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“Income Tax Act, 2058 (2002)

Date of Authentication and the Publication

2058-12-29-2 (18 April, 2002)

An Act Made to Amend and Consolidate the Law relaig

to Income Tax

Preamble: Whereas, it is expedient to make timely the lalating to income
taxby amending and consolidating it in order thamce revenue mobilization
by making the process of collecting revenue efiectior the economic

development of the country;

Now, therefore, be it enacted by Parliament infits¢ year of reign of

His Majesty the King Gyanendra Bir Bikram Shah Dev.

Chapter-1

Preliminary

1. Short title and commencement (1) This Act may be called as the
Income tax Act, 2058 (2002).

(2) This Act shall come into force throughout dépnd also

apply to the resident person in any place outdigd\tepal.
(3) This Act shall come into force immediately.

2. Definitions: Unless the subject or the context otherwise reguir this
Act,-

Each year Amended version of the Financial Agiusat the end.
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"Person withholding advance tax' means a pewitma duty
to withhold advance tax pursuant to Chapter-17 eking
payments for employment, investment return, sencharge

and contract or contraction, as well.

"Officer" means the Director General, Deputyedtor General,
Chief Tax Administrator, Director, Chief Tax Officelrax Officer
and other Officers in the Department, as refereeatSection
72.

"Payment from which tax is withheld finally" @es any
dividend, rent, profit, interest and payment fromah tax has to
be withheld made to the non-resident person, asresf to in

Section 92.

"Retirement fund" means an entity establishath va sole
objective to accept retirement contribution fundsr the
purpose of making retirement payments from the ftmdhe
entity's beneficiary natural persons or their degeeris, and

invest such funds.

"Retirement payment” means any payment madethi®

following person:

(1) Payment made to a natural person where sudopédras

got retirement, or

(20 Payment to the dependent of a natural persarevbuch

person has died.

"Retirement contribution fund” means any paymemde to a
retirement fund for provisions of retirement paymer for

future provisions thereof.



@)

(h)

()

()

(k)
(0

(m)

www.lawcommission.gov.np

"Incapacitated person” means a person who iscapable of

making his dealings because of physical or melhtabis.

"Income" means the income earned by any perffrom
employment, profession or investment and the tatadunt of

that income calculated under this Act.

“Income year" means a period from the first dayShrawan
(tentatively 15 July) of any year to the last daly Ashad
(tentatively 14 July) of the next year.

"Gift" means any payment made without any cdesation or in
the case of any payment with consideration, whieeenharket
value of payment exceeds the market value of cengian,

payment to the extent of such excess.
"Debt liability” means the liability equivalemd the debt claim.

"Debt claim" means the right of any person ¢geive payment
from another person, and this termalso includesight of any
person to have repaid a loan lent by such persoantither
person, the right to receive deposits made in ak bamd

financial institution, to receive sums to which Bugerson is
entitled and to receive moneys fromthe sale okdébres, bills
of exchange, bonds, rights under annuities, firinease and

installments.

"Company" meansany company incorporated under the
companies' law in force, and for the purpose ofhi@xollowing

institutions shall also be treated as if they warmpanies:

(1) Any corporate body established under the lafwiioe,
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(2)  Any unincorporated union, board, associatiosaziety
or sole proprietorship whether incorporated or ant

any group of persons or trust except a partnership,

3 Any partnership firm consisting of Twenty orora
partners whether registered or not under the ldarte,
any retirement fund, cooperative institution, utriist,

joint venture,
(4)  Any foreign company;

(5) Any other foreign institution as specified hetDirector

General.

"TaxX' means the tax chargeable under this Aot this term

also includes the following payments:

(1) The expenditures referred to in clause (a)udd-Section
(8) of Section 104 as incurred by the departmentity
claim in respect of, and auction sale of, the propm

which the taxis due and outstanding,

(2) The amount payable by the person withholdingaade
taxor the person subject to taxwithholding un8ection
90 or the amount payable by the person making payme
in installment under section 94 or the amount p&yab
after the assessment of tax under Sections 99a160
101,

(3 The amount payable to the Department in respetax
liability of the third party under Sub-section (f)Section
107, Sub-section (3) or (4) of Section 108, Sultieadl)
of Section 109, Sub-section (1) of Section 110,



(o)

(P)

@)

(n

www.lawcommission.gov.np

(4) The amount as referred to in Chapter -22 paytdrla fee

and interest, and

(5) The amount of fine referred to in section 12§uired to

be paid as per the order of the department.

"Person subject to tax withholding" means argrspn who
receives payment or has the right to receive payn®n
withholding tax under Chapter-17 in making paymeot
employment, investment return, service fee or amttror

contraction.

"Tax assessment” means the assessment of the tmade
under this Act and this term includes the assestoka fee

and interest under Section 122.

Provided that, this term does not mean the ptesviax
assessment substituted by the amended tax assdssmaT

section 101.

"Non-resident person” means any person saverdhient

person.

"Non-occupational taxable assets” means any,ldilding
and interest or security in any entity except tlodowing

properties:

(1) Occupational assets, depreciable assets orkstoc

trade,

(2) A private building owned by a natural persontlre

following situation,-
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(@) Being under ownership for a continuous peribd o

three years or more, and

(b)  Where that person has resided for a total deyio
Three years or more continuously or at several

times.

(3) A private building belonging to and disposedbgfany

natural person for a value less than ten milliogmees, or

4 An asset disposed of by way of transfer in amanner
other than the purchase and sale within three

generations.

"Organization entitled to enjoy exemption" meéhe following

entity:

Q) A social, religious, educational or benevolent
organization of public nature established with rpoofit

motive,

(2)  An amateur sports organization so formed witheav to
promoting social or sports related facilities thtte

organization or its members does not derive profits
(3) A political party registered in the Electionf@mission,

(4) \Village Development Committee, Municipality District

Development Committee,
(5) Nepal Rastra Bank,

(6) Government of Nepal,
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(7)  An entity as prescribed and entitled to usest@xmption

by an advance ruling issued under Section 76,

Provided that, in cases where any person has
derived any benefit fromthe property of that ongation
and the monies obtained from that organization gxre
making payment for the property or the service pred
by any person to that organization or in dischaygin
functions in consonance with the objective of the
organization entitled to exemption, tax exemptibalsnot

be granted.

(®) "Trust" meansan arrangement whereby a trustee holds any

property.

Provided that, this term does not include a paghip,
corporate body or organization referred to in slause (3) of

clause (m).

(u) "Trustee" means a natural person, tri&itlii) or other body
corporate who, individually or jointly with otheatural person,
trust @Guthi) or corporate body, holds a property in trust, and

this termincludes the following person:
(1) The operator or administrator of the asseis @éceased,
(2)  Aliquidator, recipient or trustee,

(3 Any person who protects, directs, controls @nages
the assets of an incapacitated person in indivicdual

official capacity,

(4  Any person who manages the assets under at@riva
enterprise or similar other enterprise, and
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(5) Any other person in a position similar to that the

person as referred to in clauses (1), (2), (3)@nd

(v)  "Long-term contract" means a contract refert@dn Section 26

of which validity period is more than twelve months

(w) "Relative" means a natural person's husband, wifm, s
daughter (adopted son, daughter as well), fathathen, grand-
father, grand-mother, elder brother, younger bmthster-in-
law, daughter-in-law, elder sister, younger sistather-in-law,
mother-in-law, brother-in-law, elder brother-in-lawife's sister,

uncle, aunt, nephew, niece, grand-son and grandtdau
(X "Entity" means the following organization ordyo
(1) A partnership, trust or company,

(2) \Village Development Committee, Municipality District

Development Committee,
(3 Government of Nepal,

4) Any foreign government or provincial or locabvgrnment
under that government or a public internationaboization

established by any treaty, or

(5) A permanent establishment of the organizatiomaxy
referred to in clauses (1), (2) and (3), whichad situated

in a country of which it is a resident.

(y) "Interest in entity" means and includes the taogent right to

receive income or capital of any entity.

(2) "Disposal® means a disposal inclusive of thie & transfer of any
property or liability as mentioned in Section 40.

8
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"Vested ownership" means the following owhers

(1) In the case of any entity, ownership createdhenbasis
of the interest which any natural person or anyteir
which a natural person has no interest has ineh#ty
directly or indirectly through one or more intergas

entities, or

(2) In the case ofthe assets owned by any emtitmership
of the assets as determined in proportion to the
ownership of the persons who have vested ownemhip

that entity.

"Lease" means the provisional right of anyspa to enjoy or
use any property except movable property belontpranother
person, and this term also includes a license, agnéement,

trenches, royalty agreement or right of a les seednt.

"Natural person” means an individual, and tiiee purposes of
this Act this term includes a sole proprietorshipned by an
individual, whether registered or not, and a sposse&elected

under Section 50 as to be considered as the simjledual.

"Payment for natural resources” means an atroitany of the

following payments:

(1) Amounts received for having extracted watengrals or

other living and non-living resources fromthe badr

(2) Amounts calculated in full or in part on theslsmof the
guantity or value of living or non-living resource$the

natural resources and minerals extracted from alnth £
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(ae) "Market value" means ordinary transaction ®alof any
property or service in the ordinary course of trdmbtween

unrelated persons in respect of such property wicse

(af) "Rent" means a premium received for the hoese as well as
for the lease of a tangible property and payment tfte
provision of that lease. Provided that, this teoaesl not include

any payment made for natural resources.
(ag) "Payment" means the following activities:

@ If the money or property owned by any one perso
transferred to another person and the liabilityaofy

other person is transferred to that person,

(2) If the ownership over any property created bwy a
person devolves on another person after the creatio
that property or if any person bears the onusatiflily

of another person,
3 If any person delivers service to another peyso

4 If any person uses any property owned by amothe

person or such property is available for such use.

(ah) "Distribution of profit" means the distribati of profits of any
entity made pursuant to Section 53, including thpitalization

of profits.

(@)  "Unit trust" means a trust to be divided t¢w tbasis fixed with
the number of the units holding the right of thespas entitled
to participate in income or capital, with a prowisithat the
trustee holds property for the benefits of at leasénty
persons.

10
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(@) "Employment" means any kind of past, presenmtfuture

employment.

(@ak) "Royalty" means any payment made under tlasdeof any
intangible property, and this term includes any rpeyt made

for the following purpose:

(1) To use or have the right to use a copy riglatept,
design, model, plan, secret formula or process or

trademark,
(2)  To rendertechnical know-how,

(3 To provide the right to use any motion pictfire, video
tape, sound recording or similar other means and to

render industrial, occupational or scientific expece,

(4) To render any assistance in a manner to bdlaagdo

the matters referred to in clauses (1), (2), qrdB)

(5) To have full or partial restrictions on the teas$ referred
to in (1), (2), or (3) or (4).

Provided that, this term does not mean any

payment made for natural resources.

(@) "Investment" means the act of holding onenore properties of
similar nature used in an integrated manner ordgting such

properties, except with the followings:

(1) Holding any property other than a non-occupatidaahble
property used by the owner thereof in personabusavesting

money in such property, or

2 Employment or occupation.
11
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(am) "Investment insurance"” means any of thevaflg insurance:

(1) An insurance against the death of the insuredf the

associated person of the insured,

(2)  An insurance against personal injuries of tieured or
his associated person or against any event leading

incapacity in any particular manner,

Provided that, the validity period of the insurance
contract shall be at least five years or the cattsdall
be without any validity period and the contractsie
made that it cannot be terminated by the insurer po
expiration of a period of five years except in g@enal

circumstances.

(3 An insurance so made that any money or series o

moneys are paid to the insured in the future,

(4) Reinsurance of the insurance referred to ins®es (1), (2)

or (3), or
(5) Reinsurance of the reinsurance referred tdanse (4).
(an) "Dividend" means the distribution to be mageah entity.

(a0) "Resident person” means the following persomespect of any

income year:
(1) Inrespect of a natural person,

(@) Whose normal abode is in Nepal,

12
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(b) Who has resided in Nepal for 183 days or more
during a continuous period of 365 days of any

income year, or

() Who is deputed by Government of Nepal to a

foreign country in any time of the income year.
A partnership firm,
In respect of a trust, such trust
(@) Which is established in Nepal,

(b) The trustee of which is a resident person in an

income yeatr,

(¢)  Which is controlled by a resident person oraby
group of persons comprising such a person,

directly or through one or more interposed entjties
In respect of a company, such company,
(@) Which is incorporated under the law of Nepal,

(b) Management of which has been effective in Nepal

iIn any income year.

Village Development Committee, Municipality, Drstrict

Development Committee,

In respect of an entity of any foreign governmer
provincial and local government under that govemine

such entity,

(@) Which is established under the laws of Nepal, o

13
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(b) Management of which is effective in Nepal inyan

income year.

(7)  An organization or entity established under &negty or

agreement, and

(8 A foreign permanent establishment of a nondest

person situated in Nepal.
"Person" means a natural person or entity.

"Manager" means any person involved in makimemnagerial
decisions of any entity, and this term includesustee of any
trust and a person having ownership in a foreignmpaent

establishment.

"Occupation” means any kind of industry, Imesis, profession
or business transactions of similar other natunel #is term

includes past, present or future occupations afesitgpe.
Provided that, this term does not include empleyim

"Interest" means the following payment offigro

(1)) Payment under debt liability except the priadip

2 Profit made from concession, premium, alterati

payment or from similar payment, and

(3) The amounts referred to in Section 32 recewad an
interest out of the payment to be made by a pevdan
acquires any property under annuities or instalrsere
or of the payment made to any person for the usmpf

property under a financial lease.

14
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"Stock-in-trade" means the property ownedaby person and
sold or to be sold in the course of regular bussnesried on by
such person, the property in work-in-progress drediiventory
of materials to be incorporated in the propertyovitted that,

this termdoes not include a property held in fpmecurrency.

"Occupational asset” means any property ugsedany

occupation.

Provided that, this term does not mean stockadé or

depreciable assets of the occupation.

"Distribution” means a distribution to be radaly any entity as

referred to in Section 53.

"Income sent abroad" means an income regqumebte sent
abroad by a foreign permanent establishment ofrarasident
person situated in Nepal as referred to in Sedd®which has

been sent abroad through a bank or paid in anyr othener.

"Foreign income tax' means a foreign incomereferred to in

Sub-section (8) of Section 69 levied by any foreiguintry.

"Foreign permanent establishment” means aityarferred to

in paragraph (4) of clause (X).

"Department’' means the Department of InlaedeRue.

(aaa) "Property held in foreign currency” meang property held in

a foreign currency other than Nepalese rupees.

(aab) "Permanent establishment” means a placeewdey person

carries on a business fully or partly, and thisntercludes the

following place:

15
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A place where any person carries on a busifiglysor
partly, through any agent except a general agerd wh
acts independently in the ordinary course of cagyn

business,

A place where any person's main equipment anm

machinery is situated or used or installed,

One or more than one place in any country ehery
person has delivered technical, professional or
consultancy service through an employee or in ahgro
manner for more than ninety days at one or sevieras

in a period of any twelve months, or

A place where any person is involved in a ¢angion,
installation or establishment project and has edraut
supervisory works of that project for a period afeaty

days or more.

(aac) "Property" means a tangible or intangibleperty of any kind,

and this term includes currency, good-wil, teclogedal

knowledge, assets, any person's ownership or sitare a

foreign branch, a right to make income or acquieime in the

future and any part of such property.

(aad) "Associated person" means any one or moredha person or

group of persons who act as per the intention ofiedher, and

this termincludes the following persons:

)

A natural person and relative of that persanaay

person or a partner of that person,

16
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(2) A foreign permanent establishment and a pefsanng

ownership in that establishment, and

(3) Any entity which by itself or jointly with anyther
person related with it or with an assisting enatyany
other person or entity related with such assiséngty
controls Fifty percent or more of the income, talpor

voting right of any entity or derives benefits thieom.

Provided that, the following person shall notame

associated person:
(1) Anemployee,

(2) A person specified by the Department as a non-

associated person.

(aae) "Partnership" means a firm consisting of lésan twenty

partners, whether registered under the law in foragot.

Provided that, this term does not include a sole

proprietorship or joint venture, whether registeoechot.

(aaf) "General insurance" means insurance othen thaestment

insurance.

(aag) "General interest rate" means the rate arest by Fifteen

percent per annum.

(aah) "Approved retirement fund" means a retirememtd having
obtained approval fromthe Department pursuantute-&ction
(1) of Section 63.

(aai) "Service charge" means any charge paid to peyson,
according to the market value, for the service ezad by such
17
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a person, and this term includes any commissioreting
allowance, management fee or technical servicegehar
(aaj) "Shareholder" means a beneficiary of any caomgp

(aak) "Depreciable property" means a property, twhscused in any
business or investment for earning income, and irtkeclin

value because of wear and tear, being old or passtgmne.
Provided that, this term does not mean stockadé.

(aal) "Beneficiary" means a person who has anasten any entity

related with the work.

(aam) "Prescribed" or "as prescribed" means piesdrior as

prescribed in the Rules framed under this Act.

Chapter-2
Tax Bases

Tax to be levedTaxshall be levied on each of the following persan

each income year and be collected/ realized putsoahis Act:
(@) A person who has taxable income in any incoeay

(b) A non-resident person's foreign permanent dstabent
situated in Nepal, which sends income of any incomar

pursuant to Sub-sections (3) and (4) of Sectiora68,

(c) A person who receives payment final tax witltrod in any

income yeatr.
18
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Computation and rate of tax: (1) The amount of taxrequired to be paid

by any person referred to in Section 3 for any meoyear shall be

equal to the total amount of taxrequired to bel g1 such person.

(2) In computing the tax required to be paid by gerson
referred to in clause (a) of Section 3, it shalldoenputed by applying
the related rates mentioned in Schedule-1 to tkebta income of that
person. In so computing the tax, it shall be coraduiy deducting the
amount that is adjustable in tax, and claimed at grerson pursuant
to Section 51 or 71.

(3) Notwithstanding anything contained in Subtsect(2), the
tax payable by a resident natural person referceth tclause (a) of
Section 3, who has fulfilled all of the followingquirements, shall be
equal to the total amount of tax deducted purst@argection 87 from
the payments made by the employer to such a ngtarabn in that

income yeatr:

(@  Only the income of any employment having source
in Nepal is included in the income of that income

year,

(b) Al employers have become non-resident persons
in that income year and there is only one employer

at one time, and

(¢c) The employer has not made a claim for the
adjustment of tax pursuant to Section 51 in taxable
income, except for the medical expenses and
retirement contribution paid by him and for

subtraction of the expenses referred to in Sub-

19
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sections (2) and (3) of Section 63 and of the

expenses referred to in Section 12.

(4) Notwithstanding anything contained in Subtg&ect(2), the
tax payable in any income year by a resident nhp@n@gon referred in
clause (a) of Section 3, who has fulflled all dfiet following
requirements, shall be equal to the amount mendiomeéub-section
(7) of Section (1) of Schedule —1:

(@) That person has only income earned from his
business having source in Nepal in that income

year,

(b) Theincome earned fromthe business and tumove
of the business do not exceed the ceiling
mentioned in Sub-section (6) of Section (1) of
Schedule -1, and

(c) That person has so opted that this provision is

applicable in that income year.

(®) In computing the tax required to be paid by doreign
permanent establishment referred to in clause f(i®eotion 3, it shall
be computed by applying the related rates mentiameilib-section
(6) of Section 2 of Schedule-1 to the income sdmbad by such

establishment in that income year.

(6) The amount of tax required to be paid bypbkeson referred
to in clause (c) of Section 3 shall be equal to tbh&al amount
computed by applying the rates mentioned in sedbaine amount of
each payment liable to final tax deduction receibgdthat person in

that income year.

20
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5. Taxable income and classification of income headisg The taxable

income of any person in any income year shall heaép the amount
computed by subtracting the amount, if any, clainmdsuant to
Section 12 or 63 from the grand total amount ofeassible income of

each of the following income headings in that inegmar:
(@) Business,

(b) Employment, and

(¢) Investment.

6. Assessable incomeSubject to this Act, the following incomes earned

by any person for any business, employment or imaest in any

income year shall be considered assessable income:

(@) Income earned by any resident person from mgleyment,
business or investment in that income year irrespeof the

place of his source of income, and

(b) Income earned in that income year by any naiident person
from employment, business or investment havingmmesource

in Nepal.

Provided that, the assessable income shall rdude

any income exempted from tax pursuant to sectioor B4.
Chapter-3

Computation of Tax

7. Computation of income from business (1) The profits and benefits

made by any person in any year from any businea# lsdéncomputed

in the income of that business of that person &t income year.

21
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(2) In computing the profits and benefits earfgdany person

from the business in any income year, it shall beyymuted so as to

include the following amounts received by that parsvithin that year:

@)
(b)

(©)

(d)

(€)

(f)

@)

(h)

Service charge,

Amount obtained from the disposal of stock-in-

trade,

Net profit derived from the business property o
business liability of any person computed

pursuant to Chapter-8,

Amount considered to have been derived
pursuant to clause (a) of Sub-section (2) of Sactio
4 of Schedule-2 from the disposal of depreciable

property of the business,

Gift received from any person in respect of the

business,

Amount received for having accepted any
restriction in respect of the operation of the

business,

Notwithstanding that the amount received by any
person is of such nature that it is included in
income from investment, the amount received by
such a person being directly related with his

business, and

Other amounts liable to be included pursuant to
Chapter-6 or 7 or Section 56 or 60.

22
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(3) Notwithstanding anything contained in Subtgect(2), the

amounts deductible under sections 10, 54 and 6Qagdents from

which tax is withheld finally may not be included computing the

profits and benefits derived from the operatiomo$iness.

Computation of income earned from employment(1) The remuneration

derived by any natural person from employment iy arcome year

shall be computed as the income earned by thabpensthat year.

(2) The following payments made by an employea toatural

person in any income year shall be included in aamg the

remuneration earned by such natural person frontoymment in that

income yeatr:

(@)

(b)

(©)

(d)

(€)

Amount for wages, salary, leave, amount for
overtime work, fee, commission, prize, gift, bonus,

and payment for other facilities,

Payment for any personal allowance including
amount for dear allowance, subsistence allowance,

entertainment and transport allowance,

Payment received for settlement of or
reimbursement of expenses incurred by him/her or

his/her associated person for personal purpose,

Payment made for having given consent to any

terms of employment,

Payment made for termination, loss of employtmen

or for compulsory retirement,

23
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Retirement payment and retirement contribution
including the amount deposited by the employer

for that employee in the retirement fund,

Other payments made in respect of employment,

and

Other amounts required to be included purst@nt
Chapter-6 or 7.

(3) Notwithstanding anything contained in Subtgect(2), the

following matters need not be included in computing remuneration

earned by any natural person from employment:

@)

(b)

(©)

(d)

The amounts deductible under Sections 10 and

payment from which taxis withheld finally,

Food and Tiffin provided by the employer teeth
employee at the work site in a manner that it is

available to all employees on the same terms,

The settlement or reimbursement of the folayvi

expenditure incurred by any employee:

1. The expenditure fulfls the business

purpose of the employer, or

2. The expenditure exempted or to be
exempted in the computation of the income

earned from investment.

Payment of such petty amounts of which accounts
are impracticable to be maintained or difficulto®

maintained administratively as prescribed.

24
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Explanation: For purposes of this section,

"payment" means the payment:-
(@) made by the employer,

(b) made by the associated person of the

employer, and

(c) made by any third person as referred to in
the agreement made with the employer or

his associated person.

Computation of income earned from investment(1) the profits and

benefits derived by any person from investmentny acome year

shall be computed as the income earned by thatopefsom

investment in that year.

(2) The following amounts received by any persnnany

income year shall be included in computing the ipgodnd benefits

derived by that person frominvestment in that meoear:

@)

(b)

Dividend, interest derived from that investment
payment for natural resources, rent, royalty, profi
from investment insurance, profit frominteresain

retirement fund which has not got approval
pursuant to Sub-section (1) of Section 63 or
retirement payment made from the approved

retirement fund,

Net profits derived from the disposal of non-
business taxable property of the investment of that

person, computed pursuant to Chapter-8,
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If, in disposing the depreciable property oéth

investment made by that person, the incomings to
be received exceed the remaining value comprising
the outgoings made for the property of the group
of depreciable property pursuant to clause (a) of
Sub-section (2) of section 4 of Schedule-2, the

excess amount,

Gift received by that person in respect of

investment,

Retirement payment made in respect of that
investment and retirement contribution including
the amount deposited in the retirement fund for

that person,

Amounts received for having accepted any

restriction in respect of investment, and

Other amounts required to be included purst@nt

Chapter-6 or 7 or Section 56.

(3) Notwithstanding anything contained in Subtget(2), the

following matters shall not be included in compgtiprofits and

benefits derived by any person frominvestment:

@)

(b)

The amounts deductible under Sections 10, 84 an
69 and payment from which taxis withheld finally,

and

The amounts to be included in computing income

by that person from employment or business.

Chapter-4
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Exemptible Amounts and Other Exemptions

Exemptible amounts The following amounts shall be exempted from

tax

(@ Amount exempted from tax granted to any pemsatitled to tax
exemption facility as provided for in a bilateral multilateral
treaty concluded between Government of Nepal aiyd@eign

country or international organization,

(b) Amount received by any natural person for do@mgployment

in the governmental service of a foreign country,
Provided that, -

(1) The person has to be a resident or non-resident

person only because of doing employment, and

(20 Such amounts have to be paid from the

governmental fund of that country.

(c) Amount received by a natural person referredntalause (b)
who is not a citizen of Nepal or by his/her neafagily member

from the governmental fund of a foreign country,

(d) Amount received by a non-Nepalese citizen apieal in the
service of Government of Nepal under a the term@mutlition

of tax exemption,

(e) Allowances provided by Government of Nepal be twidow,

aged (senior citizen) or disabled,
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Amounts received as gift, inheritance or scistap except the
amounts required to be included in computing inc@mesuant

to Sections 7,8 0r 9,

Amounts received by an organization entitledet@mption for

the following:
(1) Donation, gift,

(2)  Other contributions directly related with arganization
entitled to exemption as referred to in Clause d¢é)
Section 2 without having consideration or without

hoping for such contribution, or

(3 Amount earned byepal Rastra Bank in consonance

with its objectives, or

Amount received for pension by a Nepalese aritihaving
retired from the military or police service of ardgn country

fromthe governmental fund of that country.

Professional exemptions and facilities(1) No taxshall be levied on an

income earned by carrying on an agricultural bussnby getting one

registered as a firm, company, partnership andaratp body and on

agricultural income other than that earned fronagncultural business

in the land as referred to in clauses (d) and f(&eation 12 of the Act
relating to Land, 2021(1964).

(2) No tax shall be levied on the income of a peative

organization and saving and credit cooperative migéion or

institution, which has been registered and operatedler the

Cooperatives Act, 2048 (1991) and which carriesagncultural and

forest based industries such as professional foedestied enterprises
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inclusive of sericulture and silk production, houfture and fruits
processing, animal husbandry, dairy industry, pgdérming, fishery,
tea gardening and processing, coffee farming andcgssing,
herbiculture and herb processing, vegetable seedsingy, bee
keeping, honey production, rubber farming, floriosé and
production, leasehold forestry, agro-forestry etcqld storage
established for the storage of fruits, agro-seeésticides, fertilizers
and agricultural inputs (except those operated mitchanical power).
No tax shall also be levied on the dividends dsiied by such

organization or institution.

(3) Tax shall be levied as follows on the incozagned by any

person froma special industry in an income year:

(@ If the person give direct employment to Six
Hundred or more Nepalese citizens through out
the year, Ninety percent of the rate of tax leweabl

on the income of that yearr,

(b) If a special industry has been operated in temo
undeveloped and underdeveloped areas,
respectively Seventy, Seventy-Five and Eighty
percent of the tax leviable on income of the years
for ten income years including the income year in

which such an industry started operating.

(4) In computing the income by the person ertitle exemption
pursuant to Sub-sections (1), (2) or (3), such @eisas to compute
the income as mentioned in the Sub-sections dsaif dnly income

were derived by other separate persons.
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(5) A person who is in a position to have morarthone
exemption in respect of the same income pursuastaisses (a) and

(b) of Sub-section (3) shall enjoy only one exeoptthosen by him.

(6) Notwithstanding anything contained in Subtsec (3), in
cases where any other person has used the prepests to operate
the industry referred to in clause (b) for the @pien of the industry of
the same type previously, the period during whit@ythave been so
used shall also be reckoned, while reckoning tine-timit referred to in

that Sub-section.

Explanation: For purposes of this Section:-

(@) "Agricultural business” means a business ofipcing
crops from a public or private land or acquiringntrer

crops froma tenant using the land.

(b) "Remote", "undeveloped" and "underdevelopedaar

means the areas as referred to in Schedule-3 of the

Industrial Enterprises Act, 2049(1992).

(c) "Special industry" means a production-orieniredustry
as classified in Section 3 of the industrial Entisgs Act,
2049 (1992) except an industry producing cigareiidi,
Sigar, tobacco,Khaini, other productions of the same
nature involving tobacco as the principal raw mateyr

liquors, beer and products of similar kind.

Donation, gift given to organizations entitled to ax exemption (1) In

computing his taxable income in any income yeas parson may
make claim to subtract the amount of donation, giften to an
organization entitled to tax exemption approvedtlxy Department for
the purpose of this section.
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(2) Notwithstanding anything contained in Subtgec (1), the
expenditure deductible in any income year undetr Sud-section shall
not exceed One Hundred Thousand Rupees or fiveepemf the
taxable income assessed without making deductioth® gift of that
person in that year as referred to in Sub-sectibnafid without
including in the computation the limits referredindSub-section (2) of
Section 17 and Sub-section (2) of Section 18, wéweh is lesser.

(3) Notwithstanding anything contained in Subtgats (1) and
(2), in any special situation, Government of Nepedy, by a
notification in the Nepal Gazette, so specify thay amount spent or
donated by any person for any specified work mayléaucted fully

or partly for expenditure, in determining the inaaf that person.
Chapter-5

Deductible Amounts

General deduction Any person may, for the purpose of computing his

income from any business or investment in any ircgenar, deduct
the following expenditures related with the trarngats, subject to this
Act:-

(@) Made in that income year,
(b) Made by that year, and
(c) Made in earning income fromthe business oegtment.

Interest deduction (1) Any person may, for the purpose of computing

his income from any business or investment in amgome year,
deduct all interests chargeable in that year unilerfollowing debt

liabilities of that person:-
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If the debt liabilty has created for having
borrowed any amount, and that amount has been
used in that year or used to buy any property used

in that year, or

That debt liabilty has been created in anyeoth

circumstance.

Provided that, such a debt liability has to be
created for the act in which income is earned from

a business or investment.

(2) Notwithstanding anything contained in Subtsec (1), the

total interest amount which a resident entity colled by an

organization entitled to tax exemption can deductier that Sub-

section in any income year shall not exceed thal titthe following

amounts:

@)

(b)

All interest amounts obtained in that year ® b
included in the computation of the taxable income

of that entity, and

Fifty percent amount of the taxable incomehait
entity in that year, which has been computed
excluding any interest derived by that entity or

without deducting any interest paid by that entity.

(3) Any interest not allowed to be deducted ot deducted

pursuant to Sub-section (2) may be carried forveardredited in the

forthcoming income year.

Explanation: For purposes of this section, " a resident ermtitytrolled

by an organization entitled to tax exemption” meansentity which,
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being a resident entity in that year, is subjed tested ownership or
control of twenty five percent or more of the feling persons or

organizations in any time of that year:-

(@) An organization entitled to tax exemption and a

person associated with that organization,

(b) A person entitled to tax exemption pursuant to
section 11 in that year or a person associated with

that person,

(¢) A non-resident person or a person associatéd wi

the non-resident person, or

(d Any combination of the persons referred to in

clauses (a), (b) and (c).

Allowances for cost of stock-in-trade (1) For the purpose of
computing the income earned by any person fromarsness in any
year, any other allowances shall be allowed exteptallowances for
the cost computed pursuant to Sub-section (2) speet of the
disposal of the stocks-in-trade of the businesthaf person in that

year.

(2) The allowance for the cost referred to in Selstion (1) shall
be computed as follows by deducting the amountnedeto in clause

(b) fromthe amount referred to in clause (a):-

(@) The amount to be set by adding the cost of the
stock-in-trade derived from any business in any
income year to the initial value of the stock-in-

trade of that business in that year,

33



www.lawcommission.gov.np

(b)  The amount of final value of the stock-in-traafe
any business in an income year referred to in

clause (a).

(3) The initial value of the stock-in-trade ofyalnusiness in any
income year shall be the final value of the stockade of that

business at the end of last income year.

(4) Whichever is lesser out of the following amoal shall be
considered the final value of the stock-in-tradé¢haft business of that

income year:-

(@) The cost of the stock-in-trade of that businats

the end of that income year, or

(b) The market value of the stock-in-trade of that

business at the end of that income year.

(5) In computing the cost of the stock-in-tradeadousiness, a

person has to do as follows subject to Sectiom4b3ub-section (6):-

@) In computing the income of a business, in th®ec
of a person maintaining the accounts on the cash
basis, by using the method of cost price or

consumption cost, and

(b)  In computing the income of a business, in theec
of a person maintaining the accounts on the
accrual basis, by using the method of

consumption cost.

(6) If the stock-in-trade of business of any percannot be
determined, that person may choose to the firditsh out method or
average cost method to compute the cost of stotiade.
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Provided that, once such a method is selectedt, rtiethod

cannot be altered without written permission of Brepartment.

(7) In computing the cost of stock-in-trade puwasuto Sub-
section (5), it has to be computed by the followmngthod:-

@)

(b)

In computing as per the consumption cost method
to so compute the cost of the stock-in-trade under
the widely recognized accounting principle that it
iIs equal to the sum total of direct material cost,

direct labor cost and overhead cost of factory.

In computing as per the cost price methodsdo
compute the cost of the stock-in-trade under the
widely recognized accounting principle that it is
equal to the total sum of direct material cosgckr

labor cost and alterable overhead cost of factory.

(8) In computing the cost of stock-in-trade puwasuto Sub-
section (6), it has to be computed by the followmngthod:-

@)

(b)

In computing as per the average cost method, to
compute on the basis of all weightage average
costs of the stock-in-trade of the same type in the
business under the widely recognized accounting

principle.

In computing as per the first in first out imed, to
compute on the basis that the stock-in-trade
received first is also disposed first, under the

widely recognized accounting principle.

Explanation: For purposes of this Section,-
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(@) "Direct labour cost" means the labor cost diyec

related with the production of the stock- in-trade.

(b)  "Direct material cost" means the cost of matsri
which are or will be an integral part of the stack-

trade.

(©) "Overhead cost of factory” means the totaltcos
incurred in producing stock-in-trade except the

direct labor cost and direct material cost.

(d) "Alterable overhead cost of factory” means the
overhead cost of factory that alters directly vath
change in the produced quantity of stocks in-

trade.

Repair and maintenance expensegl) In computing the income of any

business or investment in any income year, a persay deduct all
expenses incurred in the repair and maintenancthefdepreciable
property owned and used in that year to earn incinme that

business or investment.

(2) Notwithstanding anything contained in Subtget (1), in
deducting the expenses allowable under that Sutiesed shall not
exceed five percent of the depreciation base amotithe group of
property remaining at the end of that income yaad in cases where
expenses are incurred in excess thereof, such tieduwan be made

only as per the order of such expenses incurred.

(3) Any excess expense or part thereof whichoisdeductible
pursuant to Sub-section (1) because of the lingrred to in Sub-

section (2) may be added to the depreciation baweiat of the group
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of the concerned property pursuant to Sub-sectpf(Section 2 of
Schedule 2.

Pollution control expenses (1) For purposes of computing the income

earned by any person from any business in any ircpaar, such
person may deduct the pollution control expensesth® extent

incurred in the operation of that business in thesr.

(2) Notwithstanding anything contained in Subtgect (1), in
computing the limit of expenses deductible undert thub-section in
any income year, it shall not exceed Fifty peragithe taxable income
computed without deducting pollution control expessof all
businesses operated by that person and withoutudimg in
computation the limits referred to in Sub-secti@hdf Section 12 and
Sub-section (2) of Section 18.

(3) Any excess expense or part thereof which isdeatuctible
in excess of the limit referred to in Sub-secti@hrfay be capitalized

and depreciated pursuant toSchedule-2.

Explanation: For purposes of this Section, "pollution contxgenses”
means the expenses incurred by any person relatecamy process
for the purpose of controlling pollution or protect or conserving the

environment in other manner.

Research and development expensefl) For purposes of computing

the income earned by any person from any businessy income
year, such person may deduct the research andaganeht expenses

to the extent incurred in the operation of thatibess in that year.

(2) Notwithstanding anything contained in Subtgec (1), in
computing the limit of expenses deductible undert thub-section in

any income year, it shall not exceed Fifty peragithe taxable income
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of that person computed without deducting researchdevelopment
expenses of all businesses operated by that peasoinwithout
including in computation the limits referred to $ub-section (2) of
Section 12 and Sub-section (2) of Section 17.

(3) Any excess expense or part thereof whichoisdeductible
in excess of the limit referred to in Sub-secti@nhrfay be capitalized

and depreciated pursuant to Schedule-2.

Explanation: For purposes of this Section, "research and devadot
expenses"” means the expenses incurred by any pfensihve purpose
of controling developing his business and imprgvinommercial

production and process.

Provided that, such expenses shall not incluagectist at the
time of acquiring any property referred to in Sudzson (3) of Section
lof Schedule-2.

Depreciation deduction expenses(1l) For purposes of computing the

income earned by any person from any businessvesiment in any
income year, such person may deduct depreciatiorsuamt to
Schedule-2 in lieu of depreciation of the depreleighoperties owned
and used by that person in that year in making nmcdrom that

business or investment.

(2) Notwithstanding anything contained in Subtsec (1), the
following provisions shall be applicable in respetthe deduction for
depreciation of the devices, equipment and othehinaries installed
by any entity in the projects which involve constian and operation
of public infrastructures and are transferred tor€&ament of Nepal
and in the projects on construction of powerhouaed generation

and transmission of electricity:-
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If the devices, equipment and other machineries
installed previously become obsolete because of
being old or worn and torn and new devices,
equipment and other machineries have to be
installed in lieu thereof, the value which remains
by subtracting depreciation deduction until the
income year from the cost of the property, which
has become obsolete property because of being
old or worn and torn, installed previously in that
income year in which they were so installed may

be deducted as expenses.

In respect of properties other than the old
properties replaced pursuant to clause (a), if any
value remains by subtracting depreciation
deduction until the income year when transfer
takes place fromthe cost of those propertiesat th
time when the entity transfers such a project to
Government of Nepal, the entity may deduct such

a remaining value as expenses.

20. Loss from business or investment(1l) For purposes of computing the

income earned by any person from any businessvesiment in any

income year, such person may deduct the loss asomed below:-

@)

(b)

Loss suffered by that person from any other

business and not deducted in that year, and

Loss suffered by that person from any business

and not deducted in the last four income years.
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Provided that, in the case of the projects whictiolve
construction and operation of public infrastructuasd are transferred
to Government of Nepal and the projects on consitmc of
powerhouses and generation and transmission dfieigg loss not

deducted in the last seven income years.

(2) For purposes of computing the income earnedry person
from any investment in any income year, such pemsap deduct the
loss suffered by that person from any other investmand not

deducted in that year.

(3) Subject to Sub-sections (1) and (2) and toppses of these
Sub-sections, any loss suffered by any persorsipaet of the foreign
source and not deducted may be deducted only inpating the
income earned by that person from his foreign seuand the loss
suffered in earning any non-taxable income anddeatucted may be

deducted only in computing non-taxable income af fherson.

(4) Subject to Sub-sections (1) and (2), if amyspn suffers a
loss in an income year when a long-term contrat¢tiobd by any
person by making competition of the business airttegnational level
was completed or when a disposal was made in amgrotanner or a
loss which was not deducted and the liability wioére allowed to be
carried forward in the coming year pursuant to s@aub) of Sub-
section (1) is related with a long-term contralsg Department may, by

a notice in writing, give permission to deal wittat loss as follows:-

(@ The loss may be carried backward in last income

year or years, and

(b) The loss may be treated as not deducted only to

the extent of the excess where, in computing the
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income of the business related with that long-term
contract, the amounts to be included in the
incomings exceed the amounts to be included in

the outgoings.

(5) The following loss suffered by any personaimy income
year has to be allocated as if it were related witbng-term contract or

contracts of that person:-

(@ The loss resulted from a long-term contract or

contracts related with the business, and

(b) The loss on excess of the expenses to be
deductible in computing the income earned from
that business in the year related with the contract

for each such contract.

(6) If, in computing the income earned by anysper in any
income from more than one business or investmdrat person is
allowed to deduct the loss not deducted from moamtone business
or investment, that person may on his own deterthegriority of the

business or investment fromwhich the portion g&lis deducted.

(7) If, in computing the loss suffered by any gmer from any
business or investment in any income year, thidiaeds not used
and the deductible amounts exceed the amounts diakla in
computing the income from the business or investroéthat person,

such excess amounts have to be computed.

Explanation:For purposes of this Section, "the loss not deelict
means the loss to the extent not deducted in cangthie income of

any person pursuant to Sub-sections (1), (2) or (4)
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Expenses that may not be deductedl) Notwithstanding anything

contained elsewhere in this Act, for the purposecomputing the
income earned by any person from any business,ogmeht or
investment in any income year, the following expeEs1r amounts

shall not be deducted:-
(@) Bxpenses of domestic or personal nature,

(b) Tax payable under this Act and a fine or simila
other fee paid to the government of any country or
any local body thereof for a violation of any law o

regulation, byelaw framed thereunder,

(© Expenses to the extent of those spent by any
person to obtain the amounts enjoying exemption
pursuant to section 10 or expenses made to obtain
the amounts from which tax has been deducted

finally,

(d) Bxpenses for the payments referred to in Sub-

section (2),
(e) Distribution of profits by any entity, or

® Similar other amounts despite that they are st
mentioned in clauses (a), (b), (c), (d) and (enais
to be deductible, except those allowable under this
Chapter or Chapters-6, 7, 10, 12 or 13.

(2) If a person, whose annual turnover is moenttwo million
rupees in any income year, makes a cash paymenoiaf than Fifty
Thousand Rupees at a time in that income year extelpe following

circumstances, he shall not be allowed to makedbdtiction:-
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(@) Payment made to Government of Nepal,
constitutional body, corporation or bank or
financial institution owned by Government of

Nepal,

(b) Payment made to a farmers or producer producing
a primary agro-product and payment to a farmer
who has processed such product on his own,
notwithstanding that primary processing of such

product has already been carried out,

(c) Payment for retirement contribution or retirgrne

payment,

(d) Payment made in a place where banking services

are not available,

(e) Payment made on the day when banking services
are closed or payment involving a mandatory

provision of payment in cash, or

® Amount deposited in a bank account of the

recipient of payment.

(3) Subject to the provisions of Sections 1416517, 18, 19, 20
and 71, no amount shall be deductible for capitpéases or foreign

income tax.
Explanation: For purposes of this section,-

(@) "BExpenses of domestic or personal nature" méam$ollowing

expenses:-
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Expenses made for any natural person, andsivauof
the following expenses made for the interest afamlto
the extent that the loan has been used for personal

purpose:

(@) Exoenses made for a natural person for the
provision of lodging, fooding, tiffin, and other

activities of entertainment or amusement,

(b) BExpenses for the movement by a natural person
from his house to the place where the business or
investment is operated except for the movement in

the course of business or investment,

(c) BExpenses made to purchase clothes for a natural
person except those clothes which are not proper

to put on at other times than working times, and
(d) Bxpenses made for education or training.

Provided that, the expenses made only for
the education directly related with the business or
investment, where no degree or diploma is

achieved.

Except in the following conditions and to thetent,
expenses incurred in respect of a payment madenpy a
person to any natural person and expenses made for

third person:-

(@) If that payment has been included in computing

the income of a natural person,
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If the natural person has made, as a considarat
a return payment to that person in a sum equal to

the market value of the payment received by him,

If payment is made for such prescribed petty
amounts of which accounts are difficult or

administratively impracticable to be maintained.

" Place where banking service is available" msea
any place within ten kilometers area whereof

banking service is available.

" Cash payment" means a payment except a
payment by a letter of credit, cheque, draft, money
order, telegraphic transfer, money transfemgi)
through a bank or financial institution and a
transfer made by any other means between banks

or financial institutions.
"Capital expenses" means the following expenses

(1) Bxpenses incurred in feasibilty study,
exploration and development of natural

resources,

(2) Expenses incurred in acquiring any property

with useful life for more than twelve months, or
(3) BExpenses in disposing a liability.

Chapter-6

Tax Accounting and Time
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Method of tax accounting (1) The matter when any person gets any

income or makes any expense shall be determineddordance with

the widely recognized accounting principle, subjecthis Act.

(2) A natural person shall, while computing theame to be
earned from his employment and investment, mairgegounts on the

cash basis, for purposes of tax

(3) A company shall maintain accounts on thewadasis, for

purposes of tax

(4) Except in cases where the Department has noige
specified by issuing a notice in writing, any persoay, for purposes
of income tax, maintain accounts on the cash oruat®asis, subject
to Sub-sections (1), (2) and (3).

(5) Any person may make an application to chatigemethod
of accounting for tax purposes, subject to Subisest(2) and (3). If
the Department thinks that it is necessary to ckatig method of
accounting to clearly show the income of such persioe Department

may give permission to change the method of acaognt

(6) If the method of accounting of any persongarposes of
taxis changed pursuant to Sub-section (5), in adimg the income of
that person in the income year when such changeade, adjustment
has to be so made that no amounts out of thosedad| deducted or

to be included or deducted are omitted or duplgate

Cash basis accountingAny person shall, in maintaining accounts on

cash basis of his income earned from employmensin@ss or

investment for tax purposes, subject to this Aotad follows:-
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(@) To treat as income only that which is receira¢the time when
payment is received by him or made available todmigh include

it in his income.
(b) To deduct for expense only after he pays out.

Accrual basis accounting (1) Any person shall, in maintaining

accounts on the accrual basis of his income eaino@abusiness or
investment subject to this Act, for purposes of &ay income shall be
included in computation of his income, considerihgt any payment
has been received immediately when the right teivecsuch payment

is created.

(2) For purposes of making deduction from comporta of
income earned by any person as mentioned in Sulmeed), the

following expenses shall be deemed to have beemebor

(@) If any payment involving such expenses has been
made in lieu of a payment made by any other
person, the expenses shall be deemed to have

been borne in the following conditions:-

(1) The person has the liability to make that

person,

(20 The value of such liability can be

ascertained in a proper and real manner, and

(3 Payment has been received from another

person.

(b) In all other circumstances except those metion
in clause (a), an expense shall be deemed to have
been borne at the time when payment is made.
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(3) If the tax is reduced, the Department maythia following
circumstances, and by a written notice to a perai maintains
accounts on the accrual basis to compute the ineamed from any
investment or business, adjust the time of makiagngent in order to

stop carrying forward or reducing income for purpe®f tax-
(@) Ifthe following circumstance occurs,-

(b) If any expense could be deducted in computing
the income for any income year but that person
had to maintain accounts on the cash basis for tax
purposes, that expense could have been deducted

in any forthcoming income year,

(c) Any person received any payment that has to be
included only in computing the income of the
coming income year but if he had to maintain
accounts on cash basis for tax purposes, the
amount of payment would have been included in

the income year of receipt of that payment, and

(d) If the receiving and making of payment by any
person in any income year reduced the total

amount of tax payable.

(4) In computing, on the accrual basis, the ine@arned by any
person from a business or investment, the diffexertbhat could occur
in the following circumstances have to be adjusfdperly in

receiving or making payment:-

(@) If that person includes any payment in quantity
which he could receive or deducts any payment in

guantity which he has to bear, and
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(b) Ifthere occurs difference in the amount reedior
borne by receiving or making payment by that
person in different quantity, becauseiafer alia,
difference in valuation of the currency after the

performance of the act referred to in clause (a).

Rewverse of the amounts including bad debts(1) In maintaining

accounts of the amounts received and expenses biornge
computation of the income earned by any person frany
employment, business or investment, the persontbiasake proper
adjustments at the time of reimbursement, recovetyguishment of

claim, writing off, or remission in any of the foWing circumstances:-

(@) Where the person subsequently gets the amount
reimbursed, or recovers the expense, as the case

may be,

(b) Where the accounts of the amount received have
been maintained on the accrual basis and the
person subsequently relinquishes his right to
receive that amount or where that amount is a debt
claim of that person and he writes off the debaas
bad debt, or

(c) Where the accounts of the expense incurred have
been maintained on the accrual basis and the
person subsequently relinquishes his liability to
incur such expense or where that expense is a debt
claim, the person whom the debt is to be repaid

remits the debt.
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(2) Any person may relinquish the right to reeeany amount

or to write off the debt liability of that persos a bad debt only in the

following circumstances:-

@)

(b)

In the case of a debt claim of any financial
institution or bank, the debt claimis convertetin

a bad debt as per the specified criteria, and

If, after having followed all proper measures t

receive payment in circumstances other than
those referred to in clause (a), that person is
reasonably satisfied that the right or debt claim

cannot be realized or recovered.

Method of deriving the awerage of the amounts incldible and

deductible under a long-term contract (1) For purposes of computing

the income earned by any person from any employnrginess or

investment in any income year, the estimated an®ounmdudible and

deductible according to the sum of sequential mgesas per the

percentage of completion of the contract underidng-term contract

of that person, shall be deemed to have been eteiwspent.

Explanation: For purposes of this section, "long-term contract”

means a contract in the following circumstance":-

(@)

(b)

A contract with a validity period of more than

twelve months, and

A contract with a deferred consideration excapt
contract which is concluded for production,
installation or construction or for the discharge f
relevant services for each of such works or which
does not contain such elements.

50



www.lawcommission.gov.np

(2) A contract with a deferred consideration,aatract to be
included according to the sum of sequential inageascontract to be
deducted according to the sum of sequential inereas excluded
contract and a contract of completion percentagall slhe as

prescribed.

Chapter-7

Quantification, Allocation and Characterization of Amounts

27.  Quantification of amounts: (1) Any payment has to be quantified equal

to the following amount:

(@ In the case of a payment made by way of
transferring money or property by any person to
another person, amount equal to the market value

of the transferred money or property,

(b) The amount to be determined as prescribedhfor t
payment made for the provision of the following
matters or the amounts to be determined pursuant
to clause (e) where there is no provision for

determining the amount:-

(1) A motor vehicle used or made available for
use for personal purposes of the recipient

of payment in full or in part, or

(2) A building made available for the recipient
of payment.
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The amount which remains by deducting the
contributions of the recipient of payment fromthe
expenditure made by the person making payment

for the provision of the following things:-

(1) The services of a caretaker of the house,
cook, driver, gardener or other domestic

assistant,
(2)  Any food, drinking or entertainment, or

(3) Services like water tap, electricity, telephone

installed in the residence of the recipient,

If the interest paid by any person who has to
receive payment in any income year for a loan is
less than the amount of interest to be paid as per
the prevailng interest rate, the amount to the

extent of such a less,

In respect of a payment except the payment
referred to in clauses (a), (b), (c) and (d), thad

person receives payment instead of the recipient
of payment, the amount equal to the value of

benefit derivable generally.

(2) The time when a payment is earned, recemdge, borne or
otherwise worked out for tax purposes in respeciafses (a) and (e)

of Sub-section (1) shall be the time when the gifieaition of amounts

Conversion in money (1) If the income of a person and the amounts to

be included and deducted in assessing the incomééan quoted in
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other currency except Nepalese rupees, such amdwts to be

converted into Nepalese rupees.

(2) If the amounts to be included or deductedamputing the
income of any person in any income year have beesregl in other
currency except Nepalese rupees, such currencyohls converted
into Nepalese rupees as per the exchange rateilprg\va the time
when the amount was received, expended, paid,herwise worked

out for taxpurposes.

(3) Notwithstanding anything contained in Subtgat (2), in
cases where the department has, by issuing a notiwating, given
permission for purposes of that Sub-section, anggemay apply the

average exchange rate prescribed by the Department.

Indirect payments: In cases where any person intends to render

benefits to other person through payments madehbypayer or a
person associated with him as follows, the Departmay, by issuing
a notice in writing, treat such other person or sipecified person as

the recipient of payment:-
(@) Where benefit is derived from any payment iactiy, or

(b)  Where the recipient of any payment is specified

Investment under joint owneaship: Any person has to allocate the
amounts to be included or deducted in computing itlteme for
purposes of computing the income earned from thestment under
joint ownership with other persons on the basiproportion of the

respective interests of the joint owners in thaestment.

Characterization of payment for compensation In cases where any

person or his associated person has received ampestsation
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amount for the following matters including paymefds insurance, at
the time of receipt of the amount for the compeiesatsuch amount
has to be included, as the case may be, in congpuhe income

earned from employment, business or investment:-

(@) Compensation for any income earned or likepéoearned by
that person from any business or investment cafigramount

to be included in the computation of that income, o

(b) Compensation for any loss suffered or likelybt suffered by
that person from any business or investment or doy

expenses to be deducted in the computation ofrtcame.

Characterization of payment under annuities, instdiment sale and

financial lease (1) Any payment made by the person who acquires a

property under annuities or installment sale ormayt made to any
person for the use of any property under a findrie@se has to be
treated as the interest and return of capital unliedebt claim under

this Section.

(2) All payments referred to in Sub-section (Bva to be
calculated in gross and the total sumthereof bdeetdivided into two

portions as follows:-

(@) Capital portion comprising all payments for
annuities as per necessity or equivalent to the
market value of any property at the time of selling

that property by installment or leasing it, and

(b) Interest portion to be set by subtracting thpital
portion from the total sum of all payments referred

to in Sub-section (1).
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In determining installments at the very time
when annuities, installment sale or financial
lease is carried out pursuant to Sub-section
(2), the seller has to provide a total payment
schedule clearly setting out the capital and
interest portions. One who cannot provide
such schedule has to treat the interest and
principal portion, annuities, installment sale
or financial lease as if they were mixed loans
with interest to be kept on adding in every
six months and allocate them in payments

as referred to in Sub-section (1).

The borrower has to pay the principal in
part and the interest in part by working out
the portion of interest in the due and
payable principal at the time of each
payment in a manner that the rate of interest
is the same during the period of loan of
payment to be made pursuant to Sub-

section (1) as if it were a mixed loan.

The following terms have to be fulfilled in
making a lease under a financial lease

pursuant to this section:-

(@) Where the lease agreement contains
an option that ownership is
transferred after expire of the validity
period of the lease or the lessee can

purchase that property at a certain
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price or a foreseen price after expire

of the validity period of the lease,

Where the period of lease exceeds
Seventy-Five percent of the useful

life of that property,

Where the estimated market value of
that property after expire of the
period of the lease is less than
twenty percent of the market value of
that property prevaiing at the

beginning of the lease,

In the case of a lease that
commences prior to the ultimate
twenty-five percent life of the useful
life of the property, where the current
value of the minimum lease payment
iIs equal to ninety percent of the
market value of that property at the
time of commencement of the period

of the lease or more than that, or

Where a property has been prepared
in a special manner for the lessee
and, after expire of the period of
lease, that property is not of practical
use for any other person except the

lessee.
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(6) Each payment referred to in Sub-section (Blle divided
into two portions pursuant to Sub-section (3), #mainterest portion
under the debt claim has to be treated as paid loe ppaid interest and

the capital portion as repayment of capital.

(7) A lessee under a financial lease shall betdéxet as the person
having ownership of the property leased, and tlssde shall be

treated as having debt claim over the lessee.

(8) The current value of the lease payment hasetcomputed

by applying discount rate equal to the normal m$¢rate.

Explanation:"Period of lease" means and includes an additipeabd

for which the lessee is entitled to have the leasewed.

Price transferring and other arrangements betweenassociated

persons (1) In cases where any provision is made betwden t
associated persons and the provision is operatgeiaarms length,
the Department may, by issuing a notice in writirdstribute,
appropriate or allocate the amounts to be includedieducted in
computing the income between those persons in authnner as to

reflect the taxable income or the payable taxtioatid be set for them.

(2) In carrying anything mentioned in Sub-sectifl), the

Department may do as follows:-

(@) To re-characterize any income, loss, amount or

source and type of payment, or

(b) Where various expenses including main office
expenses which any person had to incur to operate
any business have yielded benefits to the

associated person or persons, to allocate such
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expenses between the associated persons on the

comparative basis of the turnover of the business.

Division of income (1) If any person attempts to divide his incomghwi

another person and it appears that it will anyhessén the payable
tax, the Department may, in order not to allow siless in liability,
have the amounts to be included or deducted in ating the income

of each person adjusted by giving a notice in mgiti

(2) The transfer of the following amounts by oae more
interposed entities directly or indirectly betwegrersons and
associated persons as mentioned in Sub-secti@mdlgircumstances
where attempts are made to divide income to lesisetax required to
be paid by the persons or associated persons tue\af that transfer

shall also be included:-

(@) The amounts to be received and expenses to be

incurred, or

(b) The amounts to be received or used from any
property by the transferee of that property or
expenses incurred or payment made by that person

for the acquisition of ownership of that property.

(3) In determining as to whether or not any parduas
attempted to divide any income pursuant to Subisec(2), the
Department shall take the market value of any paymeade for the

transfer as the basis.

General rule against tax awidanceFor purposes of ascertaining the

tax liability pursuant to this Act, the Departmenay carry out the

followings:
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(@) To re-characterize any arrangement or any pértsuch
arrangement made or attempted to be made as apartax

avoidance scheme,

(b) To disregard any arrangement or any part ohsarcangement

that does not show any substantial effect, or

(c) To re-characterize any arrangement or any mdrtsuch

arrangement that does not show any substantiaéakem

Explanation: For purposes of this Section, "tax avoidance

scheme' means any arrangement with a main objedivave

avoidance of taxliability or to lessen the takility.

Chapter-8

Assessment of Net Profit from Property and Liabiliy

Net profits from property and liability : (1) The net profits derived from

the disposal of business property or liabilty obasiness of any
person for any income year shall be computed byudtag the
following losses fromthe sum of all profits dervEom the disposal of

business property or liability of that businesshat income year:-

(@) The sum of alllosses suffered in that yeanftbe

disposal of business property or liability,
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The loss that could not be deducted elsewhgte o
of the net loss suffered fromany other business of

that person in that year, and

The loss that could not be deducted out ofidéte
loss suffered from that business in any income
year or from any other business of that person in

the past.

(2) The net profits derived from the disposaltafable non-

business property of investment of any person for mcome year

shall be computed by deducting the following losfes the sum of

all profits derived from the disposal of taxablenAmusiness of that

investment in that income year:-

(@)

(b)

(©)

The sum of all losses suffered in that yeanftbe
disposal of taxable non-business property of that

investment,

The loss that could not be deducted elsewhgte o
of the net loss suffered from any other business or

investment of that person in that year, and

The loss that could not be deducted out oféte
loss suffered from that investment, any business
or any other investment of that person in any past

income yeatr.

(3) Any person can make a claim for deductiorspant to sun-

section (1) or (2) in respect of a loss sufferedrfithe disposal of the

property or liability of foreign source only to tleatent of the benefit

derived fromthe disposal of any property or ligypibf foreign source.
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(4) If any person is entitled, under Sub-sect{@h or (2) to
deduct the net loss suffered from a business agsitment in more
than one computation pursuant to Sub-section (@)phe may select

computations for the purpose of deducting that lmsggortion thereof.

Explanation: For purposes of this Act,-

(1) "Netloss" means,-

@) In respect of any business, the amount to stemethat
the loss suffered from the disposal of the business
property or liability of that business in any ina®iyear
exceeds the profit derived from the disposal ofibess

property or liability of that business in that yeand

(b) In respect of any investment, the amount to ékent
that the loss suffered from the disposal of thalbéex
non-business property of that investment in anpme
year exceeds the profit derived from the dispodal o
taxable non-business property of that investmenhat

year.

(2)  "Net loss that could not be deducted" meansngfbusiness or

investment,-

(@) The loss that could not be deducted pursuantatese
(b) or (c) of Sub-section (1) or clause (b) ord€)Sub-
section (2) out of the net loss suffered in tharyand

(b)  Any loss of that business or investment thatld¢aot
be deducted referred to in Sub-section (7) of 8ac?0,
which could not be remitted by virtue of the tinmaitl

referred to in Sub-section (1) or (2) of Section 20
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Profit and loss made from property and liability: (1) The profit derived

by any person from the disposal of any propertjiatility has to be

computed, considering it to be the extent thatdtm of the income

derived fromthat property or liability exceeds giem of the outgoings

for that property or liability at the time of dispal.

(2) The loss suffered by any person from the alssg of any

property or liability has to be computed, considgri to be the extent

that the sum of the outgoings for that propertyiatwility exceeds the

sum of the income earned from that property oriliigkat the time of

disposal.

Expenses and net expenses for property and liabiit(1) The following

expenses shall be included in the expenses foptbygerty or liability

of any person, subject to this Act:-

(@)

(b)

In respect of any property, the expenses mgde b

that person in acquiring that property, inclusive o

the following amounts:-

1)

)

The related expenses made in the
construction and production of that

property, and

Any amount required to be included in the
assessment of the income of that person as

a result of acquisition.

The expenses made by that person in obtaining

the ownership of that property or liability,

inclusive of the expenses incurred in the altergtio

improvement and repair and maintenance of the
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property or liability, and the expenses in the repa

and maintenance of the property,

(¢c) The expenses made by himin the disposal of the

property or liability, and

(d) Casual expenses made by him in acquiring the
property or bearing liability and disposing such

property or liability.

Provided that, the expenses referred to in
clauses (a), (b), (c), (d), and (e) of Sub-sec{ihn
of Section 21 and the expenses that are allowed to
be deducted in the assessment of income are not

required to be included in such expenses.

(2) The net expenses for any property or ligbildt any
particular time shall be so computed as to conglieamounts to the
extent of excess of the sum of all expenses fdrghaperty or liability

than the sum of allincomes for that property alility at that time.

(3) The amount of expenses to be deducted in atng the
income as referred to in Chapter-6 and 7 shalldeed as if they were
made in respect of the expenses for any propertialaiity, and shall
be applicable in respect of the expenses refeoad Sub-section (1).
Provided that, Section 26 shall no apply in respscthe above-

mentioned provision.

Income and net income for property and liability. (1) The following

amounts shall be included in the incomes for ttogprty or liability of

any person, subject to this Act:-
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The amounts received, in respect of the ligbili

by that person in bearing the liability,

The amounts to be received by that person in
acquiring the property or in respect of bearing the
liability, including the amounts acquired by

altering or lessening the value of the property or

increasing the liability, and

The amounts received or to be received by that
person in respect of the disposal of that property

or liability.

Provided that, the amount exempted from
tax, taxable amount subject to taxdeduction fnall
or the amounts to be included in the income in
assessing the income of that person shall not be

included in such income.

(2) The net incomes for any property or liabikityany time shall
include the amounts to the extent of excess ofithemes for that
property or liability than the sum of all expendesthat property or
liability at that time.

(3) The amount to be included in the income imgating the
income as referred to in Chapter-6 and 7 shalldemed as if they were
made in respect of the incomes for any propertlability, and shall

be dealt with pursuant to Sub-section (1).

Provided that, Section 26 shall not apply in exgpof the

above-mentioned provision.
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Disposal of property or liability: (1) If the ownership of any person

over any property ceases, he shall be deemed te tiaposed that
property. The disposal of property has to includdsasuch as
distribution of the property by the owner of theoperty,

amalgamation of the property in other propertyiaility, sale of the
property in installments or lease out to any otperson under a
financial lease, cancellation, destroy, loss, exwn or surrender of

the same.

(2) If the burden of liability of any person ceas he shall be
deemed to have disposed that liability. The disposéability has to
include acts such as settlement, cancellatiorasel@and completion of

the liability or amalgamation of liability in othéability or property.

(3) Notwithstanding anything contained in Subtgats (1) and
(2), any person shall be deemed to have disposgdoroperty or

liability in the following circumstances:-

(@) In respect of a natural person, immediatelyoleef

the death of that person,

(b) In respect of any property, if the sum of the
incomings for that property exceeds the sum of the

outgoings for that property,
(©) In respect of any property subject to debihtla

(1) If t has become a bad debt as per the
standards as prescribed in respect of a debt

claim of a bank or financial institution, and
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(2) If, in any other circumstance, that person
has reasonably believed the debt claim as

non-recoverable.

Provided that, the person has to
have already pursued all proper measures to

recover that debt claim.

If any person has started using a business
property, non-business taxable property,
depreciable property or stock-in-trade in a manner
to alter the type thereof, immediately before the

use of the altered form of that property,

In the circumstances referred to in sectionn57

respect of any entity, and

Immediately before that person has become a non
resident person, except the land or building

situated in Nepal.

(4) If any person disposes any property by legstrunder a
financial lease pursuant to Sub-section (1), tksde of that property

shall be deemed to have acquired the ownershipadfdroperty at the

(5) The following provisions shall apply for puwges of
computing the profits derived by any person from thsposal of the

property or liability:-

The amounts of net expenses for any property
under ownership of any person at the time of

commencement of this Act shall be deemed to be
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equal to the market value of the property

prevailing at that time,

The amounts of net incomes for liability of any
person at the time of commencement of this Act
shall be deemed to be equal to the amount as per

the market value of the liability prevailing at tha

time.

Disposal along with retention of property or liability: If any person

disposes any property or liability in any manndemed to in clauses
(©), (d), (e) and (f) of Sub-section (3) of Sectid@, the following

provisions shall apply:-

(@) Inrespect of property,-

1)

)

That person shall be deemed to have receiveditiount
equal to the market value of that property at ime of

disposal for the disposal, and

The net outgoings made for that property uhsit time

shall be deemed to be equal to the amount receivabl

(b)  In respect of liability -

1)

)

That person shall be deemed to have spentrioei @t
equal to the market value of that liability at ttime of

disposal for the disposal, and

The incomings derived for that liabilty pursuato
clause (1) until that time shall be deemed to beaétp

the amount of expenses.
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Disposal through installment sale or financial leas If any person

disposes any property by way of installment saldease under a

financial lease to any other person, the followm@visions shall

apply:-

(@) The person who has disposed the property beadeemed to
have received the amount equal to the market vafuthat

property at the time of disposal for the dispoaat]

(b) The person who has acquired the property thnodigposal

shall be deemed to have incurred cost in a sumléqudause

(a).

Provided that, this provision shall not be apglie

where the provision of Section 45 applies.

Transfer of property to husband, wife or former husband, wife: If any

natural person who is a divorcee or lives apartrupaving partition
share disposes a property by transferring it tohlusband, his wife or
former husband, wife, and that husband, wife oméarhusband, wife
makes a choice in writing to have this Section erdd, the following

provisions shall apply:

(@) That person shall be deemed to have obtainedjfposal, the
amount equal to the net expenses incurred immdyliaefore

the disposal, and

(b) The person who has acquired the property thmotrgnsfer

shall be deemed to have incurred cost in a sumleéqudause

(a).
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Transfer of property after death: If the ownership of any property is

disposed through transfer to any other person lmxatideath of any

natural person, the following provisions shall appl

(@) That person shall be deemed to have obtainedjdposal, the
amount equal to the market value of that propergvailing at

the time of disposal, and

(b) The person who has acquired the property thmotrgnsfer

shall be deemed to have incurred cost in a sumléqudause

(a).

Transfer between associated persons and other norank et transfers:

(1) If any person disposes any property by tramsfgrit to an
associated person or any other person for no ceratidn, the

following provisions shall apply:-

(@ The person who has disposed the property shall
be deemed to have received the amount equal to
the market value of that property at the time of

disposal for the disposal, and

(b) The person who has acquired the property
through disposal shall be deemed to have incurred

cost in a sumequal to clause (a).

Provided that, this provision shall not be
applicable where the provision of Section 43 and

44 applies.

(2) Notwithstanding anything contained in Subtgat (1), if
any person disposes any business property, nombssitaxable

property or property remaining as stock-in-trade tognsferring
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ownership over such property to any associated ope@nd the
matters contained in Sub-section (6) are fulfilethe following

provisions shall apply:-

(@) That person shall be deemed to have received th
amount equal to the net loss suffered for that
property immediately before the disposal, for the

disposal, and

(b) The person who has acquired the property
through transfer shall be deemed to have incurred

cost in a sumequal to that mentioned in clause (a)

(3) Notwithstanding anything contained in Subtsec (1), if
any person disposes any depreciable property bwsfeaing
ownership over such property to any associatedopelsy fulfiling

the matters contained in Sub-section (6), thevalig provisions shall

apply:-

(@) That person shall be deemed to have receioed, f
the disposal, the amount equal to the remaining
value of the group of the descending system
pursuant to Section 4 of Schedule-2 at the time of

disposal, and

(b) The person who has acquired the property
through transfer shall be deemed to have incurred

cost in a sumequal to that mentioned in clause (a)

(4) If any person disposes any liability by tréareng it to an
associated person pursuant to this Section ordnsterring it to any
other person without taking any value, the follogviprovisions shall
apply:-
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(@ The person shall be deemed to have incurretl cos
for the disposal in a sumequal to the market value
or the net income earned for the liability
immediately before the disposal, whichever is

lower, and

(b)  The transferee of the liabilty shall be deented
have received an amount equal to that liability in

respect of assumption of the liability.

Provided that, this provision shall not be
applicable where the provisions of Sections 43 and

44 apply.

(5) If any person disposes any liability assunmedearning
income from any of his business by transferringpitan associated
person, by fuffling the matters mentioned in Sadction (6), the

following provisions shall apply:-

(@) The person shall be deemed to have incurred cos
for the disposal in a sum equal to the net income
earned for the liability immediately before the

disposal, and

(b) The associated person shall be deemed to have
received an amount equal to that amount in

respect of assumption of the liability.

(6) For purposes of Sub-sections (2), (3) andt(fs following
matters have to be fulfiled:-

(@) The disposed business property, stock-in-tcade

depreciable property of business shall be the
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business property, stock-in-trade or depreciable
property of business of the associated person
immediately after the transfer by the person

making such disposal.

The disposed non-business taxable property,
stock-in-trade or depreciable property of any
investment shall be the business property, non-
business taxable property stock-in-trade or
depreciable property of the associated person
immediately after the transfer by the person

making such disposal.

In the case of any liability, the liability has be
transferred to the associated person for the
earning of income from any business or

investment of the associated person.

The transferor and the associated person shall
have to be residents at the time of transfer, aed t
associated person has not to be a person enjoying

tax exemption.

The ownership vested in that property or burden
vested in that liability shall continue to exsftyi

percent as the case may be.

Both of that person and the associated person
have to make request in writing in order to enforce
an option under Sub-sections (2), (3) or (5), &s th

case may be.
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Involuntary disposal of property or liability with substitution: (1) If any

person, no later than one year of the involuntagpasal of any

property in any mode out of the modes mentionesuih-section (1) of

Section 40, acquires ownership over other propeftyimilar type in

lieu of that property and makes request in writindhave this Section

applied, it shall be as follows:-

(@)

(b)

That person shall be deemed to have received, f

the disposal, an amount equal to the sum of the

following amounts:-

)

2

Net expenses for that property immediately

before the disposal, and

If the amount derived from the disposal
exceeds the expenses incurred in acquiring
the substituted property, the amount of

such excess, and

The person shall be deemed to have incurred

expenses in a sum equal to the sum of the

following amounts, in acquiring the substituted

property.

)

)

Net expenses for the disposed property

immediately before the disposal, and

If the expenses incurred in acquiring the
substituted property exceed the amount
derived from the disposal, the amount of

such excess.
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(2) If any person, no later than one year of imeluntary
disposal of any liability in any mode out of the des mentioned in
Sub-section (2) of Section 40, bears other lighdit similar type in lieu
of that liability and makes request in writing t@ave this Section

applied, it shall be as follows:-

(@ That person shall be deemed to have incurred
expenses, for the disposal, in a sum to be set by
subtracting the amount mentioned in clause (2)

from the amount mentioned in clause (1):

(1) Amount for net incomes for that liability

immediately before the disposal, and

(2) If the expenses incurred in making that
disposal exceed the amount in assuming the
substituted liability, the amount of such

excess expenses, and

(¢c) The person shall be deemed to have received a
sum equal to the sum of the following amounts, in

acquiring the substituted liability:

(1) Net incomes for the disposed liability

immediately before the disposal, and

(2) If the amount derived in assuming the
substituted liability exceeds the expenses
incurred in making the disposal, the amount

of such excess.

(3 The circumstances where involuntary

disposal is created after substitution of one
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security of any entity for another security
as a result of a change in the security of the
interest in the entity or restructuring of the

entity shall be as prescribed.

Disposal upon amalgamation of property and liabiliy: (1) If, as a result

of acquisition of any property or bearing of arapllity by any person,

any other property under ownership of, or any otiability borne by,

that person ceases or is amalgamated and thussdibfakes places,

then the following provisions shall apply:-

@)

(b)

Where net expenses were incurred for the
amalgamated property or liability immediately

before disposal, that person:

(1) shallbe deemed to have received an amount
equal to the net expenses in respect of the
disposal of the amalgamated property or

liability,

Provided that, such amount shall not
exceed the amount received by that person

for the amalgamated liability.

(2)  Shall be deemed to have incurred expenses
in a sum equal to that amount in holding
ownership or bearing liabilty of the

amalgamated property.

Where net incomes were earned for the
amalgamated liability in respect of the
amalgamated liability, immediately before the

disposal of the liability, that person:
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(1) shall be deemed to have incurred expenses
in a sum equal to net incomes for the

disposal of the amalgamated liability,

Provided that, in the case of the
amalgamated property, that amount shall
not exceed the amount spent by that person

in acquiring that property.

(2) shallbe deemed to have received an amount
equal to that amount in holding ownership

of or bearing liabilty of the amalgamated

property.

(2) Without prejudice to the matters containedSimb-section

(1), that Sub-section shall also apply to the feilfiay circumstances:-

(@) If that person carries out an act of acquisitiy

sale of any property,
(b) Ifthat person acquires the property leased, an

(© If the guaranteed liabilty is transferred blyet

transferee.

48. Disposal of property and liability through division: If the rights related

with any property owned by or the burdens relat&t any liability
borne by any person devolve on any other persankaisvay of lease

of any property or any part thereof, the followipgovisions shall

apply:-

(@ Where the rights or burdens are permanent, fifsatperson

shall be deemed to have disposed any part of tlogiepty or
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liability but not to have acquired any new propeuntyliability,

and

(b)  Where the rights or burdens are temporary otingent, that
first person shall be deemed not to have disposgdoart of

that property or liability.

Provided that, such person shall be deemed to have
acquired a new property or assumed a new liabdisythe case

may be.

Disposal through allocation of incomes and expensed) Any person

shall, in the following circumstances, allocate &xpenses orincomes
made in acquiring, bearing or disposing any propean liability
between properties and liabilties, on the basishefmarket value at

the time of acquisition, bearing or disposal, as¢hse may be:-

(@) Where one or more properties are acquired er on

or more liabilities assumed at the same time,

(b) Where one or more properties or liabilties are

disposed at the same time.

(2) If any person who holds ownership of any @by or bears
any liabilty disposes any part of that property liability, the net
expenses or net incomes of that property or ligbiihmediately before
the disposal have to be allocated in the portionthed disposed
property or liability and in the remaining portiosms the case may be,

on the basis of the market value thereof immedjaéer the disposal.
Chapter -9

Special Provisions on Natural Person
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Spouse (1) Both a resident natural person and his/hesrident
husband or wife may, by giving a notice in writinghoose to be
treated as one natural person in any specific iecgear for tax

purposes.

(2) The husband or wife out of the spouses whoosle the
provision contained in Sub-section (1) in respdcimy income year
shall be jointly and severally responsible betweach other for the

taxpayable by themin that year.

Tax adustment for medical treatment (1) Any resident natural person

may make a claim for adjustment of tax for meditahtment in any
income year for the approved medical expenditureurred by

him/herself or through any other person for himgled

(2) The tax adjustment amount for medical treatnad a natural
person in any income year shall be computed alsadging any
amount, if any, referred to in Sub-section (4)hie amount to be set by
Fifteen per cent of the approved medical treatreepénditure referred

to in Sub-section (1).

(3) Notwithstanding anything contained in Subtget(2), the
amount of tax adjustment for medical treatmentnwa by a natural

person in any income year shall not exceed thecpbed limit.

(4) In the case of any natural person in any inegear, the
excess amounts as mentioned in clauses (a) angp(i), the following
limit, may be carried forward and be included ie #timount referred to

in Sub-section (2) in the forthcoming years:-

(@ Where the amount referred to in Sub-section (2)
exceeds the limit referred to in Sub-section (8, t

amount of such excess, and
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(b) The amount to the extent that the person ederr
to in clause (a) of Section 3 is not allowed to use
tax adjustment for medical treatment because of
being less the amount of tax payable by that

person in that year.

Explanation For purposes of this Section,
"approved medical treatment expenditure” means
the approved medical treatment expenditure as

prescribed.
Chapter-10

Special Provisions For Entity

Principles of taxation applicable in respect of erties: (1) For

purposes of payment of tax, any entity shall bpoesible distinctly

fromits beneficiaries.

(2) Distributions to be made by an entity shallds mentioned
iIn Section 53, and in distribution to be so madg sthall be imposed on

its beneficiaries pursuant to Section 54.

(3) The amounts derived by and expenses bornanbgntity
shall be deemed to have been received or borne hiey entity
irespective of whether or not the entity has datithe same or borne

expenses for other person.

(4) A property under ownership of an entity ame fiability
borne by it shall be deemed to be under ownershipuaden of the
entity. Such property under ownership and liabibtyrne shall not be

deemed to be under the ownership or burden of amgr@erson.
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(5) Foreign income tax paid by the manager, beiaef of an
entity or the entity, whosoever, for the incometloé entity shall be

deemed to have been paid by the entity.

(6) Transactions between any entity and its marsagnd

beneficiaries shall be recognized subject to Chaptand Section 45.

53. Distribution by entity : (1) The following matters have to be included in

the distribution to be made by an entity:-

(@) Payment made by the entity to any of its

beneficiaries in any capacity, or
(b) Capitalization of profits.

(2) Notwithstanding anything contained in Subtgat (1), any
payment referred to in clause (a) of that Sub-sachall be deemed to

have been distributed only in the following circuarsces :-

(@) Where the payment exceed the amount paid by a
beneficiary to the entity in exchange for a
consideration likely to be obtained fromthe entity

and

(b)  Where the following amounts are not included in

the payment:-

(1) The amounts included in computing the

income of the beneficiary,

(20 The payments from which tax has been
deducted finally except for reason of

distribution.
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(3) Only if the distribution of any entity reduxcéhe value of
property or liability of that entity, such distribon shall be deemed to

be a distribution of profits or return of capital.

(4) In any of the following circumstances, a distition of any entity

shall be deemed to be a distribution of profitdjsct to Section 55:-

(@) Where the distribution is of a type referredirto
Sub-section (3) and the amount as per the market
value of the property exceeds the total amount of
capital contribution consisting of the market value
of the liabilty of the entity at the time of

distribution and of capitalized profits, as well,
(b)  Where profits are capitalized.

(5) The distribution referred to in Sub-sectiod) €hall be
deemed to be a return of capital to the extentaof-distribution of

profits.

(6) The distribution of any entity shall be deedm® be a

dividend of that entity to the extent of non-retafircapital.

Explanation: For purposes of this Section, "capitalization affjps"

means and includes any capitalization made byngshionus share or
similar other interest or increasing the paid upnsaf the interest of
that entity or crediting the profits to the premiamd capital account

of that entity.

