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Value Added Tax Act, 2052 (1996)

[Amended by Financial Act, 2068 (2011)]

Date of Authentication and the Publication

2068.7.03 (27 Oct. 2011)

An Act Made to Implement Proposals Relating to Fiance of the
Government of Nepal

Preamble Whereas, it is expedient to levy some charges, staxiities,
cesses and fees, continue or alter the existing and also to amend the laws
in force relating to revenue administration in art® implement the proposals

relating to finance of financial year 2068/69 oétGovernment of Nepal;

Now, therefore, be it enacted by the Constituthmsembly pursuant to
Sub-articles (1) of Article 83 of Interim Constitoh of Nepal,2063 (2007).

1. Short title_and commencement (1) This Act may be called the
“Financial Act, 2068 (2010)."

(2) This Act shall come into force immediately.

30. Amendment to the Value-added Tax Act, 2052 (189 Of the Value-
added Tax Act, 2052 (1996),-

(1) Of Section 2,-
(@) The following Clause (f1) shall be inserté@iaClause (f):

“(f1) “Group of companies or entities” means a groof
companies or entities in relation to which thedaling

situation exists:

(@) If any business is carried on by a person entg

member associated with the group of entities,
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(b) If any goods or services are supplied by the
group of entities to any entity or group of other

entities associated with it,

(c) If any goods or services are supplied to trogr

of entity or member of the group,

(d) If the permanent address of operation of bissine
of any two or more than two entitles is in the

same place, or

(e) If the group of entities is controlled directty

indirectly by any one person or some persons.”
The following Clause (h) shall be substitutedClause (h):

“(h) "Consideration" means any thing to be obtained
exchange for the price of any goods or serviceagbei

supplied.”
The following Clause (h1) shall be insertégéaClause (h):

“(h1l) "Loan agreement” means a hire purchase awggtor

financial lease.”
The following Clause (k1) shall be substitufer Clause (k):

“(k1) Electronic medium" includes approved meanshsu
as the computer, fax, e-mail, internet, electronic

cash register/machine and fiscal printer.
The following Clause (t) shall be substitutedClause (t):

“(t) “Tax Officer" means the Tax Officer, Chief Tafficer
and the Chief Tax Administrator appointed by the
Government of Nepal for the purpose of this Actd an

this term includes a section office, director amguty
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director at the Department or such other officer
designated by the Government of Nepal authorizang t

exercise the powers of Tax Officer under this Act.”
(2) The following Section 4 shall be substituted $ection 4:

“4.  Jurisdiction of the Tax Officer: (1) The jurisdiction of Tax

Officer shall be as prescribed by the GovernmemNeayal.

(2) The Director General may also so designate a
Tax Office as to inspect and monitor also the taatien of
taxpayers in other areas than those falling underoh her

jurisdiction.”
(3) The following Section 5A. shall be substitufed Section 5A:

“5A. Tax not to be levied on transfer of ownership of
transactions: (1) Notwithstanding anything contained
elsewhere in this Act, in cases where a registperdon sells
the transaction being carried out by him or heaty other
registered person or the transaction is transfarrétie name
of his or her heir by virtue of his or her deathc¢ls transfer of
ownership shall not be subject to tax. The persgistered in
so selling or transferring the transaction shalegnformation

thereof to the Department as prescribed.

(2) Notwithstanding anything contained in Sub-g@tti
(1), if any industry or business that is requiredé registered
or has been registered pursuant to laws is traesferthe
transferee who obtains the ownership shall beatrémsferor’s

liability of tax specified by law.

(3) The person who obtains ownership shall, suligct

Sub-section (3), bear the obligation of safely ramng the
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accounts, records and books of account of the dcdiog of
such an industry or business until the prescribatbd (before

and after transfer) pursuant to this Act.”

(4) The following Explanation shall be inserted @hause (c) of Sub-

section (2) of Section 6:

“Explanation: For the purposes of this Clause, acquisition shall

deemed in the following circumstance:

(@) Copyrights, patents, licenses, trademarks and aimil
other rights,

(b)  Advertisement services,

(c) Technical services, engineering services, servioes
suppliers providing technical services, legal smsj
accounting services, data and data processingcssrvi
information services and similar other services.

(d) In supplying the services as referred to in Sultizec
(1) or accepting any liability or undertaking or in
exercising that undertaking fully or partly or dgiany
business activities in exercise of such right, or

(e) Insurance or reinsurance services other than tiktya

of safe deposit.

(5) The following Sub-section (1) shall be subsatufor Sub-section (1)

of Section 7:

“(1) The rate of tax to be levied pursuant to tAist shall be in

single rate of 13 percent.”
(6) Of Section 8:
(@) The following Sub-section (2) shall be substitufor Sub-

section (2):
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“(2) A person, whether registered or not, whas tecipient
of services from a person who is not registered iaralitside
Nepal shall have to assess and collect tax atatkebte value
in accordance with this Act and the Rules framedeurthis
Act.”

(b)  The following Sub-section (3) shall be insertafler Sub-

section (2):

“(3) Even though the construction of a building o
apartment or shopping complex and similar otharcstire as
specified by the Department, of which value is mitvan Five
Million Rupees, and which is built for business guse is
procured from a person who is not registered, taall soe
assessed and collected from a person who has dvimers
that structure as if such construction were praturem a

registered person.”
(7)  The following Section 8A. shall be inserteceaffection 8:

“8A. Provision of bank guarantee: (1) An industry that
exports more than Sixty percent of the total sdl¢he last
Twelve months after the operation of the industrigynmake
import by furnishing a bank guarantee with the esned Tax
Office in consideration for tax while importing theaw
materials required to produce the goods in the tjyaof
export, and import of goods to be imported for t&ydree shop
through a bonded warehouse may be made by furgishin
bank guarantee with the concerned Tax Office irsmaration

for tax leviable on such goods.
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Provided that, except for the import by a dugefishop
through a bonded warehouse, in order for the atlporter to
avail such a facility, the exporter has to makeshied goods

from the raw materials, with Ten percent value aoldi

(2) Liquors and cigarettes imported through a
bonded warehouse availing the facility as refet@adn Sub-
section (1) have to be sold only to the diplomatnd tariff
facility enjoying persons or bodies that are recanded by

the Government of Nepal, Ministry of Foreign Afair

(3) Liguors and cigarettes in stock at the dinge
shop situated at the Tribhuvan International Aitdrthe time
of commencement of this Act may be transferredtgooivn
bonded warehouse that has been licensed or be ugpad

paying leviable tax.

