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“Value Added Tax Act, 2052 (1996)

Date of Royal Seal and Publication

2052-12-7 (20 March, 1996)

Amendment:

1. Value Added Tax (First Amendment) Act, 2058 20%84 (17 Jan. 2002)

2. Some Nepal laws Amendment Act,2063 2063.6.28 (44 ZD06)

3. Republic Strengthening and Some Nepal Laws

Amendment Act, 2066 (2010) 6.10.7 (21 Jan. 2010)

Act Number 14 of the ye (1966)

An Act Made to levy and Value Added Tax

Preamble Whereas, it is expedient to increase the molitinaof revenue

needed for the economic d ment of the coubyrynaking the process of
revenue recovery effe d to levwy the revemueffective manner by
systematizing the “of recovering the Valdded Tax on all kinds of
transaction inc sale, distribution, transfienport and export of goods

and service 0 realize the tax;

Now, therefore, Parliament has enacted this Adthm Twenty-fourth

year of the reign of His Majesty King Birendra Bitkkram Shah Dev.

1. Short Title and Commencement(1) This Act may be called as the
"Value Added Tax Act, 2052 (1996)".

(2) It shall come into force on such date as Gavent of Nepal

by publishing a Notification in the Nepal Gazettaynappoinf:

Each year Amended version of the Financial Actisgh the end.

This Act came into force on Istha 2065, 'Prasasti" and the word "Kingdom" has been deleted.

2 This Act came into force since 2054.8.1 (16 N&97) by Notification in Nepal Gazette dated 2052 (61
Aug. 1997).
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Definitions: Unless the subject or the context otherwise megtin this
Act, -

(@) '"Tax" means the value added tax to be leviedyant to this
Act.

(b)  "Transaction" means the act of supplying anycgor services.

(c) "Taxable Transaction” means the Transactioneefesred to in

Sub-section (1) of Section 5.

(d) "Taxable Value" means the value to be d

Section 12 in relation to any good an
(e)
()
(9)

(h)

ort" means the act of importing of any goodservice into

(i)

the Nepal in accordance with the prevailing laws.

()] "Export" means the act of exporting of any geoar services

outside of Nepal pursuant to the prevailing law.

(k)  "Market Value" means the value determined pansuo Section
13.

() Person" means any person, firm, company, aggoaqiinstitution,

partnership institution, co-operative, joint vergutrust or fund
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and this term also includes the government bodiclwlare
involved in the taxable transaction with or withabe objective
of profit making, religious organization, charitgsaciation or

other similar association and their branch or stdnrbh thereof.

(m) "Registered Person"” means the person registpreduant to

Section 10 to carry out the transaction.

(n)  "Registration Number" means the number provided the

registered person pursuant to Section 10.

(o) "Supplier" means the person who s angdgoand

services.

(p) "Recipient” means the pers receives angdg and

services.

(q) "Taxpayer' means the n involved in thalbde transaction.

*ql) "Tax period" the period in which theptyer has to

submit tax pursuant to Section 18.

(n means any Department under theidifin of
e designated by Government of Nepal as t@$monsible

X administration.

(s) "Director General" means the Director Generdl the

Department.

(t) "Tax Officer" means the tax OfficeiChief Tax Officer, Chief Tax

Administrator, Director Generahppointed by Government of

Nepal for the purpose of this Act or any Officersigeated by

3 Inserted by First Amendment.

Amended by First Amendment.
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Government of Nepal authorizing to exercise the grsvof Tax
Officer under this Act.

(u)  "Prescribed" or "as prescribed" means presdrireas prescribed

in the Rules made under this Act.

Tax Officer may be appointed or Designated For the propose of

this Act Government of Nepal may appoint Tax Officén required
numbers and, Government of Nepal, if deems negessay designate
any Officer to act as a Tax Officer.

Jurisdiction of a Tax Officer. The jurisdiction Officer shall

be as prescribed by the Government of Ne

Value added Tax to be levied Jotwithstanding anything

ded tax shall Ibaed on the

contained in this Act, the va

following transactions:-
@ On s and services supplied within Nepal,
ods and services imported into Nepal,

On goods and services exported outside of Nepal

'he tax shall be levied on the value of eachahée

(3) Notwithstanding anything contained in Sub-s@tt(1), the
tax shall not be levied on the transaction of goadd services as
referred to in Schedule -1. In addition, the taidgzefore the purchase
of such goods and services shall not be allowedettuct pursuant to

Section 17 and refund pursuant to Section 24.
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°5A. Tax not to be levied on Transfer of ownership fotransactions

may _not affect Notwithstanding anything contained elsewherehis t

Act, in cases where a registered person sells thuesdction being
carried out by him/her to any other registered @ersiot tax shall be
levied on such transfer of ownership. The registgrerson shall, in so
selling the transactions, give information theremfthe Department as

prescribed.

Provided that, the registered person who purchasssh

transactions shall bear the tax liability of thegecess

e Tax Officer has a
tdirdek registered is
g regisd, he/she may

°5B. Power to order for registratiornt In cases w

reasonable ground to believe that a pe
carrying out any transactions withou

order such person to get register

Provided that, a per claims that he/shetisequired to

get registered for car transactions valugdto the amount

prescribed pursua Section 9, shall have theldyuto furnish

evidence therefor.

determined as prescribed.

(2) For the purpose of assessing and realizingak@ursuant to
this Act, the time of supply of any good or serwdeaich occurs first out
of the time mentioned hereunder shall be regarddtiextime of supply

of such goods or services:-

(@) At the time in which the supplier issued theoine,

®  Inserted by First Amendment.
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(b) In case of supply of goods, at the time in \whice
recipient received or took the goods from the place

of transaction of supplier,

(c) In case of supply of service, at the time inchtthe

service is rendered,

(d) At the time in which the supplier received

consideration for the goods and services.

b-s@tTt(2), the

the following

(3) Notwithstanding anything contained in

following time shall be regarded as the time o

circumstances:-

(@) In case of the te unication service to be
y and other similar type of

he time in which the invoice is

(b) according to the Contract, if the mode of
ment of the value of any good or service is made
in installment or partial basis in more than ong da

the day, in which the payment is made or the day
mentioned in the Contract in which the payment

has to be made, the time which occurs first.

(c) In case of goods and services where one dag® no
get the tax deduction facility pursuant to this Act
for their use, the time in which such goods and

service is used.

(4) If more than one circumstances may appear tapipded at a

time, as prescribed in Sub-section (2) regardirggttime of supply in

®  Inserted by First Amendment.
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any transaction the Director General shall deteemsuch a time

objectively.

Rate of Tax (1) The rate of tax to be levied in any fiscaayshall be
in a single rate as prescribed in the Financial Aate for that fiscal

year.

(2) Notwithstanding anything contained in Sub-s&tifl), in the
transaction of goods and services as mentionechedule-2, the tax

rate shall be zero.

Assessment_of Tax_and Collection1) A re " person shall

assess and collect tax at the taxable v

provisions of this Act and Rules framed

(2) The recipient of service lepal from a parsdio is not

registered and is outside of Iishall have sesssand collect the tax
at the taxable value in. a dance with this Actl &ules framed

thereunder.

Exemption for
in this Act,

Vendor Notwithstanding anything contained

mption may be provided to a $ivahdor, having a
prescri ual taxable transaction threshotom fthe requirements
of n and filing of tax returns and fr@auch requirements as

may be prescribed.

Provided that, a small vendor may, if he/she dediceregister
his/her transactions get his/her transactionstexgid upon completing

the process as referred to in Section 10.

Registration (1) Every person engaged in any transactionseatiie

of commencement of this Act shall apply within Ninelays from the
date of commencement of this Act to the Tax Officerthe prescribed

format for registration.
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(2) Every person, who intends to engage into astetion after
the commencement of this Act, shall apply to the Tdficer in the
prescribed format for registration, before the canoement of such

transactions.

(3) Notwithstanding anything contained in Sub-sett(1) and
(2), a person who carries out the transaction @fdgoor services as

mentioned in Schedule 1, shall not be requirecetaepistered.

(4) The Tax Officer shall register each person wias duly

submitted an application under Sub-section (1) d shall issue

registration certificate in a prescribed format he registration

number within the prescribed time frame.

(5) The registered person sh ay the registn certificate

in a conspicuous place at his/he cipal platéransaction and if
there are more than one transactioﬂn,aii be displayed in a
ace, other than theigal one, a copy

e attested by a Tdficer.

conspicuous manner at

of the registration ce

(7) Every registered person shall inform the Tdfc€r within
Fifteen days of any changes in the information geig to the

application for registration as required under Sabtion (1) and (2).