Tax in dividend: (1) On the dividend distributed by a resident yoitl

shall be as follows:-
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(@) Tax shall be imposed on a shareholder of any
company as per the mode of final tax deduction,

and
(b) No taxshall be imposed on other entities.

(2) The dividend distributed by any non-residgatson to any
resident beneficiary shall be included in the inearmhthe beneficiary

and taximposed accordingly.

(3) Notwithstanding anything contained in Subtgec (1), in
cases where in distributing a dividend by a residemmpany to
another resident company, except for a dividendridisgted by a
resident company to an organization enjoying teemgtion, the
resident company receiving the dividend controlertty-five per cent
or more voting right of the resident company dmiting the dividend,
directly or indirectly through itself or one or moassociated entities,
no tax shall be charged on the dividend distributeduch a resident

entity.

(4) Notwithstanding anything contained in Subtgat(3), that

Sub-section shall not be applicable in the folloyvtircumstances:-

(@) Dividend distributed to any company because of
ownership of redeemable shares of the company

distributing dividend.
(b) Dividend referred to in Section 58.

(5) The incomes referred to in Chapter-8 recdevdbr the
interest of a beneficiary of an entity have to urdd the amount for

capital return made by any entity for that interest
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Provided that, the dividend distributed by thétgmeed not to

be included.

Dissolution of entity. (1) A distribution made in proportion to the

portion of profit earned by and that of capital tdruted by any
beneficiary in disposing the interests in the ceuod dissolution of
any entity shall be deemed to be the payment dfgbaividend and
partial capital of that entity, if all of the follang conditions are
fulfiled:-

(@) Where any distribution has been made by such
entity in respect of cancellation, release or
acceptance of the interest in that entity because
of, inter alia, purchase by the entity of its interest
or dissolution of the entity by following the

process of law in force,

(b) Where, except in cases of full dissolution, the
rights of the beneficiaries in the portion of ptsfi
of that entity have not been computed in proper

portion or could not be computed reasonably, and

(c)  Where the beneficiary who gets that distribat®
not an associated person with the entity after the

disposal.

(2) Notwithstanding anything contained in Subtgec(1), that
the provisions contained in that Sub-section ancti®e 53 shall not
be applicable in cases where any entity purchasesnterest of any
beneficiary in the entity through the securitieskearecognized under

the law in force and make distribution to that bierey.
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Transaction between entity and beneficiary (1) If a property is

disposed through transfer of ownership over theperty in any
manner of distribution between an entity and iteddgiary or in any

other manner subject to Section 45, it shall b bsws -

(@) The transferor of the property shall be deetoed
have received, from the disposal, an amount equal
to the market value of the property immediately

before the disposal, and

(b) The transferee of the property shall be deetoed
have incurred cost in a sum equal to that

mentioned in clause (a) in acquiring the property.

(2) If any liability is disposed through transfef the liability
between any entity and its beneficiary subjectdoti®n 45, it shall be

as follows:-

(@) The transferor of the liability shall be deemned
have incurred cost, in disposing the liability,an
sum equal to the market value of the liability

immediately before the disposal, and

(c) The transferee of the liabilty shall be deented
have received an amount equal to that mentioned

in clause (a) in assuming the liability.

(3 If any entity distributes dividends exceptofis as
dividends to any beneficiary, the amount of suchdeénds shall be

included in computing the income of the entity.

Provided that, provisions may be made to exclirdematters

contained in this Sub-section in any circumstareprascribed.
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Change in controt (1) If the ownership of any entity changes byyFif

per cent or more as compared to its ownership befibre the last
three years, the entity shall be deemed to haveodisd the property

under its ownership or the liability borne by it.

(2) If the ownership of an entity is changed antioned in
Sub-section (1), the entity shall not be allowed carry out the

following acts after such change:-

(@) To deduct interest incurred by that entity ptm
the change in ownership and carried forward

pursuant to Sub-section (3) of Section 14,

(b) To deduct the loss suffered by that entity i@

the change in ownership, pursuant to Section 20,

(c) To carry back a loss suffered after the change
ownership in any income year before such change,
pursuant to Sub-section (4) of Section 20, Section
59 or 60,

(d) To make adjustment pursuant to Sub-sectionf(4)
Section 24, in cases where it has been calculated
for any amount or expenses pursuant to clause (a)
of Sub-section (4) of Section 24 prior to the chang
in ownership, and correction has been made on
that amount or expenses pursuant to clause (b) of
Sub-section (4) of Section 24 after the change in

ownership,

(e) To make adjustment pursuant to Sub-sectioaf(1)
Section 25, in cases where any amount has been

calculated pursuant to clause (b) of Sub-section
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(1) of Section 25 prior to the change in ownership
and the right to receive that amount has been
relinquished or in the event of that being a debt
claim, such person has written off such amount as

a bad debt, after the change in ownership,

To subtract, pursuant to Section 36, the loss
suffered in disposing any property or liability qari
to the change in ownership from the income
earned fromthe disposal of the property or ligbili

after the change in ownership,

In cases where premium has been calculated
pursuant to sub-clause (1) of clause (b) of Sub-
section (4) of Section 60, prior to the change in

ownership and such premium has been returned to
the insured after the change in ownership, to claim

for credit accordingly, or

To carry forward in the forthcoming year the ta
paid in respect of a foreign income prior to the

change in ownership, pursuant to Section 71.

(3) In cases where the ownership of any entitgnges in any
manner mentioned in Sub-section (1) in any incorearythe parts
before and after the change in ownership in thednme year shall be

treated as separate income years.

@)

Provision restricting reduction of dividend tax (1) If any entity
distributes dividends as follows, it shall be dedrt® have made an

arrangement for reducing dividend tax-

Where current or expected profits are reserved,
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Where any person who acquires an interestef th
entity and the recipient of the interest or his
associated person makes any payment to the
present or previous beneficiary of the entity @r hi
associated person irrespective of whether or not it
is related to the acquisition of interest and wieeth
or not it is made at the time of acquisition of

interest,

Where the payment is fully or partly reflected
the profits of the entity, or

Where the entity distributes dividends to the
recipient of interest after the recipient of intgre
has acquired interest from the entity and the

profits covers the dividends fully or partly.

(2) In cases where dividends are distributed iy entity under

an arrangement reducing dividend tax made purst@ai@ub-section

(1), the arrangement shall be deemed to be asv&ilio

@)

(b)

The payment made by the recipient of interest o
his/her associated person shall not be deemed as
payment made by that person but as distribution
by that entity of dividends to the previous or

present beneficiary as referred to in clause (b).

The dividends distributed by that entity to the

recipient of interest shall be deemed as equal to a
sum to be set by subtracting the amount of
payment said to have been made from the

dividends as referred to in clause (a).
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Chapter-11

Special Provisions on Banking and Insurance Busings

59. Banking business (1) In computing the income or loss made by any

person carrying on a banking business from thatiness in any
income yeatr, it shall be separately computed déeibanking business

were a business distinct from any other businessedaon by that

person.

(2) If any person suffers a loss fromthe bankinginess in any
income year, that person may subtract, as presirioech loss from

the incomes of the past five income years from bthegtiness.

(3) In subtracting the loss pursuant to Sub-sec(), the

following provisions shall apply:-

(@ It shall not exceed any income earned from that

business in the past income year,
(b) It shall not exceed the total sum of loss,

(¢) The amount of loss that could not be deducbed f

purposes of Section 20 shall be lessened.

Explanation: For purposes of this Section,

"banking business"” means banking transactions
carried out by banks and financial institutions
permitted to carry out banking transactions under

the laws in force.

60. General insurance businesq1) In computing the income or loss made

by any person carrying on a general insurance legsinfrom that

business in any income year, it shall be separai@tgputed as if the
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insurance business were a business distinct fronoémer business

carried on by that person.

(2) While computing the income of any personyiag on the

insurance business in any income year, it shalldree as follows:-

@)

(b)

In income, in addition to any other amounts

required to be included, the following amounts, as

well, have to be included:-

@)

)

Amounts for premium of insurance
including premium for reinsurance received
by that person from that business in that

year, and

Amounts received in that year from
payments referred to in sub-clause (1) of
clause (b) for any contract of reinsurance,

security, guarantee or compensation.

In expenses, in addition to the amounts thathoa

deducted, the following amounts, as well, may be

deducted:-

1)

)

The payments made by that person as an
insurer in operating that business in that

year, and

The premiums included pursuant to sub-
clause (1) of clause (a) in computing the
income earned from that business in that
year or last year and returned to the insured

in that year.
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(3) It any person suffers loss from the regisdergeneral

insurance business in any income year, that persgnsubtract such

loss, as prescribed, from the incomes of that ssnearned in last

five income years.

(4) In subtracting the loss pursuant to Sub-sec(B), the

following provisions shall apply:-

(@ It shall not exceed any income earned from that

business in the past income year,
(b) It shall not exceed the total sum of loss,

(¢) The amount of loss that could not be deducbed f

purposes of Section 20 shall be lessened.

Explanation: For purposes of this Section,

"registered general insurance business"” means an
insurance business registered in Nepal pursuant to
the law in force and carrying on general business

transactions.

Investment insurance business(1) In computing the income or loss

made by any person carrying on an investment imag&dusiness
from that business in any income yeatr, it shalbparately computed
as if the investment insurance business were anbssidistinct from

any other business carried on by that person.

(2) It shall be as follows In computing the inaaf any person
carrying on the investment insurance business ynigdtome year, it

shall be as follows:-
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Except the following amounts, other amountst th

can be included pursuant to this Act have to be

included:

)

)

Amounts reinsurance for premium of
insurance including premium received by
that person in operating that business in

that income year, and

Amounts received in that year from
payments referred to in sub-clause (1) of
clause (b) for any contract of reinsurance,

security, guarantee or compensation.

Except the following amounts, other amountat th

can be deducted pursuant to this Act have to be

deducted:

€

)

The payments made by any person as an

insurer in operating that business, and

The premiums returned to the insured

referred to in sub-clause (1) of clause (a).

(3) The amounts referred to in sub-clauses (i) @p of clause
(@) of Sub-section (2) and sub-clauses (1) andf(@gpuse (b) have to

be included in the incomes and expenses for theguty or liability of

investment insurance agreement of inuest

and liability of that person.
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Amount received from insurance (1) For purposes of computing the

income of any person, the provisions containedeictisn shall apply

in respect of the amount received by that persom insurance.

(2) Notwithstanding anything contained in Subtsec (1), the
following provisions shall apply in respect of tpeofits made from

investment insurance:-

(@ In cases where a resident person makes payment
of such amount, tax shall be imposed on the

insured through final taxdeduction, and

(b) In cases where a non-resident person makes
payment of such amount, it shall be computed by

including that amount in the income of the insured.

Explanation: For purposes of this Section,

"profits made from investment insurance" means
the excess sums of payment received by any
person for investment insurance in respect of that

insurance over the premiums paid by that person.
Chapter-12

Special Provisions on Retirement Saving

Approval of retirement fund: (1) If a resident person who desires to

hold a retirement fund make an application to thep&tment for
having the retirement fund, the Department shalegapproval as

prescribed.
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(2) A natural person who is a beneficiary of teerement fund
may make a claim to have the retirement contributi@de to the fund

in any income year deducted from his taxable income

(3) Notwithstanding anything contained in Subtsect(2), the
amount claimed by any person for deduction in amgome year
pursuant to that Sub-section shall not exceed tesqoibed limit of

retirement contribution.

64. Tax in retirement fund: (1) For purposes of assessing the income of

the retirement fund, the amounts to be includedextucted pursuant

to this Act shall be included or deducted in compgithe income.
Provided that, ,-

(@ Contributions made to the fund shall not be the
income of the fund and such contributions shall

not be included in computation.

(b) Retirement payments shall not be the expen$es o
the fund and such payments shall not be deducted

in computing the income.

() Interest of any beneficiary in the retiremeand

shall not be a liability of the fund.
(2) No taxshall be levied in the income of teérement fund.

(3) If any retirement fund ceases to remain iforan of such
fund, such fund has to pay tax in a sumto belsethe rate of tax
applicable to companies, by subtracting the amaeferred to in

clause (b) fromthe amount referred to in clauge (a
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All retirement contributions paid to the fund

between the period from the date when the fund
got approval as a retirement fund and the date
when the recognition ceased to exst and all
income amounts treated as taxable incomes in

cases where Sub-section (2) is not applicable,

All retirement payments made by the fund betwee
the period from the date when the fund got
approval as a retirement fund and the date when

the recognition ceased to exst.

65. Retirement payments (1) For purposes of computing the income

earned by any natural person from the interestng approved

retirement fund, the following provisions shall &pp

(@)

(b)

Retirement payments made by the fund for the
interest in the fund have to be included in the

income, and

Notwithstanding anything contained in clausg (a

in cases where such payment is made in lump sum,
the payment to be set by subtracting Fifty percent
of the paid amount or five hundred Thousand

Rupees, whichever is higher, from the amount so
paid shall be deemed as the profit made by the
person from the disposal of his non-business

taxable property.

(2) For purposes of computing the profit madeany natural

person from the interest in any retirement fund thes not obtained

approval, the following provisions shall apply:-
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Where a resident person has made payment, tax
shall be imposed on the beneficiary in that amount

as withholding of taxfinally, and

Where a non-resident person has made payment,
that amount has to be included in computing the

income of the beneficiary.

Explanation: For purposes of this Section, "profit

made from the interest in any retirement fund that
has not obtained approval' means, in cases where
retirement payments made from a retirement fund
which has not obtained approval to a beneficiary
natural person for his interest in the fund exceed
the amounts of retirement contributions paid by
that person to that fund for his interest in thedu

the amount to the extent of such excess.

Expenses and incomes for interest in retirement fuh (1) The

expenses incurred for any property remaining asirttexest of any

natural person in any retirement fund have to idelthe followings

amounts:-

@)

(b)

All retirement contributions made by the natura

person in respect of the interest, and

Where taxhas been paid from the fund purstmnt

Sub-section (3) of Section 64, the amounts
included in the incomes for that property pursuant
to Sub-section (2) during the period from the date
when the fund got approval as a retirement fund to

the date when the recognition ceased to exst.
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Provided that, the above-mentioned
amounts shall not be included in the expenses

referred to in Section 38.

(2) The incomes for any property remaining aséerest of any
person in any approved retirement fund have taohelthe exemptions
claimed by that person pursuant to Sub-sectioro{&ection 63 for

the retirement contributions made in respect of iti@rest.
Chapter-13

International Tax

67. Source of income, loss, profit and paymentl) In cases where, in the

source of income earned from any employment, bssirog investment
of any person, the amounts mentioned in clausea)nexceed the
amounts mentioned in clause (b), the amounts toedent of such

excess shall be deemed to have source in Nepal.

(@) The amounts with source in Nepal included in

computing the income,

(b) The amounts with source in Nepal deducted in

computing the income.

(2) In cases where in the loss suffered from amployment,
business or investment of any person, the amoumtstiomed in
clause (a) exceed the amounts mentioned in cld)s#hé amounts to

the extent of such excess shall be deemed to lmwee in Nepal.

(@) The amounts with source in Nepal to be deducted
in computing the income of the business or

investment,
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The amounts with source in Nepal included in

computing the income.

(3) The amounts to be included in computing tiamime shall

be deemed to have source in Nepal in the followingumstances:-

@)

(b)

(©)

The net profits referred to in clause (c) obSu
section (2) of Section 7 or clause (b) of Sub-
section (2) of Section 9 to be set by subtracting
the loss suffered from the disposal of the property
or liabilty with source in Nepal from the profit
made from the disposal of the property or liability

with source in Nepal,

In cases where a property situated in Nepal or
liability to be borne in Nepal is included, the
profits and amounts to be included in computing
the income as mentioned in clause (d) of Sub-
section (2) of Section 7 or clause (c) of Sub-secti
(2) of Section 9,

Received payments with source in Nepal, subject

to clauses (a) and (b).

(4) In cases where a property situated in Nepallability to be

borne in Nepalis included, the source of profitoss made or suffered

from the disposal of the property or liability sha¢ deemed to have

source in Nepal.

(5) In cases where the following amounts areuidet! in the

amounts deducted in assessing the income, the eoafrcsuch

amounts shall be deemed to be in Nepal-
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The amount that can be deducted as cost
expenditure mentioned in Sub-section (1) of
Section 15 in respect of the properties situated in

Nepal,

The expenses referred to in Sub-section (1) of
Section 16 in respect of the properties situated in
Nepal, and the expenses to the extent allowed to

be deducted pursuant to Section 19, and

The payments with source in Nepal, subject to

clauses (a) and (b).

(6) The following payments shall be deemed toehswurce in

Nepal:-

(@)
(b)
(©)

(d)

(€)

Dividends paid by a resident entity,
Interest paid by a resident person,

Payment for natural resources made in respfect o
the natural resource derived fromthe land situated
in Nepal or calculated with reference to such

source,

Rent paid for the use of any property situated
Nepal,

Royalty received by any person for having
allowed any one to use any property situated in
Nepal or accepting the right to use the property or

the restriction on the use of such property,
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Amount for the general insurance paid by any
person in respect of insurance against risks in
Nepal and premium paid to that person for general

insurance,

Payments received by any person as follows by
operating inland, sea or air transport or charter
service business in Nepal except as a result of

transshipment:
(1) The carriage of departing passengers, or

(20 The shipment of mail, livestock or other

direct movable property.

Payments received by a person who carries a
business of dispatching information or news
through means of communication such as wire,
radio, optical fiber or satellte in respect of
dispatch of news or information through networks
established in Nepal, irrespective of whether dr no

such news or information is originated in Nepal,

Payments in the following circumstances inchesi

of service charges of the kinds not mentioned in
clauses (g) or (h) for doing employment or
rendering service or accepting restriction in those

acts:

(1) Where the acts are carried out in Nepal

irrespective of the place of payment, or
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(2) Where Government of Nepal is to make
payment irrespective of the place of such

acts.

()] Annuities, amount for investment insurance and
retirement pension paid by a resident person,
which does not fall under clause (i), and any
premium or other payment paid to the resident

person in order to ensure such amounts,

(k)  Gifts received in respect of a business or
investment operated from the property situated in

Nepal, and

()] The following payments except those mentioned |

clauses (a), (b), (c), (d), (e). (. (9). (h), () and
(k), above:-

(1) Payments made in respect of disposal of the
property situated in Nepal or in respect of

acquiring liability to be borne in Nepal, or

(2) Payments made in respect of activities

carried out in Nepal.

(7) Any income, loss, amount, profit or paymertept the one
which is deemed to have source in Nepal as merdiam¢he above-
mentioned Sub-sections, and the references to N@pai in this Act
shall be applicable as if they were used in theeaasany particular
foreign country for purposes of ascertaining aw/iah country such

income, loss, amount, profit or payment has soimce
Explanation: For purposes of this Section,-
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(@) "Property situated in Nepal' means the landwldings
situated in Nepal and the property other than land
building of a resident person situated in any fpmei
country or if the person is associated with a colletl
foreign entity pursuant to Section 69, inclusives hi

interest in that entity.

(b) "Liability to be borne in Nepal" means the liap of a

resident person.

Foreign permanent establishments (1) Notwithstanding anything

contained in Section 3, any foreign permanent distabent of a non-
resident person situated in Nepal shall be liablpdy tax payable on
the income of such establishment, subject to opn@visions of this

Act.

(2) The income of a person having ownership dbor@ign
permanent establishment shall be separated fronmtmame of that

establishment, pursuant to Section 69.

(3 Tax shall be imposed on the permanent estaié&nt
referred to in clause (b) of Section 3 in the inecsent abroad by the
foreign permanent establishment of a non-residendgn situated in

Nepal.

(4) The income sent abroad in any income yeathleyforeign
permanent establishment of a non-resident perstoiated in Nepal
shall be equal to the amount of dividends disteliuby that foreign

permanent establishment in that year.

Controlled foreign entities: (1) If any entity distributes dividends of

the associated income earned in any income yeaa asntrolled
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foreign entity at the end of the income year, tilshe deemed to have

distributed dividends on proportion to its benefi@s, as follows:-

(@) As per therights of the beneficiaries to ti@ime

in distributing dividends, or

(b) If the rights are not certain in a reasonald@ner,
as per the method which the Department thinks

appropriate according to the circumstance.

(2) Tax shall not be levied on the dividends mbstted by an
entity as a controlled foreign entity at the endaofy income year

except those distributed pursuant to Sub-sectipn (1

(3) The following shall be deemed to have ocalimerespect of
the dividends distributed by a controlled foreigmity pursuant to
Sub-section (1) to the beneficiaries associatetl Wit entity at the

time of distribution of dividends:-

(@) Having the characteristic equivalent to theetyp
and source of the associate income of that entity,

and

(b) Having distributed proportionately out of each
type and source the associate income of that

entity.

(4) Any tax paid by any controlled foreign entihcluding that
deemed to be paid pursuant to Sub-section (5) brs®ation (5) of
Section 52 in respect of the amounts deemed tashebdited pursuant
to Sub-section (3) has to be set aside for the finéarg associated

with that entity.
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(5) The tax set aside pursuant to Sub-sectioat(#he time of
allocation shall be deemed to have been paid byb#meficiary, and
the beneficiary may get facilty of tax adjustmdot such tax, as

provided for in Section 71.

(6) The amount to be deemed as distributed tdotreeficiary
pursuant to Sub-section (1) at the time of distidou has to be
included in the expenses for any property or igbadf the recipient

beneficiary in the entity making such distribution.

(7) The dividends distributed to the beneficimyjoying tax
exemption pursuant to Sub-section (2) at the tifiriisdribution has to
be included in the income for any property or liabof the recipient

beneficiary as an interest in the entity makinghsdistribution.

(8) For purposes of this Act, the foreign incotax paid or
foreign income tax deemed as paid by any contrdtedign entity
pursuant to Sub-section (5) or Sub-section (5) edtin 52 shall be
deemed as tax amount paid by that entity or de¢mbe paid by that

entity pursuant to this Act.
Explanation: For purposes of this Section,-

(@) "Associated income" means, in computing taxable
income of any controlled foreign entity in any imo®
year, a taxable income computed as if that enteyeva

resident entity.

(b) "Controlled foreign entity" means any non-resid
entity in which any resident person has interesdatly
or indirectly through one or more interposed nosigent
entities in any income year; and where that person

associated with that entity or where any persomeele
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to be associated with and any other resident pasrgson
exceeding four persons are associated with thatyemt

includes such entity, as well.

70. Tax chargeable on non-resident person providing war

traveling/rafting, air transport or telecommunications servce in

Nepal: (1) The taxable income of any non-resident persba operates
water traveling, charter service or air transpomny income year shall
consist of the amounts derived from the followingtsaexcept the

amounts derived from transshipment in that year:-
(@) Carriage of passengers departing from Nepal, or

(b) Carriage of the mail, animals or goods dispatth

from Nepal.

(2) The taxable income of any non-resident pergbn carries
on a business of cable, radio, optical fiber oeliise communication in
any income year shall consist of the amounts dérixeam the dispatch
of news or information through any device estalddhin Nepal,

whether originated in Nepal or not.

(3) Tax shall be levied on the amounts to beuidetl in the
taxable income of any non-resident person purstm8tib-section (1)
or (2), at the rate specified in Sub-section (&eftion 2 of Schedule-
1.

Provided that, -

(@) Those amounts need not to be computed in
computing the tax payable in respect of any due

taxable income of that person,
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The expenses related with computation of those
amounts shall not be allowed to be deducted in

computing that due taxable income, and

That person shall not be entitled to any facaf
tax adjustment from the amount of tax payable by

that person.

Explanation: For purposes of this Section, "non-
resident person” means a resident entity within the
group of associated entities with head offices

outside Nepal.

Foreign tax adjustment (1) Any resident person may claim for

adjustment of tax for the foreign income tax paydtbat person in any

income year to the extent of the tax paid for asab foreign income

of that person in that year.

(2) In computing the foreign tax adjustment cihpursuant to

Sub-section (1), it shall be done as follows :-

@)

(b)

Separate computation has to be done for
assessable foreign income having source in each

country, and

Foreign tax adjustment claim shall not be made
respect of the assessable foreign income, at the
rate of tax higher than the average rate of tax of
Nepal payable by that person in that year in

respect of each computation.

(3) Any foreign income tax paid in respect of thesessable

foreign income of any year who is not entitleddeeign tax adjustment
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facility pursuant to Sub-section (1) by virtue bétlimit provided for in

clause (b) of Sub-section (2) may be dealt witlodsws :-

@)
(b)

It may be carried forward in the coming yead a

It shall be deemed to be paid in respect of the
assessable foreign income in the future income
year of the person having source in the country

where such foreign income has been earned.

(4) Notwithstanding anything contained in Subtgec (1), any

person may give up a claim for foreign tax adjustii® which he is

entitled in any income year and also claim for ¢réxt foreign income

tax for which such adjustment facility is availairid¢hat year.

Explanation: For purposes of this Section,-

(@)

(b)

"Assessable foreign income" means the following
income to be included in the assessable income
earned by any resident person in any income year

fromany employment, business or investment:-
@ Income earned from a foreign source, or

(2) Income of a non-resident person deemed as
distributed to that resident person under

Section 69 irrespective of the source.

"Average rate of tax of Nepal' means the rdte o
tax of Nepal payable by the person referred to in
clause (a) of Section 3 in any income year of the
taxable income of that person in that year prior to
adjustment of any foreign tax of that person inttha
year.
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Chapter -14

Tax Administration and Authentic Documents

Department: (1) The Department shall be responsible for the

implementation and administration of this Act.

(2) Government of Nepal may, by a notificationtire Nepal
Gazette, establish Inland Revenue Offices underDigartment and
prescribe their working areas, in order to rendesistance to the
Department in fulfilling the responsibility of tH2epartment mentioned
in Sub-section (1). The offices of which workingeas have been so

specified shall be deemed as organs of the Depattme

(3) The Department may have the officers and o¢naloyees

as follows:-
(@) Director General,

(b) Deputy Director General, Chief Tax Administrgto
Director, Chief Tax Officer, Tax Officer and other

officer in the required number, and
(c) Otheremployees.

(4) The Director General may carry out the follogvfunctions,

subject to the direction given by Government of &lep

(@) To exercise any of the powers conferred on the

Department pursuant to this Act,

(b) To so delegate the powers referred to in cldake
as to be exercisable by any other officer subjct t

Sub-section (5) and (6),
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To so specify that all or any of the powersnafd

to in clause (a), except the power to issue public
circular pursuant to Section 75, to specify the
document referred to in Section 77, to hold
pending any reviewable decision or otherwise
affect it pursuant to Sub-section (5) of Sectioh, 11
to accept or reject, fully or partly, the matters
contained in an application made by any person
pursuant to Sub-section (7) of Section 115, to make
addition by adding offence pursuant to Section
129 or to grant authority to any officer pursuamt t
Section 82, to be exercisable by any officer

employee of the civil Service.

(5) Deputy Director General, Chief Tax Administg Director,

Chief Tax Officer and Tax Officer who acts as theet of Office may

carry out the following functions, subject to thieedtion given by

Government of Nepal or the Director General:-

(@)

To exercise the powers conferred on the
Department pursuant to this Act, other than the
power to issue public circular pursuant to Section
75, to specify the document referred to in Section
77, to hold pending any reviewable decision or
otherwise affect it pursuant to Sub-section (5) of
Section 115, to accept or reject, fully or parthe
matters contained in an application made by any
person pursuant to Sub-section (7) of Section 115,
to make addition by adding offence pursuant to
Section 129, and
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(b) To so delegate such powers as to be exercisable
by any other officer of the Department subject to
Sub-section (6).

(6) Any other officer of the department excepe tBirector
General, Deputy Director General, Chief Tax Adnirasor, Director,
Chief Tax Officer or Tax Officer who acts as theigflof Office may

carry out the following functions:-

(@) To exercise any powers delegated to that office
out of the powers conferred on the department,

except the following powers:

(1) To issue public circular pursuant to Section
75, to specify the document referred to in
Section 77, to hold pending any reviewable
decision or otherwise affect it pursuant to
Sub-section (5) of Section 115, to accept or
reject, fully or partly, the matters contained
in an application made by any person
pursuant to Sub-section (7) of Section 115,
to make addition by adding offence

pursuant to Section 129, or

(2) To grant authorization to any officer
pursuant to Section 82 or issue a notice

pursuant to Section 109.

(b) He/she shall not be entitled to re-delegatg an
power delegated to him/her.

73. International agreements (1) In cases where any income of any

person is taxable pursuant to this Act or the lanfsrce and the same
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income is also taxable in a foreign country, Gowaent of Nepal may
conclude an international agreement with the foresguntry for the

avoidance of double taxation.

(2) This Sub-section shall be applicable in casdsere,
pursuant to any international agreement concluded Wepal, the
competent authority of the other country requehlts Department to
collect in Nepal the amount payable by any persba & in arrears of

that amount, pursuant to the taxation law of ttaeocountry.

(3) In cases where Sub-section (2) is applicabieDepartment
may, for the purpose of sending that amount to t@npetent
authority, send a notice in writing to the persdrowvis in arrears of tax
and require him to pay such amount to the Departméhin the date

mentioned in that notice.

(4) This Sub-section shall be applicable in castere any
international agreement contains a provision umdach Nepal has to
exempt income or payment or has to apply the redues rate to

income or payment.

(5) In cases where Sub-section (4) is applicahie, of the
following entity shall not be entitled to enjoy taxemption or tax

deduction facility:-

(@) An entity who is considered as a resident ef th
other party of the agreement for purposes of the

agreement, and

(b)  Where Fifty percent or more portion of the \exbt
ownership of that entity is owned by natural
persons or by the entities in which any natural

person has no interest and, for purposes of the
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agreement, the persons or entities are residents of
both Nepal and of the other country party to the

agreement.

Explanation: For purposes of this Section,
"iInternational agreement’' means any treaty or
agreement containing the following provisions,
concluded with any foreign government and

applicable to Nepal:

(@) To avoid double taxation and prevent fiscal

evasion, or

(b) To render reciprocal administrative
assistance in the implementation of tax

liability

Taxpayer's rights: (1) Any taxpayer shall not be entitled to exegcis

any of the rights mentioned in Sub-section (2) with fuffilling the

duties required to be fulfiled pursuant to thistAc

(2) In the context of paying tax pursuant to tAist, a taxpayer

shall have the following rights:-

(@)
(b)

(©)

(d)

The right to be treated with honour,

The right to receive information on tax related

matters pursuant to the laws in force,

The right to have an opportunity to furnish @i©

in defense on taxrelated matters,

The right to appoint a legal practitioner odaar

for defense, and
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(e) The right to have tax related secret matters
inviolable except as otherwise mentioned in this
Act.

Explanation: For purposes of this Section,

"taxpayer® means a person on whom tax is

imposed and collected as mentioned in Section 3.

Public circular: (1) In order to bring about uniformity in the

implementation of this Act and simplify tax admim&ion and give
guidelines to the officers of the Department asl aslthe persons
affected by this Act, the Department may issuetamitpublic circulars,

accompanied by explanations, on the provisions rnmattgs Act.

(2) The Department shall make available the t@rcussued
pursuant to Sub-section (1) in the Department aniyn other places as

per necessity or through any other means.

(3) The Department shall be compelled to takéaaccording
to the circularissued pursuant to Sub-sectiomifl@ss and until such

circular is revoked.

Advance ruling: (1) If any person makes an application in writtoghe

Department for the removal of any confusion asht® application of
this Act to any arrangement proposed or acceptesuloi person, the
Department may issue its version by an advancegs prescribed,

by notifying the person in writing.

(2) Notwithstanding anything contained in Subtgec (1), the
Department shall not be entitled to issue an adeaning referred to
in Sub-section (1) on any matter of confusion ommdirin the
implementation of this Act in cases where such enastsub judice in
the court or has already been decided by the court.
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(3) In cases where any person acts as followsr po the
issuance of an advance ruling pursuant to Subesectl), the
Department shall be compelled to implement this #&sper that ruling

until the ruling issued to that person remainsadali

@) If the full and actual statements of the matter
related to that ruling are presented to the

Department, and

(b) If the arrangement corresponds to the point
mentioned in the application made by that person

for the ruling.

(4) In cases where the public circular issuedpant to Section
75 and the advance ruling issued pursuant to Saotiese(l) are
mutually contradictory, priority shall be giventioe matters mentioned
in the advance ruling in the case of the persowtiom such ruling

has been issued.

(5) Prior to the issuance of the advance rulingspant to Sub-
section (1), the Department may give an opportutoitshe applicant to
furnish further statements, if any, in person orotlgh his

representative.

Format of documents (1) The Department may, from time to time, so

specify the mode of submission and formats of neagsdocuments,
statements including income returns, tax deducttetements and
formats of records that are required under this akat the rules framed
under this Act, the notices, information and detagquired for the

effective implementation of this Act are incorp @t
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(2) The Department shall make available the fosmaferred to
in Sub-section (1) in the Department and in anyeofilaces specified

by the Department and through any other means.

Permanent account number (1) The Department shallissue an identity

number called as permanent account number to amgopefor

purposes of identifying that person, subject te thct.

(2) The Department may order any person to mantig/her
permanent account number in any income returngsitt, version or

other document to be used for purposes of this Act.

(3) Government of Nepal may specify the circumsts where

any person has to show or mention his/her permaaeadunt number.

Sernvice of documents (1) Any document required to be given or

delivered to any person pursuant to this Act shaldeemed to have

been given or delivered to that person in the ¥aflg circumstances:-

(@) Where it is sent to the faxnumber or emailradd

of that person,

(b) Where it is delivered by hand to whomit hab&
delivered or to the manager of an entity, in the

case of the entity, or

(c) Where it is sent by a registered post to his
resident, office, business or other address to the

extent known.

(2) Any document so signeéncryptedor encoded through
computer technology or written in it as indicatitige name and

designation of the competent authority of the Dapant and issued,
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served or given pursuant to this Act shall be deketoehave met

requirements.

Defective documents (1) Any document issued under this Act shall

not be deemed defective in the following circumstst

(@) Where it is consistent with this Act substaliytia

and

(b)  Where the person who is addressed in a document

is normally indicated in the document.

(2) In cases where any documents issued by the riDegrat
pursuant to this Act contains any error and theretoes not give rise
to any dispute as to the interpretation of this Acthe fact of any
specific person, the Department may make amendméhé document

for purposes of rectifying such error.
Chapter-15

Records and Information collection

To maintain records or documents (1) Each person who is liable to

pay tax pursuant to this Act has to maintain in &lgpe following
necessary documents, in addition to the documesqsiined to be
maintained in the format or type as prescribedh®y@epartment or to

be certified or authenticated by audit or in otimanner:

(@) Necessary information and documents supporting
the income returns or any other documents
required to be submitted to the Department

pursuant to this Act,
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(b) Documents assisting to assess the tax payable b

him,
(c) Documents supporting the deduction of expenses.

(2) Except as otherwise specified by the Departrbg issuing a
notice in writing, the documents referred to instiBection have to be
safely retained for at least Five years from thiead expiration of the

concerned income year.

(3) In cases where any document referred to msction (1) is
not in the Nepali or English language, the Depantmesay, by issuing
a notice in writing, require the concerned person submit the
translated version of such document in the Nepaljliage done, at
such person's own cost, by a recognized translatder the law in

force.

Powers of Department to obtain information (1) The officer of the

Department may do the followings in order to impdermthis Act:

(@) To have fullor unhindered access to any presnis
places, documents or properties situated in Nepal,

subject to the laws in force,

(b) To obtain any portion of or duplicate copy bét
document including an electronic copy of the
documents to which there is an access pursuant to

clause (a),

(© In cases where the concerned officer thinkg tha
the document to which there is an access pursuant
to clause (a) is an evidence that could be

necessary to assess tax liabilty of any person
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pursuant to this Act, to take such document in his

custody, and

(d) In cases where any person having access to any
document who is requested to provide a duplicate
copy of such document does not provide it, and
the officer thinks that such document is kept in
any property in any form, to take such property in
own custody in order to have access to such

document.

(2) No officer shall be entitled to exercise gwwvers referred to
in Sub-section (1) without having authority in wrg from the
Department. In cases where, in entering to any ipesor places in
exercise by any officer of the powers referrecht&ub-section (1), the
possessor of such premises or places or the péawng access to
any concerned document or property requests to shewuthority of

the Department, such officer has to show such aitynio them.

(3) In cases where any officer of the Departmemd enters to
any premises or places in exercise of the powdesreel to in Sub-
section (1) so requests, the possessor of suchisg®mr places or
the person having access to any concerned documn@ndperty has
to provide all proper facilties and assistance tfog effective use of

the powers.

(4) The Department may hold in its custody theuwent or
property taken in its custody pursuant to clauseo(c(d) of Sub-

section (1) until the following time:

(@) In the case of any document taken in custody

pursuant to clause (c) of Sub-section (1) until the

118



83.

www.lawcommission.gov.np

time the document is required to assess taxtgbili
of any person or for any other action pursuant to
this Act, and

(b) In the case of any property taken in custody
pursuant to clause (d) of Sub-section (1), ungl th
time when access to the document in question is

gained and it is taken in custody.

(5) The person whose document is taken in cuspaglguant to
Sub-section (4) may inspect such document and rbégiroa copy of
or copy down a portion of such document at histhen cost within

office hours and under supervision as prescribethbyDepartment.

(6) Notwithstanding any provision made on prgéeor public
interest in respect of having access to the doctsnequired for the
implementation of this Act, the provisions containia this Section

shall apply in that respect.

Explanation: For purposes of this Section, "possessor' means,
respect of any premise or place, a person havingeoship of,

manager of the premise or place or any other persmaining there.

Power to obtain information by notice (1) The Department may, by

giving a notice in writing, order any person withwithout liability to

pay tax pursuant to this Act to do as follows:-

(@) To submit any information specified in the geti
within the time specified in the notice, also by

preparing any document,

(b) To be present at the Department in the plack an

time specified in the notice before the officetlod
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Department for inspection on the tax related

matters of that person or any other person,

(¢) To submit, for purposes of inspection, any
document mentioned in the notice that is under his
control at the time when that person is examined

pursuant to clause (b).

(2) Any person who is to be examined pursuartdase (b) of
Sub-section (1) shall have the right to have legal other

representation during such examination.

(3) Notwithstanding any provision made on anyif@ge or on
public interest in respect of having access todbeuments required
for the implementation of this Act, the provisionentained in this

Section shall apply in that respect.

Governmental secrecy (1) Any officer and other employee of the

Department shall maintain secrecy of all documeartd information
that come to his custody or knowledge in the cowfearrying out

his duty pursuant to this Act.

(2) Notwithstanding anything contained in Subtg&ec (1), any
officer of the Department may disclose, as follotvs&e document or

information referred to in Sub-section (1) to tbéofwing persons:-

(@) To the extent that it is necessary to carrytbet

duty of that officer pursuant to this Act,

(b) In cases where is so ordered by any court or
tribunal in respect of administrative review or

action pursuant to this Act,

(c) Before the Minister for Finance,
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In cases where it is necessary to disclose for

purposes of any other financial law,

In cases where it is necessary for any peraon i
the service of Government of Nepal for any acts
relating to revenue or statistics, before such a

person,

In cases where it is necessary in the course of
carrying out the duty, before the Auditor General
or any person authorized by the Auditor General,

or

Before the competent authority of the governtmen
of any country with which Government of Nepal
has concluded an international agreement, to the
extent as provided for in such agreement in that

respect.

(3) Any person, court, tribunal, body or officieho obtains any
document or information pursuant to Sub-sectiorns{fll keep secret

such document or information except to the mininaxtent required.

Chapter-16

Payment of Tax

Time, place and mode of payment of tax(1) Tax required to be paid

under this Act has to be paid in the place and nasderescribed.

(2) Taxrequired to be paid under this Act ha®éopaid in the

following time, subject to Sub-section (1):-
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(@ Inthe case of one who has to pay by withhgldin
advance tax, in the time mentioned Sub-section (4)
of Section 90,

(b) In the case of one who has to pay tax in
installments, in the time mentioned in Sub-section
(1) of Section 94,

(¢) In the case of one who has to pay the assessed

tax-

(1) On the date when the income return is to be
submitted in respect of assessment of tax

referred to in Section 99,

(2) Within the time limit as specified in the tax
assessment notice delivered pursuant to
Section 102 in respect of tax assessed

pursuant to Sub-section (2) of Section 99,

(3  Within the time limit as specified in the tax
assessment notice delivered pursuant to
Section 102 in respect of amended tax
assessment made pursuant to Sub-section
(2) of Section 99,

(d) In respect of the amounts required to be paid t
the Department as per any notice issued pursuant
to Sub-section (8) of Section 104, Sub-section (1)
of Section 109, or Sub-section (1) of Section 110,

on the date mentioned in the notice,
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() In respect of a liability fixed upon failure ahy
entity to pay tax pursuant to Sub-section (2) of
Section 107, at the same time when the entity has

to pay tax,

® In respect of the amounts required pursuant to
Sub-section (3) or (4) of Section 108, within seven
days of the date on which the amounts are
adjusted by auction sale gradually or on which the

amounts cannot be so adjusted, and

(@) In respect of the fees and interest assessed
pursuant to Section 122, on the date as mentioned

in the assessment notice.

(3) The date on which tax has to be paid shalbmoaffected in

the following circumstances:-

(@) An action taken by the Department pursuant to

Chapter-20 to recover tax, or
(b)  Other action has commenced, pursuant to thts Ac

Bvidence of payable tax The certificate signed by the officer of the

Department, indicating the name, address of any@erand the
amount of tax required to be paid by that persoalldie an ample
evidence for the amount of tax required to be gidhat person, in

the following actions:-

(@) Any action taken by the Department pursuanthapter-20 to

recover tax, or

(b)  Any action on any offense pursuant to Chap8r-2
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Chapter-17

Withholding on Payment

Withholding of tax by employer: (1) In making payment which has

source in Nepal and is to be included in computimggincome derived
by any employee or worker, each resident employell sdeduct

(withhold) tax at the rate referred to in Schedlle-

(2) The liability of an employer required to wiibld tax pursuant
to Sub-section (1) shall not decrease or end byeirof the

followings:-

@) In cases where the employer has the right or du
to deduct or hold up or subtract any other amount

fromthe said payment, or

(b) In cases where the income earned by the employe
or worker from employment cannot be subtracted

pursuant to other laws in force.

Withholding of tax in_making payment for _investment return _and

service charge (1) In making payment by a resident person for

interest, natural resource, rent, royalty, sercicarge having source in
Nepal, and if the person is an approved retirenfiend, in making
payment of amount of any retirement payment, thesge shall
withhold tax at the rate of Fifteen percent of ttoeéal amount of

payment.

Provided that, tax shall be withheld from provitddund and
gratuity paid by the approved retirement fund, oatythe rate of six

percent.
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(2) In making payment by a resident person fedaind, profit
made from investment insurance having source inaNepprofit made
from unapproved retirement fund, the person shigihwld tax at the

rate of ten percent of the total amount of payment.

(3) Notwithstanding anything contained in Subtgat (1), in
making payment of interest or of an amount in thienfof interest as
follows to any natural person for the deposit, albar financial
institution shall withhold tax at the rate of Sierpent of the total

amount of payment:-
(@) Which has source in Nepal, and

(b)  Which is not related with the operation of

business.

(4) Notwithstanding anything contained in Subtgets (1), (2)
and (3), this Section shall not apply to the follogvpayment:-

(@) Payment related to the operation of a business
carried on by a natural person or any other

payment except for the house rent,

(b) Interest paid to a resident bank or other rstid

financial institution, or

(c) Payment enjoying tax exemption or payment diabl

to taxwithholding pursuant to Section 87.

Tax withholding in making payment of contraction or contract: (1) In

making payment of a sum exceeding Fifty Thousamghees for

payment of general insurance premium or contractiocontract, a

resident person shall withhold tax at the rate wé @nd half percent of
the total amount of payment.
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(2) The amount referred to in Sub-section (1)lldiefixed also

by adding any other payments, if any, made by saerhon or his/her
associated person under the same contract to tls@mper his/her

associated person entitled to payment under thatract in the past

Ten days.

(3) Notwithstanding anything contained in Subigat(1), tax
shall be withheld as follows from payment made hy aesident

person to any non-resident person under any cdiragcr contract:-

@)

(b)

Where the Department has given that resident
person a notice in writing, at the rate specified i

the notice, or

As referred to in Sub-section (1) in any other

circumstances.

(4) Notwithstanding anything contained in Subtgect (1), this

Section shall not apply to the following payments:-

@)

(b)

Payment made by natural persons excepts the
payments made in the course of operation of any

business, or

Payments enjoying tax exemption or payments

liable to tax withholding pursuant to Section 87 or

88.

Statement and payment of tax withheld(1) Each person who has to

withhold tax has to submit to the Department aesteint setting out

the following matters in such mode and format ascsfigd by the

Department within Fifteen days of expiration of eaaonth:
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(@) Payment subject to tax withholding made by the
person withholding taxto the person subject to tax
withholding pursuant to Sections 87, 88 or 89 in

that month,

(b) Name, address of the person subject to tax
withholding and the permanent account number in
the case of one who has permanent account

number,

(c) Amount of tax withheld in making each payment

except that mentioned in Sub-section (3), and

(d) Any other information as specified by the

Department.

(2) The person withholding tax shall pay to thepBrtment the
amount of tax withheld or deemed to be withheldspant to Sub-
section (3), along with the statement referred ndSub-section (1),

within the time-limit referred to in Sub-section.(1

(3) Even though the person liable to withhold teas not
withheld tax pursuant to Section 87, 88 or 89,ttheshall be deemed to

withheld at the time when it has to be withheld.

(4) The person withholding tax shall pay the antoof tax
withheld pursuant to Section 87, 88 or 89 or deeieetie withheld
pursuant to Sub-section (3); and in cases wheresgabon (5) is
applicable, the person subject to tax withholdifalspay the tax
within Fifteen days after the period referred t&inb-section (1).

(5) In cases where the person withholding taxsdoat withhold

or pay tax as follows, both the person subjectatowithholding and
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the person withholding tax shall be jointly and selly liable to pay

the amount of taxto the Department:

@)

(b)

In cases where the person withholding tax does
not withhold tax from any payment pursuant to
Sections 87, 88 or 89, and

In cases where the person withholding tax does
not pay to the Department the amount of tax
deemed to be withheld pursuant to Sub-section (3)
within the date on which tax has to be paid

pursuant to Sub-section (4).

(6) In cases where the person withholding talkatids taxand

pays it to the Department pursuant to Sections887r 89 and the

person subject to tax withholding makes any clant@that payment

subject to tax withholding, that amount shall beated as if it were

paid to the person subject to taxwithholding.

(7) In cases where the person withholding taxsp&y the

Department the amount of tax not withheld pursuargections 87, 88

or 89, he may recover the amount equal to the atmoutax so paid

fromthe person subject to taxwithholding.

Tax withholding certificate: (1) The person withholding tax shall

provide the tax withholding certificate, as follows the person

subject to taxwithholding at the time as specifie&ub-section (2):

@)

(b)

Having been certified in accordance with the

manner, if any, as prescribed by the Department,

Setting out the amount of taxwithheld pursutant

Sections 87, 88 or 89 and the paid amounts.
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(2) The tax withholding certificate setting oletperiod of tax
withholding has to be provided within Fifteen daysm the date of

expiration of the month in which taxis withheld.

(3) Notwithstanding anything contained in Subtsec (1), in
cases where taxis withheld pursuant to Sectioth@tax withholding

certificate has to be provided as follows:-

(@) The certificate shall be valid only for the ipdr
when the employee continues to serve in that

income yeatr.

(b) The certificate has to be provided within Tirt
days from the expiration of that year or in cases
where the employee leaves employment in the
person withholding the taxin that year, it hadhéo
provided within thirty days from the date of his

leaving employment.

92. Payment from which tax is withheld finally: (1) The following

payments shall be treated as payments from whighistavithheld

finally:-
(@) Dividend paid by a resident company,

(b) Rent paid for the land or building and fixtusd
equipment appurtenant thereto having source in
Nepal to other natural person except one who is

carrying on business,

(c) Profit paid by a resident person for investment

insurance,
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(d) Profit paid by a resident person for the inse¢ref

an unapproved retirement fund,

(e) Interest paid by a bank or financial institatias

mentioned in Sub-section (3) of Section 88, and

® Payment subject to taxwithholding made to ano

resident person pursuant to Sections 87, 88 or 89.

(2) In cases where the person withholding taxher person
subject to tax withholding pays to the Departmdrg amount of tax
withheld from the payment from which taxis withtéihally pursuant
to Sections 87, 88 or 89 or the amount of tax deletoehave been
withheld pursuant to Sub-section (3) of Sectiont®8,person referred
to in clause (c) of Section 3 shall be deemed teHalfiled the tax

liability

Adjustment facility and inclusion of tax not to bewithheld finally : (1)

In cases where any taxis withheld from any paynenpurposes of
computing the amount of such payment, such taxheith amount

shall be treated as a portion of that payment.

(2) In cases where any taxis withheld from aayrpent except
the payment from which tax is withheld finally, therson subject to
tax withholding shall be deemed to have paid thewr of tax as

follows:-

(@ The amount of tax withheld from payment

pursuant to Sections 87, 88 or 89,

(b) In cases where the person withholding tax er th
person subject to tax withholding pays to the

Department the amount of tax referred to in Sub-

130



www.lawcommission.gov.np

Date on which payment has to Amount to be paid

be made

By the end ofPoush (mid 40% of the estimated tax which exceeds

January) the already paid tax

By the end ofChaitra (mid 70% of the estimated tax which exceeds

April) the already paid tax

By the end ofAshad (mid 100% of the estimated tax which

July) exceeds the already paid tax

section (3) of Section 90 or the amount of tax
deemed to have been withheld from payment, such

amount.

(3) The person subject to tax withholding may enakclaim for
adjustment of the amount referred to in Sub-sec{@nonly to the
amount of tax payable in the income year in whichttpayment is

made.
Chapter-18

Installment

Payment of tax in installment (1) A person who has or wil have

assessable income in any income year from any basior investment

has to pay taxin three installments as follows:
Explanation: For purposes of this Sub-section,-

(@) "Estimated taX' means the estimated tax inaiimént

computed by any person liable to pay taxin inskt
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pursuant to Section 95 at the time when the ima¢alt

taxis to be paid in any year.
(b) "Already paid tax' means the following totaksu

(1) The amount of tax paid in that income year by a
prior installment before the date on which the

installment in question is to be paid,

(2) The amount of tax deducted from the payments to
be included in computing the income of any
person in any income year pursuant to Chapter-17
before the date on which the installment in

guestion is to be paid in that year,

(3) In cases where the agent withholding tax or the
person subject to tax withholding pays to the
Department the amount of tax deemed to be
withheld from the payment referred to in clause (2)
pursuant to Sub-section (3) of Section 90 in that
year before the date on which the installment is to

be paid, such amount of tax, and

(4 The amount of tax adjustment for medical
treatment expenses which that person may claim
pursuant to Section 51 in respect of the accepted
medical treatment expenses incurred by that
person before the date on which the installment is

to be paid.

(2) Notwithstanding anything contained in Subtget (1), in

cases where the amount of installment to be paidyant to that Sub-
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section is less than Two Thousand Rupees, amounsuch

installment need not to be paid.

(3) The person paying installment shall be alldwe deduct the
amount of tax paid by way of installment in any yparsuant to this

Section for the taxchargeable in that year.

Return of estimated tax to be paid(1) Every person who has to pay

installment in any income year has to submit to Bepartment a
return, in such format and manner as may be ptesttrsetting out the
estimates of the following amounts of that persontihat year within

the date on which the first installment of taxeslte paid in that year

pursuant to Section 94:-

(@) Assessable income that could be earned by that
person from each source of employment, business
and investment in that year and source of such

income,

(b) Taxable income of that person that could be
earned in that year and the amount of tax to be
paid by the person referred to in clause (a) of
Section 3, which is computed pursuant to Section
4 without subtracting the amount of tax adjustment

for medical treatment expenses,

(© In respect of a non-resident person's foreign
permanent establishment situated in Nepal, the
amount of income sent abroad by such foreign
establishment in that year and the amount of taxto
be paid by the person referred to in clause (b) of

Section 3, which has been computed in that
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income pursuant to Sub-section (5) of Section 4,

and
(d) Any other details specified by the Department.

(2) The sum total of the amount of tax mentiomedlauses (b)
and (c) shall be the estimated tax payable by #regn referred to in

Sub-section (1) in that income year.

(3) In computing the foreign tax adjustment anioum be
claimed pursuant to Section 71 in order to makestimation of the tax
to be paid in any income year pursuant to clauyef(Bub-section (1),
only the foreign tax paid by any person in thatryeathe foreign
income tax estimated by him as payable in that yess to be

computed.

(4) Unless and until any person paying instalimefh tax
submits to the department the amended estimatengetdut the
necessary information and the reasons for amendimetite format
referred to in Sub-section (1), the estimate magéim pursuant to

that subsection shall remain valid throughout tto®me year.

(5) Notwithstanding anything contained in subgact2), the
amended estimate submitted by any person purswaBulb-section
(4) shall be applicable only in computing the ilgtant of taxto be
paid pursuant to Section 94 in that income yeasrdtie date of its

submission to the Department.

(6) Notwithstanding anything contained in Subtgets (1) and
(5), the Department may so specify that any pemariass who has to
pay installment of tax is not required to submiteastimate pursuant to
Sub-section (1).
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(7) Notwithstanding anything contained in Subtget (2), in
cases where any person who has to pay installmetexadoes not
submit an estimate in any income year pursuantuto-sction (1) or
where the Department is not satisfied with the stibthestimate or
amended estimate or where it is so specified punsteaSub-section
(6) that any person is not required to submit atimese to pay

installment of tax, the Department may do as fodlew

(@ The person referred to in clause (a) or (b) of
Section 3 may make an estimate of the estimated
taxto be paid by him/her in that year on the basis
of the tax required to be paid by him/her in thst la

income year, and

(b) In cases where the Department is not satisvidu
the estimate prepared pursuant to clause (a), the
method used to prepare the estimate and the
estimate submitted by the person, the Department
shall give a notice in writing setting out the
reasons therefor to the person who has to pay

installment.

(8) In cases where the Department gives a notidée person
who has to pay installment pursuant to Sub-sedciijrthe amount of
estimated tax to be paid by that person in that gkall be the amount

estimated by the Department.
Chapter-19

Income Return and Assessment of Tax
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Income return: (1) Each person shall, within three months ofraxon

of an income year, and subject to Sections 97n88180, submit an

income return of that year in the place as spekchig the Department.

(2) The income return referred to in Sub-sectibnshall be as

follows:

(@ It has to be prepared in the manner and foawat

specified by the Department, setting out the

following matters:

€Y

)

3)

(4)

)

Assessable income earned by that person
from each employment, business or
investment in that year and source of such

income,

Taxable income of that person in that year
and the tax to be imposed on the person
referred to in clause (a) of Section 3 in

respect of that income,

The income sent abroad in that income year
by a non-resident person's foreign
permanent establishment situated in Nepal,

and the taximposable in that income,

Tax deduction, installment or amount of any
assessed tax paid in that year by any
person in a manner to have tax adjustment

pursuant to Sections 93, 94 or 100,

Amount of taxdue and payable to be set by

subtracting the tax paid by that person in
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that year pursuant to sub-clause (4) from
the amount of tax mentioned in sub-clauses
(2) and (3), and

(6) Any other information and details as

specified by the Department.

(b)  The income return has to be signed by thatqrers
or manager, covenanting that it is true and

complete, and

(¢c) The income return has to be accompanied by the

followings:

(1) The certificate of withholding of tax
pursuant to Section 91 for the payment
received by any person in the year of

submission of the income return,

(2) Any details made available to that person

pursuant to Sub-section (4),

(3 Evidence of choice, if any, made pursuant

to Sub-section (4) of Section 4, and

(4  Any other information and details as

specified by the Department.

(3 In cases where any person, except in capazityan
employee, prepares or assists in preparing themac@turn of any
other person or the documents or details to beragaaied with the
income return in lieu of any payment, such a persas to certify the

following matters:-
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(@) Having examined the documents maintained by

other person pursuant to Section 81, and

(b) Having the circumstances in question been

actually reflected from the details or information.

(4) If the person required to certify the retypursuant to Sub-
section (3) refuses to certify, information, sejtinut the reasons for
such refusal, has to be given to the person whos@me return is to
be certified.

(5) The Department may, in the following circuaistes, require
any person to submit the income return of an incge® or any part
of the income year within the time-limit mentioniedhe written notice
given by it to such person subject to Section ¥ po the due time-
limit for submission of the income return of th&ame year pursuant
to Sub-section (1):-

@) In cases where that person becomes bankrupt,

insolvent oris dissolved,

(b) In cases where that person is to leave Nepalfo

uncertain period of time,

() In cases where that person is leaving the aiotgb

carried out by him/her in Nepal, or

(d) In cases where the Department otherwise thinks

proper.

Submission of income return not required Except where the

Department issues a written order, the followingspa shall not be
required to submit the income return for any incorear pursuant to
Section 96:
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(@ Out of the persons mentioned in clause (a)ewitiGn 3, any
person who is not required to pay taxin that inegmar,

(b) The person mentioned in clause (c) of Sectiam tBat income

year, or

(¢)  Any resident natural person in whose respebt$ection (3) of

Section 4 applies in that income year.

Extension of time-limit for submission of income réurn: (1) In cases

where any person who has to submit an income rgiursuant to
Section 96 makes an application in writing, wittilme time limit for
submission of such return, to the Department feraktension of time
limit, the Department may extend the time-limit ®mubmission of the
income return if the reasons are reasonable. Irafoom of the decision
made by the Department on the application so madéhe extension

of time limit has to be given in writing to the dppnt.

(2) The department may extend, at one time oesdvimes, the
time limit for a period not exceeding three montbsubmit the income

return pursuant to Sub-section (1).

Assessment of tax(1) In cases where any person has submitted the

income return of any income year, setting out tilewing amounts,
on the date of submission of the return, the tathefincome return

shallbe deemed as if it were assessed:-

(@) The amount of tax mentioned in the income retur
and payable by the person mentioned in Clauses

(@) and (b) of Section 3in that income year, and

(b) The amount of tax mentioned in the income rerun

and due and payable in that year.
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(2) In cases where any person does not submitinteme

return of any income year, tax shall be deemedaieltbeen assessed

as follows on the due date for submission of tkkedturn until the tax

return is submitted:-

@)

(b)

The amount of tax payable by that person i tha
year shall be equal to the sum of the amount of tax
deducted from the amount received pursuant to
Chapter-17 and the amount paid in installment for

that year pursuant to Chapter-18, and

Tax shall not be deemed due and payable as per

taxassessment.

Self-assessment of tax(1) Section 99 shall be applicable in cases

where the income return of any income year or aay @f any income

year has to be submitted pursuant to Sub-sectjoot Gection 96.

(2) Notwithstanding anything contained in Subtgat (1), in

the circumstances mentioned in Sub-section (5)exti®n 96, the

Department may, based on the following amountsessdhe tax of

that person in a justifiable manner:-

(@)

(b)

The amounts mentioned in sub-clauses (1X3R),
and (4) of clause (a) of Sub-section (2) of Section

96, for any income year or any part of that yeatr,

The amounts due and payable under sub-clause
(5) of clause (a) of Sub-section (2) of Section 96,

for any income year or any part of that year.

(3) The following provision shall be applicable cgases where

taxis assessed pursuant to Sub-section (1) er (2):

140



101.

www.lawcommission.gov.np

(@ A person whose tax is assessed for the whole
income year is not required to submit the income
return referred to in Sub-section (1) of Section 96

for that income year, or

(b) A person whose taxis assessed for a portion of
any income year is required to submit the income
return referred to in Sub-section (1) of Section 96

for that income year.

(4) The amount of tax paid as per the assessofetax for a
portion of any income year may be adjusted to thxechargeable as

per the assessment of taxfor the whole year.

(5) In assessing the tax pursuant to this SectimDepartment
has to give a time limit of Seven days for the sislsmn of proof and

evidence for defense.

Amended tax assessmen{l) The Department may have amended tax

assessment in order to adjust the taxliabilitg person whose taxhas

been assessed pursuant to Section 99 or 100 con@lale grounds.

(2) In cases where the Department thinks it prapee-amend
the amended tax assessment made pursuant to Sudns@g, it may
amend it, for as many times as it deems appropdateeasonable

grounds.

(3) The Department shall, in assessing the tagymant to Sub-
section (1) or (2), complete assessment within Fooimths from the

following date:-
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(@) In cases where taxis assessed pursuant tioidect
99, the due date for the submission of income

returns,

(b) In cases where taxis assessed pursuant to Sub-
section (2) of Section 100, the date on which the
tax assessment notice is given to the person

whose taxis assessed,

(¢) In cases where taxis assessed pursuant to Sub-
section (1) or (2), the date mentioned in clauge (a
or (b) related with the previous taxassessmerit tha

has been amended pursuant to Sub-section (1).

(4) Notwithstanding anything contained in Subtget (3), in
cases where the tax of any person has been assesse@rong
manner due to fraud, the Department may amend suchssessment
at any time. Such amendment has to be made ndltterone year of
receipt of information that details have been gi@mntax assessed

fraudulently.

(5) Notwithstanding anything contained in Subtget (3), in
cases where the tax assessment is amended or slkessa&sl tax is
lessened by the Revenue Tribunal or other competentts, the
Department shall not be able to amend such taxsasgent to that

extent.

Provided that, in cases where an order has besmed to

reexamine it, it shall not be deemed to bar themgaéf amendment.

(6) In making amendment to tax assessment putstoathis
Section, the Department has to give that persolmt&enin writing

clearly setting out the grounds for such amendragt a time limit of
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Seven days for the submission of proof and eviddocdefense on

such assessment of tax

102. Tax assessment noticélhe Department has to give the person, whose

tax is assessed, a written notice of tax assessmeaé pursuant to
Sub-section (2) of Section 100 or Section 101 sgtbiut the following

matters:-

(@) The assessed taxto be paid and due and payable person
mentioned in clauses (a) and (b) of Section 3Herihcome year

or period related with assessment of tax,

(b) The method of computation of tax in the taxessament as

mentioned in clause (a),
(c) Thereasons why the Department has to assedsxh
(d)  The time for payment of the assessed taxddepayable, and

(e) The time, place and mode for making a petitionases where

one is not satisfied with the assessment of tax
Chapter-20

Collection, Remission and Refund of Tax

103. Security for tax payable by withholding: (1) The tax required to be
withheld by a person who has to withhold tax purdua Chapter-17
has to be given preference to any payment to be fogdhe order of a

court or as per any other law or in any other manne

(2) The following provisions shall apply in regpeof the tax

withheld by a person who has to withhold tax purgua Chapter-17:-
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The tax withheld by such a person as well &s th
property, if any, received for such tax shall be
deemed to have been withheld for Government of

Nepal,

The amount of tax so withheld cannot be attdche

to the loan or liability of such a person, and

In cases where the person withholding such tax
becomes bankrupt or is dissolved, the amount of
tax so withheld shall not be treated as a patheft
assets so become bankrupt or dissolved; and in
making division upon such dissolution or
bankruptcy, the Department shall have the first

lien over the taxwithheld or over the property.

104. Lien over property: (1) Notwithstanding anything contained in the

laws in force, in cases where any person does gayrt the due date

for payment of tax, the lien of Government of Nepladll be deemed to

have been created over the property of the perdomisvin arrear of

tax

(2) In claiming the property over which the lies created

pursuant to Sub-section (1), the Department hagvi® that person a

written notice setting out the following matters:-

@)
(b)
(©)
(d)

Description of the property claimed,
Limit of the claim referred to in Sub-sectid),(
Taxrelated to the claim, and

Other matters, if any.
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(3) In making claim over the property pursuaniSigb-section
(2), the claim shall be created only to the extehthe tax due and
payable by such a person, interest and claim tpdie in respect of
such tax pursuant to Section 119 and the expenseasred in auction

sale.

(4) The claim made pursuant to Sub-section (3llsiot lie

unless and until the following matter takes place:-

(@)  Until the Department gives information to hakie
claim registered pursuant to Sub-section (6) in

respect of the building and land,

(b)  Until the Department possesses such property
pursuant to Sub-section (3) of Section 105 in

respect of other direct/tangible property, and

()  Until the notice referred to in Sub-section &)
given to the person who is in arrear of tax, in any

other circumstances whatsoever.

(5) In cases where the person who is in arretmqgbays to the
Department all the amounts referred to in Sub-sac{8) and covered
by the claim made pursuant to Sub-section (2), whdce due and

payable by such a person.

(6) In cases where the Department makes a clenany land
or building pursuant to Sub-section (2), informatiwas to be given to
the concerned Land Revenue Office; and that Offeg to so withhold
such land or property that it cannot be sold argpased of to or

ownership to it cannot be transferred to any person
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(7) In cases where the claimover the land anldibg has to be

released pursuant to Sub-section (5), the Depatirhas to give

information thereof to the Land Revenue Office. bpeceipt of such

information, the Land Revenue Office has to reletts® land and

building so withheld.

(8) The Department has to promptly give the persarrear of

tax a notice setting out the following matters, respect of the

expenses to be incurred pursuant to Sub-section (3)

@)

(b)

The expenses incurred by the Department for the
claim on the property of the person in arrear af ta
and for the auction sale thereof, prior to giving

such a notice, and

The date on which the person in arrear of tesxto

pay such expenses to the Department.

Explanation: For purposes of this Section,

"expenses incurred for claim and auction sale”
means the following expenses incurred or to be

incurred by the Department:

(@) The expenses incurred or to be incurred by
the Department in creating or releasing the

claimover the property, or

(b) The expenses incurred or to be incurred by
the Department pursuant to Section 105 in
possessing, holding and auctioning the

claimed property.
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105. Auction sale of the claimed property (1) The department has to give

the person in arrear of tax a notice on auctionimgclaimed property

held by the person in arrear of tax

(2) The notice given pursuant to Sub-section rfBy be
included in the notice given pursuant to Sub-s&ctk) of Section 104
or attached with such a notice. Such a notice baetirly set out the

following matters and be given to the person iearof tax-

(@) The property claimed and the mode and time of

auction or sale of the property, and

(b) In respect of a tangible property, mode anadela
of possessing the property by the Department.

(3) After the Department has given the noticenred to in Sub-

section (1) or (2) to the person in arrear ofitaray do as follows:-

(@ To have possession of the tangible property

mentioned in the notice at any time,

(b) To enterinto any premises mentioned in thaceot
referred to in Sub-section (1) for the purpose of
having possession of the tangible property at any

time,

() In respect of the tangible property exceptlamel
or building, to keep such properties in such place
as thought proper by the Department at the

expense of the person in arrear of tax

(4) In cases where the Department has given ohieenreferred

to in Sub-section (1) to the person in arrear of tamay, in the
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following time, publicly auction such claimed prapeor sell and

dispose of or use such property in such manndr@asght proper:

@)

(b)

(©)

(d)

If the claimed property is the land or buildjrdter
thirty days of the date of possession of such

property pursuant to Sub-section (3),

If the claimed property is a perishable tangibl
property, after one day of the date of possession

pursuant to Sub-section (3),

If the claimed property is a tangible property
except those properties mentioned in clause (a) or
(b), after ten days of possession pursuant to Sub-

section (3), and

If the claimed property is any other kind of
property, after ten days of possession of such

property pursuant to Sub-section (3).

(5) The expenses incurred in having claim andtianmg the

property auctioned shall first be deducted fromphh@ceeds derived

from the auction sale pursuant to Sub-sectionAfter the expenses

are so deducted, the payable tax and the intemgdlpe on the tax

pursuant to Section 119 shall be deducted; and, tih@amy amount

remains balance, such amount shall be refundduetpérson in arrear

of tax

(6) After the proceeds derived from the auctiafehave been

adjusted pursuant to Sub-section (5), the Depattias to give a

written notice setting out the process of the aujest to the person

in arrear of tax
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(7) In cases where, in adjusting the proceedwekifrom the
auction sale by following the process referrecht®ub-section (5), the
proceeds are not sufficient to fully pay the amsufor the expenses
mentioned in that Sub-section, tax and interes,Department has to
re-institute the action to recover the shortfalloamt pursuant to

Section 104, 111 or this Section.

Explanation: For purposes of this Section,

(@) "Claimed property" means the property of the
person withholding tax, who is in arrears of tax,
mentioned in Sub-section (2) of Section 103 or
Sub-section (2) of Section 104.

(b) "BExoenses incurred in making claim and auction
sale" means the expenses incurred in making claim

and auction sale pursuant to Section 104.

(c) "Person in arrear of tax' includes the person

withholding tax mentioned in Sections 103 and 104.

106. To prevent departing from the Nepal (1) In cases where any person

does not pay the taxwithin the time limit due tloe payment of tax, the
Tax Department may, by giving a written noticelte toncerned office
of Government of Nepal, issue an order to preverthsperson from
leaving the country for a period not exceeding @2ns from the date
of expiration of the time of issue of the noticestoch person to pay

tax.

(2) In cases where any additional act has todmeedluring the
period of time mentioned in Sub-section (1), thep&®ment has to

obtain prior leave of the Court of Appeal.
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(3) In cases where the person referred to indtion (1) pays
tax or the department thinks that such person hagemsatisfactory
arrangement on payment of tax, it may withdraw soicler by giving a

notice to the concerned office pursuant to Subise¢t).

107. Officer employee of entity to be made responsiki€l) In cases where

any entity does not observe anything required tolb®erved under
this Act, each person who acts as the officer af #ntity at that time

shall be responsible for that.

(2) In cases where any entity does not pay tathendate due
for payment of tax, all officers who are incumbénthat entity for the
time being or incumbent until before six months lsha jointly and

severally liable to pay that tax

(3) Notwithstanding anything contained in Subtgats (1) and
(2), these Sub-sections shall not be applicablethie following

circumstances:-

(@) Where the entity has committed such offense
without knowledge and consent of such person,

and

(b) Where that person has, in order to avoid such
offense, observed or exercised care, effort antd ski
which a reasonable man would observe or exercise

in similar circumstances.

(4) In cases where any person pays the tax edjaar be paid

pursuant to Sub-section (2), that person may dolasvs :-

(@) To recover the amount which he has so paid from

that entity,
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(b)  For purposes of clause (a), to so hold undar ow
control the property including the moneys of that
entity which is under his possession or which may
come under his possession that it is not in excess

of the amount so paid.

(5) In cases where any person holds any propenger his
control pursuant to clause (b) of Sub-section t{#, entity or any
other person shall not be entitled to make anynclagainst such

person.

Explanation: For purposes of this Section, "officer of any igfit

means the manager of that entity or any person agts in that

capacity.

Recowery of tax from recipient (1) Each recipient has to give a notice

of the matter to the Department no later than &iftdays of the date of
appointment to the post of recipient or the dat@aifing possession

of the property situated in Nepal, whichever idiear

(2) The Department has to give a written notecéhie person in

arrear of taxon the amount to be paid.

(3) On receipt of the notice referred to in Seion (1), the

recipient has to do as follows:-

(@ To set aside the amount notified by the
Department under Sub-section (2) after making
payment of the loan, if any, which is preferential
the tax payable pursuant to Sub-section (2),
subject to clause (c) of Sub-section (2) of Section

103, from the proceeds of the sale of the required
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portion of the property which have come under

possession of the recipient, and

(b) To pay to the Department the amount so setasid

for his tax liability on behalf of the person inear

of tax

(4) It shall be the personal liability of the g@ent to pay to the

Department the amount equal to the tax liabilityygd@le by such

person in arrear of tax to the extent that no arhdias been set aside

by the recipient pursuant to Sub-section (3).

(5) Provided that, the recipient may recover fittv@ person in

arrear of taxthe amount of tax paid.

Explanation: For purposes of this Section,-

(@) "Recipient" means any of the following persons:

1)
2

3)

(4)

©)

A liquidator,

A person appointed from outside or by a
court as a recipient in respect of any

property or entity,

A person possessing a property by

mortgage,

Heir apparent, administrator or manager of
the property belonging to a deceased

natural person, or

A person looking after the affairs of an

incapacitated natural person.
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(b)  "Person in arrear of taxX' means the person whos
property has come under possession of the

recipient.

109. Recowery of tax from the person liable to pay tax1) In cases where the

person in arrear of taxdoes not pay taxwithindbe date for payment
of tax, the Department may, by giving a notice itimg, order any of
the following payers to pay to it the amount to éxent of the amount
of tax payable on behalf of the person in arreaia®fwithin the date

mentioned in that notice:-

(@) The person who has to pay amount to the person

in arrear of tax,

(b) The person who holds money for or on behalf of

the person in arrear of tax,

(c) The person who holds money on behalf of any
third person in a manner to pay it to the personin

arrear of tax, or

(d) The person who has got authority from the third
party to pay the amount to the person in arrear of

tax.

(2) The Department has to give a copy of theaeogiven to the

payer pursuant to Sub-section (1) to the pers@mrear of tax.

(3) Notwithstanding anything contained in Subtsec (1), the
date mentioned in the notice referred to in thdi-Saction shall not be

earlier than the date mentioned in clauses (a)la)d
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(@ The date on which the amount has to be paid to

the person in arrear of tax or the date on which

such amount has been held on his behalf, and

(b) The date on which the notice has been given

pursuant to Sub-section (2).

(4) The amount paid by the payer pursuant to Sediion (1)
shall be deemed as paid to the person in arre@xofhe person in
arrear of tax or any other person shall not bewaleb to claim such

amount against the payer.

Recowery of tax from the agent of a non-resident pson: (1) In cases

where a non-resident person in arrear of taxdo¢pay tax within the
due date for payment of tax, the Department maygibyg a notice in
writing, order any person who is in possessionnyfproperty owned
by the person who is in arrear of tax to pay tamfrthe amount
equivalent to the market value of that propertypehalf of the person
in arrear of tax, in respect of the tax liability tbe third person, in the
sum not exceeding the amount of tax payable by pecton in arrear

of tax, within the date mentioned in the notice.

(2) In cases where any person pays the amouakak per the

order referred to in Sub-section (1), he may d#sws -

(@) To recover the amount of such payment from the

person in arrear of tax,

(b) For purposes of clause (a), to take under his

control any property whatsoever, including the
money belonging to the person in arrear of tax

which is or would come in his possession, in such
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a manner that it is not in excess of the amount so

paid.

(3) In cases where any person takes possessamygiroperty
pursuant to clause (b) of Sub-section (2), the queiia arrear of taxor
any other person shall not be allowed to make daign@gainst such a

person.

Institution of case on failure to pay tax The Department may file a case

in the concerned District Court for the recoventadfromthe person

who does not pay taxon the due time-limit for papbof tax.

Remission (1) In cases where the tax payable by any pecsonot be

recovered, Government of Nepal may remit suchrtéxli or in part.

(2) Notwithstanding anything contained in Subtgec (1),
Government of Nepal may remit, in full or in patthe fee or interest

imposed pursuant to Chapter-22.

Tax refund and adjustment of amount (1) In cases where any person

has paid tax exceeding the tax liability payable lbyvher, the
Department may give direction to subtract the excaswount of tax
paid by him/her from the amount of tax payable by pursuant to this
Act. The Department has to refund the excess amtuite set by

such subtraction to the concerned person.

(2) In cases where the tax in question is nobeopaid along
with the interest paid by any person pursuant toti®e 119, the

Department has to refund such interest to thatqrers

(3) Any person has to make an application toRbpartment, as

prescribed, for the refund of the amount pursuar8ub-section (1).
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(4) The person who makes an application pursuanBub-
section (3) has to make such application within tears from the
latest date out of the following dates. In case&mlan application is
not made within that time-limit, the amount refer® in Sub-section
(1) shallnot be refunded:-

(@) The date of expiration of the income year exist

by virtue of payment of the excess amount,
(b)  The date on which the excess amount is paid, or
(c) The date on which is the case is decided.

(5) The Department has to give a notice in wgitiof the
decision made by it on the application made purst@rbub-section

3).

(6) In refunding any amount of tax by the Deparimto any
person by virtue of the order of a court or anyestheason, the
Department has to pay to such a person the intagepéer the normal

rate for the following period:-

@) In cases where such tax refund is related & th
excess tax adjustment available to any person in
any income year pursuant to Sections 93, 94 or
100, the period between the due date for
submission of the taxreturn pursuant to Section 96

and the date of taxrefund, and

(b) In any other cases, the period between the afate
payment by such person of the refundable taxand

the date of taxrefund.
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(7) Tax deduction that can be claimed pursuar8etction 51 or
71 shall not be adjusted in any year, and sucli¢axiction shall not

be adjusted in amounts or refunded pursuant toShissection.

Provided that, in that year the tax deductiouatipent may be
made in accordance with the provisions containeéglib-section (2) of

Section 4, Sub-section (4) of Section 51 and Sudbiere (3) of Section
71,
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Chapter-21

Review and Appeal

114. Decisions subject to administrative review, and preedures (1) For

purposes of this Act, the following decisions mag bubject to

administrative review:-

(@)

(b)

(©)

(d)

€)

(f)

Advance ruling issued by the Department

pursuant to Section 76,

Estimate made by the Department on, or decision
made by it to estimate, the estimated tax payable
by any person, pursuant to Sub-section (7) of
Section 95,

Decision made by the Department to order any
person to submit the income return pursuant to
Sub-section (5) of Section 96 or Section 97,

Decision made by the Department on any
application made by any person for the extension
of the time-limit for submission of the income

return pursuant to Section 98,

Assessment of tax payable by any person for any
income year pursuant to Section 100 or 101 or
assessment of the fees and interest payable by

any person pursuant to Section 122,

Notice given by the Department requiring to set

aside the amounts as receivable by any person as
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a recipient, pursuant to Sub-section (2) of Section
108,

(g) Decision made by the Department to order any
person who holds moneys payable to the person
in arrear of taxto pay the same to the Department

pursuant to Sub-section (1) of Section 109,

(h) Decision made by the Department to order any
person to pay tax of any person due and payable
on behalf of a non-resident person pursuant to
Sub-section (1) of Section 110,

() Decision made by the Department on any
application made by any person for the refund of

taxpursuant to Sub-section (5) of Section 113, and

0 Decision made by the Department on any
application made by any person for the extension
of the time-limit for fiing a complaint pursuand t
Sub-section (3) of Section 115.

(2) Notwithstanding that the Department makes @@gision on
the matters mentioned in clauses (d), () andf(ffub-section (1), in
cases where the Department does not give a notiteealecision to
the applicant within thirty days after the makin§ tbe application
pursuant to Section 98, Sub-section (3) of Sectib® or Sub-section
(3) of Section 115, the decision may be subjeedministrative review

as if it were a decision to reject the application.

(3) In cases where the applicant does receiveoticen of
decision within the time-limit referred to in Subketion (2) and registers

information thereof with the Department, the demsimade by the
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Department to reject the application mentionedet tSub-section and
notice thereof shall be deemed to have been semédat person on

that date.

Application for administrative review: (1) A person who is not

satisfied with any decision subject to administatieview as referred
to in Section 114 may make an application to thpddement against
the decision within Thirty days of the date of pt®f a notice of that

decision.

(2) The application as referred to in Sub-sectjithhas to

clearly set out the reasons and grounds for suwaawe

(3) In cases where the time limit for making agation pursuant
to Sub-section (1) expires and any person makegplication for the
extension of time limit within Seven days from tth&te of expiration of

the time limit, the Department may do as follows -

(@) To extend the time limit for a period not exdieg
Thirty days from the date of expiration of the time

limit for making application pursuant to Sub-

section (1), where there are reasonable reasons,

and

(b) To give the applicant a written notice of the
decision made by the Department on the

application.

