to agree on a
fair price for the shares.

The fair price shall be determined by examining all relevant factors, but excluding any
value created by the merger itself.

The articles of incorporation of any constituent company or the agreement of merger may
provide that all appraisal disputes be decided by arbitration. Any shareholder may, at any
time before the last arbitration's

decision, abandon his claim for appraisal. In this case, he shall be entitled to receive from
the surviving company the same payment as he would otherwise have received in the
merger.

If they are unable to agree on a fair price, the competent court shall decide such price and
the complaining shareholder shall be entitled to receive that amount.

L. Dissolution and Liquidation

Article 251: Dissolution

A company that has not issued any shares may be dissolved at any time by resolution of
all the directors.

A company that has no property and no liabilities may be dissolved by special resolution
of the shareholders or, where it has issued more than one class of shares, by special
resolutions of the holders of each class whether or not they are otherwise entitled to vote.

The company shall send articles of dissolution in the prescribed form to the Director of
Companies.

On receipt of articles of dissolution, the Director of Companies shall issue a certificate of
dissolution.

The company ceases to exist on the date shown in the certificate of dissolution.
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Article 252: Proposing liquidation and dissolution

The directors may propose, or a shareholder who is entitled to vote at a general meeting
of shareholders may make a proposal for, the voluntary liquidation and dissolution of a
company.

Notice of any meeting of shareholders at which voluntary liquidation and dissolution is to
be proposed shall set out the terms for liquidation and dissolution.

A company that has property and/or liabilities may be dissolved by special resolution of
the shareholders of each class. In case the company has issued more than one class of
shares, by special resolutions of the holders of each class whether or not they are
otherwise entitled to vote, if

1) by the special resolution or resolutions the shareholders authorize the directors to
distribute any property and discharge any liabilities of the company.

@) the company has distributed any property and discharged any liabilities before it
sends articles of dissolution to the Director of Companies.

Article 253: Statement of intent to dissolve

After approval of a resolution to liquidate and dissolve, the company shall send a
statement of intent to dissolve in prescribed form to the Director of Companies.

On receipt of a statement of intent to dissolve, the Director of Companies shall issue a
certificate of intent to dissolve.

On issue of a certificate of intent to dissolve, the company shall cease to carry on
business except to the extent necessary for the liquidation, but its legal personality
continues until the Ministry of Commerce issues a certificate of dissolution.

Article 254: Notice of Intent to Dissolve

After issue of a certificate of intent to dissolve, the Director of Companies, the company

shall

@) immediately send notice of intent to resolve to each known creditor of the
company;

(b) immediately publish notice of intent to dissolve for two (2) consecutive weeks in
a newspaper published or distributed in the place where the company has its
registered office, or in other publications as provided by regulations of the
Ministry of Commerce.

Article 255: Liquidation

After issuance of a certificate of intent to dissolve, the company shall
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- collect its property,

- dispose of properties that are not to be distributed in kind to its shareholders,

- discharge all its obligations, and

- do all other acts required to liquidate its business.

After giving the notice of intent to resolve, and adequately providing for the payment or
discharge of all its obligations, the company shall distribute its remaining property, either
in money or in kind, among its shareholders according to their respective rights.

Article 256: Supervision by court

The Director of Companies or any interested person may, at any time during the
liquidation of a company, apply to a court for an order that the liquidation be continued
under the supervision of the court.

An applicant shall give the Ministry of Commerce notice of the application, and the
Director of Companies is entitled to appear and be heard in person or by counsel.

Article 257: Dissolution

After the liquidation is terminated, the company shall prepare articles of dissolution.
Articles of dissolution in prescribed form shall be sent to the Director of Companies.

On receipt of articles of dissolution, the Director of Companies shall issue a certificate of
dissolution.

The company ceases to exist on the date shown in the certificate of dissolution.
Article 258:

The dissolution and liquidation provisions shall not apply to any company that has
applied for bankruptcy to the court.

M. Director of Companies
Article 259: Appointment of Director of Companies

The Ministry of Commerce shall appoint one or more Director of Companies to carry out
the duties and exercise the powers of the Director of Companies under this law.

Article 260: Certificate of Director of Companies

Where this law requires or authorizes the Ministry of Commerce to issue a certificate or
to certify any fact, the certificate shall be signed by the Director of Companies.
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Avrticle 261: Copies

Where a notice or document is required to be sent to the Director of Companies, the
Director of Companies may accept a photocopy.

Article 262: Proof required by Director of Companies

The Director of Companies may require that a document or a fact stated in a document to
be sent to him shall be verified by affidavit.

Article 263: Regulations
The Ministry of Commerce may make regulations
@ prescribing any matter required or authorized by this law to be prescribed;

(b) requiring the payment of a fee in respect of the filing, examination or copying of
any document, or in respect of any action;

(© prescribing the contents and electronic or other forms of notices and documents
required to be sent to or issued by the Ministry of Commerce;
(d) respecting the sending or issuance of notices and documents; and

e prescribing rules with respect to exemptions permitted by this law.

Article 264: Filing of articles and dissolution plans

Articles or a dissolution plan to be sent to the Ministry of Commerce shall be signed by a
director or an officer of the company or, in the case of articles of incorporation, by an
incorporator.

After receiving the articles or plan in the prescribed form the Director of Companies shall
1) record the date of the filing,

(2) issue the appropriate certificate,

3) file the certificate and the articles or statement, photographic, electronic or other
reproduction of the certificate and of the articles or statement,

4) send the certificate and the articles or statement, photographic, electronic or other
reproduction of the certificate and of the articles or statement, to the company or
its representative, and

(5) publish a notice of the issuance of the certificate in the Gazette of the Ministry of
Commerce.

