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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 relating

to Income Tax

Preamble: Whereas, it is expedient to make timely the law relating to income
tax by amending and consolidating it in order to enhance revenu&klhzatlon
by making the process of collecting revenue effective {o\tbe economic

development of the country; \—5 ’

Now, therefore, be it enacted by Parliame t“\e first year of reign of
His Majesty the King Gyanendra Bir Bikram S&h

Cha{ér\_,

Preliminary

1. Short title and chﬁﬁncement: (1) This Act may be called as the
Income tax Act, 205872002).

N
This Act shall come into force throughout Nepal and also

appwjig resident person in any place outside the Nepal.
AN

¥ (3) This Act shall come into force immediately.

2. Definitions: Unless the subject or the context otherwise requires in this
Act,-
(a)  "Person withholding advance tax" means a person with a duty to

withhold advance tax pursuant to Chapter-17 in making payments

-

Each year Amended version of the Financial Act is put at the end.
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(b)

(d)

(e)

()

(2
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for employment, investment return, service charge and contract

or contraction, as well.

"Officer" means the Director General, Deputy Director General,
Chief Tax Administrator, Director, Chief Tax Officer, Tax
Officer and other Officers in the Department, as referred to in

Section 72.

"Payment from which tax is withheld finally" means any
dividend, rent, profit, interest and payment from whieh tax has to
be withheld made to the non-resident person, ae\%c,rr’ed to in

Section 92. A‘\\ J

D
‘ﬁ{@ished with a sole

objective to accept retirement contsy %pn/funds for the purpose

of making retirement payme%h the fund to the entity's
beneficiary natural persons\’(‘)hh ir dependents, and invest such

"Retirement fund" means an entity

funds. 4

N
"Retirement pa@t\ means any payment made to the following

person: \ /)/‘

(1) ﬁ}km made to a natural person where such person has
)

hS

O
t retirement, or
A

w Payment to the dependent of a natural person where such

N

person has died.

"Retirement contribution fund" means any payment made to a
retirement fund for provisions of retirement payment or for future

provisions thereof.

"Incapacitated person" means a person who is not capable of

making his dealings because of physical or mental illness.
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(k)
)

(m)

&
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"Income" means the income earned by any person from
employment, profession or investment and the total amount of

that income calculated under this Act.

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

"Gift" means any payment made without any consideration or in
the case of any payment with consideration, where4the market
value of payment exceeds the market value of &slderation,
payment to the extent of such excess. ,‘\\ /
Debt liability" means the liability eqlg\’%nt}to the debt claim.
Y

"Debt claim" means the right ofvx\;\);son to receive payment
from another person, and thiss¢eri also includes the right of any
person to have repaid 10‘ lent by such person to another
person, the right to X ive d/eposits made in a bank and financial
institution, to re@\ums to which such person is entitled and to

receive Mongys ‘ﬁ:om the sale of debentures, bills of exchange,

bonds, r«'ght un)d/er annuities, financial lease and installments.
N

n
A

4 :
gh;p y" means any company incorporated under the
ompa

nies' law in force, and for the purpose of tax the following

" : \institutions shall also be treated as if they were companies:

(1)  Any corporate body established under the law in force,

(2)  Any unincorporated union, board, association or society or
sole proprietorship whether incorporated or not and any

group of persons or trust except a partnership,

3) Any partnership firm consisting of Twenty or more

partners whether registered or not under the law in force,
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)
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any retirement fund, cooperative institution, unit trust,

joint venture,
Any foreign company;

Any other foreign institution as specified by the Director

General.

means the tax chargeable under this Act, and this term also

includes the following payments:

(1)

)

3)

A&
"

)

The expenditures referred to in clause (a)‘()FSub/-section
(8) of Section 104 as incurred by theta%g, ment for any
claim in respect of, and auction %Q, the property in

which the tax is due and outstaﬂig d
N

The amount payable b tb;:\person withholding advance
tax or the person i@to tax withholding under Section

90 or the amount payable by the person making payment

in installment\ingder section 94 or the amount payable after
the asses%eat of tax under Sections 99, 100 and 101,

e amount payable to the Department in respect of tax

‘vabﬂity of the third party under Sub-section (2) of Section

1/07, Sub-section (3) or (4) of Section 108, Sub-section (1)
of Section 109, Sub-section (1) of Section 110,

The amount as referred to in Chapter -22 payable for a fee

and interest, and

The amount of fine referred to in section 129 required to

be paid as per the order of the department.

"Person subject to tax withholding" means any person who

receives payment or has the right to receive payment by

withholding tax under Chapter-17 in making payment for
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employment, investment return, service fee or contract or

contraction.

(p)  "Tax assessment" means the assessment of tax to be made under
this Act and this term includes the assessment of a fee and

interest under Section 122.

Provided that, this term does not mean the previous tax

assessment substituted by the amended tax assessment under

section 101. \\

(@)  "Non-resident person" means any person {K}he resident

person. A \‘5 ’

(1) "Non-occupational taxable assets" m \9ny land, building and
interest or security in any entity e@he following properties:

(1) Occupational asseé&i‘ehemable assets or stocks-in-trade,

(2) A private bw,kﬁng owned by a natural person in the

f0110w1ng§13a\10n -

3\ ,e)fng under ownership for a continuous period of
)t

hree years or more, and

\3 (b)  Where that person has resided for a total period of
\

Three years or more continuously or at several

times.

(3) A private building belonging to and disposed of by any

natural person for a value less than ten million rupees, or

(4) An asset disposed of by way of transfer in any manner

other than the purchase and sale within three generations.

(s)  "Organization entitled to enjoy exemption" means the following

entity:
5 www.lawcommission.gov.np
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3)

4

)
(6)
(7)
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A social, religious, educational or benevolent organization

of public nature established with non-profit motive,

An amateur sports organization so formed with a view to
promoting social or sports related facilities that the

organization or its members does not derive profits,
A political party registered in the Election Commission,

Village Development Committee, Municipality or District

Development Committee, \\
a\Y
Nepal Rastra Bank, ,.‘\\, /
&

v
Government of Nepal, \ J)
Y

-
An entity as prescribed axﬂﬁ itled to use tax exemption
by an advance ruling m\under Section 76,

Provide tgat,/’ in cases where any person has
derived anﬁh?kﬁt from the property of that organization
and the n@es obtained from that organization except in
making\payment for the property or the service provided

y ‘afiy person to that organization or in discharging

4
nctions in consonance with the objective of the

\\s‘) organization entitled to exemption, tax exemption shall not

t\

be granted.

"Trust" means an arrangement whereby a trustee holds any

property.

Provided that, this term does not include a partnership,

corporate body or organization referred to in sub-clause (3) of

clause (m).
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"Trustee" means a natural person, trust (Guthi) or other body
corporate who, individually or jointly with other natural person,
trust (Guthi) or corporate body, holds a property in trust, and this

term includes the following person:
(1)  The operator or administrator of the assets of a deceased,
(2) A liquidator, recipient or trustee,

(3)  Any person who protects, directs, controls or manages the

assets of an incapacitated person in individ&\/ official
a\V

capacity, y \\ )
N Y
(4) Any person who manages the €$th> under a private

enterprise or similar other entek@ 2{1’1(1
N
(5)  Any other person in a p%o\ similar to that of the person

as referred to in cl@@), (2), (3) and (4).
)

"Long-term contract\ leans a contract referred to in Section 26

of which Validitgggé%d is more than twelve months.

\
AN, -

"Relative" m ﬁs a natural person's husband, wife, son, daughter

(ado d\ 9)1, daughter as well), father, mother, grand-father,

4
g&‘iﬂ-motber, elder brother, younger brother, sister-in-law,
\\%})g ter-in-law, elder sister, younger sister, father-in-law,

‘ : mother-in-law, brother-in-law, elder brother-in-law, wife's sister,

(x)

uncle, aunt, nephew, niece, grand-son and grand-daughter.
"Entity" means the following organization or body:
(1) A partnership, trust or company,

(2)  Village Development Committee, Municipality or District

Development Committee,

(3)  Government of Nepal,
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(4) Any foreign government or provincial or local government
under that government or a public international organization

established by any treaty, or

(5) A permanent establishment of the organization or body
referred to in clauses (1), (2) and (3), which is not situated

in a country of which it is a resident.

"Interest in entity" means and includes the contingent right to

\

"Disposal" means a disposal inclusive of the sale {hﬁfgfer of any
property or liability as mentioned in Section 40. "\\, '
.
-
"Vested ownership" means the followj éQwH'ership:
N

N
(1)  In the case of any entity 0\ enship created on the basis of

the interest which ural person or any entity in
r;}ﬂ\

receive income or capital of any entity.

which a natural as no interest has in that entity

directly or\b&i{ectly through one or more interposed

entities, \\
\
\%

(2)  In the case of the assets owned by any entity, ownership of

e‘ssets as determined in proportion to the ownership of
Y

P ) the persons who have vested ownership in that entity.

(a?\'f ease" means the provisional right of any person to enjoy or use

(ac)

any property except movable property belonging to another
person, and this term also includes a license, rent agreement,

trenches, royalty agreement or right of a lessee/ tenant.

"Natural person" means an individual, and, for the purposes of
this Act this term includes a sole proprietorship owned by an
individual, whether registered or not, and a spouse so selected

under Section 50 as to be considered as the single individual.
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"Payment for natural resources" means an amount of any of the

following payments:

(1)  Amounts received for having extracted water, minerals or

other living and non-living resources from the earth, or

(2)  Amounts calculated in full or in part on the basis of the
quantity or value of living or non-living resources of the

natural resources and minerals extracted from the earth.

"Market value" means ordinary transaction value o property
or service in the ordinary course of tradi k@éjn'umelated
persons in respect of such property or serv(lguj ’

"Rent" means a premium received f(&t}o house rent as well as
for the lease of a tangible propen&\mpayment for the provision
of that lease. Provided th term does not include any

payment made for natural resoutces.

)

"Payment" means t@e\ lowing activities:

\
(1 If thé\m ﬁey or property owned by any one person is
tfansferred to another person and the liability of any other

‘ve)son is transferred to that person,
4

&%) If the ownership over any property created by any person

§§ devolves on another person after the creation of that

property or if any person bears the onus of liability of

another person,
(3) If any person delivers service to another person,

(4)  If any person uses any property owned by another person

or such property is available for such use.
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"Distribution of profit" means the distribution of profits of any
entity made pursuant to Section 53, including the capitalization of

profits.

"Unit trust" means a trust to be divided on the basis fixed with the
number of the units holding the right of the persons entitled to
participate in income or capital, with a provision that the trustee

holds property for the benefits of at least twenty persons.

"Employment" means any kind of past, present\or future
employment. /‘\\, )

\\)

"Royalty" means any payment made u}k fe lease of any
intangible property, and this term 1nclgdxa1)y payment made for

the following purpose: V y

(1)  To use or have the rlax\yﬁse a copy right, patent, design,

model, plan, secr la or process or trademark,

(2)  To render tech \al know-how,

\
(3) To pfevi & the right to use any motion picture film, video
tdpe, sound recording or similar other means and to render

%nﬂustrial, occupational or scientific experience,

)y

To render any assistance in a manner to be ancillary to the

A

.t\ matters referred to in clauses (1), (2), or (3), or

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

Provided that, this term does not mean any payment

made for natural resources.
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"Investment" means the act of holding one or more properties of
similar nature used in an integrated manner or investing such

properties, except with the followings:

(1)  Holding any property other than a non-occupational taxable
property used by the owner thereof in personal use or investing

money in such property, or

(2) Employment or occupation.

"Investment insurance" means any of the following nce:
A\
(1)  An insurance against the death of thé\ir&u%d or of the

. . \,
associated person of the insured, (‘;\,5

/
(2)  An insurance against personakinjuries of the insured or his
associated person or i any event leading to

incapacity in any pa@ manner,
)
Provid& that, the validity period of the insurance

contract ;I‘F\t\e at least five years or the contract shall be
without a‘@/ validity period and the contract is so made
t it "cannot be terminated by the insurer prior to

‘vxp ation of a period of five years except in exceptional

Y.
A circumstances.

N

" Q: \(3) An insurance so made that any money or series of moneys

(an)

are paid to the insured in the future,

(4)  Reinsurance of the insurance referred to in clauses (1), (2)

or (3), or
(5) Reinsurance of the reinsurance referred to in clause (4).

"Dividend" means the distribution to be made by an entity.
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(a0) "Resident person" means the following person in respect of any

income year:

(1)

)
3)

"K\,y

)

)
2

In respect of a natural person,
(@)  Whose normal abode is in Nepal,

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

income year, or

(c)  Who is deputed by Govemment/b&ef)al to a
foreign country in any time of t«h&g, éle year.

. (‘;\'
A partnership firm, \\ J
\

In respect of a trust, such tm%
N

(@)  Whichis etﬁl{s}}%d in Nepal,
)

(b) The t\mége of which is a resident person in an

in ¢ year,

\¢
(&\%ich is controlled by a resident person or by a

Ny ) group of persons comprising such a person, directly
4 or through one or more interposed entities,

In respect of a company, such company,
(@)  Which is incorporated under the law of Nepal,

(b)  Management of which has been effective in Nepal

in any income year.

Village Development Committee, Municipality, or District

Development Committee,

12 www.lawcommission.gov.np
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(6) In respect of an entity of any foreign government or
provincial and local government under that government,

such entity,
(@)  Which is established under the laws of Nepal, or

(b)  Management of which is effective in Nepal in any

income year.

(7)  An organization or entity established under any treaty or

agreement, and L \\\

(8) A foreign permanent establishmenh)&\ﬁ) non-resident

person situated in Nepal. C :—-\'
),

y
"Person" means a natural person W})

N\ AT |
KU\ volved in making managerial

"Manager" means any per;
decisions of any entity, @%ﬂﬁs term includes a trustee of any

trust and a personxkving ownership in a foreign permanent
establishment. \\
>

"Occupation" weans any kind of industry, business, profession or
2 M
businws\ nsactions of similar other nature, and this term
4

ifeludes past, present or future occupations of similar type.

Q:S) Provided that, this term does not include employment.

(aS)'

"Interest" means the following payment or profit:
(1)  Payment under debt liability except the principal,

(2) Profit made from concession, premium, alteration

payment or from similar payment, and

(3) The amounts referred to in Section 32 receivable as an

interest out of the payment to be made by a person who

13 www.lawcommission.gov.np
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acquires any property under annuities or installment sale
or of the payment made to any person for the use of any

property under a financial lease.

(at)  "Stock-in-trade" means the property owned by any person and
sold or to be sold in the course of regular business carried on by
such person, the property in work-in-progress and the inventory
of materials to be incorporated in the property. Provided that, this

term does not include a property held in foreign currency.

(au) "Occupational asset" means any property used in am(\p,cupation.

AN
. . e .
Provided that, this term does not (qmisﬁ’ock—m—trade or

depreciable assets of the occupation. \\“;'
4

1 4
(av) "Distribution" means a distributi@be made by any entity as
,\\\

(aw) '"Income sent abroad S:eahs an income required to be sent

referred to in Section 53.

abroad by a foreign anent establishment of a non-resident
person situated\ﬂepal as referred to in Section 68, which has

been sent abr Q/through a bank or paid in any other manner.

\)

(ax) "F Se&n‘,'mcome tax" means a foreign income tax referred to in
ﬁy{%

| 4
ection (8) of Section 69 levied by any foreign country.
\

(é&‘"Foreign permanent establishment" means an entity referred to in

paragraph (4) of clause (x).
(az) "Department' means the Department of Inland Revenue.

(aaa) "Property held in foreign currency" means any property held in a

foreign currency other than Nepalese rupees.
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(aab) "Permanent establishment" means a place where any person
carries on a business fully or partly, and this term includes the

following place:

(1) A place where any person carries on a business fully or
partly, through any agent except a general agent who acts
independently in the ordinary course of carrying on

business,

(2) A place where any person's main equipme&or main

machinery is situated or used or installed, = \\\, )

A\
(3) One or more than one place in %QA Untry where any

person has delivered technical, &f\fesy(')nal or consultancy
service through an employeesor jn/any other manner for

more than ninety days r several times in a period

of any twelve month m
O

(4) A place wheg ny person is involved in a construction,
installati \or\establishment project and has carried out

supe iso& works of that project for a period of ninety

d%s }r rgz)re.
N
A : : : .
(aac) "Q&y" means a tangible or intangible property of any kind,
A
\%9 this term includes currency, good-will, technological
" : \cnowledge, assets, any person's ownership or interest in a foreign
branch, a right to make income or acquire income in the future

and any part of such property.

(aad) "Associated person" means any one or more than one person or
group of persons who act as per the intention of each other, and

this term includes the following persons:

(1) A natural person and relative of that person or any person
or a partner of that person,

15 www.lawcommission.gov.np
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(2) A foreign permanent establishment and a person having

ownership in that establishment, and

(3)  Any entity which by itself or jointly with any other person
related with it or with an assisting entity or any other
person or entity related with such assisting entity controls
Fifty percent or more of the income, capital or voting

right of any entity or derives benefits therefrom.

Provided that, the following person shalglot be an

associated person: ~ \\
A\\\ J
(1)  Anemployee, . ’
D

-
(2) A person specified byﬂe\pé/partment as a non-
. Y
associated person. “

\\\

(aae) "Partnership" means a Qh&):onsisting of less than twenty
T

partners, whether registe

N
Provided\tEtt\, this term does not include a sole

\
proprietors 0}§oint venture, whether registered or not.

under the law in force or not.

(aaf) "Gen@p?surance" means insurance other than investment
4

1@@6&
A
"

‘\Y . : :
(aag)y,"General interest rate" means the rate of interest by Fifteen

percent per annum.

(aah) "Approved retirement fund" means a retirement fund having
obtained approval from the Department pursuant to Sub-section
(1) of Section 63.

(aai) "Service charge" means any charge paid to any person, according

to the market value, for the service rendered by such a person,
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and this term includes any commission, meeting allowance,

management fee or technical service charge.
(aaj) "Shareholder" means a beneficiary of any company.

(aak) "Depreciable property" means a property, which is used in any
business or investment for earning income, and declines in value

because of wear and tear, being old or passage of time.
Provided that, this term does not mean stock-in-trade.

(aal) "Beneficiary" means a person who has an interﬁt\xihaﬁy entity
AN

A

v
(aam) "Prescribed" or "as prescribed" means@\s@oed or as prescribed

related with the work.

in the Rules framed under this Ac& N Y g

\)\)/ Tax Bases

Tax to Be levied: Tax shall be levied on each of the following persons

in e@{n}ome year and be collected/ realized pursuant to this Act:
~,
(a) © A person who has taxable income in any income year,

(b) A non-resident person's foreign permanent establishment situated
in Nepal, which sends income of any income year pursuant to

Sub-sections (3) and (4) of Section 68, and

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

income year.

17 www.lawcommission.gov.np
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Computation and rate of tax: (1) The amount of tax required to be

paid by any person referred to in Section 3 for any income year shall be

equal to the total amount of tax required to be paid by such person.

(2) In computing the tax required to be paid by any person
referred to in clause (a) of Section 3, it shall be computed by applying
the related rates mentioned in Schedule-1 to the taxable income of that
person. In so computing the tax, it shall be computed by deducting the

amount that is adjustable in tax, and claimed by that person pursuant to

Section 51 or 71.
~ \\\

(3) Notwithstanding anything contained in ,Shbéee’tion (2), the
tax payable by a resident natural person refem:éj:@ in clause (a) of
Section 3, who has fulfilled all of the follo“%ge/quirements, shall be
equal to the total amount of tax deduct«l@suant to Section 87 from
the payments made by the emplo@such a natural person in that

income year: (\./

)
(a) Onl3\t come of any employment having source

inNa is included in the income of that income

N,

W) All employers have become non-resident persons in

A 4 that income year and there is only one employer at

\\\‘) one time, and
\N ’

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

expenses referred to in Section 12.
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(4) Notwithstanding anything contained in Sub-section (2), the
tax payable in any income year by a resident natural person referred in
clause (a) of Section 3, who has fulfilled all of the following
requirements, shall be equal to the amount mentioned in Sub-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)  The income earned from the busmess& turnover
of the business do not exceed tjaé\:\hrfg mentioned

in Sub-section (6) of Sect16n §of Schedule —1,
/

(c)  That person hax&%ed that this provision is
applicable in @ ome year.
O | |
(5) In computing %tax required to be paid by any foreign
permanent establishm tr\e%.rred to in clause (b) of Section 3, it shall be

and

computed by applyi {ﬁe related rates mentioned in Sub-section (6) of
Section 2 of S W}le/% to the income sent abroad by such establishment

in that inco
/

6) e amount of tax required to be paid by the person referred
tokaause (c) of Section 3 shall be equal to the total amount computed
by applying the rates mentioned in section to the amount of each
payment liable to final tax deduction received by that person in that

income year.

Taxable income and classification of income headings: The taxable

income of any person in any income year shall be equal to the amount

computed by subtracting the amount, if any, claimed pursuant to Section

19 www.lawcommission.gov.np



www.lawcommission.gov.np

12 or 63 from the grand total amount of assessable income of each of the

following income headings in that income year:
(a)  Business,

(b)  Employment, and

(c)  Investment.

Assessable income: Subject to this Act, the following incomes earned

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

income year shall be considered assessable income: AN
AN
(@) Income earned by any resident person (f»rbnﬁ}}s employment,
. . . . o B .
business or investment in that 1n001§\(3ap' irrespective of the
y

place of his source of income, an% A\ ¢

»
(b)  Income earned in that incﬁ\r by any non-resident person
s 011

from employment, busin@ § nvestment having income source

in Nepal.
Q)

Provided% the assessable income shall not include any

income %m from tax pursuant to section 11 or 64.

| 4
A

ol
Q Y Chapter-3

‘\:\‘) Computation of Tax

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

made by any person in any year from any business shall be computed in

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

(2) In computing the profits and benefits earned by any person
from the business in any income year, it shall be computed so as to

include the following amounts received by that person within that year:

(a)  Service charge,
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(b)

(c)

(d)

(e)

()

(2
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Amount obtained from the disposal of stock-in-

trade,

Net profit derived from the business property or
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 Section 4 of

Schedule-2 from the disposal of 4depreciable
property of the business, ~ \\ /
J

RN

Gift received from any pe(rsnn-j'ﬁ'respect of the

business, “;"
O
Amount received“&‘ having accepted any

restriction in r%\éct of the operation of the

business,

)
NotwithStanding that the amount received by any
pe\hy is of such nature that it is included in

\Q}}Ome from investment, the amount received by

\) such a person being directly related with his
N

4 )
Q Y business, and
A

‘\:\) (h)

Other amounts liable to be included pursuant to

Chapter-6 or 7 or Section 56 or 60.

(3) Notwithstanding anything contained in Sub-section (2), the

amounts deductible under sections 10, 54 and 69 and payments from

which tax is withheld finally may not be included in computing the

profits and benefits derived from the operation of business.