Cancellation of Registration (1) The Tax Officer may cancel the

registration of a registered person in any of t®Wwing circumstances:

(@) In the case of body corporate, if the body ooafe
is closed down, sold or transferred or if the body

corporate otherwise ceases to exist;
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(b) In the case of an individual ownership, if thener

dies;
(c) Inthe case of a partnership firm, if it issib/ed;

(d) If a registered person ceases to be engaged in

taxable transactions;
(e) Ifregistered mistakenly.

‘(1a.) In circumstances other than those mentiomedStb-

section (1), any entrepreneur carrying out smal
got his/her transactions registered volunta t be entitled to
cancel such registration of his/her onsunsarily until
completion of one year from the date stratid the transaction.
An entrepreneur carrying out a ransactioro vitends to get
registration of such transacti e cancelest abmpletion of one
year from the date of registration of the transactimay file an

o0 the concerned Taxéffior cancellation

application as prescri
of registration. If an application is so fildthe concerned Tax

Officer shall

cancellation procedure of a registratiorallstbe as

pre

(3) All the goods and services that remain avaddbl use at the
time of the cancellation of registration (capitabds as well) on which
tax deduction facility has already been taken,daall be assessed and

recovered as prescribed.

" Inserted by First Amendment.
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12. Taxable Value (1) Except otherwise provided in this Act, irseanly

the money is consideration, the taxable value dhalthe price which

the supplier takes from the recipient.
(2) The following amounts shall be included in zafale value:

(@) The amount of all expenditures relating to
transportation and distribution which was borne by
the supplier in connection with the transactions,

and the amount of profit; and

(b) Excise and all other tax nts save the tax

imposed under this Act.

®Explanation: For se of this Clause, "other

tax amounts" such tariffs, fees and chages a

specified arly Financial Act.

(3) Taxable v

discount, commis

shall not be included in the antoof
other similar commercidbate granted on

value in supplyin ds or services.

' taxable value of any goods or service exgbd or
Il be equal to the market value ofgthaxls or services so
ged or bartered.

(5) Except otherwise provided in this Act, the tabeavalue for
any imported goods shall be its customs value @holytransportation,
insurance, freight, commissions of agents and ofhersons, plus
customs duties, countervailing duties plus any othres if levied on

imports, except the value added tax.

8 Inserted by First Amendment.
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(6) If the value of any goods or services is foundbe much
lower than the prevailing market value, the taxalakeie of such goods

or services shall be equal to the market value.

(7) The taxable value of goods or services suppiedpartial

consideration shall be equal to the market value.

(8) The deposit, given in respect of goods or sesyishall not be
held to be taxable value until the supplier appliee deposit as a

consideration for the supply.

Market Value: ° (1) The market value of good ices suppied

a particular day shall be determined ' intocoamt the

consideration to be received for similar e or services freely

supplied between unconnected pe

(2) For the purpose Section, the procediore the

determination of market hall be as presdribe

(3) If the m

determined und

alue of any goods or servicesldonot be
b-section (1) and (2), it sballdetermined in

accordance e procedure determined by theckir General.

be Issued1) Every registered person is required to issue
e to the recipient, in supplying any goads services save the

circumstances as prescribed.
(2) The format of an invoice shall be as prescribed
(3) It shall be the duty of the recipient to obtaminvoice.

Unregistered Person not to _collect Tax1) A person who is not

registered shall not issue an invoice or other dwsu showing the

collection of tax and shall not recover the tax.

11
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(2) It a person who is not registered collects tdre tax so

collected shall be assessed and recovered fronm&im/

16. Accounts of Transactions to _be mentionedl) A taxpayer shall

maintain an up-to-date accounts of his/her tramsasf the tax period
under Section 18 and such accounts, wherever plsicall be made

available for inspection to the Tax Officer on hex demand.

(2) The following matters shall also be includedhe accounts

so maintained by the taxpayer:-

(a) Date of transactions,

(b)  Registration number each transaction,

(c) If the other par e transaction is regiet,

(d) ed matters related with traneacti
(3) A regqist person shall use, for the purpok&eeping
accounts, the pu se and sales book certifiethéyoncerned Tax

Officer.

ery taxpayer shall preserve the accountsamfsactions for

a period as prescribed.

%5) The accounts maintained by a taxpayer by fnldil the

procedures specified by this Act or the Rules frdutnereunder shall be

recognized unless proved otherwise.

116A.Records processed by computer to be acceptalds evidence

Notwithstanding anything contained in the prevajliaw the record of s

9
10
11

Amended by First Amendment.
Inserted by First Amendment.
Inserted by First Amendment.
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taxpayer maintained in the computer installed ie epartment or
offices thereunder shall be acceptable as evid@rcpurposes of tax,

except it is otherwise proved.

Tax Deduction (1) A registered person may deduct the amoutdof
which he/she has collected against the tax he/slgepaid or due in

importing or receiving goods or services relatethwiis/her own taxable

transactions.

(2) Notwithstanding anything contained in Sub-smtt(1), it

purposes as well as for business purpos
(a)  Aeroplanes,
(b)  Motor vehi
(c) *.
r high priced items as prescribed.

3)

ntire portions of goods or servicesnsacted in a
month

the

not used for taxable transactions,dkteviously paid on
or services shall be deducted as presciuln the portion that

was solely used for taxable transaction of the gawdservices.

(4) If goods or services, for which deductionslfaes pursuant
to this Section have been allowed, cease to be teedaxable
transaction, such goods or services shall be tleate sold at the

immediate market value and tax shall be recovesqurescribed.

12

Deleted by First Amendment.
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(5) Notwithstanding anything contained in Sub-sa&tti(1),
deduction facility to be given for a registeredgmer who deals with the

used goods shall be as prescribed.

¥%5a) The concerned taxpayer shall be allowed toudethx
paid on the capital goods such as machineries i®gar purchased in
the name of any bank or financial institution onekpurchase loan or
mortgage as if such goods were imported or purchbgehe concerned

industry, company etc.

(6) The deduction facility under this Act beren only

when a claim is substantiated by documents a

(7) The provision of deduction or payatdg for the

goods to be used in the tax payable ctiomined at the time of

registrations shall be as prescrib:

Description of tax to be ed(1) Every taxpayer shall, upon

making assessment of t ax payable by him/heveny month, submit

the tax description escribed, to the TaxcOffivithin Twenty Five
days of compl that month. Such descripsball be submitted
whether axable transaction was carrigdirothat month or

not

(2) Notwithstanding anything contained in Sub-sstti(1),
taxpayers, as prescribed, may submit a descripifoa period that is

longer or shorter than one month.

Tax_Payment (1) A taxpayer shall pay th¥tax for each tax period

within Twenty Five days of the completion of that period.

13
14

Inserted by First Amendment.
Amended by First Amendment.
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(2) If a taxpayer does not pay the tax within tlhmet limit
specified under Sub-section (1), an extra charg8Fafe percentshall
be imposed on the due tax until the last day ofngse month from the

date (month) that the tax first becomes due.

(3) If the tax is not paid even within the time sfied in Sub-
section (2) another additional BFive per censhall be imposed on the

tax due at that time.

(4) If a taxpayer submits an application to theebior General

for the exemption of the additional charges imp ’Sub-section
(2) or (3) stating the reason that the failure

was caused by extraordinary circums

ke alyippayment
5+ beyored téxpayer's
control (force majeure), the Director | m@yhe/she finds the

reason reasonable, exempt such ch

in that tax period.

19%7) Tax may also be paid within the time-limit mented in
Sub-section (1) by a cheque guaranteed by a bardd(fpr payment
cheque). Tax shall be deemed paid on the dateceipteby the Office
of such cheque guaranteed by the bank (good fangat/cheque).

15
16
17
18
19

Amended by First Amendment.
Amended by First Amendment.
Amended by First Amendment.
Inserted by First Amendment.
Inserted by First Amendment.
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2%8) No interest shall be charged and collected niterest,

additional fee/charge and fine."

20. Tax Officer May Assess Tax (1) A Tax Officer may make an

assessment in any of the following circumstances:

(@) If the description of tax is not submitted vinttthe

time limit;

(b) If an incomplete or erroneous tax descriptisn i
filed;

(c) Ifafraudulent tax descrip iled;

(d) If the Tax Officer h

amount of tax

ason to believe ttnt
understated or otherwise

incorrect.

?le) If the ,Tax.Officer has a reason to believet tihe

upply is under-invoiced.