Article 265: Date of certificate

A certificate issued by the Ministry of Commerce may be dated as of the day he receives
the articles, plan or court order pursuant to which the certificate is issued or as of any
later day specified by the court or person who signed the articles or plan.
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Article 266: Certificate of compliance

The Director of Companies may furnish any person with a certificate and necessary
documents that a company has sent to the Ministry of Commerce required under this law.

Article 267: Corrections

If a certificate containing an error is issued to a company by the Director of Companies,
the directors or shareholders of the company shall, on the request of the Director of
Companies, pass the resolutions and send to him the documents required to comply with
this law. The Ministry of Commerce may, if there is a reasonable reason, demand the
surrender of the certificate and issue a corrected certificate.

A corrected certificate shall have the same date as the certificate it replaces.

If a corrected certificate materially amends the terms of the original certificate, the
Director of Companies shall immediately give notice of the correction in the Gazette of
the Ministry of Commerce.

Article 268: Inspection and copies of records

A person who has paid the prescribed fee is entitled to examine, during usual business
hours, a document sent to the Ministry of Commerce, and to make copies or extracts of
reports. This article does not apply to reports of court-ordered investigations.

The Director of Companies shall furnish any person with a copy or a certified copy of
documents covered by this article.

Where records are maintained by the Ministry of Commerce otherwise than in written
form,

@ the Ministry of Commerce shall furnish any copy required to be furnished under
this article in readable form; and

(b) a report reproduced from those records, if it is certified by the Director of
Companies, is admissible in evidence to the same extent as the original records.

Article 269: Retention of records

The Ministry of Commerce is not required to produce any document, other than a
certificate and attached articles or dissolution plan, after ten years from the date he
receives it.
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Chapter 4 — Foreign Business

General Provisions
Article 270: Foreign business defined

A foreign business is a legal person formed under the laws of a foreign country having a
place of business in, and doing business in the Kingdom of Cambodia.

Article 271: Forms

A foreign business may conduct business in the Kingdom of Cambodia in the following
forms:

(@) commercial representative office or commercial relations office, or
(b) branch,
(© subsidiary.

The commercial representative office and branch are agents of their principals and do not
have legal personality separate from their principals.

Avrticle 272: Doing business

A foreign business shall be considered to be “doing business” if the foreign business
performs any of the following acts in the Kingdom of Cambodia:

(@) Rents office or any other space for manufacturing, or processing, or performing
services for more than one month;

(b) Employs any person to work for it for more than one month;

(© Performs any other act that laws of the Kingdom of Cambodia authorized for
foreign natural and legal persons.

Article 273: Subject to local law

A foreign business doing business in any forms within the Kingdom of Cambodia shall
be subject to the laws and the jurisdiction of courts of the Kingdom of Cambodia.

A foreign business shall comply with the registration requirements of the Law on
Commercial Rules and Register.
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A Representative Office
Article 274: Authorized activities

A commercial representative office or commercial relations office may perform the
following acts in the Kingdom of Cambodia:

@ Contact customers for the purpose of introducing customers to its principal.

(b) Research commercial information and provide the information to its principal.

(©) Conduct market research.

(d) Market goods at trade fairs, and exhibit samples and goods in its office or at trade
fairs.

(e) Purchase and keep a quantity of goods for the purpose of trade fairs.

) Rent an office and employ local staff.

(9) Enter into contracts with local customers on behalf of its principal.

However, a commercial representative office or commercial relations office may not

regularly buy or sell goods, perform services, or engage in manufacturing, processing or

construction.

Article 275: Management

A commercial representative office or commercial relations office shall be managed by
one or more managers appointed and removed by its principal.

Article 276: Name
The name of the commercial representative office or commercial relations office shall be
the name of its principal. The words "Commercial Representative Office” or
“Commercial Relations Office" shall be placed above or in front of the name.
Avrticle 277: Closing representative office
A commercial representative office or commercial relations office may be closed by a
decision of its principal.
B. Branch
Article 278: Authorized activities
A branch may perform the same acts as a commercial representative office.
In addition, a branch may regularly buy and sell goods and services and engage in

manufacturing, processing and construction same as the local company except any acts
that prohibited for natural or legal person who is foreigner.
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Article 279: Liability

The assets of the branch shall be the assets of the principal. The principal shall be liable
for any obligations of the branch.

Article 280: Management

A branch shall be managed by one or more managers appointed and removed by the
decision of the principal.

Article 281: Name

The name of a branch shall be the name of its principal. The words "Branch " shall be
placed above or in front of the name.

Article 282: Closing branch
A branch may be closed by the decision of its principal.

C. Subsidiary
Article 283:

A subsidiary is a company that incorporated by the foreign company in the Kingdom of
Cambodia with at least fifty-one (51) percent of its capital that held by the foreign
company.

Article 284:

A subsidiary has legal personality separate from their principals from the date of its
registration pursuant to the Law on Commercial Rules and Register.

Article 285:
A subsidiary may be incorporated in the form of partnership or limited company.
Article 286:

A subsidiary may regularly carry on business same as the local company except for any
acts that prohibited for natural or legal person who is foreigner.

Chapter 5 — Derivative Action
Article 287:

A shareholder may bring an action or intervene in the name and right of a company. The
shareholder shall meet all of the following conditions:
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@ be a shareholder or the heir of a shareholder during the period within which
occurred the transaction of the company giving rise to the complaint;

(b) did not vote in favor of the transaction or ratify it in any other fashion;

(©) made a written demand to the board of directors for resolution of the dispute
which was not resolved by the directors;

(d) gave reasonable notice to the board of directors before submitting the matter to
the court.