(4) The bank guarantee furnished pursuant to Sub-
section (1) shall be released from the concerned(féice in

accordance with the procedures specified by theaBent.

(5) A person who enjoys the facility as refertedn this
Section shall not be entitled to the facility akereed to in Sub-

section (4) of Section 24.”

(8) The following Section 9 shall be substituted $ection 9:

“9.

Exemption for small vendor: Notwithstanding anything
contained in the other provisions of this Act, arraption may
be provided to a small vendor, having a prescribadual
taxable transaction threshold, from the requiresenf
registration and filing of tax returns and from kuc

requirements as may be prescribed.
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Provided that, if a small vendor wishes to havedris
her transaction registered voluntarily, he or stz tmave such
registration after completing the procedures asrrefl to in
Section 10.”

(9)  Of Section 10,-

(@)

(b)

The following Sub-sections (1) and (2) shallsbéstituted for
Sub-sections (1) and (2):

“(1) A person who intends to be engaged in any
transactions has to make an application, in thesgpiteed
format, to the Tax Officer, for registration, prioto

commencing the transactions.

(2) If any goods transacted by a person is taxable
if any person operates hardware, sanitary, furajtdixture,
furnishing, automobiles, motor parts, electronieearble,
educational consultancy, discotheque, health chkdiering
service, party place business, parking service, deaners
using machinery and equipment, restaurant with doad, color
lab transactions within a Municipal Corporation, bSu
municipal Corporation, Municipality or Depart or thin an
area specified by the Department, the person hasake an
application in the prescribed format, to the TaXic@f, for
registration, within Thirty days after the dateiwiposition of

such tax or the date of commencement of the tréinsac’

The word “application” shall be substituted fdre word

“petition” contained in Sub-section (4).
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(10) The following Section 10A. shall be insertégtaSection 10:

“10A. Special provision relating to provisional regstration: (1) In

(11)

the case of an exhibition, fair and similar oth@nsaction to
be organized temporarily, the organizer and anyepnéneur
who carries on the transaction of any taxable ga@vdservices
in such an exhibition or fair and is not registeredh the
Value Added Tax shall have to be registered with Yalue
Added Tax temporarily. In the case of a person wheo
registered, the Tax Officer may require a deposit

consideration for security.

(2)  An entrepreneur who has been registered théh
Value Added Tax since previously pursuant to Sudiice (1)
may take back through stock transfer the goodsbéxki in

that program.

(3) A tax payer who has been registered onlytHer
program as referred to in Sub-section (1) shalleh@vcancel
the temporary registration by furnishing the dstaibf
transaction and paying all the leviable tax witiaven days

after the completion of the organized exhibitiorfaor.”
Of Section 11,-
(@) Of Sub-section (1),-

(1) The following Clause (c) shall be substituted f

Clause (c):

“(c) In the case of a partnership firm, if such
partnership firm is dissolved or the partner
dies,”
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The following Clause (d1) shall be inserteceaft
Clause (d):

“(d1) If the taxpayer is one who gives zero
return or does not give return at all within

a consecutive period of One year,”

The following Clause (1b) shall be inserteceaft

Clause (1a):

“(1b) A taxpayer has to submit his or her
documents for auditing within fifteen days of the
submission of the tax returns for cancellation of
registration, and the Tax Officer shall perform
the audit of such a taxpayer, cancel the
registration within Three months or if registration
is not to be so cancelled, the Tax Officer shall
give information thereof to the taxpayer. If the
Tax Officer does not cancel registration or make
decision to cancel registration within that period,
the taxpayer is not obliged to furnish the tax

returns subsequent to that period.”

The following Sub-section (3) shall be

substituted for Sub-section (3):

“(3) Out of the goods that have already
enjoyed the tax deduction facility, the stock
(capital goods as well) remain available for use at
the time of the cancellation of registration shall
be deemed supplied at the market price and tax

shall be assessed and recovered accordingly.
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Explanation: For the purposes of this Sub-
section, “capital goods” shall mean any property
or any part of property and property that is used

in taxable transactions.”

The following Sub-section (4) shall be

substituted for Sub-section (3):

“(4) If any act and liability as required to
be performed and borne pursuant to this Act shall
be due by the reason of commission or omission
of any act at the time of carrying on taxable
transaction, the cancellation of registration of
such a taxpayer shall not in self result in the
exemption of such a taxpayer from the

consequence of such a liability.”

The following Clause (b) shall be substituted Clause (b) of
Sub-section (2) of Section 12:

“(b)

Excise duty, ownership fee and other taxesedhe tax

imposed under this Act.”

Explanation: For the purposes of this Clause, "other tax

amounts" means such tariffs, fees and chargeses ar

specified and levied by the yearly Financial Act.

The following Section 12A. shall be insertéaSection 12:

“12A. Taxable value of timber transaction: (1) There shall

be levied and collected tax on the amount of rgyalt the

timber of national forest or the amount of auctihjchever is

higher, at the time of auction, release or saw pndbichever

is earlier.
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(2) If the timber of a personal cultivated, private

forest or community forest for business purpose despite

that royalty is not chargeable, tax shall be leldas if it were

the timber of national forest.”

Of Section 14,-

(@)

(b)

The following proviso shall be inserted in Sdwztion (1):

“Provided that, a person who carries on annual
transaction of more than One Million Rupees slssllie
invoices with serial number and permanent accounts
number as well as his or her name, and addresstelesp

that he or she is not registered.”

The following Sub-sections (4), (5), (6) and ¢hall be

inserted after Sub-section (3):

“(4) One who transports goods attracting tax of
more than Ten Thousand Rupees outside the area
specified by the Department shall hold tax invoicgh

him or her.

(5) The Department may order taxpayers to
issue invoices by using a cash machine or computer.
Other procedures on so issuing invoices by usiogsé
machine or computer shall be as prescribed by the

Department.

(6) The Department may, by publishing a
notice or giving an order in writing, so specifiathany
person specified by such a notice or order hasakem
public the retail sale value or price of any suobds as

specified in that order or notice for such pericsl a
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specified therein. No sale or transfer of any gosiu|
be made without making public the retail sale patter

the receipt of such a notice or order.