(2) In assessing the tax pursuant to Sub-section ffie

assessme e made on any or the entire foljpvasis:

Proof of transaction;

(

a)

(b) A tax audit report on transactions submitted sy

concerned Tax Officer;

(c) Tax paid on a similar transaction by another

person.

20

o Inserted by First Amendment.

Inserted by First Amendment.
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(3) Notwithstanding anything contained in Sub-s®tt(2), the
burden of proof shall lie with the concerned Takd@f in assessing tax

in accordance with the above provisions.

(4) In assessing the tax pursuant to Sub-section ffie
assessment shall made within Four years from tHiestadate that a tax
description was filed or the tax was due, whichusscearlier. If the
stipulated time expires, the description so fildthlsipso facto be

considered to be true and valid.

(5) In assessing tax pursuant to this Secti
have to give a period 6fFifteen daygo the con

his/her clarification.

21. Tax Recovery (1) If the tax due b axpayer is not paithw the

specified period, the Tax Offi er
Director General, collect

methods:

e taxpayer;

By seizing movable and immovable property & th

taxpayer;

(©) By selling through auction all or some parttioé
taxpayer's assets at a time or in a series ofans;ti

as prescribed;

(d) By causing to deduct amounts from the taxpayer

bank account or other financial institutions;

2 Amended by First Amendment.

17
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(e) By causing to deduct amounts due to the taxpaye
by Government of Nepal, or a body corporate

owned by Government of Nepal, or local bodies;

()] By deducting, with the pre-approval of the
taxpayer, the amounts a third party owes to the

taxpayer;

(99 By withholding imports, exports, and other

transactions of the taxpayer.

rogi| of this

ol after Six years

(2) Notwithstanding anything contained
Act, tax assessed under this Act shall not

from the date of assessment.

23(3) A sum that is less tha > Rupee shall notdumted in

recovering or refunding the t

Assessment _of Tax a_Jeopardy _SituatiorNotwithstanding

her places of this Act, mémer there is a
reason to believ t the recovery of tax is wpg@dy because any
to leave Nepal or to transfer aigfimoperty to anybody
or conceal assets, a Tax Officer, wigh approval of the
eral, may immediately assess and recwe tax due, or

about to become due.

Powers of Inspection and Audit (1) A Tax Officer may examine, if

there is a reasonable ground to believe that aateetprequired to be
registered under this Act has been involved in »alike transaction

without being registered.

23

Inserted by First Amendment.
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(2) In order to examine pursuant to Sub-sectionv@nfy the tax
return submitted by a registered person under @edi8 and assess the

tax under Section 20, a tax officer shall haveftilewing powers:

(@) To inspect all goods, premises, documents,rasco

and accounts relating to the liability for tax;

(b) To search the place of transaction of the tayep
or other places where the evidence related to an

offence under this Act may be found.

(c) To require, in pursuance charging his/her

duty, information from who prepares any
records, books, led er documents or makes

entry therein;

(d) To take
docume
tr

ssion of, remove and transifer a
ooks and records from the taxpayer's
on place and other transaction places
d thereto; and

To perform audits at the taxpayer's place of
transaction, in the Tax Office, or at any other

appropriate place.

(3) If a Tax Officer requests any person, includaadgank or
financial institution for access to any informati@bout taxpayer's
transactions, it shall be the duty of such personfurnish such

information to the Tax Officer.

2%93A. Local administration and police to render assitance In cases

where, in the course of implementing this Act, frex Officer seeks

2 Inserted by First Amendment.
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assistance of the local administration, it shalltihe duty of the local

administration and police to render such assistance

°23B. This Act to prevail on tax_provision Notwithstanding anything

24.

contained in the law in force, except in cases wltlee Financial Act to
be enforced in every year amends this Act and gesvior imposition,
assessment, increase, decrease, exemption, osigmid tax, no other
Act shall make any amendment to, or alter tax iomis referred to in

this Act or make other tax related provisions.

Treatment of Deduction exceeding Tax Liabilit: a registered

person's deduction fixed under Section 1 tmagxceeds tax

liability for such month, such excess am bristed with any

outstanding amount, if any, under this

(2) The remainder of ss deduction purst@nfub-

section (1) may be adjuste he amount, if, @nybe paid for the

next month.

(3) A regqist

Officer for a h

person may submit an applicatiorthte Tax
m refund, as prescribed, of #imount of the
remaini s after adjusting for a continuoaisopl of six months

under ction.

(4) Notwithstanding anything contained in Sub-sett{2) and
(3), any registered person, whose export salesafomonth are Fifty
percent or more of his/her total sales for that thpand submits an
application following the procedures underlinedthins Section for the
refund of the amount pursuant to Section 17, shallentitled to a

refund of the remaining excess after adjustinga@utgtanding amount.

25

Inserted by First Amendment.
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(5) On submission of an application pursuant to-Sedtion (3)
or (4), the amount eligible for refund shall becomnmediately and if it
Is not refunded within Sixty days of the submissiohapplication,
Government of Nepal shall have to provide integesthat amount, as

prescribed.

(6) Where a registered person has submitted anicapiph
claiming for a refund under Sub-section (3) and {d¢ amount claimed
shall not be available for adjustment against takility for the next

month.

covered as tax

fitted within Three

Tax May Be Refunded (1) The following an

shall be refunded if an application for re

years from the date of the transaction: "

(@) Tax amou Nepal by a diplomat of a

foreign to Nepal if the foreign country
grants, ciprocal basis, the tax exemption to

ese diplomats to that country;

amount paid by the international institago
for which Government of Nepal, Ministry of
Finance, has granted the privileges of tax

exemption;

(c) Tax paid in carrying out a project conducted in
Nepal under a bilateral or multilateral agreement
for which Government of Nepal, Ministry of

Finance, has approved to grant a tax exemption;

(d)  Any tax amount recovered by mistake.

21
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(2) While refunding the tax amount pursuant to Gkayd) of
Sub-section (1), refund shall be made only to geason who bears real

burden of the tax.

Interest (1) If any amount including the tax under thist A& not paid
within the time limit, interest for the period dog which such tax
remains unpaid shall be imposed. Such interest bleaimposed even

where a petition is submitted for an appeal undstiSn 32.

(2) For the purpose of Sub-section (1), Governnwniepal,

Ministry of Finance, shall specify the rate of irest time to time.

The rate of such interest shall not be less thag d and Twenty

per cent of the average prevailing rate th doank charges.

To be treated as TaxAny fees, inter penalty to be levied under

e undsrAitt.

this Act shall be treated as a t

Provision relating to | 1) Except otherwise specified by the

Ministry of Finance rnment of Nepal, the castoofficer shall

recover the tax u is Act for goods whichiameorted.

2) A ms officer may use the power under fasor other

prevai ms Act to recover tax with respgecjoods which are to

Penalties®®(1) In cases where any person commits any of thevitng

offenses, the Tax Officer may impose fines as fadlo

(@) For breach of Sub-sections (1) or (2) of Section 10
tax payable for each tax period plus Ten Thousand
Rupees.

(b)  For breach of Sub-section (5), (6) or (7) of Settio

10, One Thousand Rupees for each time of breach.

22
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(d)

(e)

(f)

(9)

(h)

(i)

(k)
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For breach of Sub-sections (1) and (4) of Section
14, the amount of tax payable plus Two Thousand
Rupees.

For breach of Section 15, the amount of tax
collected plus cent percent of that amount.

For failure to maintain up-to-date accounts of
transaction pursuant to Sub-section (1) of Section
16, Ten Thousand Rupees and for refusal of
inspection of the books of accounts, Five Thousand

Rupees for each time.

For breach of Sub-section ection 16, upto
Five Thousand Rupee
For breach of Sub-s

Ten Thousand R

(3) or (4) of Section 16,

For provision of Section 18, One
Thousand Rupees per tax period or 0.05 percent of
the t ayable per day whichever is higher.

bstructing to carry out the functions under

ilon 23, Five Thousand Rupees for each time of
obstruction.

For under invoicing the sales price Two Thousand
Rupees for each invoice or the fine imposed under
Sub-section (2) whichever is higher.

Provided that, if the office thinks
appropriate, it may purchase or cause to purchase
the goods that are under invoiced, as prescribed.
For breach of Act and Rules made there under Te

Thousand Rupees, for each time of breach.