After they are filed, derivative actions may not be settled without the approval of the
court.

Article 288:

Any recovery in a derivative action shall be the property of the company. If a derivative
action results in a benefit o the company, the shareholder who brought the derivative
action may apply to the court for reasonable fee.

Article 289:

Every director and officer in exercising his duties shall:
@ act honestly and in good faith with a view to the best interests of the company;

(b) exercise the care, diligence and skill that a reasonably prudent person would
exercise in comparable circumstance.

The articles or bylaws may provide that any dispute between the directors and
shareholders shall submit to arbitration.

Chapter 6 — Offences, Penalties and Remedies

Avrticle 290: False and misleading reports

A person who makes or assists in making a false or misleading report, return, notice or
other document to be sent to the Ministry of Commerce, or to any other person, is guilty
of an offence and liable to a fine from one (1) million to 10 million riels, or to
imprisonment for a term not exceeding six (6) months or to both excluding civil remedy
or criminal action mentioned in relevant laws.

Article 291: Order to comply

Where a company commits an offence, any director or officer of the company who
knowingly authorized, permitted or acquiesced in the commission of the offence is a
party to and guilty of the offence and is liable to fine as provide for in Article 290.

Article 292: Limitation period

- 185 -



A prosecution for an offence under this law may be instituted at any time within but not
later than three (3) years after the time when the subject matter of the complaint arose.

Article 293: Civil remedy not affected

No civil remedy for an act or omission is suspended or affected by reason that the act or
omission is an offence under this law.

Article 294: Registration, filing and publication

A company and a natural person who, without reasonable cause, does not comply with
the registration, filing and publication requirements of this law may be prosecuted
pursuant to articles 43 and 44 of the Law on Commercial Rules and Register as amended.

Article 295: Company books and records

A company or a natural person who violates any provision of Part 2(C) of Chapter 3,
relating to company books and records may be prosecuted pursuant to articles 43 and 44
of the Law on Commercial Rules and Register as amended.

Article 296: Financial statements to shareholders

A company that, without reasonable cause, fails to send copies of financial statements to
shareholders as required by Article 227 guilty of an offence and upon conviction is liable
to a fine from one million to 10 million riels.

Article 297: Financial statements to Director of Companies

A company that, without reasonable cause, fails to send copies of financial statements to
the Director of Companies as required by Article 228 is guilty of an offence and liable on
summary conviction to a fine from one million to 10 million riels.

Article 298: Auditor

An auditor or former auditor of a company who fails without reasonable cause to comply
with the requirement to attend shareholder general meetings as required by Article 234 is
guilty of an offence and liable on summary conviction to a fine from one million to 10
million riels or to imprisonment for a term not exceeding six (6) months or to both.

Article 299:

The Director of Companies who has committed gross negligence, careless, or failed to
comply with the regulation of the Ministry of Commerce or conspire to commit such
offense shall be liable for an administrative penalty and/or prosecution before the court of law.

Signature: NORODOM SIHAMONI
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B. Regulations Applicable to Banks
and
Financial Institutions



N° B7-97-147 Pro Kor

PRAKAS
On

Conditions for Banks and Financial Institutions

as amended by Law on Banking and Financial Institutions dated November 18,
1999 and the following Prakas: B7-06-210 dated September 13, 2006 on Amendment to
Prakas on Fee for Increase Capital of Banking and Financial Institutions, B7-05-54
dated March 10, 2005 on Loan Policies Procedures and Lending Authority B7-01-187
dated November 08, 2001 on Transfer of Shares of Banks, B7-01-186 dated November
08, 2001 on Fixed Assets of Banks, B7-00-52 dated February 17, 2000 on Controlling
Bank's Large Exposures, B7-00-47 dated February 16, 2000 on the Calculation of
Banks' Net Worth, B7-00-39 dated February 09, 2000 on Banks' Minimum Capital, B7-
00-06 dated January 11, 2000 on the Licensing of Micro-Finance Institutions, B7-00-05
dated January 11, 2000 on the Licensing of Rural Credit Specialized Bank, and B7-00-
04 dated January 10, 2000 on the Licensing of Banks.

PART I
CAPITAL

Article 1: Repealed by the following Prakas : B7-00-39 dated February 09, 2000. B7-00-
04 dated January 10, 2000. B7-00-05 dated January 11, 2000. B7-00-06 dated January 11,
2000. and B7-00-47 dated February 16, 2000.

Article 2: [Repealed by the following Prakas: B7-00-04 dated January 10, 2000, B7-00-
05 dated January 11, 2000, and B7-00-06 dated January 11, 2000]

Article 3: The registered capital of the institution can be increased or decreased on the
following conditions:

a. [Repealed by the following Prakas: B7-00-06 dated January 11, 2000, B7-
00-05 dated January 11, 2000, and B7-00-04 dated January 10, 2000]

b. [As amended by Prakas B7-06-210 dated September 13, 2006]

Banks and Financial Institutions shall seek permission from the National Bank of
Cambodia prior to the increase of capital. Each increase of capital is subject to a
processing fee of 0.03% of the increased amount.

c. [Repealed by the following Prakas: B7-00-06 dated January 11, 2000, B7-
00-05 dated January 11, 2000, and B7-00-04 dated January 10, 2000]

Article 4: [Repealed by Prakas B7-01-187 date November 08, 2001]

Article 5: [Repealed by Prakas B7-00-04 dated January 10, 2000, B7-00-05 dated
January 11, 2000, and B7-00-06 dated January 11, 2000]
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PART II
OPERATING LICENSE

Article 6: [First sentence expired] the founder of the institution shall be applying in these stages

6.1. First stage: Providing information and guidelines on conditions for the
applications, [the remaining was repealed by the following Prakas: B7-00-06
dated January 11, 2000, B7-00-05 dated January 11, 2000, and B7-00-04
dated January 10, 2000]

6.2. Second stage: Issuing of principal approval:

6.2.1. The principal approval is issued by the National Bank of Cambodia
after studying the documents and found to be correct and complete, to enable
the transfer of capital to National Bank of Cambodia for setting up a bank
premises and preparing for the commencement of operation stated on the
principle approval.