(7)  Provision shall be made that any person
specified pursuant to Sub-section (6) shall, ifirsgl
such goods to any unregistered persons, have ue iss
invoices of the price made public in the specifieanat

and collect also the tax at the consumer level.

Provided that, any persons not so specified
pursuant to Sub-section (6) may issue invoices as

referred to in this Sub-section.”

The following Sub-section (3) shall be insdredter Sub-section (2)
of Section 15:

“(3) Notwithstanding anything contained in Sub-
sections (1) and (2), a Local Body or an intermlo
organization or mission situated in Nepal or thev€&oment of
Nepal or public corporations doing transactionggobds not
subject to value-added tax shall have to colleceoover tax at

the time of sale of value-added taxable goodensices.

(16) Of Section 16:

(@) The following Sub-section (1a) shall be insgredter Sub-

section (1):

“(1a) The Department may have continuous access to

the computer database of taxpayers.”

(b)  The following Sub-section (3a) shall be insértfter Sub-

section (3):
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“(8a) A person who carries on the transactions of
taxable goods or services but is not registeredhinaself or
herself certify the account of purchase and sale gach
financial year. The Tax Officer may at any time @ such

an account.”
(17) The following Section 16A. shall be substituifer Section 16A:

“16A. Records processed by computer to be eligibles &vidence:
(1) Notwithstanding contained in the laws in fordbe
records relating to taxpayer processed by the ctanpu
installed in the Department or offices thereundkallsbe
eligible as evidence for purposes of tax, excepothgrwise
proved.

(2) The Department may by publishing a notice,
make necessary arrangements on the issuance oicasyo
maintenance of accounts, submission of tax retwnd

payment through electronic medium."
(18) The following Section 16B. shall be inserédtbr Section 16A:

“16B. Deduction of tax paid on goods in the event dbss: In the
event of loss and damage due to arson, theft, eatidvear
and tear or disruptive activity, deduction of valadgded tax

paid on the goods shall be allowed as prescribed.”
(19) Of Section 17,-

(@) The following Sub-section (2) shall be substitlfor Sub-

section (2):

“(2) Notwithstanding anything contained in Sub-
section (1), it may be provided that no deductiononly a

partial deduction may be granted in the case ofptlescribed
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goods that can be used for personal purpose obusmess

purpose or for both purposes.”

(b)  The following Sub-section (5a) shall be subgtitl for Sub-

section (5a):

“(5a) The concerned taxpayer shall be allowed ttude
tax paid on the capital goods that were importegwchased
by entering into a loan agreement under finaneiasé subject
to Sub-section (2).”

(c) The following Sub-section (5b) shall be insdrigfter Sub-

section (5a):

“(5b) The concerned taxpayer shall be allowed to
deduct tax paid pursuant to Sub-section (2) of iSec8,
Section 12A. and Sub-section (3) of Section 15.”

(d) The following Sub-section (8) shall be insertafler Sub-

section (7):

“(8) Notwithstanding anything contained elsewhiere
this Section, the name of a taxpayer who dies ubinits the
tax returns for Six months consecutively shall Edenpublic,
and if there is any amount due for tax deductionsbhgh a
taxpayer, such amount may be suspended and hiseror h

registration may also be suspended.”
(20) Of Section 18,-

(@) The words “or by registered post” shall be itext after the
words “before the Tax Officer” contained in Subts@t (1).

(b)  The following Sub-sections (1a) and (1b) sballinserted after
Sub-section (1):
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“(1a) Notwithstanding anything contained in Sulots® (1),
a taxpayer in a district where there is no Inlamdéhue Office
may furnish the amount of tax and tax returns tqaiel and
submitted by him or her with the Office of Fundslakccounts
Controller of the same district within the Fiftelerday of the
month in which he or she has to furnish the taxrret The
Office of Funds and Accounts Controller shall fordiahe
returns of tax and payment of tax so received ® Itiland

Revenue Office within Seven days.

(1b) The procedures for furnishing and forwarding
returns pursuant to Sub-section (1) may be deteunby the

Department.”
(21) Of Section 19,-
(@) The following Sub-section (2) shall be substitlfor Sub-
section (2):

“(2) If a taxpayer does not pay the tax within thrae limit
specified in Sub-section (1), an extra charge aof percent per
annum shall be imposed on the amount of tax due and

outstanding.”
(b)  Sub-section (3) is hereby deleted.

(c) The words “pursuant to Sub-section (2)” shall substituted
for the words “pursuant to Sub-section (2) or (@htained in
Sub-section (4).

(d) The words “pursuant to Sub-section (2)” shall substituted
for the words “pursuant to Sub-section (2) or (&htained in
Sub-section (5).
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(22) Of Section 20,-

(@)

(b)

(€)

The following Clauses (f), (g), (h) and (i) 8H=e inserted after

Clause (e) of Sub-section (1):

“(f) If supply is made to the group company by nmaki

under invoicing,

(g) If transaction is carried out by a person reggiito be

registered without being so registered,
(h)  If sale is made without issuing invoices,
0] If tax is collected by an unregistered person.”

The following Sub-section (4) shall be subs&tl for Sub-

section (4):

“(4) In assessing the tax pursuant to Sub-sedtign
tax assessment shall have to be made within Faansyfeom
the date of submission of the tax returns. If #sedssessment
cannot be made within that period, the returnsilea fshall

ipso facto be considered to be valid.”

The following Sub-section (4a) shall be inseéri&ter Sub-

section (4):

“(4a) Notwithstanding anything contained in Sub-
section (4), where any person has evaded tax Ipapng false
accounts or invoices or other documents or by frahe
Department may at any time issue an order for the

reassessment of tax.”

(23) Of Section 21,-

(@)

The following Clause (c) shall be substituted €lause (c) of
Sub-section (1):
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“(c) By selling all or some of the properties okttaxpayer
through sealed quotations or auction at the same ar

various times.”
(b)  Sub-section (2) shall be deleted.
(24) The following Section 22A. shall be inser&dter Section 22:

“22A. Provision against tax evasion plan: Notwithstanding
anything contained elsewhere in this Act, if anyxp&yer
commits any of the following acts with mala fidgantion to
take advantage of tax, the taxpayer shall be dedmdtve
committed enticement to evade tax through tax exemp
scheme, and the Director General may order theOféiger to

assess the tax of such a taxpayer and recoveathe: s

(@) To lessen the liability of tax by making or dgiany
scheme or act with mala fide intention to evadelgx

manipulating any provision contained in this Act,

(b) If any person or entity does any act with méate
intention to lessen the liability of tax or entargo

agreement with that intention.”