(4) The implementation of the decision mentiome8ub-section
(1) of Section 114 shall not be deemed to be afibfiom the making of

application pursuant to Sub-section (1).
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(5) Notwithstanding anything contained in Subtgect(4), the
Department may hold in pending or otherwise afteetdecision made
pursuant to Sub-section (1) of Section 114 pendlreggsettlement of

the application made by any person pursuant tossadbion (1).

(6) Notwithstanding anything contained in Subtgec (5), the
provision contained in that Sub-section shall nppla until Fifty

percent of the amount of tax payable is paid.

(7) The Department may do as follows on the appbn made

by any person pursuant to Sub-section (1):-

(@) To accept or reject, fully or partly, the madte

mentioned in the application, and

(b) To give a written notice of the decision on the

application.

(8) In cases where the Department does not ge@pplicant a
notice of the application within Ninety days frohetdate on which the
application was made pursuant to Sub-section I(B),applicant may
register information thereof with the Departmentdaconsider the

application rejected by the Department.

(9) The concerned applicant has to give writtg@orimation to
the Department that he has considered the applcas rejected
pursuant to Sub-section (8). The decision madehleyCiepartment to
reject such application and notice thereof shalldeemed to have
been served on that person on the date on whidh isfarmation was

registered.

Appeal in the Revenue Tribunal (1) A person who is not satisfied with

any decision made to the Department pursuant tad®etl5 may file
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an appeal to the Revenue Tribunal under the Revé&nhenal Act,
2031(1974).

(2) The person who files an appeal pursuant tio-Section (1)
has to register a copy of the appeal with the Diemeart within Fifteen
days of the date of filing appeal.

(3) The implementation of the decision mentiome8ub-section
(1) of Section 114 shall not be deemed to be aftfromthe filing of

an appeal pursuant to Sub-section (1).

(4) Notwithstanding anything contained in Subtget (1) of
Section 114, in cases where the Director Genemlrhade a decision
subject to administrative review as mentioned iatt8ub-section, an

appeal may be filed to the Revenue Tribunal.
Chapter-22

Fees and Interest

Fees to be charged in cases where documents are matintained or

return or income return is not submitted (1) If any person does not

do the followings, a fee in a sumto be set by @nd a half percent
per year of the assessable income drawn out witheducting any
amount, if any, that can be deducted and by inolydiny amount, if
any, that has to be included in computing the ineahany income
year for each month and portion of the month oum set by One
Thousand Rupees per month, whichever is higheli lsdanposed on

such a person:-

(@ In cases where the income return of any income
year has not been submitted pursuant to Sub-

section (1) of Section 95, or
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(b) In cases where the income return of any income
year is not submitted pursuant to Sub-section (1)
of Section 96.

(2) If any person does not maintain the documeedsiired to
be maintained in any income year pursuant to Se&lg a fee in a sum
to be set by one and a half percent per year oafsessable income
drawn out without deducting any amount, if any ttten be deducted
and by including any amount, if any, that has toilmduded in
computing the income of any income year for eacimtin@nd portion
of the month or a sum set by one Thousand Rupeesnpeth,

whichever is higher, shall be imposed on such aqrer

(3) If any person withholding tax does not subthie return
referred to in Sub-section (1) of Section 90, aifea sumto be set by
one and a half percent per year of the amountdabtae withheld for
each month and portion of the month from the due ft& submission
of the return until the date on which such retwrsubmitted shall be

imposed on such a person.

118. Fees to be charged in cases where the person makipayment in

installments makes lesser payment of estimated tafl) In cases

where the amount of installment tax paid by anysparpursuant to
clause (a) of this Sub-section is less than theuanof taxto be paid
in installment pursuant to clause (b), interestisteacharged on such

less amount pursuant to Sub-section (2):-

(@) The estimated or amended amount of tax computed
by the person required to pay tax in installment
pursuant to Section 95 in respect of the instaltmen

taxto be paid in any year pursuant to section 94,
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(b) The amount of tax to be set by ninety percdnt o
the amount of taxto be paid by the person referred

to in clauses (a) and (b) of Section 3 in that year

(2) A fee in a sum to be set by the normal rdtmterest, for
each month and portion of the month, fromthe date dor payment of
the first installment in that year until the data which the tax is
assessed and becomes due and payable pursuarttitm3® shall

be imposed on the person referred to in Sub-se€tjpn

(3) In cases where the amount referred to insdafa) is higher
than the amount referred to in clause (b), intesdsdll be charged,
pursuant to Sub-section (2), on such higher ambyrihe normal rate

on the amount of each period.

(@) In cases where the estimate or revised estiofate
the total amount to be paid by any person in
installment for each installment period in any

income year is accurate, Ninety percent of the

amount,

(b) The amount of installments paid in that income

year.

119. Interest to be charged in cases where tax is notida (1) In cases
where any person does not pay tax on the prescdueddate for

payment of tax, an interest by the normal rate ndérest, for each

month and portion of the month, in the amount dné payable shall

be imposed on the person for the period during lwhax is so due and

payable.
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(2) For purposes of computing the interest tqphil pursuant
to Sub-section (1), interest shall not be exemptede extended time-

limit given pursuant to Section 98.

(3) The person withholding tax shall not be a#mwo recover
the interest payable by him because of his failoweobserve Sub-

section (4) of Section 90 fromthe person subjedcak withholding.

Fee to be charged on the person who submits false misleading

statement In cases where any person submits to the Depattae
false or misleading statement on any matter or itifermation

mentioned in the statement becomes misleadingsast ief concealing
information of any matter or thing required to hibmitted or removing
such information fromthe statement, the followieg shall be imposed

on such a person:-

(@) In cases where it has become false or mislgadin
not by knowingly or recklessly but by mistake,
Fity percent of the less amount resulted

therefrom.

(b) In cases where it has become false or mislgadin
knowingly or recklessly, One Hundred percent of

the less amount resulted therefrom.

Explanation: For purposes of this Section, "statement subaditte

the Department" means any statement submitted itngvrto the
Department or to the officer authorized by the Da&pant in the
course of performing the duty pursuant to this Aot includes the

statement submitted as follows:-
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Application, notice, description, complaint,
deposition, or other document submitted,

prepared, given or furnished pursuant to this Act,

Document submitted to the Department or any

officer of the department except under this Act,

Reply to any question asked by the Department o

any officer to any person, or

Information given by any person who has
reasonable knowledge of the matter to be informed
to the Department or any officer through any other

person.

Fee to be imposed on accomplicé fee of cent percent amount of the

tax less paid by an accomplice who knowingly okiessly aids or

abets or advises any offender referred to in Ch&#eshall be

charged on such accomplice.

Assessment of fee and interes(l) The Department shall assess the

fee and interest required to be paid by any pemmsuant to this

Chapter.

(2) In computing the liability for the fee andemest chargeable

where any particular act has not been performedhargeable in

respect of any statement pursuant to this Chaiptdrall be computed

separately in the case of each section of this ténap

(3) The fee and interest chargeable pursuarttisoSection shall

be added to any other tax, if any, payable purst@nhis Act; and

mere payment of such fee and interest shall notdmmed as the
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release of any person from the liability relatecctoninal proceedings

mentioned in Chapter-23.

(4) In cases where the fee and interest have lssessed

pursuant to this Section, the Department shall giweritten notice of

the assessment, setting out the following matterthat person. Such

notice may be attached to and sent along with titeato be issued

pursuant to Section 102:

(@)

(b)
(©)
(d)

The reasons why the Department has to assess

the fee and interest,
The amount for the fee and interest payable,
The method how the amount has been computed,

The time, place and mode for making a compliant
against

the assessment.

(5) It shall be as follows in assessing the fedl aterest

pursuant to this Section:-

@)

(b)

The matters contained in Sub-section (1), Sub-
section (2), clause (b) of Sub-section (3), Sub-
section (4) and (5) of Section 101 shall also be
applicable in assessing the fee and interest

pursuant to this Section, and

The matters contained in clauses (b) and (c) of
Sub-section (3), Sub-sections (4) and (5) of Sactio
101 and Section 102 shall also be applicable in the

case of Sub-section (4) of this Section.
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Chapter-23

Offense and Punishment

Penalty to one who does not pay taxA person who does not pay tax,

without any reasonable ground, by the due datg&yment of tax
shall be punished with a fine of a sum from Fiveoliband Rupees to
Thirty Thousand Rupees or with imprisonment foreart from One

month to Three months or with both penalties.

Penalty to one who submits false or misleading s&ient In cases

where any information or statement submitted by peyson to the
Department is false or misleading because of sudiomswith intention
or recklessness or that information becomes miglgadince such
person has not mentioned information of any palicoatter or thing
in the statement in respect of such subject, sugisgn shall be
punished with a fine of a sum from Forty Thousangp&es to One
Hundred Sixty Thousand Rupees or with imprisonnfena term from

Sixmonths to Two years or with both penalties.

Explanation: For purposes of this Section, "any information or
statement submitted to the Department” means taersent/details

mentioned in the explanation referred to in Secliad.

Penalty to one who obstructs or unduly influencesak administration:

(1) A person who commits the following act shallfpenished with a
fine of a sum from Five Thousand Rupees to TwenhouSand
Rupees or with imprisonment for a term from one thoto Three

months or with both penalties:-
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(@) To obstruct the officer of the Department ir th
course of carrying out his duty pursuant to this
Act,

(b) Not to act as per the notice referred to intiSec
83, or

(c) To obstruct in any other manner in the

implementation of this Act.

(2) Any person who attempts to commit an actrreteto in
Sub-section (1) shall be punished with half a pamsnt mentioned in

that Sub-section.

126. Penalty in the event of commission of offence by éhperson with or

without authority : (1) Any authorized person who violates Section 84

shall be punished with a fine of a sumnot excegéighty Thousand
Rupees or with imprisonment for a term not excegaine year or with

both penalties.

(2) In cases where any person who is not autender this
Act collects tax or any other amount in the nameéaafor attempts to
collect the same, such a person shall be punisli@daviine of a sum
from eighty Thousand Rupees to two hundred Thoudaungees or
with imprisonment for a term from one year to thyears or with both

penalties .

127. Penalty to accomplice Any person who intentionally aids or abets or

advises any other person to commit any offense wtide Act shall

be punished with half a punishment imposed on ffender.
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Provided that, if such an accomplice is a govemial
employee, he shall be liable to punishment equahto punishment

imposed on the offender.

Penalty to one who does not observe the AdExcept as otherwise

provided for in this Act, any person who does ndiserve any
provisions of this Act or the rules framed undeistict shall be
punished with a fine of a sum from Five Thousang&as to Thirty

Thousand Rupees.

Power of Department to pay amount of fine (1) Notwithstanding

anything contained elsewhere in this Chapter, isesawhere any
person admits in writing that he has committed ame or more
offenses mentioned in this Chapter, except thenstfementioned in
Section 126, before the commencement of the caodgedings, the
Department may order such a person to pay the anwoiufne not

exceeding the amount of fine imposable for the cission of such

one or more than one offense.

(2) In making the order referred to in Sub-secttil), the
Department has to set out in such an order sueme#, the amount of

fine to be paid and the date for payment of thewamhof fine.

(3) The order made by the Department pursuanhitoSection

shall be finaland no appeal may be made against it

To be state casesThe Government of Nepal shall be the plaintifthie

cases under this chapter.

Investigation and filing of cases (1) The prescribed officer shall

investigate the case on the offense punishablenthdeChapter, and
case shall be filed in the concerned District Comthin thirty five

days of the completion of such investigation.
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(2) In conducting investigation pursuant to Seoton (1), the
investigating officer shall seek advice and opinafrthe government

attorney.
Chapter-24

Miscellaneous

Power to have expert's serviceGovernment of Nepal may obtain the

service of the concerned expert for the act relabethx auditing; and
the provision on governmental secrecy mentionefention 84 shall

also apply to such expert.

Departmental action to be taken In cases where the liability of a
taxpayer increases or decreases because of thesass® of taxmade
with recklessness, the Director General may insditdepartmental
action to punish the concerned officer who has sse@ such tax or
has not assessed the revised taxwithin the tniteréferred to in Sub-
section (3) of Section 101.

Identity card of officer: Each officer has to hold the identity card as

prescribed and show such identity card where argyrequests himto

show it.

Powers of court of law to be vestedFor purposes of this Act, the

Department shall have the powers vested in a aguder the law in
force in the matters of summoning the presencehef doncerned
person, recording of statements, examining evideand compelling

production of documents.

Not to be responsible for an act done in good faitiNotwithstanding

anything contained elsewhere in this Act, no offeleall be personally
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responsible for any act which he has done in gadH in carrying out

his duties.

Power of Government of Nepal to give order or diretton: Government

of Nepal may give necessary order or directionht® Department in

order to make taxadministration effective.

Power to frame Rules Government of Nepal may frame necessary rules

in order to carry out the objects of this Act.

Power to make and enforce manuatsThe Department may make and

enforce necessary manuals, subject to this Acttaedrules framed
under this Act.

Alteration in Schedules Government of Nepal may, by a Notification

in the Nepal Gazette, may make necessary altemifiothe Schedules
other than Schedule-1.

Police to render assistancdt shall be the duty of the Police to render

the assistance sought by the Department on themgpitation of this

Act and the rules framed under this Act.

This Act to prevail on tax provision: Notwithstanding anything

contained in the law in force, except in cases whlee Financial Act to
be enforced in every year amends this Act and dewsvifor the
Imposition, assessment, increase, decrease, eggmpti remission of
tax, no other Act shall make other provisions oreadments to,
alteration in, the tax provisions referred to instiAct or other tax

related provisions.

Repeal, amendment and saving(1l) The Income Tax Act, 2031 (1974)
and the House and Land Rent TaxAct, 2023 (19&hareby repealed.

(2) The following Acts are hereby amended a®wdl:-
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Section 15 of the National Loans Act, 2017 ()96

is hereby repealed.

Amendment to the Employee Provident Fund Act,
2019 (1962)The words "no tax of any kind except

income tax shall be levied" shall be substituted fo

the words "no tax of any kind shall be levied"
contained at the end of clause (b) of Section 18 of
the Employee Provident Fund Act 2019 (1962).

Amendment to the Nepal Petroleum Act, 2040
(1989: Clause (c) of Section 13 of the Nepal
Petroleum Act, 2040 (1984) is hereby deleted.

Amendment to Section 29 of the Retirement Fund
Act, 2042 (1988)The words "no tax of any kind

except income tax shall be levied" shall be

substituted for the words "no tax of similar other
kind shall be levied" contained in Section 29 o th
Retirement Fund Act, 2042 (1986).

Amendment to Section 51 of the Citizen
Investment Fund Act, 2047 (1998ection 51 of
the Citizen Investment Fund Act, 2047 (1991) is

hereby repealed.

Amendment to Section 30 of the Nepal Academy
for Science and Technology Act, 2048 (1991)

Section 30 of the Royal Nepal Academy for
Science and Technology Act, 2048 (1991) is

hereby repealed.
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Amendment to Section 15 of the Industrial

Enterprises Act, 2049 (1992)

(1)  Clauses (c), (d), (e), (), (), (P), (@), @). V)
of Section 15 of the Industrial Enterprises
Act, 2049 (1992) are hereby deleted.

(2) The words " respectively Thirty, Twenty-
Five and Twenty percent on the income tax
until ten years of the date of operation and"

are hereby deleted.

Amendment to the Foreign Investment and
Technology Transfer Act, 2049 (1993ub-section

(1a.) of Section 5 of the Foreign Investment and
Technology Transfer Act, 2049 (1992) is hereby
deleted.

Amendment to the B. P. Koirala Health Science
Institute Act, 2049 (1992The word "income-tax'

contained in the second line of Section 21 of the B
P. Koirala Health Science Institute Act, 2049 (2992
is hereby deleted.

Amendment to the Tribhuvan University Act, 2049
(1992: Sub-section (2) of Section 33 of the
Tribhuvan University Act, 2049 (1992) is hereby
deleted.

Amendment to the Electricity Act, 2049 (1992
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(1) The word "income-tax' contained in the
heading of Section 12 of the Electricity Act,
2049 (1992) is hereby deleted.

(2) Sub-sections (1), (2), (3), (4), (5) and (& ar
hereby deleted.

Amendment to the Pokhara University Act, 2053
(1996) Sub-section (2) of Section 36 of the Pokhara
University Act, 2053(1996) is hereby deleted.

Amendment to Section 18 of the B. P. Koirala
Memorial Cancer Hospital Act, 2053 (199G he

word "income-tax' contained in Sub-section (1) of
Section 18 of the B. P. Koirala Memorial Cancer
Hospital Act, 2053 (1996) is hereby deleted.

Amendment to the Town Development Fund Act,
2053 (1996) Section 24 of the Town Development
Fund Act, 2053 (1996) is hereby repealed.

Sub-section (1) of Section 34 of the
Telecommunications Act, 2053(1996) is hereby

repealed.

(3) All acts and actions done or taken under Aws or
Sections of the Acts repealed or amended purswa8tb-section (1)

or (2) shallbe deemed to have been done or takdenthis Act.

(4) The provisions of the Income TaxAct, 203Xd)Ss hall apply
to the provisions relating to the assessment aflidction of income

taxfor the income year prior to the commenceménitie Act.
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Schedule-1

(Relating to Section 4)
Rates of Tax

In the case of natural person(1) Tax shall be levied by the following

rate on the taxable income of any resident napeedon in any income

year, subject to Sub-sections (2) and (4) of tleisedule:-

(@) No tax shall be levied on the taxable incomé no

exceeding Fifty -five Thousand Rupees,

(b) Where the taxable income is more than Fiftg-fiv
Thousand Rupees but less than One Hundred
thity Thousand Rupees, Fifteen percent on the
taxable income of more than Fifty-five Thousand

Rupees, and

(c) Where the taxable income is more than One
Hundred thirty Thousand Rupees, Rs.11, 250.00 on
the taxable income up to One Hundred Thirty
Thousand Rupees and Twenty-Five percent on
the taxable income exceeding One Hundred Thirty

Thousand Rupees.

(2) Tax shall be levied by the following rates tre taxable
income of any spouse making a choice pursuant tbid8e50 in any

income year, subject to Sub-sections (4) of thiseSeile:-

(@) No tax shall be levied on the taxable incomé no

exceeding Seventy-Five Thousand Rupees,
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Where the taxable income is more than Seventy-
Five Thousand Rupees but less than One Hundred
Fity Thousand Rupees, Fifteen percent on the
taxable income exceeding Seventy-Five Thousand

Rupees, and

Where the taxable income is more than One
Hundred Fifty Thousand Rupees, Rs.11,250.00 on
the taxable income up to One Hundred Fifty
Thousand Rupees and twenty-five percent on the
taxable income exceeding One Hundred Fifty

Thousand Rupees.

(3) The provision contained in Sub-section (4jhaé Schedule

shall apply in the following circumstances:-

(@)

(b)

In the case of a resident natural person, winere

income is more than Fifty-five Thousand Rupees
iIn any income year or in the case of a resident
spouse who has not made a choice referred to in
Section 50, , where the income is more than
Seventy-Five Thousand Rupees in any income

year, and

Where the net profit derived from the disposfal
non-business taxable property is included in the
computation of the income and corresponding

taxable income of that natural person or spouse.

(4) Tax shall be levied by the following rate tre following

person, subject to Sub-section (3) of this Schedule
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Tax shall be levied by the rate referred t&irb-
section (1) or (2) of this Schedule on the amount
whichever is higher out of the following amounts,
as if only it were the taxable income of that natur

person or spouse:

(1) The amount remaining balance after
subtracting the amount of profit from the
total taxable income of that natural person

or spouse, or

(2) Fifty-five Thousand Rupees, in the case of
a natural person, or Seventy-Five Thousand

Rupees, in the case of a spouse.

Tax shall be levied by ten percent on the raimgi

amount of the taxable income.

Provided that, taxshall be deducted only by
six percent on the provident fund or gratuity paid

froman approved retirement fund.

(5) For the natural persons residing in the renaséas specified
by Government of Nepal, a maxmum sum of thirty ikand Rupees
may, for the remote allowance, be added, as ple=trito the
threshold of non-taxable amount of Fifty -five Trs@and Rupees and
Seventy-Five Thousand Rupees mentioned in Subesexctl), (2), (3)
and (4) of this Schedule.

(6) The threshold as referred to in Sub-sectf{ Section 4 of
this Act shall be an income of One Hundred ThousBaodees and a

turnover equivalent to one million rupees.
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(7) The amount of tax pursuant to Sub-sectiom{§ection 4 of

this Act shall be as follows:-

@) In the case of a natural person carrying on a
business in the municipal corporation or sub-

municipal corporation area, two Thousand Rupees,

(b) In the case of a natural person carrying on a
business in the municipal area, one thousand five

hundred rupees,

(©) In the case of a natural person carrying on a
business in any other place, one Thousand

Rupees.

(8) Tax shall be levied by twenty-five percent thre taxable

income of a non-resident natural person in anynmcgear.

(9) Notwithstanding anything contained elsewhame this
Section, in cases where any resident natural pelsmna pension
income, tax shall be computed pursuant to this i@eainly on the
amount remaining balance after subtracting an @ahdit twenty-five
percent of the amount mentioned in clause (a) bfsection (1) for the
natural person or in clause (a) of Sub-sectiorfa2jhe spouse from

the taxable income.

In the case of entity (1) Tax shall be levied by twenty-five percent on

the taxable income of any entity in any income ysabject to Sub-
sections (2), (3), (4), (5) and (7) of this Section

(2) Tax shall be levied by thirty percent on theable income of

any bank, financial institution, an entity carrying general insurance
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business or petroleum works pursuant to the NepabRum Act,

2040(1983), in any income year.

Explanation: "Taxable income”, in the case of petroleum worksans
the taxable income assessed in accordance withptbeedures
mentioned in the petroleum agreement and this Aat the Rules

framed under this Act.

(3) Taxshall be levied by twenty percent on taeble income
of any entity earned in any income year as folldresn the source in

Nepal:

(@ In cases where the entity is fully involved
throughout any year in the operation of a special

industry mentioned in Section 11 of this Act,
(b) In cases where the entity,-

(1) Builds and operates any road, bridge,

tunnel, ropeway or sky-bridge, or
(2) Operates any trolley bus or tram.

(4) In cases where, in any income year, any \ertrries on
projects such as to build, operate any public gtfiacture project and
transfer it to Government of Nepal and buiding poWwouse,
generation and transmission of electricity, taXidi®levied by twenty

percent on the taxable income of that entity.

(5) In the case of the money of any deceasedeasperson or
the taxable income of the trust of a disabled sticderson, tax shall
be levied on such money or taxable income purstm®ub-sections
(1) and (4) of Section 1 of this Schedule as if theney or trust
resident were a natural person.
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(6) Tax shall be levied by ten percent on theme sent abroad
by any non-resident person's foreign permanenbéshanent situated

in Nepal in any income year.

(7) Taxshall be levied by five percent on theatde income of
any non-resident person in respect of the inconmioeed in Section

70 in any income year.
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Schedule-2

(Relating to Section 19)

Assessment of Depreciation Deduction

Categorization and classification of depreciable mperty: (1) The

depreciable property shall be categorized as fallow

Category Description of property
"A" Building, structure and similar other structareof

permanent nature.

"B" Computer, data processing equipment, furnitdiséyre

and office equipment.
"C" Automobiles, buses and mini-buses.

"D" Construction and excavation equipment, and the
depreciable properties not included in elsewhere
including Sub-section (3) of Section 17, Sub-set()
of Section 18, and Sub-section (3) of this Schedule

"E" Intangible properties except the depreciablepgrties

mentioned in category "D".

(2) Any depreciable property owned and used bymarson in
any income year in making income from a businessv@stment shall
be placed in the category as follows at the timenwit came under
ownership or came in use for the first time, anel ¢ategories shall be
deemed as the category of the depreciable propéiiyat person in

that year:
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(@ In respect of the similar properties under
ownership orin use of that person, the depreciable
properties referred to in categories "A", "B", "C"
or "D" in the same category of other properties of

that category.

(b) Inrespect of the depreciable property refetceith
category "E', they have to be placed under
different classes notwithstanding that the

properties are of the same category.

(3) The cost incurred in the excavation of ndtuesources,
extraction of minerals and its development in tlo@irse of earning
income from a business shall be deemed as the incatred in

purchasing the property for the business relatéhl thiat income.

Depreciation cost (1) Any person may, in any income year, deduct

cost equivalent to the depreciation in that yeahefproperty of each
class computed pursuant to Sub-sections (2) anaf {B)s Section, for

the classes of the depreciable properties belonginigat person.

(2) A person has to compute the depreciation dealu of the
properties of the class in his income year by uding following

formula;

A xXB

"A" means the depreciation base amount in thesatdshe property at

the end of that income year.

"B" means the rate of depreciation deduction neered in Section 3 of

this Schedule, applicable to that class.
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(3) The depreciation base amount of the depré&cjatmperties
in categories "A", "B", "C" or "D" at the end of gincome year has to
be set by subtracting the amount referred to infali@ving clause (c)

fromthe total of the following clauses (a) and. (b)

Provided that, the amount so subtracted shalbeoless than

Zero.

(@ The remaining amount after deducting
depreciation cost of that class computed pursuant
to Sub-section (2) and (6) from the depreciation
deduction base amount of that class at the end of

last year.

(b) The expenses referred to in Section 5 of this
Schedule or added to the class within that income
year and incurred for the properties added to that
class, on the depreciation deduction base amount

of that class in that year.

(¢c) Any amount derived from the disposal of any

property of that class in that year.

(4) The depreciation deduction base amount di e@preciable
property in category "D" at the end of any incoreayshall be a total

sum of the following amounts:-

(@) The depreciation deduction base amount of the
depreciable properties remaining in the class at th

end of last income year, and
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(b) The amount added pursuant to Sub-section (5) fo
the property within that class to the depreciation

deduction base amount in that fiscal year.

(5) The cost incurred for any depreciable propertiuded in
any class of the depreciable property belongingrig person has to
be added as follows to the depreciation base amofirthe class

concerned:-

(@) That property has to be computed as per the
following formula and added by considering the
first value in the time whichever is later out bét
time in which that property is included in the das
pursuant to Section 1 and the time in which

expenses are made to acquire that property:
A/3xB

For purposes of this Clause, "A' shall have the

following value for the following period:-

I. The end time of the period from the beginninglod
income year to the last day of Poush (mid January)

shall be three,

ii. The period from Magha (January/February) to st
day of Chaitra (13 April) shall be two, and

i. The period from Baisakh (Apri/May) to the laday

of the income year shall be one.

(b) The remaining part of cost shall be addedhia t
income year following the income year in which
the first part was added. Provided that, the class
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was not dissolved pursuant to Sub-section (2) of
Section 4 of this Schedule in the meantime of that

period.

(6) In cases where, in deducting the depreciatioat to be
computed pursuant to Sub-section (2) of this Sactimm the
depreciation deduction base amount of the depriecjatmperties of
categories "A", "B", "C" or "D", it be less thantl'housand Rupees,
all the remaining amounts has to be computed foditiadal

depreciation cost.

Rate of depreciation (1) The rate of depreciation applicable in theea

of each class mentioned in Sub-section (2) of 8act of this

Schedule shall, subject to Sub-section (2), b@kmafs -

Category Rate

"A" S percent

"B" 25 percent

"C" 20 percent

"D" 15 percent

"E" The rate, in percentage, to be set by adjugtirthe

nearest half year after dividing the cost of that
property at the time of its purchase by the peadbd
use of that property.

(2) The projects mentioned in Sub-section (2peftion 19 of
this Act and the entities mentioned in Sub-secti¢B)lsand (4) of
Section 2 of Schedule-1 shall get an addition a&f timrds to the rate of

depreciation applicable to the depreciable propertnentioned in

186



www.lawcommission.gov.np

categories "A", "B", "C" and "D" mentioned in Suketion (1) of this

Schedule.

Disposal of depreciable property(1) In cases where clause (a) is more

than clause (b) in computing he disposal of therel@able property or

properties used in the business or investment gf@marson, such

excess amount has to be included in the income.

(@)

(b)

The incomings derived from the disposal of his
depreciable property in any income year falling in
categories "A", "B", "C" or "D" of the class of any

person,

The depreciation deduction base amount
remaining at the end of that year of the class
pursuant to Sub-section (3) of Section 2 of this
Schedule, without including the income derived

fromthe disposal.

(2) In cases where any person disposes all thygegpties in the

class of depreciable property of that person fgoothe expiration of

any income year, the class shall be deemed todsoltied, and it shall

be as follows:-

@)

Where the depreciation deduction amount to be
set in computing depreciation as per the following
formula of the property in the class of depreciable
property is more than the depreciation deduction
base amount, that person shall be deemed to have

received such excess amount for that year.
A-B
or
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(b) Where the depreciation deduction amount to be
set in computing depreciation as per the following
formula of the property in the class of depreciable
property is more than the depreciation deduction
base amount, that person shall get remission of

such excess amount of expenses in that year.

B-A

Explanation: For purposes of this Section,-

(1) "A" means the incomings derived or to beid by any

person fromthe disposal of that property in thesry

(2) "B' means the total amount of clauses (),and (i) as

follows:-

() The remaining value of the descending systémo

the class in that yearr,

()  The outgoings of that year added to the

depreciation base amount of the class, and

(i)  The outgoings to be added to the deprecmtio
base amount of the class in the forthcoming year

pursuant to Sub-section (5) of Section 2.

(3) For purposes of this Schedule, the remaivalye of the
descending system of the class of depreciable pppeany income

year means the following amount:-

(@) In the case of categories "A", "B", "C" or "[Of
the class, of any person, the amount to be set by
subtracting depreciation, if any, of the class
computed pursuant to Sub-sections (2) and (6) of

Section 2 of this Schedule for that year from the
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depreciation base amount remaining at the end of

the preceding income year of that class,

(b) In the case of category "D" of the class, the
amount to be set by subtracting all the expenses of
the preceding income years which the person is
allowed to deduct pursuant to Sub-section (1) of
Section 2 of this Schedule 2 from the depreciation
base amount remaining at the end of preceding

income yeatr.

Financial Ordinance, 2059 (2002)

Date of Authentication and the Publication

2059.3.24 (8 July 2002)

Ordinance Number 2 of the Year 2059

An Act Made to Implement Proposals Relating to Finace of the

Government of Nepal

Preamble: Whereas, it is expedient to levy some charges stadaties,
cesses and fees, continue or alter the exsting @mel also to amend the
laws in force relating to revenue administrationoirder to implement the

proposals relating to finance of the Governmeritigpal;

Now, therefore, be it enacted by His Majesty thegkGyanendra Bir
Bikram Shah Devhas, in accordance with Articl&2 of Constitution kingdom of
Nepal, 2047(1990).
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Short titte and commencement(1) This Ordinance may be called as
the “Financial Ordinance, 2059 (2002)."

(2) This ordinance comes into force immediately.

Amendment to the Income Tax Act, 2058 (2002pf the Income Tax
Act, 2058(2002):-

(1) Of Section 2:

(@ The words "land and" shall be inserted befbeewvords

"private building" contained in Sub-clause (3).

(b) The words "achieve" shall be inserted after'fiwevide

for lease" of clause (ab) of Section (2) :

(¢c) The words "under loan liabilty" shall be insxl

beginning of Sub-clause (2) of Clause (ai) :

(d) The words "related with the work" containedciause
(aab) shall be deleted.

(20 The phrase "the total interest amount whiclesident entity
controlled by an organization entitled to tax exdmp can
deduct under Sub-section (1) in any income yearl st
exceed the total of the following amounts if theenest is paid
to the controling person or associated person”llsihea
Substituted for the phrase "the total interest amomhich a
resident entity controlled by an organization daditto tax
exemption can deduct under that Sub-section in iangme
year shall not exceed the total of the followingoamts"

contained Sub-section (2) of Section 14 .
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The following Sub-section (3a) shall be Sulgét for Sub-

section (3) of Section 24:

"(3a) Notwithstanding anything contained in Suloctgn (1),
the Department may recognize the accounting spddiy the
Nepal Rastra Bank, Subject to the Nepal Rastra Baok
2058(2002) and the banking laws in force, in respédanking

business."
Of section 59 :

(@) The following Sub-section (1a) shall be insdrtafter

section (1):

"(1a) An amount that is up to five percent of a cnel
recoverable loan held in the risk bearing fund by a
person carrying on banking business Subject to
the standards prescribed by the Nepal Rstara Bank
shall be deducted as an expense. Where the risk
bearing fund is so maintained, and the expenses
debited to the profits as a bad debt, the samé shal
not be written off, and where the amount in that
fund is capitalized or profits or dividends are
distributed, the same shall be included in the
income of the year in which such distribution is

made."

(b) The following proviso shall be inserted after Sub-

section (2):

Provided that, if the amount as referred to il-Su
section (1la) is deducted as expenditures, suchdbatt
not be deductible.”
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(5) The following proviso shall be inserted in Ssdction (1) of
Section 63:

"Provided that the Citizen Investment Fund essdad
under the Citizen Investment Fund Act, if it intenid maintain
a retirement fund, and the Employee Provident Festdblished
under the Employee Provident Fund Act, 2019(-#),aperates a
retirement fund, shall not be required to obtaimnpesion for

such fund."

(6) The words "or the retirement payments made iwye@G1ment of
Nepal' shall be inserted after the words "from ihterest”

contained in the second line of Sub-section (Bextion 65.

(7)  The following Sub-section (1) shall be Subd#tl for Sub-

section (1) of Section 74:

"(1) The taxpayer shall performthe duties as tioaed
in this Act."

(8  of Section 88:
(@ The word "and" shall be Substituted for therdg "in

making payment and if that person is an approved
retirement fund, any" contained in Sub-section &hd
the following proviso shall be Substituted for gheviso to

that Sub-section:

"Provided that, In the case of the retirement
payment made by the Government of Nepal or by the
approved retirement fund, at the Rate of six pgré®m
the benefits calculated pursuant to clause (bywih-

section (1) of Section 65,
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The following Sub-section (2) shall be subgau for
Sub-section (2):

"(2) A resident person shall, in making the
payments of dividends, having source in Nepal,
withhold tax at rate of five percent of the amoupsid
and In making payment of investment insurance
benefits, payment of benefits from an unapproved
retirement fund, withhold tax at rate of ten paicef the

amount of total paid of benefits".

The following word "financial institution orng other
entity issuing bonds or a company listed undeiais "
shall be Substituted for "financial institutiondrtained
Sub-section (3):

Of Sub-section (1) of Section 92:

@)

(b)

The following clause (e) shall be Substituted for

Clause (e):

"(e) Interest as follows paid by a bank, financial
institution or any other entity issuing bonds or a
company enlisted pursuant to the laws in force, as

mentioned in Sub-section (3) of Section 88:

The following clauses (g) and (h) shall beeiried after

clause (f):

"(g) Retirement payments made by the Government
of Nepal or an approved retirement fund,

and

(h)  Payment for meeting allowance :
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Of Section 97:

(@) The word "or" contained at the end of claugespall be

deleted.

(b) The words “shall be Substituted for the we'td

contained at the end of clause (c) and shall berted

or'.
(d) The following clause (d) shall be inserteceattlause (c):

"(d) If the motor vehicle owner making paymenttax
pursuant to Sub-section (11) of Section 1 of Scheedus

an individual, such individual.”

The word "Department” shall be Substitutectie words "Tax

Department” contained in Section 106.

Of Section 117:

(@ The words "0.1 percent" shall be Substituted the
words "one and half percent" contained in Subisect
(1), and the words "per year" shall be Substititedhe

words "per month" contained in that Sub-section.

(b) The words "0.1 percent" shall be Substituted the
words "one and half percent" contained in Subisact
(2), and the words "per year" shall be Substitdtrdhe

words "per month" contained in that Sub-section.

(13) Amendment to Schedule-1Section 1 of Schedule 1 :

(@)

The words "Sixty Five Thousand Rupees”, "Eigtiye
Thousand Rupees”, "One Hundred Forty Thousand Rupee
and " One Hundred Sixty Thousand Rupees”, respaygtshall
be Substituted for the words "fifty five Thousandipees”,

"seventy five Thousand Rupees”, "one Hundred thirty
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Thousand Rupees” and "one Hundred fifty ThousanukelRs"

contained in various places of Sub-sections (1)(32and (4).
(b) The proviso to clause (b) of Sub-section (4ldie deleted.

(b) The following Sub-sections (10) shall be inedrafter
Sub-section (9):

"(10) Notwithstanding anything contained elsewhiare
this Section, the owners of vehicles on hire shall
pay annual tax at the following rates. If the owner
of vehicle is an individual, the tax so paid shall

final and binding.

Category of vehicles Annual tax payable
per vehicle
(@) Mini-bus, mini-truck, truck and bus Rs. 1,500/-
(b) Car, jeep, van and microbus Rs.1,200/-
(c) Three wheeler, auto-rickshaw, tempo Rs. 850/-
(d) Tractor and power tiller Rs. 750/-

Financial Ordinance, 2059 (2003)

Date of Authentication and the Publication

2059.9.22 (6 June 2003)
Ordinance number 8 of the year 2059

An Act Made to Implement Proposals Relating to Finace of the Government

of Nepal
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Preamble:

Whereas, it is expedient to levy some chargesstahaties, cesses and fees,
continue or alter the existing ones and also tonahthe laws in force relating
to revenue administration in order to implement fireposals relating to

finance of the Government of Nepal;

Now, therefore, be it enacted by His Majesty thegkGyanendra Bir
Bikram Shah Dev.has, in accordance with Artick2 of Constitution kingdom of
Nepal, 2047(1990).

1. Short title and commencement(1) This Ordinance may be called as
the “Financial Ordinance, 2059 (2003)."

(2) This ordinance come into force immediately.

22. Amendment to the Income Tax Act, 2058 (2002pf the Income Tax
Act, 2058(2002):-

(1)  Of Section 2:

(@) The words "land and" shall be inserted befoeewords

"private building" contained in Sub-clause (3).

(b) The words "under loan liabilty" shall be insx

beginning of Sub-clause (2) of Clause (ai) :

(c) The words "related with the work" containedciause
(aab) shall be deleted.

(2) The words "or both Sections" shall be insertedrdfie words

"Section 12 and 63" contained in Section 5.
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The words "or both Sections" shall be inseiftdr the words
"Section 11 or 64" contained in the proviso to slayb) of

Section 6.

The phrase "the total interest amount whiclesident entity
controlled by an organization entitled to tax exdom can
deduct under Sub-section (1) in any income yeail st
exceed the total of the following amounts if theenest is paid
to the controling person or associated person”ll sihea
Substituted for the phrase "the total interest amomhich a
resident entity controlled by an organization deditto tax
exemption can deduct under that Sub-section in iangme
year shall not exceed the total of the followingoamts"

contained Sub-section (2) of Section 14 .

The following Sub-section (3a) shall be sulgét for Sub-

section (3) of Section 24:

"(3a) Notwithstanding anything contained in Sulotgm (1),
the Department may recognize the accounting spddiy the
Nepal Rastra Bank, Subject to the Nepal Rastra Baaok
2058(2002) and the banking laws in force, in respédanking

business."
Of section 59 :

(@) The following Sub-section (1a) shall be insdrtafter

section (1):

"(1la) An amount that is up to five percent of a dnel
recoverable loan held in the risk bearing fund by a
person carrying on banking business Subject to

the standards prescribed by the Nepal Rstara Bank
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shall be deducted as an expense. Where the risk
bearing fund is so maintained, and the expenses
debited to the profits as a bad debt, the samé shal
not be written off, and where the amount in that
fund is capitalized or profits or dividends are
distributed, the same shall be included in the
income of the year in which such distribution is

made."
(b)  The following proviso shall be inserted after Seot®on (2)

Provided that, if the amount as referred to it-Su
section (la) is deducted as expenditures, suchsbat

not be deductible.”

The following proviso shall be inserted in Ssdection (1) of
Section 63:

"Provided that the Citizen Investment Fund
established under the Citizen Investment Fund Adgt,
intends to maintain a retirement fund, and the Bypé
Provident Fund established under the Employee
Provident Fund Act, 2019, if it operates a retiratrfend,

shall not be required to obtain permission for sfucid.”

The words "or the retirement payments made oye@Gment of
Nepal' shall be inserted after the words "from thierest"

contained in the second line of Sub-section (Hextion 65.

The following Sub-section (1) shall be subgatl for Sub-

section (1) of Section 74:

"(1) The taxpayer shall performthe duties astiomed
in this Act."
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(10) The words “at least” contained in Sub-sec{@nof Section 81
shall be deleted.

(11) of Section 88:

@)

(b)

©)

The word "and" shall be Substituted for therdgo"in
making payment and if that person is an approved
retirement fund, any" contained in Sub-section &hyd
the following proviso shall be Substituted for fhreviso

to that Sub-section:

"Provided that, In the case of the retirement
payment made by the Government of Nepal or by the
approved retirement fund, at the Rate of six pgrédem
the benefits calculated pursuant to clause (byuwib-

section (1) of Section 65,

The following Sub-section (2) shall be Subgau for
Sub-section (2):

"(2) A resident person shall, in making the
payments of dividends, having source in Nepal, natd
tax at rate of five percent of the amount paid &md
making payment of investment insurance benefis,
payment of benefits froman unapproved retiremendf
withhold tax at rate of ten percent of the amoaifrtbtal

paid of benefits".

The following Sub-section (3) shall be Suhgsed for
Sub-section (3):

"(3) Notwithstanding anything contained in
Sub-section (1), in making payment of interest bao
amount in the form of interest as follows by a desit
bank, financial institution or any other entity usisg

199



www.lawcommission.gov.np

bonds or a company registered under the laws eeftr
any individual for deposits, bonds, debentures and
governmental bonds, tax shall be withheld from tibizl

amount of payment at the rate of six percent:
(@) Which has source in Nepal, and

(b) Which is not related with the operation of

business"
(12) Of Sub-section (1) of Section 92:

(@) The following clause (e) shall be Substitufedclause

(e):

"(e) Interest as follows paid by a bank, financial
institution or any other entity issuing bonds or a
company enlisted pursuant to the laws in force, as

mentioned in Sub-section (3) of Section 88:

(b) The following clauses (g) and (h) shall beeiried after

clause (f):

"(g) Retirement payments made by the Government
of Nepal or an approved retirement fund,

and
(h)  Payment for meeting allowance :
(13) Of Section 95:

(@) The words "by the Department" shall be inskdter

the words "may be prescribed" contained in Sutiise (1).
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(b) The words "or where it is so specified purstuanSub-
section (6) that any person is not required torSuban
estimate to pay installment of taxX' contained imbS

section (7) shall be deleted.
Of Section 97:

(@ The word "or" contained at the end of claugeshpall be

deleted.

(b) The words *“” shall be Substituted for the dsft.”

Contained at the end of clause (c) and shall berted

or.
(d) The following clause (d) shall be inserteceattlause (c):

"(d) If the motor vehicle owner making paymenttax
pursuant to Sub-section (11) of Section 1 of Scleedus

an individual, such individual.”

The word "Department” shall be Substitutectie words "Tax

Department" contained in Section 106.

The words "assessment of expenses incurrad auction sale
referred to in Sub-section (5) of Section 1€/Ball be inserted
after the words "assessment of tax' containedanse (e) of
Sub-section (1) of Section 114.

Of Section 117:

(@ The words "0.1 percent" shall be Substituted the
words "one and half percent" contained in Subisact
(1), and the words "per year" shall be SubstitUftedhe

words "per month" contained in that Sub-section.

(b) The words "0.1 percent" shall be Substituted the

words "one and half percent” contained in Subisect
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(2), and the words "per year" shall be Substitdtedhe

words

(18) Amendment

@)

(b)

()

"per month" contained in that Sub-section.
to Schedule-1Section 1 of Schedule 1:

The words "Sixty Five Thousand Rupees”, " Bighte

Thousand Rupees”, "One Hundred Forty Thousand
Rupees”, and " One Hundred Sixty Thousand Rupees”,
respectively shall be Substituted for the word&y'five

Thousand Rupees”, "seventy five Thousand Rupees”,
"one Hundred thirty Thousand Rupees" and "one
Hundred fity Thousand Rupees" contained in various

places of Sub-sections (1), (2), (3) and (4).

The proviso to clause (b) of Sub-section (4alshe
deleted.

The following Sub-sections (10) shall be ingertafter
Sub-section (9):

"(10) Notwithstanding anything contained elsewhiare
this Section, the owners of vehicles on hire shall
pay annual tax at the following rates. If the owner
of vehicle is an individual, the tax so paid slhall

final and binding.

Category of vehicles Annual tax payable

per vehicle

@M

ini-bus, mini-truck, truck and bus Rs. 1,500/-

(b) Car, jeep, van and microbus Rs.1,200/-

(c) Three wheeler, auto-rickshaw, tempo  Rs. 850/-

(d) Tractor and power tiller Rs. 750/-
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Financial Ordinance, 2060 (2004)

Date of Authentication and the Publication

20604.1(17 Jan. 2004)
Ordinance Number 7 of the year 2060

An Act Made to Implement Proposals Relating to Finace of the Government

of Nepal

Preamble: Whereas, it is expedient to levy some charges stadeties,
cesses and fees, continue or alter the existing @mel also to amend the
laws in force relating to revenue administrationoirder to implement the

proposals relating to finance of the Governmerti@pal;

Now, therefore, be it enacted by His Majesty thegkGyanendra Bir
Bikram Shah Dev.has, in accordance with Artici2 of Constitution kingdom of
Nepal, 2047(1990).

1. Short title and commencement:

(1) This Ordinance may be called as the “Finar@minance, 2060
(2004)."

(2)  This ordinance come into force immediately.

24.  Amendment to the Income Tax Act, 2058 (2002pf the Income Tax
Act, 2058(2002):-

(1) Of Section 2:

(@) The following clause (pl) shall be inserteceaftlause

():
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(p1) “turn-over® means a turn-over equivalent te th
total amount to be included under Section 7, 8 or 9
for purposes of computing the income of a

business or investment in any income year."
Of clause (r):

(1) The following Sub-clause (2a) shall be inserted

after Sub-clause (2):

(2a) A benefit of any beneficiary held in the

retirement fund,”

(2) The words "land and" shall be inserted befoee t

words "private building" contained in Sub-clause

3).

The following clause (s) shall be Substituted dlause

(s):

“(s) "organization entitled to enjoy exemption" msa

the following entity:

(1) Any of the following entities registered in the

Department as an entity enjoying tax exemption:

(@ A social, religious, educational or
benevolent organization of public nature

established with non-profit motive,

(b) An amateur sports organization so formed
with a view to promoting social or sports
related facilities that the organization or its

member does not derive profits,

204



www.lawcommission.gov.np

2 A political party registered in the Election

Commission,

(3) Vilage Development Committee, Municipality or

District Development Committee,
(4)  Nepal Rastra Bank,
(5) Government of Nepal,

Provided that in cases where any person has deaingd
benefit from the property of that organization atine
monies obtained from that organization except ikimga
payment for the property or the service providedahy
person to that organization or in discharging fiorcd in
consonance with the objective of the organization
entitled to exemption, tax exemption shall not banged

to such organization.”

(d) The figures "(1), (2), (3) and (4)" shall bebstituted for the
figures "(1), (2) and (3)" contained in Sub-clau®g of clause

X
(e) The following Sub-clauses (1) and (2) shallSwéstituted for

Sub-clauses (1) and (2) of clause (ad):

“(1) Payment for having acquired the right to estravater,
minerals or other living and non-living resourcesn the

earth, or

(2) Amounts calculated based on the quantity oueaf
living or non-living resources of the natural resms

and minerals extracted fully or partly fromthetbar
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® The following clause (af) shall be Substitufedclause (af):

"(af)

"Rent" means all payments including a premmeceived

for the house rent as well as for the lease ohgibtde

property.

Provided that this term does not include any

payment made for natural resources".

() The following clause (ab) shall be substitutedclause (ab):

"(ab) "Investment” means the act of holding onenmre

properties or investing such properties, exceph \lite

followings:

(1) Holding any property used by the owner themeof

personal use, or
(2) Employment or occupation.

Provided that holding non-business taxable property

shallbe deemed as investment."

(h) Ofclause (ae):

@)

(b)

(©)

The words " in respect of any income year" eored in
the first sentence of paragraph (b) of Sub-cladssHall
be deleted.

The word "or" shall be inserted at the end afggraph
(b) of Sub-clause (3).

The word "or" shall be inserted at the end aifgp(a) of

Sub-clause (4).
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(d) The word "or"* shall be substituted for the ddand"

contained in the second sentence of Sub-clause (6).

The words "exemption, premium under loan ligpil shall be
substituted for the word "premium" contained in thest

sentence of paragraph (2) of Sub-clause (ai).
The words "sold or" contained in clause (ajathe deleted.

The figure "(5)" shall be substituted for theufre "(4)"

contained in the second sentence of clause (ao).
The following clause (atl) shall be inserteteatlause (aad):

"(atl) "adjusted taxable income" means taxable nmco
calculated without deducting any amounts as redette in

Section 12 and without deducting any amount undép-S
section (2) of Section 14, Section 17 or 18, whadculating the

taxable income of any person in any income year."

The words "related with the work” containedcikause (aab)
shall be deleted, and the words "as referred tolanse (y)"
shall be inserted the words "any entity" containedthat

clause.

(2) Ofsection 4:

(@)

The following Sub-section (I) shall be substituted Sub-

section (1):

"(1) The amount of tax required to be paid by amyspn
referred to in Section 3 for any income year shalequal

to the total amount of tax required to be paid lbigls
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person in capacity of any one or more than onequers

mentioned in clauses (a), (b) and (c) of the Sactio

(b) The words "or both Sections" shall be inseia#tdr the figure

"71" as contained in Sub-section (2).

(c) The following clause (c) shall be Substituted ¢lause (c) of
Sub-section (3):

"(c) The employer has made a claimonly for thexsatipent of
tax on medical expenses paid by him and for Subomac
of retirement contribution paid by the employer $fih
and not claimed for Subtraction of expenses foradiom

as referred to in Section 12."

(d)  The following clause (b) shall be substituted flause (b)Of
Sub-section (4):

"(b) The income earned from the business and the
turnovers of the business do not exceed one
Hundred Twenty Thousand Rupees and Twelve

Hundred Thousand Rupees, respectively."

(e) The figures "87, 88 and 89" shall be substduta the
figure "88" contained in the fourth line of Sub-ten (6).

(3) The words "or either Sections" shall be insetdéier the words

"Section 12 or 63" contained in Section 5.

(4) The words "or both Sections" shall be inseid#ér the words
"Section 11 or 64" contained in the proviso to skub) of

Section 6.
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The words "shall be income" shall be Substiiute the words
"shall be computed in the income" contained in Sebtion (1)

of Section 7.

The words "shall be" shall be Substituted fbe twords
"computed as the income" contained in Sub-sectibnof

Section 9.

The words "Sub-section (1), (2), (3) or SecttitA" shall be
substituted the words for "Sub-section (1), (2), @ "

contained in first line of Sub-Section (4).
The following Section 11A. shall be inseradter Section 11.:

"11A. Tax chargeable on the build and operate of

infrastructures:

If any agreement is concluded between the Goverhimen
of Nepal and any person for building and operating
infrastructures, the person building and operasnigh
infrastructures shall be entitled to enjoy tax liaes
provided by this Act pertaining to tax prevailinat the
time of conclusion of that agreement during thequkeof

such agreement.”

The following Sub-section (2) shall be Subgaal for Sub-

section (2) of Section 12:

"(2) Notwithstanding anything contained in Sub-satt(1),

the expenditure deductible in any income year ullar

Sub-section shall not exceed one Hundred Thousand

Rupees or five percent of the adjusted taxablemeco

that person in that year, whichever is lesser."
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The phrase "the total interest amount whiclesident entity
controlled by an organization entitled to tax exdmp can
deduct under Sub-section (1) in any income yeail st
exceed the total of the following amounts if theenest is paid
to the controling person or associated person"ll shea
Substituted for the phrase "the total interest amomhich a
resident entity controlled by an organization deditto tax
exemption can deduct under that Sub-section in iangme
year shall not exceed the total of the followingoamts"

contained in Sub-section (2) of Section 14:
Of Section 15:
"(@) The following proviso shall be inserted kpknation (c):

"Provided that, no amount in respect of repair and
maintenance and depreciation shall be includedhen t

overhead costs of a factory."
(b)  The following proviso shall be inserted in expdtion (d):

"Provided that, no amount in respect of repair and
maintenance and depreciation shall be includedhe t

variable overhead costs of a factory."
Of Section 16:
(@  Of Sub-section (2):

(1) The word "seven" shall be substituted for the

word "five" contained in the fourth line.

(2) The phrase "and where expenses are incurred in

excess thereof, such deduction can be made only
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as per the order of such expenses incurred”

contained at the end shall be deleted.

(b) The following Sub-section (3) shall be suhgtd for
Sub-section (3):

"(3) Any excess expense or part thereof which i no
deductible by virtue of the limit referred to intsu
section (2) may be added to the depreciation base
amount of the group of the concerned property at

the beginning of the forthcoming income year".

(13) Of Section 17:

(@) The following Sub-section (2) shall be subgétu for
Sub-section (2):

"(2) Notwithstanding anything contained in Sub-
section (1), in computing the limit of expenses
deductible under that Sub-section in any income
year, it shall not exceed fifty percent of the
adjusted taxable income earned from all businesses

operated by that person®.

(b) The words "at the beginning of the coming inegrear"
shall be inserted after the word "capitalizatioohtained

in the second line of Sub-section (3).
(14) Of Section 18:

(@) The following Sub-section (2) shall be subgétu for
Sub-section (2):
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"(2) Notwithstanding anything contained in Sub-
section (1), in computing the limit of expenses
deductible under that Sub-section in any income
year, it shall not exceed fifty percent of the
adjusted taxable income earned from all businesses

operated by that person®.

(b) The words "at the beginning of the coming inegrear"
shall be inserted after the word "capitalizatioohtained

in the second line of Sub-section (3).

The words "shall' shall be substituted for therd "may"

contained in Sub-section (1) of Section 19.

The word "private" shall be Substituted foetwords "made
for* contained in the second line of paragraph s&ayl) of

explanation of Section 21.
Of Section 24
(@) ofSub-clause (2):

(1) The words "in calculating the income earnedaby
person” shall be Substituted for the words "in the

calculation of the income earned by the person

contained in Sub-section (2),

(2) The following Sub-clause (2) shall be suhgé&t

for Sub-clause (2):

"(2) the wvalue of such liability can be

ascertained actually, and"
(b) Sub-section (3) shall be deleted.
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The following Sub-section (3a) shall be insdriter
Sub-section (3):

"(3a) Notwithstanding anything contained in Sub-
section (1), the Department may recognize the atoogl
specified by the Nepal Rastra Bank, Subject toNepal
Rastra Bank Act, 2058(2002) and the banking laws in

force, in respect of banking business."

The following Sub-section (4) shall be subgau for
Sub-section (4):

"(4) In calculating a person's income earned from a
business or investment on the accrual basis, where
the person includes any payment to which the
person is entitled or deducts any payment that the
person is obliged to make and a difference in the
payment received or made by the person occurs as
a result,inter alia, of a change in exchange rate,
the amount of difference shall be adjusted at the

time when payment is received or made."

The words "refund of amount" shall be subseitli for the

words "reimbursement of amount” contained in theoséd line

of clause (a) of Sub-section (1) of Section 25.

The words "money or" contained in the secamel of clause (a)

of Sub-section (1) of Section 27 and the words "eyoand"

contained in the same clause shall be deleted.

The following Section 29 shall be SubstitutedSection 29:
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"29. Indirect payments: In cases where any person derives
benefits indirectly from payments made by the payex
person associated with him or specifies anothexqreto
receive payment, the Department may, by issuingtee
In writing, treat the person himself deriving suwodnefit
or specifying such other person as the recipient of

payment.”

The word "seller" contained in Sub-section ¢B)Section 32

shall be deleted.

The following Sub-clause (2) shall be subs¢itufor Sub-clause

(2) of clause (a) of Sub-section (1) of Section 38:

"(2) Any amount required to be included in the asgBent of
the income of that person as a result of acquisibthat

property.”

The word "payment" shall be substituted fa #ords "amount
Subject to tax' contained in the proviso to clayseof Sub-

section (1) of Section 39.
Of Section 41:

(@) The following Sub-clause (2) shall be subsgitutor Sub-

clause (2) of clause (a):

"(2) In re-disposing that property, the net outgsn
made for that property until the disposal pursuant
to this Section shall be deemed to be equal to the

amount receivable."

(b)  The following Sub-clause (2) shall be subsaétlifor Sub-
clause (2) of clause (b):
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"(2) In re-disposing that liability, the net incargis
made for that liabilty pursuant to Sub-clause (1)
until the disposal under this Section shall be

deemed to be equal to the outgoings".

(25) The word "taxable" shall be substituted fog thiords "Subject

to taxX' contained in Sub-section (2) of Section 45.

(26) Of Section 54:
(@) Of Sub-section (1):

(1) The words "if distributed" shall be inserteddre

the words "final" contained in clause (a).

(2) The following clause (b) shall be substituted f

clause (b):

"(b) No tax shall be imposed if other entities

make distribution."

(b) The following Sub-section (3) shall be subgad for
Sub-section (3):

"(3) Notwithstanding anything contained in Sub-
section (1), no tax shall be charged if dividend
received upon deduction of tax under that Sub-

section is distributed".
(c) Sub-section (4) shall be deleted.

(27) The following Sub-section (1a) shall be insdrtafter Sub-

section (1) of Section 57:
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"(la) For the purposes of computing the change iftf f

percent or more than fifty percent ownership of any

entity as referred to in Sub-section (1), only fhllowing

ownership of that entity shall be included:

@)

(b)

The ownership held by a shareholder holding one
percent or more of the total ownership of that

entity, and

The ownership held by an associated person of
the shareholder who holds more than one percent
of the total ownership of that entity, out of the

shareholders who hold less than one percent of

the total ownership of that entity."

(28) The following Sub-section (1) shall be Suhg&d for Sub-

section (1) of Section 58:

"(1) An arrangement made by any entity by maintarall of

the following conditions shall be treated as an

arrangement made for reducing dividend tax

@)

(b)

Where that entity has reserved, current or

expected profits,

Where any person who acquires an interestef th
entity and the recipient of the interest or his
associated person makes any payment to the
present or previous beneficiary of the entity @r hi
associated person irrespective of whether or not it
is related to the acquisition of interest and wieeth
or not payment is made at the time of acquisition

of interest,
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(c) Where the payment is fully or partly reflectied
the profits of that entity,

(d) Where that entity distributes dividends to the
recipient of interest and the dividends fully or

partly cover the profits."
(29) Of section 59:

(@) The following Sub-section (1a) shall be insériadter
Sub-section (1):

"(la) An amount that is up to five percent of a dnel
recoverable loan held in the risk bearing fund by a
person carrying on banking business Subject to
the standards prescribed by the Nepal Rstara Bank
shall be deducted as an expense. Where the risk
bearing fund is so maintained, and the expenses
debited to the profits as a bad debt, the samé shal
not be written off, and where the amount in that
fund is capitalized or profits or dividends are
distributed, the same shall be included in the
income of the year in which such distribution is

made."

(b) The following proviso shall be inserted in Ssdxction (2)
of Section 59:

Provided that, if the amount as referred to il-Su
section (1la) is deducted as expenditures, suchdbatt

not be deductible.”
(30) Of Section 61:
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(@) The following Sub-clause (2) shall be Subs¢itltfor

Sub-clause (2) of clause (b) of Sub-section (2):

"(2) The premiums as referred to in Sub-clauseofl)

clause (a) returned to the insured".

(b) The words "shall not be considered as expenskall be
Substituted for the words "shall be included in the

expenses” contained in Sub-section (3).
(31) Of Section 63:
(@) The following proviso shall be inserted in Sdxtion (1):

"Provided that the Citizen Investment Fund estakli under
the Citizen Investment Fund Act, if it intends taimain a
retirement fund, and the Employee Provident Fundldished
under the Employee Provident Fund Act, 2019, dipgkerates a
retirement fund, shall not be required to obtaimnpesion for

such fund."

(b) The phrase " may make a claim for deductionattulating his
income" shall be substituted for the phrase "makenaaclaim to

deduct fromthe income" contained in Sub-sectign (2

(32) The words "mentioned in Sub-section (1) oftleec2 of Schedule-1"
shall be substituted for the words "applicabledmpanies” contained

in Sub-section (3) of Section 64.

(33) The words "or the retirement payments mad&dyernment of Nepal"
shall be inserted after the words "from the int€resntained in the

second line of Sub-section (1) of Section 65.
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The word "employment" shall be Substituted fioe words "such
acts" contained in the first line of Sub-clausedqBklause (i) of Sub-

section (6) of Section 67.

The following clause (b) shall be substitutied clause (b) of the

explanation contained in Section 71.:

"(b) Average rate of tax of Nepal' means the raiebe set by
multiplying with one Hundred the amount to be set b
dividing the amount of tax payable by a personedsrred to
in clause (a) of Section 3 in any income year by taxable
income of that person in that year prior to theuatinent of

any foreign taxin that year."

The following Sub-section (1) shall be Suthgé&d for Sub-section (1)
of Section 74:

"(1) The taxpayer shall performthe duties as me®d in this Act."

The words “at least” contained in Sub-sec{®of Section 81 shall be

deleted.
Of Section 88:

“(@ The word "and" shall be Substituted for therg "in making
payment and if that person is an approved retir¢fogrd, any”
contained in Sub-section (1), and the followingypso shall be

Substituted for the proviso to that Sub-section:

"Provided that, In the case of the retirement payme
made by the Government of Nepal or by the approeagment
fund, at the Rate of six percent from the benefidculated

pursuant to clause (b) of Sub-section (1) of Secsb,
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(b) The following Sub-section (2) shall be Subd#tl for Sub-

section (2):

"(2)

A

resident person shall, in making the followi

payments having source in Nepal, withhold tax a th

following rate:

(@)

(b)

(©)

In making payment of dividends, five percent of

the amount paid,

In making payment of investment insurance

benefits, five percent of the amount of benefits,

In making payment of benefits from an
unapproved retirement fund, ten percent of the

amount of benefits".

(c) The following Sub-section (3) shall be Subd#tl for Sub-

section (3):

"(3) Notwithstanding anything contained in Sub-

section (1), in making payment of interest or of an
amount in the form of interest as follows by a desit
bank, financial institution or any other entity usisg
bonds or a company registered under the laws in
force to any individual for deposits, bonds,
debentures and governmental bonds, tax shall be
withheld from the total amount of payment at thie ra

of sixpercent:
(@) Which has source in Nepal, and

(b) Which is not related with the operation of busiiess
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(39) The phrase "in the following conditions, therson Subject to tax
withholding" shall be Substituted for the phrase thses where the
person withholding tax does not withhold or pay @aaxfollows, both
the person Subject to tax withholding" containe®ub-section (5) of
Section 90.

(40) Of Sub-section (1) of Section 92:
(@) The following clause (e) shall be Substitufi@dclause (e):

"(e) Interest as follows paid by a bank, finangiakitution or
any other entity issuing bonds or a company erliste
pursuant to the laws in force, as mentioned in Sub-

section (3) of Section 88:

(1) Which has source in Nepal and which is not
related with the operation of business and paid to

an individual,

(2) Which is paid to an institution entitled to tax

exemption pursuant to clause (d) of Section 2.”

(b) The following clauses (g) and (h) shall be mse after clause

(f):

"(g) Retirement payments made by the GovernmerNegmfal

or an approved retirement fund, and

(h) Payment for meeting allowance, payment for hé&sg
based on the count of teaching, payment for setting

guestion papers and examination of answer paper."

(41) Of Section 94:
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(@ The following Sub-section (1) shall be Subgétu for Sub-

section (1):

"(1) A person who has or will have assessable irconany
income year from any business or investment hasayjo

taxin three installments as follows:

Date on which payment has to be made Amount to be paid

By the end oPoush (mid January) Amount of due and payable

out of 40% of the estimated tax

tax

By the end oChaitra (mid April) Amount of due and payable t

out of 70% of the estimated tax

By the end ofAshad (mid July) Amount of due and payable {

out of 100% of the estimated tax

ax

Explanation: For the purposes of this Sub-section,-

(@) "Estimated taX' means the estimated tax inaiimént
computed by any person liable to pay taxin inskat
pursuant to Section 95 at the time when the inmaealt

taxis to be paid in any year.

(b) "Due and payable tax' means the amount thaairem
shortfall after Subtracting the following total sdram
the amount to be set by the percentage prescribed f
payment of estimated tax in installments under 8ub-

section:
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(1) The amount of tax paid in that income year by a
prior installment pursuant to this Section before
the date on which the installment in question is to

be paid,

(2) The amount of tax deducted from the payments to
be included in computing the income of any
person in any income year pursuant to Chapter-17
before the date on which the installment in

guestion is to be paid in that year,

(3) In cases where the agent withholding tax or the
person Subject to tax withholding pays to the
Department the amount of tax deemed to be
withheld from the payment referred to in clause (2)
pursuant to Sub-section (3) of Section 90 in that
year before the date on which the installment is to

be paid, such amount of tax, and

4 The amount of tax adjustment for medical
treatment expenses which that person may claim
pursuant to Section 51 in respect of the accepted
medical treatment expenses incurred by that
person before the date on which the installment is

to be paid.”

(b) The words "total of all installments" shall be Stiiged

for the words “of installments" contained in SulcB@En

@2)."

Of Section 95:
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(@ The words "by the Department” shall be insertdtér the
words "may be prescribed" contained in Sub-sedtipn

(b) The words "or where it is so specified pursu@EnSub-section
(6) that any person is not required to Submit amase to pay

installment of tax' contained in Sub-section (7akhe deleted.

Of Sub-section (2) of Section 96:
(@) Sub-clauses (4) and (5) of clause (a) shalddeted.

(b)  Sub-clause (1) of clause (c) shall be deleted.
Of Section 97:

(@) The words "except where the Department issuedten order
or issues order by publishing a public notice" bHa
Substituted for the words "except where the Depamtrissues

a written order" contained at the beginning.

(b) The word "or" contained at the end of clausg gball be

deleted.

(¢c) The words “natural person or’ shall be Subséikl for the

words “natural person” contained at the end ofs@(c).
(d)  The following clause (d) shall be inserted afiause (c):

“(d) If the motor vehicle owner making payment a&ixt
pursuant to Sub-section (11) of Section 1 of Scheedus

an individual, such individual.”

The word "fifteen" shall be Substituted forethword "seven"

contained in the fourth line of Sub-section (6pettion 101.
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The word "Department" shall be Substituted fbe words "Tax

Department" contained in Section 106.

The words "assessment of expenses incurreghiauction sale as
referred to in Sub-section (5) of Section 105" Elh@linserted after the
words" assessment of tax' contained in clausef@®yb-section (1) of

Section 114.

The following Sub-section (6) shall be suhgtd for Sub-section (6)
of Section 115:

(6) Fifty percent of the amount of payable takt paid as deposit
while filing an applicant against a decision mdepursuant

to clause (e) of sub-section (1) of Section 114.
Of Section 117:

(@) The words "0.1 percent" shall be Substitutedtie words "one
and half percent" contained in Sub-section (1), #redwords
"per year" shall be Substituted for the words "paonth"

contained in that Sub-section.

(b) The words "0.1 percent" shall be Substitutedti@ words "one
and half percent" contained in Sub-section (2), #redwords
"per year" shall be Substituted for the words "mesnth"

contained in that Sub-section.
The following Section 118 shall be substitutedSection 118:

"118. Interest to be charged where the person makg payment in

installments makes lesser payment of estimated tax:

(1) In cases where, in the case of the amountsifiiment

to be paid by any person under Section 94 in aogrme
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year, the amount mentioned in clause (b) is moaia the
amount mentioned in clause (a), interest shallHzged

on such excess amount pursuant to Sub-section (2):

(@) Amount of each installment paid by that person in

any income yeatr,

(b) Eighty percent of the estimated or revised estithate
amount of total amount payable by installments for
each installment period in that income year if such
estimate or revised estimate is correct and, ihsuc
estimated or revised estimated amount is not crrec
that of such amount, of the total amount of tals¢o
paid by any person referred to in clauses (a) ahd (
of Section 3, as is to be paid in installment facle

installment period in any income year.

2 A person mentioned in Sub-section (1) shallpty
interest at standard rate of each month and poatidhe
month, from the due date for payment of the insEit

in that year to the date excess amount is paid.

(3) Notwithstanding anything mentioned in Subsett{@),
A person mentioned in Sub-section who fails to pag
excess amount even up to the due date to paytexx af
assessment of tax under Section 99, the persohbshal
liable to pay an interest at standard interestfaateach
month and portion of a month from the due date of
installment payment to the date due to pay tax afte

assessment of taxunder Section.

(51) Repeal Section 66 shall be deleted.
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(52) Amendmentto Schedule-1:

(1) Of Section 1:

@)

(b)

(©)

(d)
(€)

The words "Eighty Thousand Rupees”, "One Huadre
Thousand Rupees", "one Hundred Fifty five Thousand
Rupees", and " One Hundred Seventy-Five Thousand
Rupees"”, respectively shall be Substituted forwbeds
“fifty five Thousand Rupees”, "seventy five Thoudan
Rupees”, "one Hundred thirty Thousand Rupees" and
"one Hundred fifty Thousand Rupees" contained in

various places of Sub-sections (1), (2), (3) and (4

The proviso to clause (b) of Sub-section (4alshe
deleted.

The following Sub-section (5) shall be Subgau for
Sub-section (5):

"(5) For the individuals working in the remote agea
specified by the Government of Nepal, a maximum
sum of thity Thousand Rupees shall, for the
remote allowance, be deducted from the taxable
income, as prescribed, and the tax shall then be
calculated on the remaining amount only, in

accordance with this Section".
Sub-section (6) shall be deldetd.

The following Sub-sections (10), (11) and (Ehall be

inserted after Sub-section (9):

"(10) Notwithstanding anything contained elsewhiare
this Section, where any resident individual has
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procured an insurance business, the amount to be
set by seven percent of the sum of investment
insurance or ten Thousand Rupees, whichever is
lesser, out of the premium paid for the same, shall
be deducted from the taxable income, and the tax
shall then be calculated on the remaining amount

only, in accordance with this Section®.

(11) Notwithstanding anything contained elsewhere in
this Section, the owners of vehicles on hire spaj
annual tax at the following rates. If the owner of

vehicle is an individual, the tax so paid shallfinal

and binding.
Category of vehicles Annual tax payable
per vehicle
(@) Mini-bus, mini-truck, truck and bus Rs. 1,500/-
(b) Car, jeep, van and microbus Rs.1,200/-
(c) Three wheeler, auto-rickshaw, tempo Rs. 850/-
(d) Tractor and power tiller Rs. 750/-

(12) Notwithstanding anything contained elsewhare i
this Section, in the following cases where twenty
five percent of tax rate is applicable on taxable
income at the calculation of tax that shall be daxe

only at the rate of twenty percent.
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(@) a natural person who is fully engaged in the
operation of a special industry mentioned in
Section 11 of this Act.

(b) a natural person who derives income from

export in an income year.

(2) Of Section 2:

(@) The following clause (b) shall be Substitutedclause (b) of
Sub-section (3):

"(b) In cases where the entity,

(1) Builds and operates any road, bridge, tunnel,

ropeway or sky-bridge, or
(2) Operates any trolley bus or tram, or"
(3) Derives income fromexport in an income yeatr.

(b) The following Sub-section (5) shall be Suhsgtd for Sub-

section (5):

"(5) Tax shall be levied, pursuant to Sub-secti@h)sand (4)
of Section 1 of this Schedule, on the taxable ine@ha
trust acquiring or looking after the property bejorg to
any deceased resident person or of a disableder&sid
individual in any income year as if the one who w@acep
or looks after or that trust money or trust resideare an

individual."
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Financial Ordinance, 2060 (2004)

Date of Authentication and the Publication

206010.1(15 Jan 2004)
Ordinance number 19 of the year 2060

An Act Made to Implement Proposals Relating to Finace of the Government

of Nepal
Preamble:

Whereas, it is expedient to levy some chargesstaketies, cesses and fees,
continue or alter the existing ones and also tonahthe laws in force relating
to revenue administration in order to implement fireposals relating to

finance of the Government of Nepal,

Now, therefore be it enacted by His Majesty the King Gyanendia B
Bikram Shah Dev. has, in accordance with Articlecf2Constitution kingdom of

Nepal, 2047(1990).
1. Short titlte and commencement;

(1) This Ordinance may be called as the “Finar@idinance, 2060
(2004)."

(2) This ordinance come into force immediately.

24. Amendment to the Income Tax Act, 2058 (2002f the Income Tax
Act, 2058(2002):-

(1) Of Section 2

(@) The following clause (pl) shall be inserteceattlause

(P):
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(p1) “turn-over® means a turn-over equivalent te th
total amount to be included under Section 7, 8 or 9
for purposes of computing the income of a

business or investment in any income year."
Of clause (r):

(1) The following Sub-clause (2a) shall be inserted

after Sub-clause (2):

(2a) A benefit of any beneficiary held in the

retirement fund,”

(2) The words "land and" shall be inserted befoee t

words "private building" contained in Sub-clause

3).

The following clause (s) shall be Substituted dlause

(s):

“(s) "organization entitled to enjoy exemption" msa

the following entity:

(1) Any of the following entities registered in the

Department as an entity enjoying tax exemption:

(@ A social, religious, educational or
benevolent organization of public nature

established with non-profit motive,

(b) An amateur sports organization so formed
with a view to promoting social or sports
related facilities that the organization or its

member does not derive profits,
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2 A political party registered in the Election

Commission,

(3) Vilage Development Committee, Municipality or

District Development Committee,
(4)  Nepal Rastra Bank,
(5) Government of Nepal,

Provided that, in cases where any person has
derived any benefit fromthe property of that ongation
and the monies obtained from that organization gxre
making payment for the property or the service pred
by any person to that organization or in dischaygin
functions in consonance with the objective of the
organization entitled to exemption, tax exemptitalsnot

be granted to such organization."

The figures "(2), (2), (3) and (4)" shall bebstituted for the
figures "(1), (2) and (3)" contained in Sub-clau®g of clause

().

The following Sub-clauses (1) and (2) shallSestituted for

Sub-clauses (1) and (2) of clause (ad):

“(1) Payment for having acquired the right to estravater,
minerals or other living and non-living resourcesn the

earth, or

(2) Amounts calculated based on the quantity oueaf
living or non-living resources of the natural resms

and minerals extracted fully or partly fromthetbar
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® The following clause (af) shall be Substitufedclause (af):

"(af)

"Rent" means all payments including a premmeceived

for the house rent as well as for the lease ohgibtde

property.

Provided that, this term does not include any

payment made for natural resources".

() The following clause (ab) shall be substitutedclause (ab):

"(ab) "Investment” means the act of holding onenmre

properties or investing such properties, exceph \lite

followings:

(1) Holding any property used by the owner themeof

personal use, or
(2) Employment or occupation.

Provided that holding non-business taxable property

shallbe deemed as investment."

(h) Ofclause (ae):

@)

(b)

(©)

The words " in respect of any income year" eored in
the first sentence of paragraph (b) of Sub-cladssHall
be deleted.

The word "or" shall be inserted at the end afggraph
(b) of Sub-clause (3).

The word "or" shall be inserted at the end aifgp(a) of

Sub-clause (4).
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(d) The word "or"* shall be substituted for the ddand"

contained in the second sentence of Sub-clause (6).

() The words "exemption, premium under loan liggil shall be
substituted for the word "premium" contained in thest

sentence of paragraph (2) of Sub-clause (ai).
()] The words "sold or" contained in clause (ajathe deleted.

(k) The figure "(5)" shall be substituted for thgure "(4)"

contained in the second sentence of clause (ao).
() The following clause (atl) shall be inserteteatlause (aad):

"(atl) "adjusted taxable income" means taxable nmco
calculated without deducting any amounts as redette in

Section 12 and without deducting any amount undép-S
section (2) of Section 14, Section 17 or 18, whadculating the

taxable income of any person in any income year."

(m) The words "related with the work" containedciause (aab)
shall be deleted, and the words "as referred tolanse (y)"
shall be inserted the words "any entity" containedthat

clause.
(2) Ofsection 4:

(@) The following Sub-section (I) shall be subdsa for Sub-

section (1):

"(1) The amount of tax required to be paid by amyspn
referred to in Section 3 for any income year shalequal

to the total amount of tax required to be paid ligts
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person in capacity of any one or more than onequers

mentioned in clauses (a), (b) and (c) of the Sactio

(b) The words "or both Sections" shall be inseia#tdr the figure

"71" as contained in Sub-section (2).

(c) The following clause (c) shall be Substituted ¢lause (c) of
Sub-section (3):

"(c) The employer has made a claimonly for thexsatipent of
tax on medical expenses paid by him and for Subomac
of retirement contribution paid by the employer $fih
and not claimed for Subtraction of expenses foradiom

as referred to in Section 12."

(d)  The following clause (b) shall be substituted flause (b)Of
Sub-section (4):

"(b) The income earned from the business and the
turnover of the business do not exceed one
hundred Twenty thousand rupees and Twelve

Hundred Thousand rupees, respectively."

(e) The figures "87, 88 and 89" shall be substduta the
figure "88" contained in the fourth line of Sub-ten (6).

(3) The words "or both Sections” shall be inseia#tér the words

"Section 12 or 63" contained in Section 5.

(4) The words "or both Sections" shall be inseia#ér the words
"Section 11 or 64" contained in the proviso to skub) of

Section 6.
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The words "shall be income" shall be Substiiute the words
"shall be computed in the income" contained in Sebtion (1)

of Section 7.

The words "shall be" shall be Substituted fbe twords
"computed as the income" contained in Sub-sectibnof

Section 9.

The words "Sub-section (1), (2), (3) or SecttitA" shall be
substituted the words for "Sub-section (1), (2), @ "

contained in first line of Sub-Section (4).
The following Section 11A. shall be inseradter Section 11.:

"11A. Tax chargeable on the build and operate of

infrastructures:

If any agreement is concluded between the Goverhimen

of Nepal and any person for building and operating

infrastructures, the person building and operasnigh
infrastructures shall be entitled to enjoy tax liaes
provided by this Act pertaining to tax prevailinat the
time of conclusion of that agreement during thequkeof

such agreement.”

The following Sub-section (2) shall be Subgaal for Sub-

section (2) of Section 12:

"(2) Notwithstanding anything contained in Sub-satt(1),

the expenditure deductible in any income year ullar

Sub-section shall not exceed one hundred thousand

rupees or five percent of the adjusted taxablenmecthat

person in that year, whichever is lesser."
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The phrase "the total interest amount whiclesident entity
controlled by an organization entitled to tax exdmp can
deduct under Sub-section (1) in any income yeail st
exceed the total of the following amounts if theenest is paid
to the controling person or associated person"ll shea
Substituted for the phrase "the total interest amomhich a
resident entity controlled by an organization deditto tax
exemption can deduct under that Sub-section in iangme
year shall not exceed the total of the followingoamts"

contained in Sub-section (2) of Section 14:
Of Section 15:
"(@) The following proviso shall be inserted kpknation (c):

"Provided that no amount in respect of repair and
maintenance and depreciation shall be includedhen t

overhead costs of a factory."
(b)  The following proviso shall be inserted in expdtion (d):

"Provided that, no amount in respect of repair and
maintenance and depreciation shall be includedhe t

variable overhead costs of a factory."
Of Section 16:
(@  Of Sub-section (2):

(1) The word "seven" shall be Substituted for the

word "five" contained in the fourth line.

(2) The phrase "and where expenses are incurred in

excess thereof, such deduction can be made only
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as per the order of such expenses incurred”

contained at the end shall be deleted.