26
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(2) If a person commits any of the following offeis¢c a Tax
Officer may impose a fine not exceeding twice th@ant of tax or an
imprisonment up to Six months, or penalize withhotte fine and the

imprisonment:

(@) Preparing false accounts, invoices or other

documents;
(b)  Committing a fraud or an evasion of tax;

(c) If an unregistered person acts as if he/shes aer

registered person;

(d) Carrying out a transa nfringing Sent@O.

30.

31.

’31A.Power to assess tax by taking action agaifil) In cases where,

before tax is assessed, it appears from the infosmaeceived by the
Director General that any action relating to assess of tax is about to
be irregular or has been irregular, the Directomé&al may, by
executing a memorandum clearly setting out theoremashereof, give
direction to the concerned Tax Officer to assegshia taking action

again or order to any other officer to carry outthct.

2" Inserted by First Amendment.
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(2) In cases where a taxpayer makes an applicatibimp Thirty
Five days of receipt of the tax assessment ordaming that tax
liability has increased because of failure of thex Dfficer to observe
any matter required to be observed in assessingitaxegularity or
recklessness committed by that Officer, and whieaé matter appears to
be true upon investigation, the Director Generaly,niyy executing a
memorandum setting out the reasons thereof, cdhediax assessment
order and order to reassess tax. In cases whevedan is so issued for
reassessment of tax, the Director General hav¢argiormation thereof

to the Government of Nepal, Ministry of Financehi

Provided that, if an appeal has alr en rpagdsuant to

Section 32, the Director General sha ueoater pursuant to

this Sub-section.

(3) The taxpayer who an application purstanSub-

section (2) has to pay und d amount of tak,obuhe amount of
tax assessed, and f deposit in a sum éguhke amount of tax
in controversy and | percent of the fine omish bank guarantee for

such amount

cases where the tax liability decreasesabse of tax
asse by the Tax Officer with recklessnesdterior motive, the
Director General may, within Four years from thetedaf initial

assessment of tax, give order to amend such tassmsnt order.

Appeal An appeal may be filed at the Revenue Tribun#hiwithirty-
five days against a tax assessment or a penalr ondde by the Tax

Office or an order made by the Director Generalaurrfiection 30.

Security To _be Deposited®in making an appeal to the Revenue

Tribunal pursuant to this Act, one has to pay umalied amount of tax,

28

Amended by First Amendment.
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out of the amount of tax assessed, and furnishpasiein a sum equal
to the amount of tax in controversy and Fifty petcef the fine or

furnish a bank guarantee for such amount.

Delegation of power (1) Except the authority of tax assessment and

penalties, a Tax Officer may delegate all or anytlé authority

conferred on him/her by this Act to his/her suboade staff.

(2) No authority specified in this Act to be exsed by the
Director General shall be delegated.

Identity Card of Tax Officers: Every Tax Of all keep with

him/her an identity card as prescribed &t ty card has to be

shown to the concerned person in the obpairig duty.

completed.

Confidentiality: ments or other information related with tax

received fror person shall not be disclosedulnliished except in

the foll ases:

To inform a revenue collecting officer in cootien with

the protection of the revenue of Government of Nepa

(b) To produce in the court of law as per the lalated with
revenue in connection with verifying the liabilgief a tax

payer.

(c) To keep as a part of public record in the pedloegs of a

Revenue Tribunal or a court of law.

29

Amended by First Amendment.
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Tax Officers to be Punishedlf the Director General decides that a

tax assessment was so made maliciously or nedygeatthat the tax
amount was reduced or increased, he/she shahltaid Departmental
action against the assessing Tax Officer in accareawith the law

related with his/her conditions of service.

Provided that, a reasonable opportunity shall Bengto the Tax

Officer to submit his/her clarification.

No Responsibility for the act Carried out with Good Faith:

Notwithstanding anything contained in other pl
Officer shall not be individually responsible

carried out in pursuance of discharging h vith good faith.

Reward (1) A person who provides i ation with eviderst®wing

that a taxpayer has evaded o pted to evade fdme portions of
tax shall be awarded as rewa e amount equBlvamty per cent of
ted on the basis of tHatrimation. **Decision

all be made by the Dirdgtreral

the amount of tax reco

to award such rewa

(2) If
allotment.c ard between or among them shaladeetermined by
the

more than one informer under Sudtisa (1), the

Power to Frame Rules Government of Nepal may frame Rules to

implement the objectives of this Act.

Addition_and Alteration _in_the Schedules Government of Nepal

may make required changes in the schedules by ghitdi a

Notification in the Nepal Gazette.

30

Inserted by First Amendment.
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43. Prevailing Laws to Prevail in Other This Act and Rules framed

thereunder shall prevail to the extent of the miowis, and in other

cases other prevailing laws shall prevail.

44. Repeal and saving(1) The following Acts are, hereby, repealed:

(a) Sales Tax Act, 2023 (1967)
(b)  Hotel Tax Act, 2018 (1962)

(c) Contract Tax Act, 2023 (1967)

(d) Entertainment Act, 2016 ( 60

undergpealed Acts

ed to beem carried out

(2) The acts and proceedings car
pursuant to Sub-section (1) shall b
under this Act.
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31Schedule-1

(Relating to Sub-section (3) of Section 5)
List of VAT exempt goods and services
Group 1.  Basic Agricultural Products

(@) Paddy, rice, wheat, maize, barley, millet, wiogat, pulses,
flour and rye flour, grains, paddy flakes, peasarts chickpeas

and kidney peas and similar basic unprocessedrfaidrials and

their extracts.

(b)  Green and fresh vegetables, fres exgs and fresh and
e used ds,fuegetables
e to be suppliedndigl,

afeteria or othlasiinstitution).

unprocessed agricultural prod
and raw vegetables (exce

restaurant, bar, guest h

(€)

al products to be used in the productbbrdible oil)

olid remaining thereof.
(d)  Herbs.
Group 2.  Goods of Basic Needs:
(@) Edible oil (produced manually by local oil railbnly).
(b) Drinking water to be supplied openly throughg and tankers.

(c) Fire wood and Coal.

3 Amended by Notice published in Nepal Gazettectme€054.5.2 (15 Aug. 1997).
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(d) Kerosene (except air fuel).
(e) Salt.
Group 3. Live Animals and their products:

(@) He-goat, sheep, yak, he buffalo, bore, pigbbitaand similar
other animals; their fresh milk and unprocessed amcboked,

varieties.

(b) Cow, she buffalo and she goat.

(c) Ducks, hens, cocks, turkey and simila their fresh

meat, eggs and unprocessed and u

(d)  Fresh or dried fish (other than p
Group 4.  Agricultural inputs:
(@) Seeds of plants a

soil conditioners.

(b)  Manure, fertili

(c) Gene )Is to be used in agriculture acéshtools to dig and
land, hand tools to cut wood and grasgespt hand
ols to be used for thrashing granular, $o@r cutting

grasses for animal and tool to be used in plougsirage).
(d) Pesticides to be used mainly or absolutelyaps.
Group 5.  Medicine, Medical cure and Similar Health sevices:

(@)  Services provided by operation conducting hasgiclinics and
health institutions to provide medical treatmemaocted with

the approval of government of Nepal.
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(€)

(d)
(e)
(f)

(9)

(h)
(i)
1),

Group 6:

(a)
(b)

(€)
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Professional services to be provided atitutional or personnel
basis by health workers (doctor, nurseaidya, kaviraj,

compounder etc.).

Goods to be supplied to the recipient ssagy in the process of
making available the service as mentioned in Cléaysand (b)

above.
Human blood and products derived from humarmdlo

Human or animal organs or tissue to be useaeitical research.

Professional services to be provided nsurgeons and

veterinary doctors.

Medicine for the treatment an being amimals and

means of family planning
Means made or suli nly for the usdisdbled persons.

Oxygen gas t ised in the treatment andyXiras.

for the production of medicineported or
d by the medical industry own-self or piesed by the

rtment of Drug management in the prescribet. lim
Education:
Acts relating to research in a school or ursier

Vocational or refresher trainings without haviprofit making

objectives.

Goods to be supplied to the recipient as bemgessary in the
process of making available service and educatiseice to be

provided by schools and universities.
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Group 7:  Books, news papers, printed materials and nnting and

publishing:
(@) Books, booklets and pamphlets.
(b) News paper, journals and periodicals.
(c)  Pictures and maps.

(d)  Cover, envelopes and boxes used in suppliireg goods as

mentioned in Clause (a) to (c¢) (if not separataiarged for

them).
(e)  Printing and publishing.
() News prints.
Group 8:  Artistic, cultural and carvi

(@) Artistic and carvi es (fine art, sauhe, architecture and

similar kinds o arts and services relatimgréto.)