Computation of income earned from employment: (1) The

remuneration derived by any natural person from employment in any
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income year shall be computed as the income earned by that person in

that year.

(2) The following payments made by an employer to a natural

person in any income year shall be included in computing the

remuneration earned by such natural person from employment in that

income year:

(a)

(b)

(c)

(d)

| 4

()

(2

(h)

Amount for wages, salary, leave, amount for
overtime work, fee, commission, prize,4gift, bonus,

and payment for other facilities, = \\

P\ )
Payment for any personzg wance including

amount for dear allowagé;gu 51stence allowance,

entertainment and tra% Tlowance

»
Payment re@ for settlement of or

reimburse ent ‘of expenses incurred by him/her or

: 4
hls/heg\iomated person for personal purpose,

Payment made for having given consent to any

})ms of employment,

Q/%}/ Payment made for termination, loss of employment,

or for compulsory retirement,

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 pursuant to

Chapter-6 or 7.
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(3) Notwithstanding anything contained in Sub-section (2), the

following matters need not be included in computing the remuneration

earned by any natural person from employment:

\)

(a)

(b)

(c)

(d)

The amounts deductible under Sections 10 and

payment from which tax is withheld finally,

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

available to all employees on the same te@s

The settlement or relmbursemeg\ﬁye following
expenditure incurred by an e:
Xp urred by any mplg

1. The expenditure N& the business purpose

of the emplok@%}t

The Qﬁen iture exempted or to be exempted

Lomputation of the income earned
\%ﬂ investment.

\
Payment of such petty amounts of which accounts

\ are impracticable to be maintained or difficult to be

&v\ maintained administratively as prescribed.

Explanation: For purposes of this section,

"payment" means the payment:-
(a)  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.
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Computation of income earned from investment: (1) the profits and

benefits derived by any person from investment in any income year shall

be computed as the income earned by that person from investment in

that year.

(2) The following amounts received by any person in any income

year shall be included in computing the profits and benefits derived by

that person from investment in that income year:

R )
&

(a)

(b)

(

Ao

| 4

(d)

(e)

Dividend, interest derived from that 4nvestment,
payment for natural resources, renx»,-\gga, y, profit
from investment insurance, prgﬁ‘bf\w interest in a
retirement fund which Kmt got approval
pursuant to Sub-secti“\l/)/ of Section 63 or
retirement paymeﬁwd; from the approved

retirement funb\\»

Net prﬁ dérived from the disposal of non-

busin{§
pe%) computed pursuant to Chapter-8,

xable property of the investment of that

yin disposing the depreciable property of the

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
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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 pursuant to

Chapter-6 or 7 or Section 56.

(3) Notwithstanding anything contained in Sub-section (2), the

following matters shall not be included in computing proﬁt@ benefits

derived by any person from investment: \\ )

(a)

(b)

Exem tlb

The amounts deductible un@tlons 10, 54 and
69 and payment from v&\c ax is withheld finally,

and §§

The amoun i\t mcluded in computing income
by that

\&lapter-

Ounts and Other Exemptions

from employment or business.

A

Exempt'Q: mounts The following amounts shall be exempted from

tax: »
ax: \§\)

(a)

(b)

Amount exempted from tax granted to any person entitled to tax

exemption facility as provided for in a bilateral or multilateral

treaty concluded between Government of Nepal and any foreign

country or international organization,

Amount received by any natural person for doing employment in

the governmental service of a foreign country,

Provided that, -
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(d)

(e)

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

person only because of doing employment, and

(2) Such amounts have to be paid from the

governmental fund of that country.

Amount received by a natural person referred to in clause (b) who
is not a citizen of Nepal or by his/her nearest family member from

the governmental fund of a foreign country,

Amount received by a non-Nepalese citizen app@i M in the
F y
service of Government of Nepal under a the tew@})condition of
A

tax exemption, ( \—j ’
(‘-\ by

Allowances provided by Government @&pajl to the widow, aged

1 4
(senior citizen) or disabled, “&‘
N\
Amounts received as gift @gﬁtance or scholarship except the
amounts required to bg inéluded in computing income pursuant to

Sections 7, 8 or 9, \}

Sy

Amounts re 'Ve/q/‘by an organization entitled to exemption for the

followin& )
N

4
L‘Q/ onation, gift,
N

Q};

Other contributions directly related with an organization
entitled to exemption as referred to in Clause (d) of
Section 2 without having consideration or without hoping

for such contribution, or

(3)  Amount earned by Nepal Rastra Bank in consonance with

its objectives, or

26 www.lawcommission.gov.np



11.

www.lawcommission.gov.np

(h)  Amount received for pension by a Nepalese citizen having retired
from the military or police service of a foreign country from the

governmental fund of that country.

Professional exemptions and facilities: (1) No tax shall be levied on an

income earned by carrying on an agricultural business by getting one
registered as a firm, company, partnership and corporate body and on
agricultural income other than that earned from an agricultural business

in the land as referred to in clauses (d) and (e) of Section 12 of the Act

relating to Land, 2021(1964). AN
AS

(2) No tax shall be levied on the incomc‘\o\\,a) cooperative
organization and saving and credit coopefgﬁ‘{q} organization or
institution, which has been registered @5\/ ({perated under the
Cooperatives Act, 2048 (1991) and wl@cméaryries on agricultural and
forest based industries such as p &Qbkal forest related enterprises
inclusive of sericulture and ﬂ( duction, horticulture and fruits

Y
processing, animal husban{, da1r§ industry, poultry farming, fishery,

tea gardening and %&é\ss ng, coffee farming and processing,
herbiculture and hxb@?@ essing, vegetable seeds farming, bee keeping,
honey product)b\n;;u er farming, floriculture and production, leasehold
S

forestry, ag try etc., cold storage established for the storage of

fruits, .a ‘—se’éds, pesticides, fertilizers and agricultural inputs (except
thos‘s\ y ated with mechanical power). No tax shall also be levied on

the Yividends distributed by such organization or institution.

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

person from a special industry in an income year:

(a) If the person give direct employment to Six
Hundred or more Nepalese citizens through out the
year, Ninety percent of the rate of tax leviable on

the income of that year,
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(b)  If a special industry has been operated in remote,
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 entitled to exemption
pursuant to Sub-sections (1), (2) or (3), such person has to compute the

income as mentioned in the Sub-sections as if that only@ne were
AN\

\\)
e N

(5) A person who is in a position te"\ggy more than one

derived by other separate persons.

exemption in respect of the same income pu@ fo clauses (a) and (b)
of Sub-section (3) shall enjoy only one e@ign chosen by him.

\?»

(6) Notwithstanding anyth@ ntained in Sub-section (3), in
cases where any other perso hzgu;!fed the properties used to operate the
industry referred to in cl u§\\ ) for the operation of the industry of the
same type previously,Meriod during which they have been so used

shall also be reckoN, hile reckoning the time-limit referred to in that

Sub-section % )

4
‘ )
‘E&aﬁation: For purposes of this Section:-

§\\
(a)  "Agricultural business" means a business of producing
crops from a public or private land or acquiring rent or

crops from a tenant using the land.

(b) "Remote", "undeveloped" and '"underdeveloped area"
means the areas as referred to in Schedule-3 of the
Industrial Enterprises Act, 2049(1992).

(c)  "Special industry" means a production-oriented industry as
classified in Section 3 of the industrial Enterprises Act,
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2049 (1992) except an industry producing cigarette, Bidi,
Sigar, tobacco, Khaini, other productions of the same
nature involving tobacco as the principal raw materials,

liquors, beer and products of similar kind.

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

computing his taxable income in any income year, any person may make
claim to subtract the amount of donation, gift given to an organization

entitled to tax exemption approved by the Department for the purpose of
this section. \
a

(2) Notwithstanding anything contained in ,Sﬁbéee’tion (1), the
expenditure deductible in any income year und@’g@Sub—section shall
not exceed One Hundred Thousand Rupees (Q\B:'e/: ﬁércent of the taxable
income assessed without making deduct{q@r the gift of that person in
that year as referred to in Sub-secti w and without including in the
computation the limits referred@gub—section (2) of Section 17 and
Sub-section (2) of Section Q\whlcﬁever is lesser.

Q

3) Notwithstanﬁmg anything contained in Sub-sections (1) and
(2), in any special s*qgh'on, Government of Nepal may, by a notification
in the Nepa, (%q?te, so specify that any amount spent or donated by
any pe£s<1gf ,/Zny specified work may be deducted fully or partly for

expi iture; in determining the income of 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 income year, deduct the

following expenditures related with the transactions, subject to this Act:-

(@) Made in that income year,
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(b)  Made by that year, and

(c)  Made in earning income from the business or investment.

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

his income from any business or investment in any income year, deduct

all interests chargeable in that year under the following debt liabilities of

that person:-

(a)

(b)

If the debt liability has created for having borrowed
any amount, and that amount has be Xd in that
F y
year or used to buy any propert e}in that year,
P
or ( ’
L,
That debt liability has wg é'reated in any other
N

circumstance. »

\\(
Provi @a , such a debt liability has to be
created for the ict in which income is earned from a

businq investment.

\
(2) Notwiths§tanding anything contained in Sub-section (1), the

total interest

mQunt which a resident entity controlled by an

organizat'ﬁ; titled to tax exemption can deduct under that Sub-section

. 4 .
in any’ihcOme year shall not exceed the total of the following amounts:

\
< @

(b)

All interest amounts obtained in that year to be
included in the computation of the taxable income

of that entity, and

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

without deducting any interest paid by that entity.
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(3) Any interest not allowed to be deducted or not deducted
pursuant to Sub-section (2) may be carried forward or credited in the

forthcoming income year.

Explanation: For purposes of this section, " a resident entity controlled

by an organization entitled to tax exemption" means an entity which,
being a resident entity in that year, is subject to a vested ownership or
control of twenty five percent or more of the following persons or

organizations in any time of that year:-

a An organization entitled to tax e ion and a
g 2
person associated with that org,an‘hw

(b) A person entitled to &)\xgmptlon pursuant to
section 11 in that ye\

q
that person, \\\

@ person associated with

(¢) A non- rem( rson or a person associated with

the noni&&dent person, or

(d) mblnatlon of the persons referred to in

\}(wes (a), (b) and (c¢).

Allowarﬁﬁiy}/) cost of stock-in-trade: (1) For the purpose of
| 4

e income earned by any person from any business in any

comp
V! \gn; other allowances shall be allowed except the allowances for
the cost computed pursuant to Sub-section (2) in respect of the disposal

of the stocks-in-trade of the business of that person in that year.

(2) The allowance for the cost referred to in Sub-section (1) shall
be computed as follows by deducting the amount referred to in clause

(b) from the 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
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income year to the initial value of the stock-in-

trade of that business in that year,

The amount of final value of the stock-in-trade of
any business in an income year referred to in

clause (a).

(3) The initial value of the stock-in-trade of any business in any

income year shall be the final value of the stock-in-trade of that business

at the end of last income year. \

~ )
(4) Whichever is lesser out of the following\a(o\ynts shall be
considered the final value of the stock-in-trade (oj(t‘hg\msiness of that

income year:-

(a)

(b)

(5) In com

-y v
\\ )
Y
N N :
The cost of the stoc&@;tade of that business at the

end of that inc@ar, or

The marketvalue of the stock-in-trade of that
busingssat the end of that income year.

\
ti‘y‘the cost of the stock-in-trade of a business, a

person has to dt\as)fo lows subject to Section 45 and Sub-section (6):-
N

Q@
&

(b)

In computing the income of a business, in the case
of a person maintaining the accounts on the cash
basis, by using the method of cost price or

consumption cost, and

In computing the income of a business, in the case
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 person cannot be

determined, that person may choose to the first in first out method or

average cost method to compute the cost of stock-in-trade.
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Provided that, once such a method is selected, that method cannot

be altered without written permission of the Department.

(7) In computing the cost of stock-in-trade pursuant to Sub-

section (95), it has to be computed by the following method:-

(a) 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 is
equal to the sum total of direct material&st direct
labor cost and overhead cost of factarx\

\\)

(b) In computing as per the costuprice method, to so

(
compute the cost of the \B—ck in-trade under the
widely recogmzed 1ng principle that it is
equal to the tota dlrect material cost, direct

labor cost and % le overhead cost of factory.

(8) In computing &K cost of stock-in-trade pursuant to Sub-
section (6), it has to be@ébuted by the following method:-
\

(a) X /}fomputing as per the average cost method, to
v )compute on the basis of all weightage average costs
N
4 : : .
“Q v of the stock-in-trade of the same type in the business
\\Q) under the widely recognized accounting principle.
‘\
In computing as per the first in first out method, 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,-

(@)  "Direct labour cost" means the labor cost directly

related with the production of the stock- in-trade.
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(b)  "Direct material cost" means the cost of materials
which are or will be an integral part of the stock-in-

trade.

(©) "Overhead cost of factory" means the total cost
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 with a

change in the produced quantity of sto&,lri—trade.

AN
o .
Repair_and maintenance expenses: (1) In co?qmaasé’the income of

. . . . e, Vv
any business or investment in any income yea&qurson may deduct all
expenses incurred in the repair and m@&n/ce of the depreciable

property owned and used in that yeareo gagn income from that business

or investment. \ \

)
(2) Notwithstanding\ ything contained in Sub-section (1), in

deducting the expens Mable under that Sub-section, it shall not
exceed five percew&he depreciation base amount of the group of

property remaﬂl at the end of that income year, and in cases where
expenses ar%éed in excess thereof, such deduction can be made

only gs*p the order of such expenses incurred.

\
"‘\(3) Any excess expense or part thereof which is not deductible
pursuant to Sub-section (1) because of the limit referred to in Sub-
section (2) may be added to the depreciation base amount of the group

of the concerned property pursuant to Sub-section (5) of Section 2 of
Schedule 2.

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

earned by any person from any business in any income year, such person
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may deduct the pollution control expenses to the extent incurred in the

operation of that business in that year.

(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 taxable income
computed without deducting pollution control expenses of all businesses
operated by that person and without including in computation the limits

referred to in Sub-section (2) of Section 12 and Sub-section (2) of

Section 18.
e

(3) Any excess expense or part thereof which.1 3\&%leduct1ble in
excess of the limit referred to in Sub-section (2)( Be capitalized and
depreciated pursuant toSchedule-2. \ /

Explanation: For purposes of this S "ﬁollutlon control expenses"
means the expenses incurred by a%\r on related with any process for
the purpose of controlling 1pn or protecting or conserving the

environment in other ma@

Research and de%ent expenses: (1) For purposes of computing
the income eanﬁd y any person from any business in any income year,
such person% deduct the research and development expenses to the

extenAnc ed in the operation of that business in that year.

“\(2) Notwithstanding anything contained in Sub-section (1), in
coml'auting the limit of expenses deductible under that Sub-section in
any income year, it shall not exceed Fifty percent of the taxable income
of that person computed without deducting research and development
expenses of all businesses operated by that person and without including
in computation the limits referred to in Sub-section (2) of Section 12 and

Sub-section (2) of Section 17.
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(3) Any excess expense or part thereof which is not deductible in
excess of the limit referred to in Sub-section (2) may be capitalized and

depreciated pursuant to Schedule-2.

Explanation: For purposes of this Section, "research and development
expenses" means the expenses incurred by any person for the purpose of
controlling developing his business and improving commercial

production and process.

Provided that, such expenses shall not include the costat the time
of acquiring any property referred to in Sub-section (3)- &,ec’tion lof

Schedule-2. ‘\\\ )

Depreciation deduction expenses: (1) For §tggos;s of computing the

income earned by any person from any s or investment in any
income year, such person may 8t depreciation pursuant to
Schedule-2 in lieu of deprematlor&/ depreciable properties owned
and used by that person 1 t t Jyear in making income from that

business or investment. \\

(2) Notwit tan&ﬂng anything contained in Sub-section (1), the
following provisions s%/all be applicable in respect of the deduction for
depreciation )-} devices, equipment and other machineries installed
by an a in the projects which involve construction and operation of

astructures and are transferred to Government of Nepal and in
t&rmects on construction of powerhouses and generation and

transmission of electricity:-

(a)  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
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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.

(b)  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 placa§ the cost
of those properties at the time K) the entity
transfers such a project to G" ent of Nepal,

the entity may deduct Su@‘remammg value as

expenses. V N

20.  Loss from business or investme \For purposes of computing the
income earned by any person g y business or investment in any
d u/ct the loss as mentioned below:-

income year, such person rQ\ e

(a) LWuffered by that person from any other
\Bkkless and not deducted in that year, and

‘W) Loss suffered by that person from any business and
~<& 4 not deducted in the last four income years.

)

"‘§Provided that, in the case of the projects which involve
construction and operation of public infrastructures and are transferred
to Government of Nepal and the projects on construction of
powerhouses and generation and transmission of electricity, loss not

deducted in the last seven income years.

(2) For purposes of computing the income earned by any person

from any investment in any income year, such person may deduct the
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loss suffered by that person from any other investment and not deducted

in that year.

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

in computing non-taxable income of that person.

(4) Subject to Sub-sections (1) and (2), if any pexg&m suffers a
loss in an income year when a long-term contrac‘bg\ita{ned by any
person by making competition of the business af'the_ihternational level
was completed or when a disposal was ma(ﬁ\}ykgrfy other manner or a
loss which was not deducted and the li‘Q@ whereof is allowed to be
carried forward in the coming year@@nt to clause (b) of Sub-section
(1) is related with a long-term cQt

e

a véith that loss as follows:-

, the Department may, by a notice

in writing, give permission,to\d
N
=

s may be carried backward in last income

) T
\?&m years, and

W) The loss may be treated as not deducted only to the

*& 4 extent of the excess where, in computing the

_ \:\) income of the business related with that long-term
‘. / contract, the amounts to be included in the

(a

incomings exceed the amounts to be included in the

outgoings.

(5) The following loss suffered by any person in any income year
has to be allocated as if it were related with a long-term contract or

contracts of that person:-
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(@) 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 any person in any
income from more than one business or investment, that person is
allowed to deduct the loss not deducted from more than-ené\pusiness or
investment, that person may on his own determmﬁ‘ﬂl\pﬁorlty of the
business or investment from which the portion of"fg@ deducted.

(7) If, in computing the loss suffi ﬁ_\ any person from any
},

business or investment in any incom is section is not used and
the deductible amounts exceed th am\ ts includable in computing the

income from the business e}stment of that person, such excess

amounts have to be comp‘@

Explanation: For osﬁs of this Section, "the loss not deducted" means
the loss to th ex en not deducted in computing the income of any
person pursu% Sub-sections (1), (2) or (4).

Expé¢ e&hat may not be deducted: (1) Notwithstanding anything
c"omﬁed elsewhere in this Act, for the purpose of computing the

income earned by any person from any business, employment or
investment in any income year, the following expenses or amounts shall

not be deducted:-
(a)  Expenses of domestic or personal nature,

(b)  Tax payable under this Act and a fine or similar

other fee paid to the government of any country or
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any local body thereof for a violation of any law or

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,

Expenses for the payments referred Atgin Sub-
section (2), AN

,\\)

Distribution of profits by an;\mﬁy\,’or

— Vv
Similar other amounts B;e/that they are not so
. . NP4
mentioned in claus $ (b), (¢), (d) and (e) as not
to be deductib %ept those allowable under this

Chapter or Qla rs-6, 7, 10, 12 or 13.
J

(2) If a person, w@? nnual turnover is more than two million

rupees in any income yeéay, makes a cash payment of more than Fifty

Thousand Rupees aXa )’1me in that income year except in the following

circumstanc@ ;)\all not be allowed to make that deduction:-
N

Y

)

p y
‘\:és (a)

(b)

Payment made to Government of Nepal,
constitutional body, corporation or bank or
financial institution owned by Government of

Nepal,

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,
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Payment for retirement contribution or retirement

payment,

Payment made in a place where banking services

are not available,

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 ace@, of the
. . N\ )
recipient of payment. y \\\ )

(3) Subject to the provisions of Sections 1(4;L5 6,17,18,19, 20
and 71, no amount shall be deductible for Q\p; I/expenses or foreign

income tax.

Explanation: For purposes of tl't‘Qec\ﬁon,-
)

N
N\

(a)  "Expenses of dom&c{k or personal nature" means the following
expenses:- \
>
(1)  Expenseg’'made for any natural person, and inclusive of the
) ing expenses made for the interest of a loan to the

)

4
extent that the loan has been used for personal purpose:

(a)

(b)

Expenses made for a natural person for the
provision of lodging, fooding, tiffin, and other

activities of entertainment or amusement,

Expenses 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,
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(c)  Expenses 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)  Expenses 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. \

F y
Except in the following conditions %Q(\\ that extent,
expenses incurred in respect of a (p eht made by any

person to any natural person an&‘sq_)epses made for a third

person:- &‘ )

(a)  If that payme \@een included in computing the

income of l person,

(by If thk$al person has made, as a consideration, a

re%@payment to that person in a sum equal to the
x)r et value of the payment received by him,

Q/%}/ If payment is made for such prescribed petty
1 4

amounts of which accounts are difficult or

administratively impracticable to be maintained.

(b) " Place where banking service is available" means
any place within ten kilometers area whereof

banking service is available.

(c) " Cash payment" means a payment except a
payment by a letter of credit, cheque, draft, money
order, telegraphic transfer, money transfer (hundi)

through a bank or financial institution and a transfer
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made by any other means between banks or

financial institutions.
(d)  "Capital expenses" means the following expenses:-

(1) Expenses incurred in feasibility study,
exploration and development of natural

resources,

(2)  Expenses incurred in acquiring any property

with useful life for more than twe@nths, or
AN

(3)  Expenses in disposing a,hﬁbi\\sy?

Cs
Chapter-6 \“;
N
Tax Accounting an %ﬁe

Method of tax accounting: (li ¢ atter when any person gets any

income or makes any experﬁns aﬁ be determined in accordance with

the widely recognized ac@
D

g principle, subject to this Act.

\
2) A natuﬁ\g;‘son shall, while computing the income to be

earned from hﬁQ?ployment and investment, maintain accounts on the

cash basq&p\tﬁ‘poses of tax.

\@A company shall maintain accounts on the accrual basis, for

pl&sés of tax.

(4) Except in cases where the Department has otherwise specified
by issuing a notice in writing, any person may, for purposes of income
tax, maintain accounts on the cash or accrual basis, subject to Sub-
sections (1), (2) and (3).

(5) Any person may make an application to change the method of
accounting for tax purposes, subject to Sub-sections (2) and (3). If the

Department thinks that it is necessary to change the method of
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accounting to clearly show the income of such person, the Department

may give permission to change the method of accounting.

(6) If the method of accounting of any person for purposes of tax
is changed pursuant to Sub-section (5), in computing the income of that
person in the income year when such change is made, adjustment has to
be so made that no amounts out of those included, deducted or to be

included or deducted are omitted or duplicated.

