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Key Project Data
Camb... Module 3 QIP

Region Line Type Tax Components Key Incentive
Target country for solar Module assembly line — Import duty, VAT (10%),and  Qualified Investment Project
module manufacturing input materials focus (glass,  special tax — each assessed status — 0% duty and VAT
investment analysis EVA, backsheet, cells, independently deferral available
frames)

[ Scale: Solar module manufacturing (input materials focus) - Investment: Not specified (focus on operational cost
structure) - Ramp-up: Not specified - Region: Cambodia- Source: PVKnowHow / Jv.G. Technology GmbH



The Problem: Miscalculation of Landed Costs

Common Errors in Cost Planning

Landed cost calculated as CIF price only — taxes excluded
VAT treated as a sunk cost rather than a cash flow item

Import duty rates assumed uniform across all module
components

QIP eligibility overlooked or applied incorrectly during project
setup

Consequences

Significant underestimation of working capital

requirements

Incorrect module cost base used in pricing

models

Tax arrears and penalties from misclassification
of HS codes

Lost incentive benefits that cannot be
retroactively claimed



Why the Tax Framework Is Critical

Cost Competitiveness Investor Due Diligence

o Import taxes directly affect the ex- o Tax framework must be modeled
works cost of each module before committing to factory
produced location

e Small duty rate errors compound o QIP status timelines affect project
across millions of units annually launch and first production dates

e Correcttax planningisa » Banking and financing partners
prerequisite for viable project require accurate cost structures
economics

Cash Flow Planning
o VAT is paid upfront atimport and recovered through filing — timing matters
o Delaysin VAT refund can create significant liquidity pressure

o Duty costs are generally non-recoverable without QIP status

Regulatory Compliance

Misclassified goods subject to
retroactive duty assessments

Customs authority audits are
routine in manufacturing zones

Proper documentation is mandatory
for QIP and VAT exemptions



Import Tax Components: Structure Overview

1 1 — Customs Import Duty (CD)
Levied on CIF value at the border; rate varies by HS code classification

Applied before VAT is calculated — base for cascading tax assessment

2 2 — Value Added Tax (VAT)
Standard rate: 10% — applied on CIF + duty combined value

Paid at import; recoverable through VAT credit system for registered manufacturers

3 3 — Special Tax (ST)
Applies selectively to specific product categories — not universally applicable to solar inputs

Must be verified per HS code; generally 0% for module manufacturing materials

4 4 — Additional Levies
Public Lighting Tax (PLT) and other minor charges may apply to certain goods

Advance Tax on imports is a prepayment of income tax — credited against annual liability



Tariff Ranges for Key Module Materials

Material
Solar cells (unassembled)
Tempered glass (low-iron)

EVA encapsulant film

Backsheet (composite film)

Aluminium frame profiles
Junction boxes

Ribbon / tabbing wire

HS Code (indicative)
854142
700719

3920.10

392190

7604.29
853710

741011

Duty Rate (standard)
0-5%
7-15%

5-1%

5-10%

7-15%
5-10%

0-5%

Notes
Rate depends on cell type and origin
One of the highest-duty input materials

Confirm sub-heading for solar-grade
EVA

Multi-layer films — exact rate depends on
composition

Significant cost exposure at scale
Classification varies by connector design

Copper-based; verify solder-coated sub-
heading

/\ Rates shown are indicative ranges. Actual duties must be confirmed with Cambodian customs authority (GDCE) or a licensed customs broker.
Rates change and HS reclassification risk exists.



Cost Impact on Module Pricing

Direct Cost Effect

Total import tax burden (duty + VAT) can represent 15-
25% of CIF input cost without QIP

Glass and aluminium frame — the two highest-duty

inputs — are also among the heaviest by weight

Effective module cost base is materially different with
vs. without QIP

At scale (50-100 MW/yr), duty savings from QIP can
reach seven figures annually

Structural Considerations

e VAT paid atimport is technically recoverable — but

timing of recovery affects margins

e Duty on capital equipment (laminators, stringers,

testers) is a separate but significant cost element

e A proven turnkey manufacturing concept must

integrate tax planning into the total project cost model

e Landed cost benchmarking against alternative

production countries is essential



QIP Status: Overview

What Is QIP?

Qualified Investment Project —
Cambodia's principal investment
incentive mechanism

Administered by the Council for
the Development of Cambodia
(CDC)

Available to eligible
manufacturing and export-
oriented projects

Solar module manufacturing
typically qualifies under
manufacturing/export
categories

Application Process

Application submitted to CDC
prior to commencing investment
activities

Minimum investment thresholds
apply — determined per project
type

Registration certificate issued
upon approval — mandatory
before benefits activate

Timeline: typically 3-6 months
from submission to registration
certificate

Eligibility Considerations

Project must meet sector
criteria, capital thresholds, and
local employment targets

Approved investment list defines
which machinery and inputs
qualify for 0% duty

Annual compliance reporting
required to maintain QIP status
and benefits

Retroactive QIP registration is
generally not possible — early
application is critical