(b) Cultural p mes.

of library, museum, art gallery, zaad botanical

(€)

(d) Demonstration of Nepali moves producethm native land.
Group 9:  Passenger transportation and transportationservices:
Public passenger transportation and transportaBovices.

Group 10: Business or Professional services:
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Professional services to be rendered institutignatlpersonally

by lawyers, auditors, engineers, artists, sportsmariters,

designers, insurers, translators, interpreters etc.
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1)

(2)
3)

(4)

()
(6)
(7)
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Other goods and services:
Postal services (only conducted by the GovertroeNepal)

(a) Service relating to transportation or handionger of

letters, money and postal packets.

(b)  Other services to be necessary for the transpon or

handing over of letters, money and postal packets.

(c) Postage stamps.

Financial and insurance services.
Bank note and cheque book.
(@) Printing and issuance notes.

(b)  Supply of not Nepal from outsidehaf Nepal.

(c) Chequelb
Gold and

and gold coins (other than ornaments amaldg

ade of gold).

(b)  Silver and silver coins (other than ornamemtd goods

made of silver).
Electricity.
Scrip of copper and brass.

Raw wool.
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Group 12: Building and Land:

Transaction of house and land and rental thereake(d service
to be rendered by the institution conducted pradesdly as
hotel, guest houses).

Group 13: Gambling, casino and lottery:
(1) Activities relating to facility to be provided fgambling.

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

Goods to be exported out of Nepallf it has been proved that the

goods had been supplied in the following manner:

(@) Goods exported outside Nepal, or

(b)  Goods put on the flight to be flown f dk or

(c) Goods put on board an internati ght diieth destination is

outside Nepal for retail sal ly or consuompt

Services to be supplied to outside Nepal

(@) A supply of s 5 by a person residing inpp&dleo a person
who has no business transactionjndsss

repres ' r legally recognized agent in Nepal

of goods or services by a person véhesiding and is

ered in Nepal to a person who is residingidatNepal.

Goods or services imported by a person enjoyiplgmatic facility.

Amended by Notice published in Nepal Gazettedlmt®054.5.2 (15 Aug. 1997).
Deleted by Some Nepal Laws Amendment Act, 2063.

Note : The words "His majesty's" has been changed'Government of Nepal' by some Nepal law amendin

Act, 2063 :
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Financial Ordinance, 2059 (2002)

Date of Authentication and Publication

2059.3.24 (8 July 2002)

Ordinance number 2 of the year 2059

An Ordinance Made to Implement Proposals Relatingd Finance of
the Government of Nepal

Preamble Whereas, it is expedient to levy some ch gties, cesses

and fees, continue or alter the existing ones dsul the laws in force
relating to revenue administration in order to i e proposals relating
to finance of the Government of Nepal an nmdrRarliament is not in

session;

Now, therefore, be it ena

y His Majesty thagkKGyanendra Bir
Bikram Shah Dev, in acco e Articles 72 of Cdostn Kingdom of

Nepal, 2047(1990).

1. Short title a mmencement(1l) This Act may be called as the
“Financ ance, 2059 (2002)."

is ordinance come into force immediately.

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

(1) The following Clause (t) shall be substituted €lause (t):

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

Act, and this term includes a section office, dioec
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and deputy director at the Department or such
other officer designated by the Government of
Nepal authorizing to exercise the powers of Tax
Officer under this Act.”

(2) The following Sub-section (1) shall be subsatu for Sub-
section (1) of Section 7:

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

single rate of Ten percent.”

(3) The following Clause (d1) shall be inse
Sub-section (1) of Section 11:

ause (d) of

“(d1l) If the taxpayer is° 0 gives zero retwm

does not give irn at all within a consecutive

(4)  The following Secti . Shall be inserteteaSection 12:

“12A. Taxa ie of timber transaction (1) There shall be

and collected tax on the amount of royaltyhe
per of national forest, added cent percent iro@m of
royalty, at the time of auction, release or saweaord

whichever is earlier.

(2) If the timber of a personal cultivated, private
forest or community forest for business purpose and
despite that royalty is not chargeable, tax shalldviable

as if it were the timber of national forest.”

(3) Notwithstanding anything contained in Sub-
section (1) and (2) where the sum of royalty amaand

cent percent of royalty amount happens lower than t

38

www.lacommission.gov.np



www.lacommission.gov.np

price of auction sale, tax shall be imposed onahetion

sale amount.

(4) A registered person may offset tax paid under
Sub-section (1), (2) and (3).

(5) Of Section 14,-
(@) The following proviso shall be inserted in Ssdztion (1):

“Provided that, a person who carries on annual

transaction of more than One Milli pees shedle

invoices with serial number anent accounts
number as well as his or , and addresstelesp

that he or she is not regis

(b)  The following Su

section (3):

(4) shall be insérédter Sub-

rson who purchases goods or service worth
Ten Thousand Rupees for commercial parpos
| d to take an invoice from the registepedson.
nvoice shall be kept with while transportingcls
oods.”

(6) The words “or by registered post” shall beeiried after the
words “before the Tax Officer” contained in Subis&t (1) of
Section 18,-

(7) The following Sub-section (1a) shall be insdrtafter Sub-
section (1) of Section 25:

“(1a) Notwithstanding anything contained in Subtset

(1), a diplomatic body or person on the purchasdagéble
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goods or services shall not be refunded if the arhpurchase is

less than One Thousand Five Hundred Rupees aimeg t

(8) The following Sub-section (2) shall be subsatu for Sub-

section (2) of Section 26:

“(2) For the purposes of Sub-section (1), the @ténterest

shall be Fifteen per cent per annum.”

The following Clause (c) shall be substituted €Clause (c) of Sub-
section (1) of Section 29:

“(c) In the event of violation of Sub

s @d (4) of
Section 14, Five Thousan for each instfaree

including recover the li

The following Section 34A. sh rtéaSection 34:

“34A. Power to have exp

erviceThe Government of Nepal may
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“Schedule-1

(Relating to Sub-section (3) of Section 5)
List of VAT exempt goods and services
Group 1.  Basic Agricultural Products

(@) Paddy, rice, wheat, maize, barley, millet, wicgat, pulses,
flour, rye flour, grains, peas, chickpeas, kidpeas, beans and

similar basic unprocessed food materials and#heracts,

uberous roots,
bléubetous roots,

(b) Green and fresh vegetable, fresh fruits;
and fruits, vegetables and as use
fresh and unprocessed agro- s. (Except thosdée

supplied hotels, restauran , guest housdsteda and

other similar organizatio

()  Unprocessed ca s/cereals (such as sogar@atton,

cardamom, g nd saffron, flax, unprocesseddom, tea leaf

, proved orthodox tea producinggibimlogical
fertiliz ffee, soybean, ground-nuts, rapedseeustard seed,

eda, sunflower sesamum seed) and oil-cake.
(d) erbs (including their extracts)
Group 2.  Goods of Basic Needs:

(@) Unprocessed mustard oil.

(b) Piped water, including water supplied by taske

(c) Wood and coal.

(d) Kerosene (Except fuel of aircraft).
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(e) Salt.
Group 3. Live Animals and animal products

(@) Goats, sheep and mountain goats, yak and bsffddore and
pigs, rabbit and other such animal and their urgssed raw

edible food items .

(b) Cows and she buffalos, she goats, and thein fnalk, (including

pasteurized), Fresh curd, bees and bee hives.

(c) Ducks, hens, cocks, turkey and similar itheir fresh

meat and unprocessed raw items and
(d)  Fresh or dried fish (except other t
4. Agricultural inputs
(@) Seeds of any crops s as mentionesbupdone.
d soil conditioners.

(b) Manure, fertiliz:

(c) Tools used griculture : Hand tools, mattocks, picks, forks

axes, bill hooks and similar hewinggosécateurs of
, scythes, sickles, hay knives, other tihamd saws,
ge shears, timber wedges, ploughshare and wbkr of a

kind used in agriculture.
(d) Insecticides, fully or partially used only forops.

(e) Use in agriculture function Tractors, -cultiveto tantalum,
levelers, harvesting or threshing machine, thresHeshing nets,
to Eight horse power up to pumping sets and upGangters

hose pipe.
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() Utensils for feeding poultry feed, box for ckén (challa), and

crate for keeping egg.
(90 Feed and ingredient of feed supplements.
Group 5.  Medicine, Medical and Similar Health service

(@) Medical or surgical services provided by heaistitution

operated in Government ownership.

(b)  Human blood and human blood items and vaccines.