Cash basis accounting: Any person shall, in maintaining egounts on
cash basis of his income earned from employmea‘t,\%sfness or

investment for tax purposes, subject to this Act, do as‘?o\ Ws:-

y

(@)  To treat as income only that which is Qlyed at the time when

payment is received by him or mad@)lable to him and include
it in his income. \\\
(b)  To deduct for expense 01@& he pays out.

Accrual basis accounﬁnSgg 1) Any person shall, in maintaining
accounts on the accru sis of his income earned from business or
investment subj ct\&}hls Act, for purposes of tax, any income shall be
included in gﬁatlon of his income, considering that any payment

has bee&ac )/ed immediately when the right to receive such payment
is CJQ

~

income earned by any person as mentioned in Sub-section (1), the

(2) For purposes of making deduction from computation of

following expenses shall be deemed to have been borne:-

(a) 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:-
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(1) The person has the liability to make that

person,

(2)  The value of such liability can be ascertained

in a proper and real manner, and

(3) Payment has been received from another

person.

In all other circumstances except those mentioned
in clause (a), an expense shall be d & to have
AN
been borne at the time when paymeut 1§ made.
b

y

(3) If the tax is reduced, the Departmenfm@y? in the following

. . . / C
circumstances, and by a written notice tN rson who maintains

accounts on the accrual basis to compLQQ income earned from any

investment or business, adjust the A1 f making payment in order to

stop carrying forward or reducirgi leetne for purposes of tax:-

Q¥

(a)
(b)

J
If the\%\kwing circumstance occurs,-

\
If &y expense could be deducted in computing the

\ income for any income year but that person had to

(c)

% maintain accounts on the cash basis for tax

purposes, that expense could have been deducted in

any forthcoming income year,

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
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(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 income earned by any
person from a business or investment, the differences that could occur in
the following circumstances have to be adjusted properly in receiving or

making payment:-

(a)  If that person includes any paymentd'&quantity
which he could receive or deductsa@p,ajrment in

quantity which he has to bear, an‘&\\ /

\—3

(b)  If there occurs differenc &{@Amount received or

borne by receivin glgk/ing payment by that
person in differ uantity, because of, inter alia,
difference in @a ion of the currency after the

performance,ofithe act referred to in clause (a).

o
Reverse of the amounts \ncluding bad debts: (1) In maintaining

\ . : :
accounts of the a untzﬁecelved and expenses borne in the computation
of the income rﬁd y any person from any employment, business or

investment, me\/person has to make proper adjustments at the time of

: ) Y :
relmbi‘%@en{, recovery, relinquishment of claim, writing off, or
1

K\%& in any of the following circumstances:-
(a)  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
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amount or where that amount is a debt claim of that

person and he writes off the debt as a 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.

(2) Any person may relinquish the right to receive: &Bgamount or
to write off the debt liability of that person as a hé&M only in the
following circumstances:- D,

-y ¥

QO

(@) In the case of a ylﬁim of any financial
institution or ba ebt claim is converted into

a bad debt ag ’éml specified criteria, and

)
(b If, aft@g aving followed all proper measures to

r i%\payment in circumstances other than those
refépred to in clause (a), that person is reasonably
satisfied that the right or debt claim cannot be

vx/ realized or recovered.

q/ ?/
A
Me * of deriving the average of the amounts includible and

dem‘lr&ible under a long-term contract: (1) For purposes of computing
the income earned by any person from any employment, business or
investment in any income year, the estimated amounts includible and
deductible according to the sum of sequential increase as per the
percentage of completion of the contract under the long-term contract of

that person, shall be deemed to have been received or spent.

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

a contract in the following circumstance":-
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(a) A contract with a validity period of more than

twelve months, and

(b) A contract with a deferred consideration except a
contract which is concluded for production,
installation or construction or for the discharge for
relevant services for each of such works or which

does not contain such elements.

(2) A contract with a deferred consideration, a contract to be
included according to the sum of sequential increase, .&&t,raict to be
deducted according to the sum of sequential imf&aé /an excluded
contract and a contract of completion percentage(@e as prescribed.

C\agefm

N

Quantification, Alloc&'ﬁ;gp and Characterization of Amounts
\
Ouantiﬁcatiogf amg{mts: (1) Any payment has to be quantified equal

to the follo;@g@gount:

4
\\Q) (@) 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 prescribed for the
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:-
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(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.

(c) The amount which remains by deducting the
contributions of the recipient of payment from the
expenditure made by the person making payment

for the provision of the following thmg& )

A\
(1)  The services of a C(&A et of the house,

. v .
cook, driver, gz&i%‘éf;or other domestic
Y

assistant, “&‘ y
(2) Any fo@%ﬁng or entertainment, or
3) rvg;eﬁ/like water tap, electricity, telephone
\%alled in the residence of the recipient,
(d) &f ‘ﬁae interest paid by any person who has to

receive payment in any income year for a loan is

Q/v\/ less than the amount of interest to be paid as per the
4

A prevailing interest rate, the amount to the extent of
\:\) such a less,

' (¢)  Inrespect of a payment except the payment referred
to in clauses (a), (b), (¢) and (d), if a third 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, received, made, borne or

otherwise worked out for tax purposes in respect of clauses (a) and (e) of
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Sub-section (1) shall be the time when the quantification of amounts has

been made.

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

be included and deducted in assessing the income has been quoted in
other currency except Nepalese rupees, such amounts have to be

converted into Nepalese rupees.

(2) If the amounts to be included or deducted in computing the
income of any person in any income year have been quoted in other
currency except Nepalese rupees, such currency has to be c@wei’ted into
Nepalese rupees as per the exchange rate prevailing‘aﬁ%tﬁne when the
amount was received, expended, paid, or otherﬁ@rked out for tax
purposes. y d
A\ 4

(3) Notwithstanding anythin tgined in Sub-section (2), in
cases where the department has K/ stiing a notice in writing, given
permission for purposes of Qub section, any person may apply the

average exchange rate presctibed by the Department.
&S P

. \ :
Indirect payments: I, cases where any person intends to render

benefits to otheg p é through payments made by the payer or a person
associated wwa\lgu as follows, the Department may, by issuing a notice
in wr}t reat such other person or the specified person as the recipient

(a) Where benefit is derived from any payment indirectly, or
(b)  Where the recipient of any payment is specified.

Investment under joint ownership: Any person has to allocate the

amounts to be included or deducted in computing the income for
purposes of computing the income earned from the investment under
joint ownership with other persons on the basis of proportion of the
respective interests of the joint owners in that investment.
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Characterization of payment for compensation: In cases where any

person or his associated person has received any compensation amount
for the following matters including payments for insurance, at the time
of receipt of the amount for the compensation, such amount has to be
included, as the case may be, in computing the income earned from

employment, business or investment:-

(@)  Compensation for any income earned or likely to be earned by
that person from any business or investment or for any amount to

be included in the computation of that income, or \\
(C\

(b)  Compensation for any loss suffered or hke).y\o\be’ suffered by
that person from any business or investme ‘g\aﬁfor any expenses
to be deducted in the computation of t&\h/come

Characterization of payment unde(\%fal ties, installment sale and
financial lease: (1) Any paymen@ by the person who acquires a

property under annuities or in&lljment sale or payment made to any

person for the use of any \prgperty under a financial lease has to be

treated as the interest Meturn of capital under the debt claim under

this Section. \ /)‘

(2) A@pagments referred to in Sub-section (1) have to be
calcu {a} gross and the total sum thereof has to be divided into two
p@ s follows:-
(a)  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 the capital
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 Jg;ed loans
with interest to be kept on ;d&g in every
six months and allocate ;h\rMpayments as
referred to in Sub- seq’ci(m)

The borrower X ay the principal in part
part by working out the

and the u\pl
portio erest in the due and payable

prin ag, at the time of each payment in a

_ ner that the rate of interest is the same

\d ring the period of loan of payment to be

\ )/ made pursuant to Sub-section (1) as if it

Y%

3)

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
price or a foreseen price after expire

of the validity period of the lease,

52 www.lawcommission.gov.np



(b)

(c)

(d)

Q
VY

§> ) ©

§

‘#s

C

www.lawcommission.gov.np

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 prevailing at the beginning
of the lease, \
a

In the case of a 1;&&1 commences

N
prior to the(kltj}:ate twenty-five
percent liﬁ\}f\/ﬂ{e useful life of the

propewwhgre the current value of
NS .

t{} imum lease payment is equal

towninety percent of the market value

)
o/f 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.

(6) Each payment referred to in Sub-section (1) shall be divided

into two portions pursuant to Sub-section (3), and the interest portion

under the debt claim has to be treated as paid or to be paid interest and

the capital portion as repayment of capital.
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(7) A lessee under a financial lease shall be treated as the person
having ownership of the property leased, and the lesser shall be treated

as having debt claim over the lessee.

(8) The current value of the lease payment has to be computed by

applying discount rate equal to the normal interest rate.

Explanation: "Period of lease" means and includes an additional period

for which the lessee is entitled to have the lease renewed.

Price transferring and other arrangements betweeﬁ&sociated

persons: (1) In cases where any provision is w@)éfween the
associated persons and the provision is operated (chae;\rms length, the
Department may, by issuing a notice in wri iﬂﬁ‘ﬁ]};&ibute, appropriate
or allocate the amounts to be included \ cted in computing the

income between those persons in suc ner as to reflect the taxable
income or the payable tax that could b§ set for them.
)

(2) In carrying anyh ing mentioned in Sub-section (1), the
Department may do asw s:-
\

(a) Q/ re-characterize any income, loss, amount or

v ) source and type of payment, or
N
4

)Y
Qﬁ@ (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 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 income with

another person and it appears that it will anyhow lessen the payable tax,

the Department may, in order not to allow such less in liability, have the
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amounts to be included or deducted in computing the income of each

person adjusted by giving a notice in writing.

(2) The transfer of the following amounts by one or more
interposed entities directly or indirectly between persons and associated
persons as mentioned in Sub-section (1) and circumstances where
attempts are made to divide income to lessen the tax required to be paid
by the persons or associated persons by virtue of that transfer shall also
be included:-

(@) The amounts to be received and;cx&pses to be
incurred, or ‘\\ )

.(\“5
(b) The amounts to be re V‘GH;OI‘ used from any

property by the tr ge/ of that property or
expenses 1ncurre\ payment made by that person

for the acquls@

(3) In determining as X whether or not any person has attempted

ownership of that property.

to divide any income ﬁt&lt to Sub-section (2), the Department shall
take the market Valﬁo?@ny payment made for the transfer as the basis.

General ruk%i}ist tax avoidance: For purposes of ascertaining the

N
C g 4 .
tax hab t })ilrsuant to this Act, the Department may carry out the

fOH‘Q

(a) ¥ To re-characterize any arrangement or any part of such
arrangement made or attempted to be made as a part of a tax

avoidance scheme,

(b)  To disregard any arrangement or any part of such arrangement

that does not show any substantial effect, or

(c) To re-characterize any arrangement or any part of such

arrangement that does not show any substantial element.
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Explanation: For purposes of this Section, "tax avoidance

scheme' means any arrangement with a main objective to have

avoidance of tax liability or to lessen the tax liability.

Chapter-8
apter ~ \\\

Assessment of Net Profit from Property andbi}b’rfitv
.
>
36. Net profits from property and liability: 1)\Ther’ net profits derived
y

from the disposal of business property %bﬂity of a business of any
person for any income year shall&\omputed by deducting the
1

following losses from the sum (i;’i@
business property or liabilityof t

N

(@ T EA of all losses suffered in that year from the

\
%ijéosal of business property or liability,

ts derived from the disposal of

tbusiness in that income year:-

% The loss that could not be deducted elsewhere out
4
AQ y of the net loss suffered from any other business of

\X) that person in that year, and

‘\

() The loss that could not be deducted out of the net
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 disposal of taxable non-
business property of investment of any person for any income year shall

be computed by deducting the following losses from the sum of all
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profits derived from the disposal of taxable non-business of that

investment in that income year:-

(@)  The sum of all losses suffered in that year from the
disposal of taxable non-business property of that

investment,

(b)  The loss that could not be deducted elsewhere out
of the net loss suffered from any other business or

investment of that person in that year, aa&

~ )

(¢)  The loss that could not be dedq&tb{éﬁ of the net
: A S

loss suffered from that 1nve;tmai$,‘any business or

. N .
any other investment of@person In any past

. \N)
Income year. ) 4
N\

(3) Any person can make a \kar deduction pursuant to sun-
section (1) or (2) in respect offa loy suffered from the disposal of the
property or liability of forgi\ source only to the extent of the benefit
derived from the dispo@ny property or liability of foreign source.

\

\

(4) If any p&s}m is entitled, under Sub-section (1) or (2) to
deduct the }Q uffered from a business or investment in more than
one cgrﬁ%%o\r/l pursuant to Sub-section (1) or (2), he may select
comp dtions for the purpose of deducting that loss or portion thereof.

Explanation: For purposes of this Act,-

(1)  "Net loss" means,-

(@) In respect of any business, the amount to the extent that
the loss suffered from the disposal of the business property
or liability of that business in any income year exceeds the
profit derived from the disposal of business property or

liability of that business in that year, and
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(b)  In respect of any investment, the amount to the extent that
the loss suffered from the disposal of the taxable non-
business property of that investment in any income year
exceeds the profit derived from the disposal of taxable

non-business property of that investment in that year.

(2)  "Net loss that could not be deducted" means of any business or

investment, -

(@)  The loss that could not be deducted pursuant Qxl)ause (b)
or (¢) of Sub-section (1) or clause (b) or (¢¥ &u
(2) out of the net loss suffered in that yeax d
N
(“‘3
(b)  Any loss of that business or ni\;mgnt that could not be

deducted referred to in S|§y on (7) of Section 20,
which could not be re d, by virtue of the time limit
referred to in Sub-se :[‘ia ) or (2) of Section 20.

»
Profit and loss made frgﬁ( propertv and liability: (1) The profit

)-section

derived by any person %\he disposal of any property or liability has
to be computed, }&rmg it to be the extent that the sum of the
income deriv fr m"that property or liability exceeds the sum of the

outgoings f\oﬁh@t property or liability at the time of disposal.
| 4

A )y The loss suffered by any person from the disposal of any
pﬂ%}y or liability has to be computed, considering it to be the extent
that the sum of the outgoings for that property or liability exceeds the
sum of the income earned from that property or liability at the time of

disposal.

Expenses and net expenses for property and liability: (1) The

following expenses shall be included in the expenses for the property or

liability of any person, subject to this Act:-
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(a) In respect of any property, the expenses made by
that person in acquiring that property, inclusive of

the following amounts:-

(1) The related expenses made in the
construction and production of that property,

and

(2)  Any amount required to be included in the
assessment of the income of that«&erson as a

result of acquisition. A\

,\\)

(b)  The expenses made by that R 1%nh obtaining the
ownership of that prope c@gbility, inclusive of

the expenses ine§ y/in the alteration,
1

improvement anx and maintenance of the
property or li@y, and the expenses in the repair
and maiptenange of the property,
A
(¢ T é&nses made by him in the disposal of the

%rj/ﬁerty or liability, and

(&) Casual expenses made by him in acquiring the
N
“Q/ Vv g property or bearing liability and disposing such
\\Q) property or liability.
~,

K Provided that, the expenses referred to in
clauses (a), (b), (¢), (d), and (e) of Sub-section (1)
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 liability at any particular

time shall be so computed as to consider the amounts to the extent of
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excess of the sum of all expenses for that property or liability than the

sum of all incomes for that property or liability at that time.

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

mentioned provision.

Income and net income for property and liability: (1» ﬁg}éllowing
amounts shall be included in the incomes for the pm&\%n or liability of
any person, subject to this Act:- D,

— Vv
\ v
(@)  The amounts receive%’wﬁect of the liability, by
‘th

that person in beagi liability,

(b) The amou@\b@/ be received by that person in
)

acquir'm\ the property or in respect of bearing the

li 1?1131\, including the amounts acquired by altering

%r}@ssening the value of the property or increasing
the

Y%

liability, and

N
“Q%) The amounts received or to be received by that
\\Q) person in respect of the disposal of that property or
'K\ liability.

Provided that, the amount exempted from
tax, taxable amount subject to tax deduction finally
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 liability at any time shall
include the amounts to the extent of excess of the incomes for that
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property or liability than the sum of all expenses for that property or
liability at that time.

(3) The amount to be included in the income in computing the
income as referred to in Chapter-6 and 7 shall be deemed as if they were
made in respect of the incomes for any property or liability, and shall be

dealt with pursuant to Sub-section (1).

Provided that, Section 26 shall not apply in respect of the above-
mentioned provision. \

ﬁ y
Disposal of property or liability: (1) If the owner)\hR}j any person

over any property ceases, he shall be deemed _t ( . ve disposed that

property. The disposal of property has tb\‘—&ude acts such as

§ roperty, amalgamation

distribution of the property by the owner
i sale of the property in

of the property in other property 0
installments or lease out to an Q th erson under a financial lease,

cancellation, destroy, loss, e on or surrender of the same.

(2) If the burd \f\hablhty of any person ceases, he shall be
deemed to have 6;1 that liability. The disposal of liability has to
include acts s ? ettlement cancellation, release and completion of

g

amation of liability in other liability or property.

the hablhé%
3)yNotwithstanding anything contained in Sub-sections (1) and
(ZRi’y person shall be deemed to have disposed any property or

liability in the following circumstances:-

(a) In respect of a natural person, immediately before

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,
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In respect of any property subject to debt claim,-

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

claim of a bank or financial institution, and

(2) If, in any other circumstance, that person has
reasonably believed the debt claim as non-

recoverable.

Provided that, the pers , to have
already pursued all pr@\ /measures to
recover that debt cla1?1 \—5

If any person has starte@\ag a business property,

non-business taxab \\erty, depreciable property
or stock-in-tr \E a manner to alter the type
thereof, 1 tately before the use of the altered

form Y&at property,

In\ 01rcumstances referred to in section 57 in

}pect of any entity, and

Q/W Immediately before that person has become a non-
1 4

resident person, except the land or building situated

in Nepal.

(4) If any person disposes any property by leasing it under a

financial lease pursuant to Sub-section (1), the lessee of that property

shall be deemed to have acquired the ownership of that property at the

time of disposal.

(5) The following provisions shall apply for purposes of

computing the profits derived by any person from the disposal of the

property or liability:-
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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
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 prevai at that
A
y AN
N

time.

Disposal along with retention of property ord@y If any person

disposes any property or liability in any mﬂkgé’ferred to in clauses
(¢), (d), (e) and (f) of Sub-section (3§®eyction 40, the following

provisions shall apply:- r\\\

(a)  Inrespect of property

S

N
(1)  That per MI be deemed to have received the amount

equ

R\

Q¥

to t‘l‘e market value of that property at the time of

S

i $a for the disposal, and
b 4

he net outgoings made for that property until that time

\\Q) shall be deemed to be equal to the amount receivable.

o>

¥ In respect of liability,-

(1)

)

That person shall be deemed to have spent the amount

equal to the market value of that liability at the time of

disposal for the disposal, and

The incomings derived for that liability pursuant to clause

(1) until that time shall be deemed to be equal to the

amount of expenses.
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Disposal through installment sale or financial lease: If any person

disposes any property by way of installment sale or lease under a

financial lease to any other person, 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 dxgg)sal shall

be deemed to have incurred cost in a sum equal to‘o@s,e (a).

AN
Provided that, this provision shall ?o&sﬁpplicable where

the provision of Section 45 applies. \\“;'
y

Transfer of property to husband, wiﬁ;o ormer husband, wife: If

any natural person who is a divorc %es apart upon having partition
share disposes a property by tréns erring it to her husband, his wife or
former husband, wife, and,that husband, wife or former husband, wife

makes a choice in Wri(.jaét\ ave this Section enforced, the following

provisions shall apQ:}‘

(a)  That ﬁwshall be deemed to have obtained, for disposal, the
N
2<C§n /ec/lual to the net expenses incurred immediately before the
4 \dis sal, and

o>

¥ The person who has acquired the property through transfer shall

be deemed to have incurred cost in a sum equal to clause (a).

Transfer of property after death: If the ownership of any property is

disposed through transfer to any other person because of death of any

natural person, the following provisions shall apply:
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(a)  That person shall be deemed to have obtained, for disposal, the
amount equal to the market value of that property prevailing 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 sum equal to clause (a).

Transfer between associated persons and other non-market

transfers: (1) If any person disposes any property by transferring it to

an associated person or any other person for no considagtion, the

following provisions shall apply:- ~ \\ '
,\\ /

(a)  The person who has dispos;d\ﬂash‘operty shall be
deemed to have received\@fnount equal to the

market value of that (@n}y/at the time of disposal

for the disposal, N

(b)  The persox(v%—has acquired the property through
4
disposal\ hall be deemed to have incurred cost in a

s@l to clause (a).

/)/ Provided that, this provision shall not be
\ ) applicable where the provision of Section 43 and 44
N

AQ? g applies.
. \wNotwithstanding anything contained in Sub-section (1), if any
person disposes any business property, non-business taxable property or
property remaining as stock-in-trade by transferring ownership over

such property to any associated person and the matters contained in Sub-

section (6) are fulfilled, the following provisions shall apply:-

(a)  That person shall be deemed to have received the
amount equal to the net loss suffered for that
property immediately before the disposal, for the
disposal, and
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(b)  The person who has acquired the property through
transfer shall be deemed to have incurred cost in a

sum equal to that mentioned in clause (a).

(3) Notwithstanding anything contained in Sub-section (1), if any
person disposes any depreciable property by transferring ownership over
such property to any associated person by fulfilling the matters

contained in Sub-section (6), the following provisions shall apply:-

(a)  That person shall be deemed to have received, for
the disposal, the amount equal to= t@,re’maining
value of the group of the ,dbsénzﬁng system
pursuant to Section 4 of Sdhm-Z at the time of

disposal, and \\/ d

A\ 4
(b)  The person who a&}uired the property through
transfer shall @ med to have incurred cost in a

sum equal te,that mentioned in clause (a).

N
(4) If any pers h%poses any liability by transferring it to an
. \ : . o
associated person urstgnt to this Section or by transferring it to any

other person \xth;lt taking any value, the following provisions shall
apply:- Y

Q¥
\\Q) (@)  The person shall be deemed to have incurred cost
"‘\ for the disposal in a sum equal 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 liability shall be deemed to
have received an amount equal to that liability in

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

44 apply.

(5) If any person disposes any liability assumed in earning
income from any of his business by transferring it to an associated
person, by fulfilling the matters mentioned in Sub-section (6), the

following provisions shall apply:-

(@)  The person shall be deemed to have ingrred cost
for the disposal in a sum equal toAhg\l !

y

et income

earned for the liability imnx&%ly’ before the
disposal, and D)

e

(b)  The associated pers%g ylf be deemed to have
received an amo §Q1 1 to that amount in respect
of assumption\’c‘)m liability.