QIP Benefits: 0% Import Duty

Production Inputs

0% import duty on raw materials
and inputs used in the production
process

Applies to approved list of
materials — must match
registered production scope

Covers solar cells, encapsulants,
backsheets, junction boxes, and
related components

Capital Equipment

0% duty on production machinery,
equipment, and construction
materials

Laminators, solar stringers,
testing equipment, and
automation systems qualify
Equipment must be imported
within the approved investment
implementation period

Tax Holiday

Profit tax holiday: typically 3-9
years depending on project zone
and type

Priority sector classification may
extend the tax holiday period

Dividend withholding tax
exemptions may also apply during
the incentive period

© QIP duty exemption on production inputs and capital equipment represents the single largest tax saving mechanism

available to solar module manufacturers in Cambodia.



VAT System: 10% Standard Rate

How VAT Applies at Import

VAT assessed at 10% on the combined CIF + import
duty value

Payable to customs at point of entry — not deferred
automatically

VAT-registered manufacturers may reclaim input VAT
through monthly filings

Registration with the General Department of Taxation

(GDT) is mandatory to access the credit mechanism

VAT Credit & Recovery

Input VAT paid on imports is offset against output VAT
on domestic sales

Net VAT liability (or refund) determined monthly or
quarterly

Exporters may apply for VAT refund — supported by
export documentation

Refund processing timelines vary — typically 3-6
months in practice



VAT Cash Flow Impact

1 2 3

Upfront Payment Credit Accumulation Recovery Lag

VAT paid at customs clearance — Input VAT accumulates as credits in Time between payment and
immediately increases working monthly filings — particularly large in credit/refund creates a funding gap
capital requirement on each import high-import, low-domestic-sales — must be factored into working
shipment phases (ramp-up) capital and financing structures

/N During factory ramp-up, when imports are high and domestic sales are limited, VAT cash flow exposure can be
substantial. An experienced European turnkey provider structures project timelines to mitigate this exposure.



Export vs. Domestic VAT Handling

Criterion

Output VAT rate

Input VAT recovery

Net VAT position
Documentation required
Refund processing

Risk area

Domestic Sales

10% charged to buyer

Offset against output VAT
Typically balanced or payable
Tax invoices, sales records
Not applicable

Underreporting of output VAT

Export Sales

0% (zero-rated)

Refund claim to GDT

Typically refund position

Export declaration, customs records, invoice
3-6 months (indicative)

Incomplete export documentation delaying
refund

(@ Export-oriented manufacturers operate in a structural refund position — input VAT on all imported materials is recoverable, but

documentation discipline is essential.



Risks & Planning Requirements

HS Code Classification
Risk

Incorrect classification leads to
wrong duty rate applied —
creating arrears and penalties
Pre-import binding rulings
from GDCE should be sought
for high-value materials

Multi-component goods (e.g.
junction boxes with cables)
require careful classification

review

QIP Timing & Compliance
Risk

Benefits only apply after
registration — retrospective
application is not accepted

Annual reporting failures can
result in suspension or
cancellation of QIP status

Imports outside the approved
materials list will be assessed
at standard duty rates

VAT Refund & Liquidity
Risk

Delayed GDT refunds create
unplanned financing needs —

budget accordingly

Incomplete or inconsistent
documentation is the primary
cause of refund delays

Exporters should maintain a
dedicated VAT documentation
and filing protocol from day

one



FAQ Highlights: HS Codes, Timelines & Tax Treatment

Q: Which HS code applies to
finished solar modules?

854140 covers photovoltaic cells
assembled into modules or panels.
Finished modules typically attract a
lower duty rate than individual
components such as glass or
aluminium frames.

Q: How long does QIP
registration take?

Typically 3-6 months from submission
to CDC. Project timelines must
account for this period — no duty
exemption applies to imports made
before the registration certificate is
issued.

Q: Can duties be deferred rather than exempted under QIP?

Q: Is VAT always 10% on all
inputs?

Yes — the standard VAT rate in
Cambodia is 10% and applies uniformly
to taxable imports. There is no reduced
rate for solar inputs. Zero-rating
applies only to exports, not to
domestic inputs.

QIP provides full exemption (0%) on approved inputs — not deferral. Deferral mechanisms exist under other schemes but are less

advantageous than the full QIP exemption for qualifying projects.



Strategic Conclusion

Model Before You Commit

The full tax framework — duty, VAT,
QIP eligibility, and VAT cash flow
timing — must be modeled at project
feasibility stage, not after site

selection

2

QIP Is the Priority Lever

QIP registration is the single most
impactful tax planning action available
— it must be initiated early and
managed as a compliance obligation
throughout the project lifecycle

3

Documentation Is Operational

VAT recovery and duty exemption
compliance are not administrative
afterthoughts — they require
systematic documentation processes
integrated into daily factory
operations from day one

[J A proven turnkey manufacturing concept for Cambodia integrates tax structure planning alongside equipment
selection, factory layout, and production ramp-up — reducing the financial risk profile of the overall investment.
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