(25) The following Sections 23C. and 23D. shallifserted after Section
23B.:

“23C. Purchase of goods of under invoicingl) If any person sells
any goods by under invoicing, showing the sellimgze lesser than
the prevailing market price, the Tax Officer shalbtwithstanding
anything contained in the laws in force, withhahe tgoods in stock
similar to those goods so under invoiced and sold the Inland
Revenue Office may purchase or cause to be purdhhsesame at

the price under invoiced and sold.
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(2) If, in purchasing or caused to be purchabedypods by
the Department or Office pursuant to Sub-sectign gch a person
does not agree to sell the goods, the Departmeatfiok shall take
such goods in its custody, make calculation orbtms of the price at
which they were under invoiced and sold and makgneat when

such a person shows up to receive payment.

(3) The goods purchased or caused to be purchased
pursuant to Sub-sections (1) and (2) may be solthosed to be sold
at such price and in accordance with such procedase may be

specified by the Director General.”

Power to make search, seizure or demand depbsr security: (1)
If the Tax Officer finds that any person, firm, compaor
organization has done transaction by evading tak there is a
possibility that the accused may go away or thdenge and proof of
offence may disappear, the Tax Office may, with dperoval of the

Director General, do or cause to be done any ofdif@ving acts:

(@) To seal the place of transaction,

(b) To take custody of the electronic equipment or
records thereof,

(c) To demand cash deposit or wealth guarantee in a
sum equivalent to the tax evaded from the person
believed to have committed the offence, by
executing a memorandum to that effect,

(d) To withhold the bank account in the name of

taxpayer for up to Three months.

Provided that where the tax assessment
procedures have not been completed, the bank

account may be withheld for an additional period
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of Three months with the approval of the

Director General.

(e) To take into custody upto a period of FortyeFi
days not exceeding Fifteen days at a time till one
does not pay cash deposit or give wealth

guarantee pursuant to Clause (c)

(2) The Tax Officer shall have the same powers les t
police may exercise under the laws in force in ti@a to the

investigation of offences pursuant to this Act.”

The following Sub-section (4) shall be sulbgét! for Sub-section (4)
of Section 24:

“(4) Notwithstanding anything contained in Sub-s@ts (2)
and (3), any registered person whose export sale®iie month are
40 percent or more of his or her total sales fat thonth, and submits
an application following the procedures set forihthis Section for
the refund of the amount that is deductible pursdanSection 17
shall be entitled to a refund of the remaining esda lump sum after

adjusting any outstanding amount.”

The following Sub-section (5) shall be sulbgét! for Sub-section (5)
of Section 24:

“(5) On the submission of an application pursuantSub-
section (3) or (4), the Tax Officer shall refune tamount held to be
refundable, and if such an amount is not refundekirnvThirty days
after the date of submission of application in tietato the matter
referred to in Sub-section (3) and within Sixty slay relation to the
matter referred to in Sub-section (4), the Goveminod Nepal shall

have to provide interest on that amount, as presdri
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(28) The following Section 24A. shall be insertdéaSection 24:

“24A. Tax not to be refunded: (4) Notwithstanding anything

contained in Section 24, if an application is nada for the
refund of the amount refundable pursuant to thi$ vithin
Three years after the date of expiration of thdogeof tax,

such refund shall not be made.”

(29) Of Section 25,-

(@)

(b)

The following Clause (a) shall be substituted €lause (a) of
Sub-section (1):

“(@) If a foreign county grants on reciprocity théax
exemption facility to Nepalese diplomats whom the
Government of Nepal, Ministry of Foreign Affairsah
granted diplomatic recognition or to persons emjgyi
diplomatic facility and serving in regional or
international missions or institutions, the amoohtax
paid by the Nepal based diplomats of such country o
regional or international missions or instituticlosthe

extent of consumption by them.”

The following Sub-section (1a) shall be insériter Sub-

section (1):

“(1a) Notwithstanding anything contained in Sub-
section (1), the tax paid by a diplomatic body gri@mat on
the purchase of taxable goods or services shabhaoefunded
if the amount purchase is less than One Thousawneé Fi

Hundred Rupees at one time.”

(30) The following Sections 25A. and 25B. shall be itesg after Section 25
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“25A. Refund of tax paid by foreign tourist on purclase: If a
foreign tourist visiting Nepal and returning by gurchases
taxable goods of more than Fifteen Thousand Rupeésakes
them with him or her, the tax paid on such goodsll she
refunded in accordance with the procedures spdclii the

Department.

25B. Return of tax at the customs point in the casef re-export:
If any goods are re-exported, the concerned CustOffise
shall, on the basis of the evidence of re-exporthef goods,
make refund out of the deposit amount in considerdbr the

value added tax with the customs by the concereesbp.”

The following Sub-section (2) shall be sulbgét! for Sub-section (2)
of Section 26:

“(2) For the purposes of Sub-section (1), the dditmterest shall be

Fifteen per cent per annum.”

The following Sub-section (1a) shall be insdrafter Sub-section (1)
of Section 28:

“(1a) If any goods manufactured or prepared witNiepal,
after the completion of export procedures by thest@mus Office or
after reaching a foreign country, are re-importedduse of rejection
by the concerned party or other reason, and the sgods are to be
exported within Three months of the import, the dpamay be
released against the deposit of the value addel@vable at the time
of such return, and the deposit shall be refundid the re-export of
such goods. The concerned Customs Office shalligeothe details
of amount so furnished as a deposit and refundethéoInland

Revenue Office.”
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(33) Of Section 29,-
(@) Of Sub-section (1),-
(1) The following Clause (a) shall be substituted €lause
(a):
“(@) In the event of violation of Sub-section (I)(@)

of Section 10, Ten Thousand Rupees for every

tax period.”
(2) The following Clause (b1) shall be insertecafflause (b):

“(b1) In the event of failure to place a tax boand
accordance with this Act or the Rules framed
under this Act, a fine of Two Thousand Rupees
for each week and in the event of failure to place
it at the designate place, a fine of One Thousand

Rupees.”
3) The following Clause (c) shall be substituted €lause (c):

“(c) In the event of violation of Sub-sections @nd
(4) of Section 14, Five Thousand Rupees for each

instance.”
(4) The following Clause (d) shall be substituted€lause (d):

“(d) In the event of violation of Section 15, cent

percent amount of tax collected.”
(5) The following Clause (g1) shall be insertectafflause (Q):

“(gl) In the event of violation of Sub-section (3af)
Section 16, One Thousand Rupees for each

instance.”
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The following Clause (l) shall be inserted af@ause
(k):

“  If a taxpayer who has obtained permission to
making computer billing is found to have used a
software deleting and correcting data, Five

Hundred Thousand Rupees.”