Q)

(6) For purposes o b—seéions (2), (3) and (5), the following

matters have to be fulfi Q\-\

\
(a) disposed business property, stock-in-trade or

v )depreciable property of business shall be the

“Q ./\/ business property, stock-in-trade or depreciable
\\Q) property of business of the associated person
"‘§ immediately after the transfer by the person making

such disposal.

(b)  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.
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In the case of any liability, the liability has to 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, and the
associated person has not to be a person enjoying

tax exemption.

The ownership vested in that pro.pe&or burden
vested in that liability shall cgnﬁn& to exist Fifty
percent as the case may be C 3

Both of that person a% 2 as3001ated person have
n

to make requesﬁ g in order to enforce an
option under am tions (2), (3) or (5), as the case

may be.

Involuntary disposal Q\pertv or liability with substitution: (1) If

any person, no la

&1 one year of the involuntary disposal of any

property in an\ de out of the modes mentioned in Sub-section (1) of

Section 40

es ownership over other property of similar type in

lieu % roperty and makes request in writing to have this Section

a;gﬁx

(a)

it shall be as follows:-

That person shall be deemed to have received, for
the disposal, an amount equal to the sum of the

following amounts:-

(1)  Net expenses for that property immediately
before the disposal, and

(2) If the amount derived from the disposal
exceeds the expenses incurred in acquiring
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the substituted property, the amount of such

excess, and

(b) 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.

(1)

)

Net expenses for the disposed property

immediately before the disposal, and

If the expenses incurred in iring the
F y
substituted property ex&e(}he amount

derived from the di Sthe amount of

- ¥
such excess. \ )
\ Y

Y
(2) If any person, no later tha§&}) year of the involuntary
disposal of any liability in any r\g\fm of the modes mentioned in
ar

er liability of similar type in lieu

applied, it shall be as f@&-

\

(a)

N

(1)

)

t person shall be deemed to have incurred
v ) expenses, for the disposal, in a sum to be set by
N
4 : : .
Yy subtracting the amount mentioned in clause (2)

from the amount mentioned in clause (1):

Amount for net incomes for that liability

immediately before the disposal, and

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

€XCESS €Xpenses, and
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The person shall be deemed to have received a sum

equal to the sum of the following amounts, in

acquiring the substituted liability:

(1)

)

3)

Net incomes for the disposed liability

immediately before the disposal, and

If the amount derived in assuming the
substituted liability exceeds the expenses

incurred in making the disposal,4he amount

of such excess. ~ \\
\\ J
The circumstances A be  involuntary

disposal is created\{fep Substitution of one

security of an)@ty for another security as

a result 0\% nge in the security of the
interes mhe entity or restructuring of the

entity shall be as prescribed.

Disposal upon _amal ﬁ\on of property and liability: (1) If, as a

result of acquisiti

person, any othe

0 ‘@ny property or bearing of any liability by any

roperty under ownership of, or any other liability

borne by, th%pe; son ceases or is amalgamated and thus disposal takes

place

‘§

the following provisions shall apply:-

Where net expenses were incurred for the

amalgamated property or liability immediately

before disposal, that person:

(1)

shall be deemed to have received an amount
equal to the net expenses in respect of the
disposal of the amalgamated property or
liability,
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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 liability of the

amalgamated property.

(b) Where net incomes were ecarnedi for the
amalgamated liability in res‘pe&, of the
amalgamated liability, immgdm&') before the
disposal of the liability, that(}‘os\ﬁs‘o}

(1)  shall be deem ve 1ncurred expenses in
a sum eq@ t incomes for the disposal
of the ated liability,

) P/rov1ded that, in the case of the

\&nalgamated property, that amount shall not

\ )‘/‘ exceed the amount spent by that person in

acquiring that property.

shall be deemed to have received an amount
\\Q) equal to that amount in holding ownership of
=N,

or bearing liability of the amalgamated

property.

(2) Without prejudice to the matters contained in Sub-section (1),

that Sub-section shall also apply to the following circumstances:-

(a)  If that person carries out an act of acquisition or

sale of any property,

(b)  If'that person acquires the property leased, and

71 www.lawcommission.gov.np



48.

49.

www.lawcommission.gov.np

(c)  If the guaranteed liability is transferred by the

transferee.

Disposal of property and liability through division: If the rights

related with any property owned by or the burdens related with any
liability borne by any person devolve on any other person also by way of

lease of any property or any part thereof, the following provisions shall

apply:-

(@)  Where the rights or burdens are permanent, that first person shall
be deemed to have disposed any part of that prope%\()r’ liability
but not to have acquired any new property or,libb\hity’, and

A

(b)  Where the rights or burdens are tempo @c'ontingent, that first
person shall be deemed not to h iﬁp/osed any part of that

property or liability. \\\

Provided that, suéc :\p\erson shall be deemed to have
)

acquired a new Propeny or assumed a new liability, as the case
may be. \:\
\

Disposal through a }gtion of incomes and expenses: (1) Any person
shall, in the oh&\)ﬁng circumstances, allocate the expenses or incomes
made i%c%i\r/ing, bearing or disposing any property or liability
bet\(&{g perties and liabilities, on the basis of the market value at the
ti&% acquisition, bearing or disposal, as the case may be:-

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

or more liabilities assumed at the same time,

(b)  Where one or more properties or liabilities are

disposed at the same time.

(2) If any person who holds ownership of any property or bears
any liability disposes any part of that property or liability, the net
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expenses or net incomes of that property or liability immediately before
the disposal have to be allocated in the portion of the disposed property
or liability and in the remaining portion, as the case may be, on the basis

of the market value thereof immediately after the disposal.
Chapter -9

Special Provisions on Natural Person

Spouse: (1) Both a resident natural person and his/her resident husband
or wife may, by giving a notice in writing, choose to be& as one

natural person in any specific income year for tax purw&é )

(2) The husband or wife out of the x‘ Who choose the
provision contained in Sub-section (1) 1\, of any income year

shall be jointly and severally resp0n51bl een each other for the tax

payable by them in that year. "\

Tax adjustment for medkalqtréatment (1) Any resident natural

person may make a claln¥£d{§d]ustment of tax for medical treatment in
any income year g/g approved medical expenditure incurred by
ugh/an

him/herself or {

&n tax adJustment amount for medical treatment of a natural

y other person for him/herself.

A

p&

y income year shall be computed also by adding any
a if any, referred to in Sub-section (4) to the amount to be set by
Fifteen per cent of the approved medical treatment expenditure referred

to in Sub-section (1).

(3) Notwithstanding anything contained in Sub-section (2), the
amount of tax adjustment for medical treatment claimed by a natural

person in any income year shall not exceed the prescribed limit.

(4) In the case of any natural person in any income year, the

excess amounts as mentioned in clauses (a) and (b), up to the following
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limit, may be carried forward and be included in the amount 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 (3), the

amount of such excess, and

(b)  The amount to the extent that the person referred to
in clause (a) of Section 3 is not allowed to use tax
adjustment for medical treatment becauee\Of being
less the amount of tax payable by that\&so’n in that
year. ,‘\\ /

Explanation: For purp%s Jof this Section,

n : v M n

approved medical ient expenditure" means

the approved r@» treatment expenditure as
prescribed.(\f\

)
pter-10
N

S ecizh?ovisions For Entity
)\ y

Principles o z(,stion applicable in_respect of entities: (1) For
purposeqe /}\»fnent of tax, any entity shall be responsible distinctly

fromadtssbeneficiaries.

. \\
" (2) Distributions to be made by an entity shall be as mentioned in
Section 53, and in distribution to be so made, tax shall be imposed on its

beneficiaries pursuant to Section 54.

(3) The amounts derived by and expenses borne by an entity shall
be deemed to have been received or borne by the entity irrespective of
whether or not the entity has derived the same or borne expenses for

other person.
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(4) A property under ownership of an entity and the liability
borne by it shall be deemed to be under ownership or burden of the
entity. Such property under ownership and liability borne shall not be

deemed to be under the ownership or burden of any other person.

(5) Foreign income tax paid by the manager, beneficiary of an
entity or the entity, whosoever, for the income of the entity shall be

deemed to have been paid by the entity.

(6) Transactions between any entity and its masggers and
beneficiaries shall be recognized subject to Chapter-7 ane S&ldﬂ 45.

y

,\\ /
53.  Distribution by entity: (1) The following matter;\haxs\) be included in

the distribution to be made by an entity:- \\“;'
4

NY .
(a)  Payment made b\ entity to any of its
T\
beneficiaries unﬂ capacity, or
(b) Capitaliﬁti Sf profits.

O
(2) Notwithstandi anything contained in Sub-section (1), any

\
payment referred té,in Jause (a) of that Sub-section shall be deemed to

have been dist ut}d only in the following circumstances:-
N

Y
AQE) Where the payment exceed the amount paid by a
\

beneficiary to the entity in exchange for a
~‘§’ consideration likely to be obtained from the entity,

and

(b)  Where the following amounts are not included in

the payment:-

(1) The amounts included in computing the

income of the beneficiary,
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(2) The payments from which tax has been
deducted finally except for reason of

distribution.

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

be a distribution of profits or return of capital.

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

shall be deemed to be a distribution of profits, subject to Section Sx

(@)  Where the distribution is of a zﬁ%ﬁ/ed to in
Sub-section (3) and the amo (t a$yper the market
value of the property ex e&g;the total amount of
capital contribution g'rfg of the market value

of the 1iability§$h entity at the time of

distribution arQ/

)
(b) Wherg&ﬁts are capitalized.

pitalized profits, as well,

o
(5) The distribuﬁbﬂ,}e erred to in Sub-section (3) shall be deemed
to be a return of ca?ﬁg/l)x% the extent of non-distribution of profits.

(6) T%§f§ribution of any entity shall be deemed to be a

dividend that entity to the extent of non-return of capital.

\
Eﬁ!%ation: For purposes of this Section, "capitalization of profits"

means and includes any capitalization made by issuing bonus share or
similar other interest or increasing the paid up sum of the interest of that
entity or crediting the profits to the premium and capital account of that

entity.

Tax in dividend: (1) On the dividend distributed by a resident body, it

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 tax shall be imposed on other entities.

(2) The dividend distributed by any non-resident person to any
resident beneficiary shall be included in the income of the beneficiary

and tax imposed accordingly.

(3) Notwithstanding anything contained in Sub- M (1), in
cases where in distributing a dividend by a resident qgr%a\gy to another
resident company, except for a dividend dis}(i d by a resident
company to an organization enjoying ta %{&r}ﬁtion, the resident
company receiving the dividend controls4gwe W{ﬁve per cent or more

voting right of the resident company: ibuting the dividend, directly
or indirectly through itself or ongm ore associated entities, no tax

shall be charged on the dividgndidistributed to such a resident entity.

N

(4) Notwithsta irﬁ\nything contained in Sub-section (3), that

Sub-section shall nqt\bj/ﬁpplicable in the following circumstances:-

(% ) Dividend distributed to any company because of
N
“Q v g ownership of redeemable shares of the company
AN

\\) distributing dividend.

N

(5) The incomes referred to in Chapter-8 receivable for the

Dividend referred to in Section 58.

interest of a beneficiary of an entity have to include the amount for

capital return made by any entity for that interest.

Provided that, the dividend distributed by the entity need not to
be included.
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Dissolution of entity: (1) A distribution made in proportion to the

portion of profit earned by and that of capital contributed by any
beneficiary in disposing the interests in the course of dissolution of any
entity shall be deemed to be the payment of partial dividend and partial
capital of that entity, if all of the following conditions are fulfilled:-

(@)  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 'ﬁ\/terest or
dissolution of the entity by follov‘(iéﬁ

law in force, N
o \—3

— ¥
(b)  Where, except in cases «M dﬁssolution, the rights
of the beneﬁciaries@?} Eortion of profits of that
entity have no &/‘computed in proper portion or

y

e’process of

could not b¢ computed reasonably, and
)

)
(©) Whe@ beneficiary who gets that distribution is
ncm associated person with the entity after the

\@&sal.

(2) wtanding anything contained in Sub-section (1), that
the prm(‘i "ns'/contained in that Sub-section and Section 53 shall not be
a ﬁ@ in cases where any entity purchases the interest of any
bene: c/iary in the entity through the securities market recognized under

the law in force and make distribution to that beneficiary.

Transaction between entity and beneficiary: (1) If a property is

disposed through transfer of ownership over the property in any manner
of distribution between an entity and its beneficiary or in any other

manner subject to Section 45, it shall be as follows:-
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(a)  The transferor of the property shall be deemed to
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 deemed to
have incurred cost in a sum equal to that mentioned

in clause (a) in acquiring the property.

(2) If any liability is disposed through transfer of g liability
between any entity and its beneficiary subject to SGCUOﬂ@ ‘shall be

as follows:-
\,

N

(@)  The transferor of the li 1" hall be deemed to

have incurred cost, i smg the liability, in a
sum equal to 1%\?9 et value of the liability
1mmed1atel disposal, and

(c) The U‘K feree of the liability shall be deemed to

e%&lved an amount equal to that mentioned in

}@se (a) in assuming the liability.

(3) If; Mlty distributes dividends except profits as dividends
to any b%h /1ary, the amount of such dividends shall be included in

comg e income of the entity.

Pr0v1ded that, provisions may be made to exclude the matters

contained in this Sub-section in any circumstance as prescribed.

57.  Change in control: (1) If the ownership of any entity changes by Fifty

per cent or more as compared to its ownership until before the last three
years, the entity shall be deemed to have disposed the property under its
ownership or the liability borne by it.
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(2) If the ownership of an entity is changed as mentioned in Sub-

section (1), the entity shall not be allowed to carry out the following acts

after such change:-

(a)

(b)

(c)

(d)

(e)

To deduct interest incurred by that entity prior to
the change in ownership and carried forward

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

To deduct the loss suffered by that entity prior to
the change in ownership, pursuant to Seegn 20,

~ )
To carry back a loss suffered q@\%e change in
.. . <
ownership in any income yea e such change,

(
pursuant to Sub-section (&Kof /S'ection 20, Section

N
59 or 60, Yy
N\

To make adju %I}Jrsuant to Sub-section (4) of
Section 24fin s where it has been calculated for
any ag\ nt or expenses pursuant to clause (a) of
S -s\ec\ion (4) of Section 24 prior to the change in
0 ‘@ership, and correction has been made on that

amount or expenses pursuant to clause (b) of Sub-

v\/ section (4) of Section 24 after the change in

Q¥

ownership,

To make adjustment pursuant to Sub-section (1) of
Section 25, in cases where any amount has been
calculated pursuant to clause (b) of Sub-section (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,
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To subtract, pursuant to Section 36, the loss
suffered in disposing any property or liability prior
to the change in ownership from the income earned
from the disposal of the property or liability 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 be\) rned to
1p,

. . 7~ .
the insured after the change in owtr§1 to claim
\ ;

for credit accordingly, or C. N
D

- v
To carry forward in th\%ﬁ}l’c'oming year the tax
paid in respect ofﬁw\elygn income prior to the

change in ownﬁxﬁ@pursuant to Section 71.

(3) In cases where &&nprship of any entity changes in any

manner mentioned in Sx&

tion (1) in any income year, the parts

before and after the cw in ownership in that income year shall be

treated as separate}go € years.

Provision ‘rk‘tlﬂiét)ing reduction of dividend tax: (1) If any entity
distri@i\'ﬁdends as follows, it shall be deemed to have made an
a@ nt for reducing dividend tax:-

(a)
(b)

Where current or expected profits are reserved,

Where any person who acquires an interest of the
entity and the recipient of the interest or his
associated person makes any payment to the present
or previous beneficiary of the entity or his

associated person irrespective of whether or not it is
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related to the acquisition of interest and whether or

not it is made at the time of acquisition of interest,

(c)  Where the payment is fully or partly reflected in the
profits of the entity, or

(d) Where the entity distributes dividends to the
recipient of interest after the recipient of interest
has acquired interest from the entity and the profits

covers the dividends fully or partly. \

(2) In cases where dividends are distributed L){Wy)en‘uty under
an arrangement reducing dividend tax made pursklﬁh?‘Sub -section (1),
the arrangement shall be deemed to be as follg /

(a)  The payment mad e recipient of interest or
his/her associ \érson shall not be deemed as
payment that person but as distribution by
that eg& of d1V1dends to the previous or present

qggib}vry as referred to in clause (b).
\

(b) \p)e dividends distributed by that entity to the
v )recipient of interest shall be deemed as equal to a
N
4

A‘V
N

sum to be set by subtracting the amount of payment
said to have been made from the dividends as

referred to in clause (a).
Chapter-11

Special Provisions on Banking and Insurance Business

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

person carrying on a banking business from that business in any income
year, it shall be separately computed as if the banking business were a

business distinct from any other business carried on by that person.
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(2) If any person suffers a loss from the banking business in any
income year, that person may subtract, as prescribed, such loss from the

incomes of the past five income years from that business.

(3) In subtracting the loss pursuant to Sub-section (2), the

following provisions shall apply:-

(a) It shall not exceed any income earned from that

business in the past income year,
(b) It shall not exceed the total sum of 103\\

(c)  The amount of loss that couldsn k)deducted for
purposes of Section 20 shJKl(haJe ened.

)
y

Explanation: Fo ses of this Section,

"banking businéSst neans banking transactions

carried ougi:()anks and financial institutions

permitt 'rry out banking transactions under
the 1 \i force.

\
General insuranc&kus&less (1) In computing the income or loss made

by any perso&yrymg on a general insurance business from that

y
insur% siness were a business distinct from any other business

cﬁﬁ by that person.

busmessq‘J Mincome year, it shall be separately computed as if the

(2) While computing the income of any person carrying on the

insurance business in any income year, it shall be done as follows:-

(@) In income, in addition to any other amounts
required to be included, the following amounts, as

well, have to be included:-

(1)  Amounts for premium of insurance

including premium for reinsurance received
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by that person from that business in that

year, and

(2) 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.

(b)  In expenses, in addition to the amounts that can be

deducted, the following amounts, as 1, may be

deducted:- ~ \\ )
,\\ /

(1)  The payments made | 1At person as an

(

. . . v . :
insurer in opera&‘@t business in that

year, and A\ 2 4
N\

(2) The pr ms included pursuant to sub-
clause of clause (a) in computing the
.j{ome earned from that business in that

\)ear or last year and returned to the insured

\)}in that year.

3) I }w)person suffers loss from the registered general
N
. 'Y . .
msuranc%us ess in any income year, that person may subtract such
A
loss\ ‘breScribed, from the incomes of that business earned in last five

ih&r}% years.

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

following provisions shall apply:-

(a) 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,
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(c)  The amount of loss that could not be deducted for

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 incoge or loss
made by any person carrying on an investment insuranee @sinéss from
that business in any income year, it shall be sepal;at@b‘, ymputed as if
the investment insurance business were a busfq}.\s:s:)istinct from any
other business carried on by that person. ) 7
A\ 4

(2) It shall be as follows In ¢ ting the income of any person

carrying on the investment ins Aqs-e/\business in any income year, it
shall be as follows:- )

WN
Except

t\he following amounts, other amounts that

(a)
\
canybe included pursuant to this Act have to be

\ included:
N4
AQ 4 (1) Amounts reinsurance for premium of
\\Q) insurance including premium received by
~‘§’ that person in operating that business in that

income year, and

(2) 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.
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(b)  Except the following amounts, other amounts that
can be deducted pursuant to this Act have to be
deducted:

(1) The payments made by any person as an

insurer in operating that business, and

(2) The premiums returned to the insured

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

(3) The amounts referred to in sub-clauses (1) an \gf clause
F 4
(a) of Sub-section (2) and sub-clauses (1) and (2) of\cw}j b) have to
be included in the incomes and expenses for the « Tty or liability of
&

that person. )
N

L 4
(4) The investment insurance ag mﬂ of investment insurance
business of any person shall not b \% as the property and liability

of that person. (}-’

Amount received from dn%ance: (1) For purposes of computing the
income of any person, rovisions contained in section shall apply in
respect of the ag)m}ceived by that person from insurance.
(%ff%@tanding anything contained in Sub-section (1), the
2

4
ovisions shall apply in respect of the profits made from

folloxﬁfg
m%@ t insurance:-

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

through final tax deduction, 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.
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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 persog_@esires to
hold a retirement fund make an application to the D'gpq&e/ht for having

. . b4 .
the retirement fund, the Department shall give @@ as prescribed.
),
(2) A natural person who is a ben%&;g/of the retirement fund
may make a claim to have the retire%@ ribution made to the fund
in any income year deducted from @

ble income.

)
3) Notwithstandin&&iyt 'r{g contained in Sub-section (2), the

amount claimed by an}?\pq
pursuant to that Sﬁ;@ on shall not exceed the prescribed limit of

retirement con@uti .

Tax in petires 1ént fund: (1) For purposes of assessing the income of
the r@ t fund, the amounts to be included or deducted pursuant to
thwkt shall be included or deducted in computing the income.

rson for deduction in any income year

Provided that, ,-

(a)  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 expenses of
the fund and such payments shall not be deducted

in computing the income.
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(c)  Interest of any beneficiary in the retirement fund

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

(3) If any retirement fund ceases to remain in a form of such
fund, such fund has to pay tax in a sum to be set, by the rate of tax
applicable to companies, by subtracting the amount referred to in clause

(b) from the amount referred to in clause (a).

(a)  All retirement contributions paid \je fund
. a N

between the period from the datq\\x@n)the fund got

approval as a retirement funél e date when the

>,
in cases where Sub-

. . v .
recognition ceased to e @all Income amounts
treated as taxable i x
section (2) is no igable,

(b)  All retiremént payments made by the fund between
4

the pegjg from the date when the fund got approval

a a\r\tirement fund and the date when the

\VY. . )
%}@gmtlon ceased to exist.

65. Retirement&Mnts: (1) For purposes of computing the income
N
earned;@ﬁz}ﬁy/natural person from the interest in any approved
reti@ ht, fund, the following provisions shall apply:-

~
" (a)

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

income, and

(b)  Notwithstanding anything contained in clause (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
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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 made by any natural
person from the interest in any retirement fund that has not obtained

approval, the following provisions shall apply:-

(a)  Where a resident person has made payment, tax
shall be imposed on the beneficiary in th amount

as withholding of tax finally, and s

,\\ /
(b)  Where a non-resident pers?p\hef\made payment,

y

that amount has to be &‘gg\d' in computing the
income of the beneﬁ\e% y 4

Explanation; urposes of this Section, "profit
made from thérfterest in any retirement fund that

has no&&ﬁaiﬁéd approval' means, in cases where

r@é«mt payments made from a retirement fund

&v}t&h has not obtained approval to a beneficiary

\ natural person for his interest in the fund exceed the

‘v\/ amounts of retirement contributions paid by that

“5@ g person to that fund for his interest in the fund, the
‘\:\) amount to the extent of such excess.

66. Expenses and incomes for interest in retirement fund: (1) The

expenses incurred for any property remaining as the interest of any
natural person in any retirement fund have to include the followings

amounts:-

(a)  All retirement contributions made by the natural

person in respect of the interest, and
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(b)  Where tax has been paid from the fund pursuant to
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 exist.