6.2.2. In case that the institution can not be in operation at the assigned date
as in the principle approval, it shall be fine 5,000,000 riels (five million riels)
per day for a period of 30 days. If still unable to operate the principle license
shall be repealed.

6.3. Third stage: Issuing an Operating License:

6.3.1. This operating license is issued institution by the National Bank of
Cambodia after examining that all conditions in the principle approval and
requirement documents are fully complied.

6.3.2. and 6.3.3 [Repealed by the following Prakas: B7-00-06 dated January
11, 2000, B7-00-05 dated January 11, 2000, and B7-00-04 dated January
10, 2000]

6.3.4. The operating license can be renewed when the institution has fulfilled
all formalities all formalities or any document that concerns the validity and
legalize.

If the institution can not conform to all these conditions, it shall be
fined 1,000,000 riels (one million riels) per day effective from the last valid
date of the relevant operating license until renewal date is granted.

Article7: [Repealed by the following Prakas: B7-00-06 dated January 11, 2000, B7-00-05
dated January 11, 2000, and B7-00-04 dated January 10, 2000]

PART Il

CREDIT AND PARTICIPATION
OPERATIONS

Article 8: [Repealed by Law on Banking and Financial Institutions dated November 18,
1999 and the following Prakas: B7-05-54 dated March 10, 2005 and B7-00-52 dated
February 17, 2000]
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PART IV
FIXED ASSETS
Article 9, 10, and 11: [Repealed by Prakas B7-01-186 dated November 08, 2001]

Article 12

General Directors, Internal Audit, Cabinet, all National Bank of Cambodia departments
and all commercial banks and financial institutions under the supervision of the National
Bank of Cambodia shall strictly implement this Prakas.

Article 13
This Prakas shall be effective from the date of signing.

Phnom Penh, December 29, 1997
The Governor
Signed: Thor Peng Leath
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N° B7.04-205 Pro kor

PRAKAS
On

License Fees for Banks and Financial Institutions

Article 1:

To set fees for licenses of Banks and Financial Institutions, and the Representative
Offices of the foreign banks in the following articles.

Article 2:

Banks and Financial Institutions, and the Representative Offices of foreign banks shall
pay annual license fees to the National Bank of Cambodia as follows:

A- Commercial Banks:

1- Head office : KHR 70 million

2- From 1-7 provincial and city branches : KHR 56 million each
3- From the eighth provincial and city branch upwards : KHR 20 million each
4- Branches in districts : KHR 1 million each

B- Specialized Banks:

1- Head office : KHR10 million
2- From 1-7 provincial and city branches : KHR 8 million each
3- From the eighth branch upwards : KHR 5 million each
C- Head office of licensed MFlIs : KHR 1 million.
D- Representative offices : KHR70 million

Article 3.-

Banks and Financial Institutions, and the Representative Offices of the foreign bank
established during the year, shall pay license fees as follows:

- In the first quarter : license fee in full
- In the second quarter : % of license fee
- In the third quarter : half of license fee
- In the fourth quarter : Y4 of license fee
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Article 4.-

The Direction General, the Secretariat General, the Inspection General, the
Cashier General, all Departments of the National Bank of Cambodia, and all Banks and
Financial Institutions, and the Representative Offices of foreign banks under the National
Banks of Cambodia's supervisory authority shall strictly implement this Prakas.
Article 5.-

Other previous provisions contrary to this Prakas are hereby repealed.

Article 6.-
This Prakas shall have effect from the signing date.

Phnom Penh, 29 December, 2004
The Governor
Signed and sealed: Chea Chanto
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Neo B7-02-206 Pro kor

PRAKAS
On

Standardized Procedure for Identification of Money Laundering
at the Banking and Financial Institutions

e iteDICei

Article 1

To issue a standardized procedure to assist all banks and financial institutions licensed by
the National Bank of Cambodia hereafter referred to as financial institutions in self-
monitoring for potential client money laundering and for the identification of money
laundering.

Article 2
All financial institutions must develop, administer, and maintain a policy that ensures and
monitors an effective action against money laundering compliant with the present prakas.
A financial institution’s internal compliance policy must be written, approved by the board
of directors, and noted as such in the board meeting minutes. The policy must include:

e A system of internal controls to ensure ongoing compliance.
Independent testing of compliance.
Daily coordination and monitoring of compliance by a designated person.
Training of personnel.

Article 3

Financial institutions shall pay attention to customers' identification. Opening anonymous
accounts shall be prohibited. Opening accounts for non-active companies shall be restricted
and submitted to precise and permanent identification of shareholders. Unless customers
have been known for years, financial institutions shall base identification of customers on
official documents.

Article 4

To ensure an effective system of internal controls, a financial institution shall establish a
comprehensive policy and set of controls, including account opening, monitoring, and
currency reporting procedures and the senior management must be kept informed.