(©) Human or animal organs or tissue for m

(d) Medicaments for treatment of i

family planning means.

(e) Goods made for, and only for the usendirm and

disabled persons.

()] X-ray fimand @ gas to be used for treatinand.

(9)

Group 6: E
(@) Research related acts in schools or univesgsitie

(b)  Getting purpose for non-profit, Vocational apfessional

trainings or refresher trainings.
(c)  Educational services provided by schools andeusities.
Group 7:  Books, newspapers and printed materials

(@) Books, newsletters and periodicals publications
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(b)  Newsprint.
Group 8:  Artistic and cultural goods and services, carving&rvices

(@) Painting, handicratfts, carving and similar oth@ndicrafts and

related services.
(b)  Cultural programs.

(© Admission fees to libraries, museums, art mose zoos and

botanical gardens, and national parks.

Group 9: Passengers and goods transportation serv

aliexcept cabal car)
tiriae to supply).

Air transport, non tourist passenger t

and goods carrier service (except tra

Group 10: Personal or Profession

Personal services rendere artists, sportspgrsarthors, writers,

designers, translato nterpreters institadigror individually.

Group 11: Other services:

1. services (only those provided by the @Gowent of
(@)  Services of conveyance or transfer of lettersney and
postal packets.
(b)  Other services required for the services ofvegance or
transfer of letters, money and postal packets.
(c) Postage stamps.
2. Financial and insurance services.
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Bank notes and cheque books:
(@) Printing and issue of bank notes.
(b)  Supply of bank notes from foreign countrie®iitepal.

(c) Cheque books.

Gold and silver:

(@) Gold, gold coins and gold orname

(b)  Silver, silver coins (Except o ver ngadade goods

and ornaments).
Electricity.
Raw wool.
Battery operat

npo and their chassis aneiyat

ower and wind power operated hmac and

ecommended by Alternate Energy Center.
afts, helicopters, fire enginBémcal), ambulances.
Jute products.

Industries and machine up to 5 percent custumg as falling
under Part 84 of the Customs Tariff.

Woolen carpet and woolen carpet weaving, dyvaghing and
knitting.

Cotton sariLungi, Dhoti (for both men and womenj;amcha

and cotton yarn.
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Group 13:

Note:

14.

15.

16.

17.

18.
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Cotton thread.

Woolen yarn used in domestic hand kitteningwedater (except

artificial and acrylic.

Donated goods received for any natural calamitior
philanthropic purpose, as approved by the MinisthyfFinance,

Government of Nepal.

Goods of personal use that do not attract msstuty and are

imported under the Luggage and Baggage Ordertfacili

The value added tax collected by text

stick) industries and the domestic
ingot using cent percent do ron scrap inirtivalue
addition shall be refunded ose industries r@squibed by

Government of Nepal.

Provided using cent percent domestic iroraps

industry sha :

unded only Fifty percent fromin collected

tax.

ase, sale and rental of lands and buildingsef# the
services provided by such entities carrying on hess such as

hotels and guest houses).
Betting, casinos and lotteries

Activities relating to facilities provided for therganization of

bets or gambling, and lottery.
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The Department, as prescribed, and in consultatitnthe Department
of Customs, interpretation of the goods and sesviegjoying tax

emption and the Harmonized Code of Commoditieseasssary.
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Schedule-2

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

Goods and services purchased or imported by Higdthathe King, His
Majesty the Queen, His Royal Highness the Crowmderiand other

members of the Royal family.

Goods exported from Nepalif it is proved that g

follows:
(@) Goods exported outside Nepal,

(b) Goods shipped for use 2s on an intemedtiflight of

which destination is out al, or

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

outside Nep il sale or supply or consuompt

d to persons outside Nepal

y of services by a person residing irp&leto a person
e Nepal, who has no business transactionjndass

representative or legally recognized agent in Nepal

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

registered in Nepal to a person who is residingidatNepal.
Goods or services imported by a person enjoyiplgmatic facility.

Zero rate facility shall be available to med&industries if the industry

desires for such a facility.

48

www.lacommission.gov.np



6.

www.lacommission.gov.np

If any previous treaty or agreement provideshar sales tax exemption
on imports, and local purchase is made from thistexgd taxpayers, on
the recommendation of the concerned project, thifitfaof zero rate

shall be provided on such supplies, so long as geetty or agreement

is in effect.”
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Financial Ordinance, 2059 (2003)

Date of Authentication and the Publication

2059.9.22 (6 January 2003)
Ordinance number 8 of the year 2059

An Ordinance Made to Implement Proposals Relatingd Finance of
the Government of Nepal

Preamble Whereas, it is expedient to levy some ch gties, cesses

and fees, continue or alter the existing ones ésulte the laws in force
relating to revenue administration in order to he proposals relating
to finance of the Government of Nepal an nmdrRarliament is not in

session;

Now, therefore, be it ena

His Majesty thagkKGyanendra Bir
Bikram Shah Dev, in acco ce with Articles 72Coinstitution kingdom

of Nepal, 2047(1990).

1. Short title mencement(l) This Act may be called as the

“Financi nance, 2059 (2003)."

his ordinance come into force immediately.

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

(1) The following Clause (t) shall be substituted €lause (t):

“(t) “Tax Officer" means the Tax Officer, Chief T&3fficer and
the Chief Tax Administrator appointed by the Goveent
of Nepal for the purpose of this Act, and this tenciudes

a section office, director and deputy director &tk t
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Department or such other officer designated by the
Government of Nepal authorizing to exercise the grevof
Tax Officer under this Act.”

(2) The following Sub-section (1) shall be subsatu for Sub-

section (1) of Section 7:

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

single rate of Ten percent.”

(3) The following Clause (d1) shall be inserte
Sub-section (1) of Section 11.:

aiClause (d) of

“(d1l) If the taxpayer is one wh ero retarrdoes not

give return at all withir secutive period aieO

year,”
(4) The following Sectio hall be inserteteafSection 12:

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

ollected tax on the amount of royaltyhe
of national forest, added cent percent io@m of
alty, at the time of auction, release or saweord

hichever is earlier.

(2) If the timber of a personal cultivated, private
forest or community forest for business purpose and
despite that royalty is not chargeable, tax shalldviable

as if it were the timber of national forest.”

(3) Notwithstanding anything contained in Sub-
section (1) and (2) where the sum of royalty amaand

cent percent of royalty amount happens lower than t
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price of auction sale, tax shall be imposed onahetion

sale amount.

(4) A registered person may offset tax paid under
Sub-section (1), (2) and (3).

(5) Of Section 14,-
(@) The following proviso shall be inserted in Ssdztion (1):

“Provided that, a person who carries on annual

transaction of more than One Milli pees shsdle

invoices with serial number anent accounts
number as well as his or e, and addresstelesp

that he or she is not registt

(b)  The following Sub

section (3):

ns (4) shall be inseéradter Sub-

“(4) £

MOre

'son who purchases goods or service worth
en Thousand Rupees for commercial parpos
ed to take an invoice from the registepedson.

invoice shall be kept with while transportingcls

(6)  Of Section 18, -

(@) The words “or by registered post” shall be itess after
the words “before the Tax Officer” contained in Sub

section (1).

(b) The following Sub-sections (1a) shall be insdrtafter
Sub-section (1):
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“(1a) Notwithstanding anything contained in Sub-
section (1), a taxpayer for every month in a distwhere
there is no Inland Revenue Office may furnish th@ant
of tax returns to be paid and submitted by himAngh
the Office of Funds and Accounts Controller of Hane
district within the Fifteenth day of the month irhah
he/she has to furnish the tax returns paying tke The
Office of Funds and Accounts Controller shall fordvéhe
returns of tax and payment of tax so received &oltand
Revenue Office within Seven days.”

(7) The following proviso shall be ins Ssdxtion (1) of
Section 19,-

Provided that, a ta ho submits tax detailthe

Financial Comptroller pursuant to Sub-setti(la) of

Section 18, shall s ax details of each tasation to such

(8)

2a) If it is found from the inquiry carried ouylihe tax
Icer to the place of transaction of a tax payersuant to Sub-
section (2) that bills are issued by showing unrat(not real)
lower sale price or under invoiced price than threvailing
market price of any goods, notwithstanding anyghsontained
elsewhere in the prevailing laws, such an offidealishold the
sale of the remaining such type of goods in thekstnd the
Inland Revenue Department or Inland Revenue Officay

purchased or cause to purchase in the under inpoice so sold

by the taxpayer. ”
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(9) The following Sub-section (1a) shall be insdrtafter Sub-

section (1) of Section 25:

“(1a) Notwithstanding anything contained in Subtset
(1), a diplomatic body or person on the purchasdagéble
goods or services shall not be refunded if the arhpurchase is

less than One Thousand Five Hundred Rupees aimeg t

(10) The following Sub-section (2) shall be sulbsat for Sub-

section (2) of Section 26:

“(2) For the purposes of Sub-
(11) The following Clause (c) shall

“(c) In the violation of Sub-sections @nd

wer to have expert's serviceThe Government of

Nepal may obtain the service of the concerned éxper
the act related to tax auditing; and the provisiom
governmental secrecy mentioned in Section 37 sisd

apply to such an expert.”