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,a‘g\a\},in’terest of any
person in any approved retirement fund have to(@e the exemptions
claimed by that person pursuant to Sub—sectm\ﬂ) of Section 63 for the
retirement contributions made in respect@%}t?nterest.

3y

Source of income los%?ofit and payment: (1) In cases where, in the

source of incoKe;zl d from any employment, business or investment
- amounts mentioned in clause in (a) exceed the

of any pers%
4

amounj%nﬁoned in clause (b), the amounts to the extent of such

exces hall be deemed to have source in Nepal.

~
" (a)

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 any employment,

business or investment of any person, the amounts mentioned in clause
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(a) exceed the amounts mentioned in clause (b), the amounts to the

extent of such excess shall be deemed to have source in Nepal.

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

investment,

(b) The amounts with source in Nepal included in

computing the income.

(3) The amounts to be included in computing the m% shall be
deemed to have source in Nepal in the following mrcWry:es -

(@)  The net profits referred t(f‘y:‘e?ause (c) of Sub-
section (2) of Section 7&0 use (b) of Sub-section
(2) of Section 9 toNbe ‘\et by subtracting the loss
suffered fro X?dlsposal of the property or
liability wi source in Nepal from the profit made

from &k dlspo/sal of the property or liability with

03{0:1\ Nepal,

(b) xn)/cases where a property situated in Nepal or a

v ) liability to be borne in Nepal is included, the profits
“Q ./\/ and amounts to be included in computing the
\\Q) income as mentioned in clause (d) of Sub-section
> (2) of Section 7 or clause (¢) of Sub-section (2) of

Section 9,

(¢)  Received payments with source in Nepal, subject to
clauses (a) and (b).

(4) In cases where a property situated in Nepal or a liability to be
borne in Nepal is included, the source of profit or loss made or suffered
from the disposal of the property or liability shall be deemed to have
source in Nepal.
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(5) In cases where the following amounts are included in the
amounts deducted in assessing the income, the source of such amounts

shall be deemed to be in Nepal:-

(@) 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,

(b)  The expenses referred to in Sub-section (1) of
Section 16 in respect of the propertxq&s ated in
Nepal, and the expenses to the,c‘i%e}& dllowed to be
deducted pursuant to SeCtIOﬁﬁld

(c)  The payments w1th@ge in Nepal, subject to
clauses (a) and ( \\

(6) The following paym@t\s-hall be deemed to have source in
Nepal:- )

(a) D?%d?nds paid by a resident entity,

( Interest paid by a resident person,
’&K )

N

Y
AQ/%@) Payment for natural resources made in respect of
\\Q) the natural resource derived from the land situated
‘ Q\ in Nepal or calculated with reference to such

source,

(d)  Rent paid for the use of any property situated in
Nepal,

(e)  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 pasee@e;s’, or

AN
(2)  The shipment of m(aj ivestock or other

direct movable plgp{’&;’v
4

Payments receive%&‘ayperson who carries a
business of i ﬁ%hing information or news
through ans f communication such as wire,
radio, optical t{ber or satellite in respect of dispatch
0 %\(s or information through networks
e‘s}@hshed in Nepal, irrespective of whether or not

\ ) stuch news or information is originated in Nepal,
N

B ) .)/
&

Payments in the following circumstances inclusive
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

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

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

Nepal, and

The following payments except thoe®10ned in

clauses (a), (b), ©), @), (&), (D N, (), ) and
(k), above:- (‘_:‘5

(1) Payments ma spect of disposal of the
property @ in Nepal or in respect of
acqulrl ility to be borne in Nepal, or

(2) { ments made in respect of activities

\:éamed out in Nepal.
\

; loss, amount, profit or payment except the one

}B have source in Nepal as mentioned in the above-

sectlons and the references to Nepal given in this Act

fo&@ country for purposes of ascertaining as to which country such

income, loss, amount, profit or payment has source in.

Explanation: For purposes of this Section,-

(a)

"Property situated in Nepal" means the land or buildings

situated in Nepal and the property other than land or

building of a resident person situated in any foreign

country or if the person is associated with a controlled
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foreign entity pursuant to Section 69, inclusive his interest

in that entity.

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

resident person.

Foreign permanent establishments: (1) Notwithstanding anything

contained in Section 3, any foreign permanent establishment of a non-
resident person situated in Nepal shall be liable to pay tax payable on the

income of such establishment, subject to other provisions of t{§ Act.

AN
(2) The income of a person having ownership of a foreign
o)

permanent establishment shall be separated fr?n\.ﬂ?‘income of that
establishment, pursuant to Section 69. \\“;'
N\

(3) Tax shall be imposed on the @wn‘t establishment referred
to in clause (b) of Section 3 in t}g%e sent abroad by the foreign

permanent establishment of a nt@r ent person situated in Nepal.

)
(4) The income sen\Q oad in any income year by the foreign

permanent establishmenf’®f a non-resident person situated in Nepal shall
be equal to the }nﬁum of dividends distributed by that foreign
permanent e%b isiiment in that year.

N
4
)y
Contyrolled foreign entities: (1) If any entity distributes dividends of the

a %@ income earned in any income year as a controlled foreign
erE at the end of the income year, it shall be deemed to have

distributed dividends on proportion to its beneficiaries, as follows:-

(a)  As per the rights of the beneficiaries to the income

in distributing dividends, or

(b)  If the rights are not certain in a reasonable manner,
as per the method which the Department thinks

appropriate according to the circumstance.
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(2) Tax shall not be levied on the dividends distributed by an
entity as a controlled foreign entity at the end of any income year except

those distributed pursuant to Sub-section (1).

(3) The following shall be deemed to have occurred in respect of
the dividends distributed by a controlled foreign entity pursuant to Sub-
section (1) to the beneficiaries associated with that entity at the time of

distribution of dividends:-

(a)  Having the characteristic equivalent to the type and

source of the associate income of that%gi,ty’, and

,\\ /
(b)  Having distributed proporti(}n&alg\mt of each type

L v :
and source the associate &k{@ of that entity.
y

4
(4) Any tax paid by any control %\reign entity including that
deemed to be paid pursuant to S@X\Qﬁon (5) or Sub-section (5) of
Section 52 in respect of the amounts-deemed to be distributed pursuant

)
to Sub-section (3) has to bQ%t aside for the beneficiary associated with
that entity. \\
D

(5) The taxﬁb{ )a%ide pursuant to Sub-section (4) at the time of
allocation s IMAeemed to have been paid by the beneficiary, and the
beneﬁ(;i%}r%y\/ get facility of tax adjustment for such tax, as provided
for ig &ctidn 71.

~,
¥ (6) The amount to be deemed as distributed to the beneficiary

pursuant to Sub-section (1) at the time of distribution has to be included
in the expenses for any property or liability of the recipient beneficiary

in the entity making such distribution.

(7) The dividends distributed to the beneficiary enjoying tax
exemption pursuant to Sub-section (2) at the time of distribution has to
be included in the income for any property or liability of the recipient
beneficiary as an interest in the entity making such distribution.
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(8) For purposes of this Act, the foreign income tax paid or
foreign income tax deemed as paid by any controlled foreign entity
pursuant to Sub-section (5) or Sub-section (5) of Section 52 shall be
deemed as tax amount paid by that entity or deemed to be paid by that
entity pursuant to this Act.

Explanation: For purposes of this Section,-

(a)  "Associated income" means, in computing taxable income
of any controlled foreign entity in any incowne year, a
taxable income computed as if that entitywx,a’resident
entity. AN

(b)  "Controlled foreign entity" me&wny non-resident entity

0,

4

in which any resident pe has interest directly or

indirectly through one§ re interposed non-resident

entities in any inc@y

associated with that eftity or where any person deemed to

ar; and where that person is

be associag ith and any other resident persons not
exceedin?fqyr persons are associated with that entity, it

inclu}&g ch entity, as well.

Tax char&;ﬁblé) on__non-resident person _providing _water
travelin ffi/ng, air transport or telecommunications service in
N% The taxable income of any non-resident person who operates
wat t/

raveling, charter service or air transport in any income year shall

consist of the amounts derived from the following acts except the

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

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

from Nepal.
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(2) The taxable income of any non-resident person who carries on
a business of cable, radio, optical fiber or satellite communication in any
income year shall consist of the amounts derived from the dispatch of
news or information through any device established in Nepal, whether

originated in Nepal or not.

(3) Tax shall be levied on the amounts to be included in the
taxable income of any non-resident person pursuant to Sub-section (1)

or (2), at the rate specified in Sub-section (7) of Section 2 of Schedule-1.
Provided that, - ~ \\\

(@) Those amounts need not & computed in

computing the tax payx&&m /respect of any due
taxable income of th

(b)  The expenses \d with computation of those
amounts shall be allowed to be deducted in

. /7 :
compu&}s% that due taxable income, and

(c)  Thatwerson shall not be entitled to any facility of
\e}/ adjustment from the amount of tax payable by

vs ) that person.
y

)Y
“& 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 paid by that person in any
income year to the extent of the tax paid for assessable foreign income

of that person in that year.
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(2) In computing the foreign tax adjustment claimed pursuant to

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

(a)  Separate computation has to be done for assessable

foreign income having source in each country, and

(b) Foreign tax adjustment claim shall not be made, in
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 ilxmspect of
each computation. \ )

\\)

(3) Any foreign income tax paid in re (p F the assessable
foreign income of any year who is not entitle ‘Q grelgn tax adjustment
facility pursuant to Sub-section (1) by v1r§?‘)the limit provided for in

clause (b) of Sub-section (2) may be as follows:-

(a) It maybe OQri;Qorward in the coming year, and
4

(b) It shall deemed to be paid in respect of the
as%&gble foreign income in the future income year
e person having source in the country where

\ such foreign income has been earned.

%otwithstanding anything contained in Sub-section (1), any
Xl%y give up a claim for foreign tax adjustment to which he is

entltfed in any income year and also claim for credit for foreign income

tax for which such adjustment facility is available in that year.
Explanation: For purposes of this Section,-

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

from any employment, business or investment:-
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(1)  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 rate of 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 yeag prior to

adjustment of any foreign tax of th.at%o’n in that
year. A\\ )

D
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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 notification in the Nepal
Gazette, establish Inland Revenue Offices under the Department and
prescribe their working areas, in order to render assista&e to the
Department in fulfilling the responsibility of the Depar@m&men‘uoned
in Sub-section (1). The offices of which workmgAé)e\Have been so

specified shall be deemed as organs of the Depam"rgg 5
J
(3) The Department may have th yré and other employees

as follows:- \ \

N
(a)  Director Gén XI-/

(b) Depul\y\\krector General, Chief Tax Administrator,
Dixgeter, Chief Tax Officer, Tax Officer and other
N}icer in the required number, and

Other employees.

g/he Director General may carry out the following functions,
su&§ to the direction given by Government of Nepal:-

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

Department pursuant to this Act,

(b)  To so delegate the powers referred to in clause (a)
as to be exercisable by any other officer subject to
Sub-section (5) and (6),
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To so specify that all or any of the powers referred
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 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 to make
addition by adding offence pursuant. t;\sgtlon 129
or to grant authority to any Acﬂ’\&r} pursuant to
Section 82, to be exerczs‘am\by any officer
employee of the civil 86&1

(5) Deputy Director General, @x Administrator, Director,

Chief Tax Officer and Tax Office

cts as the Chief of Office may

carry out the following functiensy J subJect to the direction given by

Government of Nepal or Ih\ irector General:-

(a) T(R?xercise the powers conferred on the

A )y
&

S

S

partment 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 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, and

102 www.lawcommission.gov.np



www.lawcommission.gov.np

(b)  To so delegate such powers as to be exercisable by
any other officer of the Department subject to Sub-

section (06).

(6) Any other officer of the department except the Director
General, Deputy Director General, Chief Tax Administrator, Director,
Chief Tax Officer or Tax Officer who acts as the Chief of Office may

carry out the following functions:-

(a)  To exercise any powers delegated to that,officer out
of the powers conferred on the depw%s@nt, except
the following powers: AN /

) 2

(\“5

(1)  To issue public 01 ar/pursuant to Section
75, to specif ﬁocument referred to in
Section 7 Yold pending any reviewable
deCISIO’\ therwise affect it pursuant to

-Cccylon (5) of Section 115, to accept or
- Xct, fully or partly, the matters contained
Nn an application made by any person

/)/ pursuant to Sub-section (7) of Section 115,

v\ ) to make addition by adding offence pursuant
N

Q @ 4 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-delegate any
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 laws in force and the same

income is also taxable in a foreign country, Government of Nepal may
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conclude an international agreement with the foreign country for the

avoidance of double taxation.

(2) This Sub-section shall be applicable in cases where, pursuant
to any international agreement concluded with Nepal, the competent
authority of the other country requests the Department to collect in
Nepal the amount payable by any person who is in arrears of that

amount, pursuant to the taxation law of that other country.

(3) In cases where Sub-section (2) is applicable, the Department
may, for the purpose of sending that amount to that compe@,authority,
send a notice in writing to the person who is in arrearﬁo}ba& and require
him to pay such amount to the Department With@ate mentioned in
that notice. \y y

N

(4) This Sub-section shall »&Nl able in cases where any
international agreement contains a;li\hi\vsion under which Nepal has to
exempt income or paymen 0&@’5 to apply the reduced tax rate to
income or payment. \}\

(5) In cas@ Sub-section (4) is applicable, any of the

following enti fga not be entitled to enjoy tax exemption or tax

deduction facility:-

4
\\Q) (@) An entity who is considered as a resident of the
"‘\ other party of the agreement for purposes of the

agreement, and

(b)  Where Fifty percent or more portion of the vested
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

agreement, the persons or entities are residents of
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both Nepal and of the other country party to the

agreement.

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

applicable to Nepal:

(@) To avoid double taxation and pregent fiscal
evasion, or p\\, ’
)

AN

(b) To render reci]?( Y administrative

: : R .
assistance in the\{np ementation of tax

N

liability. \ %

Taxpayer's rights: (1) Any taxp %a}l not be entitled to exercise
any of the rights mentioned i S’ ection (2) without fulfilling the

duties required to be fulﬁlled\\ursuént to this Act.
N

(2) In the context™®f paying tax pursuant to this Act, a taxpayer
shall have the follo%n/é’ rights:-

va}/) The right to be treated with honour,

,Q 4
| ‘«:\) (b)

(c)

(d)

The right to receive information on tax related

matters pursuant to the laws in force,

The right to have an opportunity to furnish proofs

in defense on tax related matters,

The right to appoint a legal practitioner or auditor

for defense, and
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(¢) 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 administratiosxand give
guidelines to the officers of the Department as wellf‘ag\h,e/persons
affected by this Act, the Department may issue writte ) l‘;lic circulars,
accompanied by explanations, on the provisions fq\a‘d‘g}q this Act.

)
(2) The Department shall mak \abfe the circular issued

pursuant to Sub-section (1) in the D nt or in any other places as

per necessity or through any othé@ .
)

(3) The Departmen&x 11 be compelled to take action according

to the circular issued rs\u}nt to Sub-section (1) unless and until such

circular is revoked\ /;‘v

Advance rum If any person makes an application in writing to the
e

4
Departn 1t for the removal of any confusion as to the application of this
ACKWY arrangement proposed or accepted by such person, the
D&%ment may issue its version by an advance ruling as prescribed, by

notifying the person in writing.

(2) Notwithstanding anything contained in Sub-section (1), the
Department shall not be entitled to issue an advance ruling referred to in
Sub-section (1) on any matter of confusion occurred in the
implementation of this Act in cases where such matter is sub judice in

the court or has already been decided by the court.
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(3) In cases where any person acts as follows prior to the issuance
of an advance ruling pursuant to Sub-section (1), the Department shall
be compelled to implement this Act as per that ruling until the ruling

issued to that person remains valid:-

(a) If the full and actual statements of the matter
related to that ruling are presented to the

Department, and

(b) If the arrangement corresponds to4the point
mentioned in the application made—ly\{hat person
for the ruling. ,‘\\ /

N Y
. € vj :
(4) In cases where the public circular 1&@pursuant to Section

75 and the advance ruling issued pur yté Sub-section (1) are

mutually contradictory, priority shall g to the matters mentioned

in the advance ruling in the case @ erson to whom such ruling has

been issued.

(5) Prior to the 'sha\lce of the advance ruling pursuant to Sub-
section (1), the D ari[j@nt may give an opportunity to the applicant to

furnish furth }tat ments, if any, in person or through his

representati\%, N,
)Y
A
Fo “of 'documents: (1) The Department may, from time to time, so

sp&% the mode of submission and formats of necessary documents,
statements including income returns, tax deduction statements and
formats of records that are required under this Act and the rules framed
under this Act, the notices, information and details required for the

effective implementation of this Act are incorporated.

(2) The Department shall make available the formats referred to
in Sub-section (1) in the Department and in any other places specified

by the Department and through any other means.
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Permanent account number: (1) The Department shall issue an

identity number called as permanent account number to any person for

purposes of identifying that person, subject to this Act.

(2) The Department may order any person to mention his/her
permanent account number in any income return, statement, version or

other document to be used for purposes of this Act.

(3) Government of Nepal may specify the circumstances where

any person has to show or mention his/her permanent accoun%lmber.

~ )
Service of documents: (1) Any document requir@%}e given or

delivered to any person pursuant to this Act SI}Q “deemed to have

: : : v .
been given or delivered to that person in the foﬂ@g circumstances:-
y

\

4
(@)  Where it is sent to ‘\%5\( number or email address
N
of that person \

(b)  Where i isgeli'vered by hand to whom it has to be
deli k\‘} r to the manager of an entity, in the case

of%ntity, or
\

( %ere it is sent by a registered post to his resident,

v\/ office, business or other address to the extent

“g g known.
RN

" (2) Any document so signed, encrypted or encoded through
computer technology or written in it as indicating the name and
designation of the competent authority of the Department and issued,
served or given pursuant to this Act shall be deemed to have met

requirements.

Defective documents: (1) Any document issued under this Act shall not

be deemed defective in the following circumstances:

108 www.lawcommission.gov.np



81.

www.lawcommission.gov.np

(@)  Where it is consistent with this Act substantially,

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 Department
pursuant to this Act contains any error and the error does not give rise to
any dispute as to the interpretation of this Act or the fact of any specific

person, the Department may make amendment in the dogment for

purposes of rectifying such error. ~ \\
A\\\ J
Chapter-15 ( ’
Se
),
Records and Information % cy ion
N

To maintain records or documents: \Each person who is liable to

pay tax pursuant to this Act 0 _maintain in Nepal the following
necessary documents, in additi o to the documents required to be
maintained in the format*e& e as prescribed by the Department or to
be certified or auth&%&l by audit or in other manner:

(& ) Necessary information and documents supporting
Q Y the income returns or any other documents required

to be submitted to the Department pursuant to this

‘\3) Act,

(b)  Documents assisting to assess the tax payable by

him,
(c)  Documents supporting the deduction of expenses.

(2) Except as otherwise specified by the Department by issuing a
notice in writing, the documents referred to in this Section have to be
safely retained for at least Five years from the date of expiration of the

concerned income year.
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(3) In cases where any document referred to in Sub-section (1) is
not in the Nepali or English language, the Department may, by issuing a
notice in writing, require the concerned person to submit the translated
version of such document in the Nepali language done, at such person's

own cost, by a recognized translator under the law in force.

Powers of Department to obtain information: (1) The officer of the

Department may do the followings in order to implement this Act:

(@)  To have full or unhindered access to any premises,
places, documents or properties Siﬂﬁ@,lfl Nepal,

subject to the laws in force, "\ )

y

(b)  To obtain any portion Kf\; yfolicate copy of the
document includin % electronic copy of the
documents to whi re is an access pursuant to
clause (a), O

Q

)
(c) In casgs \ here the concerned officer thinks that the

d uhe\t to which there is an access pursuant to
\ . :

clagse (a) is an evidence that could be necessary to

assess tax liability of any person pursuant to this

\)

\ %  Act, to take such document in his custody, and
1 4
A&/

\\Q) (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 the powers referred to
in Sub-section (1) without having authority in writing from the

Department. In cases where, in entering to any premises or places in
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exercise by any officer of the powers referred to in Sub-section (1), the
possessor of such premises or places or the person having access to any
concerned document or property requests to show the authority of the

Department, such officer has to show such authority to them.

(3) In cases where any officer of the Department who enters to
any premises or places in exercise of the powers referred to in Sub-
section (1) so requests, the possessor of such premises or places or the
person having access to any concerned document or property has to

provide all proper facilities and assistance for the effecti@/e of the

powers. \\ )

(4) The Department may hold in its c1(s‘fg£1y he document or
property taken in its custody pursuant to clal(\e\éc) or (d) of Sub-section

(1) until the following time: Y

W
(@) In the case @ document taken in custody

pursuant to ‘elapise (c¢) of Sub-section (1) until the
time t@wcumem is required to assess tax liability
of Merson or for any other action pursuant to this

N/‘O}énd

‘@)\/ ) In the case of any property taken in custody pursuant
A& g to clause (d) of Sub-section (1), until the time when
N
~,

‘ access to the document in question is gained and it is
) taken in custody.

(5) The person whose document is taken in custody pursuant to
Sub-section (4) may inspect such document and may obtain a copy of or
copy down a portion of such document at his/her own cost within office

hours and under supervision as prescribed by the Department.

(6) Notwithstanding any provision made on privilege or public

interest in respect of having access to the documents required for the
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implementation of this Act, the provisions contained in this Section shall

apply in that respect.

Explanation: For purposes of this Section, "possessor" means, in
respect of any premise or place, a person having ownership of, manager

of the premise or place or any other person remaining there.

Power to obtain information by notice: (1) The Department may, by

giving a notice in writing, order any person with or without liability to

pay tax pursuant to this Act to do as follows:- \

~ )
(a) To submit any information speg{f@\)n the notice
1 . . e .
within the time specified )n\t.hs‘notlce, also by
- v
t D
\)
N Y .

(b)  To be present at t@&partment in the place and

time specified A mmtice before the officer of the

preparing any documen

Department fo ' mSpection on the tax related matters

)
of thaf,é&son or any other person,
\\
(c)  Toy ’submit, for purposes of inspection, any
ument mentioned in the notice that is under his

\ ) control at the time when that person is examined
N
4
Q ) pursuant to clause (b).
A

‘ \wAny person who is to be examined pursuant to clause (b) of
Sub-Section (1) shall have the right to have legal or other representation

during such examination.

(3) Notwithstanding any provision made on any privilege or on
public interest in respect of having access to the documents required for
the implementation of this Act, the provisions contained in this Section

shall apply in that respect.
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Governmental secrecy: (1) Any officer and other employee of the

Department shall maintain secrecy of all documents and information that

come to his custody or knowledge in the course of carrying out his duty

pursuant to this Act.