Article 5
The financial institution’s internal or external auditors must be able to:
2. Attest to the overall integrity and effectiveness of management systems and
controls, and prakas technical compliance.
3. Test transactions in all areas of the financial institution with emphasis on high-
risk areas, products, and services.
4. Assess adequacy of the financial institution’s process for identifying suspicious
activity.

-192 -



Article 6

The financial institutions are required to maintain records for a period of ten years for each
transaction in currency of more than KHR 40,000,000 or equivalent. Multiple currency
transactions must be treated as a single transaction if they are conducted for the interest of
the same person.

Article 7

All financial institutions are required to submit promptly to the NBC for any suspicious
transaction relevant to a possible violation of law or regulation. Informing customers for
the issuance of a Suspicious Activity Report (SAR) shall be strictly prohibited.

Article 8

Financial institutions must ensure that appropriate personnel including senior management
are trained in all aspects of the regulatory requirements of the present prakas and internal
anti-money laundering policies and procedures. Individual work contracts and financial
institutions internal regulations shall be amended so as to ensure special protection for
employees reporting to NBC following the present prakas.

Article 9

Failure to comply with any of the provisions included in the present prakas shall make the
financial institutions subject to sanctions and penalties as per article 52 and 55 of the law
on banking and financial institutions.

Article 10

The General Direction, the General Secretariat, the General Cashier, the General
Inspection, all Departments of the National Bank of Cambodia, and all Banking and
Financial Institutions under the NBC’s supervisory authority shall implement this Prakas.

Article 11
The present prakas shall have effect from the signing date

Phnom Penh, October 21, 2002
The Governor
Signed and Sealed: Chea Chanto
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Ne B7-03-02 CL

CIRCULAR
On

Suspicious Transactions and Know Your Customer Policies

- With reference to the Prakas No B7.02-206 Pro kor dated 21/10/2002 on
standardized Procedure for Identification of Money Laundering at the Banking
and Financial Institution

I- SUSPICIOUS TRANSACTIONS
1. General Comments

The list of suspicious transactions situations given below is intended mainly as a
means of highlighting the basic ways in which money may be laundered. While each
individual situation may not be sufficient to suggest that money laundering is taking place,
a combination of such situations may be indicative of such a transaction. Further, the list is
by no means complete, and will require constant updating and adaptation to changing
circumstances and new methods of laundering money. The list is intended solely as an aid,
and must not be applied as a routine instrument in place of common sense.

A customer's declarations regarding the background of such transactions should be
checked for plausibility. Not every explanation offered by the customer can be accepted
without scrutiny.

It is justifiable to suspect any customer who is reluctant to provide normal
information and documents required routinely by the banking and financial institution in
the course of the business relationship. Banking and financial institution should pay
attention to customers who provide minimal, false or misleading information or, When
applying to open an account, provide information that is difficult or expensive for the
banking and financial institution to verify.

2. Transactions Which Do Not Make Economic Sense

a) A customer-relationship with the banking and financial institution that does not
appear to make economic sense, for example, a customer having a large number
of accounts with same banking and financial institution, frequent transfers
between different accounts or exaggeratedly high liquidity.

b) Transactions in which assets are withdrawn immediately after being deposited,
unless the customer's business activities furnish a plausible reason for immediate
withdrawal;

c) Transactions that cannot be reconciled with the usual activities of the customer,
for example, the use of Letters of Credit and other methods of trade finance to
move money between countries where such trade is not consistent with the
customer's usual business;

d) Transactions which, without plausible reason, result in the intensive use of what
was previously a relatively inactive account, such as a customer's account which
shows virtually no normal personal or business related activities but is used to
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receive or disburse unusually large sums which have no obvious purpose or
relationship to the customer and/or his business;

e) Provision of personal guarantees or indemnities as collateral for loans between
third parties that are not in conformity with market conditions;

f) Unexpected repayment of an overdue credit without any plausible explanation;
g) Back-to-back loans without any identifiable and legally admissible purpose.
3. Transactions Involving Large Amounts of Cash

a) Exchanging an unusually large amount of small-denominated notes for those of
higher denomination;

b) Frequent withdrawal of large amounts that do not appear to be justified by the
customer's business activity;

c) Large cash withdrawals from a previously dormant/inactive account, or from an
account which has just received an unexpected large credit from abroad;

d) Banking and financial institution transactions, both deposits and withdrawals, that
are denominated by unusually large amounts of cash, rather than by way of debits
and credits normally associated with the normal commercial operations of the
company, e.g. letters of credit, bills of exchange, etc;

e) Depositing cash by means of numerous credit slips by a customer such that the
amount of each deposit is not substantial, but the total of which is substantial;

f) The deposit of unusually large amounts of cash by a customer to cover requests
for money transfers or other negotiable and readily marketable money
instruments;

g) Customers whose deposits contain counterfeit notes or forged instruments;

h) Customers who together, and simultaneously, use separate tellers to conduct large
cash transactions.