(b) The following Sub-section (3) shall be Suhgtd for
Sub-section (3):

"(3) Any excess expense or part thereof which i no
deductible by virtue of the limit referred to intsu
section (2) may be added to the depreciation base
amount of the group of the concerned property at

the beginning of the forthcoming income year".

(13) Of Section 17:

(@) The following Sub-section (2) shall be Subgétu for
Sub-section (2):

"(2) Notwithstanding anything contained in Sub-
section (1), in computing the limit of expenses
deductible under that Sub-section in any income
year, it shall not exceed fifty percent of the
adjusted taxable income earned from all businesses

operated by that person®.

(b) The words "at the beginning of the coming inegrear"
shall be inserted after the word "capitalizatioohtained

in the second line of Sub-section (3).
(14) Of Section 18:

(@) The following Sub-section (2) shall be subgétu for
Sub-section (2):
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"(2) Notwithstanding anything contained in Sub-
section (1), in computing the limit of expenses
deductible under that Sub-section in any income
year, it shall not exceed fifty percent of the
adjusted taxable income earned from all businesses

operated by that person®.

(b) The words "at the beginning of the coming inegrear"
shall be inserted after the word "capitalizatioohtained

in the second line of Sub-section (3).

The words "shall' shall be substituted for therd "may"

contained in Sub-section (1) of Section 19.

The word "private" shall be Substituted foetwords "made
for* contained in the second line of paragraph s&ayl) of

explanation of Section 21.
Of Section 24
(@) of Sub-clause (2):

(1) The words "in calculating the income earnedaby

person” shall be Substituted for the words "in the

calculation of the income earned by the person

contained in Sub-section (2),

(2) The following Sub-clause (2) shall be Suhgé&t

for Sub-clause (2):

"(2) the wvalue of such liability can be

ascertained actually, and"
(b) Sub-section (3) shall be deleted.
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The following Sub-section (3a) shall be insdriter
Sub-section (3):

"(3a) Notwithstanding anything contained in Sub-
section (1), the Department may recognize the atoogl
specified by the Nepal Rastra Bank, Subject toNepal
Rastra Bank Act, 2058(2002) and the banking laws in

force, in respect of banking business."

The following Sub-section (4) shall be Subgau for
Sub-section (4):

"(4) In calculating a person's income earned from a
business or investment on the accrual basis, where
the person includes any payment to which the
person is entitled or deducts any payment that the
person is obliged to make and a difference in the
payment received or made by the person occurs as
a result,inter alia, of a change in exchange rate,
the amount of difference shall be adjusted at the

time when payment is received or made."

The words "refund of amount" shall be subseitli for the

words "reimbursement of amount” contained in theoséd line

of clause (a) of Sub-section (1) of Section 25.

The words "money or" contained in the secamel of clause (a)

of Sub-section (1) of Section 27 and the words "eyoand"

contained in the same clause shall be deleted.

The following Section 29 shall be SubstitutedSection 29:
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"29. Indirect payments: In cases where any person derives
benefits indirectly from payments made by the payex
person associated with him or specifies anothexqreto
receive payment, the Department may, by issuingtee
In writing, treat the person himself deriving suwodnefit
or specifying such other person as the recipient of

payment.”

The word "seller" contained in Sub-section ¢B)Section 32

shall be deleted.

The following Sub-clause (2) shall be Subs¢itufor Sub-clause
(2) of clause (a) of Sub-section (1) of Section 38:

"(2) Any amount required to be included in the asgBent of
the income of that person as a result of acquisibthat

property.”

The word "payment" shall be Substituted fore tiwords
"amount Subject to tax' contained in the proviseleuse (c) of

Sub-section (1) of Section 39.
Of Section 41.:

(@ The following Sub-clause (2) shall be Subs¢itltfor

Sub-clause (2) of clause (a):

"(2) In re-disposing that property, the net outgsn
made for that property until the disposal pursuant
to this Section shall be deemed to be equal to the

amount receivable."

(b) The following Sub-clause (2) shall be Subsétutfor
Sub-clause (2) of clause (b):
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"(2) In re-disposing that liability, the net incargis
made for that liabilty pursuant to Sub-clause (1)
until the disposal under this Section shall be

deemed to be equal to the outgoings".

(25) The word "taxable" shall be substituted fog thiords "Subject

to taxX' contained in Sub-section (2) of Section 45.

(26) Of Section 54:
(@) Of Sub-section (1):

(1) The words "if distributed" shall be inserteddre

the words "final" contained in clause (a).

(2) The following clause (b) shall be substituted f

clause (b):

"(b) No tax shall be imposed if other entities

make distribution."

(b) The following Sub-section (3) shall be subgad for
Sub-section (3):

"(3) Notwithstanding anything contained in Sub-
section (1), no tax shall be charged if dividend
received upon deduction of tax under that Sub-

section is distributed".
(c) Sub-section (4) shall be deleted.

(27) The following Sub-section (1a) shall be insdrtafter Sub-

section (1) of Section 57:
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"(la) For the purposes of computing the change iftf f

percent or more than fifty percent ownership of any

entity as referred to in Sub-section (1), only fhllowing

ownership of that entity shall be included:

@)

(b)

The ownership held by a shareholder holding one
percent or more of the total ownership of that

entity, and

The ownership held by an associated person of
the shareholder who holds more than one percent
of the total ownership of that entity, out of the

shareholders who hold less than one percent of

the total ownership of that entity."

(28) The following Sub-section (1) shall be Suhg&d for Sub-

section (1) of Section 58:

"(1) An arrangement made by any entity by maintarall of

the following conditions shall be treated as an

arrangement made for reducing dividend tax

@)

(b)

Where that entity has reserved, current or

expected profits,

Where any person who acquires an interestef th
entity and the recipient of the interest or his
associated person makes any payment to the
present or previous beneficiary of the entity @r hi
associated person irrespective of whether or not it
is related to the acquisition of interest and wieeth
or not payment is made at the time of acquisition

of interest,
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(c) Where the payment is fully or partly reflectied
the profits of that entity,

(d) Where that entity distributes dividends to the
recipient of interest and the dividends fully or

partly cover the profits."
(29) Of section 59:

(@) The following Sub-section (1a) shall be insériadter
Sub-section (1):

"(la) An amount that is up to five percent of a dnel
recoverable loan held in the risk bearing fund by a
person carrying on banking business Subject to
the standards prescribed by the Nepal Rstara Bank
shall be deducted as an expense. Where the risk
bearing fund is so maintained, and the expenses
debited to the profits as a bad debt, the samé shal
not be written off, and where the amount in that
fund is capitalized or profits or dividends are
distributed, the same shall be included in the
income of the year in which such distribution is

made."

(b) The following proviso shall be inserted in Ssdxction (2)
of Section 59:

Provided that, if the amount as referred to ub-S
section (la) is deducted as expenditures, such dbsd

not be deductible.”
(30) Of Section 61:
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(@) The following Sub-clause (2) shall be Subs¢itltfor

Sub-clause (2) of clause (b) of Sub-section (2):

"(2) The premiums as referred to in Sub-clauseofl)

clause (a) returned to the insured".

(b) The words "shall not be considered as expenskall be
Substituted for the words "shall be included in the

expenses” contained in Sub-section (3).
(31) Of Section 63:
(@) The following proviso shall be inserted in Sdxtion (1):

"Provided that the Citizen Investment Fund estakli under
the Citizen Investment Fund Act, if it intends taimain a
retirement fund, and the Employee Provident Fundldished
under the Employee Provident Fund Act, 2019(-#),aperates a
retirement fund, shall not be required to obtaimnpesion for

such fund."

(b) The phrase " may make a claim for deductionattulating his
income" shall be Substituted for the phrase "maltenaclaim

to deduct fromthe income" contained in Sub-sec&)n

(32) The words "mentioned in Sub-section (1) oftleec2 of Schedule-1"
shall be Substituted for the words "applicabledmpanies” contained

in Sub-section (3) of Section 64.

(33) The words "or the retirement payments mad&dyernment of Nepal"
shall be inserted after the words "from the int€resntained in the

second line of Sub-section (1) of Section 65.
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The word "employment" shall be Substituted fioe words "such

acts" contained in the first line of Sub-clausedqBklause (i) of Sub-

section (6) of Section 67.

The following clause (b) shall be substitutied clause (b) of the

explanation contained in Section 71.:

"(b) "Average rate of tax of Nepal" means the ratde set by
multiplying with one hundred the amount to be setdividing

the amount of tax payable by a person as refeaé@t¢lause (a)
of Section 3 in any income year by the taxable memf that
person in that year prior to the adjustment of &rgign taxin

that year."

The following Sub-section (1) shall be Suhgé&d for Sub-section (1)

of Section 74:

"(1) The taxpayer shall performthe duties as me=d in this Act."

The words “at least” contained in Sub-sec{®of Section 81 shall be

deleted.

Of Section 88:

‘(@)

The word "and" shall be Substituted for thera® "in making
payment and if that person is an approved retir¢fogrd, any”
contained in Sub-section (1), and the followingypso shall be

Substituted for the proviso to that Sub-section:

"Provided that, In the case of the retirement payme
made by the Government of Nepal or by the approeagment
fund, at the Rate of six percent from the benefidculated

pursuant to clause (b) of Sub-section (1) of Secsb,
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(b) The following Sub-section (2) shall be Subd#tl for Sub-

section (2):

"(2)

A

resident person shall, in making the followi

payments having source in Nepal, withhold tax a th

following rate:

(@)

(b)

(©)

In making payment of dividends, five percent of

the amount paid,

In making payment of investment insurance

benefits, five percent of the amount of benefits,

In making payment of benefits from an
unapproved retirement fund, ten percent of the

amount of benefits".

(c) The following Sub-section (3) shall be Subd#tl for Sub-

section (3):

"(3) Notwithstanding anything contained in Sub-

section (1), in making payment of interest or of an
amount in the form of interest as follows by a desit
bank, financial institution or any other entity usisg
bonds or a company registered under the laws in
force to any individual for deposits, bonds,
debentures and governmental bonds, tax shall be
withheld from the total amount of payment at thie ra

of sixpercent:
(@) Which has source in Nepal, and

(b) Which is not related with the operation of

business"
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(39) The phrase "in the following conditions, therson Subject to tax
withholding" shall be Substituted for the phrase thses where the
person withholding tax does not withhold or pay @aaxfollows, both
the person Subject to tax withholding" containe®ub-section (5) of
Section 90.

(40) Of Sub-section (1) of Section 92:
(@) The following clause (e) shall be Substitufi@dclause (e):

"(e) Interest as follows paid by a bank, finangiakitution or
any other entity issuing bonds or a company erliste
pursuant to the laws in force, as mentioned in Sub-

section (3) of Section 88:

(1) Which has source in Nepal and which is not
related with the operation of business and paid to

an individual,

(2) Which is paid to an institution entitled to tax

exemption pursuant to clause (d) of Section 2.”

(b) The following clauses (g) and (h) shall be mse after clause

(f):

"(g) Retirement payments made by the GovernmerNegmfal

or an approved retirement fund, and

(h) Payment for meeting allowance, payment for hé&sg
based on the count of teaching, payment for setting

guestion papers and examination of answer paper."

(41) Of Section 94:
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(@ The following Sub-section (1) shall be Subgétu for Sub-

section (1):

"(1) A person who has or wil

income year from any bu

| have assessable ircimnany

siness or investment ha=ayo

taxin three installments as follows:

Date on which payment has to be madle

Amount to be paid

By the end oPoush (mid January)

Amount of due and payable

out of 40% of the estimated tax

—+

ax

By the end ofChaitra (mid April)

Amount of due and payable t

out of 70% of the estimated tax

X

By the end ofAshad (mid July)

Amount of due and payable

out of 100% of the estimated taj

Explanation: For the purposes of this Sub-section,-

(@) "Estimated taX' means the estimated tax inaiimént

computed by any person liable to pay taxin inskat

pursuant to Section 95 at the time when the inmaealt

taxis to be paid in any year.

(b) "Due and payable tax' means the amount thaairem

shortfall after Subtracting the following total sdram

the amount to be set by the percentage prescribed f

payment of estimated tax in installments under 8ub-

section:
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(1) The amount of tax paid in that income year by a
prior installment pursuant to this Section before
the date on which the installment in question is to

be paid,

(2) The amount of tax deducted from the payments to
be included in computing the income of any
person in any income year pursuant to Chapter-17
before the date on which the installment in

guestion is to be paid in that year,

(3) In cases where the agent withholding tax or the
person Subject to tax withholding pays to the
Department the amount of tax deemed to be
withheld from the payment referred to in clause (2)
pursuant to Sub-section (3) of Section 90 in that
year before the date on which the installment is to

be paid, such amount of tax, and

4 The amount of tax adjustment for medical
treatment expenses which that person may claim
pursuant to Section 51 in respect of the accepted
medical treatment expenses incurred by that
person before the date on which the installment is

to be paid.”

(b)  The words "total of all installments” shall Babstituted

for the words “of installments" contained in Sulzien

@2)."

Of Section 95:
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(@ The words "by the Department” shall be insertdtér the
words "may be prescribed" contained in Sub-sedtipn

(b) The words "or where it is so specified pursu@EnSub-section
(6) that any person is not required to Submit amase to pay

installment of tax' contained in Sub-section (7akhe deleted.

Of Sub-section (2) of Section 96:
(@) Sub-clauses (4) and (5) of clause (a) shalddeted.

(b)  Sub-clause (1) of clause (c) shall be deleted.
Of Section 97:

(@) The words "except where the Department issuedten order
or issues order by publishing a public notice" bHa
Substituted for the words "except where the Depamtrissues

a written order" contained at the beginning.

(b) The word "or" contained at the end of clausg gball be

deleted.

(¢c) The words “natural person or’ shall be Subséikl for the

words “natural person” contained at the end ofs@(c).
(d)  The following clause (d) shall be inserted afiause (c):

“(d) If the motor vehicle owner making payment a&ixt
pursuant to Sub-section (11) of Section 1 of Scheedus

an individual, such individual.”

The word "fifteen" shall be Substituted forethword "seven"

contained in the fourth line of Sub-section (6pettion 101.
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The word "Department" shall be Substituted fbe words "Tax

Department" contained in Section 106.

The words "assessment of expenses incurreghiauction sale as
referred to in Sub-section (5) of Section 105" Elh@linserted after the
words "assessment of tax' contained in clausef@®yb-section (1) of

Section 114.

The following Sub-section (6) shall be suhggd for Sub-section (6) of
Section 115:

(6) Fifty percent of the amount of payable tak® paid as deposit
while filing an applicant against a decision mdepursuant

to clause (e) of sub-section (1) of Section 114.
Of Section 117:

(@) The words "0.1 percent" shall be Substitutedtie words "one
and half percent" contained in Sub-section (1), #redwords
"per year" shall be Substituted for the words "paonth"

contained in that Sub-section.

(b) The words "0.1 percent" shall be Substitutedti@ words "one
and half percent" contained in Sub-section (2), #redwords
"per year" shall be Substituted for the words "mesnth"

contained in that Sub-section.
The following Section 118 shall be substitutedSection 118:

"118. Interestto be chargedwhere the person makg paymentin

installments makes lesser payment of estimated tax:

(1) In cases where, in the case of the amountsialiment to

be paid by any person under Section 94 in any iecpear,
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the amount mentioned in clause (b) is more tharath@unt
mentioned in clause (a), interest shall be chameduch

excess amount pursuant to Sub-section (2):

(c) Amount of each installment paid by that personng a

income yeatr,

(d) Eighty percent of the estimated or revised estithate
amount of total amount payable by installments for
each installment period in that income year if such
estimate or revised estimate is correct and, ifhsuc
estimated or revised estimated amount is not crrec
that of such amount, of the total amount of tabto
paid by any person referred to in clauses (a) ahdf(
Section 3, as is to be paid in installment for each

installment period in any income year.

(2) A person mentioned in Sub-section (1) shatiag interest
at standard rate of each month and portion of tbetim
from the due date for payment of the installmenthat

year to the date excess amount is paid.

(3) Notwithstanding anything mentioned in Subsetti@), A
person mentioned in Sub-section who fails to pag th
excess amount even up to the due date to pay teix af
assessment of tax under Section 99, the persot lshal
liable to pay an interest at standard interest f@ateach
month and portion of a month from the due date of
installment payment to the date due to pay taxrafte

assessment of taxunder Section.

(51) Repeal Section 66 shall be deleted.
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(52) Amendmentto Schedule-1:

(1) Of Section 1:

@)

(b)

(©)

(d)
(€)

The words "Eighty Thousand Rupees”, "One Huadre
Thousand rupees”, "one hundred Fifty five thousand
rupees”, and " One Hundred Seventy-Five thousand
rupees”, respectively shall be Substituted forwioeds
“fifty five thousand rupees”, "seventy five thousan
rupees”, "one hundred thirty thousand rupees” ame"
hundred fifty thousand rupees" contained in various
places of Sub-sections (1), (2), (3) and (4).

The proviso to clause (b) of Sub-section (4alshe
deleted.

The following Sub-section (5) shall be Subgau for
Sub-section (5):

"(5) For the individuals working in the remote agea
specified by the Government of Nepal, a maximum
sum of thirty thousand rupees shall, for the remote
allowance, be deducted fromthe taxable income, as
prescribed, and the tax shall then be calculated on
the remaining amount only, in accordance with this

Section".
Sub-section (6) shall be deldetd.

The following Sub-sections (10), (11) and (Ehall be

inserted after Sub-section (9):

"(10) Notwithstanding anything contained elsewhiare

this Section, where any resident individual has
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procured an insurance business, the amount to be
set by seven percent of the sum of investment
insurance or ten thousand rupees, whichever is
lesser, out of the premium paid for the same, shall
be deducted from the taxable income, and the tax
shall then be calculated on the remaining amount

only, in accordance with this Section®.

Notwithstanding anything contained elsewhere in
this Section, the owners of vehicles on hire shall
pay annual tax at the following rates. If the owner
of vehicle is an individual, the tax so paid sall

final and binding.

Category of vehicles Annual tax payable

per vehicle

(@) Mini-bus, mini-truck, truck and bus | Rs. 1,500/-

(b) Car, jeep, van and microbus Rs.1,200/-

(c) Three wheeler, auto-rickshaw, tempdRs. 850/-

(d) Tractor and power tiller Rs. 750/-

(12)

Notwithstanding anything contained elsewhare i
this Section, in the following cases where twenty
five percent of tax rate is applicable on taxable
income at the calculation of tax that shall be daxe

only at the rate of twenty percent.
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(@) a natural person who is fully engaged in the
operation of a special industry mentioned in
Section 11 of this Act.

(b) a natural person who derives income from

export in an income year.

(2) Of Section 2:

(@) The following clause (b) shall be substitufed clause (b) of

Sub-section (3):
"(b) In cases where the entity,

(1) Builds and operates any road, bridge, tunnel,

ropeway or sky-bridge, or
(2) Operates any trolley bus or tram, or"
(3) Derives income fromexport in an income yeatr.

(b) The following Sub-section (5) shall be Suhsgtd for Sub-

section (5):

"(5) Tax shall be levied, pursuant to Sub-secti@h)sand (4)
of Section 1 of this Schedule, on the taxable ine@ha
trust acquiring or looking after the property bejorg to
any deceased resident person or of a disableder&sid
individual in any income year as if the one who w@acep
or looks after or that trust money or trust resideare an

individual."
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Financial Ordinance, 2061 (2004)

Date of Authentication and the Publication

20614.1 (16 July 2004)
Ordinance Number 3 of the year 2061

An Act Made to Implement Proposals Relating to Finace of the Government

of Nepal

Preamble: Whereas, it is expedient to levy some charges stadaties,
cesses and fees, continue or alter the existing @mel also to amend the
laws in force relating to revenue administrationorder to implement the

proposals relating to finance of the Governmerii@bal;

Now, therefore, be it enacted by His Majesty the Kiygnendra Bir Bikram
Shah Dev. has, in accordance with Article 72 of €iation kingdom of Nepal,

2047(1990).
1. Short title and commencement;

(1) This Ordinance may be called as the “Finar@idinance, 2061
(2004)."

(2)  This ordinance come into force immediately.

24. Amendment to the Income Tax Act, 2058 (2002f the Income Tax
Act, 2058(2002):-

(1) Of Section 2:

(@) The following clause (pl) shall be inserteceattlause

(p):
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(p1) “turn-over® means a turn-over equivalent te th
total amount to be included under Section 7, 8 or 9
for purposes of computing the income of a

business or investment in any income year."
Of clause (r):

(1) The following Sub-clause (2a) shall be inserted

after Sub-clause (2):

(2a) A benefit of any beneficiary held in the

retirement fund,”

(2) The words "land and" shall be inserted befoee t

words "private building" contained in Sub-clause

3).

The following clause (s) shall be Substituted dlause

(s):

“(s) "organization entitled to enjoy exemption" msa

the following entity:

(1) Any of the following entities registered in the

Department as an entity enjoying tax exemption:

(@ A social, religious, educational or
benevolent organization of public nature

established with non-profit motive,

(b) An amateur sports organization so formed
with a view to promoting social or sports
related facilities that the organization or its

member does not derive profits,
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2 A political party registered in the Election

Commission,

(3) Vilage Development Committee, Municipality or

District Development Committee,
(4)  Nepal Rastra Bank,
(5) Government of Nepal,

Provided that, in cases where any person has
derived any benefit fromthe property of that ongation
and the monies obtained from that organization gxre
making payment for the property or the service pred
by any person to that organization or in dischaygin
functions in consonance with the objective of the
organization entitled to exemption, tax exemptitalsnot

be granted to such organization."

The figures "(2), (2), (3) and (4)" shall bebstituted for the
figures "(1), (2) and (3)" contained in Sub-clau®g of clause

().

The following Sub-clauses (1) and (2) shallSestituted for

Sub-clauses (1) and (2) of clause (ad):

“(1) Payment for having acquired the right to estravater,
minerals or other living and non-living resourcesn the

earth, or

(2) Amounts calculated based on the quantity oueaf
living or non-living resources of the natural resms

and minerals extracted fully or partly fromthetbar
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® The following clause (af) shall be Substitufedclause (af):

"(af)

"Rent" means all payments including a premmeceived

for the house rent as well as for the lease ohgibtde

property.

Provided that this term does not include any

payment made for natural resources".

() The following clause (ab) shall be substitutedclause (ab):

"(ab) "Investment” means the act of holding onenmre

properties or investing such properties, exceph \lite

followings:

(1) Holding any property used by the owner themeof

personal use, or
(2) Employment or occupation.

Provided that holding non-business taxable property

shallbe deemed as investment."

(h) Ofclause (ae):

@)

(b)

(©)

The words " in respect of any income year" eored in
the first sentence of paragraph (b) of Sub-cladssHall
be deleted.

The word "or" shall be inserted at the end afggraph
(b) of Sub-clause (3).

The word "or" shall be inserted at the end aifgp(a) of

Sub-clause (4).
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(d)  The following Sub-clause (4a) shall be inserdédr Sub-

clause (4):
"(4a) Government of Nepal,"

() The word "or" shall be substituted for the wdahd"

contained in the second sentence of Sub-clause (6).

() The words "exemption, premium under loan liggil shall be
substituted for the word "premium" contained in thest

sentence of paragraph (2) of Sub-clause (ai).
()] The words "sold or" contained in clause (ajaltbe deleted.

(k)  The figure "(5)" shall be substituted for thgure "(4)"

contained in the second sentence of clause (ao).
()] The following clause (atl) shall be insertetkatlause (aad):

“(atl) "adjusted taxable income" means taxable nmco
calculated without deducting any amounts as redetee in

Section 12 and without deducting any amount undgp-S
section (2) of Section 14, Section 17 or 18, whadculating the

taxable income of any person in any income year."

(m) The words "related with the work" containedciause (aab)
shall be deleted, and the words "as referred tolanse (y)"
shall be inserted the words "any entity" containedthat

clause.
(2) Ofsection 4:

€)) The following Sub-section (l) shall be subgedifor Sub-section (1):
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"(1) The amount of tax required to be paid by amyspn
referred to in Section 3 for any income year sihalequal
to the total amount of tax required to be paid lbigls
person in capacity of any one or more than oneqwers

mentioned in clauses (a), (b) and (c) of the Sactio

(b)  The words "or both Sections"” shall be inseréér the figure

"71" as contained in Sub-section (2).

(c) The following clause (c) shall be Substituted ¢lause (c) of
Sub-section (3):

"(c) The employer has made a claim only for theiatipent of
tax on medical expenses paid by him and for Subormac
of retirement contribution paid by the employer $wth
and not claimed for Subtraction of expenses foradiom

as referred to in Section 12."
(d)  Of Sub-section (4):

(1) The following clause (al) shall be insertdtbraclause

"(al) Having not claimed for adjustment of tax for
medical expenses under Section 51 and for

advance taxdeduction under Section 93,"
(2)  The following clause (b) shall be substituted flause (b):

"(b) The income earned from the business and the
turnover of the business do not exceed one
hundred Twenty thousand rupees and Twelve

Hundred Thousand rupees, respectively.”
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The figures "87, 88 and 89" shall be substdute the figure

"88" contained in the fourth line of Sub-sectioh (6

The words "or both Sections" shall be inseiéidr the words

"Section 12 or 63" contained in Section 5.

The words "or both Sections" shall be inseaétér the words

"Section 11 or 64" contained in the proviso to skub) of

Section 6.

The words "shall be income" shall be Substiiute the words

"shall be computed in the income" contained in Sebtion (1)

of Section 7.

The words "shall be" shall be Substituted for therds

"computed as the income" contained in Sub-sectibnof

Section 9.

Of Section 11:

(@)

(b)

"Rural community based saving and lean co-dpes
located in the municipality specified by the Depaant
as not developed with essential infrastructure astéll
be inserted before the words "community based gavin
and loan co-operatives" contained in Sub-sectiparfd

at the end of the Sub-section.

The following Sub-section (4) shall be Subgau for
Sub-section (4):

"(4) In computing the income by the person as reter

to in clauses (a) and (b) of Sub-sections (1),d8y (3),

Sub-sections (1), (2), (3), and Section 11A., Sabtien

(12) of Section 1 of Schedule 1 and Sub-sectiohsr{d
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(4) of Section 2 of Schedule 1 and a body doing
petroleum works pursuant to the Nepal Petroleum Act
2040, such person or body shall compute the incmsrie

that only income were derived by other separateqel

The following Section 11A. shall be inserigter Section 11:

"11A. Tax chargeable on the build and operate of
infrastructures: If any agreement is concluded between
the Government of Nepal and any person for buildingd
operating infrastructures, the person buiding and
operating such infrastructures shall be entitleén@y
tax facilties provided by this Act pertaining taxt
prevailing at the time of conclusion of that agneat

during the period of such agreement."

The following Sub-section (2) shall be Subgaal for Sub-

section (2) of Section 12:

Notwithstanding anything contained in Sub-smct(1),
the expenditure deductible in any income year umllar
Sub-section shall not exceed one hundred thousand
rupees or five percent of the adjusted taxablenmecthat

person in that year, whichever is lesser."

of Section 14:

Of Sub-section (2):

(@) The phrase "the total interest amount which a
resident entity controlled by an organization
entitled to tax exemption can deduct under Sub-

section (1) in any income year shall not exceed the
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total of the following amounts if the interest igigh

to the controling person or associated person”
shall be Substituted for the phrase "the total
interest amount which a resident entity controlled
by an organization entitled to tax exemption can
deduct under that Sub-section in any income year
shall not exceed the total of the following

amounts" contained at the end.

The words "income of adjusted taxable income"
shall be Substituted for the words "of taxable

income" contained in clause (b)".

Of Section 15:

"(a)

(b)

The following proviso shall be inserted splnation (c):

"Provided that, no amount in respect of repair and

maintenance and depreciation shall be includednha t

overhead costs of a factory."

The following proviso shall be inserted in expation (d):

"Provided that, no amount in respect of repair and

maintenance and depreciation shall be includedhen t

variable overhead costs of a factory."

Of Section 16:

@)

Of Sub-section (2):

1)

The word "seven" shall be Substituted for the

word "five" contained in the fourth line.
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(2) The phrase "and where expenses are incurred in
excess thereof, such deduction can be made only
as per the order of such expenses incurred”

contained at the end shall be deleted.
(3  The following proviso shall be inserted at dred:

"Provided that this limitation shall not apply
to the repair and maintenance costs incurred by a
person providing air transport service in
overhauling an aircraft in accordance with the
standards fixed by the Civil Aviation Authority of
Nepal".

(13) Of Section 17:

(@) The following Sub-section (2) shall be Subgétu for
Sub-section (2):

"(2) Notwithstanding anything contained in Sub-
section (1), in computing the limit of expenses
deductible under that Sub-section in any income
year, it shall not exceed fifty percent of the
adjusted taxable income earned from all businesses

operated by that person®.

(b) The words "at the beginning of the coming inegrear"
shall be inserted after the word "capitalizatioohtained

in the second line of Sub-section (3).
(14) Of Section 18:

(@) The following Sub-section (2) shall be subgétl for
Sub-section (2):
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"(2) Notwithstanding anything contained in Sub-
section (1), in computing the limit of expenses
deductible under that Sub-section in any income
year, it shall not exceed fifty percent of the
adjusted taxable income earned from all businesses

operated by that person®.

(b) The words "at the beginning of the coming inegrear"
shall be inserted after the word "capitalizatioohtained

in the second line of Sub-section (3).

The words "shall' shall be substituted for therd "may"

contained in Sub-section (1) of Section 19.

The following proviso shall be substituted fibre proviso
contained in clause (b) of Sub-section (1) of %ecfO:

"Provided that in the case of the projects whiolve
building and operation of public infrastructures darare
transferred to the Government of Nepal and theegtsj on
construction of powerhouses and generation andmnasion
of electricity, loss not deducted in the last seiremome years
and the loss of a body doing petroleum works punsta the
Nepal Petroleum Act, 2040(--) not deducted in thst twelve

income years."

The word "private" shall be Substituted foe tvords "made
for" contained in the second line of paragraph séa(l) of

explanation of Section 21.
Of Section 24
(@) of Sub-clause (2):
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(1) The words "in calculating the income earnedaby
person” shall be Substituted for the words "in the
calculation of the income earned by the person”

contained in Sub-section (2),

(2) The following Sub-clause (2) shall be Suhgé&t

for Sub-clause (2):

"(2) the value of such liability can be ascertained

actually, and"

The following Sub-section (3) shall be Subggudl for
Sub-section (3):

"(3) Notwithstanding anything contained in Sub-
section (1), the Department may recognize the attog
specified by the Nepal Rastra Bank, Subject toNepal
Rastra Bank Act, 2058(2002) and the banking laws in

force, in respect of banking business."

The following Sub-section (4) shall be Subggudl for
Sub-section (4):

"(4) In calculating a person's income earned from a
business or investment on the accrual basis, where
the person includes any payment to which the
person is entitled or deducts any payment that the
person is obliged to make and a difference in the
payment received or made by the person occurs as
a result,inter alia, of a change in exchange rate,
the amount of difference shall be adjusted at the

time when payment is received or made."
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(19) The words "refund of amount” shall be subséitl for the
words "reimbursement of amount” contained in theoséd line

of clause (a) of Sub-section (1) of Section 25.

(20) The words "money or" contained in the secamel ¢f clause (a)
of Sub-section (1) of Section 27 and the words "eyoand"

contained in the same clause shall be deleted.
(21) The following Section 29 shall be SubstitufedSection 29:

"29. Indirect payments: In cases where any person derives
benefits indirectly from payments made by the payex
person associated with him or specifies anotheyqreto
receive payment, the Department may, by issuingtee
in writing, treat the person himself deriving suwénefit
or specifying such other person as the recipient of

payment.”

(22) The word "seller" contained in Sub-section ¢B)Section 32

shall be deleted.

(23) The following Sub-clause (2) shall be Subséitlfor Sub-clause

(2) of clause (a) of Sub-section (1) of Section 38:

"(2) Any amount required to be included in the asgeent of
the income of that person as a result of acquisbibthat

property."”

(24) The word "payment" shall be Substituted fore tlwords
"amount Subject to tax' contained in the proviseleuse (c) of

Sub-section (1) of Section 39.

(25) Of Section 41:
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The following Sub-clause (2) shall be Subsegitutor

Sub-clause (2) of clause (a):

"(2)

In re-disposing that property, the net out@gsin
made for that property until the disposal pursuant
to this Section shall be deemed to be equal to the

amount receivable."

The following Sub-clause (2) shall be Subsatutfor

Sub-clause (2) of clause (b):

"(2)

In re-disposing that liability, the net incorgis
made for that liability pursuant to Sub-clause (1)
until the disposal under this Section shall be

deemed to be equal to the outgoings".

(26) The word "taxable" shall be substituted foe thords "Subject

to tax' contained in Sub-section (2) of Section 45.

(27) Of Section 54:

@)

(b)

Of Sub-section (1):

1)

)

The words "if distributed" shall be inserteddre

the words "final" contained in clause (a).

The following clause (b) shall be substituted f

clause (b):

"(b) No tax shall be imposed if other entities

make distribution."”

The following Sub-section (3) shall be subgg&udl for
Sub-section (3):
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Notwithstanding anything contained in Sub-
section (1), no tax shall be charged if dividend
received upon deduction of tax under that Sub-

section is distributed".

(c) Sub-section (4) shall be deleted.

(28) The following Sub-section (1a) shall be insdrtafter Sub-

section (1) of Section 57:

"(la) For the purposes of computing the change iftf f

percent or more than fifty percent ownership of any

entity as referred to in Sub-section (1), only fhllowing

ownership of that entity shall be included:

(@)

(b)

The ownership held by a shareholder holding one

percent or more of the total ownership of that

entity, and

The ownership held by an associated person of
the shareholder who holds more than one percent
of the total ownership of that entity, out of the

shareholders who hold less than one percent of

the total ownership of that entity."

(29) The following Sub-section (1) shall be Suhd#&d for Sub-

section (1) of Section 58:

"(1) An arrangement made by any entity by maintarall of

the following conditions shall be treated as an

arrangement made for reducing dividend tax

(@)

Where that entity has reserved, current or
expected profits,
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(b) Where any person who acquires an interestef th
entity and the recipient of the interest or his
associated person makes any payment to the
present or previous beneficiary of the entity @r hi
associated person irrespective of whether or not it
is related to the acquisition of interest and wieeth
or not payment is made at the time of acquisition

of interest,

(c) Where the payment is fully or partly reflected
the profits of that entity,

(d) Where that entity distributes dividends to the
recipient of interest and the dividends fully or

partly cover the profits."
(30) Of section 59:

(@) The following Sub-section (la) shall be inseredter
Sub-section (1):

"(1a) An amount that is up to five percent of a cnel
recoverable loan held in the risk bearing fund by a
person carrying on banking business Subject to
the standards prescribed by the Nepal Rstara Bank
shall be deducted as an expense. Where the risk
bearing fund is so maintained, and the expenses
debited to the profits as a bad debt, the samé shal
not be written off, and where the amount in that
fund is capitalized or profits or dividends are

distributed, the same shall be included in the
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income of the year in which such distribution is

made."

Provided that, if the amount as referred to in
Sub-section (1a) is deducted as expenditures, such

loss shall not be deductible.”
Of Section 61:

(@) The following Sub-clause (2) shall be subsgitutor Sub-

clause (2) of clause (b) of Sub-section (2):

"(2) the premiums as referred to in Sub-clauseofl)

clause (a) returned to the insured".

(b) The words "shall not be considered as expenskeall be
Substituted for the words "shall be included in the

expenses" contained in Sub-section (3).

(32) Of Section 63:

@)

(b)

The following proviso shall be inserted in Ssdxtion (1):

"Provided that the Citizen Investment Fund estakl under
the Citizen Investment Fund Act, if it intends taimain a
retirement fund, and the Employee Provident Fundldished
under the Employee Provident Fund Act, 2019(-#),aperates a
retirement fund, shall not be required to obtaimnpesion for

such fund."

The phrase " may make a claim for deductionaltulating his
income" shall be Substituted for the phrase "maltenaclaim

to deduct fromthe income" contained in Sub-secf&)n
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The words "mentioned in Sub-section (1) oft®ec2 of Schedule-1"
shall be Substituted for the words "applicableampanies” contained
in Sub-section (3) of Section 64.

The words "or the retirement payments mad&yernment of Nepal'
shall be inserted after the words "from the int€resntained in the

second line of Sub-section (1) of Section 65.

The word "employment" shall be Substituted fioe words "such
acts" contained in the first line of Sub-clausedqBklause (i) of Sub-

section (6) of Section 67.

The following clause (b) shall be substitutied clause (b) of the

explanation contained in Section 71.:

"(b) "Average rate of tax of Nepal' means the ratebe set by
multiplying with one hundred the amount to be setdividing
the amount of tax payable by a person as refeaét¢lause (a)
of Section 3 in any income year by the taxable memf that
person in that year prior to the adjustment of &rgign taxin

that year."

The words "Big Taxpayer Office or" shall be@rted before the words

“Inland Revenue Office” contained in Sub-sectioyofZSection 72.

The following Sub-section (1) shall be Suhgtd for Sub-section (1)
of Section 74:

"(1) The taxpayer shall performthe duties as ma=id in this Act."

The words “at least” contained in Sub-sec{®of Section 81 shall be

deleted.
Of Section 88:
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“(@ The word "and" shall be Substituted for therg "in making
payment and if that person is an approved retir¢fogrd, any”
contained in Sub-section (1), and the followingyso shall be

Substituted for the proviso to that Sub-section:

"Provided that, In the case of the retirement payme
made by the Government of Nepal or by the approeament
fund, at the Rate of six percent from the benefidculated

pursuant to clause (b) of Sub-section (1) of Sechb,

(b) The following Sub-section (2) shall be Subggd for Sub-

section (2):

"(2) A resident person shall, in making the follogi
payments having source in Nepal, withhold tax a th

following rate:

(@ In making payment of dividends, five percent of

the amount paid,

(b) In making payment of investment insurance

benefits, five percent of the amount of benefits,

(c) In making payment of benefts from an
unapproved retirement fund, ten percent of the

amount of benefits".

(¢c) The following Sub-section (3) shall be Subgad for Sub-

section (3):

"(3) Notwithstanding anything contained in Sub-
section (1), in making payment of interest or of an
amount in the form of interest as follows by a desit
bank, financial institution or any other entity usrsg
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bonds or a company registered under the laws in
force to any individual for deposits, bonds,
debentures and governmental bonds, tax shall be
withheld from the total amount of payment at thie ra

of sixpercent:
(@) Which has source in Nepal, and

(b) Which is not related with the operation of

business”

The following clauses (al) and (a2) shall keeimed after clause

(a) of Sub-section (4):

“(@al) Service fee paid to a resident company,

(@2)

Payment for an article published in a newspape for

preparing question papers and examining answerdook

The following Sub-section (1) shall be Subgétl for Sub-

section (1):

"(1)

Each person who is obliged to withhold tax baSubmit
to the Department a statement in such mode andaform
as specified by the Department within fifteen dayter

the expiration of each month."

The phrase "in the following conditions, thegmn Subject to

tax withholding" shall be substituted for the pleddn cases

where the person withholding tax does not withhaigay tax
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as follows, both the person Subject to tax withingd
contained in Sub-section (5).
(42) Of Sub-section (1) of Section 92:
(@) The following clause (e) shall be Substituf@dclause (e):

"(e) Interest as follows paid by a bank, finanaiakitution or
any other entity issuing bonds or a company ermliste
pursuant to the laws in force, as mentioned in Sub-

section (3) of Section 88:

(1) Which has source in Nepal and which is not
related with the operation of business and paid to

an individual,

(2) Which is paid to an institution entitled to tax

exemption pursuant to clause (d) of Section 2.”

(b)  The following clauses (g) and (h) shall be meeé after clause

(f):

"(g) Retirement payments made by the GovernmerNegfal

or an approved retirement fund, and
(h) Payment for meeting allowance and part-timehésy."
(43) Of Section 94:
(@)  The following Sub-section (1) shall be substitutedSub-section (1):

"(1) A person who has or will have assessable irconany
income year from any business or investment hasajo

taxin three installments as follows:
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Date on which payment has to be

made

Amount to be paid

By the end oPoush (mid January)

Amount of due and payable tax outQ8f

of the estimated tax

By the end ofChaitra (mid April)

Amount of due and payable tax out 604

of the estimated tax

By the end ofAshad (mid July)

Amount of due and payable tax out

100% of the estimated tax

Explanation: For the purposes of this Sub-section,-

(@) "Estimated taxX' means the estimated tax inaiimént

computed by any person liable to pay tax in insitfit

pursuant to Section 95 at the time when the ima¢alt

taxis to be paid in any year.

(@) "Due and payable tax' means the amount that remains

shortfall after Subtracting the following total suram

the amount to be set by the percentage prescribed f

payment of estimated tax in installments under gud-

section:

(1) The amount of tax paid in that income year by a

prior installment pursuant to this Section before

the date on which the installment in question is to

be paid,

(2) The amount of tax deducted from the payments to

be included in computing the income of any

person in any income year pursuant to Chapter-17
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before the date on which the installment in

guestion is to be paid in that year,

33 In cases where the agent withholding tax or the
person Subject to tax withholding pays to the
Department the amount of tax deemed to be
withheld from the payment referred to in clause (2)
pursuant to Sub-section (3) of Section 90 in that
year before the date on which the installment is to

be paid, such amount of tax, and

(4 The amount of tax adjustment for medical
treatment expenses which that person may claim
pursuant to Section 51 in respect of the accepted
medical treatment expenses incurred by that
person before the date on which the installment is

to be paid.”

(b) The words '"total of all installments” shall be
Substituted for the words “of installments"” conéain

iIn Sub-section (2)."
(44) Of Section 95:

(@) The words "by the Department” shall be insersdtér the

words "may be prescribed" contained in Sub-sedtipn

(b)  The words "or where it is so specified pursuansub-section
(6) that any person is not required to Submit amase to pay

installment of tax' contained in Sub-section (7akhe deleted.

(45) Of Sub-section (2) of Section 96:
(@) Sub-clauses (4) and (5) of clause (a) shaldieted.
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(b)  Sub-clause (1) of clause (c) shall be deleted.
Of Section 97:

(@) The words "except where the Department issuedten order
or issues order by publishing a public notice" bHz
Substituted for the words "except where the Depamtnssues

a written order" contained at the beginning.

(b) The word "or* contained at the end of clausg gball be
deleted.

(¢c) The words “natural person or’ shall be Subs¢ikl for the

words “natural person” contained at the end ofséa(c).
(d) The following clause (d) shall be inserted afiause (c):

“(d) If the motor vehicle owner making payment aixt
pursuant to Sub-section (11) of Section 1 of Scheedus

an individual, such individual.”

The word "fifteen" shall be Substituted forethword "seven"
contained in the fourth line of Sub-section (6ettion 101.

The word "Department" shall be Substituted fbe words "Tax

Department" contained in Section 106.

The words "assessment of expenses incurreahiuction sale as
referred to in Sub-section (5) of Section 105" Elb@linserted after the
words " assessment of tax' contained in clausef(&ub-section (1)
of Section 114.

Of Section 115:

(@) The word “Sub-section (6) ” shall be deleted.
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(b) The word "sixty" shall be Substituted for ther "ninety"

contained in Sub-section (8).
Of Section 117:

(@) The words "0.1 percent" shall be SubstitutedHe words "one
and half percent" contained in Sub-section (1), Hrelwords
"per year" shall be Substituted for the words "mesnth"

contained in that Sub-section.

(b)  The words "0.1 percent" shall be SubstitutedHie words "one
and half percent" contained in Sub-section (2), Hredwords
"per year" shall be Substituted for the words "paonth"

contained in that Sub-section.
The following Section 118 shall be SubstitutedSection 118:

"118. Interestto be chargedwhere the person makg paymentin

installments makes lesser payment of estimated tax:

(1) In cases where, in the case of the amountsifiment
to be paid by any person under Section 94 in acgne
year, the amount mentioned in clause (b) is maaia the
amount mentioned in clause (a), interest shallHzged

on such excess amount pursuant to Sub-section (2):

(e) Amount of each installment paid by that person in

any income yeatr,

(H Eighty percent of the estimated or revised estithate
amount of total amount payable by installments for
each installment period in that income year if such
estimate or revised estimate is correct and, ihsuc
estimated or revised estimated amount is not cprrec
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that of such amount, of the total amount of talx¢o
paid by any person referred to in clauses (a) ahd (
of Section 3, as is to be paid in installment facle

installment period in any income year.

A person mentioned in Sub-section (1) shallpty
interest at standard rate of each month and podtidhe
month, from the due date for payment of the ingiadlt

in that year to the date excess amount is paid.

Notwithstanding anything mentioned in Subsett{d),

A person mentioned in Sub-section who fails to pagy
excess amount even up to the due date to paytexx af
assessment of tax under Section 99, the persohbshal
liable to pay an interest at standard interestfaateach
month and portion of a month from the due date of
installment payment to the date due to pay tax afte

assessment of taxunder Section.

(53) Repeal Section 66 shall be deleted.

(54) Amendmentto Schedule-1:

(1) Of Section 1:

(@)

The words "Eighty thousand rupees”, "one huddre
thousand rupees”, "one hundred fifty five thousand

rupees”, and " One hundred seventy-Five thousand
rupees"”, respectively shall be Substituted forwioeds
“fifty five thousand rupees”, "seventy five thousan

rupees”, "one hundred thirty thousand rupees” ame"
hundred fifty thousand rupees" contained in various
places of Sub-sections (1), (2), (3) and (4).
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(b) The proviso to clause (b) of Sub-section (Aalkbe
deleted.

(¢c) The following Sub-section (5) shall be Subdad for
Sub-section (5):

"(5)

For the individuals working in the remote agea
specified by the Government of Nepal, a maximum
sum of thirty thousand rupees shall, for the remote
allowance, be deducted fromthe taxable income, as
prescribed, and the tax shall then be calculated on
the remaining amount only, in accordance with this

Section".

(d) The following Sub-section (6) shall be Subgaul for
Sub-section (6):

"(6)

For the employee working in the abroad based
diplomatic missions of the State of Nepal, seventy
five percent amount of their abroad allowance shall
be deducted from the taxable income, and the tax
shall then be calculated on the remaining amount

only, in accordance with this Section."

(e) The following Sub-sections (10), (11) and (48gll be

inserted after Sub-section (9a):

"(10) Notwithstanding anything contained elsewhiare

this Section, where any resident individual has

procured an insurance business, the amount to be
set by seven percent of the sum of investment
insurance or ten thousand rupees, whichever is

lesser, out of the premium paid for the same, shall
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be deducted from the taxable income, and the tax
shall then be calculated on the remaining amount

only, in accordance with this Section".

(13) Notwithstanding anything contained elsewhere in
this Section, the owners of vehicles on hire shall
pay annual tax at the following rates. If the owner
of vehicle is an individual, the tax so paid slhall
final and binding.

Category of vehicles Annual tax payable
per vehicle
(@) Mini-bus, mini-truck, truck and bus Rs. 1,500/-
(b) Car, jeep, van and microbus Rs.1,200/-
(c) Three wheeler, auto-rickshaw, tempo Rs. 850/-
(d) Tractor and power tiller Rs. 750/-
(12) Notwithstanding anything contained elsewhare i

this Section, in the following cases where twenty
five percent of tax rate is applicable on taxable
income at the calculation of tax that shall be daxe

only at the rate of twenty percent.

(@) a natural person who is fully engaged in the
operation of a special industry mentioned in
Section 11 of this Act.
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(b) a natural person who derives income from

export in an income year.
(2) Of Section 2:

(@) The following clause (b) shall be Substitufedclause
(b) of Sub-section (3):
"(b) In cases where the entity,
(1) Builds and operates any road, bridge, tunnel,
ropeway or sky-bridge, or
(2) Operates any trolley bus or tram, or"
(3) Derives income fromexport in an income yeatr.
(d) The following Sub-section (5) shall be Subggad for Sub-
section (5):

"(5) Tax shall be levied, pursuant to Sub-secti¢h)sand (4)
of Section 1 of this Schedule, on the taxable inreaia
trust acquiring or looking after the property bejorg to
any deceased resident person or of a disablederssid
individual in any income year as if the one whowcep
or looks after or that trust money or trust resideare an

individual."

Financial Ordinance, 2061 (2004)

Date of Authentication and the Publication

206110.1(15 Jan 2004)

Ordinance Number 22 of the year 2061
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An Act Made to Implement Proposals Relating to Finace of the Government

of Nepal

Preamble: Whereas, it is expedient to levy some charges stadeties,

cesses and fees, continue or alter the existing @mel also to amend the

laws in force relating to revenue administrationoirder to implement the

proposals relating to finance of the Governmeri@pal;

Now, therefore, be it enacted by His Majesty thegdyanendrair

Bikram Shah Dev has, in accordance with Articleo7Zonstitution kihgdom
of Nepal, 2047(1990).

24.

Short title and commencement:

(1) This Ordinance may be called as the “Finar@rinance, 2061
(2004)."

(2)  This ordinance come into force immediately.

Amendment to the Income Tax Act, 2058 (2002pf the Income Tax
Act, 2058(2002):-

(1) Of Section 2:

(@) The following clause (pl) shall be inserteceatftlause

(p):

(p1l) “turn-over® means a turn-over equivalent te th
total amount to be included under Section 7,8 or 9
for purposes of computing the income of a

business or investment in any income year."

(b) Ofclause (r):
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The following Sub-clause (2a) shall be inserted

after Sub-clause (2):

(2a) A benefit of any beneficiary held in the

retirement fund,”

The words "land and" shall be inserted befo t

words "private building" contained in Sub-clause

3).

The following clause (s) shall be Substituted dlause

(s):

“(s) "organization entitled to enjoy exemption" msa

1)

)

3)

(4)

the following entity:

Any of the following entities registered in the

Department as an entity enjoying tax exemption:

(@ A social, religious, educational or
benevolent organization of public nature

established with non-profit motive,

(b) An amateur sports organization so formed
with a view to promoting social or sports
related facilities that the organization or its

member does not derive profits,

A political party registered in the Election

Commission,

Village Development Committee, Municipality or

District Development Committee,

Nepal Rastra Bank,
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(5) Government of Nepal,

Provided that in cases where any person has desingd
benefit from the property of that organization atine
monies obtained from that organization except ikimga
payment for the property or the service providedahy
person to that organization or in discharging fiord in
consonance with the objective of the organization
entitled to exemption, tax exemption shall not banged

to such organization."

The figures "(1), (2), (3) and (4)" shall bebstituted for the
figures "(1), (2) and (3)" contained in Sub-clau®g of clause

(¥).

The following Sub-clauses (1) and (2) shallSestituted for

Sub-clauses (1) and (2) of clause (ad):

“(1) Payment for having acquired the right to estravater,
minerals or other living and non-living resourcesn the

earth, or

(2) Amounts calculated based on the quantity oueaf
living or non-living resources of the natural resms

and minerals extracted fully or partly fromthetbar
The following clause (af) shall be Substitufedclause (af):

“(af) "Rent" means all payments including a pramneceived

for the house rent as well as for the lease ohgibde

property.

Provided that this term does not include any
payment made for natural resources".
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() The following clause (ab) shall be substitutadclause (ab):

"(ab) "Investment” means the act of holding onenmre

properties or investing such properties, exceph \lite

followings:

(1) Holding any property used by the owner themeof

personal use, or
(2) Employment or occupation.

Provided that holding non-business taxable property

shallbe deemed as investment."

(h) Ofclause (ae):

@)

(b)

(©)

(d)

(€)

The words " in respect of any income year" eored in
the first sentence of paragraph (b) of Sub-cladssHall
be deleted.

The word "or" shall be inserted at the end afggraph
(b) of Sub-clause (3).

The word "or" shall be inserted at the end aifgp(a) of
Sub-clause (4).

The following Sub-clause (4a) shall be inserdédr Sub-

clause (4):
"(4a) Government of Nepal,"

The word "or" shall be substituted for the wdehd"

contained in the second sentence of Sub-clause (6).
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() The words "exemption, premium under loan liggil shall be
substituted for the word "premium" contained in thest

sentence of paragraph (2) of Sub-clause (ai).
()] The words "sold or" contained in clause (ajahe deleted.

(k)  The figure "(5)" shall be substituted for thgure "(4)"

contained in the second sentence of clause (ao).
()] The following clause (atl) shall be insertetkatlause (aad):

"(atl) "adjusted taxable income" means taxable nmco
calculated without deducting any amounts as raletee in

Section 12 and without deducting any amount undgp-S
section (2) of Section 14, Section 17 or 18, whadculating the

taxable income of any person in any income year."

(m) The words "related with the work" containedciause (aab)
shall be deleted, and the words "as referred tolanse (y)"
shall be inserted the words "any entity" containedthat

clause.
(2) Ofsection 4:

(@ The following Sub-section (I) shall be subdaa for Sub-

section (1):

"(1) The amount of tax required to be paid by amyspn
referred to in Section 3 for any income year shalequal
to the total amount of tax required to be paid lbigls
person in capacity of any one or more than onequers

mentioned in clauses (a), (b) and (c) of the Sactio
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(b)  The words "or both Sections"” shall be inseréér the figure
"71" as contained in Sub-section (2).

(c) The following clause (c) shall be Substituted ¢lause (c) of
Sub-section (3):

"(c) The employer has made a claimonly for thesatipent of

tax on medical expenses paid by him and for Subomac
of retirement contribution paid by the employer $wth
and not claimed for Subtraction of expenses foradiom

as referred to in Section 12."

(d) Of Sub-section (4):
(1) The following clause (al) shall be insertdtkéraclause
(a):

"(al) Having not claimed for adjustment of tax for
medical expenses under Section 51 and for
advance taxdeduction under Section 93,"

(2)  The following clause (b) shall be substituted flause (b):

"(b) The income earned from the business and the
turnover of the business do not exceed one
hundred fifty thousand rupees and one million five
hundred thousand rupees, respectively."

(e) The figures "87, 88 and 89" shall be substdute the figure
"88" contained in the fourth line of Sub-sectioh (6
(3 The words "or both Sections" shall be inseréér the words

"Section 12 or 63" contained in Section 5.
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The words "or both Sections" shall be inseiftdr the words

"Section 11 or 64" contained in the proviso to slayb) of

Section 6.

The words "shall be income" shall be Substiduts the words

"shall be computed in the income" contained in Sebtion (1)

of Section 7.

The words "shall be" shall be Substituted for therds

"computed as the income" contained in Sub-sectibnof

Section 9.

Of Section 11:

@)

(b)

"Rural community based saving and lean co-dpes
located in the municipality specified by the Depant
as not developed with essential infrastructure astull
be inserted before the words "community based gavin
and loan co-operatives" contained in Sub-sectipar{d
at the end of the Sub-section. Provided that, eadase
of income of a community based saving and loan co-
operatives organization or association located timeo

places it shall be levied Fifty percent.

Explanation: For the purpose of this Section income of a
co-operative organization or association shall mgen

income in an income received from the income in a
transaction between/among the members of such

organization or association" shall be inserted.

The following Sub-section (4) shall be Suhdgsad for
Sub-section (4):
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"(4) In computing the income by the person as reter
to in clauses (a) and (b) of Sub-sections (1),a8j (3),
Sub-sections (1), (2), (3), and Section 11A., Sebtsn
(12) of Section 1 of Schedule 1 and Sub-sectiohs{d

(4) of Section 2 of Schedule 1 and a body doing
petroleum works pursuant to the Nepal Petroleum Act
2040, such person or body shall compute the incmsmé

that only income were derived by other separatsqef

The following Section 11A. shall be insersdter Section 11.:

"11A. Tax chargeable on the build and operate of

infrastructures:

If any agreement is concluded between the Goveriimen
of Nepal and any person for building and operating
infrastructures, the person building and operasuoigh
infrastructures shall be entitled to enjoy tax liaes
provided by this Act pertaining to tax prevailinat the
time of conclusion of that agreement during thequeof

such agreement.”

The following Sub-section (2) shall be Subgadl for Sub-

section (2) of Section 12:

Notwithstanding anything contained in Sub-s&tt(l),
the expenditure deductible in any income year umllar
Sub-section shall not exceed one hundred thousand
rupees or five percent of the adjusted taxablenmecthat

person in that year, whichever is lesser."

of Section 14:
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(1) Of Sub-section (2):

(@) The phrase "the total interest amount which a
resident entity controlled by an organization
entitled to tax exemption can deduct under Sub-
section (1) in any income year shall not exceed the
total of the following amounts if the interest igigh
to the controling person or associated person"
shall be Substituted for the phrase "the total
interest amount which a resident entity controlled
by an organization entitled to tax exemption can
deduct under that Sub-section in any income year
shall not exceed the total of the following

amounts" contained at the end.

(b) The words "income of adjusted taxable income"
shall be Substituted for the words "of taxable

income" contained in clause (b)".

(2) The words “except the Government of Nepal” Ebal
inserted after the word “means” contained in exatam
of Sub-section (3).

(11) Of Section 15:
"(@) The following proviso shall be inserted kpknation (c):

"Provided that no amount in respect of repair and
maintenance and depreciation shall be includednha t

overhead costs of a factory."

(b)  The following proviso shall be inserted in exption (d):
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"Provided that no amount in respect of repair and
maintenance and depreciation shall be includedhe t

variable overhead costs of a factory."
(c) Sub-section (10) shall be deleted.
(12) Of Section 16:
(@)  Of Sub-section (2):

(1) The word "seven" shall be Substituted for the

word "Five" contained in the fourth line.

(2) The phrase "and where expenses are incurred in
excess thereof, such deduction can be made only
as per the order of such expenses incurred"”

contained at the end shall be deleted.
(3) The following proviso shall be inserted at dred:

"Provided that this limitation shall not apply
to the repair and maintenance costs incurred by a
person providing air transport service in
overhauling an aircraft in accordance with the
standards fixed by the Civil Aviation Authority of
Nepal".

(13) Of Section 17:

(@) The following Sub-section (2) shall be Subdétl for
Sub-section (2):

"(2) Notwithstanding anything contained in Sub-
section (1), in computing the limit of expenses
deductible under that Sub-section in any income
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year, it shall not exceed fifty percent of the
adjusted taxable income earned from all businesses

operated by that person”.

(b) The words "at the beginning of the coming inegrear"
shall be inserted after the word "capitalizationhtained

in the second line of Sub-section (3).
(14) Of Section 18:

(@) The following Sub-section (2) shall be subgétu for
Sub-section (2):

"(2) Notwithstanding anything contained in Sub-
section (1), in computing the limit of expenses
deductible under that Sub-section in any income
year, it shall not exceed fifty percent of the
adjusted taxable income earned from all businesses

operated by that person®.

(b) The words "at the beginning of the coming inegrear"
shall be inserted after the word "capitalizationhtained

in the second line of Sub-section (3).

(15) The words "shall" shall be substituted for terd "may"

contained in Sub-section (1) of Section 19.

(16) The following proviso shall be substituted fire proviso
contained in clause (b) of Sub-section (1) of %ecfO:

"Provided that in the case of the projects whiclolve
building and operation of public infrastructures darare
transferred to the Government of Nepal and theegtsj on
construction of powerhouses and generation and tnasion
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of electricity, loss not deducted in the last seilremome years

and the loss of a body doing petroleum works pursta the
Nepal Petroleum Act, 2040(--) not deducted in thst ltwelve

income years."

The word "private" shall be Substituted foe ttwvords "made

for* contained in the second line of paragraph s&al) of

explanation of Section 21.

Of Section 24

@)

(b)

(©)

of Sub-clause (2):

(1) The words "in calculating the income earnedaby
person" shall be Substituted for the words "in the
calculation of the income earned by the person”

contained in Sub-section (2),

(2)  The following Sub-clause (2) shall be Suhgétd

for Sub-clause (2):

"(2) the wvalue of such liability can be

ascertained actually, and"

The following Sub-section (3) shall be Subggu for
Sub-section (3):

"(3) Notwithstanding anything contained in Sub-
section (1), the Department may recognize the atoogl
specified by the Nepal Rastra Bank, Subject toNepal
Rastra Bank Act, 2058(2002) and the banking laws in

force, in respect of banking business."
The following Sub-section (4) shall be Subgad for
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Sub-section (4):

"(4) In calculating a person's income earned from a
business or investment on the accrual basis, where
the person includes any payment to which the
person is entitled or deducts any payment that the
person is obliged to make and a difference in the
payment received or made by the person occurs as
a result,inter alia, of a change in exchange rate,
the amount of difference shall be adjusted at the

time when payment is received or made."

(19) The words "refund of amount" shall be subs#kl for the
words "reimbursement of amount" contained in theosd line

of clause (a) of Sub-section (1) of Section 25.

(20) The words "money or" contained in the secamel ¢f clause (a)
of Sub-section (1) of Section 27 and the words "eyoand"

contained in the same clause shall be deleted.
(21) The following Section 29 shall be SubstitutedSection 29:

"29. Indirect payments: In cases where any person derives
benefits indirectly from payments made by the payex
person associated with him or specifies anothesqreto
receive payment, the Department may, by issuingtee
in writing, treat the person himself deriving suwénefit
or specifying such other person as the recipient of

payment.”

(22) The word "seller" contained in Sub-section ¢B)Section 32

shall be deleted.
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(23) The following Sub-clause (2) shall be Subsgitufor Sub-clause

(2) of clause (a) of Sub-section (1) of Section 38:

"(2) Any amount required to be included in the assBent of
the income of that person as a result of acquisibibthat

property."”

(24) The word "payment" shall be Substituted fore thvords
"amount Subject to tax' contained in the proviselause (c) of

Sub-section (1) of Section 39.

(25) Of Section 41:

(@) The following Sub-clause (2) shall be Subsegitutfor

Sub-clause (2) of clause (a):

"(2) In re-disposing that property, the net outgmsn
made for that property until the disposal pursuant
to this Section shall be deemed to be equal to the

amount receivable.”

(b) The following Sub-clause (2) shall be Subsétutfor

Sub-clause (2) of clause (b):

"(2) In re-disposing that liability, the net incargis
made for that liability pursuant to Sub-clause (1)
until the disposal under this Section shall be

deemed to be equal to the outgoings".

(26) The word "taxable" shall be substituted foe thords "Subject

to tax' contained in Sub-section (2) of Section 45.

(27) Of Section 54:

(@)  Of Sub-section (1):
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(1) The words "if distributed” shall be inserteddre

the words "final" contained in clause (a).

(2) The following clause (b) shall be substituted f

clause (b):

"(b) No tax shall be imposed if other entities

make distribution.”

(b) The following Sub-section (3) shall be subgs&udl for
Sub-section (3):

"(3) Notwithstanding anything contained in Sub-
section (1), no tax shall be charged if dividend
received upon deduction of tax under that Sub-

section is distributed".
(c) Sub-section (4) shall be deleted.

(28) The following Sub-section (1a) shall be inedrtafter Sub-

section (1) of Section 57:

"(1a) For the purposes of computing the change iftf f
percent or more than fifty percent ownership of any
entity as referred to in Sub-section (1), only thllowing

ownership of that entity shall be included:

(@) The ownership held by a shareholder holding one
percent or more of the total ownership of that

entity, and

(b) The ownership held by an associated person of
the shareholder who holds more than one percent

of the total ownership of that entity, out of the
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shareholders who hold less than one percent of

the total ownership of that entity."

(29) The following Sub-section (1) shall be Suhg&d for Sub-

section (1) of Section 58:

"(1) An arrangement made by any entity by maintarall of
the following conditions shall be treated as an

arrangement made for reducing dividend tax

(@ Where that entity has reserved, current or

expected profits,

(b) Where any person who acquires an interestef th
entity and the recipient of the interest or his
associated person makes any payment to the
present or previous beneficiary of the entity @r hi
associated person irrespective of whether or not it
is related to the acquisition of interest and wieeth
or not payment is made at the time of acquisition

of interest,

(c) Where the payment is fully or partly reflectied
the profits of that entity,

(d) Where that entity distributes dividends to the
recipient of interest and the dividends fully or

partly cover the profits."
(30) Of section 59:
(@) The following Sub-section (1a) shall be inséradter

Sub-section (1):
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“(1la) An amount that is up to five percent of a dnel
recoverable loan held in the risk bearing fund by a
person carrying on banking business Subject to
the standards prescribed by the Nepal Rstara Bank
shall be deducted as an expense. Where the risk
bearing fund is so maintained, and the expenses
debited to the profits as a bad debt, the samé shal
not be written off, and where the amount in that
fund is capitalized or profits or dividends are
distributed, the same shall be included in the
income of the year in which such distribution is

made."

Provided that, if the amount as referred to in
Sub-section (1a) is deducted as expenditures, such

loss shall not be deductible.”
(31) Of Section 61.:

(@) The following Sub-clause (2) shall be Subs¢itltfor

Sub-clause (2) of clause (b) of Sub-section (2):

"(2) The premiums as referred to in Sub-clauseofl)

clause (a) returned to the insured".

(b) The words "shall not be considered as expenskall be
Substituted for the words "shall be included in the

expenses" contained in Sub-section (3).
(32) Of Section 63:

(@) The following proviso shall be inserted in Sdxtion (1):
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"Provided that the Citizen Investment Fund estalelis under
the Citizen Investment Fund Act, if it intends tainain a
retirement fund, and the Employee Provident Fundldished
under the Employee Provident Fund Act, 2019(-#),aperates a
retirement fund, shall not be required to obtaimnpesion for

such fund."

(b) The phrase " may make a claim for deductionaftulating his
income" shall be Substituted for the phrase "majena claim

to deduct fromthe income" contained in Sub-sec&)n

The words "mentioned in Sub-section (1) oftleec2 of Schedule-1"
shall be Substituted for the words "applicableampanies” contained

in Sub-section (3) of Section 64.

The words "or the retirement payments mad&yernment of Nepal®
shall be inserted after the words "from the int€re®ntained in the

second line of Sub-section (1) of Section 65.

The word "employment" shall be Substituted fioe words "such
acts" contained in the first line of Sub-clausedqBrlause (i) of Sub-

section (6) of Section 67.

The following clause (b) shall be substitutied clause (b) of the

explanation contained in Section 71:

"(b) "Average rate of tax of Nepal" means the ratde set by
multiplying with one hundred the amount to be setdividing

the amount of tax payable by a person as refeaaudlause (a)
of Section 3 in any income year by the taxable ine@f that
person in that year prior to the adjustment of &rgign taxin

that year."

303



37)

(38)

(39)

(40)

www.lawcommission.gov.np

The words "Big Taxpayer Office or" shall be@rted before the words

"Inland Revenue Office” contained in Sub-sectioyofZSection 72.

The following Sub-section (1) shall be Suhd#&d for Sub-section (1)
of Section 74:

"(1) The taxpayer shall performthe duties as ioed in this Act."

The words “at least” contained in Sub-sec{@®)yof Section 81 shall be
deleted.

Of Section 88:

“(@) The word "and" shall be Substituted for there "in making
payment and if that person is an approved retir¢fogrd, any”
contained in Sub-section (1), and the followingviso shall be

Substituted for the proviso to that Sub-section:

"Provided that, In the case of the retirement payme
made by the Government of Nepal or by the approegcment
fund, at the Rate of six percent from the benefizdculated

pursuant to clause (b) of Sub-section (1) of Sechs,"

(b) The following Sub-section (2) shall be substitutied Sub-

section (2):

"(2) A resident person shall, in making the follogi
payments having source in Nepal, withhold tax a th

following rate:

@) In making payment of dividends, five percent of

the amount paid,

(b) In making payment of investment insurance
benefits, five percent of the amount of benefits,
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(c) In making payment of benefts from an
unapproved retirement fund, ten percent of the

amount of benefits".

(c) The following Sub-section (3) shall be substitutied Sub-

section (3):

"(3) Notwithstanding anything contained in Sub-
section (1), in making payment of interest or of an
amount in the form of interest as follows by a desit
bank, financial institution or any other entity usrsg
bonds or a company registered under the laws in
force to any individual for deposits, bonds,
debentures and governmental bonds, tax shall be
withheld from the total amount of payment at thie ra

of six percent:
(@) Which has source in Nepal, and

(b) Which is not related with the operation of

business”

(d) The following clauses (al) and (a2) shall lseited after clause
(@) of Sub-section (4):

“(al) Service fee paid to a resident company,

(@2) Payment for an article published in a newspape for

preparing question papers and examining answerdbok
(41) Of Section 90:

(@) The following Sub-section (1) shall be Subdétlu for Sub-

section (1):
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Each person who is obliged to withhold tax baSubmit
to the Department a statement in such mode ancatorm
as specified by the Department within fifteen dayter

the expiration of each month."

(b) The phrase "in the following conditions, thergmn Subject to

tax withholding" shall be Substituted for the phed4sn cases

where the person withholding tax does not withhaigay tax

as follows, both the person Subject to tax withingd

contained in Sub-section (5).

(42) Of Sub-section (1) of Section 92:

(@) The following clause (e) shall be Substitufi@dclause (e):

"(e)

Interest as follows paid by a bank, finangiakitution or
any other entity issuing bonds or a company erliste
pursuant to the laws in force, as mentioned in Sub-

section (3) of Section 88:

(1) Which has source in Nepal and which is not
related with the operation of business and paid to

an individual,

(2) Which is paid to an institution entitled to tax

exemption pursuant to clause (d) of Section 2.”

(b) The following clauses (g) and (h) shall be mse after clause

"(9)

(h)

(f):

Retirement payments made by the GovernmerNegmfal

or an approved retirement fund, and
Payment for meeting allowance and part-timehesy."
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(43) Of Section 94:

(@) The following Sub-section (1) shall be Subdétu for Sub-

section (1):

"(1) A person who has or will have assessable irconany
income year from any business or investment ha=ayo

taxin three installments as follows:

Date on which payment has to be made Amount to be paid

7S

By the end of Poush (mid January) Amount of due @aagable ta
out of 40% of the estimated tax

7S

By the end of Chaitra (mid April) Amount of due ammayable taj
out of 70% of the estimated tax

By the end of Ashad (mid July) Amount of due andygde tax
out of 100% of the estimated tax

Explanation: For the purposes of this Sub-section,-

(@) "Estimated taX' means the estimated tax inaiimént
computed by any person liable to pay taxin inskat
pursuant to Section 95 at the time when the inmaealt

taxis to be paid in any year.

(b) "Due and payable tax' means the amount that remains
shortfall after Subtracting the following total sdram
the amount to be set by the percentage prescribed f
payment of estimated tax in installments under 8ub-

section:
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(1) The amount of tax paid in that income year by a
prior installment pursuant to this Section before
the date on which the installment in question is to

be paid,

(2) The amount of tax deducted from the payments to
be included in computing the income of any
person in any income year pursuant to Chapter-17
before the date on which the installment in

guestion is to be paid in that year,

(3) In cases where the agent withholding tax or the
person Subject to tax withholding pays to the
Department the amount of tax deemed to be
withheld from the payment referred to in clause (2)
pursuant to Sub-section (3) of Section 90 in that
year before the date on which the installment is to

be paid, such amount of tax, and

4 The amount of tax adjustment for medical
treatment expenses which that person may claim
pursuant to Section 51 in respect of the accepted
medical treatment expenses incurred by that
person before the date on which the installment is

to be paid.”

(b)  The words "total of all installments” shall Babstituted

for the words “of installments" contained in Sulzien
(2)."

Of Section 95:
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(@ The words "by the Department” shall be insertdtér the

words "may be prescribed" contained in Sub-sedtipn

(b) The words "or where it is so specified pursu@EnSub-section
(6) that any person is not required to Submit amase to pay

installment of tax' contained in Sub-section (7akhe deleted.

Of Sub-section (2) of Section 96:
(@) Sub-clauses (4) and (5) of clause (a) shalddeted.

(b)  Sub-clause (1) of clause (c) shall be deleted.
Of Section 97:

(@) The words "except where the Department issuedten order
or issues order by publishing a public notice" bHa
Substituted for the words "except where the Depamtrissues

a written order" contained at the beginning.

(b) The word "or" contained at the end of clausg gball be

deleted.

(¢c) The words “natural person or’ shall be Subséikl for the

words “natural person” contained at the end ofs@(c).
(d) The following clause (d) shall be inserted afiause (c):

"(d) If the motor vehicle owner making payment a&ixt
pursuant to Sub-section (11) of Section 1 of Scheedus

an individual, such individual.”

The word "fifteen" shall be Substituted forethword "seven"
contained in the fourth line of Sub-section (6pettion 101.

The word "Department" shall be Substituted fbe words "Tax

Department" contained in Section 106.

The words "assessment of expenses incurreahiuction sale as
referred to in Sub-section (5) of Section 105" Elh@linserted after the
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words " assessment of tax' contained in clausef(&ub-section (1)
of Section 114.

(50) Of Section 115:

(@) The word “Sub-section (6) ” shall be deleted.

(b)  The word "sixty" shall be Substituted for therdl "ninety"
contained in Sub-section (8).

(51) Of Section 117:
(@) The words "0.1 percent" shall be SubstitutedHe words "one
and half percent" contained in Sub-section (1), Hrelwords
"per year" shall be Substituted for the words "mesnth"

contained in that Sub-section.

(b)  The words "0.1 percent" shall be SubstitutedHie words "one
and half percent" contained in Sub-section (2), Hredwords
"per year" shall be Substituted for the words "paonth"

contained in that Sub-section.

(52) The following Section 118 shall be SubstituteddSection 118:

"118. Interest to be charged where the person makg payment in

installments makes lesser payment of estimated tax:

(1) In cases where, in the case of the amountsifiment
to be paid by any person under Section 94 in acgrme
year, the amount mentioned in clause (b) is moaia the
amount mentioned in clause (a), interest shallHzged

on such excess amount pursuant to Sub-section (2):

(g) Amount of each installment paid by that person in

any income year,

(n) Eighty percent of the estimated or revised estithate

amount of total amount payable by installments for
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each installment period in that income year if such
estimate or revised estimate is correct and, ihsuc
estimated or revised estimated amount is not cprrec
that of such amount, of the total amount of talx¢o
paid by any person referred to in clauses (a) ahd (
of Section 3, as is to be paid in installment facle

installment period in any income year.

A person mentioned in Sub-section (1) shallpiay
interest at standard rate of each month and poatidhe
month, from the due date for payment of the ingiedit

in that year to the date excess amount is paid.

Notwithstanding anything mentioned in Subsetct{d),

A person mentioned in Sub-section who fails to pagy
excess amount even up to the due date to paytexx af
assessment of tax under Section 99, the persohbshal
liable to pay an interest at standard interestfateach
month and portion of a month from the due date of
installment payment to the date due to pay tax afte

assessment of taxunder Section.

(53) Repeal Section 66 shall be deleted.
(54) Amendmentto Schedule-1:
(1) Of Section 1:

@)

The words "Eighty thousand rupees”, "one huadre
thousand rupees”, "one hundred fifty five thousand
rupees”, and " One hundred seventy-Five thousand
rupees”, respectively shall be Substituted forwioeds
“fifty five thousand rupees”, "seventy five thousan

rupees”, "one hundred thirty thousand rupees” ame"

311



www.lawcommission.gov.np

hundred fifty thousand rupees” contained in various
places of Sub-sections (1), (2), (3) and (4).

(b) The proviso to clause (b) of Sub-section (Halkbe
deleted.

(¢c) The following Sub-section (5) shall be Subdad for
Sub-section (5):

"(5)

For the individuals working in the remote asea
specified by the Government of Nepal, a maximum
sum of thirty thousand rupees shall, for the remote
allowance, be deducted fromthe taxable income, as
prescribed, and the tax shall then be calculated on
the remaining amount only, in accordance with this

Section".

(d) The following Sub-section (6) shall be Subgs&udl for
Sub-section (6):

"(6)

For the employee working in the abroad based
diplomatic missions of the State of Nepal, seventy
five percent amount of their abroad allowance shall
be deducted from the taxable income, and the tax
shall then be calculated on the remaining amount

only, in accordance with this Section."

(e) The following Sub-sections (10), (11) and ) (Ehall be

inserted after Sub-section (9):

"(10) Notwithstanding anything contained elsewhiare

this Section, where any resident individual has
procured an insurance business, the amount to be
set by seven percent of the sum of investment

insurance or ten thousand rupees, whichever is
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lesser, out of the premium paid for the same, shall
be deducted from the taxable income, and the tax
shall then be calculated on the remaining amount

only, in accordance with this Section".

(11) Notwithstanding anything contained elsewhare |
this Section, the owners of vehicles on hire shall
pay annual tax at the following rates. If the owner
of vehicle is an individual, the tax so paid slhall
final and binding.

Category of vehicles Annual tax
payable per
vehicle

(@) Mini-bus, mini-truck, truck and bus Rs. 1,500/-

(b) Car, jeep, van and microbus Rs.1,200/-

(c) Three wheeler, auto-rickshaw, tempo  Rs. 850/-

(d) Tractor and power tiller Rs. 750/-

(12)

Notwithstanding anything contained elsewhare i
this Section, in the following cases where twenty
five percent of tax rate is applicable on taxable
income at the calculation of tax that shall be daxe

only at the rate of twenty percent.

(@) a natural person who is fully engaged in the
operation of a special industry mentioned in
Section 11 of this Act.

(b) a natural person who derives income from

export in an income year.
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(2) Of Section 2:

(@) The following clause (b) shall be Substitufed clause (b) of
Sub-section (3):
"(b) In cases where the entity,
(1) Builds and operates any road, bridge, tunnel,
ropeway or sky-bridge, or
(2) Operates any trolley bus or tram, or"

(3) Derives income from export in an income year.

(b) The following Sub-section (5) shall be Suhdged for Sub-

section (5):

"(5) Tax shall be levied, pursuant to Sub-secti@h)sand (4)
of Section 1 of this Schedule, on the taxable inreaia
trust acquiring or looking after the property bejorg to
any deceased resident person or of a disableder&sid
individual in any income year as if the one whow@ceg
or looks after or that trust money or trust resideare an

individual."

Financial Ordinance, 2062 (2005)

Date of Authentication and the Publication

20624.1(16, July 2005)
Ordinance Number 12 of the year 2062

An Act Made to Implement Proposals Relating to Finace of the Government

of Nepal

Preamble:
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Whereas, it is expedient to levy some chargesstahaties, cesses and fees,
continue or alter the existing ones and also tonahtee laws in force relating
to revenue administration in order to implement greposals relating to

finance of the Government of Nepal;

Now, therefore, be it enacted by His Majesty thegdeyanendra Bir Bikram
Shah Dev. has, in accordance with Article 72 oh&ution kingdom of Nepal,

2047(1990).
1. Short title and commencement;

(1) This Ordinance may be called as the “Finar@idinance, 2062
(2005)."

(2) This ordinance come into force immediately

26. Amendment to the Income Tax Act, 2058 (2002pf the Income Tax
Act, 2058(2002):-

(1)  Of Section 2:

(@) The following clause (pl) shall be inserteceatftlause

(p):

(p1l) '"turn-over" means a turn-over equivalent te th
total amount to be included under Section 7,8 or 9
for purposes of computing the income of a

business or investment in any income year."
(b) Ofclause (r):

(1) The following Sub-clause (2a) shall be inserted

after Sub-clause (2):
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(2a) A benefit of any beneficiary held in the

retirement fund,”

The words "land and" shall be inserted befoee t

words "private building" contained in Sub-clause

@3).