The following Sub-section (1a) shall be insériter Sub-
section (1):

“(1a) In the event of lessening tax liability witltoobserving

this Act or the Rules framed under this Act, thexTa

Officer may fine up to Twenty Five percent of the

amount of tax, on the grounds as specified by the
Department.”

The following Sub-section (2) shall be substitl for Sub-
section (2):

“(2)

If a person commits any of the following offess, the
Tax Officer may impose a fine of cent percent o th
amount of tax or an imprisonment up to Six months o

both the fine and the imprisonment on such a person

(a) Preparing false accounts, invoices or other

documents;
(b)  Committing an evasion of tax by fraud;

(c) If an unregistered person acts as if he onvatre

a registered person;

(d) Infringing Section 23C.;
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(e) Carrying out a transaction by infringing Semwtio
30.”

(d)  The following Sub-section (3) shall be insdrafter Sub-

section (2):

In a case, an accomplice (accessory) who knowiagly
negligently assists, helps, abets or provides adwisa person
who commits an offence as specified in this Actshe shall
be liable for a fine of Fifty percent of the tax @mmt which

such a person has not paid (or paid the lesser@tinou
(34) The following Section 29A. shall be inser&dter Section 29:

“29A. Power of Department to order to furnish the amount of
fine: (1) Notwithstanding anything contained elsewher¢his
Act, if any person, prior to the commencement afceedings
of action, admits in writing that he or she has opotted
another offence or more than such offence set fiortBub-
section (2) of Section 29, the Department my orslech a
person to furnish the amount of fine not exceedimeamount

of fine imposable for the commission of such arée.

(2) Inissuing order as referred to in Sub-sec{ib),
such an order has to set out the details of sueimod, amount

of fine to be paid and date for payment of the amafi fine.

(3) An order issued by the Department pursuant to

this Section shall be final.”
(35) The following Section 30A. shall be inser&dter Section 30:

“30A. Power to order for reassessment of tax(l) In cases where,
before tax is assessed, it appears from the infowmaiven to

the Director General that any action relating t® #ssessment
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of tax is about to be irregular or has been irraguhe Director
General may, by executing a memorandum clearlyngetiut
the reasons, give direction to the concerned Tafic€fto
make reassessment of tax or order any other Tagedtio do
that act.

(2) In cases where it appears that tax liabilitys ha
increased because of tax assessment made by th©ffiear
recklessly or with mala fide intention, the DirectGeneral
may give order to amend such tax assessment orilemnw

Four months after the date of initial tax assess$rhen
(36) The following Section 31A. shall be substitifer Section 31A:

“31A. Application may be made for administrative review (1) A
person who is not satisfied with any decision afdasessment
made by the Tax Officer may make an applicationthte
Department against the decision within Thirty dafshe date

of receipt of a notice of that decision.

(2) In cases where the time limit for making apgiicn
pursuant to Sub-section (1) expires and any pensakes an
application for the extension of time limit withfBeven days
from the date of expiration of the time limit, tibepartment
may extend the time limit for a period not excegdirhirty

days from the date of expiration of the time limit.

(3) If the claim of the applicant appears to beetru
upon examining the evidence and documents includiey
application made by the taxpayer pursuant to Sabese (1),
the Director General may, by executing a memoranseiting

out the clear reasons, void that tax assessmeat ardl direct
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the concerned Tax Officer to make re-assessmerntofor

order any Tax Officer to do that act.

(4) The Department shall make decision on the
application within Sixty days after the date of nmak of

application pursuant to Sub-section (1).

(5) If the Department does not give decision witthia
time limit as referred to in Sub-section (4), thencerned
person may make an appeal to the Revenue Tribumalant
to Section 32.

(6) The taxpayer who makes an application pursuant
to Sub-section (1) has to pay undisputed amoutd»qgfout of
the amount of tax assessed, and furnish a casrsitlepdOne

Third of the amount of tax in controversy.

(7) In cases where excess of the amount to be
furnished pursuant to Sub-section (1) has beenstved prior
to the making of application, only the remainingoamt upon
deduction of the amount covered by that amount rbay

furnished as deposit.

(37) The following Section 32 shall be substitutedSection 32:

“32.

Appeal in the Revenue Tribunal (1) A person who is not
satisfied with an order of suspension made by tlrecior
General pursuant to Section 30 or a decision madehe
Department pursuant to Sub-section (4) of SectibA. 3nay

file an appeal in the Revenue Tribunal.

(2)  The person who files an appeal pursuant to Sub-
section (1) has to register a copy of the appedh \he
Department within Fifteen days of the date of gliappeal.”
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The following Section 32A. shall be insertdter Section 32:

“32A. Advance ruling: (1) If any person makes an application in
writing to the Department for the removal of anyfusion as to the
application of this Act, the Department may isstgeviersion by an

advance ruling as prescribed, by notifying the peis writing.

(2) Notwithstanding anything contained in Sub-s@tiil), the
Department shall not be entitled to issue an advankng referred to
in Sub-section (1) on any matter of confusion owdirin the
implementation of this Act in cases where such enagtsub- judice

in the court or has already been decided by thet.cou
The following Section 34A. shall be insertdter Section 34:

“34A. Power to have expert's serviceThe Government of Nepal
may obtain the service of the concerned expertther act
related to tax auditing; and the provision on gowezntal
secrecy mentioned in Section 37 shall also applguch an

expert.”

The following Sub-section (1) shall be sulogét! for Sub-section (1)
of Section 40:

“(2) A person who provides information, along thwi
evidence, showing that a taxpayer has evaded emptéd to evade
all or some portions of his or her tax liability ynbe awarded, by a
decision of the Director General, as reward thewarhthat is equal to
Twenty per cent of the amount of tax recoveredlenliasis of that

information."