4. Transactions Involving Deposit Accounts

a) Matching of payments out with credits paid in by cash on the same or previous
day;

b) Paying in large third party cheques endorsed in favor of the customer;

c) Substantial increases in deposits of cash or negotiable instruments by a
professional firm or banking and financial institution, using client accounts or in-

house banking and financial institution or trust accounts, especially if the deposits
are promptly transferred between other client company and trust accounts;

d) High velocity of funds through an account, i.e., low beginning and ending daily
balances, which do not reflect the large volume of funds flowing through an
account;

e) Multiple depositors using a single deposit account;

f) An account opened in the name of a moneychanger that receives structured
deposits;

g) An account operated in the name of an offshore company with structured
movement of funds.
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5. Transactions Involving Transfers Abroad

a) Large and regular payments that cannot be clearly identified as bona fide
transactions, from and to countries associated with (i) the production, processing
or marketing of narcotics or other illegal drugs or (ii) criminal conduct;

b) Substantial increase in cash deposits by a customer without apparent cause,
especially if such deposits are subsequently transferred within a short period out
of the account and/or to a destination not normally associated with the customer;

c) Building up large balances, not consistent with the known turnover of the
customer's business, and subsequent transfer to account(s) held overseas;

d) Cash payments remitted to a single account by a large number of different
persons without an adequate explanation.

6. Miscellaneous Transactions

a) Provision of collateral by way of pledge or guarantee without any discernible
plausible reason by third parties unknown to the banking and financial institution
and who have no identifiable close relationship with the customer;

b) Transfer of money to another bank without indication of the beneficiary;

¢) Customers who wish to maintain a number of trustee or clients' accounts that do
not appear consistent with their type of business, including transactions that
involve nominee names.

11-Know Your Customer (KYC) Policies

In 1999, the Basel Committee identified deficiencies in a large number of countries'
know your-customer (K'YC) policies.

Sound KYC policies are essential for protecting the safety and the soundness of
banks and integrity of banking systems; they must be seen as a critical element in the
effective management of banking risks. KYC safeguards go beyond simple account
opening and record keeping and require banks to formulate a customer acceptance policy
that involves more extensive due diligence for higher risks accounts and includes proactive

account monitoring for suspicious activities.

The inadequacy or absence of KYC standards can subject banks to serious
customer and counterparty risks, especially reputation, operational, legal and concentration
risks.

Sound KYC policies encompass four major elements.

1 — Customer acceptance policy

Banks should develop clear customer acceptance policies, including a description
of type customers who pose a higher than average risk to a bank. For preparing such
policy, banks must take into account different factors, such as country of origin, public or
high profile position, linked accounts, business activities...

According to the risks, the account opening policy must be different. For instance,
for a working individual with a small accounts balance, basic account-opening
requirements will be demanded. But, for an individual, with a high net worth, whose
source of funds is unclear, quite extensive diligence is essential. Decision to enter into
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business relationships with higher risk customers, such as politically exposed people
should be taken exclusively at senior management level.

2 — Customer identification

For KYC policy, a customer includes:
e The person or entity that maintains an account with the bank.
e The beneficiaries of transactions conducted by professional
intermediaries.
e Any person or entity connected with a financial transaction who can
pose a significant risk to the bank.

A/ General Identification requirements

Banks need to obtain all information necessary to establish the identity of each new
customer and the purpose and intended nature of the business relationship. Whatever is
customer acceptance policy, the minimum requirements for opening an account are the
following:

e To get a copy of the ID card or passport
- Proof of the address (recent electricity, water or phone bill for instance)
- Proof of the income.
- For relationship with higher risk, customer acceptance policy must require more
information, as (list not limitative).

- For existing companies, information on the previous banker, name of the major
customers and suppliers, recent and precise data on the level of activity.

- For new companies, the customer must give a file describing its project: market,
level of activity, main customers and suppliers.

B/ Politically exposed persons

Relationships with individual holding important public positions (called politically
exposed persons) and with persons or companies related to them expose banks to
significant reputational and legal risks.

These persons prominent public functions, including heads of government, senior
politicians, senior government, judicial or military officials, senior executives in State
companies, important political party officials....

Before opening an account to these persons, banks should investigate the source of funds;
the decision should be only taken at a senior management level.

3- On-going monitoring of accounts and transactions

On-going monitoring is an essential aspect of effective KYC procedures. Banks can
only effectively control and reduce their risks if they have an understanding of normal and
reasonable account activity of their customers. If so, they have means of identifying
transactions which fall outside the regular pattern of an account’s activity.

Banks should ensure that they have adequate management information systems to provide
managers with timely information needed to identify, analyse and monitor high risks
customers' accounts.
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Banks should develop a clear policy and internal guidelines, procedures and control and
remain especially vigilant regarding business relationship with politically exposed persons.
A regular review of the most important customers must be periodically done in order to
identify new politically exposed persons.

4- Risk management

The Board of directors should be fully committed to an effective KYC policy by
establishing appropriate procedures and ensuring their effectiveness.

The channels for reporting suspicious transactions should be clearly specified in
writing notes and communicated to all personnel.

Bank internal audit and compliance functions have important responsibilities in
evaluating and ensuring adherence to KYC policies. This department must provide an
independent evaluation of the bank’s policies; it must monitor staff performance through
sample testing of compliance and alert Board of directors if it believes management is
failing to set-up KYC procedures in a responsible manner.

All banks must have an ongoing employee-training program, so that bank staff is
well trained in KYC procedures. New staft should be educated in the importance of KYC
policies and the basic requirements at the bank. Front-office staff members who deal
directly with the customers should be trained to verify the identity of new customers, to
exercise due diligence in handling accounts of existing customers on on-going basis and to
detect patterns of suspicious activity.

Phnom Penh, October 04, 2003
Bank Supervision department

Signed: Phan Ho & Neav Chanthana
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Ne B7-04-038 Pro kor

PRAKAS
On

Requirements in Compliance with Fact and Substance

o2 eDECeI=

Article 1

In order for banks to give a true and fair view of financial statements and disclosure
requirement in consistency with Accounting Principles of International Accounting
Standards (IAS) and Cambodian Accounting Standards (CAS), bank must apply the
principle of substance over form and interest accounting.