(835) The following Schedule-1 and Schedule-2 shallsubstituted
for Schedule-1 and Schedule-2:
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(a)

(b)

(€)

(d)
Group 2.
(a)
(b)
(c)
(d)
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“Schedule-1

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

Paddy, rice, wheat, maize, barley, millet, icgat, pulses,
flour, rye flour, grains, peas, chickpeas, kidpeas, beans and

similar basic unprocessed food materials and#heracts,

uberous roots,
abldéubetous roots,

Green and fresh vegetable, fresh fruits;
and fruits, vegetables and as use
fresh and unprocessed agro-| s. (Except thosdée
supplied hotels, restaura S, guest housdsteda and

other similar organizati

Unprocessed cash crops/cereals (such as sogarcmtton,

cardamom, gi and saffron, flax, unprocesseddod, tea leaf
sold by far

fertilize

proved orthodox tea producinggibiological
ee, soybean, ground-nuts, rapeds@eustard seed,

0 geda, sunflower, sesamum seed) and oil-cake.
{erbs (including their extracts)

Goods of Basic Needs:

Unprocessed mustard oil.

Piped water, including water supplied by taske

Wood and coal.

Kerosene (Except fuel of aircraft).
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(e) Salt.
Group 3. Live Animals and animal products

(@) Goats, sheep and mountain goats, yak and bsffddore and
pigs, rabbit and other such animal and their urgssed raw

edible food items.

(b) Cows and she buffalos, she goats, and thein fnalk, (including

pasteurized), Fresh curd, bees and bee hives.

(c) Ducks, hens, cocks, turkey and similar itheir fresh

meat and unprocessed raw items and
(d)  Fresh or dried fish (except other t
4. Agricultural inputs
(@) Seeds of any crops
d soil conditioners.

(b)  Manure, fertiliz:

(c) Tools used griculture : Hand tools, mattocks, picks, forks

axes, bill hooks and similar hewinggosécateurs of
, scythes, sickles, hay knives, other tihamd saws,
ge shears, timber wedges, ploughshare and wbkr of a

kind used in agriculture.
(d) Insecticides, fully or partially used only forops.

(e) Use in agriculture function Tractors, -cultiveto tantalum,
levelers, harvesting or threshing machine, thresHeshing nets,
to Eight horse power up to pumping sets and upGangters

hose pipe.
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() Utensils for feeding poultry feed, box for ckén (challa), and

crate for keeping egg.
(90 Feed and ingredient of feed supplements.
Group 5.  Medicine, Medical and Similar Health service

(@) Medical or surgical services provided by heaistitution

operated in Government ownership.

(b)  Human blood and human blood items and vaccines.

(©) Human or animal organs or tissue for m

(d) Medicaments for treatment of i

family planning means.

(e) Goods made for, and only for the usendirm and

disabled persons.
()] X-ray film and c gas to be used for treatinand.

(9)

Group 6: E
(@) Research related acts in schools or univesgsitie

(b)  Getting purpose for non-profit, Vocational apfessional

trainings or refresher trainings.
(c) Educational services provided by schools amdeusities.
Group 7:  Books, newspapers and printed materials

(@) Books, newsletters and periodicals publications
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(b) Newsprint.
Group 8:  Artistic and cultural goods and services, carving&rvices

(@) Painting, handicratfts, carving and similar oth@ndicrafts and

related services.
(b)  Cultural programs.

(© Admission fees to libraries, museums, art mose zoos and

botanical gardens, and national parks.

Group 9: Passengers and goods transportation serv

aliexcept cabal car)
tiriae to supply).

Air transport, non tourist passenger t

and goods carrier service (except tra

Group 10: Personal or Profession

Personal services rendere artists, sportspgrsarthors, writers,

designers, translato nterpreters institadigror individually.

Group 11: Other go services:

1. services (only those provided by the @Gowent of
(@)  Services of conveyance or transfer of lettersney and
postal packets.
(b)  Other services required for the services ofvegance or
transfer of letters, money and postal packets.
(c) Postage stamps.
2. Financial and insurance services.
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11.

12.

13.
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Bank notes and cheque books:
(@) Printing and issue of bank notes.
(b)  Supply of bank notes from foreign countrie®iitepal.

(c) Cheque books.

Gold and silver:

(@) Gold, gold coins and gold orname

(b)  Silver, silver coins (Except o ver ngadade goods

and ornaments).
Electricity.
Raw wool.
Battery operat

npo and their chassis aneiyat

ower and wind power operated hmac and

ecommended by Alternate Energy Center.
afts, helicopters, fire enginBé&mcal), ambulances.
Jute products.

Industries and machine up to Five percent oosiduty as falling
under Part 84 of the Customs Tariff.

Woolen carpet and woolen carpet weaving, dywaghing and
knitting.

Cotton sariLungi, Dhoti (for both men and womenj;amcha

and cotton yarn.
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Group 13:

Note:

14.

15.

16.

17.

18.
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Cotton thread.

Woolen yarn used in domestic hand kitteningwedater (except

artificial and acrylic.

Donated goods received for any natural calamitior
philanthropic purpose, as approved by the MinisthyfFinance,

Government of Nepal.

Goods of personal use that do not attract msstuty and are

imported under the Luggage and Baggage Ordertfacili

The value added tax collected by tex

stick) industries and the domestic
ingot using cent percent do ron scrap inirtlvalue
addition shall be refunded ose industries r@squibed by

Government of Nepal.

Provided using cent percent domestic iroraps

industry sha :

unded only Fifty percent fromin collected

tax.

hase, sale and rental of lands and buildingsefa the
services provided by such entities carrying on hess such as

hotels and guest houses).
Betting, casinos and lotteries

Activities relating to facilities provided for therganization of

bets or gambling, and lottery.
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The Department, as prescribed, and in consultatitnthe Department
of Customs, interpretation of the goods and sesviegjoying tax

emption and the Harmonized Code of Commoditieseasssary.
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Schedule-2

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

Goods and services purchased or imported by Higdthathe King, His
Majesty the Queen, His Royal Highness the Crowmderiand other

members of the Royal family.

Goods exported from Nepalilf it is proved that goods are supplied as

follows:
(a) Goods exported outside Nepal, or

(b) Goods shipped for use as .stores on an intemedtiflight of

which destination is out

(c) Goods put on board ernational flight dfietr destination is

outside Nepal ail sale or supply or consuampt

Services to be su to persons outside Nepal

(@) of services by a person residing irpdeto a person
de Nepal, who has no business transactionjndsss

epresentative or legally recognized agent in Nepal

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

registered in Nepal to a person who is residingidatNepal.
Goods or services imported by a person enjoyiplgmatic facility.

Zero rate facility shall be available to med&industries if the industry

desires for such a facility.
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If any previous treaty or agreement provideshar sales tax exemption
on imports, and local purchase is made from thistexgd taxpayers, on
the recommendation of the concerned project, thiéitfaof zero rate

shall be provided on such supplies, so long as geetty or agreement

is in effect.
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Financial Ordinance, 2060 (2003)

Date of Authentication and Publication

2060.3.16 (1 July 2003)

Ordinancenumber 3 of the year 2060

An Ordinance Made to Implement Proposals Relatingd Finance of
the Government of Nepal

Preamble Whereas, it is expedient to levy some ch gties, cesses

and fees, continue or alter the existing ones dsul the laws in force
relating to revenue administration in order t e proposals relating
to finance of the Government of Nepal an nmdrRarliament is not in

session;

Now, therefore, be it ena y His Majesty thagkKGyanendra Bir

Bikram Shah Dev, in accorde with Articles 72 oh€titution kingdom of

Nepal, 2047(1990).

1.

Short title 8 )mmencement(1) This Act may be called as the

ance, 2060 (2003)."

This ordinance come into force immediately.

(3) This ordinance shall prevail till the last dafyAshad, 2060
B.S.