The following Schedule-1 and Schedule-2 shall substituted for
Schedule-1 and Schedule-2:
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“Schedule-1

(Relating to Sub-section (3) of Section 5)
List of VAT exempt goods and services
Basic Agricultural Products

Paddy, rice (heading 10.06), wheat (headin@2)Q.maize (heading
10.05), barley (heading 10.03), millet (sub headih@.08.20),
buckwheat (sub heading 10.08.10), pulses (headint@) flour and
rye flour(heading 11.02), grains (heading 11.04adqy flakes
(heading 19.04), peas, beans, chickpeas and kigeag (heading
07.08 and 07.13) and similar basic unprocessed foatérials and

their extracts,

Green and fresh vegetable (from heading 0700Q7t11, 07.12.20)
(except sub heading 07.03.20), fresh fruits (froeadings and sub
headings 08.01.19, 08.03, 08.04.30, 08.04.40, (&00Q408.05,
08.06.10, 08.07 to 08.10), fresh eggs (sub heda@3.10), tuberous
roots, corms, fruits, and vegetables and freshuocessed agro-
products, except those to be supplied to hotetsaueants, bars, guest

houses, cafeteria and other similar organizations)

Unprocessed cash crops/cereals (such as suogalsab heading
12.12.99), cotton (heading 52.01), cardamom (sw#dling 09.08.30),
ginger and saffron (sub heading 09.10.10), flaxadmeg 53.01 and
sub heading 53.03.10)), unprocessed tobacco, tah deld by
farmers(sub heading 09.02.10 and 09.02.20), teat ¢kab heading
44.15.10), coffee (sub heading 09.01.11 and 092)1.&oybean
(heading 12.01),ground-nuts (heading 12.02), tuaemrcuma) (sub
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(a)
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(©)
(d)
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heading 09.10.30), oil-cake and other solid resdireadings 23.04
and 23.05)

Herbs (including their extracts)

Goods of Basic Needs:

Piped water, including water supplied by tasker
Fuel wood (sub heading 44.01.10)

Coal (heading 44.02)

Salt (sub heading 25.01.00.90)

Group 3. Live Animals and animal products

(@)

(b)

(€)

(d)

Goats (sub heading 01.04.20), sheep and mougaits (sub heading
01.04.10), yak and buffalos (heading 01.02), boré pigs (heading
01.03), rabbit (sub heading 01.06.19) and theirrocgssed raw
edible food items (from headings 02.01 to 02.04divey 02.06)

Cows and she buffalos (01.02), she goats ((d0)4and their fresh
milk (04.01), (including pasteurized), curd (0418, bees
(01.06.90) and bee hives (44.15.100 and bee keemiachinery,

including germination plant, metal barrel, bee brusase roller, gear
pump and wheel plate (heading 84.36) and bee harges threshing

machinery (heading 84.33)

Ducks, hens, cocks, turkey and similar othed$i9heading 01.05)
their fresh meat and unprocessed raw items (hedfir®y) and eggs
(heading 04.07)

Fresh or dried fish (other than packed) (headd8.01) (from sub
heading 03.02.33 to 03.02.36, except 03.02.700 dihga03.03
(except sub heading 03.03.80, sub headings 03.@nd03.07.49)
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4. Agricultural inputs

(@)

(b)
(€)

(d)

(€)

(f)

(¢))

Crops, grasses, flowers or live trees and opteants, bulbs, tubers,
tuberous roots and bulbs and roots used as seedsliffilgs 06.01,
06.02, 06.04, and 12.09)

Manure, fertilizer and soil conditioners (ChapBl)

Hand tools, spades, shovels, mattocks, pic&eshforks and rakes,
axes, bill hooks and similar hewing tools, secaeof any kind,
scythes, sickles, hay knives, other than hand séwedge shears,
timber wedges, ploughshare and other tools of al kised in

agriculture (heading 82.01)

Insecticides, rodenticides, fungicides, hedmsi and de-ratting drugs
as mentioned in Chapter 38 of Customs Tariff usely for crops
(sub headings 38.08.91.90, 38.08.92, 38.08.93830)

Tractors (heading 87.01), cultivators (sub mgp84.32.29), tantalum
(sub heading 84.32.21), levelers (sub heading 83032harvesting or
threshing machine (heading 84.33), threshers (salblihg 84.33.52),
fishing nets (sub heading 56.08.11), ready-made esador
aquaculture, fish incubators, pumping sets withiregsgyfrom Two to
Eight horse power and up to 30 meters hose pipengganied with

the sets, used in irrigation works.

Raw materials of deed supplements falling ur@eapters 23, 28 and
29 of the Customs Tariff, animal feeds and feedpkipents falling
under Chapter 23 of the Customs Tariff, and limenstdust, bone

dust and fish dust falling in Chapter 25.

Special kind of utensils for feeding poultryete except normal or
general utensils, and special kinds of utensilsfémding water to

poultry.
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(€)

(f)
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Medicine, Medical and Similar Health servces

Health services (other than health servicesigea by the institutions

registered with the value added tax)

Human blood and human blood items and vacciesding 30.020)
plastic blood bags, transfusion sets, testing kitgj various tools,
equipment and chemicals required for building reégjand blood test
reagents that are imported by the Nepal Red Crassety and

required for blood transfusion service,

Human or animal organs or tissue for mediesdearch (heading
30.01)

Medicaments for treatment of livestock and harbaings and family
planning means (headings 30.03, 30.04 (exd&pwanpras) sub
heading 40.14.10)

Pacemakers used in treatment of heart diséd8¢x.50), equipment
required for the treatment of kidney disease, loaticentrate solid or
liquid used in dialysis (38.24.90), goods made ford suitable only
for the use of, infirm and disabled persons, (idilg scooters)
987.13.10 and 87.14.20)

X-ray film (sub heading 37.02.10) and oxygersga be used for
treatment (sub heading 28.04.40) and bandage (rge&0105).