Article 2

The information presented in the financial statement must "reflect the economic substance
of events and transaction and not merely the legal form"; it means that accounting must
prioritize substance over the form.

Article 3

Generally, banks do not have to use accounting for hiding some transaction, by using a
form complying with regulation and law, whereas substance of transaction is not
complying with these laws and regulations.

Particularly, some affected transactions are under the form of long term prepaid lease
agreements or purchases fixed assets, but which are in substance means for owners to
extract bank capital.

Article 4
In case that NBC discover a transaction where accounting does not reflect the economic

substance, but just a formal law or requirement, it will be demanded to reclassify this
transaction under its real substance.

Article 5

In case the form allows extracting capital by shareholders, to increase profits -or assets or
decrease losses -or liabilities, the amount of that transaction will be deducted from equity
and net worth, and, if necessary, the bank will have to be recapitalized.

Article 6

Without prejudice of article 6, in this case NBC may take sanctions according to article 33
of the Law on the Organization and Conduct of The National Bank of Cambodia and
article 52 of the law on Banking and Financial Institutions.

Article 7

The banks expenses and income accounting must comply with CAS that is the same for
IAS. Interest accounting defines as follows:
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- Revenue is recognized when it is probable that future economic benefits will
flow to the enterprise and these benefits can be measured reliability;

- Interest should be recognized on a time proportion basis that takes into account
the effective yield of the asset;

- Recognition of interest revenue and expense is essential in determining the
profitability of a bank;

- Interest revenue is recognized on an accrual basis, except in the case of non-
performing and non-restructured loans.

Article 8

To provide a high-level information quality, commercial banks must record on a daily
basis:
- Interest paid and received by/from customers, banks and all other debtors and
creditors.
- Amortization of fixed assets and other assets if necessary.

Article 9

The General Direction, the General Secretariat, the General Inspection, the General
Cashier, all Departments of the National Bank of Cambodia, and all Banking and Financial
Institutions under of the National Bank of Cambodia's supervisory authority shall strictly
implement this Prakas.

Article 10
This Prakas shall have effect from the signing date.

Phnom Penh, March 09, 2004

The Governor
Signed and Sealed: Chea Chanto
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Ne B7-05-02 CIR

CIRCULAR
On

Requirements for Bank and Financial Institutions to have a System of
Checks and Balances

This circular gives guidance on the need for bank and financial institutions to have a
system of checks and balances in its accounting system so that the accuracy of accounting
records can be enhanced and errors promptly highlighted and corrected. A system of
checks and balances forms part of the overall internal control system of a bank and
minimizes operational risks in banking operations. As a minimum standard, each bank
should ensure that the following areas form part of its system of checks and balances.

Segregation of staff duties

Banks should not allow a single staff to perform all aspects of a banking operation. For
instance, the same staff should not recommend, approve, analyze, disburse, record and
control collateral in a loan operation; the staff in charge of computer operations should not
also perform program development or program modifications; the cashier who accepts
cash deposits for lodgment into customers’ accounts should not also be responsible for the
general ledger. In general, the functions of recording, custody and authorization should be
kept separate for any specified banking operation.

Banks should avoid conflict of interest situations when assigning tasks to staff to ensure a
proper system of checks and balances.

Accounting Entries and Records

Where journal entries are raised manually, they should be properly authorized by a bank
officer. The bank officer should sign on the accounting voucher as evidence of
authorization before it can be posted to the general ledger. In a computerized environment,
the authorization is usually done on a computer monitor on - line. However, the access and
authorization rights of staff are maintained in a computer file and this should be properly
reviewed by management in respect of data entry, authorization and modification.

Dormant or Inactive Accounts

Banks should segregate dormant and inactive accounts from active accounts to have better
control over these accounts. An account is normally considered dormant if there is no
activity for over 12 months. Special attention should be paid to dormant accounts of
demand and savings accounts of customers. A check and balance system would require
specific authorization from a senior bank officer if there was a sudden account activity in
the dormant account.

Banks should transfer credit balances of customer accounts which have been dormant for
10 consecutive years to the National Bank of Cambodia for administration in accordance
with article 71 of the Law on Banking and Financial Institutions.

Monthly Balancing of Subsidiary Accounts
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Banks should periodically agree the subsidiary records and accounts to the control
accounts and general ledger. This should be done not less than once a month.

Physical Count of Assets

Banks should have written procedures to periodically count physical assets to agree with
the control accounts and general ledger. The following states the minimum frequency of
counting.

Physical assets Frequency

Cash in vault and on hand Monthly
Securities Monthly
Certificates of deposits Monthly
Collateral Semi - Annually
Bills Receivable Quarterly
Usance Bills Quarterly
Letters of Credit Outstanding Semi - Annually
Guarantees Semi - Annually
Properties Semi - Annually
Fixed assets Semi - Annually

Bank Reconciliation

Banks should ensure that reconciliations are carried out for all nostro accounts, at least
once a month. Open items should be properly investigated and followed to their proper
conclusion. Bank reconciliations should also be reviewed by a bank officer who should
approve them.

Suspense Accounts

Items recorded in suspense accounts should be promptly investigated and properly
transferred to the proper chart of accounts number. Suspense items should not be carried
forward for more than a few days. Bank management should write off items in suspense if
they cannot be recovered. This account is not to be used when a proper chart of account
number exists to record the transaction.