(2) Notwithstanding anything contained in Sub-section (1), any

officer of the Department may disclose, as follows, the document or

information referred to in Sub-section (1) to the following persons:-

(a)

(b)

(c)

(d)

(e)

To the extent that it is necessary to cag out the
duty of that officer pursuant to this Ae(;\

,\\)

In cases where is so ord(eg Y any court or

4
y

. . g, ¥ . .
tribunal in respect of é%mmstratlve review or

action pursuant to t}gﬁ&y Y
ALY
Before the Mmﬂg r Finance,

In cas &e}'e it is necessary to disclose for
pur@ f any other financial law,

\
In &tses where it is necessary for any person in the

\ service of Government of Nepal for any acts

(2

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 government
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.
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(3) Any person, court, tribunal, body or official who obtains any
document or information pursuant to Sub-section (2) shall keep secret

such document or information except to the minimum extent required.
Chapter-16

Pavment 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 mode as prescribed.

(2) Tax required to be paid under this Act has Qba}aid in the
A\\ J

(a)  In the case of one wh Mo/pay by withholding

advance tax, in the &&\\m@nﬁoned Sub-section (4)

of Section 90, \\»

following time, subject to Sub-section (1):-

(b) In the ca@ }JT one who has to pay tax in

insta&ﬁq ts, in the time mentioned in Sub-section

(1’\2;S>ction 94,

(‘K the case of one who has to pay the assessed tax-
N4
4

Q (1)  On the date when the income return is to be
A
\Q) 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
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assessment made pursuant to Sub-section (2)

of Section 99,

In respect of the amounts required to be paid to 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,

In respect of a liability fixed upon fadure of any
entity to pay tax pursuant to Subs@&i,oﬁ (2) of
Section 107, at the same time wh‘%n)i\e’ entity has to

"

In respect of the amounts q/uired pursuant to Sub-

pay tax,

section (3) or (4 ion 108, within seven days
of the date 0®i the amounts are adjusted by
auction sale, gradually or on which the amounts

cann&t o adjusted, and

\ .
Ql respect of the fees and interest assessed pursuant

to)/ Section 122, on the date as mentioned in the

vx/ assessment notice.

)Y
A ?&he date on which tax has to be paid shall not be affected in
th%%owing circumstances:-

(a)

(b)

An action taken by the Department pursuant to

Chapter-20 to recover tax, or

Other action has commenced, pursuant to this Act.

Evidence of payable tax: The certificate signed by the officer of the

Department, indicating the name, address of any person and the amount

of tax required to be paid by that person shall be an ample evidence for
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the amount of tax required to be paid by that person, in the following

actions:-

(a)  Any action taken by the Department pursuant to Chapter-20 to

recover tax, or
(b)  Any action on any offense pursuant to Chapter-23.

Chapter-17

Withholding on Payment

~ \\\

Withholding of tax by employer: (1) In makingAm&eﬂt which has

: : . . . Ny :
source in Nepal and is to be included in compupm!“@e income derived
Vv
by any employee or worker, each resid«t\q/mp'loyer shall deduct
(withhold) tax at the rate referred to in S@wg 1.
)

. oq. \
(2) The liability of an empl %r uired to withhold tax pursuant
to Sub-section (1) shall not decr%se/or end by virtue of the followings:-

N
(a) In ca?Se\ ere the employer has the right or duty to
de%c? or hold up or subtract any other amount

\g/m the said payment, or
Y%

QYb\f In cases where the income earned by the employee
N
~‘\

Withholding of tax in making payment for investment return and

or worker from employment cannot be subtracted

pursuant to other laws in force.

service charge: (1) In making payment by a resident person for interest,

natural resource, rent, royalty, service charge having source in Nepal,
and if the person is an approved retirement fund, in making payment of
amount of any retirement payment, the person shall withhold tax at the

rate of Fifteen percent of the total amount of payment.
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Provided that, tax shall be withheld from provident fund and
gratuity paid by the approved retirement fund, only at the rate of six

percent.

(2) In making payment by a resident person for dividend, profit
made from investment insurance having source in Nepal or profit made
from unapproved retirement fund, the person shall withhold tax at the

rate of ten percent of the total amount of payment.

(3) Notwithstanding anything contained in Sub-section (1), in
making payment of interest or of an amount in the fopm\&mterest as
follows to any natural person for the deposit, ﬁ‘%axk)or financial
institution shall withhold tax at the rate of S$ix “{)e ent of the total

amount of payment:-
(@)  Which has sourc @al and
(b)  Which is n(r%hted with the operation of business.

(4) Notwithstanding\dnything contained in Sub-sections (1), (2)
and (3), this Section sh%ot apply to the following payment:-

(&\ P)/ment related to the operation of a business
& Y carrled on by a natural person or any other payment

2, except for the house rent,
N
‘\

Interest paid to a resident bank or other resident

financial institution, or

(c)  Payment enjoying tax exemption or payment liable

to tax withholding pursuant to Section 87.

Tax withholding in making payment of contraction or _contract: (1)

In making payment of a sum exceeding Fifty Thousand Rupees for

payment of general insurance premium or contraction or contract, a
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resident person shall withhold tax at the rate of One and half percent of

the total amount of payment.

(2) The amount referred to in Sub-section (1) shall be fixed also
by adding any other payments, if any, made by such person or his/her
associated person under the same contract to the person or his/her
associated person entitled to payment under that contract in the past Ten

days.

(3) Notwithstanding anything contained in Sub-sectign (1), tax
shall be withheld as follows from payment made by anym&gn’t person

to any non-resident person under any contraction or,cﬁht (-

(@)  Where the Departme &\ gwen that resident

person a notice 1n

the notice, or \

(b) As refene(M Sub-section (1) in any other

ClI'CUI]K NCes.
N

(4) Notwithstanm anything contained in Sub-section (1), this

yat the rate specified in

Section shall not ap /)to the following payments:-

‘va)/ Payment made by natural persons excepts the
1 4
é payments made in the course of operation of any

business, or

(b) 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 a statement setting out the
following matters in such mode and format as specified by the

Department within Fifteen days of expiration of each month:
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(a)  Payment subject to tax withholding made by the
person withholding tax to 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 makinge&l; payment
except that mentioned in Sub—s,ac‘ﬁo\ ; 3), and
(d) Any other infomatic&%‘?\;’szeciﬁed by the
4

A\

(2) The person withholdin wa}l pay to the Department the
amount of tax withheld or deQne‘d-—t
)
section (3), along with th( tatement referred to in Sub-section (1),
within the time-limit r@}\to in Sub-section (1).

Department.

o be withheld pursuant to Sub-

\
(3) Even tmgh‘ the person liable to withhold tax has not
withheld tax@}?ﬂt to Section 87, 88 or 89, the tax shall be deemed to
N
4
h

with eLsz

h
_ \w The person withholding tax shall pay the amount of tax

4

>time when it has to be withheld.

withheld pursuant to Section 87, 88 or 89 or deemed to be withheld
pursuant to Sub-section (3); and in cases where Sub-section (5) is
applicable, the person subject to tax withholding shall pay the tax within

Fifteen days after the period referred to in Sub-section (1).

(5) In cases where the person withholding tax does not withhold
or pay tax as follows, both the person subject to tax withholding and the
person withholding tax shall be jointly and severally liable to pay the
amount of tax to the Department:
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(a) In cases where the person withholding tax does not
withhold tax from any payment pursuant to
Sections 87, 88 or 89, and

(b)  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 tax wathh&l‘}s tax and
pays it to the Department pursuant to Sections SJNN 89 and the
person subject to tax withholding makes any c@\a to that payment
subject to tax withholding, that amount shall&e\x;a/t’ed as if it were paid

to the person subject to tax withholding.\» Y

\\
(7) In cases where theg;pg\/an withholding tax pays to the
LW

Department the amount of tax ithheld pursuant to Sections 87, 88

or 89, he may recover th{ ount equal to the amount of tax so paid
from the person subjectm.;ax withholding.

Tax withholding ‘cer)t/ificate: (1) The person withholding tax shall
provide the @ylfélholding certificate, as follows, to the person subject

to tax wit oléing at the time as specified in Sub-section (2):

\
"‘\ (@) Having been certified in accordance with the

manner, if any, as prescribed by the Department,

(b)  Setting out the amount of tax withheld pursuant to

Sections 87, 88 or 89 and the paid amounts.

(2) The tax withholding certificate setting out the period of tax
withholding has to be provided within Fifteen days from the date of

expiration of the month in which tax is withheld.
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(3) Notwithstanding anything contained in Sub-section (1), in
cases where tax is withheld pursuant to Section 87, the tax withholding

certificate has to be provided as follows:-

(a)  The certificate shall be valid only for the period
when the employee continues to serve in that

income year.

(b)  The certificate has to be provided within Thirty
days from the expiration of that year«gin cases
where the employee leaves emp,la@@nt’ in the
person withholding the tax in ;h&%ar’, it has to be
provided within thirty dayém t,he date of his
leaving employment. \

D)
\ 24
92. Payment from which tax is wit @nallvz (1) The following
payments shall be treated as 6@ from which tax is withheld
finally:- )

N
(a) D@ paid by a resident company,

\

(b) \/e)n‘t paid for the land or building and fixtures and
v ) equipment appurtenant thereto having source in
N
A
\\Q) carrying on business,
AN

N

Nepal to other natural person except one who is

(c)  Profit paid by a resident person for investment

insurance,

(d)  Profit paid by a resident person for the interest of

an unapproved retirement fund,

(e) Interest paid by a bank or financial institution as

mentioned in Sub-section (3) of Section 88, and
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® Payment subject to tax withholding made to a non-

resident person pursuant to Sections 87, 88 or §9.

(2) In cases where the person withholding tax or the person
subject to tax withholding pays to the Department the amount of tax
withheld from the payment from which tax is withheld finally pursuant
to Sections 87, 88 or 89 or the amount of tax deemed to have been
withheld pursuant to Sub-section (3) of Section 90, the person referred

to in clause (c) of Section 3 shall be deemed to have fulfilled the tax

liability.
, N

Adjustment facility and inclusion of tax not to @rﬁeld finally:
(1) In cases where any tax is withheld from any ﬁmt for purposes of
computing the amount of such payment, sucQ\tEk/\%thheld amount shall
be treated as a portion of that payment. \V Y

\\11\
(2) In cases where any tax @t eld from any payment except

the payment from which tax js withheld finally, the person subject to tax
withholding shall be deen@( have paid the amount of tax as follows:-

(a) 4T X,amount of tax withheld from payment pursuant

\ to Sections 87, 88 or 89,

N
Q%)/ In cases where the person withholding tax or the
\\Q) person subject to tax withholding pays to the
N

‘ > Department the amount of tax referred to in Sub-
' 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 make a claim for
adjustment of the amount referred to in Sub-section (2) only to the
amount of tax payable in the income year in which that payment is

made.
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Date on which payment has to Amount to be paid

be made

By the end of Poush (mid 40% of the estimated tax which exceeds
January) the already paid tax

By the end of Chaitra (mid 70% of the estimated tax which exceeds

April) the already paid tax
By the end of Ashad (mid 100% of the estimated tax Xhich
July) exceeds the already paid tax . \\ ’

A\\\)
\_5 )

(\
— Vv
Installment \\/ d
A\ 4
Payment of tax in installment: (1)%[)& son who has or will have
fi

assessable income in any incom yea\ om any business or investment

Chapter-18

has to pay tax in three installments ds follows:

Xy
Explanation: For purgo{ei& this Sub-section,-

\
(a) "Estim ;)} tax" means the estimated tax in installment
c}pﬁted by any person liable to pay tax in installment
N
4 . : :
Q pursuant to Section 95 at the time when the installment tax

\\Q) is to be paid in any year.
~‘\
7 (b)  "Already paid tax" means the following total sum:-
(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
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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 \
AS

(4)  The amount of tax adjustment ﬁo‘r\%di%al treatment
expenses which that person” @laim pursuant to
Section 51 in respectw ¢ accepted medical
treatment expenses@weyd by that person before

the date on wh@ks‘[allmem is to be paid.

(2) Notwithstanding n)&iﬁrg contained in Sub-section (1), in
cases where the amount oft itallment to be paid pursuant to that Sub-

section is less than vaousand Rupees, amount of such installment

need not to be paid\ /)/‘

(3) T@ppf&)n paying installment shall be allowed to deduct the
amou% ai/paid by way of installment in any year pursuant to this
S_@l r the tax chargeable 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 the Department a return,
in such format and manner as may be prescribed, setting out the
estimates of the following amounts of that person for that year within
the date on which the first installment of tax is to be paid in that year

pursuant to Section 94:-
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(a)  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

ﬁ

N

subtracting the amount of tax a& ent for
medical treatment expenses, \) ’

A

y

(c) In respect of a non—res(@g‘g{}person's foreign
permanent establishme&\guﬁted in Nepal, the
amount of incom%& gbroad by such foreign
establishment j %?ear and the amount of tax to
be paid by; rson referred to in clause (b) of
Sectio qu\igh has been computed in that income

t

(d) \P} other details specified by the Department.

Sub-section (5) of Section 4, and

(2) %“%sym) total of the amount of tax mentioned in clauses (b)
ngl be the estimated tax payable by the person referred to in
on

and (o)

(3) In computing the foreign tax adjustment amount to be claimed

(1) in that income year.

pursuant to Section 71 in order to make an estimation of the tax to be
paid in any income year pursuant to clause (b) of Sub-section (1), only
the foreign tax paid by any person in that year or the foreign income tax

estimated by him as payable in that year has to be computed.

(4) Unless and until any person paying installment of tax submits

to the department the amended estimate setting out the necessary
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information and the reasons for amendment in the format referred to in
Sub-section (1), the estimate made by him pursuant to that subsection

shall remain valid throughout the income year.

(5) Notwithstanding anything contained in subsection (2), the
amended estimate submitted by any person pursuant to Sub-section (4)
shall be applicable only in computing the installment of tax to be paid
pursuant to Section 94 in that income year after the date of its

submission to the Department.

(6) Notwithstanding anything contained in Sub-sec\tx,ns’ (1) and
(5), the Department may so specify that any person. &\&18% who has to
pay installment of tax is not required to submit(z‘fg\esﬁmate pursuant to

Sub-section (1). g
»

(7) Notwithstanding anythin tgined in Sub-section (2), in
cases where any person who ha@p y installment of tax does not
submit an estimate in any ipcome Jyear pursuant to Sub-section (1) or
where the Department 1s\r\\ot satisfied with the submitted estimate or
amended estimate or VM it is so specified pursuant to Sub-section (6)
that any person isN quired to submit an estimate to pay installment

of tax, the Dgwnt may do as follows:-

A ) (a) The person referred to in clause (a) or (b) of
‘\:\‘) Section 3 may make an estimate of the estimated
) tax to be paid by him/her in that year on the basis of
the tax required to be paid by him/her in the last

income year, and

(b)  In cases where the Department is not satisfied with
the estimate prepared pursuant to clause (a), the
method used to prepare the estimate and the

estimate submitted by the person, the Department
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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 notice to the person
who has to pay installment pursuant to Sub-section (7), the amount of
estimated tax to be paid by that person in that year shall be the amount

estimated by the Department.

Chapter-19

Income Return and Assessment of Tax \\

Income return: (1) Each person shall, within threemond)s /gf expiration

of an income year, and subject to Sections 97, 8( 0, submit an

income return of that year in the place as sg &{& by the Department.

(2) The income return referr %& Sub-section (1) shall be as

follows: (\_,

(a) It ha\’to}Qe prepared in the manner and format as
SM@ by the Department, setting out the

&}L&wmg matters:

§) (1)  Assessable income earned by that person
A Y from each employment, business or

\\) investment in that year and source of such

\ income,

(2) 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,

(3) The income sent abroad in that income year

by a non-resident person's foreign permanent
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establishment situated in Nepal, and the tax

imposable 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 tax due and payable to be set by
subtracting the tax paid by that person in that
year pursuant to sub-clause @5\ rom the
amount of tax mention(;d\n‘\,u%—clauses ()

and (3), and (;\,5

),
Any other i tion and details as
specified epartment.

The incoer\"sm has to be signed by that person
J : o
or ma,{ er, covenanting that it is true and

cq@é}e, and

(c) \p)e income return has to be accompanied by the

5 ) followings:

| 4

(1)

)

3)

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,

Any details made available to that person

pursuant to Sub-section (4),

Evidence of choice, if any, made pursuant to

Sub-section (4) of Section 4, and

128 www.lawcommission.gov.np



www.lawcommission.gov.np

(4) Any other information and details as

specified by the Department.

(3) In cases where any person, except in capacity of an employee,
prepares or assists in preparing the income return of any other person or
the documents or details to be accompanied with the income return in

lieu of any payment, such a person has to certify the following matters:-

(a) Having examined the documents maintained by

other person pursuant to Section 81, and\

~ )
(b)  Having the circumstances in que&t@@een actually
reflected from the details or ;1;1 dtion.

(4) If the person required to certif ﬁw\etum pursuant to Sub-
section (3) refuses to certify, informatian, \\ettmg out the reasons for
such refusal, has to be given to thwp%tﬁ whose income return is to be

certified.
/

(5) The Department may, in the following circumstances, require
any person to submit th%come return of an income year or any part of
the income year W}h}r the time-limit mentioned in the written notice
given by it sueb’person subject to Section 100 prior to the due time-

. Y. : :
limit for ubmission of the income return of the income year pursuant to

SubR tion (1):-
"N\
‘ (@) In cases where that person becomes bankrupt,

insolvent or is dissolved,

(b)  In cases where that person is to leave Nepal for an

uncertain period of time,

(c)  In cases where that person is leaving the act being

carried out by him/her in Nepal, or
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(d) In cases where the Department otherwise thinks it

proper.

Submission of income return not required: Except where the

Department issues a written order, the following person shall not be
required to submit the income return for any income year pursuant to

Section 96:

(@)  Out of the persons mentioned in clause (a) of Section 3, any

person who is not required to pay tax in that income yeg

ﬂ y
(b)  The person mentioned in clause (c) of Sectio&\i})that income
y ,

ye€ar, or \\? g
Cas

-
(c)  Any resident natural person in whosk%geét Sub-section (3) of
Section 4 applies in that income }Q@@
N

Extension of time-limit for sulgn\issibn of income return: (1) In cases

where any person who ha to&sul?r-r:it an income return pursuant to
Section 96 makes an ap'pl\§ ion in writing, within the time limit for
submission of such retyriy-to the Department for the extension of time
limit, the Departmék }nay extend the time-limit for submission of the
income retu%i reasons are reasonable. Information of the decision

N
y o .
made bythe Department on the application so made for the extension of
tim& {ityhas to be given in writing to the applicant.
"N

¥ (2) The department may extend, at one time or several times, the
time limit for a period not exceeding three months to submit 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 the following amounts, on
the date of submission of the return, the tax of the income return shall be

deemed as if it were assessed:-
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(@)  The amount of tax mentioned in the income return
and payable by the person mentioned in Clauses (a)

and (b) of Section 3 in that income year, and

(b)  The amount of tax mentioned in the income rerun

and due and payable in that year.

(2) In cases where any person does not submit the income return
of any income year, tax shall be deemed to have been assessed as
follows on the due date for submission of the tax return Lxgl the tax
return is submitted:- \ )

\\)

(a)  The amount of tax payable( At person in that
year shall be equal to thg%{n /o% the amount of tax
deducted from the QL
Chapter-17 and unt paid in installment for
that year purs@/%Chapter 18, and

nt " received pursuant to

(b) Tax sh& not be deemed due and payable as per tax

s&innt

100. Self-assessment OM (1) Section 99 shall be applicable in cases

where the 1$k)etum of any income year or any part of any income
year has&e ,submltted pursuant to Sub-section (5) of Section 96.

Notwithstanding anything contained in Sub-section (1), in the
c1xnstances mentioned in Sub-section (5) of Section 96, the
Department may, based on the following amounts, assess the tax of that

person in a justifiable manner:-

(@)  The amounts mentioned in sub-clauses (1), (2), (3)
and (4) of clause (a) of Sub-section (2) of Section

96, for any income year or any part of that year,
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(b)  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 in cases where tax

is assessed pursuant to Sub-section (1) or (2):-

(@) 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\§cti0n 96
for that income year, or ~ \\ /

)

RN

(b) A person whose tax is asses;\e % portion of any
income year is required 0@1} the income return
i {\(&lfof Section 96 for that

referred to in Sub—se\@

income year. \\\

(4) The amount of tax @3‘\@5 per the assessment of tax for a
J ..
portion of any income yeagéi}‘/ be adjusted to the tax chargeable as per

the assessment of tax f@\w ole year.
\

(5) In assessi ke tax pursuant to this Section, the Department

has to give ti}e)imit of Seven days for the submission of proof and
N

evidengaQ 9fénse.

A Ntax assessment: (1) The Department may have amended tax

assessment in order to adjust the tax liability of a person whose tax has

been assessed pursuant to Section 99 or 100 on reasonable grounds.

(2) In cases where the Department thinks it proper to re-amend
the amended tax assessment made pursuant to Sub-section (1), it may
amend it, for as many times as it deems appropriate on reasonable

grounds.
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(3) The Department shall, in assessing the tax pursuant to Sub-
section (1) or (2), complete assessment within Four months from the

following date:-

(@) In cases where tax is assessed pursuant to Section
99, the due date for the submission of income

returns,

(b) In cases where tax is assessed pursuant to Sub-
section (2) of Section 100, the date on which the tax
assessment notice is given to the pzrs& ose tax
is assessed, \,

(c) In cases where tax is %sgd pursuant to Sub-
section (1) or (2), th $

or (b) related wi eV10us tax assessment that

ymentloned in clause (a)

has been ame pursuant to Sub-section (1).

4) Notwithstandmg\ ythlng contained in Sub-section (3), in
cases where the tax of, n}berson has been assessed in a wrong manner
due to fraud, the ep ﬁ.ment may amend such tax assessment at any

of 1nf0rmat1

time. Such a t has to be made no later than one year of receipt
ﬂya}detalls have been given or tax assessed fraudulently.

5) otwithstanding anything contained in Sub-section (3), i
cz&\where the tax assessment is amended or the assessed tax is
lessened by the Revenue Tribunal or other competent courts, the
Department shall not be able to amend such tax assessment to that

extent.

Provided that, in cases where an order has been issued to

reexamine it, it shall not be deemed to bar the making of amendment.

(6) In making amendment to tax assessment pursuant to this
Section, the Department has to give that person a notice in writing
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clearly setting out the grounds for such amendment and a time limit of
Seven days for the submission of proof and evidence for defense on

such assessment of tax.