(c) The following clause (s) shall be Substituted dlause

(s):

“(s) "organization entitled to enjoy exemption" msa

)

)

3)

(4)
()

the following entity:

Any of the following entities registered in the

Department as an entity enjoying tax exemption:

(@ A social, religious, educational or
benevolent organization of public nature

established with non-profit motive,

(b) An amateur sports organization so formed
with a view to promoting social or sports
related facilities that the organization or its

member does not derive profits,

A political party registered in the Election

Commission,

Vilage Development Committee, Municipality or

District Development Committee,
Nepal Rastra Bank,

Government of Nepal,
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Provided that in cases where any person has desingd
benefit from the property of that organization atine
monies obtained from that organization except ikimga
payment for the property or the service providedahy
person to that organization or in discharging fiorcd in
consonance with the objective of the organization
entitled to exemption, tax exemption shall not banged

to such organization.”

The figures "(2), (2), (3) and (4)" shall bebSatuted for the
figures "(1), (2) and (3)" contained in Sub-clau®g of clause

().

The following Sub-clauses (1) and (2) shallSestituted for

Sub-clauses (1) and (2) of clause (ad):

‘(D)

)

Payment for having acquired the right to estravater,
minerals or other living and non-living resourcesn the

earth, or

Amounts calculated based on the quantity oueaif
living or non-living resources of the natural resms

and minerals extracted fully or partly fromthetbar

The following clause (af) shall be Substitufedclause (af):

"(af)

"Rent" means all payments including a premieceived

for the house rent as well as for the lease ohgibde

property.

Provided that this term does not include any paymen

made for natural resources"”.

The following clause (ab) shall be Substituledclause (ab):
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“(ab) "Investment” means the act of holding onenmre
properties or investing such properties, exceph lite

followings:

(1) Holding any property used by the owner themeof

personal use, or
(20 Employment or occupation.

Provided that holding non-business taxable property

shallbe deemed as investment."
Of clause (ae):

(@) Thewords" in respect of any income year" eordd in
the first sentence of paragraph (b) of Sub-cladsehall
be deleted.

(b) The word "or" shall be inserted at the end afggraph
(b) of Sub-clause (3).

(c) The word "or" shall be inserted at the end afap(a) of
Sub-clause (4).

(d) The following Sub-clause (4a) shall be inseréédr Sub-

clause (4):
"(4a) Government of Nepal,"

(e) The word "or" shall be Substituted for the wdehd"

contained in the second sentence of Sub-clause (6).

The words "exemption, premium under loan liggil shall be
Substituted for the word "premium" contained in thest

sentence of paragraph (2) of Sub-clause (ai).
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The words "sold or" contained in clause (ajatbhe deleted.

The figure "(5)" shall be Substituted for th@ufre "(4)"

contained in the second sentence of clause (ao).
The following clause (atl) shall be inserteteatlause (aad):

"(atl) "adjusted taxable income" means taxable nmco
calculated without deducting any amounts as redette in

Section 12 and without deducting any amount undép-S
section (2) of Section 14, Section 17 or 18, whadculating the

taxable income of any person in any income year."

The words "related with the work” containedcikause (aab)
shall be deleted, and the words "as referred tolanse (y)"
shall be inserted the words "any entity" containedthat

clause.

(2) Ofsection4:

@)

(b)

(©)

The following Sub-section (I) shall be Subggil for Sub-

section (1):

"(1) The amount of tax required to be paid by amyspn
referred to in Section 3 for any income year shalequal
to the total amount of tax required to be paid ligts
person in capacity of any one or more than onequers

mentioned in clauses (a), (b) and (c) of the Sactio

The words "or both Sections" shall be inseéér the figure

"71" as contained in Sub-section (2).

The following clause (c) shall be substituted €lause (c) of
Sub-section (3):
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"(c) The employer has made a claimonly for theisatipent of
tax on medical expenses paid by him and for Suborac
of retirement contribution paid by the employer $ih
and not claimed for Subtraction of expenses foradiom

as referred to in Section 12."
Of Sub-section (4):

(1) The following clause (al) shall be insertdtkraclause

"(@l) having not claimed for adjustment of tax for
medical expenses under Section 51 and for

advance taxdeduction under Section 93,"
(2)  The following clause (b) shall be substituted flause (b):

“(b) The income earned from the business and the
turnover of the business do not exceed one
hundred fifty thousand rupees and one million five

hundred thousand rupees, respectively."

The figures "87, 88 and 89" shall be Substdute the figure

"88" contained in the fourth line of Sub-sectioh (6

The words "or both Sections" shall be inseifidr the words

"Section 12 or 63" contained in Section 5.

The words "or both Sections" shall be inseiéiér the words
"Section 11 or 64" contained in the proviso to skub) of

Section 6.
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The words "shall be income" shall be Substiute the words

"shall be computed in the income" contained in Sebtion (1)

of Section 7.

The words "shall be" shall be Substituted for therds

"computed as the income" contained in Sub-sectignof

Section 9.

Of Section 11:

@)

(b)

"Rural community based saving and lean co-dpes
located in the municipality specified by the Depaht
as not developed with essential infrastructure astull
be inserted before the words "community based gavin
and loan co-operatives" contained in Sub-sectipar{d
at the end of the Sub-section. Provided that, exdase
of income of a community based saving and loan co-
operatives organization or association located timeo

places it shall be levied Fifty percent.

Explanation: For the purpose of this Section income of a
co-operative organization or association shall méden

income in an income received from the income in a
transaction between/among the members of such

organization or association” shall be inserted.

The following Sub-sections (2a) shall be insérafter
Sub-section (2):

"(2a) No person shall be levied taxin the income

received fromthe cottage industry in an incomeryea
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No tax shall be levied in an income received

from the interested out of the deposit amount which

upto Ten Thousand Rupees to a depositor which is a

group or who is a member of such group, in a micro

finance programme operated by the Bank or financial

institution providing micro finance service in theral

area."

The following Sub-sections (3a) and (3b) shelinserted

after Sub-section (3):

“(3a) The following tax shall be levied to a person

in the income year on an income received fromimpor

(@)

(b)

(©)

Fifty percent of the income tax chargeable
on the income of an industry established in
the special economic zone or export
promotion region as specified by the
Government of Nepal by a Notification in

the Nepal Gazette.”

Twenty-five percent of the income tax
chargeable on the income of an information
technology industry established in the
information technology park as specified by
the Government of Nepal by a Notification

in the Nepal Gazette.”

Seventy-five percent of the income tax
chargeable on the income of Sub-section
(12) of Section 1 of Schedule-1 and Sub-

section (3) of Section 2 of Schedule-1,
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except in an income referred to in Clause
(@) and (b),

(3b) Rate of Two percent taxes shall be less for
the company which has listed its share and seesirh

Nepal Security Exchange Market LTD."

The following Sub-section (4) shall be Suhdgsad for
Sub-section (4):

"(4) In computing the income by the person as reter
to in clauses (a) of Sub-section 3, Sub-sectipnZ}, 2a,
2b and (3), Clause (b) of Sub-sections 3, (3a)) &
Section 11A., Sub-section (12) of Section 1 of StHe 1
and Sub-sections (3) and (4) of Section 2 of Scleetlu
and a body doing petroleumworks pursuant to thealNe
Petroleum Act, 2040, such person or body shall camp
the income as if that only income were derived lbyeo

separate person.”

The following Sub-section (5) shall be Subdétu for
Sub-section (5):

"(5) A person who is in a position to have morentha
one exemption in respect of the same income putdoan
the above mentioned Sub-sections shall enjoy only o

exemption chosen by him."

The following Clause (d) shall be inserted af@ause (c) of

clarification of Sub-section (6):

()

The following Clause (d) shall be inserted afffause (c)

of explanation of Sub-section (6):
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“(d) "Cottage industry" shall mean a production
oriented industry which is labour intensive, usgpgecial
skill related with national tradition, art and aui or local

raw material and resources.

Provided that, the following industries shall not

considered cottage industries:
(@) Dying, carpetPasmna, woolen garments.

(b)  Such an industry should not use a motor
more than Five Kilo watt upon using

electricity or Diesel crude oil.
(8) The following Section 11A. shall be insertgter Section 11:

"11A. Tax chargeable on the build and operate of

infrastructures:

If any agreement is concluded between the Goverhmen
of Nepal and any person for building and operating
infrastructures, the person building and operasnigh
infrastructures shall be entitled to enjoy tax liaes
provided by this Act pertaining to tax prevailinat the
time of conclusion of that agreement during thequkof

such agreement.”

(99 The following Sub-section (2) shall be Subggd for Sub-

section (2) of Section 12:

"(2) Notwithstanding anything contained in Sub-ga@ct(l),
the expenditure deductible in any income year umlukr

Sub-section shall not exceed one hundred thousand
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rupees or five percent of the adjusted taxablenmecthat

person in that year, whichever is lesser."

(10) of Section 14:

€

Of Sub-section (2):

@)

(b)

The phrase "the total interest amount which a
resident entity controlled by an organization

entitled to tax exemption can deduct under Sub-
section (1) in any income year shall not exceed the
total of the following amounts if the interest igig

to the controling person or associated person”
shall be Substituted for the phrase "the total
interest amount which a resident entity controlled
by an organization entitled to tax exemption can
deduct under that Sub-section in any income year
shall not exceed the total of the following

amounts" contained at the end.

The words "income of adjusted taxable income"
shall be Substituted for the words "of taxable

income" contained in clause (b)".

(11) Of Section 15:

"(@)

(b)

The following proviso shall be inserted xplnation (c):

"Provided that, no amount in respect of repair and

maintenance and depreciation shall be includednha t

overhead costs of a factory."

The following proviso shall be inserted in exption (d):
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"Provided that, no amount in respect of repair and
maintenance and depreciation shall be includedhe t

variable overhead costs of a factory."
(12) Of Section 16:
(@) Of Sub-section (2):

(1) The word "seven" shall be Substituted for the

word "four" contained in the fourth line.

(2) The phrase "and where expenses are incurred in
excess thereof, such deduction can be made only
as per the order of such expenses incurred"”

contained at the end shall be deleted.
(3) The following proviso shall be inserted at dred:

"Provided that this limitation shall not applyttoe
repair and maintenance costs incurred by a person
providing air transport service in overhauling an
aircraft in accordance with the standards fixed by

the Civil Aviation Authority of Nepal".

(b) The following Sub-section (3) shall be Subgs&udl for
Sub-section (3):

"(3) Any excess expense or part thereof which is no
deductible by virtue of the limit referred to intsu
section (2) may be added to the depreciation base
amount of the group of the concerned property at

the beginning of the forthcoming income year".
(13) Of Section 17:
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(@) The following Sub-section (2) shall be Subgétu for
Sub-section (2):

"(2) Notwithstanding anything contained in Sub-
section (1), in computing the limit of expenses
deductible under that Sub-section in any income
year, it shall not exceed fifty percent of the
adjusted taxable income earned from all businesses

operated by that person®.

(b) The words "at the beginning of the coming inegrear”
shall be inserted after the word "capitalizatioohtained

in the second line of Sub-section (3).
(14) Of Section 18:

(@ The following Sub-section (2) shall be Subgétu for
Sub-section (2):

"(2) Notwithstanding anything contained in Sub-
section (1), in computing the limit of expenses
deductible under that Sub-section in any income
year, it shall not exceed fifty percent of the
adjusted taxable income earned from all businesses

operated by that person®.

(b) The words "at the beginning of the coming inegrear"
shall be inserted after the word "capitalizatioohhtained

in the second line of Sub-section (3).

(15) The words "shall" shall be Substituted for tverd "may"

contained in Sub-section (1) of Section 19.
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(16) The following proviso shall be substituted fibre proviso

contained in clause (b) of Sub-section (1):

"Provided that in the case of the projects whiclolve
buiding and operation of public infrastructures darare
transferred to the Government of Nepal and theegtsj on
construction of powerhouses and generation and tnasion
of electricity, loss not deducted in the last seilremome years
and the loss of a body doing petroleum works pursta the
Nepal Petroleum Act, 2040 not deducted in the kstlve

income years."
(17) Of Section 21.:

(@) The word "private” shall be Substituted foe twords
"made for" contained in the second line of parpfra

clause (1) of explanation of Section 21.

(b)  The following Clause (d1) shall be insertdatClause
(d) of Sub- section (2):

"(d1l) Special fee paid for declaration of stock

regulation.”
(18) Of Section 24
(a) of Sub-section (2) :

(1) The words "in calculating the income earnedaby
person" shall be substituted for the words "in the
calculation of the income earned by the person”

contained in second line of Sub-section (2).
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(2) The following Sub-clause (2) shall be Subgétu

for Sub-clause (2) Clause (a):

"(2) If the value of such liability could be

forecasted in realistic manner, and"

The following Sub-section (3) shall be Suhgtd for
Sub-section (3):

"(3) Notwithstanding anything contained in Sub-
section (1), the Department may recognize the atog
specified by the Nepal Rastra Bank, Subject toNepal
Rastra Bank Act, 2058(2002) and the banking laws in

force, in respect of banking business."

The following Sub-section (4) shall be Subggu for
Sub-section (4):

"(4) In calculating a person's income earned from a
business or investment on the accrual basis, where
the person includes any payment to which the
person is entitled or deducts any payment that the
person is obliged to make and a difference in the
payment received or made by the person occurs as
a result,inter alia, of a change in exchange rate,
the amount of difference shall be adjusted at the

time when payment is received or made."

The words "refund of amount” shall be Subs$e¢itli for the

words "reimbursement of amount" contained in theosd line

of clause (a) of Sub-section (1) of Section 25.

The words "money or" contained in the secamel df clause (a)
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of Sub-section (1) of Section 27 and the words "eyoand"

contained in the same clause shall be deleted.
The following Section 29 shall be SubstitutedSection 29:

"29. Indirect payments: In cases where any person derives
benefits indirectly from payments made by the payex
person associated with him or specifies anothesqreto
receive payment, the Department may, by issuingtee
in writing, treat the person himself deriving susénefit
or specifying such other person as the recipient of

payment.”

The word "seller" contained in Sub-section ¢8)Section 32

shall be deleted.

The following Sub-clause (2) shall be Subs¢itufor Sub-clause

(2) of clause (a) of Sub-section (1) of Section 38:

"(2) Any amount required to be included in the assBent of
the income of that person as a result of acquisibthat

property."”

The word "payment” shall be Substituted fore tiwords
"amount Subject to tax' contained in the proviselause (c) of
Sub-section (1) of Section 39.

Of Section 41:

(@) The following Sub-clause (2) shall be Subsegitutfor

Sub-clause (2) of clause (a):

"(2) In re-disposing that property, the net outgmn

made for that property until the disposal pursuant
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to this Section shall be deemed to be equal to the

amount receivable.”

(b) The following Sub-clause (2) shall be Subsétutfor

Sub-clause (2) of clause (b):

"(2) In re-disposing that liabilty, the net incorgis
made for that liability pursuant to Sub-clause (1)
until the disposal under this Section shall be

deemed to be equal to the outgoings".

(26) The word "taxable" shall be Substituted foe thords "Subject

to tax' contained in Sub-section (2) of Section 45.

(27) The following Sub-section (3) shall be insdridter Sub-section
(2) of Section 50:

"(3) Notwithstanding anything contained in Sub-s@&ts$ (1)
and (2), aresident widow or widower who has tontan

and Subsist dependents shall be treated as spouse.”
(28) Of Section 54:
(@) Of Sub-section (1):

(1) The words "if distributed” shall be inserteddre

the words "final" contained in clause (a).

(2) The following clause (b) shall be Substituted f

clause (b):

"(b) No tax shall be imposed if other entities

make distribution."”
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(b) The following Sub-section (3) shall be subg&udl for
Sub-section (3):

"(3)

Notwithstanding anything contained in Sub-
section (1), no tax shall be charged if dividend
received upon deduction of tax under that Sub-

section is distributed".

(¢)  Sub-section (4) shall be deleted.

(29) The following Sub-section (1la) shall be inedrtafter Sub-

section (1) of Section 57:

"(1a) For the purposes of computing the change iftf f
percent or more than fifty percent ownership of any

entity as referred to in Sub-section (1), only thllowing

ownership of that entity shall be included:

(@)

(b)

The ownership held by a shareholder holding one
percent or more of the total ownership of that

entity, and

The ownership held by an associated person of
the shareholder who holds more than one percent
of the total ownership of that entity, out of the

shareholders who hold less than one percent of

the total ownership of that entity."

(30) The following Sub-section (1) shall be Suhgad for Sub-

section (1) of Section 58:

"(1) An arrangement made by any entity by mairitarall of
the following conditions shall be treated as an

arrangement made for reducing dividend tax
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(@ Where that entity has reserved, current or

expected profits,

(b) Where any person who acquires an interestef th
entity and the recipient of the interest or his
associated person makes any payment to the
present or previous beneficiary of the entity @r hi
associated person irrespective of whether or not it
is related to the acquisition of interest and wieeth
or not payment is made at the time of acquisition

of interest,

(c) Where the payment is fully or partly reflected
the profits of that entity,

(d) Where that entity distributes dividends to the
recipient of interest and the dividends fully or

partly cover the profits."
(31) Of section 59:

(@) The following Sub-section (la) shall be inseredter
Sub-section (1):

“(1la) An amount that is up to five percent of a dnel
recoverable loan held in the risk bearing fund by a
person carrying on banking business Subject to
the standards prescribed by the Nepal Rstara Bank
shall be deducted as an expense. Where the risk
bearing fund is so maintained, and the expenses
debited to the profits as a bad debt, the samé shal
not be written off, and where the amount in that

fund is capitalized or profits or dividends are
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distributed, the same shall be included in the
income of the year in which such distribution is

made."

The following proviso shall be inserted in Sséetion

2):

"Provided that if the amount as referred to in Selotion
(1a) is deducted as expenditures, such loss sbabea
deductible.”

(32) Of Section 61.:

@)

(b)

The following Sub-clause (2) shall be Subsgitutor

Sub-clause (2) of clause (b) of Sub-section (2):

"(2) The premiums as referred to in Sub-clauseofl)

clause (a) returned to the insured"”.

The words "shall not be considered as expenskeall be
Substituted for the words "shall be included in the

expenses" contained in Sub-section (3).

(33) Of Section 63:

(@)

The following proviso shall be inserted inbSsection

"Provided that, the Citizen Investment Fund
established under the Citizen Investment Fund Adt,
intends to maintain a retirement fund, and the Bypé
Provident Fund established under the Employee
Provident Fund Act, 2019(--), if it operates a ragtient
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fund, shall not be required to obtain permissionsioch
fund.”

(b) Thephrase"may make a claim for deduction in
calculating his income" shall be Substituted foe th
phrase "may make a claim to deduct from the income"

contained in Sub-section (2).

The words "mentioned in Sub-section (1) oft®ec2 of Schedule-1"
shall be Substituted for the words "applicableampanies” contained

in Sub-section (3) of Section 64.

The words "or the retirement payments mad&yernment of Nepal'
shall be inserted after the words "from the int€resntained in the

second line of Sub-section (1) of Section 65.
Section 66 shall be repealed.

The word "employment" shall be Substituted fioe words "such
acts" contained in the first line of Sub-clausedqRrlause (i) of Sub-

section (6) of Section 67.

The following clause (b) shall be Substitutedclause (b) of the

explanation contained in Section 71:

"(b) Average rate of tax of Nepal' means the tatde set
by multiplying with one hundred the amount to beé se
by dividing the amount of tax payable by a persen a
referred to in clause (a) of Section 3 in any inegmar
by the taxable income of that person in that yeiar po

the adjustment of any foreign taxin that year."

The words "Big Taxpayer Office or" shall be@rted before the words
"Inland Revenue Office” contained in Sub-sectioyofZSection 72.
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(40) The following Sub-section (1) shall be suhd#ad for Sub-section (1)
of Section 74:

"(1) The taxpayer shall performthe duties as mo@eid in this Act."

(41) The words “at least” contained in Sub-sec{@yof Section 81 shall be

deleted.
(42) Of Section 88:

“(@) The word "and" shall be Substituted for therg "in making
payment and if that person is an approved retir¢fogrd, any”
contained in Sub-section (1), and the followingyso shall be

Substituted for the proviso to that Sub-section:

"Provided that, tax shall be withheld, In the cas¢he
retirement payment made by the Government of Neplay the
approved retirement fund, at the Rate of six pardeim the
benefits calculated pursuant to clause (b) of Sediisn (1) of
Section 65, and in the case of the commission Ipyid resident
employer company to a non-resident person, atdtesaf Five

percent,

(b) The following Sub-section (2) shall be Subd#tl for Sub-

section (2):

"(2) A resident person shall, in making the follogi
payments having source in Nepal, withhold tax a th

following rate:

(@) In making payment of dividends, five percent of

the amount paid,
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In making payment of investment insurance

benefits, five percent of the amount of benefits,

In  making payment of benefits from an
unapproved retirement fund, ten percent of the

amount of benefits".

The following Sub-section (3) shall be Subgg&difor Sub-

section (3):

"(3) Notwithstanding anything contained in Sub-

section (1), in making payment of interest or of an
amount in the form of interest as follows by a desit
bank, financial institution or any other entity usisg
bonds or a company registered under the laws in
force to any individual for deposits, bonds,
debentures and governmental bonds, tax shall be
withheld from the total amount of payment at thie ra

of sixpercent:
(&) Which has source in Nepal, and

(b) Which is not related with the operation of mesis."

The following clauses (al) and (a2) shall =eited after clause
(@) of Sub-section (4):

"(al) Service fee paid to a resident company,

Payment for an article published in a newspapd for

preparing question papers and examining answerdabok

The following clause (d) shall be inserted raflause (c) of Sub-

section (4):
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"(d) The interregional interchange fee paid to akdiasuing

credit card."

(43) Of Section 90:

(@) The following Sub-section (1) shall be subsé&tl for Sub-

section (1):

"(1) Each person who is obliged to withhold tax ba$Submit
to the Department a statement in such mode andaform
as specified by the Department within fifteen dayter

the expiration of each month."

(b) The phrase "in the following conditions, thegmn Subject to
tax withholding" shall be Substituted for the pled$n cases
where the person withholding tax does not withhaigay tax
as follows, both the person Subject to tax withingd

contained in Sub-section (5).

(44) Of Sub-section (1) of Section 92:
(@) The following clause (e) shall be Substituf@dclause (e):

"(e) Interest as follows paid by a bank, finanaiakitution or
any other entity issuing bonds or a company ermliste

pursuant to the laws in force, as mentioned in Sub-

section (3) of Section 88:

(1) Which has source in Nepal and which is not
related with the operation of business and paid to

an individual,

(2) Which is paid to an institution entitled to tax

exemption pursuant to clause (d) of Section 2.”
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(b)  The following clauses (g) and (h) shall be imee after clause

(f):

"(g) Retirement payments made by the Governmehliepfal

or an approved retirement fund, and

(h)  Payment for meeting allowance and part-timehesy."

(45) Of Section 94:

(@) The following Sub-section (1) shall be substituted Sub-
section (1):

"(1) A person who has or will have assessable irconany
income year from any business or investment hasjo

taxin three installments as follows:

Date on which payment has to be madeAmount to be paid

By the end of Poush (mid January) Amount of due paghble tax

out of 40% of the estimated tax

By the end of Chaitra (mid April) Amount of due apdyable tax

out of 70% of the estimated tax

By the end of Ashad (mid July) Amount of due anglgdae tax

out of 100% of the estimated tax

Explanation: For the purposes of this Sub-section,-

(@) "Estimated tax' means the estimated tax inaiimsént

computed by any person liable to pay tax in inskt
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pursuant to Section 95 at the time when the ima¢alt

taxis to be paid in any year.

(c) "Due and payable tax' means the amount that remains

shortfall after Subtracting the following total sdram

the amount to be set by the percentage prescribed f

payment of estimated tax in installments under gubg-

section:

)

2

3)

(4)

The amount of tax paid in that income year by a
prior installment pursuant to this Section before
the date on which the installment in question is to

be paid,

The amount of tax deducted from the payments to
be included in computing the income of any
person in any income year pursuant to Chapter-17
before the date on which the installment in

guestion is to be paid in that year,

In cases where the agent withholding tax or the
person Subject to tax withholding pays to the
Department the amount of tax deemed to be
withheld from the payment referred to in clause (2)
pursuant to Sub-section (3) of Section 90 in that
year before the date on which the installment is to

be paid, such amount of tax, and

The amount of tax adjustment for medical
treatment expenses which that person may claim
pursuant to Section 51 in respect of the accepted

medical treatment expenses incurred by that
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person before the date on which the installment is

to be paid.”

(b)  The words "total of all installments" shall bebStituted for the

words “of installments” contained in Sub-sectioh'(2

Of Section 95:

(@)

(b)

The words "by the Department” shall be insertder the

words "may be prescribed" contained in Sub-sedtipn

The words "or where it is so specified pursu@nSub-section
(6) that any person is not required to Submit amese to pay

installment of tax' contained in Sub-section (7akbe deleted.

Of Sub-section (2) of Section 96:

(@)
(b)

Sub-clauses (4) and (5) of clause (a) shalddeted.

Sub-clause (1) of clause (c) shall be deleted.

Of Section 97:

@)

(b)

(©)

(d)

The words "except where the Department issuedtan order
or issues order by publishing a public notice" bHz
Substituted for the words "except where the Depamtnissues

a written order" contained at the beginning.

The word "or" contained at the end of clausg gball be
deleted.

A comma sign “,” shall be Substituted for thdl §top sign “.”

contained at the end of Clause (c) and shall berted "or".

The following clause (d) shall be inserted afiause (c):
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"(d) If the motor vehicle owner making payment aixt
pursuant to Sub-section (11) of Section 1 of Scheedus

an individual, such individual.”

(49) The word "fiteen" shall be Substituted forethword "seven"
contained in the fourth line of Sub-section (6pettion 101.

(50) The word "Department” shall be Substituted fbe words "Tax

Department” contained in Section 106.

(51) The following Sub-section (3) shall be Suhg#ad for Sub-section (3)
of Section 113:

“(3) If any person makes an application to the Dapant, as
prescribed, for the refund of the amount pursuanSub-
section (1), such refund shall be made within sibdys after

the date on which such application is made."

(52) The words "assessment of expenses incurreghiuction sale as
referred to in Sub-section (5) of Section 105" El@linserted after the
words " assessment of tax' contained in clausef(®ub-section (1)

of Section 114.
(53) Of Section 115:
(@) Sub-section (6) shall be deleted.

(b) The word "sixty" shall be Substituted for therd "ninety"

contained in Sub-section (8).

(54) Of Section 117:

(@) The words "0.1 percent" shall be SubstitutedHe words "one

and half percent" contained in Sub-section (1), #redwords
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"per year" shall be Substituted for the words "mesnth"

contained in that Sub-section.

(b) The words "0.1 percent" shall be Substitutedtie words "one
and half percent" contained in Sub-section (2), Hrelwords
"per year" shall be Substituted for the words "paonth"

contained in that Sub-section.
(55) The following Section 118 shall be SubstitutedSection 118:

"118. Interest to be charged where the person makg payment in

installments makes lesser payment of estimated tax:

(1) In cases where, in the case of the amountsifiment
to be paid by any person under Section 94 in acgre
year, the amount mentioned in clause (b) is moaia the
amount mentioned in clause (a), interest shallHzged

on such excess amount pursuant to Sub-section (2):

() Amount of each installment paid by that person in

any income year,

() Eighty percent of the estimated or revised estithate
amount of total amount payable by installments for
each installment period in that income year if such
estimate or revised estimate is correct and, ihsuc
estimated or revised estimated amount is not cprrec
that of such amount, of the total amount of talx¢o
paid by any person referred to in clauses (a) ahd (
of Section 3, as is to be paid in installment facle

installment period in any income year.
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An interest to be set by the normal rate tdrest, for
each month and portion of the month, from the datd
for payment of the installment in that year to the
following period shall be imposed on the persoene

to in Sub-section (1):

(@) Inthe case ofa person in respect of whonstax
be assessed under Sub-section (1) of Section 99,

until the date for Submission of the income return,

(b) In the case of a person in respect of whom the
Department has made revised tax assessment for
the first time under Section 101 because of failure
to make tax assessment under Sub-section (1) of
Section 99, until the date on which a notice ottha
revised tax assessment is delivered pursuant to
Section 102.

Explanation: For the purposes of this Section, "amount
payable by installment” means the amount of insiallts
calculated pursuant to Sub-section (1) of Sectidnir®

the case of a taxpayer who fails to Submit a relise
estimate once an estimate has been Submitted and in
respect of whom the Department has made estimate
pursuant to Sub-section (7) of Section 95 becauddeso
fallure to Submit an estimate and calculated purnst@a
Sub-section (5) of Section 95 in the case of paga&r
Submits a revised estimate and in respect of whuan t
Department has made estimate pursuant to Sub-sectio
(7) of Section 95 because of being unsatisfied i

Submitted estimate or revised estimated."
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(56) The following clause (g) shall be Substitufed clause (g) of Sub-
section (2) of Section 143:

"(9) Amendment to Section 15 of the Industrial Eptises Act,
2049 (1992):

(1) Clauses (a), (c), (d), (e), (), (0, (p), (¢),and (s) of Section
15 of the Industrial Enterprises Act, 2049 (199Ralk be
deleted.

(2) The words "respectively thirty, twenty-five andenty
percent on the income tax until ten years of thee dd
operation and" contained in clause (f) shall becbel."
Schedule-1

(57) Amendmentto Schedule-1:

(1) Of Section 1:

(@ The words "one hundred thousand rupees”, "one

hundred twenty five thousand rupees”, "one hundred

seventy five thousand rupees”, and " two hundred

thousand rupees”, respectively shall be Substitihed

the words "fifty five thousand rupees”, "seventyefi
thousand rupees”, "one hundred thirty thousandespe
and "one hundred fifty thousand rupees"” contaimed i

various places of Sub-sections (1), (2), (3) and (4

(b) The proviso to clause (b) of Sub-section (4alkhe
deleted.

(c) The following Sub-section (5) shall be Subgs&ul for
Sub-section (5):
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For the individuals working in the remote asea
specified by the Government of Nepal, a maximum
sum of thirty thousand rupees shall, for the remote
allowance, be deducted from the taxable income, as
prescribed, and the tax shall then be calculated on
the remaining amount only, in accordance with this

Section".

(d) The following Sub-section (6) shall be Subgs&udl for
Sub-section (6):

"(6)

For the employee working in the abroad based
diplomatic missions of the State of Nepal, seventy
five percent amount of their abroad allowance shall
be deducted from the taxable income, and the tax
shall then be calculated on the remaining amount

only, in accordance with this Section."

(e) The following Sub-sections (10), (11), (1224} and (13)

shall be inserted after Sub-section (9a):

"(10) Notwithstanding anything contained elsewhiare

this Section, where any resident individual has

procured an insurance business, the amount to be
set by seven percent of the sum of investment
insurance or ten thousand rupees, whichever is
lesser, out of the premium paid for the same, shall
be deducted from the taxable income, and the tax
shall then be calculated on the remaining amount

only, in accordance with this Section".
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(11) Notwithstanding anything contained elsewhere in

this Section, the owners of vehicles on hire shall

pay annual tax at the following rates. If the owner

of vehicle is an individual, the tax so paid sall

final and binding.

Category of vehicles

Annual tax payable

per vehicle
(@) Mini-bus, mini-truck, truck and bus Rs. 1,500/-
(b) Car, jeep, van and microbus Rs.1,200/-
(c) Three wheeler, auto-rickshaw, tempo Rs. 850/-
(d) Tractor and power tiller Rs. 750/-

(12) Notwithstanding anything contained elsewhare i

this Section, if an individual is fully engagedtire

operation of a special industry mentioned in

Section 11 of this Act throughout any year, in

calculating tax pursuant to this Section, tax shall

be charged by twenty percent of the taxable

Income, instead of twenty five percent thereof.

(12a) Tax shall be charged by twenty percent of the

taxable income earned by any individual from

exports in any income year."
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(13) Notwithstanding anything contained elsewhare i
this Section, an additional tax to be set by 1.5
percent of the taxable income that is beyond the
taxable income mentioned in clause (c) of Sub-
section (1) or clause (c) of Sub-section (2) sihall
levied on an individual or spouse referred to in
Section 50."

Of Section 2

(b)

(©)

(@) The following clause (b) shall be Substitufedclause
(b) of Sub-section (3):

"(b) In cases where the entity,

(1) Builds and operates any road, bridge, tunnel,

ropeway or sky-bridge, or
(2) Operates any trolley bus or tram, or"

The following Sub-section (3a) shall be insdrtafter Sub-

section (3):

"(3a) Tax shall be levied by twenty percent on thzable
income earned by any entity, through its sourdddpal,

from exports in any income year."

The following Sub-section (5) shall be subg&tl for Sub-

section (5):

"(5) Tax shall be levied, pursuant to Sub-sedigh)
and (4) of Section 1 of this Schedule, on the tlxaTome of a
trust acquiring or looking after the property bejorg to any

deceased resident person or of a disabled resimiidual in

348



www.lawcommission.gov.np

any income year as if the one who acquires or ladtex or that

trust money or trust resident were an individual.”

(d) The following Sub-section (8) shall be insertecdafub-section

(7):

"(8) Notwithstanding anything contained elsewhere i
this Section, there shall be levied an additioaaltd be
set by 1.5 percent of the taxable income to bdéseiny
entity other than that mentioned in Sub-sectionsa(@i
(7) of Section 2."
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Financial Ordinance, 2062 (2005)

Date of Authentication and the Publication

206210.1(14 Jan.2005)
OrdinanceNumber 49 of the year 2062

An Act Made to Implement Proposals Relating to Finace of the

Government of Nepal

Preamble: Whereas, it is expedient to levy some charges stadaties,
cesses and fees, continue or alter the existing @mel also to amend the
laws in force relating to revenue administrationoirder to implement the

proposals relating to finance of the Governmeri@pal;

Now, therefore be it enacted by His Majesty the King Gyanendra B
Bikram Shah Dev has, in accordance with Articleo7Zonstitution kihngdom
of Nepal, 2047(1990).

1. Short title and commencement(1) This Ordinance may be called
as the “Financial Ordinance, 2062 (2005)."

(2) This ordinance come into force immediately.

26. Amendment to the Income Tax Act, 2058 (2002Qpf the Income Tax
Act, 2058(2002):-

(1) Of Section 2:
(@) The following Clause (p1) shall be inserteg¢a@lause (p):

"(pl) "turn-over" means a turn-over equivalenthe total

amount to be included under Section 7, 8 or 9 for
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purposes of computing the income of a business or

investment in any income year."
(b) Of Clause (r):

(1) The following Sub-clause (2a) shall be inserted

after Sub-clause (2):

"(2a) A benefit of any beneficiary held in the

retirement fund,”

(20 The words "land and" shall be inserted befoee t

words "private building" contained in Sub-clause

3).

(c) The following Clause (s) shall be substituted €lause

(s):

“(s) "organization entitled to enjoy exemption” mea

the following entity:

(1) Any of the following entities registered in
the Department as an entity enjoying tax

exemption:

(@ A social, religious, educational or
benevolent organization of public
nature established with non-profit

motive,

(b) An amateur sports organization so
formed with a view to promoting

social or sports related facilities that
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the organization or its member does

not derive profits,

A political party registered in the Election

Commission,

Village Development Committee, Municipality

or District Development Committee
Nepal Rastra Bank,
Government of Nepal,

Provided that, in cases where any
person has derived any benefit from the
property of that organization and the
monies obtained from that organization
except in making payment for the property
or the service provided by any person to
that organization or in discharging
functions in consonance with the objective
of the organization entitled to exemption, tax
exemption shall not be granted to such

organization."

The figures"(1), (2), (3) and (4)" shall be substituted for the

figures "(), (2) and (3)contained in Sub-clause (5) of Clause (X).

The following Sub-clauses (1) and (2) shallSéstituted for
Sub-clauses (1) and (2) of Clause (ad):

“(1) Payment for having acquired the right to estravater,

minerals or other living and non-living resourcesn the

earth, or
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(2) Amounts calculated based on the quantity oueaf
living or non-living resources of the natural resmas

and minerals extracted fully or partly from thetbdr
® The following Clause (af) shall be Substitufed Clause (af):

“(af) "Rent" means all payments including a preamneceived
for the house rent as well as for the lease ohgibde
property.

Provided that, this term does not include any

payment made for natural resources."
() The following Clause (ab) shall be SubstitutedClause (ab):

"(ab) "Investment" means the act of holding onenmre

properties or investing such properties, exceph \lite
followings:

(1) Holding any property used by the owner themeof

personal use, or
(20 Employment or occupation.

Provided that holding non-business taxable

property shall be deemed as investment."

(h) Of Clause (ae):

(@) Thewords " in respect of any income year" aored in

the first sentence of paragraph (b) of Sub-clad¥ssHall
be deleted.

(b) The word "or" shall be inserted at the end afggraph
(b) of Sub-clause (3).
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(¢) The word "or" shall be inserted at the end afap(a) of
Sub-clause (4).

(d) The following Sub-clause (4a) shall be inseréédr Sub-

clause (4):
"(4a) Government of Nepal,"

() The word "or" shall be Substituted for the wdehd"

contained in the second sentence of Sub-clause (6).

() The words "exemption, premium under loan liggil shall be
Substituted for the word "premium" contained in thest

sentence of paragraph (2) of Sub-clause (ai).
() The words "sold or" contained in Clause (ajabbe deleted.

(k) The figure "(5)" shall be Substituted for thigure "(4)"

contained in the second sentence of Clause (ao).
()] The following Clause (atl) shall be inserteteatClause (aad):

"(atl) "adjusted taxable income"” means taxable nmco
calculated without deducting any amounts as redetee in

Section 12 and without deducting any amount undgp-S
section (2) of Section 14, Section 17 or 18, whadculating the

taxable income of any person in any income year."

(m)  The words "related with the work" containedGlause (aab)
shall be deleted, and the words "as referred tGlause (y)"
shall be inserted the words "any entity" containedthat

Clause.

(2) Ofsection 4:
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The following Sub-section () shall be Subdai for Sub-

section (1):

"(1)

The amount of tax required to be paid by amyspn
referred to in Section 3 for any income year shalequal
to the total amount of tax required to be paid lbigls
person in capacity of any one or more than oneqrers

mentioned in Clauses (a), (b) and (c) of the Sactio

The words "or both Sections” shall be inseréér the figure

"71" as contained in Sub-section (2).

The following Clause (c) shall be substituted €lause (c) of
Sub-section (3):

"(c)

The employer has made a claim only for theiatinent of
tax on medical expenses paid by him and for Subomac
of retirement contribution paid by the employer $wth
and not claimed for Subtraction of expenses foradiom

as referred to in Section 12."

Of Sub-section (4):

)

)

The following Clause (al) shall be inserteceafflause

(a):

"(@l) having not claimed for adjustment of tax for
medical expenses under Section 51 and for

advance taxdeduction under Section 93,"

The following Clause (b) shall be substituted €lause

(b):
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“(b) The income earned from the business and the
turnover of the business do not exceed one

hundred fifty thousand rupees and one million five

hundred thousand rupees, respectively."

The figures "87, 88 and 89" shall be Substdute the figure

"88" contained in the fourth line of Sub-sectioh (6

The words "or both Sections" shall be inseifidr the words

"Section 12 or 63" contained in Section 5.

The words "or both Sections" shall be inseiéiér the words
"Section 11 or 64" contained in the proviso to Glub) of

Section 6.

The words "shall be income" shall be Substiute the words
"shall be computed in the income" contained in Sebtion (1)

of Section 7.

The words "shall be" shall be substituted fbe twords
"computed as the income" contained in Sub-sectibnof

Section 9.
Of Section 11:

(@  "Rural community based saving and lean co-dpes
located in the municipality specified by the Depaht

as not developed with essential infrastructure asiutll

be inserted before the words "community based gavin

and loan co-operatives" contained in Sub-sectipar{d

at the end of the Sub-section. Provided that, endhse

of income of a community based saving and loan co-
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operatives organization or association located timeo

places it shall be levied Fifty percent.

Explanation: For the purpose of this Section income of a
co-operative organization or association shall méden

income in an income received from the income in a
transaction between/among the members of such

organization or association” shall be inserted.

The following Sub-sections (2a) shall be insérafter
Sub-section (2):

"(2a) No person shall be levied taxin the income

received fromthe cottage industry in an incomeryea

(2b) No tax shall be levied in an income received
from the interested out of the deposit amount whsch
upto Ten Thousand Rupees to a depositor which is a
group or who is a member of such group, in a micro
finance programme operated by the Bank or financial
institution providing micro finance service in theral

area."

The following Sub-sections (3a) and (3b) shelinserted

after Sub-section (3):

“(3a) The following tax shall be levied to a person

in the income year on an income received from impor

@) Fifty percent of the income tax chargeable
on the income of an industry established in
the special economic zone or export

promotion region as specified by the
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Government of Nepal by a Notification in

the Nepal Gazette.”

(b) Twenty-five percent of the income tax
chargeable on the income of an information
technology industry established in the
information technology park as specified by
the Government of Nepal by a Notification

in the Nepal Gazette.”

(©) Seventy-five percent of the income tax
chargeable on the income of Sub-section
(12) of Section 1 of Schedule-1 and Sub-
section (3) of Section 2 of Schedule-1,
except in an income referred to in Clause
(@) and (b),

(3b) Rate of Two percent taxes shall be less for
the company which has listed its share and seesirh
Nepal Security Exchange Market LTD."

The following Sub-section (4) shall be Subggu for
Sub-section (4):

"(4) In computing the income by the person as
referred to in Clauses (a) of Sub-section 3, Sedtisn
(2), (2), 2a, 2b and (3), Clause (b) of Sub-sesti@n(3a),
(3b) and Section 11A., Sub-section (12) of Sectiarf
Schedule-1 and Sub-sections (3) and (4) of Se&ioh
Schedule-1 and a body doing petroleum works pursuan

to the Nepal Petroleum Act, 2040, such person alybo
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shall compute the income as if that only incomeewer

derived by other separate person.”

(e) The following Sub-section (5) shall be Subdétl for
Sub-section (5):

"(5) A person who is in a position to have more
than one exemption in respect of the same income
pursuant to the above mentioned Sub-sections shall

enjoy only one exemption chosen by him."

® The following Clause (d) shall be inserted afifause (c)

of explanation of Sub-section (6):

“(d) "Cottage industry" shall mean a production
oriented industry which is labour intensive, usgpgcial
skill related with national tradition, art and aut or local

raw material and resources.

Provided that, the following industries shall not

considered cottage industries:
(c) Dying, carpetPasmina, woolen garments.

(d) Such an industry should not use a motor
more than Five Kilo watt upon using

electricity or Diesel crude oil.
(8  The following Section 11A. shall be inserigter Section 11:

"11A. Tax _chargeable on the build and operate of

infrastructures : If any agreement is concluded between
the Government of Nepal and any person for building

operating infrastructures, the person buiding and
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operating such infrastructures shall be entitleén@y
tax facilties provided by this Act pertaining t@axt
prevailing at the time of conclusion of that agneat

during the period of such agreement."

(99 The following Sub-section (2) shall be Subggad for Sub-

section (2) of Section 12:

"(2) Notwithstanding anything contained in Sub-smtt
(1), the expenditure deductible in any income yeader that
Sub-section shall not exceed one hundred thousamees or
five percent of the adjusted taxable income thaspe in that

year, whicheveris lesser."
(10) of Section 14:
(1) Of Sub-section (2):

(@) The phrase "the total interest amount which a
resident entity controlled by an organization
entitled to tax exemption can deduct under Sub-
section (1) in any income year shall not exceed the
total of the following amounts if the interest igigh
to the controling person or associated person”
shall be Substituted for the phrase "the total
interest amount which a resident entity controlled
by an organization entitled to tax exemption can
deduct under that Sub-section in any income year
shall not exceed the total of the following

amounts" contained at the end.
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(b) The words "income of adjusted taxable income"
shall be Substituted for the words "of taxable

income" contained in Clause (b)".
(11) Of Section 15:
"(@) The following proviso shall be inserted kpkanation (c):

"Provided that, no amount in respect of repair and
maintenance and depreciation shall be includedhe t

overhead costs of a factory."
(b)  The following proviso shall be inserted in expation (d):

"Provided that, no amount in respect of repair and
maintenance and depreciation shall be includednha t

variable overhead costs of a factory."
(12) Of Section 16:
(@)  Of Sub-section (2):

(1) The word "seven" shall be substituted for the

word "Five" contained in the fourth line.

(2) The phrase "and where expenses are incurred in
excess thereof, such deduction can be made only
as per the order of such expenses incurred"

contained at the end shall be deleted.
(3  The following proviso shall be inserted at gred:

"Provided that this limitation shall not apply
to the repair and maintenance costs incurred by a

person providing air transport service in
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overhauling an aircraft in accordance with the
standards fixed by the Civil Aviation Authority of
Nepal".

(b) The following Sub-section (3) shall be subdad for
Sub-section (3):

"(3) Any excess expense or part thereof which i no
deductible by virtue of the limit referred to intsu
section (2) may be added to the depreciation base
amount of the group of the concerned property at

the beginning of the forthcoming income year".
(13) Of Section 17:

(@ The following Sub-section (2) shall be Subgétu for
Sub-section (2):

"(2) Notwithstanding anything contained in Sub-
section (1), in computing the limit of expenses
deductible under that Sub-section in any income
year, it shall not exceed fifty percent of the
adjusted taxable income earned from all businesses

operated by that person®.

(b) The words "at the beginning of the coming inegrear”
shall be inserted after the word "capitalizationohtained

in the second line of Sub-section (3).
(14) Of Section 18:
(@ The following Sub-section (2) shall be subgétl for

Sub-section (2):
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"(2) Notwithstanding anything contained in Sub-
section (1), in computing the limit of expenses
deductible under that Sub-section in any income
year, it shall not exceed fifty percent of the
adjusted taxable income earned from all businesses

operated by that person®.

(b) The words "at the beginning of the coming inegrear"
shall be inserted after the word "capitalizatioohtained

in the second line of Sub-section (3).

The words "shall' shall be substituted for therd "may"

contained in Sub-section (1) of Section 19.

The following Sub-section Section 19A shallibheerted after
Section (19):

"19A. Exemption Special expense for providing employment

(1) A person, for the purpose of computation obime received
from a business, except the Government of Nepad body
corporate fully or partialy owned by GovernmentNépal, if
any other organization provides employment to thepadd
citizen within Nepal within it, such an organizationay deduct
Five Hundred Rupees as expenses for each employeerker
and in the case of temporary employee worker whesdoot
work to the full income year, he/she may deduckeeges as

proportionally.

(2) The details of the employees or workers pursaan
Sub-section (1) shall be submitted at the timeudfrsitting the

taxin installment pursuant to Section 94."
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(17) The following proviso shall be substituted fibre proviso
contained in Clause (b) of Sub-section (1) of %ecHO:

"Provided that, in the case of the projects wirslolve
buiding and operation of public infrastructures darare
transferred to the Government of Nepal and theegtsj on
construction of powerhouses and generation and tnasion
of electricity, loss not deducted in the last Seiremome years
and the loss of a body doing petroleum works punsta the
Nepal Petroleum Act, 2040 not deducted in the TRstlve

income years."
(18) Of Section 21.:

(@) The word "private” shall be Substituted foe twords
"made for" contained in the second line of parpfra

Clause (1) of explanation of Section 21.

(b)  The following Clause (d1) shall be insertdatClause
(d) of Sub- section (2):

"(d1l) Special fee paid for declaration of stock

regulation.”
(19) Of Section 24
(a) of Sub-section (2) :

(1) The words "in calculating the income earnedaby
person" shall be substituted for the words "in the
calculation of the income earned by the person”

contained in second line of Sub-section (2).
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(2) The following Sub-clause (2) shall be Subgétu

for Sub-clause (2) Clause (a):

"(2) If the value of such liability could be

forecasted in realistic manner, and"

The following Sub-section (3) shall be subgg&ual for
Sub-section (3):

"(3) Notwithstanding anything contained in Sub-
section (1), the Department may recognize the atog
specified by the Nepal Rastra Bank, Subject toNepal
Rastra Bank Act, 2058(2002) and the banking laws in

force, in respect of banking business."

The following Sub-section (4) shall be Subggu for
Sub-section (4):

"(4) In calculating a person's income earned froma
business or investment on the accrual basis, wiere
person includes any payment to which the person is
entitled or deducts any payment that the person is
obliged to make and a difference in the paymergived
or made by the person occurs as a reguilty alia, of a
change in exchange rate, the amount of differemed s
be adjusted at the time when payment is received or

made."

The words "refund of amount"” shall be Subse¢itli for the

words "reimbursement of amount" contained in theosd line

of Clause (a) of Sub-section (1) of Section 25.

The words "money or" contained in the secane of Clause

365



(22)

(23)

(24)

(25)

(26)

www.lawcommission.gov.np

(@) of Sub-section (1) of Section 27 and the wdrdsney and"

contained in the same Clause shall be deleted.
The following Section 29 shall be SubstitutedSection 29:

"29. Indirect payments: In cases where any person derives

benefits indirectly from payments made by the payex
person associated with him or specifies anothesqreto
receive payment, the Department may, by issuingtee
in writing, treat the person himself deriving susénefit
or specifying such other person as the recipient of

payment.”

The word "seller" contained in Sub-section ¢8)Section 32

shall be deleted.

The following Sub-clause (2) shall be Subs¢itufor Sub-clause
(2) of Clause (a) of Sub-section (1) of Section 38:

"(2) Any amount required to be included in the
assessment of the income of that person as a regult

acquisition of that property."

The word "payment” shall be Substituted fore tiwords
"amount Subject to tax' contained in the proviscCtause (c)
of Sub-section (1) of Section 39.

Of Section 41:

(@) The following Sub-clause (2) shall be Subsegitutfor

Sub-clause (2) of Clause (a):

"(2) In re-disposing that property, the net

outgoings made for that property until the disposal
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pursuant to this Section shall be deemed to beléqua

the amount receivable.”

(b) The following Sub-clause (2) shall be Subsétutfor
Sub-clause (2) of Clause (b):

"(2) In re-disposing that liability, the net incargis
made for that liability pursuant to Sub-clauseu@jil the
disposal under this Section shall be deemed togbale

to the outgoings".

(27) The word "taxable" shall be Substituted foe thords "Subject

to tax' contained in Sub-section (2) of Section 45.

(28) The following Sub-section (3) shall be insdridter Sub-section
(2) of Section 50:

"(3) Notwithstanding anything contained in Sub-s&t$
(1) and (2), a resident widow or widower who hasrintain

and Subsist dependents shall be treated as spouse.”
(29) Of Section 54:
(@) Of Sub-section (1):

(1) The words "if distributed” shall be inserteddre

the words "final" contained in Clause (a).

(2) The following Clause (b) shall be Substituted f
Clause (b):

"(b) No tax shall be imposed if other entities

make distribution."”
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(b) The following Sub-section (3) shall be Subg&udl for
Sub-section (3):

"(3) Notwithstanding anything contained in Sub-
section (1), no tax shall be charged if dividencereed

upon deduction of tax under that Sub-section is

distributed".
(c)  Sub-section (4) shall be deleted.

(30) The following Sub-section (1a) shall be insdrtafter Sub-

section (1) of Section 57:

"(la) For the purposes of computing the changétpf
percent or more than fifty percent ownership of amfity as
referred to in Sub-section (1), only the followioginership of

that entity shall be included:

(@) The ownership held by a shareholder holding one
percent or more of the total ownership of that

entity, and

(b) The ownership held by an associated person of
the shareholder who holds more than one percent
of the total ownership of that entity, out of the
shareholders who hold less than one percent of

the total ownership of that entity."

(31) The following Sub-section (1) shall be Suhged for Sub-

section (1) of Section 58:

"(1) An arrangement made by any entity by mairiban
all of the following conditions shall be treatedasarrangement
made for reducing dividend tax
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(@ Where that entity has reserved, current or

expected profits,

(b) Where any person who acquires an interestef th
entity and the recipient of the interest or his
associated person makes any payment to the
present or previous beneficiary of the entity @r hi
associated person irrespective of whether or not it
is related to the acquisition of interest and wieeth
or not payment is made at the time of acquisition

of interest,

(c) Where the payment is fully or partly reflected
the profits of that entity,

(d) Where that entity distributes dividends to the
recipient of interest and the dividends fully or

partly cover the profits."
(32) Of section 59:

(@) The following Sub-section (la) shall be inseredter
Sub-section (1):

“(1a) An amount that is up to five percent of a
due and recoverable loan held in the risk bearmgl foy
a person carrying on banking business Subject ¢o th
standards prescribed by the Nepalara Bank shall be
deducted as an expense. Where the risk bearingisund
so maintained, and the expenses debited to thégasf
a bad debt, the same shall not be written off; whdre
the amount in that fund is capitalized or profits o

dividends are distributed, the same shall be ireduh
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the income of the year in which such distributien i

made."

(b) The following proviso shall be inserted in Ssdction
(2):

"Provided that, if the amount as referred to in Sub
section (1a) is deducted as expenditures, suchdbatt

not be deductible.”

(33) Of Section 61.:

(@) The following Sub-clause (2) shall be Subsegitutfor
Sub-clause (2) of Clause (b) of Sub-section (2):

"(2) The premiums as referred to in Sub-clause (1)

of Clause (a) returned to the insured".

(b) The words "shall not be considered as expenskeall be
Substituted for the words "shall be included in the

expenses" contained in Sub-section (3).
(34) Of Section 63:
(@) The following proviso shall be inserted in Sdxction (1):

"Provided that, the Citizen Investment Fund esséigd
under the Citizen Investment Fund Act, if it intenid maintain
a retirement fund, and the Employee Provident Festdblished
under the Employee Provident Fund Act, 2019 , dperates a
retirement fund, shall not be required to obtaimnpesion for

such fund."
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(b) The phrase " may make a claim for deductionaftulating his

income" shall be Substituted for the phrase "majena claim

to deduct fromthe income" contained in Sub-sec&)n

The words "mentioned in Sub-section (1) oftleec2 of Schedule-1"

shall be Substituted for the words "applicableampanies” contained

in Sub-section (3) of Section 64.

The words "or the retirement payments mad&dyernment of Nepal'
shall be inserted after the words "from the int€re®ntained in the

second line of Sub-section (1) of Section 65.
Section 66 shall be repealed.

The word "employment” shall be Substituted fioe words "such
acts" contained in the first line of Sub-claused2Clause (i) of Sub-

section (6) of Section 67.

The following Clause (b) shall be Substitutied Clause (b) of the

explanation contained in Section 71.:

"(b) "Average rate of tax of Nepal' means the rtaiebe set by
multiplying with one hundred the amount to be setdividing
the amount of tax payable by a person as refeoad Clause
(@) of Section 3 in any income year by the taxaibdeme of that
person in that year prior to the adjustment of &rgign taxin

that year."

The words "Big Taxpayer Office or" shall be@rted before the words

"Inland Revenue Office" contained in Sub-sectioyofZSection 72.

The following Sub-section (1) shall be Suhgtd for Sub-section (1)
of Section 74:
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"(1) The taxpayer shall perform the duties as nogred in this
Act.”

The following Sub-sections (4) and (5) shal inserted after Sub-
section (3) of Section78:

“(4) Notwithstanding anything contained in Sub-s&ct(1), any
person specified pursuant to Sub-section (3) slétain the

permanent accounts number prior to doing trans@astio

(5) Notwithstanding anything contained in Sub-satt{l), (2),
(3) or 4, no one shall be released from the lighdif tax by the reason

that he has not obtained the permanent accountbernim

The words “at least” contained in Sub-sec{®of Section 81 shall be
deleted.

Of Section 88:

“(@ The word "and" shall be Substituted for therg "in making
payment and if that person is an approved retir¢fosrd, any"
contained in Sub-section (1), and the followingyso shall be

Substituted for the proviso to that Sub-section:

"Provided that, tax shall be withheld, In the cas¢he
retirement payment made by the Government of Neplay the
approved retirement fund, at the Rate of six pardeim the
benefits calculated pursuant to Clause (b) of Sediisn (1) of
Section 65, and in the case of the commission Ipyid resident

employer company to a non-resident person, atdateof Ten

percent,

(b) The following Sub-section (2) shall be Subdatl for Sub-
section (2):

372



www.lawcommission.gov.np

"(2) A resident person shall, in making the follogi
payments having source in Nepal, withhold tax &t ftllowing

rate:

@) In making payment of dividends, Five percent of

the amount paid,

(b) In making payment of investment insurance

benefits, Five percent of the amount of benefits,

(©) In making payment of benefits from an
unapproved retirement fund, Ten percent of the

amount of benefits".

(c) The following Sub-section (3) shall be Subggad for Sub-

section (3):

"(3) Notwithstanding anything contained in Sub-smtt
(1), in making payment of interest or of an amoiarthe form of
interest as follows by a resident bank, finanagwmsltitution or
any other entity issuing bonds or a company reggastteinder
the laws in force to any individual for depositsonils,
debentures and governmental bonds, tax shall dr@idl from

the total amount of payment at the rate of Sixeetc
(@ Which has source in Nepal, and
(b) Which is not related with the operation of mess."

(d) The following Clauses (al) and (a2) shall beemed after

Clause (a) of Sub-section (4):

"(al) Service fee paid to a resident company,
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(@2) Payment for an article published in a newspape for

preparing question papers and examining answerdabok

(e) The following Clause (d) shall be inserted afftause (c) of
Sub-section (4):

"(d) The interregional interchange fee paid to akbasuing

credit card."
(45) The following Section 89A. shall be insertégaSection 89:

“89A. Tax withholding in making payment of value added ta invoice:

Notwithstanding anything contained in Sections 8d &8, in
making payment of a value added tax invoice, taallsbe

withheld at the rate of One and half percent.”

(46) Of Section 90:

(@ The following Sub-section (1) shall be subgé&th for Sub-

section (1):

"(1) Each person who is obliged to withhold tax has
Submit to the Department a statement in such modeamat
as specified by the Department within Fifteen daj®er the

expiration of each month."

(b) The phrase "in the following conditions, thegmn Subject to
tax withholding" shall be Substituted for the phed$n cases
where the person withholding tax does not withhmigay tax
as follows, both the person Subject to tax withingd

contained in Sub-section (5).
(47) Of Sub-section (1) of Section 92:

(@) The following Clause (e) shall be SubstitutadClause (e):
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"(e) Interest as follows paid by a bank, finangiakitution or
any other entity issuing bonds or a company erliste
pursuant to the laws in force, as mentioned in Sub-

section (3) of Section 88:

(1) Which has source in Nepal and which is not
related with the operation of business and paid to

an individual,

(2)  Which is paid to an institution entitled to tax

exemption pursuant to Clause (d) of Section 2.”

(b) The following Clauses (g) and (h) shall be ims@ after Clause
(f):

"(g) Retirement payments made by the GovernmerNegpfal

or an approved retirement fund, and

(h) Payment for meeting allowance and part-timehésy."

(48) Of Section 94

(@) The following Sub-section (1) shall be Subgétl for Sub-

section (1):

"(1) A person who has or will have assessable irconany
income year from any business or investment hasyo

taxin three installments as follows:

Date on which payment has to Amount to be paid
be made

By the end ofPoush (mid Amount of due and payable
January) tax out of 40% of the
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estimated tax

By the end ofChaitra (mid Amount of due and payable

April)

tax out of 70% of the

estimated tax

By the end oAshad (mid July) Amount of due and payable

tax out of 100% of the

estimated tax

Explanation: For the purposes of this Sub-section,-

(@)

(b)

"Estimated tax' means the estimated taxin
installment computed by any person liable
to pay taxin installment pursuant to Section
95 at the time when the installment taxis to

be paid in any year.

"Due and payable tax' means the amount
that remains shortfall after Subtracting the
following total sum from the amount to be
set by the percentage prescribed for
payment of estimated tax in installments

under this Sub-section:

(1) The amount of tax paid in that
income year by a prior installment
pursuant to this Section before the
date on which the installment in

guestion is to be paid,

(2) The amount of taxdeducted fromthe

payments to be included in
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computing the income of any person
in any income year pursuant to
Chapter-17 before the date on which
the installment in question is to be

paid in that year,

(3) In cases where the agent withholding
tax or the person Subject to tax
withholding pays to the Department
the amount of tax deemed to be
withheld from the payment referred
to in Clause (2) pursuant to Sub-
section (3) of Section 90 in that year
before the date on which the
installment is to be paid, such

amount of tax, and

(4) The amount of tax adjustment for
medical treatment expenses which
that person may claim pursuant to
Section 51 in respect of the accepted
medical treatment expenses incurred
by that person before the date on

which the installment is to be paid."

(b)  The words "total of all installments" shall Babstituted for the

words “of installments™ contained in Sub-section"(2
(49) Of Section 95:

(@ The words "by the Department” shall be insertdtér the

words "may be prescribed" contained in Sub-sedtipn
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(b)  The words "or where it is so specified pursuansub-section
(6) that any person is not required to Submit amase to pay

installment of tax' contained in Sub-section (7akbe deleted.

Of Sub-section (2) of Section 96:
(@) Sub-clauses (4) and (5) of Clause (a) shaddieted.

(b)  Sub-clause (1) of Clause (c) shall be deleted.
Of Section 97:

(@) The words "except where the Department issuestan order
or issues order by publishing a public notice" bHz
Substituted for the words "except where the Depamtnssues

a written order" contained at the beginning.

(b) The word "or* contained at the end of Clausg gball be
deleted.

(c) A comma sign “,” shall be Substituted for thdl §top sign “.”

contained at the end of Clause (c) and shall beried "or".
(d) The following Clause (d) shall be inserted a@ause (c):

"(d) If the motor vehicle owner making payment aixt
pursuant to Sub-section (11) of Section 1 of Scledus

an individual, such individual."

The word "Fifteen" shall be Substituted forethvord "Seven"

contained in the fourth line of Sub-section (6ettion 101.

The word "Department" shall be Substituted fbe words "Tax

Department" contained in Section 106.
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The following Sub-section (3) shall be Suhgtd for Sub-section (3)
of Section 113:

“(3) If any person makes an application to the D&pent, as
prescribed, for the refund of the amount pursuandub-section (1),
such refund shall be made within sixty days aftex tlate on which

such application is made."

The words "assessment of expenses incurreahimuction sale as
referred to in Sub-section (5) of Section 105" Elb@linserted after the
words "assessment of tax' contained in Clausef@®yb-section (1) of
Section 114.

Of Section 115:
(@) Sub-section (6) shall be deleted.

(b) The word "Sixty" shall be Substituted for therd "Ninety"

contained in Sub-section (8).
Of Section 117:
(@) Clause (a) of Sub-section (1) shall be deleted

(b) The words "0.1 percent" shall be Substitutedti@ words "one
and half percent" contained in Sub-section (2), #redwords
"per year" shall be Substituted for the words "masnth”

contained in that Sub-section.
The following Section 118 shall be Substituter Section 118:

"118. Interest to be charged where the person makm payment in

installments makes lesser payment of estimated taxl) In

cases where, in the case of the amount of instatilbeebe paid
by any person under Section 94 in any income ykaramount
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mentioned in Clause (b) is more than the amountiioead in

Clause (@), interest shall be charged on such sxaespount

pursuant to Sub-section (2):

(k)

()

Amount of each installment paid by that person in

any income yeatr,

Eighty percent of the estimated or revised
estimated amount of total amount payable by
installments for each installment period in that
income year if such estimate or revised estimate is
correct and, if such estimated or revised estimated
amount is not correct, that of such amount, of the
total amount of tax to be paid by any person
referred to in Clauses (a) and (b) of Section 3sas
to be paid in installment for each installment peéri

in any income year.

(2) Aninterest to be set by the normal rate tfriest, for

each month and portion of the month, from the date dor

payment of the installment in that year to theofelhg period

shall be imposed on the person referred to in Sadbien (1):

(@)

(b)

In the case of a person in respect of whonstax
be assessed under Sub-section (1) of Section 99,

until the date for Submission of the income return,

In the case of a person in respect of whom the
Department has made revised tax assessment for
the first time under Section 101 because of failure
to make tax assessment under Sub-section (1) of

Section 99, until the date on which a notice oftha
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revised tax assessment is delivered pursuant to
Section 102.

Explanation: For the purposes of this Section,

"amount payable by installment” means the

amount of installments calculated pursuant to Sub-
section (1) of Section 94 in the case of a taxpaye

who fails to Submit a revised estimate once an
estimate has been Submitted and in respect of
whom the Department has made estimate pursuant
to Sub-section (7) of Section 95 because of his
faillure to Submit an estimate and calculated

pursuant to Sub-section (5) of Section 95 in the
case of a taxpayer Submits a revised estimate and
in respect of whom the Department has made
estimate pursuant to Sub-section (7) of Section 95
because of being unsatisfied with the Submitted

estimate or revised estimated."

The following Section 119A. shall be Substtfor Section 119A.:

“119A. Fees to be chargedxcept as otherwise provided in this Act, a

person who fails to observe any provision of thist Ar the Rules
framed hereunder shall be liable to pay fees edpmiao the fine

specified pursuant to Section 118.”
The following Section 136A. shall be insertdter Section 136:

“136A. Fine, fees not to be chargedNotwithstanding anything

contained elsewhere in this Act, where any intdgiien or decision
done or made under this Act or the Regulation fdarhereunder

results in a change to tax burden but not to tkegeovery amount,
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the fine, fees chargeable prior to doing or malengh interpretation or

decision shall not be charged.”

(61) The following Clause (g) shall be Substitufed Clause (g) of Sub-
section (2) of Section 143:

"(g) Amendment to Section 15 of the Industrial Eptses Act, 2049
(1992):

(1) Clauses (a), (c), (d), (e), (), (0, (p), (¢).and (s) of Section
15 of the Industrial Enterprises Act, 2049 (199Rals be
deleted.

(2) The words "respectively Thirty, Twenty-Five amdienty
percent on the income tax until Ten years of thee dd
operation and" contained in Clause (f) shall bestbel."
Schedule-1

(62) Amendmentto Schedule-1:
(1) Of Section 1:

(@ The words "One Hundred Thousand Rupees", "One
Hundred Twenty Five Thousand Rupees”, "One
Hundred Seventy Five Thousand Rupees”, and " Two
Hundred Thousand Rupees”, respectively shall be
Substituted for the words "Fifty Five Thousand Regpg
"Seventy Five Thousand Rupees”, "One Hundred Thirty
Thousand Rupees" and "One Hundred Fifty Thousand
Rupees" contained in various places of Sub-seciibns
2), (3) and (4).

(b) The proviso to Clause (b) of Sub-section (4alshe
deleted.
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(c) The following Sub-section (5) shall be Subgs&ul for
Sub-section (5):

"(5) For the individuals working in the remote
areas specified by the Government of Nepal, a namim
sum of Thirty Thousand Rupees shall, for the remote
allowance, be deducted from the taxable income, as
prescribed, and the tax shall then be calculatedhen

remaining amount only, in accordance with this Bect

(d) The following Sub-section (6) shall be Subd#d for
Sub-section (6):

"(6) For the employee working in the abroad
based diplomatic missions of the State of NepaleSgy
Five percent amount of their abroad allowance siall
deducted from the taxable income, and the tax sheui
be calculated on the remaining amount only, in

accordance with this Section."

(e) The following Sub-sections (10), (11), (1224} and (13)

shall be inserted after Sub-section (9a):

“(10) Notwithstanding anything contained
elsewhere in this Section, where any resident idda
has procured an insurance business, the amoumt$eto
by Seven percent of the sum of investment insuramce
Ten Thousand Rupees, whichever is lesser, out ef th
premium paid for the same, shall be deducted frioen t
taxable income, and the taxshall then be calcdlatethe

remaining amount only, in accordance with this Bect
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(11) Notwithstanding anything contained
elsewhere in this Section, the owners of vehicleshive
shall pay annual tax at the following rates. If tvener of

vehicle is an individual, the tax so paid shalffibbal and

binding.
Category of vehicles Annual ta
payable per
wvehicle

(@) Mini-bus, mini-truck, truck and bus| Rs. 1,500

(b) Car, jeep, van and microbus Rs.1,200/-

(c) Three wheeler, auto-rickshaw, tempo Rs. 850/-

(d) Tractor and power tiller Rs. 750/-

(12) Notwithstanding anything contained elsewhere i
this Section, if an individual is fully engagedtime operation
of a special industry mentioned in Section 11 d$ tAct
throughout any year, in calculating tax pursuant thes
Section, tax shall be charged by Twenty percetthetaxable

income, instead of Twenty Five percent thereof.

(12a) Tax shall be charged by twenty percent of the
taxable income earned by any individual from expamtany

income year."

(13) Notwithstanding anything contained elsewhare i
this Section, an additional tax to be set by 1f&@at of the
taxable income that is beyond the taxable incometioeed in
Clause (c) of Sub-section (1) or Clause (c) of Sabtion (2)
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shall be levied on an individual or spouse refertedin
Section 50.”

Of Section 2:

@)

(b)

(©)

The following Clause (b) shall be SubstitufedClause (b) of
Sub-section (3):

"(b) In cases where the entity,

(1) Builds and operates any road, bridge, tunnel,

ropeway or sky-bridge, or
(2) Operates any trolley bus or tram, or"

The following Sub-section (3a) shall be inserteterafSub-

section (3):

"(3a) Tax shall be levied by twenty percent on the
taxable income earned by any entity, through itsirse in

Nepal, from exports in any income year."

The following Sub-section (5) shall be Subgadl for Sub-

section (5):

"(5) Tax shall be levied, pursuant to Sub-secti@)snd
(4) of Section 1 of this Schedule, on the taxatd®me of a trust
acquiring or looking after the property belonging any
deceased resident person or of a disabled resimidual in
any income year as if the one who acquires or ladtex or that

trust money or trust resident were an individual.”

(d) Amendment to Sub-section (7):
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“(7) Ta shall be levied by five percent on theatale
income of any non-resident person in relation te icome

referred to in Section 70 in any income year.

Provided that, in the case of a non-resident person
providing telecommunication, air transport or watemsport
service, which does not so depart fromthe Statdepfal that it
has destination in a foreign country, tax shalldged by two

percent.

The following Sub-section (8) shall be inseradigtr Sub-section

(7):

"(8) Notwithstanding anything contained elsewhare i
this Section, there shall be levied an additioaalto be set by
1.5 percent of the taxable income to be set for amyty other

than that mentioned in Sub-sections (6) and (Bezfion 2."

386



www.lawcommission.gov.np

Financial Act, 2063 (2006)

Date of Authentication and the Publication

20637.20(6 Nov. 2006)
Act Number 12 of the year 2063 (2006)

An Act Made to Implement Proposals Relating to Finace of the Government

of Nepal

Preamble: Whereas, it is expedient to levy some charges stadaties,
cesses and fees, continue or alter the existing @mel also to amend the
laws in force relating to revenue administrationorder to implement the

proposals relating to finance of the Governmerii@bal;

Now, therefore, be it enacted by the House of Regmitatives in the
First Year of the issuance of the Proclamation b&f tHouse of

Representatives, 2063 (2006).

1. Short title and commencement(1) This Act may be called as the
“Financial Act, 2063 (2006)."

(2) Sections 1, 2, 3, 4, 5, 9 and 18 of this Acalshe deemed to
have come into force on 28&had 2063 (12 july 2006) and the
other Sections on 3hrwan 2063(17 july 2006).

30. Amendment to the Income Tax Act, 2058 (2002pf the Income Tax
Act, 2058(2002):-

(1)  Of Section 2:
(@) The following clause (pl) shall be inserteceaftlause

(p):
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(p1) “turn-over® means a turn-over equivalent te th
total amount to be included under Section 7, 8 or 9
for purposes of computing the income of a

business or investment in any income year."
Of clause (r):

(1) The following Sub-clause (2a) shall be inserted

after Sub-clause (2):

(2a) A benefit of any beneficiary held in the

retirement fund,”

(2) The words "land and" shall be inserted befoee t

words "private building" contained in Sub-clause

3).

The following clause (s) shall be Substituted dlause

(s):

“(s) "organization entitled to enjoy exemption" msa

the following entity:

(1) Any of the following entities registered in the

Department as an entity enjoying tax exemption:

(@ A social, religious, educational or
benevolent organization of public nature

established with non-profit motive,

(b) An amateur sports organization so formed
with a view to promoting social or sports
related facilities that the organization or its

member does not derive profits,
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2 A political party registered in the Election

Commission,

(3) Vilage Development Committee, Municipality or

District Development Committee,
(4)  Nepal Rastra Bank,
(5) Government of Nepal,

Provided that, in cases where any person has
derived any benefit fromthe property of that ongation
and the monies obtained from that organization gxre
making payment for the property or the service pred
by any person to that organization or in dischaygin
functions in consonance with the objective of the
organization entitled to exemption, tax exemptitalsnot

be granted to such organization."

The figures "(2), (2), (3) and (4)" shall bebSatuted for the
figures "(1), (2) and (3)" contained in Sub-clau®g of clause

().

The following Sub-clauses (1) and (2) shallSestituted for

Sub-clauses (1) and (2) of clause (ad):

“(1) Payment for having acquired the right to estravater,
minerals or other living and non-living resourcesn the

earth, or

(2) Amounts calculated based on the quantity oueaf
living or non-living resources of the natural resms

and minerals extracted fully or partly fromthetbar
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® The following clause (af) shall be Substitufedclause (af):

"(af)

"Rent" means all payments including a premmeceived

for the house rent as well as for the lease ohgibtde

property.

Provided that this term does not include any paymen

made for natural resources".

() The following clause (ab) shall be substitutedclause (ab):

"(ab) "Investment” means the act of holding onenmre

properties or investing such properties, exceph \lite

followings:

(1) Holding any property used by the owner themeof

personal use, or
(2) Employment or occupation.

Provided that holding non-business taxable property

shallbe deemed as investment."

(h) Ofclause (ae):

@)

(b)

(©)

The words " in respect of any income year" eored in
the first sentence of paragraph (b) of Sub-cladssHall
be deleted.

The word "or" shall be inserted at the end afggraph
(b) of Sub-clause (3).

The word "or" shall be inserted at the end aifgp(a) of

Sub-clause (4).
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(d)  The following Sub-clause (4a) shall be inserdédr Sub-

clause (4):
"(4a) Government of Nepal,"

() The word "or" shall be Substituted for the wdahd"

contained in the second sentence of Sub-clause (6).

() The words "exemption, premium under loan liggil shall be
substituted for the word "premium" contained in thest

sentence of paragraph (2) of Sub-clause (ai).
()] The words "sold or" contained in clause (ajaltbe deleted.

(k)  The figure "(5)" shall be substituted for thgure "(4)"

contained in the second sentence of clause (ao).
()] The following clause (atl) shall be insertetkatlause (aad):

“(atl) "adjusted taxable income" means taxable nmco
calculated without deducting any amounts as redetee in

Section 12 and without deducting any amount undgp-S
section (2) of Section 14, Section 17 or 18, whadculating the

taxable income of any person in any income year."

(m) The words "related with the work" containedciause (aab)
shall be deleted, and the words "as referred tolanse (y)"
shall be inserted the words "any entity" containedthat

clause.
(2) Ofsection 4:
(@) The following Sub-section (I) shall be Subggt for Sub-

section (1):
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"(1) The amount of tax required to be paid by amyspn
referred to in Section 3 for any income year sihalequal
to the total amount of tax required to be paid lbigls
person in capacity of any one or more than oneqwers

mentioned in clauses (a), (b) and (c) of the Sactio

(b)  The words "or both Sections"” shall be inseréér the figure

"71" as contained in Sub-section (2).

(c) The following clause (c) shall be Substituted ¢lause (c) of
Sub-section (3):

"(c) The employer has made a claim only for theiatipent of
tax on medical expenses paid by him and for Subormac
of retirement contribution paid by the employer $wth
and not claimed for Subtraction of expenses foradiom

as referred to in Section 12."
(d)  Of Sub-section (4):

(1) The following clause (al) shall be insertdtbraclause

"(@al) having not claimed for adjustment of tax for
medical expenses under Section 51 and for

advance taxdeduction under Section 93,"
(2)  The following clause (b) shall be substituted flause (b):

"(b) The income earned from the business and the
turnover of the business do not exceed one
hundred fifty thousand rupees and one million five

hundred thousand rupees, respectively."
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The figures "87, 88 and 89" shall be substdute the figure

"88" contained in the fourth line of Sub-sectioh (6

The words "or both Sections" shall be inseiéidr the words

"Section 12 and 63" contained in Section 5.

The words "or both Sections" shall be inseaétér the words
"Section 11 or 64" contained in the proviso to skub) of

Section 6.

The words "shall be income" shall be Substiute the words
"shall be computed in the income" contained in Sebtion (1)

of Section 7.

The words "shall be" shall be substituted ftie twords
"computed as the income" contained in Sub-sectibnof

Section 9.
Of Section 11;

(@) The following Sub-section (2) shall be SubdétliSub-

section (2):

“2 No tax shall be levied on the income of a
cooperative organization and saving and credit

cooperative organization or institution based imaku

communities, which has been registered and operated

under the Cooperatives Act, 2048 (1991) and which
carries on agricultural and forest based industiesh as
professional forest related enterprises inclusive o
sericulture and silk production, horticulture ardité

processing, animal husbandry, dairy industry, pgult

farming, fishery, tea gardening and processingfeeof
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farming and processing, herbiculture and herb
processing, vegetable seeds farming, bee keepamgeyh
production, rubber farming, leasehold forestry, cagr
forestry etc., cold storage established for theagte of
vegetables, agro-seeds, pesticides, fertilizers and
agricultural inputs (except those operated with
mechanical power). No tax shall also be levied ba t
dividends distributed by such organization or

institution.”

Explanation: The term “rural communities” means any
area, other the municipal area and the VDC adjginin

such area.

The following Sub-sections (3a), 3(b) and bpll be

inserted after Sub-section (3):

"(3a) Hundred percent of the income taxchargeable
the income of an industry established in the
special economic zone shall be exempted until
five years from the date of establishment of that
industry, and fifty percent of the income tax
chargeable for the Subsequent income years

shall be exempted.

(3b) Hundred percent of the income taxchargeable o
the income of an industry established in remote
areas shall be exempted until ten years from the

date of operation of the industry.

(3c) Twenty-five percent of the income taxchardeab

on the income of an information technology
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industry established in the information
technology park as specified by the Government

of Nepal by a notification in the Nepal Gazette.”

(©) The following Sub-section (4) shall be Subggudl for
Sub-section (4):

"(4) In computing the income by the person as reter
to in clauses (a) and (b) of Sub-sections (1),a8j (3),
Sub-sections (3a), (3b) and (3c), Section 11A.,-Sub
section (12) of Section 1 of Schedule 1 and Sullises

(3) and (4) of Section 2 of Schedule 1 and a bodngl
petroleum works pursuant to the Nepal Petroleum Act
2040, such person or body shall compute the incmsmé

that only income were derived by other separatsqef

(d) The following Sub-section (5) shall be subgau for
Sub-section (5):

"(5) A person who is in a position to have more
than one exemption in respect of the same income
pursuant to the above mentioned Sub-sections shall

enjoy only one exemption chosen by him."
(80 The following Section 11A. Shall be inseradter Section 11:

"11A. Tax chargeable on the build and operate of

infrastructures:

If any agreement is concluded between the Goverhmen
of Nepal and any person for building and operating
infrastructures, the person building and operasuoigh

infrastructures shall be entitled to enjoy tax liaes
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provided by this Act pertaining to tax prevailinat the
time of conclusion of that agreement during thequkeof

such agreement.”

(99 The following Sub-section (2) shall be subgg&dl for Sub-

section (2) of Section 12:

"(2) Notwithstanding anything contained in Sub-satt(1),
the expenditure deductible in any income year umlukr
Sub-section shall not exceed one hundred thousand
rupees or five percent of the adjusted taxablenmcthat

person in that year, whichever is lesser."
(10) of Section 14:
(1) Of Sub-section (2):

(@) The phrase "the total interest amount which a
resident entity controlled by an organization
entitled to tax exemption can deduct under Sub-
section (1) in any income year shall not exceed the
total of the following amounts if the interest iaigh
to the controling person or associated person”
shall be Substituted for the phrase "the total
interest amount which a resident entity controlled
by an organization entitled to tax exemption can
deduct under that Sub-section in any income year
shall not exceed the total of the following

amounts" contained at the end.