Raw materials for drug industries: metal satisides and hydro-
oxides used by drug industries and in the prodnatiblOL, falling
under Chapter 28 of the Customs Tariff, as weltaag materials of
drugs (active ingredients of drugs) and raw matensed by drug
industries in production of drugs or in productioh IOL , and

packing materials and equipment falling under hegli90.18 and
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90.27 used in the research and development of tinesignd hospitals

on the recommendation of the Department of Drug &d@ment.
Group 6: Education
(a) Research related acts in schools or univessitie

(b)  Vocational or professional trainings or refresstrainings provided by

institutions fully owned by the Government of Nepal
(c) Educational services provided by schools andeusities.
Group 7:  Books, newspapers and printed materials

(@) Books, calendars, newsletters (headings 48902, 49.04) and

printing and publication thereof,
(b)  Newsprint (heading 48.01)
Group 8:  Artistic and cultural goods and services, carvingervices

(@) Painting, handicrafts, carving and similar oth@ndicrafts and related

services.
(b)  Cultural programs,

(©) Admission fees to libraries, museums, art raose zoos and

botanical gardens, and national parks.
Group 9:  Passengers and goods transportation senés

Air transport, passenger transportation (excepticaéar) and goods carrier
service (except transportation related to supphg eargo services for the

purposes of exports
Group 10: Personal or Professional service:

Personal services rendered by artists, sportspgrsanthors, writers,
designers, translators and interpreters institatignor individually, and

services of supplying human resources to foreigmces.
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Other goods or services:
Agriculture products storage services providgddld storage.
Postal services (only those provided by thegbawent of Nepal):

(@)  Services of conveyance or transfer of lettersney and postal

packets,

(b)  Other services required for the services ofvegance or

transfer of letters, money and postal packets,
(c) Postage stamps (heading 49.07),
(d)  Services provided by the Government of Nepal.

Excise duty stamps and passports (heading 4&83h machines (sub
heading 84.70.90)

Financial services, life insurance services r@ntsurance services.
Bank notes, coins and cheque books:
(@) Printing and issue of bank notes,

(b)  Supply of bank notes from foreign countriesoiniepal
(heading 49.07).

(c)  Cheque books
Gold and silver:

(@) Gold (heading 71.08), gold coins (sub headibhd.§.90), gold

ornaments (heading 71.130 and diamond ornaments

(b)  Silver (heading 71.06), and silver coins (selding 71.18.90),

silver ready-made goods and ornaments (headin@)/1.1
Electricity supply,

Raw wool (heading 51.01)
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15.

16.

17.

18.

www.lawcommission.gov.np

Battery operated tempo (sub heading 87.03.21ahd@)their chassis
(sub heading 87.06.00.15)

Bio-gas, solar power and wind power operatedigpogeneration
plants and their equipment and tubular battery, ¢tme

recommendation of the Alternative Energy Promotiamtre.

Aircrafts and helicopters (heading 88.02(exseit heading 88.02.60)
and their engines (sub heading 84.09.10, gear Bok heading
88.05.10), fire brigades 9sub heading 87.05.30)budamces and
corpse carrying vehicles (heading 87.02 and 87.03)

Jute batching oil (sub heading 27.10.19.13) qume products
(headings 53.06, 53.07 and 53.10)

Mills, machineries and equipment, molding kéyscept spare parts)
other than those that can be used in householdcttig up to 5

percent customs duty as falling under Part 84 ®Ghstoms Tariff.

Woolen carpet and woolen carpet weaving, dywgshing and
knitting.
100 percent cotton satiungi, Dhoti (for both men and women),

Gamcha and cotton yarn (headings 52.05 and 52.07).

Woolen yarn to be used in hand knitting sweg@ecept artificial and

acrylic) domestically.

Donated goods received for any natural calamitr philanthropic
purpose, as approved by the Ministry of Financeydgdument of
Nepal.

Goods of personal use that do not attract msstduty and are

imported under the Luggage and Baggage Ordertfacili
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Amount equal to such tax as deemed payablerémadins balance
upon deducting the tax paid on purchase from tkeddected on the
sale of goods by textile, match (only wooden stiekid tyre-tube
industries shall be refunded to these industriesctordance with the

procedures specified by the Department.

Only Twenty Five percent of the amount equaduoh tax as deemed
payable that remains balance upon deducting thpaakon purchase
from the tax collected on the sale of products uffloby flour

industries shall be refunded to these industriesctsordance with the

procedures specified by the Department.

Fifty percent value added tax of the value ddtix collected by
domestic industries producing mustard oil on sgllimeir products of
mustard oil and by industries produciManaspati ghee and other
processed edible oil domestically to the taxpayegsstered with the
value added tax shall be refunded to these inésgstn accordance
with the procedures specified by the Inland RevebDepartment.
Provided that the packaging industries that imgwdcessed oil in
bulk and refilling the oil in consumer packages agntl the same shall

not be entitled to such a facility.

If any native industry that manufactures celuinobile phone sets
and importer thereof submits evidence that theyelsnld the tax paid
on the raw materials of cellular mobile phone setsreadymade
goods to the taxpayers registered with the valugeddax, sixty
percent shall be refunded in accordance with tlequures specified

by the Department.

Seventy y percent value added tax of the vadleked tax collected by
domestic industries producing sugar on sellingrtperducts to the

taxpayers registered with the value added tax dtelrefunded to
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these industries in accordance with the procedspesified by the

Inland Revenue Department.

The value added tax shall be exempted in ogldb imports of such
machinery, equipment, tools and their spare ppdastock pipes or
iron sheets used in making thereof as required hfgdro power
projects and as are not produced in Nepal, ongbemnmendation of
the Alternative Energy Promotion Center, in theecakthose which
are operated with the approval of that Center, amd the
recommendation of the Electricity Development Dépant, in the
case of the industries except those which are tgebravith the

approval of the Alternative Energy Promotion Center

The value added tax shall not be levied onstearing any motor
vehicles that were imported by any foreign misssordonor agency
with the enjoyment of the diplomatic facility orrifé facility to the

project itself in consonance with the approval atmrogram of the
project and converting their number plates intoegamental ones or
on transferring, with the approval of the Ministoy Finance, any
motor vehicles that were imported in the name of gnoject with the
enjoyment of full or partial tariff facility (exceéghose imported on
inventory or bank guarantee) to any governmentalybafter the
completion of the project and converting their nemiplates into

governmental ones.

If any diplomatic body, project or other bodyoyernmental as well
as non-governmental organization) intends to semag cancel the
registration of any motor vehicle that it has impdr with the

enjoyment of the tariff facility and that is moteah 15 years old after

the year of initial production, with the approvdl the Ministry of
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Finance, the value added tax shall not be leviedswrh a motor

vehicle.