Tax assessment notice: The Department has to give the person, whose

tax is assessed, a written notice of tax assessment made pursuant to Sub-
section (2) of Section 100 or Section 101 setting out the following

matters:-

(@)  The assessed tax to be paid and due and payable by&he person
mentioned in clauses (a) and (b) of Section 3 for;&r&go’me year

or period related with assessment of tax, ,‘\\ /

eSS
(b)  The method of computation of tax ﬁ\@ tax assessment as

\ §, /
N g
(c)  The reasons why the Deparm‘ s to assess the tax,

mentioned in clause (a),

(d)  The time for paymentof g:e,ﬁssessed tax due and payable, and

N
(e)  The time, plac }Xnode for making a petition in cases where
\
one is not sa&QﬁjQ with the assessment of tax.

$§/) Chapter-20

) )
\éllection, Remission and Refund of Tax

Sec ifv for tax payable by withholding: (1) The tax required to be

withheld by a person who has to withhold tax pursuant to Chapter-17
has to be given preference to any payment to be made by the order of a

court or as per any other law or in any other manner.

(2) The following provisions shall apply in respect of the tax
withheld by a person who has to withhold tax pursuant to Chapter-17:-

(a)  The tax withheld by such a person as well as the

property, if any, received for such tax shall be
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deemed to have been withheld for Government of

Nepal,

(b)  The amount of tax so withheld cannot be attached

to the loan or liability of such a person, and

(c) 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 part of the
assets so become bankrupt or dissolv@ and in
making division upon such disSelution or
bankruptcy, the Department shan\h&e)the first lien
over the tax withheld or ovefmoperty

Lien over property: (1) Notwithstand1§ ytfung contained in the

laws in force, in cases where any per pay tax on the due date for

payment of tax, the lien of Gove@ of Nepal shall be deemed to

have been created over the propertyof the person who is in arrear of tax.

(2) In claimin@\propeﬁy over which the lien is created
pursuant to Sub-s tloO}'/V ), the Department has to give that person a
written notice Xtt g out the following matters:-

A& ) Description of the property claimed,

\:\) (b)  Limit of the claim referred to in Sub-section (3),
(c)  Tax related to the claim, and

(d)  Other matters, if any.

(3) In making claim over the property pursuant to Sub-section
(2), the claim shall be created only to the extent of the tax due and
payable by such a person, interest and claim to be paid in respect of such

tax pursuant to Section 119 and the expenses incurred in auction sale.
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(4) The claim made pursuant to Sub-section (2) shall not lie

unless and until the following matter takes place:-

(a)  Until the Department gives information to have the
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 propertypgd

ﬁ y.
(c)  Until the notice referred to in él%}jction (2) is
. N o .
given to the person who is }p\aﬁsar of tax, in any
. ¥
other circumstances what%rel}
\NH

N Y
(5) In cases where the person wl§1 n arrear of tax pays to the
Department all the amounts referr, \}1 Sub-section (3) and covered

by the claim made pursuant Q ) -section (2), which are due and
)

payable by such a person. \\
N

(6) In cases wheréssthe Department makes a claim over any land
or building pursuamQ/Sub—section (2), information has to be given to
the concerned L Revenue Office; and that Office has to so withhold

N
such liQr ,/pr/operty that it cannot be sold and disposed of to or
owng {ip to it cannot be transferred to any person.
~,

¥ (7) In cases where the claim over the land and building has to be
released pursuant to Sub-section (5), the Department has to give
information thereof to the Land Revenue Office. Upon receipt of such
information, the Land Revenue Office has to release the land and

building so withheld.

(8) The Department has to promptly give the person in arrear of
tax a notice setting out the following matters, in respect of the expenses
to be incurred pursuant to Sub-section (3):
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(a)  The expenses incurred by the Department for the
claim on the property of the person in arrear of tax
and for the auction sale thereof, prior to giving such

a notice, and

(b)  The date on which the person in arrear of tax has to

pay such expenses to the Department.

Explanation: For purposes of this Section,

"expenses incurred for claim and au'%ion sale"
means the following expenses inemx\ei or to be
incurred by the Department: .« % 4
(\“5 '
(a)  The expenses in ukia—\r to be incurred by
the Departn& in Meatmg or releasing the

claim OVCX property, or
(b) Thﬁx ses incurred or to be incurred by

{E Department pursuant to Section 105 in
p\assessmg, holding and auctioning the

\ claimed property.

Auction sale\M claimed property: (1) The department has to give

the pers ‘n arrear of tax a notice on auctioning the claimed property

helk@\/s person in arrear of tax.

(2) The notice given pursuant to Sub-section (1) may be included
in the notice given pursuant to Sub-section (2) of Section 104 or
attached with such a notice. Such a notice has to clearly set out the

following matters and be given to the person in arrear of tax:-

(@)  The property claimed and the mode and time of

auction or sale of the property, and
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(b)  In respect of a tangible property, mode and place of
possessing the property by the Department.

(3) After the Department has given the notice referred to in Sub-

section (1) or (2) to the person in arrear of tax, it may do as follows:-

(@) To have possession of the tangible property

mentioned in the notice at any time,

(b)  To enter into any premises mentioned in the notice
referred to in Sub-section (1) for t Mose of
having possession of the tanglb{Qcyerty at any

N
time, ¢ ;::5

(c)  In respect of the tan% épp{erty except the land

or building, to keep@% properties in such place as
thought proper % epartment at the expense of

the person Qa’ r of tax.

(4) In cases where«th partment has given the notice referred to
in Sub-section (1) to th\py‘son in arrear of tax, it may, in the following
time, publicly auc%e /)Such claimed property or sell and dispose of or
use such pr% }) such manner as thought proper:

(a) If the claimed property is the land or building, after
\) thirty days of the date of possession of such
property pursuant to Sub-section (3),

(b)  If the claimed property is a perishable tangible
property, after one day of the date of possession

pursuant to Sub-section (3),

(c)  If the claimed property is a tangible property except

those properties mentioned in clause (a) or (b), after
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ten days of possession pursuant to Sub-section (3),

and

(d) 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 and auctioning the
property auctioned shall first be deducted from the proceeds derived
from the auction sale pursuant to Sub-section (4). After the expenses are
so deducted, the payable tax and the interest payable onzt-l}eSq;( pursuant
to Section 119 shall be deducted; and then, if a.n‘}é\e;unt remains

balance, such amount shall be refunded to the pe(‘s\gg in’ arrear of tax.
),
(6) After the proceeds derived fr %@a{uction sale have been
adjusted pursuant to Sub-section ( &, Department has to give a
written notice setting out the proc@f he adjustment to the person in

arrear of tax. )

N

Q

(7) In cases where, }n adjusting the proceeds derived from the

: \ : :
auction sale by fov the process referred to in Sub-section (5), the
proceeds are mpt sufficient to fully pay the amounts for the expenses
mentioned 1®h9 Sub-section, tax and interest, the Department has to

ALY
m—msﬁtg the action to recover the shortfall amount pursuant to Section

1%& r this Section.

Explanation: For purposes of this Section,

(a) "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.
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(b)  "Expenses 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.

To prevent departing from the Nepal: (1) In cases where any person

does not pay the tax within the time limit due for the payment of tax, the
Tax Department may, by giving a written notice to the em@m‘léd office
of Government of Nepal, issue an order to prevent\%h)person from
leaving the country for a period not exceeding 72@ from the date of

expiration of the time of issue of the notice t“u ﬁerson to pay tax.

A\ 4
(2) In cases where any additi%?ép has to be done during the
period of time mentioned in Su :‘sﬁti n (1), the Department has to

obtain prior leave of the Cougt of Appeal.

™
(3) In cases w e\fh\ person referred to in Sub-section (1) pays
tax or the depart ent‘ﬂlinks that such person has made satisfactory
arrangement om, payment of tax, it may withdraw such order by giving a
\Ys

notice to the rned office pursuant to Sub-section (1).

| 4
Offic 't:%lovee of entity to be made responsible: (1) In cases where
a&ﬁity does not observe anything required to be observed under this

Act, each person who acts as the officer of that entity at that time shall

be responsible for that.

(2) In cases where any entity does not pay tax on the date due for
payment of tax, all officers who are incumbent in that entity for the time
being or incumbent until before six months shall be jointly and severally

liable to pay that tax.
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(3) Notwithstanding anything contained in Sub-sections (1) and
(2), these Sub-sections shall not be applicable in the 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 and skill
which a reasonable man would observesg exercise

in similar circumstances. ~ \\\, /

RN

(4) In cases where any person pays the }Quefmired to be paid
pursuant to Sub-section (2), that person may &@Iows:-
y

4
(@)  To recover the am@@hich he has so paid from
N

that entity, O/\

(b)  For purposeés. df clause (a), to so hold under own
cont&&
entifypwhich is under his possession or which may

\;)}he under his possession that it is not in excess of

S ) the amount so paid.

property including the moneys of that

4
)y
@1 cases where any person holds any property under his

rsuant to clause (b) of Sub-section (4), the entity or any other

C
person shall not be entitled to make any claim against such person.

Explanation: For purposes of this Section, "officer of any entity"

means the manager of that entity or any person who acts in that capacity.

108. Recovery of tax from recipient: (1) Each recipient has to give a notice

of the matter to the Department no later than Fifteen days of the date of
appointment to the post of recipient or the date of having possession of

the property situated in Nepal, whichever is earlier.
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(2) The Department has to give a written notice to the person in

arrear of tax on the amount to be paid.

(3) On receipt of the notice referred to in Sub-section (1), the

recipient has to do as follows:-

(a)  To set aside the amount notified by the Department
under Sub-section (2) after making payment of the
loan, if any, which is preferential to the tax payable
pursuant to Sub-section (2), subject to elause (c) of
Sub-section (2) of Section 103, fI‘Oﬁ\E@ proceeds
of the sale of the required po;;tibn\\if)the property
which have come under po(s‘fﬁ\é@n of the recipient,

d \,
an &y/

(b)  To pay to the D nt the amount so set aside
for his tax lia@ n behalf of the person in arrear
of tax. )

AN
(4) It shall be t@onal liability of the recipient to pay to the
Department the amgun ‘@qual to the tax liability payable by such person
in arrear of tax to the extent that no amount has been set aside by the
recipientﬁiwg) Sub-section (3).
4

A

A 5)yProvided that, the recipient may recover from the person in
ai&r\f tax the amount of tax paid.

Explanation: For purposes of this Section,-

(a)  "Recipient" means any of the following persons:
(1) A liquidator,

(2) A person appointed from outside or by a
court as a recipient in respect of any property

or entity,
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(3) A person possessing a property by mortgage,

(4)  Heir apparent, administrator or manager of
the property belonging to a deceased natural

person, or

(5) A person looking after the affairs of an

incapacitated natural person.

(b)  "Person in arrear of tax" means the person whose

property has come under posses% ,of the

recipient. \\ )

Recovery of tax from the person liable to paxﬁaa ) In cases where

the person in arrear of tax does not pay tky 'tﬁ'in the due date for
payment of tax, the Department may, byg g a notice in writing, order
any of the following payers to pa \he amount to the extent of the
amount of tax payable on behal Kheperson in arrear of tax, within the

date mentioned in that notlc\‘\

(a) Th?parson who has to pay amount to the person in

ar of tax,

‘%}/ The person who holds money for or on behalf of
| 4
“g 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 person in 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 the notice given to the

payer pursuant to Sub-section (1) to the person in arrear of tax.
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(3) Notwithstanding anything contained in Sub-section (1), the
date mentioned in the notice referred to in that Sub-section shall not be

earlier than the date mentioned in clauses (a) and (b):-

(a)  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 {)\é@-section (1)

shall be deemed as paid to the person in arrear, X¥ The person in

(
arrear of tax or any other person shall not b\ﬁmozved to claim such

amount against the payer. \\ 4 g

\

N
\ﬁ\ ,
Recovery of tax from the agent o -resident person: (1) In cases

where a non-resident person in @%ﬂ)f tax does not pay tax within the

due date for payment of ta§K e D’épartment may, by giving a notice in

writing, order any per m 1s in possession of any property owned by

the person who is ig a ‘@r of tax to pay tax from the amount equivalent

to the market %1}0 that property, on behalf of the person in arrear of
0

tax, in resg&,

exce% he amount of tax payable by such person in arrear of tax,

(2) In cases where any person pays the amount of tax as per the

the tax liability of the third person, in the sum not

date mentioned in the notice.

order referred to in Sub-section (1), he may do as follows:-

(a)  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
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would come in his possession, in such a manner

that it is not in excess of the amount so paid.

(3) In cases where any person takes possession of any property
pursuant to clause (b) of Sub-section (2), the person in arrear of tax or
any other person shall not be allowed to make any claim against such a

person.

Institution of case on failure to pay tax: The Department may file a

case in the concerned District Court for the recovery of tax from the

person who does not pay tax on the due time-limit for payment of tax.

A\
Remission: (1) In cases where the tax payable b)( rson cannot be

recovered, Government of Nepal may remit sg&&‘f‘ x)in full or in part.

Y
(2) Notwithstanding anything @ned in Sub-section (1),
Government of Nepal may remit, 4 or in part, the fee or interest

imposed pursuant to Chapter-2

Tax refund and adiustm@}kf amount: (1) In cases where any person
has paid tax exceedin }}e tax liability payable by him/her, the
Department may gx&rectmn to subtract the excess amount of tax paid
by him/her % 11% amount of tax payable by him pursuant to this Act.

/nt has to refund the excess amount to be set by such

The Deﬂin
sub w o the concerned person.

(2) In cases where the tax in question is not to be paid along with
the interest paid by any person pursuant to Section 119, the Department

has to refund such interest to that person.

(3) Any person has to make an application to the Department, as

prescribed, for the refund of the amount pursuant to Sub-section (1).

(4) The person who makes an application pursuant to Sub-section

(3) has to make such application within two years from the latest date
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out of the following dates. In cases where an application is not made
within that time-limit, the amount referred to in Sub-section (1) shall not
be refunded:-

(@) The date of expiration of the income year existed

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 writing‘(Bhﬂ decision

made by it on the application made pursuant to Sub;se}q, ’%3).

(6) In refunding any amount of tax b§\the/’Department to any
person by virtue of the order of a cofittaor e/lny other reason, the
Department has to pay to such a pe%ﬁe interest as per the normal
rate for the following period:- (O

)
(@ In cases where such tax refund is related to the

exsgs;\ax adjustment available to any person in
‘ . .

anyyincome year pursuant to Sections 93, 94 or 100,
the period between the due date for submission of

v\/ the tax return pursuant to Section 96 and the date of

&/ g
. XI'e n ) n
\)§

‘ ’ (b) In any other cases, the period between the date of
payment by such person of the refundable tax and
the date of tax refund.

(7) Tax deduction that can be claimed pursuant to Section 51 or
71 shall not be adjusted in any year, and such tax deduction shall not be

adjusted in amounts or refunded pursuant to this Sub-section.

Provided that, in that year the tax deduction adjustment may be

made in accordance with the provisions contained in Sub-section (2) of
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Section 4, Sub-section (4) of Section 51 and Sub-section (3) of Section

71.

147 www.lawcommission.gov.np



www.lawcommission.gov.np

Chapter-21

Review and Appeal

114. Decisions subject to administrative review, and procedures: (1) For

purposes of this Act, the following decisions may be subject to

administrative review:-

(a)  Advance ruling issued by the Department pursuant

to Section 76, \

~ )
(b)  Estimate made by the Depaﬁmg&&% or decision
made by it to estimate, the e;t - et tax payable by
any person, pursuant to S\sgctlon (7) of Section

95, &\ Y~
(c)  Decision ma@he Department to order any

person to s e income return pursuant to Sub-

sectlon\&g of gectlon 96 or Section 97,

(d) D%ﬁn made by the Department on any
M ication made by any person for the extension of

\ the time-limit for submission of the income return
N

4 .
Q < pursuant to Section 98,

A

‘\:\) (e)  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 a
recipient, pursuant to Sub-section (2) of Section
108,

148 www.lawcommission.gov.np



www.lawcommission.gov.np

(g) Decision made by the Department to order any
person who holds moneys payable to the person in
arrear of tax to 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,

(1) Decision made by the Deparkm@{ on any
application made by any persgﬁ\f\‘efle refund of

tax pursuant to Sub-section (J\of \Eectlon 113, and

(G)  Decision made Y Department on any
application mad person for the extension of
the time-limi ff@m%

Sub-section 3y0f Section 115.

ling a complaint pursuant to

(2) Notw1thstar@{\hat the Department makes any decision on
the matters ment1 ‘ﬁ clauses (d), (i) and (j) of Sub-section (1), in
cases where the, Department does not give a notice of the decision to the

P

applicant w1®
to Se Q/f 98/ Sub-section (3) of Section 113 or Sub-section (3) of
5

irty days after the making of the application pursuant

the decision may be subject to administrative review as if it

d601s10n to reject the application.

(3) In cases where the applicant does receive a notice of decision
within the time-limit referred to in Sub-section (2) and registers
information thereof with the Department, the decision made by the
Department to reject the application mentioned in that Sub-section and
notice thereof shall be deemed to have been served on that person on

that date.
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Application for administrative review: (1) A person who is not

satisfied with any decision subject to administrative review as referred
to in Section 114 may make an application to the Department against the
decision within Thirty days of the date of receipt of a notice of that

decision.

(2) The application as referred to in Sub-section (1) has to clearly

set out the reasons and grounds for such review.

(3) In cases where the time limit for making applicatio&pursuant
to Sub-section (1) expires and any person makes an ap,pl@@oﬁ for the
extension of time limit within Seven days from the;ﬁ%e\\f)expiration of
the time limit, the Department may do as followf‘-\_'\j

O

),
(a)  To extend the time 1i§&);ﬁ period not exceeding

Thirty days fro J&Ea e of expiration of the time

limit for md&rig application pursuant to Sub-
section (1),'where there are reasonable reasons, and

N
by T g\lv\a the applicant a written notice of the
deéﬂsion made by the Department on the

application.
Y

({{he/lmplementatlon of the decision mentioned in Sub-section
~N

(1) of's8
a"pmlciﬁon pursuant to Sub-section (1).

i0n 114 shall not be deemed to be affected from the making of

(5) Notwithstanding anything contained in Sub-section (4), the
Department may hold in pending or otherwise affect the decision made
pursuant to Sub-section (1) of Section 114 pending the settlement of the

application made by any person pursuant to Sub-section (1).

(6) Notwithstanding anything contained in Sub-section (5), the
provision contained in that Sub-section shall not apply until Fifty
percent of the amount of tax payable is paid.
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(7) The Department may do as follows on the application made

by any person pursuant to Sub-section (1):-

(a) To accept or reject, fully or partly, the matters

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 give the applicant a
notice of the application within Ninety days from the dat \{hich the
application was made pursuant to Sub-section (1), {h{%icant may
register information thereof with the Departr?\eé-?ﬁd consider the
application rejected by the Department. \\‘;;'

(9) The concerned applicant has t wvtritten information to the
Department that he has considered-theNapplication as rejected pursuant
to Sub-section (8). The decisiany by the Department to reject such
application and notice theJK shall be deemed to have been served on

that person on the date@)\ich such information was registered.

\
Appeal in_the R%ﬁ% Tribunal: (1) A person who is not satisfied

with any deglo
Y . :
file an @1 to the Revenue Tribunal under the Revenue Tribunal Act,

}iade to the Department pursuant to Section 115 may

A

2~(§$7} .

¥ (2) The person who files an appeal pursuant to Sub-section (1)
has to register a copy of the appeal with the Department within Fifteen
days of the date of filing appeal.

(3) The implementation of the decision mentioned in Sub-section
(1) of Section 114 shall not be deemed to be affected from the filing of

an appeal pursuant to Sub-section (1).
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(4) Notwithstanding anything contained in Sub-section (1) of
Section 114, in cases where the Director General has made a decision
subject to administrative review as mentioned in that Sub-section, an

appeal may be filed to the Revenue Tribunal.
Chapter-22

Fees and Interest

Fees to be charged in cases where documents are not maintained or

return or income return is not submitted: (1) If any ’Qe@does not
do the followings, a fee in a sum to be set by One ana\a\alf percent per
A
year of the assessable income drawn out Withoupdbdﬂsaﬁg any amount,
— Vv
if any, that can be deducted and by includi \\ny}amount, if any, that
S o RY
has to be included in computing the incq any income year for each
month and portion of the month or a et by One Thousand Rupees
per month, whichever is higher, G&Q@: imposed on such a person:-
)

(a In casw&vhere the income return of any income

y ha§n0t been submitted pursuant to Sub-section

&1}‘&’ Section 95, or

@) In cases where the income return of any income
4
Q 4 year is not submitted pursuant to Sub-section (1) of

\&() Section 96.
~‘\

"~ (2) If any person does not maintain the documents required to be
maintained in any income year pursuant to Section 81, a fee in a sum to
be set by one and a half percent per year of the assessable income drawn
out without deducting any amount, if any, that can be deducted and by
including any amount, if any, that has to be included in computing the
income of any income year for each month and portion of the month or a
sum set by one Thousand Rupees per month, whichever is higher, shall

be imposed on such a person.
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(3) If any person withholding tax does not submit the return
referred to in Sub-section (1) of Section 90, 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 from the due date for submission
of the return until the date on which such return is submitted shall be

imposed on such a person.

Fees to be charged in cases where the person making payment in

installments makes lesser payment of estimated tax: (1) In cases

where the amount of installment tax paid by any pers suant to
. .. 7~ g

clause (a) of this Sub-section is less than the amount ‘O\f€§0 be paid in

installment pursuant to clause (b), interest shall be" rged on such less

t tt -secti = Y
amount pursuant to Sub-section (2) \\ D

(@)  The estimated or a@&i amount of tax computed
by the perso wed to pay tax in installment
pursuant tg n 95 in respect of the installment

al

tax to é\K

(b) TWount of tax to be set by ninety percent of the

1n any year pursuant to section 94,

unt of tax to be paid by the person referred to in
\ ) clauses (a) and (b) of Section 3 in that year.
N

4
6’2% fee in a sum to be set by the normal rate of interest, for each

: ﬂ& ) portion of the month, from the due date for payment of the
:r;%nétallment in that year until the date on which the tax is assessed
and becomes due and payable pursuant to Section 99 shall be imposed

on the person referred to in Sub-section (1).

(3) In cases where the amount referred to in clause (a) is higher
than the amount referred to in clause (b), interest shall be charged,
pursuant to Sub-section (2), on such higher amount by the normal rate

on the amount of each period.
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(a)  In cases where the estimate or revised estimate of
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 not paid: In cases

where any person does not pay tax on the prescribed\&e, date for
payment of tax, an interest by the normal rate of int,er&t‘\,m! each month
and portion of the month, in the amount due’mayable shall be
imposed on the person for the period durir& ich tax is so due and

payable. \y Y

\$
(2) For purposes of compu@h interest to be paid pursuant to

Sub-section (1), interest shal no(beyexempted in the extended time-limit
given pursuant to Section%

(3) The pew :@t holding tax shall not be allowed to recover
the interest payable by him because of his failure to observe Sub-section

(4) of Secti‘o 0, from the person subject to tax withholding.

|4
A

120. Fee, &bg harged on the person who submits false or misleading
st&ﬁent: In cases where any person submits to the Department a false

or misleading statement on any matter or the information mentioned in
the statement becomes misleading as result of concealing information of
any matter or thing required to be submitted or removing such
information from the statement, the following fee shall be imposed on

such a person:-
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(@) In cases where it has become false or misleading
not by knowingly or recklessly but by mistake,

Fifty percent of the less amount resulted therefrom.