Backup procedures and Disaster Recovery Procedures

Banks should have written procedures concerning backup of accounting records, customer
records, computer tapes and disks, collateral register and other documents of value. Among
the items to consider are such issues as frequency of backup, off-site location, media of
backup and procedures. Banks should have written procedures on disaster recovery and
business resumption plans.

Backup procedures and disaster recovery procedures should be tested at least once a year.
Proper documentation should be kept.
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Internal Audit

Banks should set up an internal audit department. The internal auditor should report to the
highest management level practicable and be independent of operating functions to
maintain independence and efficacy.

Banks are reminded of Prakas B7.00-04 on the Licensing of Banks, Article (1) on Internal
Audit.

Phnom Penh, January 25, 2005
Bank Supervision Department
Signed: Mr. Phan Ho & Mr. Kim Vada
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Ne B7-05-001 CL

CIRCULAR
On

The Selections of Independent Auditors by Banks and Financial
Institutions

1- All banks and financial institutions must select an independent auditor authorized by
the National Bank of Cambodia to audit their annual financial report.

2- All banks and financial institutions must notify the name of the selected independent
auditors to the National Bank of Cambodia before December 31% of each calendar
year.

3- Banks and financial institutions must change their independent auditors every three
year.

4- The National Bank of Cambodia reserves the right to reject the independent auditors
advised by banks and financial institutions with no reasons.

This circular shall have effect from the signing date.

Phnom Penh June 15, 2005
THE DIRECTOR GENERAL

Signed and Sealed: TAL NAY IM
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Ne B7-02-203 Pro Kor

PRAKAS
On

Standardized Procedure for Prompt Corrective Action for Banking
and Financial Institutions

e eDRCe =

as amended by Prakas B7-05-212 dated November 29, 2005 on Amendment of
Prakas Standardized Procedure for Prompt Corrective Action for Banking and
Financial Institutions, and by Prakas B7-07-133, dated August 27, 2007 on
Microfinance Institution’s Solvency Ratio.

Article 1

To issue formal procedure for prompt corrective action (PCA) of the banking and financial
institutions licensed by the National Bank of Cambodia, hereafter referred to as financial
institutions by pre-establishing practice formalities of financial institutions and to
implement oversights with uniformity and fairness.

Article 2
1. “Prompt corrective action” is a prescribed set of disciplinary sanctions and
limitations applicable to financial institutions in accordance to the Law on Banking
and Financial Institutions.

2. [As amended by Prakas B7-07-133 dated August 27, 2007 On
Microfinance Institution’s Solvency Ratio]

“Solvency ratio” refers to the calculation of capital adequacy stipulated in
Prakas B7.00-46 relating to the Banks' Solvency ratio and Prakas B7-07-133 on
Microfinance Institution’s Solvency Ratio.

3. “Capital Restoration Plan” is a formal plan signed by a financial
institution’s Board of Directors and submitted to the National Bank of Cambodia. Such
a plan details the actions, strategies and commitments the Board will undertake to
attain capital adequacy as defined by the solvency ratio. Such a plan includes numerical
financial goals and stipulates timetables and deadlines for attaining said benchmarks.

4. “Provisional Administrator” is a person appointed by the National Bank of
Cambodia following art. 57 of the law on banking and financial institutions (LBFI) to
manage direct and represent the financial institution. His duty (art. 59 of LBFI) is to
assess the financial situation and administer the current activities in order to preserve as
far as possible the covered entity's solvency and maintain the rights of depositors and
creditors.

5.“Capital Call Meeting” is a formal meeting called by NBC, where financial
institution directors are notified of a material capital deficiency at their financial
institution and given a specified time period to provide a specific capital Injection
amount.

Article 3 [as amended by Prakas B7-05-212 dated November 29, 2005]
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Under the prompt corrective action procedures, the financial institutions will be
categorized based on their solvency ratio, as previously defined in Prakas on Solvency
ratio of Banks. A financial institution is classified as:

a. Well-Capitalized when its solvency ratio equals or exceeds 20 per cent.

b. Adequately Capitalized when its solvency ratio equals or exceeds 15 percent,
but is less than 20 per cent

c. Undercapitalized when its solvency ratio equals or exceeds 10 per cent, but is
less than 15 percent

d. Significantly Undercapitalized when its solvency ratio equals or exceeds 5
per cent., but is less than 10 per cent.

e. Critically Undercapitalized when its solvency ratio is less than 5 per cent.

Article 4

When a financial institution becomes undercapitalized, it must prepare and submit a
Capital Restoration Plan (CRP) to the NBC within 30 days after it became
undercapitalized. The NBC will notify the financial institution in writing of the CRP's
acceptability within 30 days of receipt or any delay and the reason for the delay.

Article 5

An acceptable CRP must indicate the possibility of capital restoration and must include the
following:

a. Current balance sheets and budgets, long-term budgets, a strategic plan,
market analysis based on realistic assumptions, and any other relevant
information.

b. Means to raise capital that must address:

- The steps the financial institution will take to become adequately
capitalized.
- The levels of capital to be attained during each quarter of each year of the plan.

- The types and levels of activities in which the financial institution will
engage.

- Any other information the NBC may require.

Article 6

In addition to the preparation and submission of the CRP to the NBC, the influential
shareholders must submit a written guarantee that the financial institution will comply with
the CRP. The guarantee must include the financial commitment of the influential
shareholders in the implementation of the CRP. In addition, the guarantee must include the
assurances that the owner will:

a. Take actions required by the CRP.
b. Ensure the selection of new competent management.
c. Restrict transactions between the financial institution and the owner.

d. Discontinue any risky or 