(b) The words "income of adjusted taxable income"
shall be Substituted for the words "of taxable

income" contained in clause (b)".
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(2) The words “except the Government of Nepal” Ebal
inserted after the word “means” contained in exatam
of Sub-section (3).

Of Section 15:
"(@) The following proviso shall be inserted kpkanation (c):

"Provided that no amount in respect of repair and
maintenance and depreciation shall be includedhe t

overhead costs of a factory."
(b) The following proviso shall be inserted in expdtion (d):

"Provided that no amount in respect of repair and
maintenance and depreciation shall be includednha t

variable overhead costs of a factory."
(¢)  Sub-section (10) shall be deleted.
Of Section 16:
(@) Of Sub-section (2):

(1) The word "seven" shall be Substituted for the

word "Five" contained in the fourth line.

(2) The phrase "and where expenses are incurred in
excess thereof, such deduction can be made only
as per the order of such expenses incurred”

contained at the end shall be deleted.
(3  The following proviso shall be inserted at gred:

"Provided that this limitation shall not applyttoe
repair and maintenance costs incurred by a person
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providing air transport service in overhauling an
aircraft in accordance with the standards fixed by

the Civil Aviation Authority of Nepal".

(b) The following Sub-section (3) shall be Subdad for
Sub-section (3):

"(3) Any excess expense or part thereof which i no
deductible by virtue of the limit referred to intsu
section (2) may be added to the depreciation base
amount of the group of the concerned property at

the beginning of the forthcoming income year".
(13) Of Section 17:

(@ The following Sub-section (2) shall be Subgétu for
Sub-section (2):

"(2) Notwithstanding anything contained in Sub-
section (1), in computing the limit of expenses
deductible under that Sub-section in any income
year, it shall not exceed fifty percent of the
adjusted taxable income earned from all businesses

operated by that person®.

(b) The words "at the beginning of the coming inegrear”
shall be inserted after the word "capitalizationohtained

in the second line of Sub-section (3).
(14) Of Section 18:
(@ The following Sub-section (2) shall be Subgétl for

Sub-section (2):
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"(2) Notwithstanding anything contained in Sub-
section (1), in computing the limit of expenses
deductible under that Sub-section in any income
year, it shall not exceed fifty percent of the
adjusted taxable income earned from all businesses

operated by that person®.

The words "at the beginning of the coming inegrear"
shall be inserted after the word "capitalizatioohtained

in the second line of Sub-section (3).

(15) The words "shall" shall be Substituted for twerd "may"

contained in Sub-section (1) of Section 19.

(16) Of Section 20:

(@)

(b)

The following proviso shall be substituted fidre

proviso contained in clause (b) of Sub-section (1):

"Provided that in the case of the projects whicloime
building and operation of public infrastructuresdaare
transferred to the Government of Nepal and theeptsj
on construction of powerhouses and generation and
transmission of electricity, loss not deductedhe tast
seven income years and the loss of a body doing
petroleum works pursuant to the Nepal Petroleum Act

2040(--) not deducted in the last twelve incomergéa

The following Sub-section (8) shall be subgs&tl after
Sub-section (7):

“(8 Where any person has enjoyed a full or pataal

exemption in relation to the income derived froma
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business or investment in any income year, such
person shall not be entitled to carry forward the
loss made in such income year to the Subsequent

income years.”

(17) The word "private" shall be Substituted foe tivords "made

for* contained in the second line of paragraph s&al) of

explanation of Section 21.

(18) Of Section 24

@)

(b)

(©)

The words "in calculating the income earned &y
person" shall be Substituted for the words "in the
calculation of the income earned by the person”
contained in Sub-section (2); and the following Sub
clause (2) shall be Substituted for Sub-clause (2):

"(2) the value of such liability can be ascertained

actually, and"

The following Sub-section (3) shall be Subggual for
Sub-section (3):

"(3) Notwithstanding anything contained in Sub-
section (1), the Department may recognize the attog
specified by the Nepal Rastra Bank, Subject toNepal
Rastra Bank Act, 2058(2002) and the banking laws in

force, in respect of banking business."

The following Sub-section (4) shall be subgg&udl for
Sub-section (4):

"(4) In calculating a person's income earned from a

business or investment on the accrual basis, where
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the person includes any payment to which the
person is entitled or deducts any payment that the
person is obliged to make and a difference in the
payment received or made by the person occurs as
a result,inter alia, of a change in exchange rate,
the amount of difference shall be adjusted at the

time when payment is received or made."

The words "refund of amount” shall be Subse¢itli for the
words "reimbursement of amount” contained in theosd line

of clause (a) of Sub-section (1) of Section 25.

The words "money or" contained in the secamel of clause (a)
of Sub-section (1) of Section 27 and the words "eyoand"

contained in the same clause shall be deleted.
The following Section 29 shall be SubstitutedSection 29:

"29. Indirect payments: In cases where any person derives
benefits indirectly from payments made by the payex
person associated with him or specifies anothexqreto
receive payment, the Department may, by issuingtee
in writing, treat the person himself deriving suwénefit
or specifying such other person as the recipient of

payment.”

The word "seller" contained in Sub-section ¢B8)Section 32

shall be deleted.

The following Sub-clause (2) shall be Subs¢itlufor Sub-clause

(2) of clause (a) of Sub-section (1) of Section 38:
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"(2) Any amount required to be included in the asgBent of
the income of that person as a result of acquisbibthat

property."”

(24) The word "payment" shall be substituted fa words "amount
Subject to tax' contained in the proviso to clayseof Sub-

section (1) of Section 39.
(25) Of Section 41:

(@) The following Sub-clause (2) shall be subsgitutor Sub-

clause (2) of clause (a):

"(2) In re-disposing that property, the net outgmsn
made for that property until the disposal pursuant
to this Section shall be deemed to be equal to the

amount receivable."

(b)  The following Sub-clause (2) shall be subs#étufor Sub-

clause (2) of clause (b):

"(2) In re-disposing that liability, the net incorgis
made for that liabilty pursuant to Sub-clause (1)
until the disposal under this Section shall be

deemed to be equal to the outgoings".

(26) The word "taxable" shall be substituted fos thiords "Subject

to tax' contained in Sub-section (2) of Section 45.

(27) The following Sub-section (3) shall be insdridter Sub-section
(2) of Section 50:
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"(3) Notwithstanding anything contained in Sub-s@ts$ (1)
and (2), aresident widow or widower who has tontan

and subsist dependents shall be treated as spouse.”

(28) Of Section 54:
(@) Of Sub-section (1):

(1) The words "if distributed” shall be inserteddre

the words "final" contained in clause (a).

(2) The following clause (b) shall be Substituted f

clause (b):

"(b) No tax shall be imposed if other entities

make distribution."”

(b) The following Sub-section (3) shall be Subgaul for
Sub-section (3):

"(3) Notwithstanding anything contained in Sub-
section (1), no tax shall be charged if dividend
received upon deduction of tax under that Sub-

section is distributed".
(¢)  Sub-section (4) shall be deleted.

(29) The following Sub-section (1a) shall be insdrtafter Sub-

section (1) of Section 57:

"(1a) For the purposes of computing the change iftf f
percent or more than fifty percent ownership of any
entity as referred to in Sub-section (1),only tbkofving

ownership of that entity shall be included:
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The ownership held by a shareholder holding one
percent or more of the total ownership of that

entity, and

The ownership held by an associated person of
the shareholder who holds more than one percent
of the total ownership of that entity, out of the

shareholders who hold less than one percent of

the total ownership of that entity."

(30) The following Sub-section (1) shall be suhdad for Sub-

section (1) of Section 58:

"(1) An arrangement made by any entity by maintarall of

the following conditions shall be treated as an

arrangement made for reducing dividend tax

(@)

(b)

(©)

Where that entity has reserved, current or

expected profits,

Where any person who acquires an interestef th
entity and the recipient of the interest or his
associated person makes any payment to the
present or previous beneficiary of the entity @r hi
associated person irrespective of whether or not it
is related to the acquisition of interest and wieeth
or not payment is made at the time of acquisition

of interest,

Where the payment is fully or partly reflectied
the profits of that entity,
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Where that entity distributes dividends to the
recipient of interest and the dividends fully or

partly cover the profits."

(31) Of section 59:

@)

(b)

The following Sub-section (1a) shall be inséregter
Sub-section (1):

“(1la) An amount that is up to five percent of a dnel

recoverable loan held in the risk bearing fund by a
person carrying on banking business Subject to
the standards prescribed by the Nepal Rstara Bank
shall be deducted as an expense. Where the risk
bearing fund is so maintained, and the expenses
debited to the profits as a bad debt, the samé shal
not be written off, and where the amount in that
fund is capitalized or profits or dividends are
distributed, the same shall be included in the
income of the year in which such distribution is

made."

The following proviso shall be inserted in Ssdetion

"Provided that, if the amount as referred to in Sub

section (l1a) is deducted as expenditures, suchsba#

not be deductible.”

(32) Of Section 61.:

(@)

The following Sub-clause (2) shall be Subsegitutor

Sub-clause (2) of clause (b) of Sub-section (2):
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"(2) The premiums as referred to in Sub-clauseofl)

clause (a) returned to the insured".

(b) The words "shall not be considered as expenskall be
Substituted for the words "shall be included in the

expenses” contained in Sub-section (3).
(33) Of Section 63:
(@) The following proviso shall be inserted in Sdxtion (1):

"Provided that the Citizen Investment Fund estalelis under
the Citizen Investment Fund Act, if it intends taintain a
retirement fund, and the Employee Provident Fundlgished
under the Employee Provident Fund Act, 2019, dperates a
retirement fund, shall not be required to obtaimnpesion for

such fund."

(b) The phrase " may make a claim for deductionaftulating his
income" shall be Substituted for the phrase "majena claim

to deduct fromthe income" contained in Sub-secf&)n

(34) The words "mentioned in Sub-section (1) oftieec2 of Schedule-1"
shall be Substituted for the words "applicabledmpanies” contained

in Sub-section (3) of Section 64.

(35) The words "or the retirement payments mad&dyernment of Nepal"
shall be inserted after the words "from the int€re®ntained in the

second line of Sub-section (1) of Section 65.

(36) Section 66 shall be repealed.
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The word "employment" shall be Substituted fioe words "such
acts" contained in the first line of Sub-clausedqBklause (i) of Sub-

section (6) of Section 67.

The following clause (b) shall be Substitutied clause (b) of the

explanation contained in Section 71.:

"(b) "Average rate of tax of Nepal' means the rtdebe set by
multiplying with one hundred the amount to be setdividing
the amount of tax payable by a person as refeaé@tdlause (a)
of Section 3 in any income year by the taxable memf that
person in that year prior to the adjustment of &rgign taxin

that year."

The words "Big Taxpayer Office or* shall beérted before the words

“Inland Revenue Office” contained in Sub-sectioyofZSection 72.

The following Sub-section (1) shall be Suhgtd for Sub-section (1)
of Section 74:

"(1) The taxpayer shall performthe duties as moaed in this Act."
Of Section 78:
(@)  The following Sub-section (1) shall be substitutedSub-section (1):

“78. Permanent accounts number(1l) The Department shall
iIssue an identity number called as permanent adsawnmber
to any person for purposes of identifying that persSubject
to this Act.

Provided that, a body having obtained approval frioen
Department may give such permanent accounts nuitoier

fulfiing the procedures referred to in this Actaxpayer
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receiving permanent accounts number shall not masuch
manner, the transaction of export and import ught® period

specified by the Department.

(b) The following Sub-sections (4) and (5) shall besiied after
Sub-section (3):

“(4) Notwithstanding anything contained in Sub-
section (1), any person specified pursuant to Sub-
section (3) shall obtain the permanent accounts

number prior to doing transactions.

(5) Notwithstanding anything contained in Sub-
section (1), (2), (3) or 4, no one shall be relglase
from the liability of tax by the reason that he has

not obtained the permanent accounts number.

(42) The words “at least” contained in Sub-sec{®rof Section 81 shall be

deleted.
(43) Of Section 88:

“(@) The word "and" shall be Substituted for there "in making
payment and if that person is an approved retir¢fogrd, any”
contained in Sub-section (1), and the followingyiso shall be

Substituted for the proviso to that Sub-section:

"Provided that tax shall be withheld at the follogirate

from the following payment:

@ In the case of the retirement payment madéby t
Government of Nepal or by the approved

retirement fund, at the Rate of sixpercent froe th
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benefits calculated pursuant to clause (b) of Sub-

section (1) of Section 65,

(2) In the case of the commission paid by a rediden
employer company to a non-resident person, at the

rate of five percent,

(3) In the case of payment of amount for aircredisle,

at the rate of ten percent."

(b) The following Sub-section (2) shall be Subd#tl for Sub-

section (2):

"(2) A resident person shal, in making the follogi
payments having source in Nepal, withhold tax a th

following rate:

(@ In making payment of dividends, five percent of

the amount paid,

(b) In making payment of investment insurance

benefits, five percent of the amount of benefits,

(© In making payment of benefits from an
unapproved retirement fund, ten percent of the

amount of benefits".

(c) The following Sub-section (3) shall be Subd#tl for Sub-

section (3):

"(3) Notwithstanding anything contained in Sub-
section (1), in making payment of interest or of an
amount in the form of interest as follows by a desit

bank, financial institution or any other entity usrsg
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bonds or a company registered under the laws in
force to any individual for deposits, bonds,
debentures and governmental bonds, tax shall be
withheld from the total amount of payment at thie ra

of sixpercent:
(@  Which has source in Nepal, and

(b)  Which is not related with the operation of

business."

(d) The following clauses (al) and (a2) shall lseited after clause
(@) of Sub-section (4):

"(@al) Service fee paid to a resident company,

(@2) Payment for an article published in a newspape for

preparing question papers and examining answerdbok

(e) The following clause (d) shall be inserted iaflause (c) of Sub-

section (4):

"(d) The interregional interchange fee paid to alkbssuing

credit card."
(44) The following Section 89A. shall be insertégaSection 89:

“89A. Tax withholding in making payment of value added ta inwoice:
Notwithstanding anything contained in Sections 8@ &8, in making
payment of a value added tax invoice, tax shaimvtieheld at the rate

of one and half percent.”

(45) Of Section 90:
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(@ The following Sub-section (1) shall be Subgétu for Sub-

section (1):

"(1) Each person who is obliged to withhold tax b@a$Submit
to the Department a statement in such mode ancatorm
as specified by the Department within fifteen dayter

the expiration of each month."

(b) The phrase "in the following conditions, thegmn Subject to
tax withholding" shall be Substituted for the pled$n cases
where the person withholding tax does not withhmigay tax
as follows, both the person Subject to tax withingd

contained in Sub-section (5).
(46) Of Sub-section (1) of Section 92:
(@) The following clause (e) shall be Substituf@dclause (e):

"(e) Interest as follows paid by a bank, finangiakitution or
any other entity issuing bonds or a company erliste
pursuant to the laws in force, as mentioned in Sub-

section (3) of Section 88:

(1) Which has source in Nepal and which is not
related with the operation of business and paid to

an individual,

(2) Which is paid to an institution entitled to tax

exemption pursuant to clause (d) of Section 2.”

(b) The following clauses (g) and (h) shall be mse after clause

(f):
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"(g) Retirement payments made by the GovernmerNegfal

or an approved retirement

fund, and

(h)  Payment for meeting allowance and part-timeheésy."

(47) Of Section 94:

(@) The following Sub-section (1)

section (1):

"(1) A person who has or will

shall be Subgé&tl for Sub-

have assessable irconany

income year from any business or investment hasajo

taxin three installments as follows:

Date on which payment has to be made

Amount to be paid

By the end of Poush (mid January)

7S

Amount of due aagable ta
out of 40% of the estimated tax

By the end of Chaitra (mid April)

7%

Amount of due armphyable taj

out of 70% of the estimated tax

By the end of Ashad (mid July)

Amount of due andyadde tax
out of 100% of the estimated tax

Explanation: For the purposes of this Sub-section,-

(@) "Estimated tax' means

computed by any perso

the estimated tax inaifmént

n liable to pay taxin insEait

pursuant to Section 95 at the time when the ima¢alt

taxis to be paid in any year.

(d) "Due and payable tax'

shortfall after Subtractin

means the amount that remains

g the following total sdram

the amount to be set by the percentage prescribed f
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payment of estimated tax in installments under gudg-

section:

D

)

3)

(4)

The amount of tax paid in that income year by a
prior installment pursuant to this Section before
the date on which the installment in question is to

be paid,

The amount of tax deducted from the payments to
be included in computing the income of any
person in any income year pursuant to Chapter-17
before the date on which the installment in

guestion is to be paid in that year,

In cases where the agent withholding tax or the
person Subject to tax withholding pays to the
Department the amount of tax deemed to be
withheld from the payment referred to in clause (2)
pursuant to Sub-section (3) of Section 90 in that
year before the date on which the installment is to

be paid, such amount of tax, and

The amount of tax adjustment for medical

treatment expenses which that person may claim
pursuant to Section 51 in respect of the accepted
medical treatment expenses incurred by that
person before the date on which the installment is

to be paid.”

The words "total of all installments" shall Babstituted

for the words “of installments" contained in Sulcien

2)."
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Of Section 95:

(@ The words "by the Department” shall be insertdtér the

words "may be prescribed" contained in Sub-sedtipn

(b) The words "or where it is so specified pursu@anBub-section
(6) that any person is not required to Submit amase to pay

installment of tax' contained in Sub-section (7akhe deleted.

Of Sub-section (2) of Section 96:
(@) Sub-clauses (4) and (5) of clause (a) shalddeted.

(b)  Sub-clause (1) of clause (c) shall be deleted.
Of Section 97:

(@) The words "except where the Department issuedten order
or issues order by publishing a public notice" bHz
Substituted for the words "except where the Depamtrissues

a written order" contained at the beginning.

(b) The word "or" contained at the end of clausg gball be

deleted.

(c) The words “natural person or” shall be Subsékl for the

words “natural person” contained at the end ofs&a(c).
(d)  The following clause (d) shall be inserted afiause (c):

"(d) If the motor vehicle owner making payment @ixt
pursuant to Sub-section (11) of Section 1 of Scheedus

an individual, such individual.”

The word "fifteen" shall be Substituted forethword "seven"

contained in the fourth line of Sub-section (6ettion 101.
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(52) The word "Department” shall be Substituted fbe words "Tax

Department" contained in Section 106.

(53) The following Section 110A. shall be insertdter Section 110:

“110A. Realization of tax by installment:

Where any person make a written request for paywimis tax
arrears by installment prior to institution of casersuant to
Section 111, the Tax Officer may give permissionpty the

same by installment within a reasonable period imE tas

specified by the Tax Officer.”

(54) The following Sub-section (3) shall be suhgtd for Sub-section (3)
of Section 113:

“(3) If any person makes an application to the Dapent, as
prescribed, for the refund of the amount pursuar8ub-
section (1), such refund shall be made within sddéys

after the date on which such application is made."

(55) The words "assessment of expenses incurreghiauction sale as
referred to in Sub-section (5) of Section 105" Elh@linserted after the

words "assessment of tax contained in clause (8ubfsection (1) of

Section 114.

(56) Of Section 115:

(@ The word “one-third” shall be Substituted foetwords “fifty

percent” contained in Sub-section (6).

(b) The word "sixty" shall be Substituted for the@r "ninety"

contained in Sub-section (8).

(57) Of Section 117:
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(@) Clause (a) of Sub-section (1) shall be deleted.

(b)  The words "0.1 percent" shall be SubstitutedHe words "one
and half percent" contained in Sub-section (2), Hrelwords
"per year" shall be Substituted for the words "paonth"

contained in that Sub-section.
(58) The following Section 118 shall be SubstitutedSection 118:

"118. Interest to be charged where the person makg payment in

installments makes lesser payment of estimated tax:

(1) In cases where, in the case of the amountsifiment
to be paid by any person under Section 94 in acgrme
year, the amount mentioned in clause (b) is maaia the
amount mentioned in clause (a), interest shallHzged

on such excess amount pursuant to Sub-section (2):

(m) Amount of each installment paid by that person in

any income year,

(n) Eighty percent of the estimated or revised estithate
amount of total amount payable by installments for
each installment period in that income year if such
estimate or revised estimate is correct and, ihsuc
estimated or revised estimated amount is not cprrec
that of such amount, of the total amount of tax¢o
paid by any person referred to in clauses (a) ahd (
of Section 3, as is to be paid in installment facle

installment period in any income year.

2 An interest to be set by the normal rate tdrest, for

each month and portion of the month, from the datd
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for payment of the installment in that year to the
following period shall be imposed on the persoened

to in Sub-section (1):

@) In the case of a person in respect of whonstax
be assessed under Sub-section (1) of Section 99,

until the date for Submission of the income return,

(b) In the case of a person in respect of whom the
Department has made revised tax assessment for
the first time under Section 101 because of failure
to make tax assessment under Sub-section (1) of
Section 99, until the date on which a notice ottha
revised tax assessment is delivered pursuant to
Section 102.

Explanation: For the purposes of this Section, "amount
payable by installment” means the amount of insialls
calculated pursuant to Sub-section (1) of Sectidnir®

the case of a taxpayer who fails to Submit a relise
estimate once an estimate has been Submitted and in
respect of whom the Department has made estimate
pursuant to Sub-section (7) of Section 95 becauddeso
failure to Submit an estimate and calculated pums @
Sub-section (5) of Section 95 in the case of page&r
Submits a revised estimate and in respect of whan t
Department has made estimate pursuant to Sub-sectio
(7) of Section 95 because of being unsatisfied i

Submitted estimate or revised estimated."

(59) The following Section 119A. shall be Substtfor Section 119A.:
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“119A. Fees to be chargedExcept as otherwise provided in this Act, a
person who fails to observe any provision of thist Ar the Rules
framed hereunder shall be liable to pay fees edpmiao the fine

specified pursuant to Section 128.”
(60) The following Section 136A. shall be insertdter Section 136:

“136A. Fine, fees not to be chargedNotwithstanding anything
contained elsewhere in this Act, where any intdgiien or decision
done or made under this Act or the Regulation fdarhereunder
results in a change to tax burden but not to tkegeovery amount,
the fine, fees chargeable prior to doing or makngh interpretation or

decision shall not be charged.”
(61) The following Section 141A. shall be insertsdter Section 141:

“141A. There shall be charged and collected taxtenincome of Hid
Majesty the King, Her Majesty the Queeen, the Cré\ince and royal

family members.”

(62) The following clause (g) shall be Substitufed clause (g) of Sub-
section (2) of Section 143:

"(9) Amendment to Section 15 of the Industrial Eptises Act,
2049 (1992):

(1) Clauses (a), (c), (d), (e), (), (0, (p), (¢).and (s) of Section
15 of the Industrial Enterprises Act, 2049 (1998alk be
deleted.

(2) The words "respectively thirty, twenty-five andenty
percent on the income tax until ten years of thte dd
operation and" contained in clause (f) shall bestbel.”
Schedule-1
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(63) Amendmentto Schedule-1:

(1) Of Section 1:

@)

(b)

(©)

(d)

The words "one hundred thousand rupees”, "one
hundred twenty five thousand rupees"”, "one hundred
seventy five thousand rupees”, and " two hundred
thousand rupees"”, respectively shall be Substitined
the words "fifty five thousand rupees”, "seventyefi
thousand rupees”, "one hundred thirty thousandespe
and "one hundred fifty thousand rupees" contaimed i

various places of Sub-sections (1), (2), (3) and (4

The proviso to clause (b) of Sub-section (4alshe
deleted.

The following Sub-section (5) shall be Subgau for
Sub-section (5):

"(5) For the individuals working in the remote agea
specified by the Government of Nepal, a maximum
sum of thirty thousand rupees shall, for the remote
allowance, be deducted fromthe taxable income, as
prescribed, and the tax shall then be calculated on
the remaining amount only, in accordance with this

Section".

The following Sub-section (6) shall be Subgg&udl for
Sub-section (6):

"(6) For the employee working in the abroad based
diplomatic missions of the State of Nepal, seventy

five percent amount of their abroad allowance shall
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be deducted from the taxable income, and the tax
shall then be calculated on the remaining amount

only, in accordance with this Section."

The following Sub-section (9a) shall be inséregter
Sub-section (9):

“(9a) Notwithstanding anything contained elsewhiere
this Section, where any resident individual is the
disabled, additional fifty percent of the amount
mentioned in clause (a) of Sub-section (1) for such
individual and in clause (a) of Sub-section (1)dpouse
shall be deducted from the taxable income, andtale
shall then be calculated on the remaining amouiyt, @n

accordance with this Section."

The following Sub-sections (10), (11), (12)3(&nd (14)

shall be inserted after Sub-section (9a):

"(10) Notwithstanding anything contained elsewhiare
this Section, where any resident individual has
procured an insurance business, the amount to be
set by seven percent of the sum of investment
insurance or ten thousand rupees, whichever is
lesser, out of the premium paid for the same, shall
be deducted from the taxable income, and the tax
shall then be calculated on the remaining amount

only, in accordance with this Section".

(11) Notwithstanding anything contained elsewhere in
this Section, the owners of vehicles on hire shall

pay annual tax at the following rates. If the owner
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of vehicle is an individual, the tax so paid slhall

final and binding.

Category of vehicles Annual tax payable per

vehicle

(&) Mini-bus, mini-truck, truck and bus Rs. 1,500/-

(b) Car, jeep, van and microbus Rs.1,200/-

(c) Three wheeler, auto-rickshaw, temp ¢ Rs. 850/-

(d) Tractor and power tiller Rs. 750/-

(12) Notwithstanding anything contained elsewhare i
this Section, if an individual is fully engagedtire
operation of a special industry mentioned in
Section 11 of this Act throughout any year, in
calculating tax pursuant to this Section, tax shall
be charged by twenty percent of the taxable

Income, instead of twenty five percent thereof.

(13) Tax shall be charged by twenty percent of the
taxable income earned by any individual from

exports in any income year."

(14) Notwithstanding anything contained elsewhare i
this Section, an additional tax to be set by 1.5
percent of the taxable income that is beyond the
taxable income mentioned in clause (c) of Sub-

section (1) or clause (c) of Sub-section (2) stheall

421




www.lawcommission.gov.np

levied on an individual or spouse referred to in
Section 50."

(2) Of Section 2:

(@) The words “cigaretteBidi, cigar, chewing tobaccd&haini,
liquors, beer” shall be inserted after the words &ny income

year” contained in Sub-section (2).

(b)  The following clause (b) shall be Substituted clause (b) of
Sub-section (3):

"(b) In cases where the entity,

(1) Builds and operates any road, bridge, tunnel,

ropeway or sky-bridge, or
(2) Operates any trolley bus or tram, or"

(c) The following Sub-section (3a) shall be insdrtafter Sub-

section (3):

"(3a) Tax shall be levied by twenty percent on thzable
income earned by any entity, through its sourddapal,

from exports in any income year."

(d) The following Sub-section (5) shall be Subd#tl for Sub-

section (5):

"(5) Tax shall be levied, pursuant to Sub-secti¢h)sand (4)
of Section 1 of this Schedule, on the taxable inre@ha
trust acquiring or looking after the property bejorg to
any deceased resident person or of a disablederssid

individual in any income year as if the one who @
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or looks after or that trust money or trust resideare an

individual."

Amendment to Sub-section (7):

‘@)

(f)

Ta shall be levied by five percent on the tagincome
of any non-resident person in relation to the ineom

referred to in Section 70 in any income year.

Provided that in the case of a non-resident person
providing telecommunication, air transport or water
transport service, which does not so depart froem th
State of Nepal that it has destination in a foreagantry,

taxshall be levied by two percent.

The following Sub-section (8) shall be inserggter Sub-

section (7):

"(8) Notwithstanding anything contained elsewhere i
this Section, there shall be levied an additionaltd be
set by 1.5 percent of the taxable income to bdéseiny
entity other than that mentioned in Sub-sectionsa(gl
(7) of Section 2."

The words “the Government of Nepal” shall be Sub$td for the

words “His Majesty’s Government” contained in vaisoplaces of the

Income Tax Act, Value-added Tax Act, Excise Dutyt And Motor
Vehicle TaxAct.

Section 32:
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Effect of inoperativeness of the Finance Ordina2662(2005):

With the Finance Ordinance, 2062 (2005) being imainee, unless a

different intention appears, the inoperativenesal siot:

(@) Revive anything not in force or exsting at tiiree at

which the Ordinance became inoperative;

(b) affect the matter in operation as per the Gadae or
anything duly done or any punishment suffered

thereunder;

(©) affect any right, privilege, obligation or ligity acquired,

accrued or incurred under the Ordinance;

(d) affect any penalty, punishment or forfeitureumed

under the Ordinance;

(e) affect any action or remedy made or takerespect of
any such right, privilege, obligation, liability epalty or
punishment as aforesaid; and any such legal pravged
or remedy may be instituted, continued or enforasdf

the Ordinance were in force.
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Financial Act, 2064 (2007)

Date of Authentication and the Publication

2064.3.28 (12 July, 2007)

An Act Made to Implement Proposals Relating to Finace of the

Government of Nepal

Preamble: Whereas, it is expedient to levy some charges stadaties,
cesses and fees, continue or alter the existing @mel also to amend the
laws in force relating to revenue administrationoirder to implement the

proposals relating to finance of the Governmerii@bal;

Now, therefore, be it enacted by Legislature-Padiat.

1. Short title and commencement(l) This Act may be called as the
“Financial Act, 2064 (2007)."

(2) Sections 1, 2, 3, 4, 5, 9 and 11 of this Adllsthe deemed to
have come into force on 28&had 2064 (11 July2007) and the other
Sections on Bhrawan 2064(17 July 2007).

37. Amendment to the Income Tax Act, 2058 (2002Df the Income
Tax Act, 2058(2002):-

(1) Of Section 2:

(@) The following Clause (pl) shall be inserteckeatflause

(p):

“(p1) “turn-over’ means a turn-over equivalent twet

total amount to be included under Section 7,8 or 9
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for purposes of computing the income of a

business or investment in any income year”.
Of Clause (n):

(1) The following Sub-clause (2a) shall be inserted

after Sub-clause (2):

“(2a) A benefit of any beneficiary held in the

retirement fund”,

(20 The words "land and" shall be inserted befoee t

words "private building" contained in Sub-clause

@3).

The following Clause (s) shall be substituted ftauSe
(s):

“(s) "organization entitled to enjoy exemption” mea

the following entity:

(1) Any of the following entities registered in
the Department as an entity enjoying tax

exemption:

(@) A social, religious, educational or
benevolent organization of public
nature established with non-profit

motive,

(b) An amateur sports organization so
formed with a view to promoting

social or sports related facilities that
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the organization or its member does

not derive profits,

A political party registered in the Election

Commission,

Millage Development Committee,
Municipality or District Development

Committee,

Provided that, in cases where any
person has derived any benefit from the
property of that organization and the
monies obtained from that organization
except in making payment for the property
or the service rendered by any person to
that organization or in discharging
functions in consonance with the objective
of the organization entitled to exemption, tax
exemption shall not be granted to such

organization."

The figures and letters "(1), (2), (3) and (4Hall be
substituted for the figures and letters "(1), (Bd&3)”

contained in Sub-clause (5) of Clause ().

following Sub-clauses (1) and (2) shall be

Substituted for Sub-clauses (1) and (2) of Claasig: (

Payment for having acquired the right to estra

water, minerals or other living and non-living

resources fromthe earth, or
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(2) Amounts calculated based on the quantity or
value of living or non-living resources of the
natural resources and minerals extracted fully or

partly fromthe earth”.

The following Clause (af) shall be Substituted @ause
(af):

"(af) "Rent" means all payments including a premium
received for the house rent as well as for thedeas

of a tangible property.

Provided that, this term does not include

any payment made for natural resources".

The following Clause (ab) shall be SubstitutedClause
(ab):

“(ab) "Investment” means the act of holding onenore
properties or investing such properties, except

with the followings:

(1) Holding any property used by the owner

thereof in personal use, or
(20 Employment or occupation.

Provided that, holding non-business
taxable property shall be deemed as

investment.”

Of Clause (ae):
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The words " in respect of any income year"
contained in the first sentence of paragraph (b) of
Sub-clause (1) shall be deleted.

The word "or" shall be inserted at the end of

paragraph (b) of Sub-clause (3).

The word "or" shall be inserted at the engarfa
(@) of Sub-clause (4).

The following Sub-clause (4a) shall be inserted

after Sub-clause (4):
"(4a) Government of Nepal,"

The word "or" shall be Substituted for the word
"and" contained in the second sentence of Sub-

clause (6).

The words "exemption, premium under loan ligygilshall

be Substituted for the word "premium" containedhe

first sentence of paragraph (2) of Sub-clause (ai).

The words "sold or" contained in Clause (ajaklbe

deleted.

The following Clause (anl) shall be insertedemft

Clause (an):

“(anl) "Electronic medium" means the computer, &x,

malil, internet, electronic cash machine, fiscal
printer and other approved medium as specified

the Department”.

429



www.lawcommission.gov.np

()] The figure "(5)" shall be Substituted for thigure "(4)"

contained in the second sentence of Clause (ao).

(m) The following Clause (atl) shall be insertettaClause

(at):

“(atl) "adjusted taxable income" means taxable meo
calculated without deducting any amounts as
referred to in Section 12 and without deducting
any amount under Sub-section (2) of Section 14,
Section 17 or 18, while calculating the taxable

income of any person in any income year.”

(n) The words "Ten" shall be substituted for therdgo

"Fifteen" contained in Clause (aw) of Section 2.

(0) The words "related with the work" containedGiause
(aab) shall be deleted, and the words "as refeweit
Clause (y)" shall be inserted the words "any ehtity

contained in that Clause.
(2) Ofsection4:

(@ The following Sub-section (I) shall be Subdau for Sub-

section (1):

“(1) The amount of tax required to be paid by arerspn
referred to in Section 3 for any income year shalequal
to the total amount of tax required to be paid lbigls
person in capacity of anyone or more than one perso

mentioned in Clauses (a), (b) and (c) of the Sactio

(b)  The words "or both Sections"” shall be inseréér the figure
"Section 51 or 71" as contained in Sub-section (2).
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The following Clause (c) shall be Substituted €lause (c) of
Sub-section (3):

“(c) The employer has made a claim only for theuathpent of
tax on medical expenses paid by him/her and for
Subtraction of retirement contribution paid by the
employer him/herself and not claimed for Subtractid

expenses for donation as referred to in Sectich 12.
Of Sub-section (4):

(1) The following Clause (al) shall be inserteceafflause

@):

“(al) Having not claimed for adjustment of tax for
medical expenses under Section 51 and for

advance taxdeduction under Section 93.”

(2) The following Clause (b) shall be substituted Clause
(b):

"(b) The income earned from the business and the
turnover of the business do not exceed One
Hundred Fifty Thousand Rupees and One Million

Five Hundred Thousand Rupees, respectively.”

The figures "Section 87, 88 and 89" shall bes3iuted for the

figure "Section 88" contained in the fourth line &db-section

(6).

The words "or both Sections" shall be inseradter the words

"Section 12 or 63" contained in Section 5.
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The words "or both Sections" shall be inserafter the words

"Section 11 or 64" contained in the proviso to Glaib) of Section 6.

The words "shall be income" shall be Substdufier the words "shall

be computed in the income" contained in Sub-sedfipof Section 7.

The words "shall be" shall be Substituted for Words "computed as

the income" contained in Sub-section (1) of Secfion

The following Clause (i) shall be inserted afteae (h) in Section 10:
(1) Any kind of income of Government of Nepal.

Of Section 11:

(@) The following Sub-section (2) shall be Subgétl Sub-section
(2):

“(2) No tax shall be levied on the income of a
cooperative organization and saving and credit eoaive
organization or institution based in rural commigsit which has
been registered and operated under the Cooperatieg2048
(1991) and which carries on agricultural and foréstsed
industries such as professional forest related rpnses
inclusive of sericulture and silk production, houtiiure and
fruits processing, animal husbandry, dairy indusirpultry
farming, fishery, tea gardening and processingfeeofarming
and processing, herbiculture and herb processiegetable
seeds farming, bee keeping, honey production, nufameing,
leasehold forestry, agro-forestry etc., cold steragtablished
for the storage of vegetables, agro-seeds, pessicigrtilizers

and agricultural inputs (except those operated wigthanical
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power). No tax shall also be levied on the dividendstributed

by such organization or institution.”

Explanation: The term “rural communities” means any area,

other the municipal area and the VDC adjoining sai&a.

The following Sub-sections (3a), (3b) and (3c) Ebalinserted

after Sub-section (3):

“(3a) Exemption or concessions regarding incomdda

industries established at specified economic zome tax on

dividend distributed by them shall be follows :-

(@)

(b)

(©)

In case the industry is established in a specia
economic zone situated ldtmali district or at any
hilly district notified by Government of Nepal, den
per cent for Ten years from the date of
commencement of the business of the industry

and Fifty percent for upcoming income years.

Incase of any industry established in any othe
special economic zone cent per cent for Five years
from the commencement of the business of the
industry and half of the income taxto be levied on

it for the income years thereatfter.

In the case of tax to be levied on dividend
distributed upto Five years from the date of
commencement of the business and after the
expiry of Five years at the rate of fifty perceot f

a maximum period of Three years.
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(d) In the case of income generated as service charge

or royalty for technology transfer or management
services provided by a foreign investor for the
industries established at any special economic

zone at the rate of Fifty percent.

(3b) Cent percent of the income tax chargeablehmn t
income of an industry established in remote arelasll e
exempted upto Ten years from the date of operabbthe

industry.

(3c) Twenty-Five percent of the income tax chardealn
the income of an information technology industryaédished in
the information technology park as specified by Goerernment

of Nepal by a notification in the Nepal Gazette.”

The following Sub-section (4) shall be Subgaal for Sub-

section (4):

“(4) In computing the income of a person as reféte
in Clauses (a) and (b) of Sub-sections (1), (), &), Clause (b)
of Sub-section (3), Sub-sections (3a), (3b) anjl @eb-section
(12) of Section 1 of Schedule 1 and Sub-sectiopef(S8ection 2
of Schedule 1, it shall compute as if the incomeevaerived by

a separate person.”

The following Sub-section (5) shall be Subgsdl for Sub-

section (5):

"(5) A person, who is in a position to have morarth
one exemption in respect of the same income putstoathe
above mentioned Sub-sections, shall enjoy only em®enption

chosen by him/her."
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(e) The following Sub-section (7) shall be inseradigr Sub-section
(6):

"(7) Notwithstanding anything contained in Sub-s&t$
(3a) and (3b), those industries avalling tax exampor tax
concession under the same Sub-sections (3a) ahdi{@bnot
avail the facility in case the assets it has aeguifor the
industry were already used by another person fon sndustry

or for any other business."
9 The following Section 11A. shall be insersdter Section 11.:

"11A. Tax chargeable on the build and operate of ifiastructures: If

any agreement is concluded between the Governnigv¢mal
and any person for building and operating infrastiees, the
person building and operating such infrastructusésll be
entitled to enjoy tax facilities provided by thic#pertaining to
tax prevailing at the time of conclusion of thgt@ement during

the period of such agreement."

(10) The following Sub-section (2) shall be Suhgtd for Sub-section (2)
of Section 12:

"(2) Notwithstanding anything contained in Sub-smt{l), the
expenditure deductible in any income year undeir Sud-section shall
not exceed One Hundred Thousand Rupees or Fiveempenf the

adjusted taxable income that person in that ydaichwever is lesser.”
(11) The following Section 12A. shall be inselregter Section 12:

"12A. Expenses on heritage preservation andxpensedor development

of sports: In case, any company incurs expenses on

preservation and development of ancient, religiousultural
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heritage located in Nepal; incurs expenses on coaisin of
public infrastructure required for the developmeritsports,
upon taking prior approval of the Department, fogurring the
expenses of any income year, such a company mayfolathe
deduction of One Millon Rupees or Ten percent bét

assessable income, whichever is lower."
(12) of Section 14:

(@) The words "created for an act to generate ircdnom the
occupation or investment" shall be inserted aterwords "of
such person” in Sub-section (1) and the providgorhe
Clause (b) shall be deleted.

(b)  Of Sub-section (2),-

(@) The phrase "the total interest amount whiclesident
entity controlled by an organization entitled tox ta
exemption can deduct under Sub-section (1) in any
income year shall not exceed the total of the Vailg
amounts if the interest is paid to the controlipayson or
associated person" shall be Substituted for thegehr
"the total interest amount which a resident entity
controlled by an organization entitled to tax exaomp
can deduct under that Sub-section in any income yea
shall not exceed the total of the following amounts

contained at the end.

(b) The words "income of adjusted taxable incomedlisbe
substituted for the words "of taxable income" camgd

in Clause (b)".

(13) Of Section 15:
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"(@) The following proviso shall be inserted in xpation (c):

"Provided that, no amount in respect of repair and
maintenance and depreciation shall be includederotverhead

costs of a factory."
(b)  The following proviso shall be inserted in expdtion (d):

"Provided that, no amount in respect of repair and
maintenance and depreciation shall be includetienviariable

overhead costs of a factory."
(14) Of Section 16:
@ The following Sub-section (2) shall be Subg&tufor Sub-section (2):

“(2) Notwithstanding anything contained in Sub-
section (1), in deducting the expenses allowabtenithat Sub-
section, it shall not exceed Seven percent of tberetiation
base amount of the group of property remaininghatend of

that income year.

Provided that, this limitation shall not apply toetrepair
and maintenance costs incurred by a person prayidin
transport service in overhauling an aircraft in@dance with
the standards fixed by the Civil Aviation Authoriby Nepal.”

(b) The following Sub-section (3) shall be Subd#tl for Sub-

section (3):

"(3) Any excess expense or part thereof which i$ no
deductible by virtue of the limit referred to in Isgection (2)
may be added to the depreciation base amount ofribwep of
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the concerned property at the beginning of thehfayming

income year".
(15) Of Section 17:
@ The following Sub-section (2) shall be Subg&tufor Sub-section (2):

"(2) Notwithstanding anything contained in Sub-g@ct
(1), in computing the limit of expenses deductibleder that
Sub-section in any income yeatr, it shall not exdeiftgl percent
of the adjusted taxable income earned from all hesses

operated by that person”.

(b) The words "at the beginning of the coming ineoyear" shall
be inserted after the word "capitalization" conéainin the

second line of Sub-section (3).
(16) Of Section 18:
(& The following Sub-section (2) shall be Subgatufor Sub-section (2):

"(2) Notwithstanding anything contained in Sub-
section (1), in computing the limit of expenses wetble under
that Sub-section in any income year, it shall nxeed Fifty
percent of the adjusted taxable income earned fialim

businesses operated by that person”.

(b) The words "at the beginning of the coming ineoyear" shall
be inserted after the word "any part" containethia second

line of Sub-section (3).

(17) The words "shall* shall be Substituted for th@d "may" contained

in Sub-section (1) of Section 19.

(18) Of Section 20:
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The following Clause (b) shall be Substitutedthe Clause (b)

contained in Sub-section (1):

"(b) Loss suffered by that person from any bussnasich

was not deducted in the last Seven income years.

Provided that, in the case of the projects which
involve building and operation of public infrasttuces
to be transferred to the Government of Nepal,
powerhouses construction, generation and transonissi
of electricity and petroleum works pursuant to Nepal
Petroleum Act, 2040 any loss not deducted in tis¢ la

Twelve income years."

The following Sub-section (2) shall be Subgaul for Sub-

section (2):

"(2) For the purposes of computing the income edine
any person from any investment in any income ysaiGh
person may deduct the loss suffered from any imaest which
was not deducted in that year and for an undeduloesl of
past Seven income years suffered by such persomsfuch or

any other investment.”

The following Sub-section (8) shall be subg&ul after Sub-

section (7):

“(8) Where any person has enjoyed a full or pattal
exemption in relation to the income derived frofwsiness or
investment in any income year, such person shabeaentitled
to carry forward the loss made in such income yeathe

Subsequent income years.”
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(19) The word "private expenses of the naturalpetshall be substituted
for the words "expenses made for" any natural pemtained in the

second line of paragraph Clause (1) of explanatid®ection 21.
(20) Of Section 24

(@) The words "in calculating the income earnedlperson” shall
be substituted for the words "in the calculatiortlof income
earned by the person” contained in Sub-sectiona} the

following Sub-clause (2) shall be substituted fabSlause (2):

"(2) The value of such liability can be ascertained

actually, and"

(b) The following Sub-section (3) shall be subgg&d for Sub-

section (3):

"(3) Notwithstanding anything contained in Sub-sm&tt
(1), the Department may recognize the accountireciipd by
the NepalRastra Bank, Subject to the NepRhstra Bank Act,
2058(2002) and the banking laws in force, in resédanking

business."
()  The following Sub-section (4) shall be substitutedSub-section (4):

"(4) In calculating a person’'s income earned from a
business or investment on the accrual basis, wiherg@erson
includes any payment to which the person is edtiblededucts
any payment that the person is obliged to makesadiference
in the payment received or made by the person scaara
result,inter alia, of a change in exchange rate, the amount of
difference shall be adjusted at the time when payme

received or made."
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(21) The words "refund of amount" shall be Subseitlifor the words
"reimbursement of amount" contained in the secams df Clause (a)

of Sub-section (1) of Section 25.

(22) The words "money or" contained in the secand of Clause (a) of
Sub-section (1) of Section 27 and the words "maarey’ contained in

the same Clause shall be deleted.
(23) The following Section 29 shall be substitutedSection 29:

“29. Indirect payments: In cases where any person derives benefits

indirectly from payments made by the payer or asper
associated with him or specifies another personreeive
payment, the Department may, by issuing a noticeriting,
treat the person himself deriving such benefitpeafying such

other person as the recipient of payment.”

(24) The word "seller" contained in Sub-sectiondBpection 32 shall be

deleted.

(25) The following Sub-clause (2) shall be subsétlfor Sub-clause (2) of

Clause (a) of Sub-section (1) of Section 38:

"(2) Any amount required to be included in the assment of the
income of that person as a result of acquisition thodt

property.”

(26) The word "payment" shall be substituted foe tiwords "amount
Subject to tax' contained in the proviso to Cla(@ef Sub-section (1)

of Section 39.

(27) Of Section 41:
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(@) The following Sub-clause (2) shall be Subsgitufor Sub-clause
(2) of Clause (a):

"(2) In re-disposing that property, the net outg@sirmade for
that property until the disposal pursuant to thesti®n

shall be deemed to be equal to the amount receivabl

(b)  The following Sub-clause (2) shall be Subsétufor Sub-clause
(2) of Clause (b):

"(2) In re-disposing that liability, the net incorgis made for
that liability pursuant to Sub-clause (1) until heposal
under this Section shall be deemed to be equahdo t

outgoings."

(28) The word "taxable" shall be substituted fos thords "Subject to tax’

contained in Sub-section (2) of Section 45.

(29) The following Sub-section (3) shall be insdredter Sub-section (2) of
Section 50:

"(3) Notwithstanding anything contained in Sub-sats$ (1) and (2),
a resident widow or widower who has to maintain aothsist

dependents shall be treated as spouse.”
(30) Of Section 54:
(@) Of Sub-section (1):

(1) The words "if distributed” shall be insertedeafthe

words "shareholder” contained in Clause (a).

(2) The following Clause (b) shall be substituted €lause
(b):
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"(b) No tax shall be imposed if other entities make

distribution."

(b) The following Sub-section (3) shall be subgg&dl for Sub-

section (3):

"(3) Notwithstanding anything contained in Sub-gw@ct
(1), no tax shall be charged if dividend receiv@dn deduction

of taxunder that Sub-section is distributed".

(¢)  Sub-section (4) shall be deleted.

(31) Of Section 57,-

(@) The following Sub-section (l1a) shall be insdrtafter Sub-

section (1) of Section 57:

"(la) For the purposes of computing the changefyf F
percent or more than Fifty percent ownership of antity as
referred to in Sub-section (1), only the followiogmnership of

that entity shall be included:

(@) The ownership held by a shareholder holding One

percent or more of the total ownership of that

entity, and

(b) The ownership held by an associated person of
the shareholder who holds more than one percent
of the total ownership of that entity, out of the
shareholders who hold less than one percent of

the total ownership of that entity."

(b) The word and figure "Section 59 or 60" shall Heleted

contained in the Clause (c) of Sub-section (2).
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(32) The following Sub-section (1) shall be Suhd#ad for Sub-section (1)
of Section 58:

"(1) An arrangement made by any entity by maintgrall of
the following conditions shall be treated as amm@gement made for

reducing dividend tax

(@ Where that entity has reserved, current or aeok

profits,

(b) Where any person who acquires an interesteeéetitity
and the recipient of the interest or his associgerdon
makes any payment to the present or previous
beneficiary of the entity or his associated person
irespective of whether or not it is related to the
acquisition of interest and whether or not paymsnt

made at the time of acquisition of interest,

(¢) Where the payment is fully or partly reflected the
profits of that entity,

(d)  Where that entity distributes dividends to teeipient of
interest and the dividends fully or partly covereth

profits."
(33) Of section 59:

(@) The following Sub-section (1a) shall be inséri&fter Sub-

section (1):

"(1a) An amount that is up to five percent of a cnel
recoverable loan held in the risk bearing fund bypeason
carrying on banking business Subject to the statsdar
prescribed by the Nep&stara Bank shall be deducted as an
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expense. Where the risk bearing fund is so maiathiand the
expenses debited to the profits as a bad debsahme shall not
be written off; and where the amount in that fuacapitalized
or profits or dividends are distributed, the sanflls be
included in the income of the year in which suc$tibution is

made."
(b)  Sub-section (2) and (3) shall be deleted
(34) Of Section 60:

(@) The following Sub-clause (3) shall be inserddidr Sub-clause
(2) of Clause (b) of Sub-section (2):

"(3) Sum total of the following amounts providéar risk

coverage fund:

(@) Fifty percent of the net premium credited to the

profit and loss statement during the year: and

(b) One Hundred Fifteen percent of the pending
unsettled pending claims outstanding at the end of

the year.

Provided that, these amounts that are
shown as expenses during the year as profit shall

be included in the income of subsequent year.
(b)  Sub-section (3) and (4) shall be deleted
(35) Of Section 61
(@) The following Sub-clause (2) shall be Subsegitlfor Sub-clause

(2) of Clause (b) of Sub-section (2):
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"(2) The premiums as referred to in Sub-clause{lause

(@) returned to the insured".

(b) The words "shall not be considered as expensdslll be
Substituted for the words "shall be included in &xpenses”

contained in Sub-section (3).
(36) Of Section 63:
(@) The following proviso shall be inserted in Sdxtion (1):

"Provided that, the Citizen Investment Fund esséigd
under the Citizen Investment Fund Act, if it intenid maintain
a retirement fund, and the Employee Provident Festdblished
under the Employee Provident Fund Act, 2019 {-#)aperates
a retirement fund, shall not be required to obpEmmission for

such fund."

(b) The phrase " may make a claim for deductionaftulating his
income" shall be Substituted for the phrase "mayena claim

to deduct fromthe income" contained in Sub-secf&)n

(37) The words "mentioned in Sub-section (1) oftleec2 of Schedule-1"
shall be substituted for the words "applicabledmpanies” contained

in Sub-section (3) of Section 64.
(38) Of Section 65:

(@) The words "or the retirement payments mad&dyernment of
Nepal' shall be inserted after the words "from ihterest”

contained in the second line of Sub-section (Bextion 65.

(b) The following proviso shall be inserted at tead of the

explanation:
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"Provided that, the payment made from the non-
contributory fund of the beneficiary shall not bensidered as
benefit received as an interest from the unappraoeacement
fund."

Section 66 shall be repealed.

The word "employment" shall be Substituted fioe words "such
acts" contained in the first line of Sub-claused2Clause (i) of Sub-

section (6) of Section 67.

The following Clause (b) shall be Substitutied Clause (b) of the

explanation contained in Section 71.:

“(b) "Average rate of tax of Nepal' means the rabebe set by
multiplying with One Hundred the amount to be sgtdividing
the amount of tax payable by a person as refeopad Clause
(@) of Section 3 in any income year by the taxaibdeme of that
person in that year prior to the adjustment of frgign taxin

that year.”

The words "Big Taxpayer Office or" shall besaerted after the words

"Inland Revenue Office” contained in Sub-sectioyofZSection 72.

The following Sub-section (1) shall be suhgtd for Sub-section (1)
of Section 74:

"(1) The taxpayer shall performthe duties as nosred in this Act."

The following Sub-section (3) shall be insdrédter Sub-section (2) of
Section 77:
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"(3) The Department may prescribe to submit angrmation or

particular or document to be submitted by a peteahe Department

through the electronic medium."

Of Section 78:

(@) The following Sub-section (1) shall be Subg#tufor Sub-section (1):

(©)

“78. Permanent accounts number:(1) The Department shall

issue an identity number called as permanent adsoun
number to any person for purposes of identifyin@tth

person, Subject to this Act.

Provided that, a body having obtained approval from
the Department may give such permanent accountbaum
by fulfilling the procedures referred to in this tAGTaxpayer
receiving permanent accounts number shall notrdsuch
manner, the transaction of export and import upthe

period specified by the Department.

The following Sub-sections (4) and (5) shall beeited after
Sub-section (3):

“(4) Notwithstanding anything contained in Sub-s&tt
(1), any person specified pursuant to Sub-sect@®nshall
obtain the permanent accounts number prior to doing

transactions.

(5) Notwithstanding anything contained in Sub-s@&tti
(), (2), (3) or 4, no one shall be released framliability of tax
by the reason that he has not obtained the permaicenunts

number.”

Of Section 81:
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(@) The words “at least” contained in Sub-sec{®rof Section 81

shall be deleted.

(b) The following Sub-section (4) shall be insdriagter Sub-section
3):

"(4) The Department provides approval to maintain
documents through electronic medium which are to be

maintained pursuant to Sub-section (1)."

(47) The following words shall be inserted endrad Sub-section (1) Of
Section 85:

“The Department may prescribe to pay the tax, tedeaid,

also through the electronic medium.”

(48) Of Section 88:

“(@) The word "service charge, commission or saleus and"” shall
be Substituted for the words "in making paymenvsercharge
and if that person is an approved retirement fuady"
contained in Sub-section (1), and the followingyso shall be

Substituted for the proviso to that Sub-section:

Provided that, tax shall be withheld at the follogvirate

from the following payment:

(1) In the case of the retirement payment madéby t
Government of Nepal or by the approved
retirement fund, at the Rate of Five percent from
the benefits calculated pursuant to Clause (b) of

Sub-section (1) of Section 65,
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(2) In the case of the commission paid by a rediden
employer company to a non-resident person, at the

rate of Five percent,

3 In the case of payment of amount for aircredisle,

at the rate of ten percent.

(4) In case of service provider resident person i8ho
registered in the Value Add Tax, on the payment of
service charge, at the rate of One point Five (One

and half) percent of the paid amount.”
(b)  The following Sub-section (2) shall be Substitut@dSub-section (2):

"(2) A resident person shall, in making the follogi
payments having source in Nepal, withhold tax &t ftllowing

rate:

(@ In making payment of dividends, Five percent of
the amount paid to the resident person and Ten

percent to the non-resident of the same amount,

(b) In making payment of investment insurance
benefits and compensation for personal accident,

Five percent of the payment amount,

(©) In making payment of benefits from an
unapproved retirement fund, Ten percent of the

amount of benefits".
(c)  The following Sub-section (3) shall be SubstitutedSub-section (3):

"(3) Notwithstanding anything contained in Sub-smtt

(1), in making payment of interest or of an amoiarthe form of
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interest as follows by a resident bank, finanamsltitution or
any other entity issuing bonds or a company reasteinder
the laws in force to any individual for depositsonils,
debentures and governmental bonds, tax shall el from

the total amount of payment at the rate of Fiveepet:
(@  Which has source in Nepal, and

(b)  Which is not related with the operation of

business."
(d) of Sub-section (4):

@ The following Clauses (al) shall be insertéiéreClause (a) of
Sub-section (4):

"(al) Payment for an article published in a newsppand for

preparing question papers and examining answerdbok

(2) The following Clause (d) and (e) shall be inedrafter Clause
(c) of Sub-section (4):

"(d) The interregional interchange fee paid to alkbssuing

credit card."

(e) Any interest or fee paid by the Governmentiepal to a
foreign government or a foreign organization purgua
an agreement between Government of Nepal and foreig
government or Government of Nepal and International

Organization."
(49) The following explanation shall be insertedhe Section 89:

"Explanation: For the purpose of this Section "contraction artcact"

means a contract or agreement concluded to sumpiggor labour or
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construction, fixation or establishment of tangibfeperty or structure
and any act prescribed by the Department as aacin or contract
as well as it shall included the payment made feemice rendered in
case such service is being included by the contracr contract in

the course of construction or taxation or estabisiht."
(50) The following Section 89A. Shall be insertéaSection 89:

“89A. Tax withholding in the benefit received from disabof benefits

by the resident organization:

Except the resident organization engaged in theesha
transaction upon registering itself pursuant toghevailing law
In any year, if a person receives any benefit floendisposal of
an interest of a resident organization, such a grershall
withhold tax, as following, in the benefit computpdrsuant to
Section 37:

@) In the case of benefit received from the ds&ado
of the interest of an organization which is listed
the security market, by the organization which acts
as a security exchange market, at the rate of Ten
percent in profit amount in relation the resident
natural person and at the rate of Fifteen percent i

any other case,

(b) In the case of benefit received fromthe disglo$
the interest of an organization which is not listed
in the security market, by the organization whose
interest was disposed, at the rate of Ten percent i

profit amount in relation the resident natural
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person and at the rate of Fifteen percent in any

other case.
(51) Of Section 90:

(@) The following Sub-section (1) shall be Subs#étl for Sub-

section (1):

"(1) Each person who is obliged to withhold tax ias
Submit to the Department a statement in such modef@amat
as specified by the Department within Fifteen dajt®r the

expiration of each month."

(b)  The phrase "in the following conditions, thegmn Subject to
tax withholding" shall be Substituted for the pled$n cases
where the person withholding tax does not withhaigay tax
as follows, both the person Subject to tax withingd

contained in Sub-section (5).
(c) The following Sub-section (8) shall be inserte@daffection (7):

"(8) In case a person does not file details orscio@t pay
tax pursuant to Sub-section (1) or (2) or if thepBement is
convinced that there is a situation of Sub-secg®)nn relation
to a person, it may issue an order to submit theuaxtnwhich is
not submitted or less amount submitted and intexeseferred

to in Section 119.

Provided that, before issuing such an order, aé&iit
days written notice along with reasons thereofidtmissued

for defense enclosing the evidence and proofs."

(52) Of Sub-section (1) of Section 92:
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(@) At the end of Clause (c) the words "and paymef

compensation for personal accident” shall be irslert
(b) The following Clause (e) shall be SubstitutedGlause (e):

"(e) Interest as follows paid by a bank, finanamtitution or any
other entity issuing bonds or a company enlistespant to

the laws in force, as mentioned in Sub-sectioro{Hection 88:

(1) Which has source in Nepal and which is not
related with the operation of business and paid to

an individual?

(2) Which is paid to an institution entitled to tax

exemption pursuant to Clause (d) of Section 2."

(c) The following Clauses (g) and (h) shall be insé after Clause
(f):

"(g) Payment for meeting allowance and part-tieeching."

"(h) Retirement payment made by the Governmentegfallor
approved retirement fund or un-approved retirerfiemd

including all types of retirement payments."

(53) Of Section 94:

(@) The following Sub-section (1) shall be Subdétu for Sub-

section (1):

"(1) A person who has or will have assessable ircom
in any income year from any business or investrhastto pay

taxin three installments as follows:
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Date on which payment has to Amount to be paid

be made

Amount of due and payable tax
By the end ofPoush (mid
out of Forty percent of the
January)
estimated tax

Amount of due and payable tax
By the end ofChaitra (mid April) out of Seventy percent of the

estimated tax

Amount of due and payable tax
By the end ofAshad (mid July) out of Hundred percent of the

estimated tax
Explanation: For the purposes of this Sub-section,-

(@) “"Estimated taxX' means the estimated tax in
installment computed by any person liable to pay
tax in installment pursuant to Section 95 at theti

when the installment taxis to be paid in any year.

(b) "Due and payable tax' means the amount that
remains shortfall after Subtracting the following
total sum from the amount to be set by the
percentage prescribed for payment of estimated tax

in installments under this Sub-section:

(1) The amount of tax paid in that income year
by a prior installment pursuant to this
Section before the date on which the

installment in question is to be paid,
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(2) The amount of tax deducted from the
payments to be included in computing the
income of any person in any income year
pursuant to Chapter-17 before the date on
which the installment in question is to be

paid in that year,

(3) In cases where the agent withholding tax or
the person Subject to tax withholding pays
to the Department the amount of taxdeemed
to be withheld from the payment referred to
in Clause (2) pursuant to Sub-section (3) of
Section 90 in that year before the date on
which the installment is to be paid, such

amount of tax, and

(4) The amount of tax adjustment for medical
treatment expenses which that person may
claim pursuant to Section 51 in respect of
the accepted medical treatment expenses
incurred by that person before the date on

which the installment is to be paid."

(b) The words "total of all installments” shall Babstituted for the

words “of installments" contained in Sub-section"(2
(54) Of Section 95:

(@ The words "by the Department” shall be insersdtkr the

words "may be prescribed" contained in Sub-sedtipn
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(b)  The words "or where it is so specified pursuansub-section
(6) that any person is not required to Submit amase to pay

installment of tax' contained in Sub-section (7akbe deleted.

Of Sub-section (2) of Section 96:
(@) Sub-clauses (4) and (5) of Clause (a) shaddieted.

(b)  Sub-clause (1) of Clause (c) shall be deleted.
Of Section 97:

(@) The words "except where the Department issuestan order
or issues order by publishing a public notice" bHz
Substituted for the words "except where the Depamtnssues

a written order" contained at the beginning.

(b) The word "or* contained at the end of Clausg gball be
deleted.

(c) The words “natural person or” shall be Subséil for the

words “natural person” contained at the end of &&a(c).
(d) The following Clause (d) shall be inserted a@ause (c):

"(d) If the motor vehicle owner making payment aixt
pursuant to Sub-section (11) of Section 1 of Scledus

an individual, such individual."

The following Sub-section (2) shall be Suhgad for Sub-section (2)
of Section 100:

"(2) Notwithstanding anything contained in Sub-s@ati(1), in
the circumstances mentioned in Sub-section (5)exfti®n 96, the
Department may, base on the amounts mentionedbrclauses (1),
(2), and (3) of Clause (a) of Sub-section (2) otttee 96, for any
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income year or any part of that year, assess theftaat person in a

justifiable manner."

The word "Fifteen" shall be Substituted forethvord "Seven"

contained in the fourth line of Sub-section (6pettion 101.

The word "Department" shall be Substituted fbe words "Tax

Department” contained in Section 106.
The following Section 110A. shall be inseradter Section 110:

“110A. Realization of tax by installment:Where any person make a
written request for payment of his tax arrearsristallment prior
to institution of case pursuant to Section 111, Tla Officer
may give permission to pay the same by installnwitiin a

reasonable period of time as specified by the Taxed.”

The following Sub-section (3) shall be Suhgtd for Sub-section (3)
of Section 113:

“(3) If any person makes an application to the Dapant, as
prescribed, for the refund of the amount pursuan$ub-section (1),
such refund shall be made within Sixty days after tlate on which

such application is made.”
of Sub-section (1) of Section 114.
(@) The following Clauses (al) shall be insertitdraClause (a):

"(@l) The decision or order made pursuant to Suiese (8)
of Section 90.
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(b) The words "assessment of expenses incurrad auction sale
as referred to in Sub-section (5) of Section 10&lldbe inserted
after the words "assessment of tax' contained aus (e) of

Sub-section (1) of Section 114.

(63) of Section 115:

(@ The word “total amount in case of undisputedatad One Third
in case of disputed tax’ shall be Substituted i@ words “Fifty

percent of taxto be paid” contained in Sub-secf&)n

(b) The word "Sixty" shall be Substituted for therd "Ninety"

contained in Sub-section (8).

(64) Of Section 117:

(@ The following Sub-section (1) shall be Subgétu for Sub-

section (1):

"(1) If any person does not do as followings, swch

person shall be imposed fees as follows:-

@) In case income details of any income year ate n
submitted pursuant to Sub-section (1) of Section

95, at the rate of Two Thousand Rupees for each

detail.

(b) In case income details of any income year ate n
submitted pursuant to Sub-section (1) of Section
96, at the rate of One Hundred Rupees per month,
to a person as referred to in Sub-section (4) of

Section 4 of the Act and an amount which is
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higher out of an amount, calculated in a case of
other person at the rate of 0.1 percent per anumon
the computable amount without deducting any
amount where one may deduct such an amount in
computing the income in that income year and
including such an amount which is to be included
on it or at the rate of One Hundred Rupees per

month, whichever is higher in those items."

The words "0.1 percent" shall be Substitutadlie words

"One and half percent" contained in Sub-sectionaf2)l the

words "per year" shall be Substituted for the wdioer month"

contained in that Sub-section.

(65) The following Section 118 shall be substituter Section 118:

"118.

Interest to be charged where the person makg payment in

installments makes lesser payment of estimated taxl) In

cases where, in the case of the amount of instatlbeebe paid

by any person under Section 94 in any income ykaramount

mentioned in Clause (b) is more than the amountiioead in

Clause (@), interest shall be charged on such sxaesount

pursuant to Sub-section (2):

(o)

(P)

Amount of each installment paid by that person in

any income year,

Eighty percent of the estimated or revised
estimated amount of total amount payable by
installments for each installment period in that
income year if such estimate or revised estimate is

correct and, if such estimated or revised estimated
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amount is not correct, that of such amount, of the
total amount of tax to be paid by any person
referred to in Clauses (a) and (b) of Section 3sas
to be paid in installment for each installment pdri

in any income year.

(2) Aninterestto be set by the normal rate ¢diiast, for
each month and portion of the month, from the dagedor
payment of the installment in that year to thedwihg period

shallbe imposed on the person referred to in Sdiisn (1):

(@) Inthe case ofa person in respect of whonstéx
be assessed under Sub-section (1) of Section 99,

until the date for Submission of the income return,

(b) In the case of a person in respect of whom the
Department has made revised tax assessment for
the first time under Section 101 because of failure
to make tax assessment under Sub-section (1) of
Section 99, until the date on which a notice ottha
revised tax assessment is delivered pursuant to

Section 102.

Expganation: For the purposes of this Section,
"amount payable by installment" means the amount of
installments calculated pursuant to Sub-section ofl)
Section 94 in the case of a taxpayer who failSabmit a
revised estimate once an estimate has been Sulimitte
and in respect of whom the Department has made
estimate pursuant to Sub-section (7) of Section 95
because of his failure to Submit an estimate and

calculated pursuant to Sub-section (5) of Sectiénir®
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the case of a taxpayer Submits a revised estimadeira
respect of whom the Department has made estimate
pursuant to Sub-section (7) of Section 95 because o
being unsatisfied with the Submitted estimate wised

estimated."
(66) The following Section 119A. shall be Substtifor Section 119A.:

“119A. Fees to be chargedxcept as otherwise provided in this Act, a

person who fails to observe any provision of thist Ar the
Rules framed hereunder shall be liable to pay ézpsvalent to

the fine specified pursuant to Section 128.”
(67) The following Section 136A. shall be insertdter Section 136:

“136A. Provision of Rewardin case someone avoids or attempts to

avoid the tax liabilty as a whole or in part arfdsomeone
informs the same along with evidence such an irdotrmay be
awarded equal to Twenty percent of the amount ef tidx
assessable from the evidence submitted by suchfarmant
out of the tax amount recovered on the basis ofhsuc

information.
(68) The following Section 141A. Shall be insertdter Section 141.:

“141A. Tax shall be charged Tax shall be charged and collected on

the income of His Majesty the King and memberghefroyal

family.”

(69) Repeal and Amendment Section 15 of the Industrial Enterprises Act,
2049 (1992):
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Clauses (a), (c), (d), (e), (), (), (p), (@),and (s) of Section
15 of the Industrial Enterprises Act, 2049 (199Rals be
deleted.

The words "respectively Thirty, Twenty-Five amdenty
percent on the income tax until Ten years of thee dd
operation and" contained in Clause (f) shall bestbel.”
Schedule-1

(70) Amendment to Schedule-1:

(1) Of Section 1:

@)

(b)

(©)

The Number and words "Rs.12,750", shall be 8uked

for the Number and words "Rs. 11,250 " and the word
"One Hundred Fifteen Thousand Rupees”, "One
Hundred Forty Thousand Rupees”, "Two Hundred
Thousand Rupees”, and "Two Hundred Twenty Five
Thousand Rupees”, respectively shall be Substitioted
the words "Fifty Five Thousand Rupees”, "Sevenve F
Thousand Rupees"”, One Hundred Thirty Thousand
Rupees” and "One Hundred Fifty Thousand Rupees”
contained in various places of Sub-sections (3),(®
and (4).

The proviso to Clause (b) of Sub-section (4alshe
deleted.

The following Sub-section (5) shall be subgg&udl for
Sub-section (5):

"(5) For the individuals working in the remote

areas specified by the Government of Nepal, a noamim
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sum of Thirty Thousand Rupees shall, for the remote
allowance, be deducted from the taxable income, as
prescribed, and the tax shall then be calculatedhen

remaining amount only, in accordance with this Bect

The following Sub-section (6) shall be Subgg&udl for
Sub-section (6):

"(6) For the employee working in the abroad
based diplomatic missions of the State of Nepale8Sgy
Five percent amount of their abroad allowance siall
deducted from the taxable income, and the tax sheu
be calculated on the remaining amount only, in

accordance with this Section."

The following Sub-section (9a) shall be insériadter
Sub-section (9):

“(9a) Notwithstanding anything contained
elsewhere in this Section, where any resident idd& is
the disabled, additional Fifty percent of the ambun
mentioned in Clause (a) of Sub-section (1) for such
individual and in Clause (a) of Sub-section (1)§pouse
shall be deducted from the taxable income, andtake
shall then be calculated on the remaining amouiy, @n

accordance with this Section.”

The following Sub-sections (10), (11), (12)3Y&and (14)

shall be inserted after Sub-section (9a):

"(10) Notwithstanding anything contained
elsewhere in this Section, where any resident idda

has procured an insurance business, the amoumt$eto
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by seven percent of the sum of investment insuramce
Ten Thousand Rupees, whichever is lesser, out ef th
premium paid for the same, shall be deducted frioen t
taxable income, and the taxshall then be calcdlatethe

remaining amount only, in accordance with this Bect

(11) Notwithstanding  anything contained
elsewhere in this Section, the owners of vehicleshive
shall pay annual taxat the following rates. If tvener of
vehicle is an individual, the tax so paid shalffibal and

binding."

Category of vehicles Annual tax payable

per vehicle

(&) Mini-bus, mini-truck, truck and bus  Rs. 1,500/-
(b) Car, jeep, van and microbus Rs.1,200/-
(c) Three wheeler, auto-rickshaw, tempo Rs. 850/-
(d) Tractor and power tiller Rs. 750/-

(12) Notwithstanding anything contained
elsewhere in this Section, if an individual is yudingaged
in the operation of a special industry mentioned in
Section 11 of this Act throughout any year, in o&ting
tax pursuant to this Section, tax shall be charggd
Twenty percent of the taxable income, instead odfity

Five percent thereof.

(13) Taxshall be charged by Twenty percent of the
taxable income earned by any individual from expamt
any income year.
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(14) Notwithstanding  anything contained
elsewhere in this Section, an additional tax tassbeby
1.5 percent of the taxable income that is beyora th
taxable income mentioned in Clause (c) of Sub-sadft)
or Clause (c) of Sub-section (2) shall be levied am

individual or spouse referred to in Section 50."

Of Section 2:

(@)

(b)

(©)

(d)

The words “cigarett®&idi, cigar, chewing tobacc&haini,
liquors, beer” shall be inserted after the wordsdny income

year” contained in Sub-section (2).

The following Clause (b) shall be SubstitutedClause (b) of
Sub-section (3):

"(b) In cases where the entity,

(1) Builds and operates any road, bridge, tunnel,

ropeway or sky-bridge, or
(2) Operates any trolley bus or tram, or"
The following Sub-section (3a) shall be inserteérabub-section (3):

"(3a) Taxshall be levied by twenty percent on the
taxable income earned by any entity, through itsrs® in

Nepal, from exports in any income year."

The following Sub-section (5) shall be substitutedSub-

section (5)
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"(5) Tax shall be levied, pursuant to Sub-sectighs
and (4) of Section 1 of this Schedule, on the texaizome of a
trust acquiring or looking after the property bejorg to any
deceased resident person or of a disabled resimdimidual in
any income year as if the one who acquires or l@dtes or that

trust money or trust resident were an individual.”

(e) The word (Five) shall be Substituted for (Tem)Sub-section
(©)

® Amendment to Sub-section (7):

“(7) Tax shall be levied by Five percent on theatd&
income of any non-resident person in relation te imcome

referred to in Section 70 in any income year.

Provided that, in the case of a non-resident person
providing telecommunication, air transport or watemsport
service, which does not so depart fromthe Statdepfal that it
has destination in a foreign country, tax shalldaed by two

percent."

() The following Sub-section (8) shall be insertdtér Sub-section
(7):

"(8) Notwithstanding anything contained elsewhare |
this Section, there shall be levied an additionalto be set by
1.5 percent of the taxable income to be set for amyty other
than that mentioned in Sub-sections (6) and (Bexftion 2."
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Financial Act, 2065 (2008)

Date of Authentication and the Publication

2065.6.3 (19 nov. 2008)

An Act Made to Implement Proposals Relating to Finace of the

Government of Nepal

Preamble: Whereas, it is expedient to levy some charges stadaties,
cesses and fees, continue or alter the existing @mel also to amend the
laws in force relating to revenue administrationoirder to implement the

proposals relating to finance of the Governmerii@bal;

Now, therefore, be it enacted by the Constituimasembly pursuant
to Sub-articles (1) of Article 83 of Interim Contsition of Nepal,2063 (2007).

1. Short title and commencement(1) This Act may be called the
“Financial Act, 2065 (2008)."

(2) This Act shall come into force immediately.

40. Amendment to the Income Tax Act, 2058 (2002pf the Income

Tax Act, 2058(2002):-
(1) Of Section 2:
@ The following Clause (p1) shall be insertegaflause (p):

“(pl) “turn-over” means a turn-over equivalent toet
total amount to be included under Section 7,8 or 9
for purposes of computing the income of a

business or investment in any income year”.
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Of Clause (r):

(1) The following Sub-clause (2a) shall be inserted

after Sub-clause (2):

“(2a) A benefit of any beneficiary held in the

retirement fund”,

(2) The words "land and private building” shall be
inserted before the words "private building”

contained in Sub-clause (3).
The following Clause (s) shall be substituted ftauSe (s):

“(s) "Organization entitled to enjoy exemption"” mea

the following entity:

(1) Any of the following entities registered in
the Department as an entity enjoying tax

exemption:

(@) A social, religious, educational or
benevolent organization of public
nature established with non-profit

motive,

(b) An amateur sports organization so
formed with a view to promoting
social or sports related facilities that
the organization or its member does

not derive profits,

2 A political party registered in the Election

Commission,
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Village Development Committee, Municipality

or District Development Committee,

Provided that, in cases where any
person has derived any benefit from the
property of that organization and the
monies obtained from that organization
except in making payment for the property
or the service rendered by any person to
that organization or in discharging
functions in consonance with the objective
of the organization entitled to exemption, tax
exemption shall not be granted to such

organization."

The figures and letters "Sub-"clause (1), @).and (4)"

shall be substituted for the figures and lettersibS
‘clause(l), (2) and (3)” contained in Sub-clauseab

Clause (X).

The

‘(D)

)

following Sub-clauses (1) and (2) shall be
Substituted for Sub-clauses (1) and (2) of Claasi¢: (

Payment for having acquired the right to estra

water, minerals or other living and non-living

resources fromthe earth, or

Amounts calculated based on the quantity or

value of living or non-living resources of the

natural resources and minerals extracted fully or

partly fromthe earth”.

The following Clause (;af) shall be Substituted @ause (af):

470



"(af)

www.lawcommission.gov.np

"Rent" means all payments including a premium

received for the house rent as well as for thedeas

of a tangible property.

Provided that, this term does not include

any payment made for natural resources".

() The following Clause (ab) shall be Substitut@dClause

(ab):

“(ab) "Investment” means the act of holding onenore

properties or investing such properties, except

with the followings:

(1) Holding any property used by the owner

thereof in personal use, or
(20 Employment or occupation.

Provided that, holding non-business

taxable property shall be deemed as investment.”

(h) OfClause (ae):

@)

(b)

(©)

The words " in respect of any income year"
contained in the first sentence of paragraph (b) of

Sub-clause (1) shall be deleted.

The word "or" shall be inserted at the end of

paragraph (b) of Sub-clause (3).

The word "or" shall be inserted at the engarfa
(@) of Sub-clause (4).
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(d) The following Sub-clause (4a) shall be inserted

after Sub-clause (4):
"(4a) Government of Nepal,"

() The word "or" shall be Substituted for the word
"and" contained in the second sentence of Sub-

clause (6).

The words "exemption, premium under loan ligygilshall
be Substituted for the word "premium” containedhie

first sentence of paragraph (2) of Sub-clause (ai).

The words "sold or" contained in Clause (ajaklbe
deleted.

The following Clause (anl) shall be insertedeiaft

Clause (an):

“(anl) "Electronic medium" means the computer, &x,
mail, internet, electronic cash machine, fiscal
printer and other approved medium as specified

the Department”.

The figure and letters "Sub-clause (5)" shak b
Substituted for the figure and letters "Sub-clai4)

contained in the second sentence of Clause (ao).

The following Clause (atl) shall be insertettaClause

(at):

“(atl) "adjusted taxable income" means taxable meo
calculated without deducting any amounts as

referred to in Section 12 and without deducting
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any amount under Sub-section (2) of Section 14,
Section 17 or 18, while calculating the taxable

income of any person in any income year.”

(n) The words "Ten percent" shall be substituted tfee

words "Fifteen percent" contained in Clause (aw) of

Section 2.

(0) The words "related with the work" containedGiause
(aab) shall be deleted, and the words "as refeweid
Clause (y)" shall be inserted the words "any ehtity

contained in that Clause.

(2) Ofsection4:

(@)

(b)

(©)

The following Sub-section () shall be Subdgai for Sub-

section (1):

“(1) The amount of tax required to be paid by arerspn
referred to in Section 3 for any income year shalequal
to the total amount of tax required to be paid lbigls
person in capacity of anyone or more than one perso

mentioned in Clauses (a), (b) and (c) of the Sactio

The words "or both Sections” shall be inseméér the figure

"Section 51 or 71" as contained in Sub-section (2).

The following Clause (c) shall be Substituted €lause (c) of
Sub-section (3):

“(c) The employer has made a claim only for theuathpent of
tax on medical expenses paid by himwher and for

Subtraction of retirement contribution paid by the

473



www.lawcommission.gov.np

employer him/herself and not claimed for Subtractid

expenses for donation as referred to in Sectich 12.
(d) Of Sub-section (4):

(1) The following Clause (al) shall be inserted after
Clause (a):

“(@al) Having not claimed for adjustment of tax for
medical expenses under Section 51 and for

advance taxdeduction under Section 93.”