(b)  In cases where it has become false or misleading
knowingly or recklessly, One Hundred percent of

the less amount resulted therefrom.

Explanation: For purposes of this Section, "statement submitted to the

Department" means any statement submitted in writi to the
Department or to the officer authorized by the Departmentihythe course
of performing the duty pursuant to this Act and im&@ die statement

W

(a)  Application, noti \\dcs/cription, complaint,

submitted as follows:-

deposition, or ot ldcument submitted, prepared,

given or fuai@pursuant to this Act,
)

(b) Documgt submitted to the Department or any
ofﬁge\;& the department except under this Act,
\

(©) \}bly to any question asked by the Department or

_ ) any officer to any person, or

,§ g
A V . .
é (d) 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 accomplice: A fee of cent percent amount of the

tax less paid by an accomplice who knowingly or recklessly aids or
abets or advises any offender referred to in Chapter-23 shall be charged

on such accomplice.
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Assessment of fee and interest: (1) The Department shall assess the fee

and interest required to be paid by any person pursuant to this Chapter.

(2) In computing the liability for the fee and interest chargeable
where any particular act has not been performed or chargeable in respect
of any statement pursuant to this Chapter, it shall be computed

separately in the case of each section of this Chapter.

(3) The fee and interest chargeable pursuant to this Section shall
be added to any other tax, if any, payable pursuant to this Aet; and mere
payment of such fee and interest shall not be deemed a‘s@,rélease of
any person from the liability related to criminal prgé&eélés mentioned

in Chapter-23. (‘;\,5
),
(4) In cases where the fee and %'st have been assessed
pursuant to this Section, the Depart shall give a written notice of

the assessment, setting out the fo@ng matters, to that person. Such
notice may be attached to and ‘sent along with the notice to be issued

pursuant to Section 102: \}

(a) g X,reasons why the Department has to assess the

\ ¢ and interest,
N

“Q ) The amount for the fee and interest payable,
‘\:\) (c)  The method how the amount has been computed,

(d)  The time, place and mode for making a compliant
against

the assessment.

(5) It shall be as follows in assessing the fee and interest pursuant

to this Section:-

(@) The matters contained in Sub-section (1), Sub-

section (2), clause (b) of Sub-section (3), Sub-
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section (4) and (5) of Section 101 shall also be
applicable in assessing the fee and interest pursuant

to this Section, and

(b)  The matters contained in clauses (b) and (c) of Sub-
section (3), Sub-sections (4) and (5) of Section 101
and Section 102 shall also be applicable in the case

of Sub-section (4) of this Section.

Chapter-23

~ \\\

Offense and Punishment A\\\ )

Penalty to one who does not pay tax: A perg(:wjl does not pay tax,

without any reasonable ground, by the du d&a r payment of tax shall
be punished with a fine of a sum from %‘

o

Thousand Rupees or with impriso for a term from One month to

housand Rupees to Thirty

Three months or with both pena@esy

Penalty to one who sulim}s\false or misleading statement: In cases

where any inform tio%o? s‘tatement submitted by any person to the
Department is als&)ﬁnisleading because of submission with intention
or reckless s\/ that information becomes misleading since such
person Jnot mentioned information of any particular matter or thing
in the Atement in respect of such subject, such person shall be punished
wi ,a fine of a sum from Forty Thousand Rupees to One Hundred Sixty
Thousand Rupees or with imprisonment for a term from Six months to

Two years or with both penalties.

Explanation: For purposes of this Section, "any information or
statement submitted to the Department" means the statement/details

mentioned in the explanation referred to in Section 120.

Penalty to one who obstructs or unduly influences tax

administration: (1) A person who commits the following act shall be
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punished with a fine of a sum from Five Thousand Rupees to Twenty
Thousand Rupees or with imprisonment for a term from one month to

Three months or with both penalties:-

(@) To obstruct the officer of the Department in the

course of carrying out his duty pursuant to this Act,

(b)  Not to act as per the notice referred to in Section
83, or

(c) To obstruct in any other ma& .in  the
impl ion of this Act )
1mplementation of this Act. y \\\ )

(2) Any person who attempts to commit E(@QE ferred to in Sub-
section (1) shall be punished with half a putish e/;lt mentioned in that

4
Sub-section. \ .,
N\ )

Penalty in the event of commigfoil/ bf offence by the person with or
without authority: (1) Any, au§hori’zed person who violates Section 84

shall be punished with a{% f a sum not exceeding eighty Thousand
Rupees or with imprisou\{mpnt for a term not exceeding one year or with
both penalties. \ )/

2 %n%a‘ses)where any person who is not authorized under this
| 4

Act colle

c.«%@ ¢ same, such a person shall be punished with a fine of a sum

from"eighty Thousand Rupees to two hundred Thousand Rupees or with

tax or any other amount in the name of tax or attempts to

imprisonment for a term from one year to three years or with both

penalties .

Penalty to accomplice: Any person who intentionally aids or abets or

advises any other person to commit any offense under this Act shall be

punished with half a punishment imposed on the offender.
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Provided that, if such an accomplice is a governmental employee,
he shall be liable to punishment equal to the punishment imposed on the

offender.

Penalty to one who does not observe the Act: Except as otherwise

provided for in this Act, any person who does not observe any
provisions of this Act or the rules framed under this Act shall be
punished with a fine of a sum from Five Thousand Rupees to Thirty

Thousand Rupees.

Power of Department to pay amount of fine: (1) N@’s‘tanding

anything contained elsewhere in this Chapter, in case&x\?er’e any person
admits in writing that he has committed any( ‘(}ge, r more offenses
mentioned in this Chapter, except the offens“'n toned in Section 126,
before the commencement of the cou“%eyedings, the Department

may order such a person to pay t@%t of fine not exceeding the
amount of fine imposable for the ¢

ffi )
one offense. '
\\\

\\

(2) In making?hg order referred to in Sub-section (1), the

Department has to& }a t in such an order such offense, the amount of
fine to be pa%a\d )he date for payment of the amount of fine.

N

4

ission of such one or more than

Y . .
f&he/ order made by the Department pursuant to this Section

s%@al and no appeal may be made against it.

To be state cases: The Government of Nepal shall be the plaintiff in the

cases under this chapter.

Investigation and filing of cases: (1) The prescribed officer shall

investigate the case on the offense punishable under this Chapter, and
case shall be filed in the concerned District Court within thirty five days

of the completion of such investigation.
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(2) In conducting investigation pursuant to Sub-section (1), the
investigating officer shall seek advice and opinion of the government

attorney.
Chapter-24

Miscellaneous

Power to have expert's service: Government of Nepal may obtain the

service of the concerned expert for the act related to tax auditing; and

the provision on governmental secrecy mentioned in §_e 84 shall

N\
also apply to such expert. ANV
A

y

Departmental action to be taken: In case \gd;exe the liability of a

taxpayer increases or decreases because &y séssment of tax made

with recklessness, the Director Gene %

action to punish the concerned off"Q\o has assessed such tax or has
0

not assessed the revised tax vx@n/
section (3) of Section 101. \
Q

Identity card of ogﬁce\ﬁg: ach officer has to hold the identity card as

prescribed and_show“stich identity card where any one requests him to

show it. 8)
4
4

)
Powﬁ&&ourt of law to be vested: For purposes of this Act, the

ay institute departmental

e time limit referred to in Sub-

ment shall have the powers vested in a court under the law in
force in the matters of summoning the presence of the concerned person,
recording of statements, examining evidence, and compelling production

of documents.

Not to be responsible for an act done in good faith: Notwithstanding

anything contained elsewhere in this Act, no officer shall be personally
responsible for any act which he has done in good faith in carrying out

his duties.
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Power of Government of Nepal to give order or direction:

Government of Nepal may give necessary order or direction to the

Department in order to make tax administration 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 manuals: The Department may make and

enforce necessary manuals, subject to this Act and the rules framed

under this Act. \
otification

ﬂ
Alteration in Schedules: Government of Nepal may\x}}

in the Nepal Gazette, may make necessary alter(a\tﬁasﬁi the Schedules
other than Schedule-1. \‘_.;~
N

A\

Police to render assistance: It shall be %ty of the Police to render

the assistance sought by the Depaﬂx\e?;on the implementation of this

Act and the rules framed under Qs ’
) 4

This Act to prevail (m\\\& provision: Notwithstanding anything

contained in the law in , except in cases where the Financial Act to

be enforced in ewyear amends this Act and provides for the

imposition, %s}ﬂent, increase, decrease, exemption, or remission of
N

¢ .
tax, no%e »Act shall make other provisions on amendments to,
-

A

altegw
p& ons.

Repeal, amendment and saving: (1) The Income Tax Act, 2031 (1974)
and the House and Land Rent Tax Act, 2023 (1966) are hereby repealed.

, the tax provisions referred to in this Act or other tax related

(2) The following Acts are hereby amended as follows:-

(a)  Section 15 of the National Loans Act, 2017 (1960)
is hereby repealed.
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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 for

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
(1984): Clause (c) of Section 13 of the Nepal

Petroleum Act, 2040 (1984) is herebyﬁ ed.
AN\
Amendment to Section 29 of Lh‘&mti*fement Fund
Act, 2042 (1986): The WO@\\'—UB‘{EIX of any kind
except income tax s&h\})é levied" shall be
substituted for the «% Xno tax of similar other
kind shall be 1 %c»ontained in Section 29 of the

Retirement@.\ ct, 2042 (1986).
)

Amanal\s t to Section 51 of the Citizen Investment
FuitdhAct, 2047 (1991): Section 51 of the Citizen

wygstment Fund Act, 2047 (1991) is hereby
)repealed.
> 4

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.

Amendment to Section 15 of the Industrial
Enterprises Act, 2049 (1992):
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(1) Clauses (c), (d), (&), (), (1), (p), (@) (¥), (3),
(t) 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 ( 1992&% section
(la.) of Section 5 of the Forg@h&vJestment and
Technology Transfer Act, an1992) is hereby

deleted. \ /

Amendment to “X . Koirala Health Science
Institute Act @ 1992): The word "income-tax"
contain i&h}z second line of Section 21 of the B.
P. KQ Health Science Institute Act, 2049

(lmis hereby deleted.

(x yendmen‘[ 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):

(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 (6) are
hereby deleted.
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() Amendment to the Pokhara University Act, 2053
(1996): Sub-section (2) of Section 36 of the
Pokhara University Act, 2053(1996) is hereby
deleted.

(m) Amendment to Section 18 of the B. P. Koirala
Memorial Cancer Hospital Act, 2053 (1996): The

word "income-tax" contained in Sub-section (1) of

Section 18 of the B. P. Koirala Memorial Cancer

Hospital Act, 2053 (1996) is hereby d@:
\ D

F
(n)  Amendment to the Town Dewlbp&eﬁt Fund Act,

Ty
2053 (1996): Section 24 of fhe Town Development
Fund Act, 2053 (1996) @yb{/ repealed.
N Y

(0)  Sub-section (lx&()ﬁ Section 34 of the
Telecommuniéahn Act, 2053(1996) is hereby

repeale )

N

(3) All acts andaactions done or taken under the Acts or Sections
of the Acts repeal or‘ﬁ;nended pursuant to Sub-section (1) or (2) shall
be deemed to hwe bee%/ done or taken under this Act.

N
ﬁg& 6r0visions of the Income Tax Act, 2031(1974) shall
applz%) e provisions relating to the assessment and collection of
ih&& tax for the income year prior to the commencement of this 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 natural person in any income

year, subject to Sub-sections (2) and (4) of this Schedule:-

(@)  No tax shall be levied on the taxabl\kome not
exceeding Fifty -five Thousand B\wzg

(b)  Where the taxable inco e than Fifty-five
Thousand Rupees but le;litan One Hundred thirty
Thousand Rupees, “& n percent on the taxable

income of m Fifty-five Thousand Rupees,

(

() Wh&%e taxable income is more than One
H\zcd thirty Thousand Rupees, Rs.11, 250.00 on

taxable income up to One Hundred Thirty

v\/ ) Thousand Rupees and Twenty-Five percent on the
& taxable income exceeding One Hundred Thirty

NG

(2) Tax shall be levied by the following rates on the taxable

Thousand Rupees.

income of any spouse making a choice pursuant to Section 50 in any

income year, subject to Sub-sections (4) of this Schedule:-

(@)  No tax shall be levied on the taxable income not

exceeding Seventy-Five Thousand Rupees,

(b)  Where the taxable income is more than Seventy-

Five Thousand Rupees but less than One Hundred
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Fifty 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

Th dR .
ousand Rupees _ \\\

(3) The provision contained in Sub-section ,(4}}5‘ffns Schedule
shall apply in the following circumstances:- (‘;\,5

(a)

\ v
In the case of a resic&%ﬁmﬁral person, where the

income is more t@&f

any income Sit;ar r'in the case of a resident spouse

-five Thousand Rupees in
who has not _niade a choice referred to in Section
50, s Whege the income is more than Seventy-Five

TWnd Rupees in any income year, and

( Mere 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 on the following

person, subject to Sub-section (3) of this Schedule:-

(a)

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:
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(1) The amount remaining balance after
subtracting the amount of profit from the
total taxable income of that natural person or

Spous¢e, or

(2)  Fifty-five Thousand Rupees, in the case of a
natural person, or Seventy-Five Thousand

Rupees, in the case of a spouse.

(b)  Tax shall be levied by ten percent on th?maining
amount of the taxable income. ~ \\ )
J

4
Provided that, tax shﬁlkho}&'ducted only by
six percent on the prov’d@ﬁd or gratuity paid

from an approved ret% fund.

(5) For the natural persons m in the remote areas specified
by Government of Nepal, a mdxi Tem sum of thirty Thousand Rupees
may, for the remote allowa& , be added, as prescribed, to the threshold
of non-taxable amoun f\Fﬁ%y -five Thousand Rupees and Seventy-Five
Thousand Rupees @}@ned in Sub-sections (1), (2), (3) and (4) of this

Schedule. \
v
N

ﬁghe/th/reshold as referred to in Sub-section (4) of Section 4 of
this\ f*shall be an income of One Hundred Thousand Rupees and a

tﬁ&%r equivalent to one million rupees.

(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, two Thousand Rupees,
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(b) In the case of a natural person carrying on a
business in the municipal area, one thousand five

hundred rupees,

(c) 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 on the taxable

income of a non-resident natural person in any income year.

(9) Notwithstanding anything contained else X in this
Section, in cases where any resident natural persQl\h\ a pension
income, tax shall be computed pursuant to th}s GosYUn only on the
amount remaining balance after subtractin &K‘—(}‘dltlonal twenty-five
percent of the amount mentioned in claus ‘Sub-section (1) for the

natural person or in clause (a) of Sub lgn’(2) for the spouse from the

taxable income. O

)
In_the case of entity: (1) Q shall be levied by twenty-five percent on

the taxable income o% ntity in any income year, subject to Sub-
sections (2), (3), (K}@nd (7) of this Section.

(2) T be levied by thirty percent on the taxable income of
any ban4<{ 01al institution, an entity carrying on general insurance

busQ petroleum works pursuant to the Nepal Petroleum Act,

2@&983) in any income year.

Explanation: "Taxable income", in the case of petroleum works, means
the taxable income assessed in accordance with the procedures
mentioned in the petroleum agreement and this Act and the Rules

framed under this Act.

(3) Tax shall be levied by twenty percent on the taxable income
of any entity earned in any income year as follows from the source in
Nepal:
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(@) 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 eﬂ@carries on
projects such as to build, operate any public infraatﬁg, c project and
transfer it to Government of Nepal and ﬁuﬂd' g power-house,
generation and transmission of electricity, t&s&gﬂl"be levied by twenty
percent on the taxable income of that en@ i’

\\

(5) In the case of the mi@ any deceased resident person or
the taxable income of the trust ofiadisabled resident person, tax shall be
levied on such money or\%Xble income pursuant to Sub-sections (1)
and (4) of Section 1 o X

were a natural perso )/

is Schedule as if the money or trust resident

V. . . . .
esident person's foreign permanent establishment situated in

N%g ny income year.

(6 {&ﬁlal)l be levied by ten percent on the income sent abroad
O;Q;

>

(7) Tax shall be levied by five percent on the taxable income of
any non-resident person in respect of the income mentioned 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 property: (1) The

depreciable property shall be categorized as follows:-

Category

HA"

"BH

"CH

HD"

N
o

Description of property

\

Building, structure and similar ot‘ﬁéi\\&tructures of
AN

(\“3
Computer, data processmg\\{lpment furniture, fixture
and office equipment. &\ 14

permanent nature.

Automobiles, bu m1n1 -buses.

Constructl gn excavation equipment, and the
deprec1é’bl\ operties not included in elsewhere including

ee n (3) of Section 17, Sub-section (3) of Section
Kﬁﬁ Sub-section (3) of this Schedule.

/Intanglble properties except the depreciable properties

mentioned in category "D".

‘ (2) Any depreciable property owned and used by any person in

any income year in making income from a business or investment shall

be placed in the category as follows at the time when it came under

ownership or came in use for the first time, and the categories shall be

deemed as the category of the depreciable property of that person in that

year:

(a)  Inrespect of the similar properties under ownership

or in use of that person, the depreciable properties
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referred to in categories "A", "B", "C" or "D" in the

same category of other properties of that category.

(b)  In respect of the depreciable property referred to in
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 natural resources,
extraction of minerals and its development in the course\f earning
income from a business shall be deemed as the oos(\pcurred in

purchasing the property for the business related w1th.fha\nc’0me

Depreciation cost: (1) Any person may, in a chne year, deduct cost
equivalent to the depreciation in that yea: property of each class
computed pursuant to Sub-sections 6) of this Section, for the

classes of the depreciable properti N ging to that person.

?
(2) A person has t(\ mpute the depreciation deduction of the

properties of the clax\hls income year by using the following
formula: \ ‘

\) AxB

nAn le;‘;he depreciation base amount in the class of the property at
that income year.

"B" means the rate of depreciation deduction mentioned in Section 3 of

this Schedule, applicable to that class.

(3) The depreciation base amount of the depreciable properties in
categories "A", "B", "C" or "D" at the end of any income year has to be
set by subtracting the amount referred to in the following clause (¢) from

the total of the following clauses (a) and (b).
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Provided that, the amount so subtracted shall not be less than

Z€10.

(a)  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@d,ed to that
class, on the depreciation dedu,qfhr{\,bage amount of
that class in that year. 'S \‘5

- v
),
(c) Any amount derive%jn/ the disposal of any

property of that o@ﬁ
r\

(4) The depreciation de cﬁ&r{base amount of each depreciable

at year.

: 4 .
property in category "D" a&p\e end of any income year shall be a total

sum of the following a@\s;_
\
\G

(a) depreciation deduction base amount of the

v\/ ) depreciable properties remaining in the class at the
“Q/ end of last income year, and

| 4
Q:\) (b)  The amount added pursuant to Sub-section (5) for
the property within that class to the depreciation

deduction base amount in that fiscal year.

(5) The cost incurred for any depreciable property included in
any class of the depreciable property belonging to any person has to be
added as follows to the depreciation base amount of the class

concerned:-

172 www.lawcommission.gov.np



www.lawcommission.gov.np

(@)  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 of the
time in which that property is included in the class
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 pe-ri@;, )
AN
i. The end time of the period frogn Beginning of the

income year to the last Woush (mid January)
shall be three, A\ 4

ii. The period from o

day of Cha@a April) shall be two, and
J

January/February) to the last

iii. The period from Baisakh (April/May) to the last day of
th\;ome year shall be one.

'I'g/e remaining part of cost shall be added in the

v\ income year following the income year in which

)
“& the first part was added. Provided that, the class
‘\:\) 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 depreciation cost to be
computed pursuant to Sub-section (2) of this Section from the
depreciation deduction base amount of the depreciable properties of
categories "A", "B", "C" or "D", it be less than two Thousand Rupees,
all the remaining amounts has to be computed for additional
depreciation cost.
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Rate of depreciation: (1) The rate of depreciation applicable in the case

of each class mentioned in Sub-section (2) of Section 2 of this Schedule

shall, subject to Sub-section (2), be as follows:-

Category Rate

"A" 5 percent

"B" 25 percent

"C" 20 percent \
a

"D" 15 percent \\ )

"E" The rate, in percentage, to b E@ad]ustmg in the

nearest half year after c& g the cost of that
property at the time o§;»s urchase by the period of

use of that prop @

(2) The projects me Jin Sub-section (2) of Section 19 of
this Act and the entities me$\ed in Sub-sections (3) and (4) of Section
2 of Schedule-1 shall\ an addition of one thirds to the rate of
depreciation applic )1% to the depreciable properties mentioned in

categories "Ad, , "C" and "D" mentioned in Sub-section (1) of this

Schedul&

\x)of depreciable property: (1) In cases where clause (a) is more
than ‘clause (b) in computing he disposal of the depreciable property or

properties used in the business or investment of any person, such excess

amount has to be included in the income.

(@) 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,
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(b)  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 from the disposal.

(2) In cases where any person disposes all the properties in the
class of depreciable property of that person prior to the expiration of any
income year, the class shall be deemed to be dissolved, and it shall be as

follows:-

(@)  Where the depreciation deduction gﬁ@‘}to be set
in computing depreciation ag‘pe\tﬁe following
N
formula of the property in the“@ss of depreciable
— Vv
property is more than Qé\(/leﬁreciation deduction
base amount, that ]«% ghall be deemed to have

received such e&&/\ﬁlount for that year.
O as
O

Q7 -
(b) the depreciation deduction amount to be set
)/computing depreciation as per the following

N ) formula of the property in the class of depreciable

“Q g g property is more than the depreciation deduction
_‘«1\)

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 be derived by any

person from the disposal of that property in that year,

(2) "B' means the total amount of clauses (i), (ii) and (iii) as

follows:-
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The remaining value of the descending system of

the class in that year,

The outgoings of that year added to the

depreciation base amount of the class, and

The outgoings to be added to the depreciation base
amount of the class in the forthcoming year

pursuant to Sub-section (5) of Section 2.

(3) For purposes of this Schedule, the remaining value of the

descending system of the class of depreciable property i  income
g sy P prop %&,

year means the following amount:- y \\ )

(a)

(b)

\)
)

\

‘#s

In the case of categories "Al; "B )"C" or "D" of the
class, of any person, &e fount to be set by
subtracting depreo@@ yif any, of the class
computed purvﬂ&b Sub-sections (2) and (6) of
Section 2 is’Schedule for that year from the
depre(ﬁ{'on gse amount remaining at the end of

the preceding income year of that class,

n &'e 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 year.
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