If the owner of a motor vehicle imported by iaizen of Nepal for
personal use with the enjoyment of value addedetamption dies
and the motor vehicle has to be transmitted tchtieband or wife of
the owner of motor vehicle, the value added taX stwd be levied on

such a motor vehicle on the basis of the approvéledDepartment.

If any industries that have not enjoyed theilifgcof bonded
warehouse or passbook import the raw materialssigdialny raw
materials, and packaging materials that are notlymed in Nepal,
required for the production of goods to be exporgdthem and
export the goods produced from such raw materialsadcordance
with such procedures and within such period ascpitesd, the value
added tax levied on such raw materials, subsidiany materials and
packaging materials at the customs points whileomtnpg them shall
be refunded from the customs point in relation dohsgoods, from
such a date and on such pro rata as specifiechotiee published in

the Nepal Gazette.

The following goods to be imported in the naafeNepal Army,
Armed Police Force and Nepal Police Headquartewl smjoy

exemption, on the recommendation of the concernigisivly:

(@) Ammunitions, arms, gunpowder and their spamspapecial
kind of oil, accessories, explosives to be usedbgal Army,
Armed Police Force and Nepal Police, raw matereatpiired
to produce army materials and machineries, toots spare

parts used for security.
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Machineries and equipment required for maintgpeace and
security, crowd control materials, equipment andeptgoods
required for the investigation of crimes, and comioation
materials to be used by personnel of Nepal Armyméa
Police Force and Nepal Police, on the recommenuatiche

Ministry of Communication.

Such equipment, materials, drugs and relatedigas required
for the treatment of Army personnel, armed poliod &lepal

police personnel and of horses.

Goods used in the exercise and training of Aramgned police

and Nepal police personnel.

Heavy earth moving plant, tool and parts relatkereto,
optical equipment used in engineering survey amtroction
works carried out by Nepal Army, and such defensees

goods as specified by the Ministry of Defense.

Camping equipment used by Nepal Army and veaigoods

required for special force and paratroopers.

Aircrafts, helicopters and their spare partsaraphute
(including bags), tools, lubricants and ground pment

imported in the name of Nepal Army.
Equipment and tools required for the operatbhospitals.
Goods required for scientific laboratories.

Goods used in natural calamity relief works.
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Group 12: Lands and buildings

Group 13:

Note:

(1)

(2)

3)

Purchase, sale and rental of lands and buildingsef# the services
provided by such entities carrying on business saghotels and

guest houses)
Betting, casinos and lotteries

Activities relating to facilities provided for th@mrganization of bets or

gambling, and lottery.

The value added tax shall be exempted onljhergbods and services
specifically mentioned in the foregoing headingsl @b headings.
The Department may, as required, and in consuftatdth the
Department of Customs, alter and revise the ing¢apion of the
goods and services enjoying tax emption and thendaized Code of

Commodities.

Given that as mentioned above vanaspati ghdararstard oil, flour
and cellular mobile phone sets produced domestiaiioy partial
facility and tax refund is made accordingly, thdahd Revenue
Department shall make provision of coordinatiorludag the market

monitoring of these goods.

If the Government of Nepal considers reasonablegrant any
exemption to any taxable goods or to refund taxnaty grant such

exemption by publishing a notice in the Nepal Gazet
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Schedule-2

(Relating to Sub-section (2) of Section 7)
Goods and services subject to zero rate

1. Goods exported from Nepal:If it is proved that goods are supplied as

follows:
(@) Goods exported outside Nepal, or

(b)  Goods shipped for use as stores on an interratiflight of which

destination is outside Nepal, or

(c) Goods put on board an international flight dfiethh destination is

outside Nepal for retail sale or supply or consuampt
2. Services to be supplied to persons outside Nepal

(@) A supply of services by a person residing ip&ld¢o a person outside
Nepal, who has no business transaction, busingsgsentative or

legally recognized agent in Nepal.

(b) A supply of goods or services by a person whaesiding and is

registered in Nepal to a person who is residingidatNepal.

3. Goods or services imported by a person or massigjoying diplomatic
facility and a person serving in a diplomatic nessenjoying tariff facility,
on the recommendation of the Ministry of Foreigrfaits, Government of

Nepal.

4. If any previous treaty or agreement providestlier sales tax exemption on
imports, and local purchase is made from the reggdt taxpayers, on the
recommendation of the concerned project, the fgadf zero rate shall be

provided on such supplies, so long as such treaagi@ement is in effect.
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Raw materials to be sold to and goods manufedtlry any industries
established pursuant to the laws in force and operan the special

economic zone.

If, on the recommendation of the Alternative EjyePromotion Center, the
battery used in the equipment and mechanism gemgranergy from solar
power is produced by any native industry and isbéosupplied by that
industry, the facility of zero rate shall be prasadto that industry on that
transaction on the recommendation of Alternativergy Promotion Center

and in accordance with the procedures specifiethéypepartment.

If any machinery, equipment, tools and theirrggaarts, penstock pipes or
iron sheets used in making thereof required forriypower projects are
produced by any native industry and are to be segdy that industry, the
facility of zero rate shall be provided to thatusstty on that transaction, on
the recommendation of the Alternative Energy PraomoCenter, in the case
of a project that is operated with the approvalthat Center, and on the
recommendation of the Electricity Development Dépant, in the case of
one other than that operated with the approvalhef Alternative Energy
Promotion Center and in accordance with the proe=dspecified by the

Department.

If painting, handicrafts, carving and similathet handicrafts produced a
cottage and small scale industry within Nepal axpoeed through an
approved export trading house of Nepal, the vatlged tax paid on the raw
materials used in the manufacture of such good# bkarefunded after

fulfilling the procedures specified by the Inlandw@nue Department.

The value added tax paid on the import or Ipcathase of scooters used by
persons with disabilities shall, if such scootees r@gistered in their name in
the Office of Transport Management, be refundethenrecommendation of
the Women, Children and Social Welfare or the Cbistrict Officer of the
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concerned district, and in accordance with the gulaces as specified by the
Department of Inland Revenue. If such goods ared solny persons other
than the persons with disabilities, the refundetleraadded tax shall be

recovered.
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