(20 The following Clause (b) shall be substituted for
Clause (b):

“(b) The income earned from the business and the
turnover of the business do not exceed One
Hundred Fifty Thousand Rupees and One Million

Five Hundred Thousand Rupees, respectively."

(e) The figures and letters "Section 87, 88 and 88all be
substituted for the figure and letters "Section 88htained in
the fourth line of Sub-section (6).

(3 The words "or both Sections” shall be inseradter the words

"Section 12 or 63" contained in Section 5.

(4 The words "or both Sections"” shall be inseredter the words

"Section 11 or 64" contained in the proviso to Glab) of Section 6.

(5) The words "shall be income" shall be Substidufier the words "shall

be computed in the income" contained in Sub-sedfipof Section 7.

474



www.lawcommission.gov.np

(6) The words "shall be" shall be Substituted For words "computed as

the income" contained in Sub-section (1) of Secfion

(7)  The following Clause (i) shall be inserted afffause (h) in Section 10:
() Any kind of income of Government of Nepal.
(80 Of Section 11:

(@) The following Sub-section (2) shall be Subg#étl Sub-section
(2):

“(2) No tax shall be levied on the income of a
cooperative organization and saving and credit ecave
organization or institution based in rural commigsif which has
been registered and operated under the Cooperaiiwe2048
(1991) and which carries on agricultural and foréstsed
industries such as professional forest related rprises
inclusive of sericulture and silk production, houliure and
fruits processing, animal husbandry, dairy indusippultry
farming, fishery, tea gardening and processingfeeofarming
and processing, herbiculture and herb processiegetable
seeds farming, bee keeping, honey production, nufameing,
leasehold forestry, agro-forestry etc., cold steragtablished
for the storage of vegetables, agro-seeds, anie&d,f......
pesticides, fertiizers and agricultural inputs c@xt those
operated with mechanical power). No tax shall &lsdevied on

the dividends distributed by such organizatiomgtitution.”
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Explanation: The term “provision for this section rural

community” means any area, other the municipal amea the

VDC adjoining such area.

(b) The words "from a special industry and infotiona technology
industry” shall be substituted for the words "fr@amspecial
industry” contained in Sub-section (3) of Sectidnahd the
following Clause (a) shall be substituted for Claya) of same

Sub-section:

(a) If the special industry and information technology
industry gives direct employment to Five hundred or
more Nepalese citizens throughout the year, ninety

percent of the rate of taxon the income of tharye

(¢) The following Sub-sections (3a), (3b) and @eall be inserted

after Sub-section (3):

“(3a) Exemption or concessions regarding incomdda
industries established at specified economic zome tax on

dividend distributed by them shall be follows :-

(@) In case the industry is established in a sbeci
economic zone situated &timali districts or at
any hilly districts notified by Government of
Nepal, the industry shall aval an income tax
exemption for Ten years from the commencement
of the business of the industry and Fifty percent

of income taxin the upcoming income year.

(b) Any industry established at any other special
economic zone shall avail tax exemption for Five

years from the commencement of the business of
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the industry and half of the income taxto be ldvie

on it for the income years thereatfter.

(©) The above industries established at any apeci
economic zone shall avail tax exemption on
dividend distributed for Five years from the
commencement of the business. After expiry of
the Five years, for a maximum period of Three
years a tax concession of Fifty percent of the tax

rate applicable shall be available.

(d) Tax concessions at Fifty percent is provided on
Income generated as service charge or royalty for
technology transfer or management services
provided by a foreign investor for the industries

established at any special economic zone.

(3b) Hundred percent of the income tax chargeablthe
income of an industry established in remote arelaall de
exempted upto Ten years from the date of operavibthe

industry.

(3c) Twenty-Five percent of the income tax chardgealn
the income of an information technology industryadédished in
the information technology park as specified by Go&ernment

of Nepal by a notification in the Nepal Gazette.”

The following Sub-section (4) shall be subgatl for Sub-

section (4):

“(4) In computing the income of a persons as refkrr
to in Clauses (a) and (b) of Sub-sections (1) a4yl (3), Clause
(b) of Sub-section (3), Sub-sections (3a), (3b) &Bc), Sub-
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section (12) of Section 1 of Schedule 1 and Subises (3) of
Section 2 of Schedule 1, shall compute the incosméthat only

income were derived by other separate person.”

(e) The following Sub-section (5) shall be Subg#étl for Sub-

section (5):

"(5) A person, who is in a position to have morarth
one exemption in respect of the same income putstoathe
above mentioned Sub-sections, shall enjoy only em®enption

chosen by him/her."

)] The following Sub-section (7) shall be insertdter Sub-section
(6):

"(7) Notwithstanding anything contained in Sub-$m&t$
(3a) and (3b), those industries availing tax exémnpor tax
concession under the same Sub-sections (3a) ahdi{@bnot
avail the facility in case the assets it has aeguifor the
industry were already used by another person foln sndustry

or for any other business."
(99 The following Section 11A. shall be inseradter Section 11:

"11A. Tax chargeable on the build and operate of iftastructures: If

any agreement is concluded between the Governnidw¢ mal
and any person for building and operating infrastiiees, the
person building and operating such infrastructusésll be
entitled to enjoy tax facilities provided by thic®pertaining to
tax prevailing at the time of conclusion of thgte@ement during

the period of such agreement.”
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(10) The following Sub-section (2) shall be Suhd#ad for Sub-section (2)

of Section 12;

"(2) Notwithstanding anything contained in Sub-s&ti(1), the
expenditure deductible in any income year undetr Sud-section shall
not exceed One Hundred Thousand Rupees or Fiveepend the

adjusted taxable income that person in that yeaichever is lesser.”

(11) The following Section 12A. shall be insertdter Section 12:

"12A. Expenseson heritage preservation and expenses for

development of sports In case, any company incurs

expenses on preservation and development of anoaigious
or cultural heritage located in Nepal; incurs ex&n on
construction of public infrastructure required fathe
development of sports, upon taking prior approvéltloe
Department, for incurring the expenses of any inegear, such
a company claim for the deduction of One MilliondRes or

Ten percent of the assessable income, whicheleves."

(12) of Section 14:

(@ The words "created for an act to generate ircdnom the
occupation or investment” shall be inserted atverwords "of
such person” in Sub-section (1) and the providiorihe

Clause (b) shall be deleted.
(b)  Of Sub-section (2),-

(@) The phrase "the total interest amount whiclesdent
entity controlled by an organization entitled toxta
exemption can deduct under Sub-section (1) in any

income year shall not exceed the total of the vaiqg
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amounts if the interest is paid to the controlipggyson or
associated person" shall be Substituted for theager
"the total interest amount which a resident entity
controlled by an organization entitled to tax exaomp
can deduct under that Sub-section in any income yea
shall not exceed the total of the following amotints
contained at the end and The words "income of aegus
taxable income" shall be substituted for the wo'tdé

taxable income" contained in Clause (b)".

(13) Of Section 15:

"(@)

(b)

The following proviso shall be inserted in Expation (c):

"Provided that, no amount in respect of repair and
maintenance and depreciation shall be includedemtverhead

costs of a factory.”
The following proviso shall be inserted in exption (d):

"Provided that, no amount in respect of repair and
maintenance and depreciation shall be includethénviariable

overhead costs of a factory."

(14) Of Section 16:

(@)

The following Sub-section (2) shall be Subdétl for Sub-

section (2):

“(2) Notwithstanding anything contained in Sub-
section (1), in deducting the expenses allowab@euthat Sub-
section, it shall not exceed Seven percent of tberetiation
base amount of the group of property remaininghatend of
that income year.
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Provided that, this limitation shall not apply toetrepair
and maintenance costs incurred by a person prayidin
transport service in overhauling an aircraft in@dance with
the standards fixed by the Civil Aviation Authoriby Nepal.”

(b) The following Sub-section (3) shall be Subggad for Sub-

section (3):

"(3) Any excess expense or part thereof which i$ no
deductible by virtue of the limit referred to in Isgection (2)
may be added to the depreciation base amount ofribwep of
the concerned property at the beginning of thehfaytming

income year".
(15) Of Section 17:

(@ The following Sub-section (2) shall be Subdétl for Sub-

section (2):

"(2) Notwithstanding anything contained in Sub-smtt
(1), in computing the limit of expenses deductibleder that
Sub-section in any income year, it shall not exdeiétgl percent
of the adjusted taxable income earned from all tesses

operated by that person®.

(b) The words "at the beginning of the coming ineoyear” shall
be inserted after the word "capitalization" conéainin the

second line of Sub-section (3).
(16) Of Section 18:
(@) The following Sub-section (2) shall be Subgéth for Sub-

section (2):
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"(2) Notwithstanding anything contained in Sub-
section (1), in computing the limit of expenses wadle under
that Sub-section in any income year, it shall naeed Fifty
percent of the adjusted taxable income earned fiim

businesses operated by that person®.

(b) The words "at the beginning of the coming ineoyear” shall
be inserted after the word "any part" containethiea second

line of Sub-section (3).

(17) The words "shall" shall be Substituted for thed "may" contained

iIn Sub-section (1) of Section 19.
(18) Of Section 20:

(@ The following Clause (b) shall be Substitutedthe Clause (b)

contained in Sub-section (1):

"(b) Loss suffered by that person from any businagich

was not deducted in the last Seven income years.

Provided that, in the case of the projects which
involve building and operation of public infrasttuges
to be transferred to the Government of Nepal,
powerhouses construction, generation and transonissi
of electricity and petroleum works pursuant to Nepal
Petroleum Act, 2040 any loss not deducted in tls¢ la

Twelve income years."

(b) The following Sub-section (2) shall be subgg&d for Sub-

section (2):

"(2) For the purposes of computing the income edine
any person from any investment in any income ysagGh
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person may deduct the loss suffered from any imaest which
was not deducted in that year and for an undedulctesl of
past Seven income years suffered by such persomsfuzh or

any other investment.”

The following Sub-section (8) shall be subgatl after Sub-

section (7):

“(8) Where any person has enjoyed a full or patiax
exemption in relation to the income derived frolnwsiness or
investment in any income year, such person shabeentitled
to carry forward the loss made in such income yeathe

Subsequent income years.”

(19) The word "private expenses of the naturalpetshall be substituted

for the words "expenses made for" any natural pemtained in the

second line of paragraph Clause (1) of explanasid®ection 21.

(20) Of Section 24

@)

(b)

The words "in calculating the income earnedlperson” shall
be substituted for the words "in the calculatiortled income
earned by the person” contained in Sub-sectionaf} the

following Sub-clause (2) shall be substituted fabSlause (2):

"(2) The value of such liability can be ascertained

actually, and"

The following Sub-section (3) shall be subg&tl for Sub-

section (3):

"(3) Notwithstanding anything contained in Sub-smtt

(1), the Department may recognize the accountireciipd by

the NepalRastra Bank, Subject to the NepRhstra Bank Act,
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2058(2002) and the banking laws in force, in respédanking

business."

The following Sub-section (4) shall be subgatl for Sub-

section (4):

"(4) In calculating a person's income earned from a
business or investment on the accrual basis, wihergperson
includes any payment to which the person is edtiblededucts
any payment that the person is obliged to makesadifference
in the payment received or made by the person scaara
result,inter alia, of a change in exchange rate, the amount of
difference shall be adjusted at the time when payme

received or made."

The words "refund of amount” shall be Subsé¢itl for the words

"reimbursement of amount" contained in the secams df Clause (a)
of Sub-section (1) of Section 25.

The words "money or" contained in the secand of Clause (a) of

Sub-section (1) of Section 27 and the words "maarey’ contained in

the same Clause shall be deleted.

The following Section 29 shall be substitutedSection 29:

“29. Indirect payments: In cases where any person derives benefits

indirectly from payments made by the payer or asper
associated with him or specifies another personreeive
payment, the Department may, by issuing a noticeriting,
treat the person himself deriving such benefitpeafying such

other person as the recipient of payment.”
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(24) The word "seller" contained in Sub-sectiondBBection 32 shall be

deleted.

(25) The following Sub-clause (2) shall be subséitlfor Sub-clause (2) of

Clause (a) of Sub-section (1) of Section 38:

"(2) Any amount required to be included in the &ssrent of the
income of that person as a result of acquisition thodt

property.”

(26) The word "payment" shall be substituted foe thvords "amount
Subject to tax' contained in the proviso to Cla(@ef Sub-section (1)

of Section 39.
(27) Of Section 41.

(@) The following Sub-clause (2) shall be Subsgitufor Sub-clause
(2) of Clause (a):

"(2) In re-disposing that property, the net outg@mmade for
that property until the disposal pursuant to thesti®n

shall be deemed to be equal to the amount receivabl

(b)  The following Sub-clause (2) shall be Subsé&tufor Sub-clause
(2) of Clause (b):

"(2) In re-disposing that liability, the net incorgis made for
that liability pursuant to Sub-clause (1) until theposal
under this Section shall be deemed to be equahdo t

outgoings."

(28) The word "taxable" shall be substituted fo thords "Subject to tax'

contained in Sub-section (2) of Section 45.
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(29) The following Sub-section (3) shall be insdr&dter Sub-section (2) of
Section 50:

"(3) Notwithstanding anything contained in Sub-gw@ts (1) and (2),
a resident widow or widower who has to maintain andhsist

dependents shall be treated as spouse.”
(30) Of Section 54:
(@)  Of Sub-section (1):

(1) The words "if distributed" shall be insertedeafthe

words "shareholder” contained in Clause (a).

(2) The following Clause (b) shall be Substituted Clause
(b):

"(b) No tax shall be imposed if other entities make

distribution.”

(b) The following Sub-section (3) shall be Subd#tl for Sub-

section (3):

"(3) Notwithstanding anything contained in Sub-s&tt
(1), no taxshall be charged if dividend receivpdi deduction

of taxunder that Sub-section is distributed".
(c)  Sub-section (4) shall be deleted.

(31) Of Section 57,-

(@) The following Sub-section (l1a) shall be insdrtafter Sub-

section (1) of Section 57:

"(1a) For the purposes of computing the changafyf F
percent or more than Fifty percent ownership of antity as
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referred to in Sub-section (1), only the followioginership of

that entity shall be included:

(@) The ownership held by a shareholder holding One
percent or more of the total ownership of that

entity, and

(b) The ownership held by an associated person of
the shareholder who holds more than one percent
of the total ownership of that entity, out of the
shareholders who hold less than one percent of

the total ownership of that entity."

(b) The word and figure and letters "Section 5960t shall be

deleted contained in the Clause (c) of Sub-sedfhn

The following Sub-section (1) shall be Suhgad for Sub-section (1)
of Section 58:

"(1) An arrangement made by any entity by maintgrall of
the following conditions shall be treated as amgement made for

reducing dividend tax

(@ Where that entity has reserved, current or axok

profits,

(b) Where any person who acquires an interesteeéetitity
and the recipient of the interest or his associgerdon
makes any payment to the present or previous
beneficiary of the entity or his associated person
irespective of whether or not it is related to the
acquisition of interest and whether or not paymsnt

made at the time of acquisition of interest,
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(c) Where the payment is fully or partly reflectedthe
profits of that entity,

(d)  Where that entity distributes dividends to teeipient of
interest and the dividends fully or partly covereth

profits."

Of section 59:

(@)

(b)

The following Sub-section (1a) shall be insérafter Sub-

section (1):

"(la) An amount that is up to five percent of a dnel
recoverable loan held in the risk bearing fund bypeason
carrying on banking business Subject to the staisdar
prescribed by the Nep&lstara Bank shall be deducted as an
expense. Where the risk bearing fund is so maiathiand the
expenses debited to the profits as a bad debsahme shall not
be written off; and where the amount in that fuacapitalized
or profits or dividends are distributed, the sanfells be
included in the income of the year in which suc$tibution is

made."

Sub-section (2) and (3) shall be deleted

Of Section 60:

@)

The following Sub-clause (3) shall be inseradigr Sub-clause
(2) of Clause (b) of Sub-section (2):

"(3) Sum total of the following amounts providéar risk

coverage fund:
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(c) Fifty percent of the net premium credited to the

profit and loss statement during the year: and

(d One Hundred Fifteen percent of the pending

unsettled pending claims outstanding at the end of

the year.

Provided that, these amounts that are

shown as expenses during the year as profit shall

be included in the income of subsequent year.

(b)  Sub-section (3) and (4) shall be deleted

(35) Of Section 61.

@)

(b)

The following Sub-clause (2) shall be Subseitutor Sub-clause
(2) of Clause (b) of Sub-section (2):

"(2) The premiums as referred to in Sub-clause{lause

(@) returned to the insured".

The words "shall not be considered as expensdsll be

Substituted for the words "shall be included in &xpenses

contained in Sub-section (3).

(36) Of Section 63:

(@)

The following proviso shall be inserted in Ssdxtion (1):

"Provided that, the Citizen Investment Fund esséigd
under the Citizen Investment Fund Act, if it intenid maintain
a retirement fund, and the Employee Provident Festdblished
under the Employee Provident Fund Act, 2019 (-#)gperates
a retirement fund, shall not be required to obpEmmission for
such fund."

489



www.lawcommission.gov.np

(b) The phrase " may make a claim for deductionaftulating his
income" shall be Substituted for the phrase "majena claim

to deduct fromthe income" contained in Sub-sec&)n

(37) The words "mentioned in Sub-section (1) oftleec2 of Schedule-1"
shall be Substituted for the words "applicableampanies” contained

in Sub-section (3) of Section 64.
(38) Of Section 65:

(@) The words "or the retirement payments mad&dayernment of
Nepal' shall be inserted after the words "from ihterest”

contained in the second line of Sub-section (Bextion 65.

(b) The following proviso shall be inserted at tead of the

explanation:

"Provided that, the payment made from the non-
contributory fund of the beneficiary shall not bensidered as
benefit received as an interest from the unappraoeacement
fund."

(39) The word "employment" shall be Substituted floe words "such
acts" contained in the first line of Sub-claused2Clause (i) of Sub-

section (6) of Section 67.

(40) The following Clause (b) shall be Substitutied Clause (b) of the

explanation contained in Section 71.:

“(b) "Average rate of tax of Nepal' means the rabebe set by
multiplying with One Hundred the amount to be sedividing
the amount of tax payable by a person as refeoad Clause

(@) of Section 3 in any income year by the taxaibdeme of that
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person in that year prior to the adjustment of &rgign taxin

that year.”

The words "Big Taxpayer Office or" shall bes@rted after the words

"Inland Revenue Office” contained in Sub-sectionofZSection 72.

The following Sub-section (1) shall be suhd@ad for Sub-section (1)
of Section 74:

"(1) The taxpayer shall performthe duties as nosred in this Act.”

The following Sub-section (3) shall be insdredter Sub-section (2) of
Section 77:

"(3) The Department may prescribe to submit angrmétion or
particular or document to be submitted by a peteaime Department

through the electronic medium.”
Of Section 78:

(@) The following Sub-section (1) shall be Subdétu for Sub-

section (1):

(1) The Department shall issue an identity nundadled
as permanent accounts number to any person foopegof

identifying that person, Subject to this Act.

Provided that, a body having obtained approval frloen
Department may give such permanent accounts nuitoper
fulfiling the procedures referred to in this Actaxpayer
receiving permanent accounts number shall not mwasuch
manner, the transaction of export and import ught® period

specified by the Department.
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(45) Of Section 78:

(@) The following Sub-section (3) shall be substitutedSub-

section (3):

(3) Department may specify the circumstancesravhay

person has to show or mention his/her permanentuaxc

number.

(b) The following Sub-sections (4) and (5) $balinserted after Sub-

section (3):

“(4) Notwithstanding anything contained in Sub-sact
(1), any person specified pursuant to Sub-sectBnshall
obtain the permanent accounts number prior to doing

transactions.

(5) Notwithstanding anything contained in Sub-s@tti
(1), (2), (3) or 4, no one shall be released fromliability of tax
by the reason that he has not obtained the permamceounts

number.”

(46) Of Section 81.

(@ The words “at least” contained in Sub-sec{@nof Section 81

shall be deleted.

(b) The following Sub-section (4) shall be inserteceafSub-

section (3):
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"(4) The Department provides approval to maintain
documents through electronic medium which are to be

maintained pursuant to Sub-section (1)."

The words “The Department may prescribe to thaytax, to be
so paid, also through the electronic medium.” wosthall be
inserted after the word "to be so paid" of the Seltion (1) Of
Section 85:

(48) Of Section 88:

“a)

The word "service charge, commission or saeus and" shall
be Substituted for the words "in making paymenvigercharge
and if that person is an approved retirement fuady"

contained in Sub-section (1), and the followingyiso shall be

Substituted for the proviso to that Sub-section:

Provided that, tax shall be withheld at the follogvirate

fromthe following payment:

@ In the case of the retirement payment madéby t
Government of Nepal or by the approved
retirement fund, at the Rate of Five percent from
the benefits calculated pursuant to Clause (b) of

Sub-section (1) of Section 65,

(2) In the case of the commission paid by a rediden
employer company to a non-resident person, at the

rate of Five percent,

(3) In the case of payment of amount for aircredisle,

at the rate of ten percent.
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(4) In case of service provider resident person who
are registered in the Value Add Tax, on the
payment of service charge, at the rate of One point

Five (One and half) percent of the paid amount.”

®) In the case of the rent paid by a residentqrers

having source in Nepal, at the rate of Ten percent,

The following Sub-section (2) shall be Substitutied Sub-

section (2):

"(2) A resident person shall, in making the follogi
payments having source in Nepal, withhold tax &t fdllowing

rate:

@) In making payment of dividends, Five percent of

the payment amount,

(b) In making payment of investment insurance

benefits, Five percent of the payment amount,

(©) In making payment of benefits from an
unapproved retirement fund, Ten percent of the

amount of benefits".

The following Sub-section (3) shall be Subgaul for Sub-

section (3):

"(3) Notwithstanding anything contained in Sub-smtt
(1), in making payment of interest or of an amoiarthe form of
interest as follows by a resident bank, finanagwmsltitution or
any other entity issuing bonds or a company reggsiteinder

the laws in force to any individual for depositsonils,
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debentures and governmental bonds, tax shall d@idl from

the total amount of payment at the rate of Fiveeet:
(@) Which has source in Nepal, and

(b)  Which is not related with the operation of

business."
(d) of Sub-section (4):

Q) The following Clauses (al) shall be insertééraClause (a) of
Sub-section (4):

"(@al) Payment for an article published in a newspamnd for

preparing question papers and examining answerdabok

(2) The following Clause (d), (e) and (f) shall beserted after

Clause (c) of Sub-section (4):

"(d) The interregional interchange fee paid to akbisuing

credit card."

(e) Any interest or fee paid by the Governmenlepal to a
foreign government or a foreign organization purgua
an agreement between Government of Nepal and foreig
government or Government of Nepal and International

Organization."

® Payment of an amount, Ten Thousand Rupeesanas
interest by a Micro Finance Institution based oralru
community, Rural Development Bank, Postal SavingkBa
and collected amount deposited in a co-operative

pursuant to Sub-section (2) of Section 11 of thit. A

(49) of section 89.
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(@) The following Sub-section (1) shall be Sutwté&d for
Sub-section (1):

(1) In making payment of a sum exceeding Fifty
Thousand Rupees for payment of contraction or eehtra
resident person shall withhold tax at the rate ¢ @and half

percent of the total amount of payment.

(b) The following Sub-clause (a), (b), (c) ang &hall be
substituted for Sub-clause (a) and (b) of Subise¢B):

@) Relating to service contraction or contra@nT

percent.
(b)  Other contraction or contract- Five percent

() In making payment of premium to non-residen

insurance company- one and half percent.

(d) Except as provided here in above, where the
Department has given a notice to resident person

in writing, at the rate specified in that notice.

(c) The following explanation shall be insertedhe

Section 89:

"Explanation: For the purpose of this Section "contraction
or contract" means a contract or agreement condlide
supply goods or labour or construction, fixation or
establishment of tangible property or structure ang act
prescribed by the Department as a contraction otraot

as well as it shall included the payment made feemice

rendered in case such service is being includedhley
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contraction or contract in the course of constouctor

taxation or establishment.”

(50) The following Section 89A. Shall be insertéataSection 89:

“89A. Tax withholding in the benefit received from dis@abof interest

by the resident organization

Except the resident organization engaged in theesha
transaction upon registering itself pursuant toghevailing law
in any year, if a person receives any benefit floendisposal of
an interest of a resident organization, such a grershall
withhold tax, as following, in the benefit computpdrsuant to
Section 37:

(@ In the case of benefit received from the dsago
of the benefits of an organization which is listed
the security market, by the organization which acts
as a security exchange market, at the rate offifte

percent of profit amount.

(b) In the case of benefit received fromthe disglo$
the interest of an organization which is not listed
in the security market, by the organization whose
interest was disposed, at the rate of Fifteen

percent of profit amount.

(51) Of Section 90:

@)

The following Sub-section (1) shall be Subgétl for Sub-

section (1):

"(1) Each person who is obliged to withhold tax ias
Submit to the Department a statement in such modef@amat
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as specified by the Department within Fifteen dajter the

expiration of each month."

The phrase "in the following conditions, thegmn Subject to
tax withholding" shall be Substituted for the pleddsn cases
where the person withholding tax does not withhmigay tax
as follows, both the person Subject to tax withingd

contained in Sub-section (5).

The following Sub-section (8) shall be insertecagection (7):

"(8) In case a person does file details or paygtasuant to Sub-

section (1) or (2) or if the Department is convidd¢kat there is a
situation of Sub-section (5) in relation to a persib may issue
an order to submit the amount is not submittecess lamount
submitted and interest as referred to in Sectioh Ptovided
that, before issuing such an order, a Fifteen daijtten notice
along with reasons thereof, shall be issued foremeé

enclosing the evidence and proofs."

(52) Of Sub-section (1) of Section 92:

@)

(b)

The word "Payment for beneft and Payment parsonal
accident” shall be Substituted for the words "Paymef
benefit" contained in Sub-clause (c) of Sub-ect{l) of
Section 67.

The following Clause (e) shall be substitutedGlause (e):

"(e) Interest as follows paid by a bank, finanaigkitution or
any other entity issuing bonds or a company ermliste
pursuant to the laws in force, as mentioned in Sub-

section (3) of Section 88:
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(1) Which has source in Nepal and which is not
related with the operation of business and paid to

an individual?

(2) Which is paid to an institution entitled to tax

exemption pursuant to Clause (d) of Section 2."

(c) The following Clauses (g) and (h) shall be insé after Clause
(f):

"(g) Payment for meeting allowance and part-tieeching."

"(h) Retirement payment made by the Governmentegfallor
approved retirement fund or un-approved retirerfiemd

including all types of retirement payments."

(53) Of Section 94:

(@) The following Sub-section (1) shall be Subdgétu for Sub-

section (1):

"(1) A person who has or will have assessable ircom
in any income year from any business or investrhastto pay

taxin three installments as follows:

Date on which payment has to Amount to be paid

be made

Amount of due and payable tax
By the end ofPoush (mid
out of Forty percent of the
January)
estimated tax

By the end ofChaitra (mid April) Amount of due and payable tax

out of Seventy percent of the
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estimated tax

Amount of due and payable tax

By the end ofAshad (mid July) out of Hundred percent of the

estimated tax

Explanation: For the purposes of this Sub-section,-

(@)

(b)

"Estimated taxX' means the estimated tax in
installment computed by any person liable to pay
tax in installment pursuant to Section 95 at theti

when the installment taxis to be paid in any year.

"Due and payable tax' means the amount that
remains shortfall after Subtracting the following
total sum from the amount to be set by the
percentage prescribed for payment of estimated tax

in installments under this Sub-section:

(1) The amount of tax paid in that income year
by a prior installment pursuant to this
Section before the date on which the

installment in question is to be paid,

(20 The amount of tax deducted from the
payments to be included in computing the
income of any person in any income year
pursuant to Chapter-17 before the date on
which the installment in question is to be

paid in that year,

3 In cases where the agent withholding taxor
the person Subject to tax withholding pays

to the Department the amount of taxdeemed
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to be withheld from the payment referred to
in Clause (2) pursuant to Sub-section (3) of
Section 90 in that year before the date on
which the installment is to be paid, such

amount of tax, and

(4) The amount of tax adjustment for medical
treatment expenses which that person may
claim pursuant to Section 51 in respect of
the accepted medical treatment expenses
incurred by that person before the date on

which the installment is to be paid.”

(b) The words "total of all installments” shall Babstituted for the

words “of installments™ contained in Sub-section"(2
Of Section 95:

(@) The words "by the Department” shall be inser&dtbr the

words "may be prescribed" contained in Sub-sedtipn

(b) The words "or where it is so specified pursu@EnBub-section
(6) that any person is not required to Submit anrage to pay

installment of tax' contained in Sub-section (7akhe deleted.

Of Sub-section (2) of Section 96:
(@) Sub-clauses (4) and (5) of Clause (a) shaddieted.

(b)  Sub-clause (1) of Clause (c) shall be deleted.
Of Section 97:

(@) The words "except where the Department issuesten order

or issues order by publishing a public notice" bHz
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Substituted for the words "except where the Depamtrissues

a written order" contained at the beginning.

(b) The word "or" contained at the end of Clausg gball be
deleted.

(c) The words “natural person or” shall be Subséikl for the

words “natural person” contained at the end of S&a(c).
(d)  The following Clause (d) shall be inserted aiause (c):

"(d) If the motor vehicle owner making payment aixt
pursuant to Sub-section (11) of Section 1 of Scheedus

an individual, such individual."

The following Sub-section (2) shall be Suhg@ad for Sub-section (2)
of Section 100:

"(2) Notwithstanding anything contained in Sub-gatt(1), in
the circumstances mentioned in Sub-section (5)edti®n 96, the
Department may, base on the amounts mentionedbrclBuses (1),
(2), and (3) of Clause (a) of Sub-section (2) ott®a 96, for any
Income year or any part of that year, assess thefthat personin a

justifiable manner."

The word "Fifteen" shall be Substituted forethvord "Seven"

contained in the fourth line of Sub-section (65ettion 101.

The word "Department" shall be Substituted fbe words "Tax

Department" contained in Section 106.
The following Section 110A. shall be insertdter Section 110:

“110A. Realization of tax by installment:Where any person make a
written request for payment of his tax arrearsrstallment prior
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to institution of case pursuant to Section 111, Tla Officer
may give permission to pay the same by installmeititin a

reasonable period of time as specified by the TaxeDd.”

(61) The following Sub-section (3) shall be Suhgtd for Sub-section (3)
of Section 113:

“(3) If any person makes an application to the Dapent, as
prescribed, for the refund of the amount pursuansub-section (1),
such refund shall be made within Sixty days aftex date on which

such application is made.”
(62) of Sub-section (1) of Section 114.
(@) The following Clauses (al) shall be insertkdraClause (a):

"(@l) The decision or order made pursuant to Sudiesre (8)

of Section 90.

(b) The words "assessment of expenses incurrad &uction sale
as referred to in Sub-section (5) of Section 10&lidbe inserted
after the words "assessment of tax' containedamz (e) of

Sub-section (1) of Section 114.

(63) of Section 115:

(@) The word “total amount in case of undisputedatad One Third
in case of disputed tax’ shall be Substituted lerwords “Fifty

percent of taxto be paid” contained in Sub-secf&)n

(b) The word "Sixty" shall be Substituted for therdl "Ninety"

contained in Sub-section (8).

(64) Of Section 117:
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(@ The following Sub-section (1) shall be Subgétu for Sub-

section (1):

"(1) If any person does not do as followings, such

person shall be imposed fees as follows:-

@) In case income details of any income year ate n
submitted pursuant to Sub-section (1) of Section
95, at the rate of Two Thousand Rupees for each

detail.

(b) In case income details of any income year ate n
submitted pursuant to Sub-section (1) of Section
96, at the rate of One Hundred Rupees per month,
to a person as referred to in Sub-section (4) of
Section 4 of the Act and an amount which is
higher out of an amount, calculated in a case of
other person at the rate of 0.1 percent per anumon
the computable amount without deducting any
amount where one may deduct such an amount in
computing the income in that income year and
including such an amount which is to be included
on it or at the rate of One Hundred Rupees per

month, whicheveris higherin those items."

(b) The words "0.1 percent” shall be Substitutadlie words
"One and half percent" contained in Sub-sectionai2yl the
words "per year" shall be Substituted for the wdhaler month”

contained in that Sub-section.

(65) The following Section 118 shall be Substituter Section 118:
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Interest to be charged where the person makg paymentin

installments makes lesser payment of estimated taft) In

cases where, in the case of the amount of instatlbeebe paid
by any person under Section 94 in any income yearamount
mentioned in Clause (b) is more than the amountioead in
Clause (a), interest shall be charged on such sxa@esunt

pursuant to Sub-section (2):

(@) Amount of each installment paid by that personny a

income yeatr,

(9) Eighty percent of the estimated or revised estithate
amount of total amount payable by installments for
each installment period in that income year if such
estimate or revised estimate is correct and, ifhsuc
estimated or revised estimated amount is not cgrrec
that of such amount, of the total amount of taxb®o
paid by any person referred to in Clauses (a) ahdf(
Section 3, as is to be paid in installment for each

installment period in any income year.

(2) Aninterest to be set by the normal rate tdriest, for
each month and portion of the month, from the date dor
payment of the installment in that year to theolwlhg period

shall be imposed on the person referred to in Sadbien (1):

@) In the case of a person in respect of whonstax
be assessed under Sub-section (1) of Section 99,

until the date for Submission of the income return,

(b) In the case of a person in respect of whom the

Department has made revised tax assessment for
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the first time under Section 101 because of failure
to make tax assessment under Sub-section (1) of
Section 99, until the date on which a notice ottha
revised tax assessment is delivered pursuant to
Section 102.

Explanation: For the purposes of this Section,
"amount payable by installment" means the
amount of installments calculated pursuant to Sub-
section (1) of Section 94 in the case of a taxpaye
who fails to Submit a revised estimate once an
estimate has been Submitted and in respect of
whom the Department has made estimate pursuant
to Sub-section (7) of Section 95 because of his
failure to Submit an estimate and calculated
pursuant to Sub-section (5) of Section 95 in the
case of a taxpayer Submits a revised estimate and
in respect of whom the Department has made
estimate pursuant to Sub-section (7) of Section 95
because of being unsatisfied with the Submitted

estimate or revised estimated."
(66) The following Section 119A. shall be insertafler Section 119.:

“119A. Fees to be chargedExcept as otherwise provided in this Act, a

person who fails to observe any provision of thist Ar the
Rules framed hereunder shall be liable to pay ézpsvalent to

the fine specified pursuant to Section 128.”

(67) The following Section 136A. shall be insersdter Section 136:
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“136A. Provision of awardedIn case someone avoids or attempts to

avoid the tax liability as a whole or in part arffdsomeone
informs the same along with evidence such a pessal may
be awarded equal to Twenty percent of the amounhefax
assessable fromthe evidence submitted by suchsapeut of

the taxamount recovered on the basis of suchnoon.

(68) Repeal and Amendment(1) Section 3A and 66 shall be deleted.

(20 Amendment to Schedule-1:
(1) Of Section 1:

(@) The Number and words "Rs.12,750", shall be Suied
for the Number and words "Rs. 11,250 " and the word
"One Hundred Fifteen Thousand Rupees”, "One
Hundred Forty Thousand Rupees”, "Two Hundred
Thousand Rupees”, and "Two Hundred Twenty Five
Thousand Rupees"”, respectively shall be Substitioted
the words "Fifty Five Thousand Rupees”, "Sevenvg F
Thousand Rupees"”, One Hundred Thirty Thousand
Rupees” and "One Hundred Fifty Thousand Rupees”
contained in various places of Sub-sections (3),(®
and (4).

(b) The proviso to Clause (b) of Sub-section (4alkhe
deleted.

(¢c) The following Sub-section (5) shall be subdad for
Sub-section (5):

"(5) For the individuals working in the remote

areas specified by the Government of Nepal, a noamim
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sum of Thirty Thousand Rupees shall, for the remote
allowance, be deducted from the taxable income, as
prescribed, and the tax shall then be calculatedhen

remaining amount only, in accordance with this Bect

The following Sub-section (6) shall be Subgatlifor
Sub-section (6):

"(6) For the employee working in the abroad
based diplomatic missions of the State of NepaleSgy
Five percent amount of their abroad allowance siall
deducted from the taxable income, and the tax sheu
be calculated on the remaining amount only, in

accordance with this Section."

The following Sub-section (7) shall be subdétuafter
Sub-section (7):

"(7) The amount of tax pursuant to sub-sect#rof

Section 4 of this Act shall be as follows:-

(@) In the case of a natural person carrying on a
business in the municipal corporation or sub-
municipal corporation area, Five Thousand

Rupees,

(b) In the case of a natural person carrying on a
business in the municipal area, Two Thousand

Five Hundred Rupees,

(c) In the case of a natural person carrying on a
business in any other place, One Thousand Five

Hundred Rupees.
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The following Sub-section (10), (11),(12),(X3%) and (15)

shall be inserted after Sub-section (9):

“(10) Notwithstanding anything contained
elsewhere in this Section, where any resident idd& is
a disable, additional Fifty percent of the amount
mentioned in Clause (a) of Sub-section (1) for such
individual and in Clause (a) of Sub-section (1)§pouse
shall be deducted from the taxable income, andtake
shall then be calculated on the remaining amouiy, @n

accordance with this Section.”

(11) Notwithstanding anything contained
elsewhere in this Section, if resident natural pers a
woman whose taxable income is only the remuneration
such a person shall receive a Ten percent of tax

exemption on the taxto be paid by the naturalqers

"(12) Notwithstanding anything contained
elsewhere in this Section, where any resident aatur
person has procured an insurance business, thenamou
to be set by investment insurance or Twenty Thodsan
Rupees, whichever is lesser, out of the premiurm fai
the same, shall be deducted from the taxable incane
the tax shall then be calculated on the remainimguant

only, in accordance with this Section".

(13) Notwithstanding  anything contained
elsewhere in this Section, the owners of vehicleshive
shall pay annual taxat the following rates. If tvener of
vehicle is a natural, the tax so paid shall belfarad
binding."
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Category of vehicles Annual tax payable
per vehicle
(@) Mini-bus, mini-truck, truck and bus Rs. 1,500/-
(b) Car, jeep, van and microbus Rs.1,200/-
(c) Three wheeler, auto-rickshaw, tempo Rs. 850/-
(d) Tractor and power tiller Rs. 750/-

(14) Notwithstanding  anything  contained
elsewhere in this Section, if a natural personuily f
engaged in the operation of a special industry imast
in Section 11 of this Act throughout any year, in
calculating tax pursuant to this Section, tax sl
charged at the rate of Twenty percent of the taxabl

income, on Twenty Five percent of taxable income.

(15) Tax shall be charged at the rate of Twenty
percent of the taxable income earned by any indaiid

from exports in any income year.

Section (2) of schedule 1:

The words “cigarett®&idi, cigar, chewing tobacc&haini,
liquors, beer” shall be inserted after the wordsdiny income

year” contained in Sub-section (2).

The following Clause (b) shall be SubstitutedClause (b) of
Sub-section (3):

In cases where the entity,
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(1) Builds and operates any road, bridge, tunnel,

ropeway or sky-bridge, or
(2) Operates any trolley bus or tram, or"

(3) Any co-operative so transacting except the co-
operatives which is registered pursuant to Co-
operatives Act, 2048 and enjoying tax exemption in

its transaction.

(©) The following Sub-section (3a) shall be

inserted after Sub-section (3):

"(3a) Tax shall be levied by twenty percent on the
taxable income earned by any entity, through itsirs® in

Nepal, from exports in any income year."

The following Sub-section (5) shall be substitutedSub-

section (5):

"(5) Taxshall be levied, pursuant to Sub-secti@ls
and (4) of Section 1 of this Schedule, on the txaizome of a
trust acquiring or looking after the property bejorg to any
deceased resident person or of a disabled resimiidual in
any income year as if the one who acquires or l@dtex or that

trust money or trust resident were an individual."

The word (Five) shall be Substituted for (Tehpub-section
A3):

The following Sub-section (7) shall be substitd for Sub-

section (7):
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“(7) Tax shall be levied by Five percent on theatde
income of any non-resident person in relation te icome

referred to in Section 70 in any income year.

Provided that, in the case of a non-resident person
providing telecommunication, air transport or watemsport
service, which does not so depart fromthe Statdepfal that it
has destination in a foreign country, tax shalldged by two

percent."

(@) The following Sub-section (8) shall be insertdtér Sub-section
(7):

"(8) Notwithstanding anything contained elsewhare i
this Section, there shall be levied an additioaalto be set by
1.5 percent of the taxable income to be set for amyty other

than that mentioned in Sub-sections (6) and (Bezfion 2."

41. Amendment of Industrial Enterprises Act, 2049 (1992: (1) Clauses
(@) of Section 15 of the Industrial Enterprises ,A€49 (1992) shall be
deleted.
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Financial Act, 2066 (2009)

Date of Authentication and the Publication

2066.3.29 (13 July 2009)

An Act Made to Implement Proposals Relating to Finace of the

Government of Nepal

Preamble: Whereas, it is expedient to levy some charges stadaties,
cesses and fees, continue or alter the existing @mel also to amend the
laws in force relating to revenue administrationoirder to implement the

proposals relating to finance of the Governmerii@bal;

Now, therefore, be it enacted by the Constituimasembly pursuant
to Sub-articles (1) of Article 83 of Interim Contsition of Nepal,2063 (2007).

1. Short title and commencement(1) This Act may be called the
“Financial Act, 2066 (2009)."

(2) Sections 1, 2, 3, 4, 5 an@ &f this Act shall be deemed to
have come into force immediately and the other Sections on 1
Shrawan 2066(16 July 2009).

32. Amendment to the Income Tax Act, 2058 (2002): f{CGhe
Income Tax Act, 2058(2002):-

(1) Of Section 2:
(@) The following Clause (h) shall be substituted fétauGe (h):
“(h) "Income" means the income earned by any person

from employment, profession, investment or
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windfall gain and the total amount of that income

calculated under this Act.”

The following Clause (hl) shall be inserteceaftlause

(h):

“(h1) "Windfall gain" means lottery, gift, prizdyaksis,
award for wining (jitauri) and any other types

windfall gains.”

The following Clause (pl) shall be inserteceaftlause

(p):

“(pl) “turn-over” means a turn-over equivalent toet
total amount to be included under Section 7,8 or 9
for purposes of computing the income of a

business or investment in any income year”.
Of Clause (n):

(1) The following Sub-clause (r) shall be subsault

for Sub-clause (r) :

) "Non-occupational taxable assets" means any
land, building and interest or security in any gnti

except the following properties:

(1) Occupational assets, depreciable assets or

stocks-in-trade,

(20 A private buiding owned by a natural

person in the following situation,-
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(@) Being wunder ownership for a
continuous period of Ten years or

more, and

(b) Where that person has resided for a
total period of Ten years or more

continuously or at several times.

A benefit of any beneficiary held in the

retirement fund”,

A private building belonging to and
disposed of by any natural person for a

value less than Five milion Rupees, or

An asset disposed of by way of transfer in
any manner other than the purchase and

sale within three generations.

(e) The following Clause (s) shall be substitutedClause

(s):

“(s) "organization entitled to enjoy exemption" mea

the following entity:

)

Any of the following entities registered in
the Department as an entity enjoying tax

exemption:

(@) A social, religious, educational or
benevolent organization of public
nature established with non-profit

motive,

515



(f)

@)

)

3)

www.lawcommission.gov.np

(b) An amateur sports organization so
formed with a view to promoting
social or sports related facilities that
the organization or its member does

not derive profits,

A political party registered in the Election

Commission,

Village Development Committee, Municipality

or District Development Committee,

Provided that, in cases where any
person has derived any benefit from the
property of that organization and the
monies obtained from that organization
except in making payment for the property
or the service rendered by any person to
that organization or in discharging
functions in consonance with the objective
of the organization entitled to exemption, tax
exemption shall not be granted to such

organization."

The figures and letters "Sub-"clause (1), (2),and (4)"

shall be substituted for the figures and lettersibS
‘clause (1), (2) and (3)" contained in Sub-clauSeof

Clause (X).

The following Sub-clauses (1) and (2) shall be
Substituted for Sub-clauses (1) and (2) of Claasig: (
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“(1) Payment for having acquired the right to estra
water, minerals or other living and non-living

resources fromthe earth, or

(20 Amounts calculated based on the quantity or
value of living or non-living resources of the
natural resources and minerals extracted fully or

partly fromthe earth”.

(h)  The following Clause (af) shall be SubstitufedClause
(af):

"(af) "Rent" means all payments including a premium
received for the house rent as well as for thedeas

of a tangible property.

Provided that, this term does not include

any payment made for natural resources”.

() The following Clause (ab) shall be substitutedClause
(ab):

“(ab) "Investment" means the act of holding onenore
properties or investing such properties, except

with the followings:

(1) Holding any property used by the owner

thereof in personal use, or
2 Employment or occupation.

Provided that, holding non-business
taxable property shall be deemed as

investment.”
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Of Clause (ae):

(1) Thewords" in respect of any income year"
contained in the first sentence of paragraph (b) of
Sub-clause (1) shall be deleted.

(2) The word "or" shall be inserted at the end of

paragraph (b) of Sub-clause (3).

(3) The word "or" shall be inserted at the engarfa
(a) of Sub-clause (4).

(4) The following Sub-clause (4a) shall be inserted

after Sub-clause (4):
"(4a) Government of Nepal,"

(5) The word "or" shall be Substituted for the word
"and" contained in the second sentence of Sub-

clause (6).

The words "exemption, premium under loan ligdilshall
be Substituted for the word "premium” containedhie

first sentence of paragraph (2) of Sub-clause (ai).

The words "sold or" contained in Clause (ajalitbe
deleted.

The following Clause (anl) shall be insertederaft

Clause (an):

“(anl) "Electronic medium" means the computer, f&x
malil, internet, electronic cash machine, fiscal
printer and other approved medium as specified

the Department”.
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(n) The figure and letters "Sub-clause (5)" sha# b
Substituted for the figure and letters "Sub-clay$g

contained in the second sentence of Clause (ao).

(o) The following Clause (atl) shall be inserteteatClause

(at):

“(atl) "adjusted taxable income" means taxable ineo
calculated without deducting any amounts as
referred to in Section 12 and without deducting
any amount under Sub-section (2) of Section 14,
Section 17 or 18, while calculating the taxable

income of any person in any income year.”

(p) The words "Ten percent” shall be substituted tfoe
words "Fifteen percent” contained in Clause (aw) of

Section 2.

(@) The words "related with the work" containedGlause
(aab) shall be deleted, and the words "as refewei
Clause (y)" shall be inserted the words "any ehtity

contained in that Clause.

(2) Ofsection 4:

(@) The following Sub-section (I) shall be subdsa for Sub-

section (1):

“(1) The amount of tax required to be paid by argrson
referred to in Section 3 for any income year sihalequal
to the total amount of tax required to be paid ligts
person in capacity of anyone or more than one perso

mentioned in Clauses (a), (b) and (c) of the Sactio
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The words "or both Sections” shall be inseméér the figure

"Section 51 and 71" as contained in Sub-section (2)

The following Clause (c) shall be substituted €lause (c) of
Sub-section (3):

“(c) The employer has made a claim only for theuathpent of
tax on medical expenses paid by himwher and for
Subtraction of retirement contribution paid by the
employer him/herself and not claimed for Subtractod

expenses for donation as referred to in Sectich 12.
Of Sub-section (4):

(1) The following Clause (al) shall be inserted after

Clause (a):

“(@al) having not claimed for adjustment of tax for
medical expenses under Section 51 and for

advance taxdeduction under Section 93.”
(2)  The following Clause (b) shall be substituted ftaGe (b):

"(b) The income earned from the business and the
turnover of the business do not exceed One
Hundred Fifty Thousand Rupees and One Million

Five Hundred Thousand Rupees, respectively.”

The figures and letters "Section 87, 88 and 88all be
substituted for the figure and letters "Section 88htained in
the fourth line of Sub-section (6).

(3) Of Section (5):
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(@ The words "or both Sections"” shall be insedaédr the words
contained in the third line of paragraph "Sectidhdr 63"

contained in Section 5.

(b) The words "and" shall be deleted contained nd @f Sub-

clause (b) of section (5).
(c) The following Clause (d) shall be inserted afteauSk (c):
"(d) windfall gain®

The words "or both Sections" shall be inserafter the words

"Section 11 or 64" contained in the proviso to Glaib) of Section 6.

The words "shall be income" shall be Substdufier the words "shall

be computed in the income" contained in Sub-sedfipof Section 7.

The words "shall be" shall be Substituted for Wwords "computed as

the income” contained in Sub-section (1) of Secfion

The following Clause (i) shall be inserted afteae (h) in Section 10:
(1) Any kind of income of Government of Nepal.

Of Section 11:

(@) The following Sub-section (2) shall be Subgé&tl Sub-section
(2):

“(2) No tax shall be levied on the income of a
cooperative organization and saving and credit eoaive
organization or institution based in rural commigsit which has
been registered and operated under the Cooperatieg20438
(1991) and which carries on agricultural and foréstsed

industries such as professional forest related rpnses
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inclusive of sericulture and silk production, houtiiure and
fruits processing, animal husbandry, dairy indusippultry
farming, fishery, tea gardening and processingfeeofarming
and processing, herbiculture and herb processiegetable
seeds farming, bee keeping, honey production, nufamaing,
leasehold forestry, agro-forestry etc., cold steragtablished
for the storage of vegetables, agro-seeds, aniread,f
pesticides, fertilizers and agricultural inputs c@pt those
operated with mechanical power). No tax shall &lsdevied on

the dividends distributed by such organizatiomstitution.”

Explanation: The term “provision for this section rural

community” means any area, other the municipal amea the

VDC adjoining such area.

The words "from a special industry and infotiowa technology
industries" shall be Substituted for the words tifra special
industry” contained in Sub-section (3) of Sectidnahd The
following Clause (a) and (b) shall be substituted €lause

(a) and (b) of same Sub-section:

(a) If the special industry and information technology
industries give direct employment to Three Hundosed
more Nepalese citizens throughout the year, Ninety

percent, If the special industry gives direct exgpient

to One Thousand and Two hundred or more Nepalese

citizens throughout the year, Eighty percent @ thate
of tax on the income of that year and; if the saleci
industry give direct employment to at least Thiftiyree

percent for womendalit or disable persons including
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One Hundred or more Nepalese citizens throughoait th

year, Eighty percent,

(b) If a special industry has been operated in temo
undeveloped and underdeveloped areas, respectively
Fifty, Seventy and Seventy-Five percent of the tax
leviable on income of the years for Ten income gear
including the income year in which such an industry

started operating.

(c) The following Sub-sections (3a), (3b), (3cHaf3d) shall be

inserted after Sub-section (3):

“(3a) Exemption or concessions regarding incomdda
industries established at specified economic zome tax on

dividend distributed by them shall be follows :-

(@ In case the industry is established at special
economic zone situated &timali districts or at
any hilly districts notified by Government of
Nepal, the industry shall aval an income tax
exemption for Ten years from the commencement
of the business of the industry and Fifty percent

of income taxin the upcoming income year.

(b) Any industry established at any other special
economic zone shall avail tax exemption for Five
years from the commencement of the business of
the industry and half of the income taxto be ldvie

on it for the income years thereatfter.

(©) The above industries established at any speci

economic zone shall avail tax exemption on
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dividend distributed for Five years from the

commencement of the business. After expiry of
the Five years, for a maximum period of Three
years a tax concession of Fifty percent of the tax

rate applicable shall be available.

(d) Tax concessions at Fifty percent is provided on
income generated as service charge or royalty for
technology transfer or management services
provided by a foreign investor for the industries

established at any special economic zone.

(3b) Hundred percent of the income taxchargeablthe
income of an industry established in remote arelaall 9e
exempted upto Ten years from the date of operabbthe

industry.

(3c) Twenty-Five percent of the income taxchardeah
the income of an information technology industryaddished in
the information technology park as specified by Go&ernment

of Nepal by a notification in the Nepal Gazette.”

(3d) In a case, the agency (body corporate) raogivi
license for the production, transmission and disition of the
electricity begins with commercial production ofdrg-power,
production and transmission, production and digtidn or
production, transmission or distribution, ugbaitra 2075 B.S.,
such as an agency (body corporate), shall recalie¢ome tax
remission upto for first Seven years; and Fiftygeet income
tax remission for upto Three years thereafter. Sactacility
shall also be provided to the solar power, wind eoand bio-

power production.
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Provided that, in the case of a license who hasadir
started commercial production at the time of conweament of
this Sub-section the provision prevailing at tmaetof receiving

of the license shall be applicable.
(d)  The following Sub-section (4) shall be Substitut@dSub-section (4):

“(4) In computing the income of a persons as refkrr
to in Clauses (a) and (b) of Sub-sections (1) a2l (3), Clause
(b) of Sub-section (3), Sub-sections (3a), (3b) &Ba), Sub-
section (12) of Section 1 of Schedule 1 and Subises (3) of
Section 2 of Schedule 1, shall compute the incosnétaat only

income were derived by other separate person.”

(e) The following Sub-section (5) shall be Subgéth for Sub-

section (5):

"(5) A person, who is in a position to have morarth
one exemption in respect of the same income putstmathe
above mentioned Sub-sections, shall enjoy only emenption

chosen by him/her."

® The following Sub-section (7) shall be inserigter Sub-section
(6):

"(7) Notwithstanding anything contained in Sub-s&ts
(3a) and (3b), those industries avalling tax exeampor tax
concession under the same Sub-sections (3a) ahdi{@bnot
avail the facility in case the assets it has aeguifor the
industry were already used by another person fon sndustry

or for any other business.”
(99 The following Section 11A. and 11b shall beerted after Section 11:
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"11A. Tax chargeable on the build and operate of indstructures: If

11B.

any agreement is concluded between the Governnidwé¢ mal
and any person for building and operating infrastiiees, the
person building and operating such infrastructusésll be
entitled to enjoy tax facilities provided by thic®pertaining to
tax prevailing at the time of conclusion of thatemment during

the period of such agreement.

Relaxation to the infrastructure dewvelopment mjects of

national importance: In the case of hydro-power, international

airport, underground ways, roadways, raiways amdilas

infrastructure development projects of nationalamypnce and
the production industry employing more than Thraeétred
workers and using more than Fifty percent domeaticmaterial
(other than cigarette, alcoholic beverage and heeessource
of income shall be sought on the investment & itnade upto
last day ofChaitra 2075 B.S."

The following Sub-section (2) shall be Suhg@ad for Sub-section (2)
of Section 12:

"(2) Notwithstanding anything contained in Sub-smt{l), the

expenditure deductible in any income year undetr Sud-section shall

not exceed One Hundred Thousand Rupees or Fiveempenf the

adjusted taxable income that person in that ydaichwever is lesser.”

The following Section 12A. shall be insertdter Section 12:

"12A. EXxpenseson heritage preservation and expenses for

development of sports In case, any company incurs

expenses on preservation and development of anosdigtous

or cultural heritage located in Nepal; incurs expeEn on
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construction of public infrastructure required fathe
development of sports, upon taking prior approvéltloe
Department, for incurring the expenses of any inegear, such
a company claim for the deduction of One MilliondRes or

Ten percent of the assessable income, whicheleves."

(12) of Section 14:

(@)

(b)

The words "created for an act to generate ikc@mom the
occupation or investment” shall be inserted atverwords "of
such person" in Sub-section (1) and the provisiorithe

Clause (b) shall be deleted.
Of Sub-section (2),-

(@) The phrase "the total interest amount whiclesadent

entity controlled by an organization entitled toxta

exemption can deduct under Sub-section (1) in any

income year shall not exceed the total of the vVailg

amounts if the interest is paid to the controlipggyson or
associated person" shall be Substituted for thagehr
"the total interest amount which a resident entity

controlled by an organization entitled to tax exaomp

can deduct under that Sub-section in any income yea

shall not exceed the total of the following amounts
contained at the end and The words "income of aegls
taxable income" shall be substituted for the wotds

taxable income" contained in Clause (b)".

(13) Of Section 15:

"(a)

The following proviso shall be inserted in Expation (c):
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"Provided that, no amount in respect of repair and
maintenance and depreciation shall be includetdemtverhead

costs of a factory."
The following proviso shall be inserted in exption (d):

"Provided that, no amount in respect of repair and
maintenance and depreciation shall be includetienviariable

overhead costs of a factory."

(14) Of Section 16:

@)

(b)

The following Sub-section (2) shall be Subgétl for Sub-

section (2):

“(2) Notwithstanding anything contained in Sub-
section (1), in deducting the expenses allowabtenithat Sub-
section, it shall not exceed Seven percent of tberetiation
base amount of the group of property remaininghatend of

that income year.

Provided that, this limitation shall not apply toetrepair
and maintenance costs incurred by a person prayidin
transport service in overhauling an aircraft in@dance with
the standards fixed by the Civil Aviation Authoriby Nepal.”

The following Sub-section (3) shall be Subgadl for Sub-

section (3):

"(3) Any excess expense or part thereof which i$ no
deductible by virtue of the limit referred to in Isgection (2)
may be added to the depreciation base amount ofribwep of
the concerned property at the beginning of thehfayming
income year".
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(15) Of Section 17:

(@) The following Sub-section (2) shall be Subdétu for Sub-

section (2):

"(2) Notwithstanding anything contained in Sub-sm&tt
(1), in computing the limit of expenses deductibleder that
Sub-section in any income yeatr, it shall not exdeiftgl percent
of the adjusted taxable income earned from all tesses

operated by that person®.

(b) The words "at the beginning of the coming ineoyear” shall
be inserted after the word "capitalization" conéainin the

second line of Sub-section (3).
(16) Of Section 18:

(@ The following Sub-section (2) shall be Subgétu for Sub-

section (2):

"(2) Notwithstanding anything contained in Sub-
section (1), in computing the limit of expenses wetble under
that Sub-section in any income year, it shall nxeed Fifty
percent of the adjusted taxable income earned fialim

businesses operated by that person”.

(b) The words "at the beginning of the coming ineoyear” shall
be inserted after the word "any part" containethia second

line of Sub-section (3).

(17) The words "shall* shall be Substituted for th@d "may" contained

in Sub-section (1) of Section 19.
(18) Of Section 20:
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The following Clause (b) shall be Substitutedthe Clause (b)

contained in Sub-section (1):

"(b) Loss suffered by that person from any bussnasich

was not deducted in the last Seven income years.

Provided that, in the case of the projects which
involve building and operation of public infrasttuces
to be transferred to the Government of Nepal,
powerhouses construction, generation and transonissi
of electricity and petroleum works pursuant to Nepal
Petroleum Act, 2040(--) any loss not deducted m &8st

Twelve income years."

The following Sub-section (2) shall be subg&tl for Sub-

section (2):

"(2) For the purposes of computing the income edine
any person from any investment in any income ysaiGh
person may deduct the loss suffered from any imaest which
was not deducted in that year and for an undeduloesl of
past Seven income years suffered by such persomsfuch or

any other investment.”

The following Sub-section (8) shall be subg&ul after Sub-

section (7):

“(8) Where any person has enjoyed a full or pattal
exemption in relation to the income derived frofwsiness or
investment in any income year, such person shabeaentitled
to carry forward the loss made in such income yeathe

Subsequent income years.”
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(19) The word "private expenses of the naturalpetshall be substituted
for the words "expenses made for" any natural pemtained in the

second line of paragraph Clause (1) of explanatid®ection 21.
(20) Of Section 24

(@) The words "in calculating the income earnedlperson” shall
be substituted for the words "in the calculatiortlof income
earned by the person” contained in Sub-sectiona} the

following Sub-clause (2) shall be substituted fabSlause (2):

"(2) The value of such liability can be ascertained

actually, and"

(b) The following Sub-section (3) shall be substitutied Sub-

section (3):

"(3) Notwithstanding anything contained in Sub-sm&tt
(1), the Department may recognize the accountireciipd by
the NepalRastra Bank, Subject to the NepRhstra Bank Act,
2058(2002) and the banking laws in force, in resédanking

business."

(c) The following Sub-section (4) shall be substitutied Sub-

section (4):

"(4) In calculating a person’'s income earned from a
business or investment on the accrual basis, wihergperson
includes any payment to which the person is edtiblededucts
any payment that the person is obliged to makeaadifference
in the payment received or made by the person scaara
result,inter alia, of a change in exchange rate, the amount of

difference shall be adjusted at the time when paymes
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received or made."

(21) The words "refund of amount” shall be subs¢il for the words
"reimbursement of amount" contained in the secamal df Clause (a)

of Sub-section (1) of Section 25.

(22) The words "money or" contained in the secand of Clause (a) of
Sub-section (1) of Section 27 and the words "maaray" contained in

the same Clause shall be deleted.
(23) The following Section 29 shall be substitutedSection 29:

“29. Indirect payments: In cases where any person derives benefits

indirectly from payments made by the payer or asper
associated with him or specifies another persorreteive
payment, the Department may, by issuing a noticeriting,
treat the person himself deriving such benefitpeafying such

other person as the recipient of payment.”
(24) The following explanation shall be inserted$ection 31:

"Provided that, the payment amount received as@peasation
for the physical damage happened in personal atcuoliea resident
natural person shall not need to be included initltceme and the
treatment cost incurred in the damage from suchadent shall not

be claimed for adjustment into the taxas refetceih Section 51."

(25) The word "seller" contained in Sub-sectioh dB Section 32 shall be

deleted.

(26) The following Sub-clause (2) shall be subséitufor Sub-clause (2) of

Clause (a) of Sub-section (1) of Section 38:
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"(2) Any amount required to be included in the assment of the
income of that person as a result of acquisition thodit

property."”

(27) The word "payment" shall be substituted foe tiwords "amount
Subiject to tax' contained in the proviso to Cla(gef Sub-section (1)

of Section 39.
(28) Of Section 41:

(@) The following Sub-clause (2) shall be Subsegitlfor Sub-clause
(2) of Clause (a):

"(2) In re-disposing that property, the net outgsnmade for
that property until the disposal pursuant to thesti®n

shall be deemed to be equal to the amount receivabl

(b)  The following Sub-clause (2) shall be Subsétufor Sub-clause
(2) of Clause (b):

"(2) In re-disposing that liability, the net incorgis made for
that liability pursuant to Sub-clause (1) until theposal
under this Section shall be deemed to be equahe¢o t

outgoings."

(29) The word "taxable" shall be substituted fos thords "Subject to tax’

contained in Sub-section (2) of Section 45.

(20) The following Sub-section (3) shall be insdredter Sub-section (2) of
Section 50:

"(3) Notwithstanding anything contained in Sub-gw@ts (1) and (2),
a resident widow or widower who has to maintain autsist

dependents shall be treated as spouse.”
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(31) Of Section 54:
(@) Of Sub-section (1):

(1) The words "if distributed” shall be insertedeafthe

words "shareholder” contained in Clause (a).

(2) The following Clause (b) shall be Substituted €lause
(b):

"(b) No tax shall be imposed if other entities make

distribution.”

(b) The following Sub-section (3) shall be Subggd for Sub-

section (3):

"(3) Notwithstanding anything contained in Sub-gw@ct
(1), no tax shall be charged if dividend receiv@dn deduction

of taxunder that Sub-section is distributed".
(c)  Sub-section (4) shall be deleted.
(32) Of Section 57,-

(@) The following Sub-section (l1a) shall be insdrtafter Sub-

section (1) of Section 57:

"(la) For the purposes of computing the changefiyf F
percent or more than Fifty percent ownership of antity as
referred to in Sub-section (1), only the followiogmnership of

that entity shall be included:

(@) The ownership held by a shareholder holding One
percent or more of the total ownership of that

entity, and
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(b) The ownership held by an associated person of
the shareholder who holds more than one percent
of the total ownership of that entity, out of the
shareholders who hold less than one percent of

the total ownership of that entity."

(b) The word and figure and letters "Section 5966t shall be

deleted contained in the Clause (c) of Sub-secfhn

The following Sub-section (1) shall be suhg&d for Sub-section (1)
of Section 58:

"(1) An arrangement made by any entity by maintgrall of

the following conditions shall be treated as amargement made for

reducing dividend tax

(@)

(b)

(©)

(d)

Where that entity has reserved, current or agie

profits,

Where any person who acquires an interesteeéetitity
and the recipient of the interest or his associgerdon
makes any payment to the present or previous
beneficiary of the entity or his associated person
irespective of whether or not it is related to the
acquisition of interest and whether or not paymsnt

made at the time of acquisition of interest,

Where the payment is fully or partly reflected the
profits of that entity,

Where that entity distributes dividends to teeipient of
interest and the dividends fully or partly covereth

profits."
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(34) Of section 59:

(@)

(b)

The following Sub-section (1a) shall be inserafter Sub-

section (1):

"(la) An amount that is up to five percent of a dnel
recoverable loan held in the risk bearing fund bpeason
carrying on banking business Subject to the statsdar
prescribed by the Nep&stara Bank shall be deducted as an
expense. Where the risk bearing fund is so maiathiand the
expenses debited to the profits as a bad debsame shall not
be written off, and where the amount in that fusctapitalized
or profts or dividends are distributed, the santealls be
included in the income of the year in which sucstidbution is

made."

Sub-section (2) and (3) shall be deleted

(35) Of Section 60:

@)

The following Sub-clause (3) shall be inseradigr Sub-clause
(2) of Clause (b) of Sub-section (2):

"(3) Sum total of the following amounts providéakr risk

coverage fund:

(e) Fifty percent of the net premium credited to the

profit and loss statement during the year: and

® One Hundred Fifteen percent of the pending
unsettled pending claims outstanding at the end of

the year.
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Provided that, these amounts that are
shown as expenses during the year as profit shall

be included in the income of subsequent year.

(b)  Sub-section (3) and (4) shall be deleted

(36) Of Section 61

(@)

(b)

The following Sub-clause (2) shall be subsgitutor Sub-clause
(2) of Clause (b) of Sub-section (2):

"(2) The premiums as referred to in Sub-clause{lause

(a) returned to the insured".

The words "shall not be considered as expensdsll be
Substituted for the words "shall be included in &xpenses”

contained in Sub-section (3).

(37) Of Section 63:

(@)

(b)

The following proviso shall be inserted in Sdxtion (1):

"Provided that, the Citizen Investment Fund esséigd
under the Citizen Investment Fund Act, if it intenid maintain
a retirement fund, and the Employee Provident Festdblished
under the Employee Provident Fund Act, 2019 (-#)aperates
a retirement fund, shall not be required to obpEmmission for

such fund."

The phrase " may make a claim for deductionaltulating his
income" shall be Substituted for the phrase "mayena claim

to deduct fromthe income" contained in Sub-sec&n
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The words "mentioned in Sub-section (1) oft®ec2 of Schedule-1"

shall be substituted for the words "applicabledmpanies” contained

in Sub-section (3) of Section 64.

Of Section 65:

@)

(b)

The words "or the retirement payments mad&ayernment of
Nepal' shall be inserted after the words "from thierest"

contained in the second line of Sub-section (Hextion 65.

The following proviso shall be inserted at tead of the

explanation:

"Provided that, the payment made from the non-
contributory fund of the beneficiary shall not bensidered as
benefit received as an interest from the unappraeaement
fund."

The word "employment" shall be Substituted fioe words "such

acts" contained in the first line of Sub-claused®2llause (i) of Sub-

section (6) of Section 67.

The following Clause (b) shall be Substitutied Clause (b) of the

explanation contained in Section 71:

“(b)

"Average rate of tax of Nepal® means the rabebe set by
multiplying with One Hundred the amount to be sgtdividing

the amount of tax payable by a person as refeovad Clause
(a) of Section 3 in any income year by the taxaideme of that
person in that year prior to the adjustment of &rgign taxin

that year.”

The words "Big Taxpayer Office or" shall besérted after the words

"Inland Revenue Office” contained in Sub-sectioyofZSection 72.
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The following Sub-section (1) shall be suhgtd for Sub-section (1)

of Section 74:

"(1) The taxpayer shall performthe duties as nesred in this Act."

The following Sub-section (3) shall be insdrédter Sub-section (2) of

Section 77:

"(3) The Department may prescribe to submit angrmation or

particular or document to be submitted by a peteahe Department

through the electronic medium.”

Of Section 78:

@)

The following Sub-section (1) shall be Subgétl for Sub-

section (1):

(1) The Department shall issue an identity nundadled
as permanent accounts number to any person foopegof

identifying that person, Subject to this Act.

Provided that, a body having obtained approval frioen
Department may give such permanent accounts nuitoper
fulfiing the procedures referred to in this Actaxpayer
receiving permanent accounts number shall not masuch
manner, the transaction of export and import ught® period

specified by the Department.

(46) Of Section 78:

(@) The following Sub-section (3) shall be Suhgé&td for Sub-

section (3):
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(3) Department may specify the circumstancesra/aay
person has to show or mention his/her permanenouaxc

number.

The following Sub-sections (4) and (5) shall beeited after
Sub-section (3):

“(4) Notwithstanding anything contained in Sub-s@&utt
(1), any person specified pursuant to Sub-sect@®nshall
obtain the permanent accounts number prior to doing

transactions.

(5) Notwithstanding anything contained in Sub-s@&tti
(), (2), (3) or 4, no one shall be released framliability of tax
by the reason that he has not obtained the permaicenunts

number.”

Of Section 81:

@)

(b)

The words “at least” contained in Sub-sec{@nof Section 81

shall be deleted.

The following Sub-section (4) shall be insertedeafSub-

section (3):

"(4) The Department provides approval to maintain
documents through electronic medium which are to be

maintained pursuant to Sub-section (1)."

The words “The Department may prescribe to thaytax, to be
so paid, also through the electronic medium.” wosthall be
inserted after the word "to be so paid" of the Selbtion (1) Of
Section 85:
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The word "service charge, commission or saleus and” shall

be Substituted for the words "in making paymenvisercharge

and if that person is an approved retirement fuady"

contained in Sub-section (1), and the followingyiso shall be

Substituted for the proviso to that Sub-section:

Provided that, tax shall be withheld at the follogvirate

fromthe following payment:

)

)

)

(4)

)

In the case of the retirement payment madéby t
Government of Nepal or by the approved
retirement fund, at the Rate of Five percent from
the benefits calculated pursuant to Clause (b) of
Sub-section (1) of Section 65,

In the case of the commission paid by a rediden
employer company to a non-resident person, at the

rate of Five percent,

In the case of payment of amount for aircredisle,

at the rate of ten percent.

In case of service provider resident person who
are registered in the Value Add Tax, on the
payment of service charge, at the rate of One point

Five (One and half) percent of the paid amount.”

In the case of the rent paid by a residentqers

having source in Nepal, at the rate of Ten percent,
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(6) In the case of a person receiving profit andddie
from the trade under commodity by future market,

at the rate of Ten percent.

The following Sub-section (2) shall be subgatl for Sub-

section (2):

"(2) A resident person shall, in making the follogi
payments having source in Nepal, withhold tax &t ftllowing

rate:

@) In making payment of dividends, Five percent of

the payment amount,

(b) In making payment of investment insurance

benefits, Five percent of the payment amount,

(c) In making payment of benefts from an
unapproved retirement fund, Ten percent of the

amount of benefits".

The following Sub-section (3) shall be Subgs&dl for Sub-

section (3):

"(3) Notwithstanding anything contained in Sub-smtt
(1), in making payment of interest or of an amoiarthe form of
interest as follows by a resident bank, finanawsititution or
any other entity issuing bonds or a company reggsiteinder
the laws in force to any individual for depositsonils,
debentures and governmental bonds, tax shall bl from

the total amount of payment at the rate of Fiveeet:

(@  Which has source in Nepal, and
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(b) Which is not related with the operation of

business."

(d) of Sub-section (4):

)

)

(50)

The following Clauses (al) shall be insertéiéreClause (a) of
Sub-section (4):

"(al) Payment for an article published in a newspand for

preparing question papers and examining answerdbok

The following Clause (d), (e) and (f) shall beserted after

Clause (c) of Sub-section (4):

"(d)

€)

(f)

The interregional interchange fee paid to akbasuing

credit card."

Any interest or fee paid by the Governmentiepal to a
foreign government or a foreign organization purgua
an agreement between Government of Nepal and foreig
government or Government of Nepal and International

Organization."

Payment of interest, Ten Thousand Rupees imllS
Finance Institution basis on rural community, Rural
Development Bank, Postal Saving Bank and collected
deposit income in finance pursuant to Sub-seci®)rof{
Section 11 of this Act. "

The following Section (88A) shall be inserted afferction (88):

“88A. Withholding tax in windfall income: In a payment of

windfall income tax shall be levied at the rateTefenty

Five percent.
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Provided that, Government of Nepal may provide
exemption in the windfall income by publishing a
Notification in the Nepal Gazette on the national o
international awards received for contributing inet
sector of literature, art, culture, sports, jousTtal

science, technology and public administration.”

(51) of section 89.

(@)

(b)

The following Sub-section (1) shall be Sutwd&d for
Sub-section (1):

‘(1) In making payment of a sum exceeding Fifty
Thousand Rupees for payment of contraction or ecitr
to a resident person it shall be withhold tax &t ridte of

one and half percent of the total amount of payrhent

The following Sub-clause (a), (b), (c) and &hall be
substituted for Sub-clause (a) and (b) of Sub-sad):

“(@) Relating to service contraction or contra¢en

percent.

(b)  Aircraft maintenance and other contraction

or contract- Five percent.

(c) In making payment of premium to non-
resident insurance company- one and half

percent.

(d) Except as mentioned herein above, where
the Department has given a notice to
resident person in writing, at the rate
specified in that notice.”
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(c) The following explanation shall be inserted time
Section 89:

"Explanation: For the purpose of this Section
"contraction or contract” means a contract or agesd
concluded to supply goods or labour or construgtion
fixation or establishment of tangible property trusture

and any act prescribed by the Department as a
contraction or contract as well as it shall inclddde
payment made for a service rendered in case sutltse

is being included by the contraction or contracthe

course of construction or taxation or establishnient

(52) The following Section 89A. Shall be inserted aferction 89:

“89A. Tax_withholding in_the benefit received from disposl of

interest by the resident organization Except the resident

organization engaged in the share transaction upgstering
itself pursuant to the prevailing law in any ye#ira person
receives any benefit from the disposal of an irdgeref a
resident organization, such a person shall withhakl as

following, in the benefit computed pursuant to $aTtB7:

(@) In the case of benefit received fromthe disgho$
the interest of an organization which is listedhe
security market, by the organization which acts as
a security exchange market, at the rate of Fifteen

percent of profit amount.

(b) In the case of benefit received fromthe disgpo$
the interest of an organization which is not listed

in the security market, by the organization of
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whose interest was disposed, at the rate of Fifteen

percent of profit amount.”

(53) The following Section 89B. Shall be insertdigtiaSection 89A:

“89B. Withholding of tax in capital gain In a case, where a natural

person has made any capital gain fromthe dispafssabuilding
(House) or building and land, the Land Revenuec@fghall

withhold the following tax at the time of registicat:

(@ If the non-commercial taxable property (buigliror
building and land) so disposed was in his/her oshigr

since more than Five years at the rate of Fiveqrdrc

(b) If the non-commercial taxable property (bunlgli or
building and land) so disposed was in his/her oshipr

since less than Five years at the rate of Ten pérce

(54) Of Section 90:

@)

(b)

The following Sub-section (1) shall be Subdéth for Sub-

section (1):

"(1) Each person who is obliged to withhold tax as
Submit to the Department a statement in such modef@amat
as specified by the Department within Fifteen dayier the

expiration of each month."

The phrase "in the following conditions, thegmn Subject to
tax withholding" shall be Substituted for the phled4sn cases
where the person withholding tax does not withhaigay tax
as follows, both the person Subject to tax withingd

contained in Sub-section (5).
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(c) The following Sub-section (8) shall be inser&dtkr Section (7):

"(8) In case a person does file details or pays tax
pursuant to Sub-section (1) or (2) or if the Demaerit is
convinced that there is a situation of Sub-secg®)nn relation
to a person, it may issue an order to submit theusunis not
submitted or less amount submitted and interes¢fasred to in
Section 119. Provided that, before issuing suchoater, a
Fifteen days written notice along with reasons ¢bé&rshall be

iIssued for defense enclosing the evidence and proof

(55) Of Sub-section (1) of Section 92:

(@ The word "Payment for benefit and Payment pe&rsonal
accident" shall be substituted for the words "Paymef
benefit" contained in Sub-clause (c) of Sub-secti{@h of
Section 67.

(b)  The following Clause (e) shall be substitutedGlause (e):

"(e) Interest as follows paid by a bank, finantiakitution or
any other entity issuing bonds or a company ermliste
pursuant to the laws in force, as mentioned in Sub-

section (3) of Section 88:

(1) Which has source in Nepal and which is not
related with the operation of business and paid to

an individual.

(2) Which is paid to an institution entitled to tax

exemption pursuant to Clause (d) of Section 2."

(c) The following Clauses (g) and (h) shall be ime@ after Clause
(f):
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"(g) Payment for meeting allowance and part-tieeching."

"(h) Retirement payment made by the Governmentegfallor

approved retirement fund or un-approved retirenfignd

including all types of retirement payments."

(56) Of Section 94:

(@ The following Sub-section (1) shall be subgé&th for Sub-

section (1):

"(1) A person who has or will have assessable ircom

in any income year from any business or investrhastto pay

taxin Three installments as follows:

Date on which payment has to

be made

By the end ofPoush (mid January)

By the end ofChaitra (mid April)

By the end ofAshad (mid July)

Amount to be paid

Amount of due and payable tax out of

Forty percent of the estimated tax

Amount of due and payable tax out of

Seventy percent of the estimated tax

Amount of due and payable tax out of

Hundred percent of the estimated tax

Explanation: For the purposes of this Sub-section,-

(@) "Estimated tax'

means the estimated tax in

installment computed by any person liable to pay

tax in installment pursuant to Section 95 at theti

when the installment taxis to be paid in any year.
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"Due and payable tax' means the amount that

remains shortfall after Subtracting the following

total sum from the amount to be set by the

percentage prescribed for payment of estimated tax

in installments under this Sub-section:

1)

)

3)

(4)

The amount of tax paid in that income year
by a prior installment pursuant to this
Section before the date on which the

installment in question is to be paid,

The amount of tax deducted from the
payments to be included in computing the
income of any person in any income year
pursuant to Chapter-17 before the date on
which the installment in question is to be

paid in that year,

In cases where the agent withholding taxor
the person Subject to tax withholding pays
to the Department the amount of tax deemed
to be withheld from the payment referred to
in Clause (2) pursuant to Sub-section (3) of
Section 90 in that year before the date on
which the installment is to be paid, such

amount of tax, and

The amount of tax adjustment for medical
treatment expenses which that person may
claim pursuant to Section 51 in respect of

the accepted medical treatment expenses
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incurred by that person before the date on

which the installment is to be paid."

The following words Sub-section (2) shall bébStituted for the
Sub-section (2)."

(2) Notwithstanding anything contained in sub-s&tti
(1), in cases where the amount of installment tpdid pursuant
to that sub-section is less than Five Thousand &sijpsmount

of such installment need not to be paid.

Of Section 95:

@)

(b)

The words "by the Department” shall be insertdtbr the

words "may be prescribed" contained in Sub-sedtign

The words "or where it is so specified pursu@nSub-section
(6) that any person is not required to Submit anmrage to pay

installment of tax' contained in Sub-section (7akhe deleted.

Of Sub-section (2) of Section 96:

@)
(b)

Sub-clauses (4) and (5) of Clause (a) shaldieted.

Sub-clause (1) of Clause (c) shall be deleted.

Of Section 97:

(@)

(b)

The words "except where the Department issuedtan order
or issues order by publishing a public notice" bHz
Substituted for the words "except where the Depamtnssues

a written order" contained at the beginning.

The word "or" contained at the end of Clausg gball be

deleted.
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(c) The words “natural person or” shall be Subséitl for the

words “natural person” contained at the end of &&a(c).
(d) The following Clause (d) shall be inserted e@ause (c):

"(d) If the motor vehicle owner making payment aixt
pursuant to Sub-section (11) of Section 1 of Sclheedus

an individual, such individual."

The following Sub-section (2) shall be Suhgtd for Sub-section (2)
of Section 100:

"(2) Notwithstanding anything contained in Sub-sati(1), in
the circumstances mentioned in Sub-section (5)exti®n 96, the
Department may, base on the amounts mentionedbrctuses (1),
(2), and (3) of Clause (a) of Sub-section (2) ottiee 96, for any
income year or any part of that year, assess theftaat person in a

justifiable manner."

The word "Fifteen" shall be Substituted forethvord "Seven"

contained in the fourth line of Sub-section (6ettion 101.

The word "Department" shall be Substituted fbe words "Tax

Department" contained in Section 106.
The following Section 110A. shall be insertdter Section 110:

“110A. Realization of tax by installment:Where any person makes a
written request for payment of his tax arrearsristallment prior
to institution of case pursuant to Section 111, Tlae Officer
may give permission to pay the same by installmeittiin a

reasonable period of time as specified by the Taxed.”
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(64) The following Sub-section (3) shall be suhd#ad for Sub-section (3)
of Section 113:

“(3) If any person makes an application to the D&pent, as
prescribed, for the refund of the amount pursuandub-section (1),
such refund shall be made within Sixxy days aftex date on which

such application is made.”

(65) of Sub-section (1) of Section 114.
(@) The following Clauses (al) shall be insertitdraClause (a):

"(@l) The decision or order made pursuant to Subicse (8)

of Section 90.

(b) The words "assessment of expenses incurrad auction sale
as referred to in Sub-section (5) of Section 10lldbe inserted
after the words "assessment of tax' contained aus® (e) of

Sub-section (1) of Section 114.

(66) of Section 115:

(@) The word “total amount in case of undisputedatad One Third
in case of disputed tax’ shall be Substituted ferwords “Fifty

percent of taxto be paid” contained in Sub-secf&)n

(b) The word "Sixty" shall be Substituted for therd "Ninety"

contained in Sub-section (8).

(67) Of Section 117:
(@) The following Sub-section (1) shall be Subs#étl for Sub-

section (1):

"(1) If any person does not do the followings, swch

person shall be imposed fees as follows -
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(@ In case income details of any income year ate n
submitted pursuant to Sub-section (1) of Section
95, at the rate of Two Thousand Rupees for each

detail.

(b) In case income details of any income year ate n
submitted pursuant to Sub-section (1) of Section
96, at the rate of One Hundred Rupees per month,
to a person as referred to in Sub-section (4) of
Section 4 of the Act and an amount which is
higher out of an amount, calculated in a case of
other person at the rate of 0.1 percent per annual
on the computable amount without deducting any
amount where one may deduct such an amount in
computing the income in that income year and
including such an amount which is to be included
on it or at the rate of One Hundred Rupees per

month, higher in those items."

(b)  The following Sub-section (2) shall be SubstitutedSub-
Section (2) :

(2) If any person does not maintain the documeedsiired to
be maintained in any income year pursuant to Se@lg a fee in a sum
to be set by one and a half percent per year oais®ssable income
drawn out without deducting any amount, if any ttten be deducted
and by including any amount, if any, that has toilmduded in
computing the income of any income year for eacintin@nd portion
of the month or a sum set by one Thousand Rupeesnpeth,

whichever is higher, shall be imposed on such ager

The following Section 118 shall be SubstitutedSection 118:
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Interest to be charged where the person makg payment in

installments makes lesser payment of estimated taxl) In

cases where, in the case of the amount of instatllbeebe paid

by any person under Section 94 in any income ykaramount

mentioned in Clause (b) is more than the amountioeed in

Clause (@), interest shall be charged on such sxaesmunt

pursuant to Sub-section (2):

(s)

(t)

Amount of each installment paid by that person in

any income year,

Eighty percent of the estimated or revised
estimated amount of total amount payable by
installments for each installment period in that
income year if such estimate or revised estimate is
correct and, if such estimated or revised estimated
amount is not correct, that of such amount, of the
total amount of tax to be paid by any person
referred to in Clauses (a) and (b) of Section 3sas
to be paid in installment for each installment péri

in any income year.

(2) Aninterest to be set by the normal rate tdénest, for

each month and portion of the month, from the date dor

payment of the installment in that year to theoWwlhg period

shall be imposed on the person referred to in Sadbiesn (1):

(@)

In the case of a person in respect of whonstax
be assessed under Sub-section (1) of Section 99,

until the date for Submission of the income return,

554



www.lawcommission.gov.np

(b) In the case of a person in respect of whom the
Department has made revised tax assessment for
the first time under Section 101 because of failure
to make tax assessment under Sub-section (1) of
Section 99, until the date on which a notice ottha
revised tax assessment is delivered pursuant to
Section 102.

Explanation: For the purposes of this Section,

"amount payable by installment” means the

amount of installments calculated pursuant to Sub-
section (1) of Section 94 in the case of a taxpaye

who fails to Submit a revised estimate once an
estimate has been Submitted and in respect of
whom the Department has made estimate pursuant
to Sub-section (7) of Section 95 because of his
faillure to Submit an estimate and calculated

pursuant to Sub-section (5) of Section 95 in the
case of a taxpayer Submits a revised estimate and
in respect of whom the Department has made
estimate pursuant to Sub-section (7) of Section 95
because of being unsatisfied with the Submitted

estimate or revised estimated."
(69) The following Section 119A. shall be insertafler Section 119.:

“119A. Fees to be chargedxcept as otherwise provided in this Act, a

person who fails to observe any provision of thist Ar the
Rules framed hereunder shall be liable to pay ézpsvalent to

the fine specified pursuant to Section 128.”

(70) The following Section 136A. shall be insertdter Section 136:
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“136A. Provision of awarded In case someone avoids or attempts to

avoid the tax liability as a whole or in part arffdsomeone
informs the same along with evidence such a pessal may
be awarded equal to Twenty percent of the amounhefax
assessable fromthe evidence submitted by suchhsapeut of

the taxamount recovered on the basis of suchrEbon.
(71) Repeal: Section 3A and 66 shall be deleted.

(72) Amendment to Schedule-1

(1) Of Section 1:

(@ The following Sub-section (1), (2), (3), (4),(6) and (7)
shall be substituted for Sub-section (1), (2),@),(5), (6)
and (7):

"(1) Taxshallbe levied at the following rate thre
taxable income of any resident natural person g an
income year, subject to Sub-sections (2) and (4hisf
Schedule:-

(@) For the taxable income not exceeding One
Hundred Sixty Thousand Rupees on

employment, at the rate of One percent tax.

Provided that, in the case of taxpayer
of a sole registered firm such One percent

taxshall not be levied.

(b)  Where the taxable income is more than One
Hundred Sixty Thousand Rupees but less
than Two Hundred Sixty Thousand Rupees,
pursuant to Clause (a), One Thousand Six
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Hundred Rupees for upto One Hundred
Sixty Thousand Rupees and at the rate of
Fifteen percent if the taxable income is more

than One Hundred Sixty Thousand Rupees.

(c) Where the taxable income is more than Two
Hundred Sixty Thousand Rupees, pursuant
to Clause (b), Sixeen Thousand Rupees for
upto Two Hundred Sixty Thousand Rupees
and at the rate of Twenty Five percent if the
taxable income is more than Hundred Sixty

Thousand Rupees.

(2) Taxshallbe levied by the following rates on
the taxable income of any spouse making a choice
pursuant to Section 50 in any income year, suliect

sub-sections (4) of this Schedule:-

(@) One percent tax shall be levied on the
taxable income on employment not

exceeding Two Hundred Thousand Rupees.

Provided that, in the case of taxpayer
of a sole registered firm such One percent

taxshall not be levied.

(b) Where the taxable income is more than Two
Hundred Thousand Rupees but less than
Three Hundred Sixty Thousand Rupees,
pursuant to Clause (a), Two Hundred
Thousand Rupees for upto Two Thousand

Rupees and at the rate of Fifteen percent if
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the taxable income is more than Two

Hundred Sixty Thousand Rupees.

Where the taxable income is more than
Three Hundred Thousand Rupees,
pursuant to Clause (b), seventeen
Thousand Rupees for upto Three Hundred
Thousand Rupees and at the rate of Twenty
Five percent if the taxable income is more

than Three Hundred Thousand Rupees.

(3) The provision contained in sub-section (4) of

this Schedule shall apply in the following circuaistes :-

(@)

(b)

In the case of a resident natural person,
where the income is more than One
Hundred Sixty Thousand Rupees in any
income year or in the case of a resident
spouse who has not made a choice
pursuant to Section 50, where the income is
more than Two Hundred Thousand Rupees

iIn any income year, and

Where the net profit derived from the
disposal of non-business taxable property
IS included in the computation of the
income and corresponding taxable income

of that natural person or spouse.

(4) Taxshall be levied by the following rate oreth

following person, subject to sub-section (3) ofsthi

Schedule:-

558



(@)

(b)

www.lawcommission.gov.np

Tax shall be levied by the rate referred to in

sub-section (1) or (2) of this Schedule on

the amount whichever is higher out of the

following amounts, as if only it were the

taxable income of that natural person or

spouse:-

1)

)

The amount remaining balance after
subtracting the amount of profit from
the total taxable income of that

natural person or spouse, or

One Hundred Sixy Thousand
Rupees, in the case of a natural
person, or Two Hundred Thousand

Rupees, in the case of a spouse.

Tax shall be levied by ten percent on the

remaining amount of the taxable income.

Provided that,

@)

)

Tax shall be levied by Five percent
on Disposal of non-business taxable
property (land and building and land)
on more than Five years of

ownership.

Taxshall be levied by Ten percent on
Disposal of non-business taxable
property (land and building and land)

on less than Five years of ownership.
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(5) For the individuals working in the remote
areas specified by the Government of Nepal, a noamim
sum of Thirty Thousand Rupees shall, for the remote
allowance, be deducted from the taxable income, as
prescribed, and the tax shall then be calculatedhen

remaining amount only, in accordance with this Bect

(6) For the employee working in the abroad
based diplomatic missions of the State of NepaleSgy
Five percent amount of their abroad allowance siall
deducted from the taxable income, and the tax sheu
be calculated on the remaining amount only, in

accordance with this Section."

(7) The amount of tax pursuant to sub-section

(4) of Section 4 of this Act shall be as follows:-

€)) In the case of a natural person carrying on a
business in the municipal corporation or
sub-municipal corporation area, Five

Thousand Rupees,

(b) In the case of a natural person carrying on a
business in the municipal area, Two

Thousand Five Hundred Rupees,

(© In the case of a natural person carrying on a
business in any other place, One Thousand

Five Hundred Rupees."

(b)  The following Sub-section (10), (11),(12),(18%) and (15)

shall be inserted after Sub-section (9):
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“(10) Notwithstanding anything contained
elsewhere in this Section, where any resident atur
person is the disabled, additional Fifty percenttlod
amount mentioned in Clause (a) of Sub-section df) f
such individual and in Clause (a) of Sub-sectionfq2
spouse shall be deducted from the taxable incomg, a
the tax shall then be calculated on the remainimguant

only, in accordance with this Section.”

(11) Notwithstanding  anything contained
elsewhere in this Section, if resident natural pers a
woman whose taxable income mentioned in labourhsuc
person shall be exempt Ten percent from the taxable

amount."

(12) Notwithstanding anything contained
elsewhere in this Section, where any resident idd&l
has procured an insurance business, the amoumt$eto
by investment insurance or Twenty Thousand Rupees,
whichever is lesser, out of the premium paid far stame,
shall be deducted from the taxable income, andtake
shall then be calculated on the remaining amouiyt, @an

accordance with this Section.

(13) Notwithstanding  anything contained
elsewhere in this Section, the owners of vehicleshme
shall pay annual taxat the following rates. If tvener of
vehicle is an individual, the tax so paid shalffibal and

binding.
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Category of vehicles Annual tax payable
per vehicle
(@) Mini-bus, mini-truck, truck and bus Rs. 1,500/-
(b) Car, jeep, van and microbus Rs.1,200/-
(c) Three wheeler, auto-rickshaw, tempo Rs. 850/-
(d) Tractor and power tiller Rs. 750/-

(14) Notwithstanding  anything  contained
elsewhere in this Section, if an individual is yudingaged
in the operation of a special industry mentioned in
Section 11 of this Act throughout any year, in a&ting
tax pursuant to this Section, tax shall be charggd
Twenty percent of the taxable income, instead oty

Five percent thereof.

(15) Taxshall be charged by Twenty percent of the
taxable income earned by any natural person frgomex

In any income year."

of Section (2):

(@) The words “cigarett&idi, cigar, chewing tobacc&haini,
liquors, beer” shall be inserted after the wordsdny income

year” contained in Sub-section (2).

(b)  The following Clause (b) shall be substitufedClause (b) of
Sub-section (3):

"(b) In cases where the entity,
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(1) Builds and operates any road, bridge, tunnel,
ropeway or sky-bridge, or

(2) Operates any trolley bus or tram, or"

(3) Any co-operative so transacting except the co-
operatives which is registered pursuant to Co-
operatives Act, 2048 and enjoying tax exemption in

its transaction.

The following Sub-section (3a) shall be insdrtafter Sub-

section (3):

"(3a) Tax shall be levied by twenty percent on the
taxable income earned by any entity, through itsirs® in

Nepal, from exports in any income year."

The following Sub-section (5) shall be subg&tl for Sub-

section (5):

"(5) Tax shall be levied, pursuant to Sub-sectigh)s
and (4) of Section 1 of this Schedule, on the txaizome of a
trust acquiring or looking after the property bedorg to any
deceased resident person or of a disabled resimeiidual in
any income year as if the one who acquires or latex or that

trust money or trust resident were an individual."

The word "Five" shall be Substituted for "Tesf'Sub-section
Q):

The following Sub-section (7) shall be substi#d for Sub-

section (7):
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“(7) Tax shall be levied by Five percent on theata®
income of any non-resident person in relation te icome

referred to in Section 70 in any income year.

Provided that, in the case of a non-resident person
providing telecommunication, air transport or watemsport
service, which does not so depart fromthe Statdepfal that it
has destination in a foreign country, tax shalldged by two

percent."

(33) Amendment of Industrial Enterprises Act, 2049 (1992: (1) Clauses
(@) of Section 15 of the Industrial Enterprises ,A€49 (1992) shall be
deleted.

(34) Prevalence of Amendment and appealNotwithstanding anything

contained in the prevailing laws, the provisioneaded and repealed
(deleted) of this Act shall be amended and repeajeid fiscal year
2066/067 and after the expiry of that period, spdvisions shallpso

facto deemto be received.

Financial Act, 2067 (2011)

Date of Authentication and the Publication

2067.11.03 (15 Feb.2011)

An Act Made to Implement Proposals Relating to Finace of the

Government of Nepal

Preamble: Whereas, it is expedient to levy some charges stadeties,

cesses and fees, continue or alter the existing @mel also to amend the
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laws in force relating to revenue administrationoirder to implement the

proposals relating to finance of the Governmeritigbal;

Now, therefore, be it enacted by the Constitutiasembly pursuant
to Sub-articles (1) of Article 83 of Interim Cortsition of Nepal,2063 (2007).

1. Short title and commencement(l) This Act may be called the
“Financial Act, 2067 (2011)."

(2) This Act shall come into force immediately.

33. Amendment to the Income Tax Act, 2058 (2002)0Of the
Income TaxAct, 2058(2002):-

(1) Of Section 2:
(@) The following Clause (h) shall be substituted fétauSe (h):

“(h) "Income" means the income earned by any perso
from employment, profession, investment or
windfall gain and the total amount of that income

calculated under this Act.”

(b) The following Clause (h1) shall be inserteceaftlause
(h):

“(hl) "Windfall gain" means lottery, gift, prizdhaksis,
award for wining (jitauri) and any other types

windfall gains.”

(c) The following Sub-clause (2) shall be substituidSub-clause (2)

of Clause (n) :

(2) The amount payable by the person withholding

advance tax or the person subject to tax

565



www.lawcommission.gov.np

withholding under Section 90 or the amount
payable by the person making payment in
installment under section 94 or the amount of
advance tax payable by the person making
payment under section 95A or the amount payable
after the assessment of tax under Sections 99, 100
and 101,

(d) The following Clause (p1) shall be inserted aftwuSe (p):

“(pl1) “turn-over’ means a turn-over equivalent twet

total amount to be included under Section 7,8 or 9
for purposes of computing the income of a

business or investment in any income year”.

(e) OfClause (r):

)

(n

The following Sub-clause (r) shall be subsault

for Sub-clause (r) :

"Non-occupational taxable assets" means any
land, building and interest or security in any gnti

except the following properties:

(1) Occupational assets, depreciable assets or

stocks-in-trade,

(20 A private buiding owned by a natural

person in the following situation,-

(@) Being under ownership for a
continuous period of Ten years or

more, and
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(b) Where that person has resided for a
total period of Ten years or more

continuously or at several times.

A benefit of any beneficiary held in the

retirement fund”,

A private buiding belonging to and
disposed of by any natural person for a

value less than Tree milion Rupees, or

Explanation: for the propose of this Sub-
clause "private building" means building
and area of land covered equal to the
building or oneropany land , among them

which is less.

An asset disposed of by way of transfer in
any manner other than the purchase and

sale within three generations.

® The following Clause (s) shall be substituted €lause (s):

“(s)

"Organization entitled to enjoy exemption" mesa

the following entity:

)

Any of the following entities registered in
the Department as an entity enjoying tax

exemption:

(@) A social, religious, educational or
benevolent organization of public
nature established with non-profit
motive,
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(b) An amateur sports organization so
formed with a view to promoting
social or sports related facilities that
the organization or its member does

not derive profits,

A political party registered in the Election

Commission,

Village Development Committee, Municipality

or District Development Committee,

Provided that, in cases where any
person has derived any benefit from the
property of that organization and the
monies obtained from that organization
except in making payment for the property
or the service rendered by any person to
that organization or in discharging
functions in consonance with the objective
of the organization entitled to exemption, tax
exemption shall not be granted to such

organization."

The figures and letters "Sub-'clause (1), @).and (4)"

shall be substituted for the figures and lettersibS
‘clause (1), (2) and (3)" contained in Sub-clauSeof

Clause (X).

The following Sub-clauses (1) and (2) shall be
Substituted for Sub-clauses (1) and (2) of Claasig: (
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“(1) Payment for having acquired the right to estra
water, minerals or other living and non-living

resources fromthe earth, or

(20 Amounts calculated based on the quantity or
value of living or non-living resources of the
natural resources and minerals extracted fully or

partly fromthe earth”.

The following Clause (af) shall be Substitutied Clause
(af):

"(af) "Rent" means all payments including a premium
received for the house rent as well as for thedeas

of a tangible property.

Provided that, this term does not include

any payment made for natural resources”.

The following Clause (ab) shall be substitutedClause
(ab):

“(ab) "Investment" means the act of holding onenore
properties or investing such properties, except

with the followings:

(1) Holding any property used by the owner

thereof in personal use, or
2 Employment or occupation.

Provided that, holding non-business
taxable property shall be deemed as

investment.”
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Of Clause (ae):

(1) Thewords" in respect of any income year"
contained in the first sentence of paragraph (b) of
Sub-clause (1) shall be deleted.

(2) The word "or" shall be inserted at the end of

paragraph (b) of Sub-clause (3).

(3) The word "or" shall be inserted at the engarfa
(a) of Sub-clause (4).

(4) The following Sub-clause (4a) shall be inserted

after Sub-clause (4):
"(4a) Government of Nepal,"

(5) The word "or" shall be Substituted for the word
"and" contained in the second sentence of Sub-

clause (6).

The words "exemption, premium under loan ligygilshall
be Substituted for the word "premium” containedhie

first sentence of paragraph (2) of Sub-clause (ai).

The words "sold or" contained in Clause (ajplkbe
deleted.

The following Clause (anl) shall be insertederaft

Clause (an):

“(anl) "Electronic medium" means the computer, f&x
malil, internet, electronic cash machine, fiscal
printer and other approved medium as specified

the Department”.
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(0) The figure and letters "Sub-clause (5)" sha# b
Substituted for the figure and letters "Sub-clay$g

contained in the second sentence of Clause (ao).

(p) The following Clause (atl) shall be insertettaClause

(at):

“(atl) "adjusted taxable income" means taxable ineo
calculated without deducting any amounts as
referred to in Section 12 and without deducting
any amount under Sub-section (2) of Section 14,
Section 17 or 18, while calculating the taxable

income of any person in any income year.”

(@) The words "Ten percent" shall be substituted tfoe
words "Fifteen percent” contained in Clause (aw) of

Section 2.

(9 The words "related with the work" containedQfause
(aab) shall be deleted, and the words "as refewei
Clause (y)" shall be inserted the words "any ehtity

contained in that Clause.

(2) Ofsection 4:

(@) The following Sub-section (I) shall be subdsa for Sub-

section (1):

“(1) The amount of tax required to be paid by argrson
referred to in Section 3 for any income year sihalequal
to the total amount of tax required to be paid ligts
person in capacity of anyone or more than one perso

mentioned in Clauses (a), (b) and (c) of the Sactio
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(b)  The words "or both Sections"” shall be inseréér the figure

"Section 51 or 71" as contained in Sub-section (2).

(c) The following Clause (c) shall be Substituted €lause (c) of
Sub-section (3):

“(c) The employer has made a claim only for theuathpent of
tax on medical expenses paid by him/her and for
Subtraction of retirement contribution paid by the
employer him/herself and not claimed for Subtractod

expenses for donation as referred to in Sectich 12.
(d)  Of Sub-section (4):

(1) The following Clause (al) shall be inserteceafflause

(a):

“(@l) Having not claimed for adjustment of tax for
medical expenses under Section 51 and for

advance taxdeduction under Section 93.”

(2) The following Clause (b) shall be substituted Clause
(b):

“(b) The income earned from the business and the
turnover of the business do not exceed One
Hundred Fifty Thousand Rupees and One Million

Five Hundred Thousand Rupees, respectively."

() The figures and letters "Section 87, 88 and 88all be
substituted for the figure and letters "Section 88htained in

the fourth line of Sub-section (6).
(3) Of Section (5):
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(@ The words "or both Sections"” shall be insedaédr the words
contained in the third line of paragraph "Sectidhdr 63"

contained in Section 5.

(b) The words "and" shall be deleted contained nd @f Sub-

clause (b) of section (5).
(c) The following Clause (d) shall be inserted afteauSk (c):
"(d) windfall gain®

The words "or both Sections" shall be inserafter the words

"Section 11 or 64" contained in the proviso to Glaib) of Section 6.

The words "shall be income" shall be Substdufier the words "shall

be computed in the income" contained in Sub-sedfipof Section 7.

The words "shall be" shall be substituted For Wwords "computed as

the income” contained in Sub-section (1) of Secfion

The following Sub-Clause (4) shall be inser&der Sub-Clause (3) of
Clause (3) in Section 10:

(4)  Any kind of income earned by Security BoardNepal in

consonance with its purpose.
The following Clause (i) shall be inserted afidause (h) in Section 10:
() Any kind of income of Government of Nepal.
Of Section 11:

(@) The following Sub-section (2) shall be Subg#étl Sub-section
(2):
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“(2) No tax shall be levied on the income of a
cooperative organization and saving and credit eoaive
organization or institution based in rural commigsif which has
been registered and operated under the Cooperatioe22048
(1991) and which carries on agricultural and forésised
industries such as professional forest related rprises
inclusive of sericulture and silk production, houtiiure and
fruits processing, animal husbandry, dairy indusippultry
farming, fishery, tea gardening and processingfeeofarming
and processing, herbiculture and herb processiegetable
seeds farming, bee keeping, honey production, nufameing,
leasehold forestry, agro-forestry etc., cold steragtablished
for the storage of vegetables, agro-seeds, aniread,f
pesticides, fertilizers and agricultural inputs c@pt those
operated with mechanical power). No tax shall &lsdevied on

the dividends distributed by such organizatiomstitution.”

Explanation: The term “provision for this section rural

community” means any area, other the municipal amea the

VDC adjoining such area.

(b) The words "from a special industry and infotiowa technology
industries" shall be Substituted for the words tifra special
industry” contained in Sub-section (3) of Sectidnahd The
following Clause (a) and (b) shall be substituted €lause

(a) and (b) of same Sub-section:

(a) If the special industry and information technology
industries give direct employment to Three Hundosed
more Nepalese citizens throughout the year, Ninety

percent, If the special industry gives direct exgpient
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to One Thousand and Two hundred or more Nepalese
citizens throughout the year, Eighty percent & thte

of tax on the income of that year and; if the saleci
industry give direct employment to at least Thiftyree
percent for womengalit or disable persons including
One Hundred or more Nepalese citizens throughoait th

year, Eighty percent,

If a special industry has been operated in temo
undeveloped and underdeveloped areas, respectively
Fifty, Seventy and Seventy-Five percent of the tax
leviable on income of the years for Ten income gear
including the income year in which such an industry

started operating.

The following Sub-sections (3a), (3b), (3¢3d), (3e), (3f), (39),
(3h), (3i), and (3)) shall be inserted after Sizion (3):

“(3a) Exemption or concessions regarding incomdda

industries established at specified economic zome tax on

dividend distributed by them shall be follows :-

(@ In case the industry is established at special
economic zone situated &imali districts or at
any hilly districts notified by Government of
Nepal, the industry shall availl an income tax
exemption for Ten years from the commencement
of the business of the industry and Fifty percent

of income taxin the upcoming income year.

(b) Any industry established at any other special

economic zone shall avail tax exemption for Five
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years from the commencement of the business of
the industry and half of the income taxto be ldvie

on it for the income years thereatfter.

(c) The above industries established at any speci
economic zone shall avail tax exemption on
dividend distributed for Five years from the
commencement of the business. After expiry of the
Five years, for a maximum period of Three years a
tax concession of Fifty percent of the tax rate

applicable shall be available.

(d) Tax concessions at Fifty percent is provided on
income generated as service charge or royalty for
technology transfer or management services
provided by a foreign investor for the industries

established at any special economic zone.

(3b) Hundred percent of the income tax chargeablthe
income of an industry established in remote arelaall e
exempted upto Ten years from the date of operabibthe

industry.

(3c) Twenty-Five percent of the income tax chardealn
the income of an information technology industryaddished in
the information technology park as specified by Go&ernment

of Nepal by a notification in the Nepal Gazette.”

(3d) In a case, the agency (body corporate) raogivi
license for the production, transmission and disition of the
electricity begins with commercial production ofdrg-power,

production and transmission, production and diatidn or
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production, transmission or distribution, ugbaitra 2075 B.S.,
such as an agency (body corporate), shall recalia¢ome tax
remission upto for first Seven years; and Fiftyge@it income
tax remission for upto Three years thereafter. Sactacility
shall also be provided to the solar power, wind @oand bio-

power production.

Provided that, in the case of a license who hasadir
started commercial production at the time of conweament of
this Sub-section the provision prevailing at tmaetiof receiving

of the license shall be applicable.

(3e) If a manufacturing industry exports goods thhas
manufactured, tax rebate shall be granted by Twdite

percent on the rate of taxleviable on income edtherefrom.

(3f) If roads, bridges, airports, tunnel roads laudt and
operated or if investment is made on tram, troleises, tax
rebate shall be granted by Twenty Five percenthermnrate of tax

leviable on income earned therefrom.

(3g) Taxrebate shall be granted by Ten percertherax
exempt on the manufacturing, tourism service, hpdwer
generation, distribution and distribution indusdrienlisted in
the stock exchange and the entities set forth imssction (3c)
of Section 11.

(3h) Tax rebate by Forty percent shall be grantedup
to Ten years after the date of commencement of&etion to
the industries that are established in the leaséldped areas

and produce fruit based brandy, cider as well &e wi
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(3i) A person shall be entitled to tax rebate byenty
Five percent of the rate of income tax leviabletha royalty

income earned fromthe export of intellectual pmyeght.

(3) A person shall be entitled to tax rebate bftyFi
percent of the rate of income tax leviable on thealty income

earned fromthe transfer of intellectual propeigyt.

The following Sub-section (4) shall be Subgaul for Sub-

section (4):

“(4) In computing the income of a persons as refkrr
to in Clauses (a) and (b) of Sub-sections (1),a8) (3), Sub-
sections (3a), (3b) and (3c), Sub-section (12) eétiSn 1 of
Schedule 1 and Sub-sections (3) of Section 2 oé&ale 1, shall
compute the income as if that only income wereveeriby other

separate person.”

The following Sub-section (5) shall be Substitufor Sub-

section (5):

"(5) A person, who is in a position to have morarth
one exemption in respect of the same income putstoathe
above mentioned Sub-sections, shall enjoy only ex@enption

chosen by hinvher."

The following Sub-section (7) shall be inserigter Sub-section

(6):

"(7) Notwithstanding anything contained in Sub-s@&t$
(3a) and (3b), those industries avalling tax exampbr tax
concession under the same Sub-sections (3a) ahdi{@b not

avail the facility in case the assets it has aeguifor the
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industry were already used by another person fon sudustry

or for any other business."
(10) The following Section 11A. and 11B. shallibgerted after Section 11:

"11A. Tax chargeable on the build and operate of indstructures: If

any agreement is concluded between the Governnigv¢mal
and any person for building and operating infrastiiees, the
person building and operating such infrastructusésll be
entitled to enjoy tax facilities provided by thic#pertaining to
tax prevailing at the time of conclusion of thategment during

the period of such agreement.

11B. Relaxation to the infrastructure development mjects of

national importance: In the case of hydro-power, international

airport, underground ways, roadways, railways amdilas

infrastructure development projects of nationalampnce and
the production industry employing more than Thraenétred
workers and using more than Fifty percent domeaticmaterial
(other than cigarette, alcoholic beverage and heeossource
of income shall be sought on the investment & imade upto
last day ofChaitra 2075 B.S."

(11) The following Sub-section (2) shall be Suhd#ad for Sub-section (2)
of Section 12:

"(2) Notwithstanding anything contained in Sub-smt{l), the
expenditure deductible in any income year undetr $udn-section shall
not exceed One Hundred Thousand Rupees or Fiveempenf the

adjusted taxable income that person in that yeachever is lesser.”

(12) The following Section 12A. shall be insertdter Section 12:
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"12A. Expenseson heritage preservation and expenses for

development of sports In case, any company incurs

expenses on preservation and development of anoaigious
or cultural heritage located in Nepal; incurs exp&n on
construction of public infrastructure required faithe
development of sports, upon taking prior approvaltloe
Department, for incurring the expenses of any inegear, such
a company claim for the deduction of One Milliondees or

Ten percent of the assessable income, whichelewves."
(13) of Section 14:

(@) The words "created for an act to generate ircdnom the
occupation or investment” shall be inserted atverwords "of
such person” in Sub-section (1) and the providiorihe
Clause (b) shall be deleted.

(b)  Of Sub-section (2),-

(@) The phrase "the total interest amount whiclesdent
entity controlled by an organization entitled toxta
exemption can deduct under Sub-section (1) in any
income year shall not exceed the total of the Vaig
amounts if the interest is paid to the controlipgyson or
associated person" shall be Substituted for theager
"the total interest amount which a resident entity
controlled by an organization entitled to tax exdom
can deduct under that Sub-section in any income yea
shall not exceed the total of the following amotints

contained at the end and The words "income of aegus
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taxable income" shall be substituted for the wo'tdé
taxable income" contained in Clause (b)".

(14) The following Sub-section (6) shall be suhgtd for Sub-section (6)
of Section 15:

“(6) If the stock-in-trade of business of any pers@annot be
determined, that person may choose to the firditsh out method or

average cost method to compute the cost of stotiade.”

(15) The following Clause (a) shall be substituted Sub-section (8) of
Section 15:

“(@) In computing as perthe average cost methmdpmpute on the
basis of all weightage average costs of all thelsto-trade of
the same type in the business under the widely greized

accounting principle”.
(16) Of Section 15,-
Of explanation:
"(@) The following proviso shall be inserted in kxpation (c):

"Provided that, no amount in respect of repair and
maintenance and depreciation shall be includedemtverhead

costs of a factory."
(b)  The following proviso shall be inserted in exption (d):

"Provided that, no amount in respect of repair and
maintenance and depreciation shall be includetienviariable

overhead costs of a factory."

(17) Of Section 16:
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The following Sub-section (2) shall be subgéth for Sub-

section (2):

“(2) Notwithstanding anything contained in Sub-
section (1), in deducting the expenses allowab@euthat Sub-
section, it shall not exceed Seven percent of teretiation
base amount of the group of property remaininghatend of

that income year.

Provided that, this limitation shall not apply toetrepair
and maintenance costs incurred by a person prayidin
transport service in overhauling an aircraft in@dance with

the standards fixed by the Civil Aviation Authoriby Nepal.”

The following Sub-section (3) shall be subg&tl for Sub-

section (3):

"(3) Any excess expense or part thereof which i$ no
deductible by virtue of the limit referred to in Isgection (2)
may be added to the depreciation base amount ofriwep of
the concerned property at the beginning of thehfartming

income year".

(18) Of Section 17:

(a)

The following Sub-section (2) shall be Substtufor Sub-

section (2):

"(2) Notwithstanding anything contained in Sub-s&att
(1), in computing the limit of expenses deductibleder that
Sub-section in any income year, it shall not exdeiftgl percent
of the adjusted taxable income earned from all hesses

operated by that person®.
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(b) The words "at the beginning of the coming ineoyear” shall
be inserted after the word "capitalization” conéainin the

second line of Sub-section (3).
(19) Of Section 18:

(@) The following Sub-section (2) shall be Subdétlu for Sub-

section (2):

"(2) Notwithstanding anything contained in Sub-
section (1), in computing the limit of expenses wedle under
that Sub-section in any income year, it shall naeed Fifty
percent of the adjusted taxable income earned fiim

businesses operated by that person”.

(b) The words "at the beginning of the coming ineoyear” shall
be inserted after the word "any part" containethia second

line of Sub-section (3).

(20) The words "shall" shall be Substituted for thed "may" contained

in Sub-section (1) of Section 19.
(21) Of Section 20:

(@ The following Clause (b) shall be Substitutedthe Clause (b)

contained in Sub-section (1):

"(b) Loss suffered by that person from any bussnagich

was not deducted in the last Seven income years.

Provided that, in the case of the projects which

involve building and operation of public infrasttuges

to be transferred to the Government of Nepal,

powerhouses construction, generation and transonissi
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of electricity and petroleum works pursuant to Nepal
Petroleum Act, 2040 any loss not deducted in tisé la

Twelve income years."
(b)  Sub-section (2) shall be deleted.

(c) The following Sub-section (8) shall be substituadidr Sub-

section (7):

“(8) Where any person has enjoyed a full or pattal
exemption in relation to the income derived frolinusiness or
investment in any income year, such person shabeaentitled
to carry forward the loss made in such income yeathe

Subsequent income years.”

The word "private expenses of the natural petshall be substituted
for the words "expenses made for" any natural pesmtained in the

second line of paragraph Clause (1) of explanatid®ection 21.
Of Section 24

(@) The words "in calculating the income earnedperson” shall
be substituted for the words "in the calculatiortlod income
earned by the person” contained in Sub-sectiona2) the

following Sub-clause (2) shall be substituted fab&lause (2):

"(2) The value of such liability can be ascertained

actually, and"
(b)  The following Sub-section (3) shall be substitutedSub-section (3):

"(3) Notwithstanding anything contained in Sub-gw@ct
(1), the Department may recognize the accountireciipd by
the NepalRastra Bank, Subject to the NepRhstra Bank Act,
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2058(2002) and the banking laws in force, in respédanking

business."
The following Sub-section (4) shall be substitut@dSub-section (4):

"(4) In calculating a person's income earned from a
business or investment on the accrual basis, wihergperson
includes any payment to which the person is edtiblededucts
any payment that the person is obliged to makesagifference
in the payment received or made by the person scaara
result,inter alia, of a change in exchange rate, the amount of
difference shall be adjusted at the time when payme

received or made."

The words "refund of amount” shall be subs¢itl for the words

“reimbursement of amount" contained in the secamal df Clause (a)

of Sub-section (1) of Section 25.

The words "money or" contained in the secand of Clause (a) of

Sub-section (1) of Section 27 and the words "maarey’ contained in

the same Clause shall be deleted.

The following Section 29 shall be substitutedSection 29:

“29. Indirect payments: In cases where any person derives benefits

indirectly from payments made by the payer or asper
associated with him or specifies another personreeive
payment, the Department may, by issuing a noticeriting,
treat the person himself deriving such benefitpeafying such

other person as the recipient of payment.”

The following explanation shall be inserted $&ction 31:

"Provided that, the payment amount received as@peasation
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for the physical damage happened in personal attciofea resident
natural person shall not need to be included initteme and the
treatment cost incurred in the damage from suchadent shall not

be claimed for adjustment into the taxas refetceid Section 51."

(28) The word "seller" contained in Sub-sectioh ¢8 Section 32 shall be
deleted.

(29) The following Sub-clause (2) shall be subs¢itufor Sub-clause (2) of

Clause (a) of Sub-section (1) of Section 38:

"(2) Any amount required to be included in the asssent of the
income of that person as a result of acquisition tlodt

property."”

(30) The word "payment" shall be substituted foe tiwords "amount
Subject to tax' contained in the proviso to Cla(ef Sub-section (1)
of Section 39.

(31) Of Section 41

(@) The following Sub-clause (2) shall be subsgitutor Sub-clause
(2) of Clause (a):

"(2) In re-disposing that property, the net outg@nmade for
that property until the disposal pursuant to thesti®n

shall be deemed to be equal to the amount receivabl

(b) The following Sub-clause (2) shall be subsétufor Sub-clause
(2) of Clause (b):

"(2) In re-disposing that liability, the net incorgis made for

that liability pursuant to Sub-clause (1) until theposal
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under this Section shall be deemed to be equdahéo t

outgoings."

(32) The word "taxable" shall be substituted foe thords "Subject to tax’

contained in Sub-section (2) of Section 45.

(33) The word "not to give" shall be substitutedtfoe words "not to take"

contained in Sub-section (4) of Section 45.
(34) The following Section 47A. shall be insertégeaSection 47:

“47A. Special provsion relating to disposal ownga merger or
acquisition of business(1) If entities of similar nature carrying
on banking and financial business or insurancern®ss are
merged to each other, provisions of Clauses (&)(db, (e), ()
and (g) of Sub-section (2) of Section 57 and Sutiise (3)
thereof shall not apply.

Provided that, if there is any loss that could be
deducted of any entity that ceased to exist upomengsuch
loss has to be deducted in the coming Seven yeammrata
basis. If the entity that so deducts loss by eausabliments is
again divided prior to the deduction of loss whpotgx on the
amount deducted for the deducted loss has to loegpdine rate

of tax prevailing in the financial year of mergeraequisition.

2 If the disposal of assets and liability isdeaupon
the merger of entities pursuant to Sub-sectiortli#)following

shall apply:

(@ In the case of disposal of trade-in-stock and

business property:
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The amount equal to the net expenses
incurred in that property immediately before

the disposal shall be deemed to have been
acquired by that person in consideration for

that disposal, and

The amount equal to that set forth in Clause
(1) shall be deemed to be cost incurred by

the person acquiring the property.

In the case of disposal of depreciable priype

)

)

The amount equal to the remaining value of
the diminishing system of the group

pursuant to Section 4 of Schedule-2 at the
time of disposal shall be deemed to have
been acquired in consideration for that

disposal, and

The amount equal to that set forth in Clause
(1) shall be deemed to be the cost incurred

by the person acquiring the property.

In the case of disposal of liability:

@)

The amount equal to that amount whichever
is lesser out of the market value of the
liability and the net income immediately
before the disposal shall be deemed to be
the cost incurred by that person in

consideration for disposal.
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(2) The amount equal to that set forth in Clause

(1) shall be deemed to be the cost incurred

by the person bearing liabilty in

consideration having borne that liability.

(d) In calculating the cost of merged assets and
liability, the entity merging business or the entit
merged shall calculate only the cost in
consideration for assets and liability existedhat t
time of operation of the merged business by the
merged entity (prior to merger or acquisition),

pursuant to Clauses (a), (b) and (c).

(3) Tax deduction shall be made on the payment by
giving Fifty percent rebate on the rate of tax detén to be
applied on the retirement pension on the additidm@p sum
payment (except the payment made through thememmefund
or the payment to be made as mentioned in the tamabs
conditions of employeesO for the purposes of awardjroup
retirement to the employees serving in the entigpdsed upon

merger or the entity following merger pursuant tdoSection

Q).

(4) The shareholders exsting in the entity dismbse
upon merger pursuant to Sub-section (1) disposieshares by
sale within Two years after the merger, no cagtah tax shall

be charged on the profits made on the shares posks.

(5) Tax shall not be levied on the dividends
distributed by the entity that has been disposednupeing
merged pursuant to Sub-section (1) to the sharemoleisting

at the time of merger within Two years after théedaf merger.
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(6) An entity that intends to be disposed upon dein
merger pursuant to Sub-section (1) shall have ve giletter of
intent to be merged to the Inland Revenue Depattmerater

than the last month of Kartik of the year 2068.

(7)  An entity that intends to be disposed upon ¢ein
merger pursuant to Sub-section (1) shall have Ifdl io later

than the last month of Kartik of the year 2070.

(8) The provisions of this Section shall not be deemed
to be applicable to an entity that does not giMetir of
intent within the period specified in Sub-secti@) and an
entity that has not completed the process of mebgethe

date set forth in Sub-section (7).

The following Sub-section (3) shall be insdredter Sub-section (2) of
Section 50:

Notwithstanding anything contained in Sub-sectidh dnd (2) the
resident widow and widower who has to take care @épendent shall

be consider as spouse.
Of Section 54:
(@) Of Sub-section (1):

(1) The words "if distributed” shall be insertedeafthe

words "shareholder” contained in Clause (a).

(2) The following Clause (b) shall be Substituted €lause
(b):

"(b) No tax shall be imposed if other entities make

distribution.”
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(b) The following Sub-section (3) shall be Subsgitlifor Sub-

section (3):

"(3) Notwithstanding anything contained in Sub-sm&tt
(1), no tax shall be charged if dividend receivedin deduction

of taxunder that Sub-section is distributed".
(¢) Sub-section (4) shall be deleted.

(37) Of Section 57,-

(@ The following Sub-section (1a) shall be inedrtafter Sub-

section (1) of Section 57:

"(la) For the purposes of computing the changafyf F
percent or more than Fifty percent ownership of antity as
referred to in Sub-section (1), only the followiognership of

that entity shall be included:

(@ The ownership held by a shareholder holding One
percent or more of the total ownership of that

entity, and

(b) The ownership held by an associated person of
the shareholder who holds more than one percent
of the total ownership of that entity, out of the
shareholders who hold less than one percent of

the total ownership of that entity.”

(b) The word and figure and letters "Section 5960t shall be

deleted contained in the Clause (c) of Sub-secfhn

(38) The following Sub-section (1) shall be suhgtd for Sub-section (1)
of Section 58:
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"(1) An arrangement made by any entity by maintarall of
the following conditions shall be treated as amm@gement made for

reducing dividend tax

(@) Where that entity has reserved, current or cxuk

profits,

(b) Where any person who acquires an interesteeétitity
and the recipient of the interest or his associgedon
makes any payment to the present or previous
beneficiary of the entity or his associated person
irespective of whether or not it is related to the
acquisition of interest and whether or not paymsnt

made at the time of acquisition of interest,

(c) Where the payment is fully or partly reflectedthe
profits of that entity,

(d)  Where that entity distributes dividends to tbeipient of
interest and the dividends fully or partly covereth

profits."
(39) Of section 59:

(@ The following Sub-section (1la) shall be inseért&fter Sub-

section (1):

"(la) An amount that is up to five percent of a dnel
recoverable loan held in the risk bearing fund bpeason
carrying on banking business Subject to the staisdar
prescribed by the Nep&lstara Bank shall be deducted as an
expense. Where the risk bearing fund is so maiathiand the

expenses debited to the profits as a bad debgsahme shall not
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be written off; and where the amount in that fuadapitalized
or profits or dividends are distributed, the santealls be
included in the income of the year in which sucstiibution is

made."
(b)  Sub-section (2) and (3) shall be deleted
Of Section 60:

(@) The following Sub-clause (3) shall be inseradiegr Sub-clause
(2) of Clause (b) of Sub-section (2):

"(3) Sum total of the following amounts providéar risk

coverage fund:

(g) Fifty percent of the net premium credited to the

profit and loss statement during the year: and

(h) One Hundred Fifteen percent of the pending
unsettled pending claims outstanding at the end of

the year.

Provided that, these amounts that are
shown as expenses during the year as profit shall

be included in the income of subsequent year.
(b)  Sub-section (3) and (4) shall be deleted
Of Section 61:

(@) The following Sub-clause (2) shall be subsgitutor Sub-clause
(2) of Clause (b) of Sub-section (2):

"(2) The premiums as referred to in Sub-clause{llause

(@) returned to the insured".
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(b) The words "shall not be considered as expensdslll be
Substituted for the words "shall be included in &xpenses”

contained in Sub-section (3).
Of Section 63:
(@) The following proviso shall be inserted in Sdxtion (1):

"Provided that, the Citizen Investment Fund esséigd
under the Citizen Investment Fund Act, if it intentd maintain
a retirement fund, and the Employee Provident Festdblished
under the Employee Provident Fund Act, 2019 {-#)operates
a retirement fund, shall not be required to obpEmmission for

such fund."

(b) The phrase " may make a claim for deductionaftulating his
income" shall be Substituted for the phrase "maena claim

to deduct fromthe income" contained in Sub-sec&)n

The words "mentioned in Sub-section (1) oftleec2 of Schedule-1"
shall be Substituted for the words "applicableampanies” contained
iIn Sub-section (3) of Section 64.

Of Section 65:

(@) The words "or the retirement payments mad&dayernment of
Nepal' shall be inserted after the words "from thterest”

contained in the second line of Sub-section (Hextion 65.

(b) The following proviso shall be inserted at tkad of the

explanation:

"Provided that, the payment made from the non-

contributory fund of the beneficiary shall not bensidered as
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benefit received as an interest from the unappraeatement

fund."

The word "employment" shall be Substituted ffioe words "such

acts" contained in the first line of Sub-claused2llause (i) of Sub-

section (6) of Section 67.

The following Clause (b) shall be Substitutied Clause (b) of the

explanation contained in Section 71:

“(b)

"Average rate of tax of Nepal' means the r&bebe set by
multiplying with One Hundred the amount to be sedividing

the amount of tax payable by a person as refeoad Clause
(a) of Section 3 in any income year by the taxaideme of that
person in that year prior to the adjustment of forgign taxin

that year.”

The following Sub-section (2) shall be suhgtd for Sub-section 92)

of Section 72:

“(2) The Government of Nepal may, by a notificatim the
Nepal Gazette, establish large taxpayer offices Irdand
Revenue Offices or taxpayer service offices undbe t
Department and prescribe their working areas,depto render
assistance to the Department in fulfiling its reapibilities
mentioned in Sub-section (1). The offices of whigbrking
areas have been so specified shall be deemed assogf the

Department.”

(48) The following Sub-section (1) shall be suhgé&d for Sub-section (1)

of Section 74:

"(1)

The taxpayer shall perform the duties as nogred in this Act.”
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(49) The following Sub-section (3) shall be insdr&dter Sub-section (2) of
Section 77:

"(3) The Department may prescribe to submit angrmétion or
particular or document to be submitted by a pet®dahe Department

through the electronic medium."
(50) Of Section 78:

(a) The following Sub-section (1) shall be Substitufor Sub-

section (1):

(1) The Department shall issue an identity nundadled
as permanent accounts number to any person foopegof

identifying that person, Subject to this Act.

Provided that, a body having obtained approval frioen
Department may give such permanent accounts nuioier
fulfiing the procedures referred to in this Actaxpayer
receiving permanent accounts number shall not masuch
manner, the transaction of export and import ught® period

specified by the Department.
(51) Of Section 78:
(a) The following Sub-section (3) shall be Subs&tlufor Sub-section (3):

(3) Department may specify the circumstancesravaay
person has to show or mention his/her permanenbduadc

number.

(b) The following Sub-sections (4) and (5) shallinserted after Sub-

section (3):
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“(4) Notwithstanding anything contained in Sub-s@&ct
(1), any person specified pursuant to Sub-sect@®nshall
obtain the permanent accounts number prior to doing

transactions.

(5) Notwithstanding anything contained in Sub-s&tti
(1), (2), (3) or 4, no one shall be released fromliability of tax
by the reason that he has not obtained the permaicenunts

number.”

(52) Of Section 81

(53)

(@) The words “at least” contained in Sub-secti@) of

Section 81 shall be deleted.

(b) The following Sub-section (4) shall be inserteceaft

Sub-section (3):

"(4) The Department provides approval to maintain
documents through electronic medium which are to be

maintained pursuant to Sub-section (1)."

The words “ the Department may prescribe tptha tax, to be
so paid, also through the electronic medium.” wosthall be
inserted after the word "and to be so paid" of $ud-section
(1) Of Section 85:

(54) Of Section 88:

‘@)

The word "service charge, commission or saleus and” shall
be Substituted for the words "in making paymenvisercharge
and if that person is an approved retirement fuady"
contained in Sub-section (1), and the followingyiso shall be
Substituted for the proviso to that Sub-section:
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Provided that, tax shall be withheld at the follogvirate

from the following payment:

€

)

3)

(4)

)

(6)

In the case of the retirement payment madéby t
Government of Nepal or by the approved
retirement fund, at the Rate of Five percent from
the benefits calculated pursuant to Clause (b) of
Sub-section (1) of Section 65,

In the case of the commission paid by a rediden
employer company to a non-resident person, at the

rate of Five percent,

In the case of payment of amount for aircredisle,

at the rate of ten percent.

In case of service provider resident person who
are registered in the Value Add Tax, on the
payment of service charge, at the rate of One point

Five (One and half) percent of the paid amount.”

In the case of the rent paid by a residentqrers

having source in Nepal, at the rate of Ten percent,

In the case of a person receiving profit andddie
from the trade under commodity by future market,

at the rate of Ten percent.

(b) Clause (g) of Sub-section (1) of Section 88ldieadeleted.

(c) The following Sub-section (2) shall be subg#aud for Sub-section

(2):

598



www.lawcommission.gov.np

"(2) A resident person shall, in making the follogi
payments having source in Nepal, withhold tax &t ftllowing

rate:

@) In making payment of dividends, Five percent of

the payment amount,

(b) In making payment of investment insurance

benefits, Five percent of the payment amount,

(©) In making payment of benefits from an
unapproved retirement fund, Ten percent of the

amount of benefits".

(d) The following Sub-section (3) shall be Subséitlifor Sub-

section (3):

"(3) Notwithstanding anything contained in Sub-gw@ct
(1), in making payment of interest or of an amoiarthe form of
interest as follows by a resident bank, finanagmsltitution or
any other entity issuing bonds or a company regastteinder
the laws in force to any individual for depositsonils,
debentures and governmental bonds, tax shall el from

the total amount of payment at the rate of Fiveepet:
(@  Which has source in Nepal, and

(b)  Which is not related with the operation of

business."
(d) of Sub-section (4):

@ The following Clauses (al) shall be insertééraClause (a) of
Sub-section (4):
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"(al) Payment for an article published in a newspand for

preparing question papers and examining answerdbok

(2) The following Clause (d), (e) and (f) shall besserted after

Clause (c) of Sub-section (4):

"(d) The interregional interchange fee paid to akbasuing

credit card."

(e) Any interest or fee paid by the Governmentiepal to a
foreign government or a foreign organization purgua
an agreement between Government of Nepal and foreig
government or Government of Nepal and International

Organization.

® Payment of interest, Ten Thousand Rupees mllS
Finance Institution basis on rural community, Rural
Development Bank, Postal Saving Bank and collected
deposit income in finance pursuant to Sub-sect®)rof
Section 11 of this Act."

(55) The following Section (88A) shall be inserted afferction (88):

“88A. Withholding tax in windfall income: In a payment of

windfall income tax shall be levied at the rateTefenty

Five percent.

Provided that, Government of Nepal may provide
exemption in the windfall income by publishing a
Notification in the Nepal Gazette on the national o
international awards received for contributing inet
sector of literature, art, culture, sports, jousral

science, technology and public administration.”
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(56) of section 89.

(@) The following Sub-section (1) shall be suhg&d for
Sub-section (1):

‘(1) In making payment of a sum exceeding Fifty
Thousand Rupees for payment of contraction or ecitr
to a resident person it shall be withhold tax &t ridte of

one and half percent of the total amount of payrhent

(b) The following Sub-clause (a), (b), (c) and &hall be
substituted for Sub-clause (a) and (b) of Sub-sad):

“(@) Relating to service contraction or contra¢en

percent.

(b)  Aircraft maintenance and other contraction

or contract- Five percent.

(©) In making payment of premium to non-
resident insurance company- one and half

percent.

(d) Except as mentioned herein above, where
the Department has given a notice to
resident person in writing, at the rate

specified in that notice.”
(c) The following explanation shall be inserted in Seetion 89:

"BExplanation: For the purpose of this Section
"contraction or contract" means a contract or agerg
concluded to supply goods or labour or construgtion

fixation or establishment of tangible property trusture
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and any act prescribed by the Department as a
contraction or contract as well as it shall inclddde
payment made for a service rendered in case sutltse

Is being included by the contraction or contracthe

course of construction or taxation or establishnmient

(57) Section 89A. And 89B shall be deleted.

(58) Of Section 90:

(a) The following Sub-section (1) shall be substitufor Sub-
section (1):

"(1) Each person who is obliged to withhold tax as
Submit to the Department a statement in such mode@amat
as specified by the Department within Fifteen dajt®r the

expiration of each month."

(b)  The phrase "in the following conditions, thegmn Subject to
tax withholding" shall be Substituted for the pleddsn cases
where the person withholding tax does not withhaigay tax
as follows, both the person Subject to tax withingd

contained in Sub-section (5).

(c) The following Sub-section (8) shall be inser&dtkr Section (7):

"(8) In case a person does file details or pays tax
pursuant to Sub-section (1) or (2) or if the Demaerit is
convinced that there is a situation of Sub-secg®)nn relation
to a person, it may issue an order to submit theusunis not
submitted or less amount submitted and interes¢fasred to in
Section 119. Provided that, before issuing suchoater, a
Fifteen days written notice along with reasons ¢bé&rshall be

iIssued for defense enclosing the evidence and proof
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(59) Of Sub-section (1) of Section 92:
(@) The following Clause (c) shall be substitutedGlause (c):
(c) Profit paid by a resident person for investmastirance,
(b) The following Clause (e) shall be substitutedGlause (e):

"(e) Interest as follows paid by a bank, finanaiakitution or
any other entity issuing bonds or a company ermliste
pursuant to the laws in force, as mentioned in Sub-

section (3) of Section 88:

(1) Which has source in Nepal and which is not
related with the operation of business and paid to

an individual.

(2) Which is paid to an institution entitled to tax

exemption pursuant to Clause (d) of Section 2."

(c) The following Clauses (g) (h) and (i) shall iheerted after
Clause (f):

"(g) Payment for meeting allowance and part-tiewching."

(h) Retirement payment made by the Government p&lNer
approved retirement fund or un-approved retirenfignd

including all types of retirement payments."
() Payment for windfall gain.

(60) The words "and advance tax' shall be inseradieér the word

"installment” contained in chapter title of Chapi8r

(61) Of Section 94:
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(a) The following Sub-section (1) shall be subsgitufor Sub-

section (1):

"(1) A person who has or will have assessable ircom
in any income year from any business or investrhastto pay

taxin Three installments as follows:

Date on which payment has to Amount to be paid

be made

_ Amount of due and payable tax out of
By the end ofPoush (mid January)
Forty percent of the estimated tax

_ _ _ Amount of due and payable tax out of
By the end ofChaitra (mid April)
Seventy percent of the estimated tax

_ Amount of due and payable tax out of
By the end ofAshad (mid July)
Hundred percent of the estimated tax

Explanation: For the purposes of this Sub-section,-

(@) "Estimated taxX' means the estimated tax in
installment computed by any person liable to pay
tax in installment pursuant to Section 95 at theti

when the installment taxis to be paid in any year.

(b) "Due and payable taX' means the amount that
remains shortfall after Subtracting the following
total sum from the amount to be set by the
percentage prescribed for payment of estimated tax

in installments under this Sub-section:
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The amount of tax paid in that income year
by a prior installment pursuant to this
Section before the date on which the

installment in question is to be paid,

The amount of tax deducted from the
payments to be included in computing the
income of any person in any income year
pursuant to Chapter-17 before the date on
which the installment in question is to be

paid in that year,

In cases where the agent withholding taxor
the person Subject to tax withholding pays
to the Department the amount of taxdeemed
to be withheld from the payment referred to
in Clause (2) pursuant to Sub-section (3) of
Section 90 in that year before the date on
which the installment is to be paid, such

amount of tax, and

The amount of tax adjustment for medical
treatment expenses which that person may
claim pursuant to Section 51 in respect of
the accepted medical treatment expenses
incurred by that person before the date on

which the installment is to be paid.”

The following words Sub-section (2) shall bébStituted for the

Sub-section (2)."
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(2) Notwithstanding anything contained in sub-s@&tti
(1), in cases where the amount of installment tpdid pursuant
to that sub-section is less than Five Thousand &sijpsmount

of such installment need not to be paid.
Of Section 95:

(@ The words "by the Department” shall be insertdtkr the

words "may be prescribed" contained in Sub-sedtipn

(b)  The words "or where it is so specified pursuansub-section
(6) that any person is not required to Submit amease to pay

installment of tax' contained in Sub-section (7akbe deleted.
The following Section 95A. shall be inserntdtaSection 95:

“O5A. To collect advance tax(1) An entity operating the commodity

future market service shall collect advance tathm sum to be set by
Ten percent on the profits and income earned byragm trading

under the commodity future market from that busines

(2) If any person other than a resident entitingdransaction
of purchase and sale of securities upon being tegid pursuant to
the laws in force is benefitted from the dispostlinderest in any
resident entity, that person shall collect the ambeatax as follows on

such benefit to be calculated pursuant to Sectifon 3

(@) In the case of benefit from the disposal oéliast of an
entity enlisted in the Nepal Securities Board, &émgity
performing the functions of the stock exchange, Ten
percent of amount of the benefit in the case oifled
natural persons and Fifteen percent of the amodint o

benefit in the case of other persons.
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(b) In the case of benefit from the disposal oéiest of an
entity not enlisted in the Nepal Securities Boditg
entity of which benefit has been disposed shallemak
deduction by Ten percent of the amount of benethe
case of resident natural persons and Fifteen peen

the amount of benefit in the case of other persons.

(3) The Land Revenue Office shall collect the adeatax as
follows on the capital gain made for the dispostltlee land or

personal building of any natural person:

(@) At the rate of Five percent if the ownership of
disposed non-business taxable property (land and

building) is for Five years or more,

(b) At the rate of Ten percent if the ownership of
disposed non-business taxable property (land and

building) is for less than Five years,

(4) Even though a person who is to collect advatzoe
pursuant to Sub-sections (1), (2) and (3) has olgated the advance
tax, the tax shall be deemed to have been colleatede time when it

has to be recovered.

(5) A person who is to collect advance taxhastaigh the
returns with the Department in such manner and fsrspecified by
the Department within Twenty Five days of the eaqjan of every

month.

(6) The amount of the advance tax collected orammeunt
deemed to have been collected pursuant to Claysd Gub-section

(3) has to be furnished to the Department alondp Wite returns as
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referred to in Sub-section (5) within the time fims referred to in that

Sub-section.

(7) The person who is to furnish the advance tak @re
person who is to collect advance tax shall be lpiahd severally
responsible for payment of the advance tax in tlodowing

circumstance:

(@ In the event of failure of the person who is to

collect advance taxto collect the advance tax, and

(b) In the event of failure of the person who is to
collect advance taxfails to pay the amount deemed
to have been collected pursuant to Sub-section (4)

to the Department.

(80 A person who is to pay the advance tax purst@mSub-
sections (7) has to pay the tax within Twenty Fdeys after the
expiration of the time limit set forth in Sub-sexcti(5).

©)] If a person who is to collect advance tax hasl ppo the
advance tax not recovered to the Department putstoa®ub-section
(6), the person shall be entitled to recover thewrm equal to the

amount of taxso paid fromthe person who is to {ay tax

(10) A person who is to pay the advance tax that been
paid pursuant to this Section shall be entitlededuct the same from

the annual taxliability to be paid."

Of Sub-section (2) of Section 96:
(@) Sub-clauses (4) and (5) of Clause (a) shaddieted.

(b)  Sub-clause (1) of Clause (c) shall be deleted.
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Of Section 97:

(@) The words "except where the Department issuesten order
or issues order by publishing a public notice" bHz
Substituted for the words "except where the Depamtnssues

a written order" contained in Sub-section (1) oft&m 97.

(b) The word "or" contained at the end of Clausg gball be
deleted.

(c) The words “natural person or” shall be Subséil for the

words “natural person” contained at the end of &(c).
(d) The following Clause (d) shall be inserted e@ause (c):

"(d) If the motor vehicle owner making payment aixt
pursuant to Sub-section (11) of Section 1 of Scleedus

an individual, such individual."

The following Sub-section (2) shall be Suhg#ad for Sub-section (2)
of Section 100:

"(2) Notwithstanding anything contained in Sub-sati(1), in
the circumstances mentioned in Sub-section (5)exfti®n 96, the
Department may, base on the amounts mentionedbrclauses (1),
(2), and (3) of Clause (a) of Sub-section (2) ottiee 96, for any
income year or any part of that year, assess theftaat person in a

justifiable manner."

The word "Fifteen" shall be Substituted forethvord "Seven"

contained in the fourth line of Sub-section (6pettion 101.

The word "Department" shall be Substituted fbe words "Tax

Department" contained in Section 106.
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(69) The following Section 110A. shall be insertsdter Section 110:

“110A. Realization of tax by installment:Where any person makes a
written request for payment of his tax arrearsristallment prior
to institution of case pursuant to Section 111, Tlae Officer
may give permission to pay the same by installmeittiin a

reasonable period of time as specified by the Taxed.”

(70) The following Sub-section (3) shall be suhd#ad for Sub-section (3)
of Section 113:

“(3) If any person makes an application to the D&pent, as
prescribed, for the refund of the amount pursuandub-section (1),
such refund shall be made within Sixxy days aftex date on which

such application is made.”
(71) of Sub-section (1) of Section 114.
(@) The following Clauses (al) shall be insertktdraClause (a):

"(@l) The decision or order made pursuant to Suiese (8)

of Section 90.

(b) The words "assessment of expenses incurrad auction sale
as referred to in Sub-section (5) of Section 10&lidbe inserted
after the words "assessment of tax' containedan € (e) of

Sub-section (1) of Section 114.

(72) of Section 115:

(@) The word “total amount in case of undisputedatad One Third
in case of disputed tax’ shall be Substituted herwords “Fifty

percent of taxto be paid” contained in Sub-sec(@n
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(b) The word "Sixty" shall be Substituted for therd "Ninety"

contained in Sub-section (8).

(73) Of Section 117:

(@ The following Sub-section (1) shall be Subdéth for Sub-

section (1):

"(1) If any person does not do the followings, swch

person shall be imposed fees as follows:-

@)

(b)

(©)

In case income details of any income year ate n
submitted pursuant to Sub-section (1) of Section
95, at the rate of Two Thousand Rupees for each

detail.

If any person withholding taxdoes not suliing
return referred to in Sub-section (5) of Section
95A, a fee in a sum to be set by one and a half
percent per year of the amount of tax to be
withheld for each month and portion of the month
fromthe due date for submission of the returnlunti
the date on which such return is submitted shall be

imposed on such a person.

In case income details of any income year ate n

submitted pursuant to Sub-section (1) of Section
96, at the rate of One Hundred Rupees per month,
to a person as referred to in Sub-section (4) of
Section 4 of the Act and an amount which is

higher out of an amount, calculated in a case of
other person at the rate of 0.1 percent per annual

on the computable amount without deducting any
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amount where one may deduct such an amount in
computing the income in that income year and
including such an amount which is to be included
on it or at the rate of One Hundred Rupees per

month, higher in those items."

The following Sub-section (2) shall be Suths#d for Sub-
Section (2) :

(2) If any person does not maintain the documents
required to be maintained in any income year pursua
Section 81, a fee in a sumto be set by one aradf aércent per
year of the assessable income drawn out withoutickety any
amount, if any, that can be deducted and by inolydany
amount, if any, that has to be included in computime income
of any income year for each month and portion efrtionth or a
sum set by one Thousand Rupees per mowthichever is

higher, shall be imposed on such a person.

(74) The following Section 118 shall be SubstitutedSection 118:

"118.

Interest to be charged where the person makg payment in

installments makes lesser payment of estimated taxl) In

cases where, in the case of the amount of instatlbeebe paid
by any person under Section 94 in any income ykaramount
mentioned in Clause (b) is more than the amountiioead in
Clause (@), interest shall be charged on such sxaesount

pursuant to Sub-section (2):

(@) Amount of each installment paid by that pergo

any income year,

612



www.lawcommission.gov.np

(b) Eighty percent of the estimated or revised
estimated amount of total amount payable by
installments for each installment period in that
income year if such estimate or revised estimate is
correct and, if such estimated or revised estimated
amount is not correct, that of such amount, of the
total amount of tax to be paid by any person
referred to in Clauses (a) and (b) of Section 3sas
to be paid in installment for each installment péri

iIn any income year.

(2) Aninterestto be set by the normal rate tdnest, for
each month and portion of the month, from the date dor
payment of the installment in that year to theowlhg period

shall be imposed on the person referred to in Sadbien (1):

@) In the case of a person in respect of whonstax
be assessed under Sub-section (1) of Section 99,

until the date for Submission of the income return,

(b) In the case of a person in respect of whom the
Department has made revised tax assessment for
the first time under Section 101 because of failure
to make tax assessment under Sub-section (1) of
Section 99, until the date on which a notice ottha
revised tax assessment is delivered pursuant to
Section 102.

Explanation For the purposes of this Section,
"amount payable by installment" means the
amount of installments calculated pursuant to Sub-

section (1) of Section 94 in the case of a taxpaye
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who fails to Submit a revised estimate once an
estimate has been Submitted and in respect of
whom the Department has made estimate pursuant
to Sub-section (7) of Section 95 because of his
fallure to Submit an estimate and calculated
pursuant to Sub-section (5) of Section 95 in the
case of a taxpayer Submits a revised estimate and
in respect of whom the Department has made
estimate pursuant to Sub-section (7) of Section 95
because of being unsatisfied with the Submitted

estimate or revised estimated."

The following Sub-section (3) shall be Suhgtd for Sub-section (3)
Section 119:

(3) The person withholding tax pursuant to Sub4isec{8) of
Section 95A or the person shall not be allowedetmver the interest
payable by him/her from the person withholding ath@tax pursuant
to Sub-section (4) of Section 90.

The following Section 119A. shall be insertafier Section 119.:

“119A. Fees to be chargeBxcept as otherwise provided in this Act, a

person who fails to observe any provision of thist Ar the
Rules framed hereunder shall be liable to pay ézpsvalent to

the fine specified pursuant to Section 128.”

The words "in this Act" shall be Substitutéar "Chapter-23"

contained in Section121;

The following explanation shall be substitutied the explanation of
Section 124:
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“Explanation: For purposes of this Section, "any information or
statement submitted to the Department” means aratersent
submitted in writing to the Department or to thécef authorized by
the Department in the course of performing theetupursuant to this

Act and includes the statement submitted as folows

(@) Application, notice, description, complaint padesition, or
other document submitted, prepared, given or fineus

pursuant to this Act,

(b) Document submitted to the Department or anic@ffof

the Department,

(c) Reply to any question asked by the Departmerany

officer to any person, or

(d) Information given by any person who has reastma
knowledge of the matter to be informed to the Deapant

or any officer through any other person.”
(79) The following Section 136A. shall be insertdter Section 136:

“136A. Provision of awarded In case someone avoids or attempts to

avoid the tax liabilty as a whole or in part arfdsomeone
informs the same along with evidence such a pesd@ai may
be awarded equal to Twenty percent of the amourh@ftax
assessable fromthe evidence submitted by sucrsampeut of

the taxamount recovered on the basis of suchmabon.
(80) RepealSection 3A and 66 shall be deleted.
(81) Amendmentto Schedule-1:

(1) Of Section 1:
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The following Sub-section (1), (2), (3), (8),((6) and (7)
shall be substituted for Sub-section (1), (2),@),(5), (6)

and (7):

"(1) Tax shall be levied at the following rate dret

taxable income of any resident natural person ig an

income year, subject to Sub-sections (2) and (4hisf

Schedule:-

(@)

(b)

(©)

(d)

For the taxable income not exceeding One
Hundred Sixty Thousand Rupees on

employment, atthe rate of One percent tax

Where the taxable income is more than One
Hundred Sixty Thousand Rupees but less
than Two Hundred Sixty Thousand Rupees,
pursuant to Clause (a), One Thousand Six
Hundred Rupees for upto One Hundred
Sixty Thousand Rupees and at the rate of
Fifteen percent if the taxable income is more

than One Hundred Sixty Thousand Rupees.

Where the taxable income is more than Two
Hundred Sixty Thousand Rupees, pursuant
to Clause (b), Sixeen Thousand Rupees for
upto Two Hundred Sixty Thousand Rupees
and at the rate of Twenty Five percent if the
taxable income is more than Hundred Sixty

Thousand Rupees. and

Where the taxable income is more than

Twenty Five Hundred Thousand Rupees,
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pursuant to Clause (c), additional Forty

percent taxshall be levied.

Provided that, in the case of taxpayer
of a sole registered firm pursuant to Clause

(@), One percent taxshall not be levied.

(2) Taxshallbe levied by the following rates on
the taxable income of any spouse making a choice
pursuant to Section 50 in any income year, suliect

sub-sections (4) of this Schedule:-

(@) One percent tax shall be levied on the
taxable income on employment not

exceeding Two Hundred Thousand Rupees.

(b)  Where the taxable income is more than Two
Hundred Thousand Rupees but less than
Three Hundred Sixy Thousand Rupees,
pursuant to Clause (a), Two Hundred
Thousand Rupees for upto Two Thousand
Rupees and at the rate of Fifteen percent if
the taxable income is more than Two

Hundred Sixty Thousand Rupees.

(¢) Where the taxable income is more than
Three  Hundred Thousand Rupees,
pursuant to Clause (b), seventeen
Thousand Rupees for upto Three Hundred
Thousand Rupees and at the rate of Twenty
Five percent if the taxable income is more

than Three Hundred Thousand Rupees.
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Where the taxable income is more than
Twenty Five Hundred Thousand Rupees,
pursuant to Clause (c), additional Forty

percent taxshall be levied.

Provided that, in the case of taxpayer
of a sole registered firm pursuant to Clause

(@), One percent taxshall not be levied.

(3) The provision contained in sub-section (4) of

this Schedule shall apply in the following circuastes:-

@)

(b)

In the case of a resident natural person,
where the income is more than One
Hundred Sixty Thousand Rupees in any
income year or in the case of a resident
spouse who has not made a choice
pursuant to Section 50, where the income is
more than Two Hundred Thousand Rupees

iIn any income year, and

Where the net profit derived from the
disposal of non-business taxable property
IS included in the computation of the
income and corresponding taxable income

of that natural person or spouse.

(4) Tax shall be levied by the following rate oreth

following person, subject to sub-section (3) ofsthi

Schedule:-

(@)

Tax shall be levied by the rate referred to in

sub-section (1) or (2) of this Schedule on
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the amount whichever is higher out of the
following amounts, as if only it were the
taxable income of that natural person or

spouse:-

(1) The amount remaining balance after
subtracting the amount of profit from
the total taxable income of that

natural person or spouse, or

(20 One Hundred Sixty Thousand
Rupees, in the case of a natural
person, or Two Hundred Thousand

Rupees, in the case of a spouse.

(b) Tax shall be levied by ten percent on the

remaining amount of the taxable income.
Provided that,

@ Tax shall be levied by Five percent
on Disposal of non-business taxable
property (land and building and land)
on more than Five years of

ownership.

(2) Taxshallbe levied by Ten percent on
Disposal of non-business taxable
property (land and building and land)

on less than Five years of ownership.

(5) For the individuals working in the remote

areas specified by the Government of Nepal, a noamim
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sum of Fifty Thousand Rupees shall, for the remote
allowance, be deducted from the taxable income, as
prescribed, and the tax shall then be calculatedhen

remaining amount only, in accordance with this Bect

(6) For the employee working in the abroad
based diplomatic missions of the State of NepaleSgy
Five percent amount of their abroad allowance siall
deducted from the taxable income, and the tax sheui
be calculated on the remaining amount only, in

accordance with this Section."

(7)  The amount of tax pursuant to sub-section

(4) of Section 4 of this Act shall be as follows:-

(@) Inthe case of a natural person carrying on a
business in the municipal corporation or
sub-municipal corporation area, Three

Thousand Five Hundred Rupees,

(b) In the case of a natural person carrying on a
business in the municipal area, Two

Thousand Rupees,

(¢) In the case of a natural person carrying on a
business in any other place, One Thousand

Two Hundred Fifty Rupees."”

(b)  The following Sub-section (9), (10), (11),(123),(14) and
(15) shallbe inserted after Sub-section (8):

(9) Notwithstanding anything contained elsewhere

in this Section, in cases where any resident nhtura
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person has a pension income, tax shall be computed
pursuant to this Section only on the amount remgini
balance after subtracting an additional twenty-five
percent of the amount mentioned in clause (a) dif-Su
section (1) for the natural person or in clauseofs§ub-
section (2) for the spouse from the taxable incolud.

the threshold of such reducing amount will not bmren

than as prescribed.

“(10) Notwithstanding anything contained
elsewhere in this Section, where any resident atur
person is the disabled, additional Fifty percenttlod
amount mentioned in Clause (a) of Sub-section df) f
such individual and in Clause (a) of Sub-sectionfd2
spouse shall be deducted from the taxable incomg, a
the tax shall then be calculated on the remainimguant

only, in accordance with this Section.”

(11) Notwithstanding anything  contained
elsewhere in this Section, if resident natural pers a
woman whose taxable income mentioned in labouhsuc
person shall be exempt Ten percent from the taxable

amount."

(12) Notwithstanding  anything contained
elsewhere in this Section, where any resident idda
has procured an insurance business, the amoumt$eto
by investment insurance or Twenty Thousand Rupees,
whichever is lesser, out of the premium paid fer stame,

shall be deducted from the taxable income, andtale
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shall then be calculated on the remaining amouiyt, an

accordance with this Section.

(13) Notwithstanding  anything contained
elsewhere in this Section, the owners of vehiclesioe
shall pay annual taxat the following rates. If tvener of
vehicle is an individual, the tax so paid shalfibal and

binding.

Cateqgory of vehicles Annual tax payable

er vehicle

(@) Mini-bus, mini-truck, truck and bus Rs. 1,500/-
(b) Car, jeep, van and microbus Rs.1,200/-
(c) Three wheeler, auto-rickshaw, tempo  Rs. 850/-
(d) Tractor and power tiller Rs. 750/-

(14) Notwithstanding  anything  contained
elsewhere in this Section, if an individual is yudingaged
in the operation of a special industry mentioned in
Section 11 of this Act throughout any year, in a&ting
tax pursuant to this Section, tax shall be charggd
Twenty percent of the taxable income, instead oty

Five percent thereof.

(15) Tax shall be charged at the rate of Fifteen
percent on the taxable income, instead of Twenwe Fi
percent if it is earned by a natural person frapogs in

any income year."
(2) of Section (2):
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The words *“cigaretteBidi, cigar, chewing tobaccd<haini,

liquors, beer” shall be inserted after the words &ny income

year” contained in Sub-section (2).

The following Clause (b) shall be substitufedClause (b) of
Sub-section (3):

"(b) In cases where the entity,

1)

)

3)

Builds and operates any road, bridge, tunnel,

ropeway or sky-bridge, or

ExplanationRopeway includes  cablekar
constructedor the purpose for carrying goods or

movement of the people .
Operates any trolley bus or tram, or"

Any co-operative soO transacting except the
co-operatives which is registered pursuant to Co-
operatives Act, 2048 and enjoying tax exemption in

its transaction.

(c) The following Sub-section (3a) shall be insdrafter Sub-

(d)

section (3):

"(3a) Tax shall be levied by twenty percent on the

taxable income earned by any entity, through itsirse in

Nepal, from exports in any income year."

The following Sub-section (5) shall be subsétlfor Sub-

section (5):
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"(5) Tax shall be levied, pursuant to Sub-sectighs
and (4) of Section 1 of this Schedule, on the texaizome of a
trust acquiring or looking after the property bejorg to any
deceased resident person or of a disabled resimdimidual in
any income year as if the one who acquires or l@dtes or that

trust money or trust resident were an individual.”

The word "Five" shall be Substituted for "Tesf'Sub-section
Q):

The following Sub-section (7) shall be suhged for Sub-

section (7):

“(7) Tax shall be levied by Five percent on theataa
income of any non-resident person in relation te imcome

referred to in Section 70 in any income year.

Provided that, in the case of a non-resident person
providing telecommunication, air transport or watensport
service, which does not so depart fromthe Statéepfal that it
has destination in a foreign country, tax shalldaed by two

percent."

(2) Of Schedule-2:

(@)

(b)

The words "Sub-section (5)" shall be subsgitiufor "Section
(5) contained in Clause (b) of Sub-section (3)&dt®n (2) :

The following Sub-sections (3) and (4) shallibserted after
Sub-section (3):

(3 The production oriented industries which have
capitalized capital amount from its property to gete
power (rjashakti) required for such industry shall be
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entitled to claim the Fifty percent depreciationsiame

year.

4 If a person issues receipts (bills) installitsgal printer
and cash machine, he/she may claim the total amount
invested on such machines as depreciation in the sa

year.

Amendment of Industrial Enterprises Act, 204392): (1) Clause (a) of

Section 15 of the Industrial Enterprises Act, 2q4992) shall be
deleted.

Prevalence of Amendment and appeal Notwithstanding anything

contained in the prevailing laws, the provisioneaded and repealed
(deleted) of this Act shall be amended and repeafet fiscal year
2066/067 and after the expiry of that period, spdvisions shallpso

facto deemto be received.

Inoperativeness of the Finance Ordinanc€l) Finance Ordinance, 2067

(2010) which in force before at the time of comnement of this Act

shall beipso facto deemed to be inoperative.

(2) With the Finance Ordinance, 2062 (2005) bemraperative,

unless a different intention appears, the inopezaess shall not:

(@) revive anything not in force or exsting at the at

which the Ordinance became inoperative;

(b) affect the matter in operation as per the Gidoe or
anything duly done or any punishment suffered

thereunder;

(c) affect any right, privilege, obligation or ligity acquired,
accrued or incurred under the Ordinance;
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(d) affect any penalty, punishment or forfeitureeurred

under the Ordinance;

(e) affect any action or remedy made or takeregpect of
any such right, privilege, obligation, liability epalty or
punishment as aforesaid Clause (a), (b), (c) ahdddd
any such legal proceeding or remedy may be ingtitut

continued or enforced as if the Ordinance wereind.
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