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

(1) The following Clause (t) shall be substituted €lause (t):
“(tt) “Tax Officer" means the Tax Officer, Chief Tax
Officer and the Chief Tax Administrator appointed
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(4)
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by the Government of Nepal for the purpose of this
Act, and this term includes a section office, dioec
and deputy director at the Department or such
other officer designated by the Government of
Nepal authorizing to exercise the powers of Tax
Officer under this Act.”

The following Sub-section (1) shall be subsath for Sub-

section (1) of Section 7:

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

single rate of Ten percent.”

The following Clause (d1) shall
Sub-section (1) of Section 11

»levied and collected tax on the amount of royaltyhe
timber of national forest or the amount of auction,
whichever is higher, at the time of auction, reéeas saw

order, whichever is earlier.

(2) If the timber of a personal cultivated, private
forest or community forest for business purpose and
despite that royalty is not chargeable, tax shalldviable

as if it were the timber of national forest.”
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(3) Notwithstanding anything contained in Sub-
section (1) and (2) where the sum of royalty amaand
cent percent of royalty amount happens lower than t
price of auction sale, tax shall be imposed onahetion

sale amount.

(4) A registered person may offset tax paid under
Sub-section (1), (2) and (3).”

(5) Of Section 14,-

(@) The following proviso shall be inse getion (1):

“Provided that, a pe o carries on annual

transaction of more than*

llion Rupees shedue
invoices with serial. ber and permanent accounts

number as well or her name, and addresstelesp

(b) Sub-sections (4) and (5) shall inserted

(4) A person who purchases goods or service worth

.‘more than Ten Thousand Rupees for commercial parpos
IS required to take an invoice from the registepedson.

The invoice shall be kept with while transportingcls

goods.”
(6) Of Section 18,-

(@) The words “or by registered post” shall be itess® after
the words “before the Tax Officer” contained in Sub

section (1).

66

www.lacommission.gov.np



www.lacommission.gov.np

(b) The following Sub-sections (1a) shall be insdrtafter
Sub-section (1):

“(1a) Notwithstanding anything contained in Sub-
section (1), a taxpayer in a district where theseno
Inland Revenue Office may furnish the amount of tax
returns to be paid and submitted by him/her witke th
Office of Funds and Accounts Controller of the same
district within the Fifteenth day of the month irhah

he/she has to furnish the tax return

paying tke The

Office of Funds and Accounts Co all fordvéhe
returns of tax and payment o ceived &olkand
Revenue Office within Sevel
(7) The following proviso sh erted in Ssdztion (1) of
Section 19,-
Provided th xpayer, who submits tax detailthe
Financial C ler Office pursuant to Sub-sectida) of

Section 1 Il submit tax details of each tasation to such

in- Fifteen days of the expiry of suchrijoel.

(8) jollowing Sub-sections (2a) shall be insértafter Sub-

ction (2) of Section 23:

(2a) If it is found from the inquiry carried out blge tax
officer to the place of transaction of a tax pgyersuant to Sub-
section (2) that bills are issued by showing unrat(not real)
lower sale price or under invoiced price than threvailing
market price of any goods, notwithstanding anyghsontained
elsewhere in the prevailing laws, such an offideallshold the
sale of the remaining such type of goods in thekstnd the

Inland Revenue Department or Inland Revenue Officay
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purchased or cause to purchase in the under inpoice so sold

by the taxpayer.

(9) The following Sub-section (1a) shall be inedrtafter Sub-

section (1) of Section 25:

“(1a) Notwithstanding anything contained in Subtset
(1), a diplomatic body or diplomat on the purchasdaxable
goods or services shall not be refunded if the arhpurchase is

less than One Thousand Five Hundred Rupees aimeg t

(10) The following Sub-section (2) shall td for Sub-

section (2) of Section 26:

“(2) For the purposes of Sub (1), the @tenterest

shall be Fifteen per

(11)

“(c)

event of violation of Sub-sections @h)d (4)
Section 14, Five Thousand Rupees for each

instance fine including recover the liable tax.”
ollowing Section 34A. shall be insertdiaSection 34:

“34A. Power to have expert's serviceThe Government of

Nepal may obtain the service of the concerned éxper
the act related to tax auditing; and the provisiom
governmental secrecy mentioned in Section 37 sisd

apply to such an expert.”

(20) The following Schedule-1 and Schedule-2 shall substituted
for Schedule-1 and Schedule-2:
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(a)

(b)

(€)

(d)
Group 2.
(a)
(b)
(c)
(d)
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Schedule-1

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

Paddy, rice, wheat, maize, barley, millet, icgat, pulses,
flour, rye flour, grains, peas, chickpeas, kidpeas, beans and

similar basic unprocessed food materials and#heracts,

uberous roots,
ablaubetous roots,

Green and fresh vegetable, fresh fruits,
and fruits, vegetables and as use
fresh and unprocessed agro-| s. (Except thosdée
supplied hotels, restaura S, guest housdsteda and

other similar organizati

Unprocessed cash crops/cereals (such as sogarcmtton,

cardamom, gi and saffron, flax, unprocesseddod, tea leaf
sold by far

fertilize

proved orthodox tea producinggibiological
ee, soybean, ground-nuts, rapeds@eustard seed,

0 geda, sunflower, sesamum seed) and oil-cake.
{erbs (including their extracts)

Goods of Basic Needs:

Unprocessed mustard oil.

Piped water, including water supplied by tasker

Wood and coal.

Kerosene (Except fuel of aircraft).
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(e) Salt.
Group 3. Live Animals and animal products

(@) Goats, sheep and mountain goats, yak and bsffddore and
pigs, rabbit and other such animal and their urgssed raw

edible food items.

(b) Cows and she buffalos, she goats, and thein fnalk, (including

pasteurized), Fresh curd, bees and bee hives.

(c) Ducks, hens, cocks, turkey and similar itheir fresh

meat and unprocessed raw items and
(d)  Fresh or dried fish (except other tl
4. Agricultural inputs
(@) Seeds of any crops
d soil conditioners.

(b)  Manure, fertiliz:

(c) Tools used griculture : Hand tools, mattocks, picks, forks

axes, bill hooks and similar hewinggosécateurs of
, scythes, sickles, hay knives, other tihamd saws,
ge shears, timber wedges, ploughshare and wbkr of a

kind used in agriculture.
(d) Insecticides, fully or partially used only forops.

(e) Use in agriculture function Tractors, -cultiveto tantalum,
levelers, harvesting or threshing machine, thresHeshing nets,
to Eight horse power up to pumping sets and upGangters

hose pipe.
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() Utensils for feeding poultry feed, box for ckén (challa), and

crate for keeping egg.
(90 Feed and ingredient of feed supplements.
Group 5.  Medicine, Medical and Similar Health service

(@) Medical or surgical services provided by heaistitution

operated in Government ownership.

(b)  Human blood and human blood items and vaccines.

(©) Human or animal organs or tissue for m

(d) Medicaments for treatment of i

family planning means.

(e) Goods made for, and only for the usendirm and

disabled persons.
()] X-ray film and c gas to be used for treatin and

(9)

Group 6: E
(@) Research related acts in schools or univesgsitie

(b)  Getting purpose for non-profit, Vocational apfessional

trainings or refresher trainings.
(c)  Educational services provided by schools andeusities.
Group 7:  Books, newspapers and printed materials

(@) Books, newsletters and periodicals publications
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(b)  Newsprint.
Group 8:  Artistic and cultural goods and services, carving&rvices

(@) Painting, handicratfts, carving and similar oth@ndicrafts and

related services.
(b)  Cultural programs.

(© Admission fees to libraries, museums, art mose zoos and

botanical gardens, and national parks.

Group 9: Passengers and goods transportation serv

aliexcept cabal car)
tiriae to supply).

Air transport, non tourist passenger t

and goods carrier service (except tra

Group 10: Personal or Profession

Personal services rendere artists, sportspgrsarthors, writers,

designers, translato interpreters institadigror individually.

Group 11: Other go services:

1. services (only those provided by the @Gowent of
(@)  Services of conveyance or transfer of lettersney and
postal packets.
(b)  Other services required for the services ofvegance or
transfer of letters, money and postal packets.
(c) Postage stamps.
2. Financial and insurance services.
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10.

11.

12.

13.
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Bank notes and cheque books:
(@) Printing and issue of bank notes.
(b)  Supply of bank notes from foreign countrie®iitepal.

(c) Cheque books.

Gold and silver:

(@) Gold, gold coins and gold orname

(b)  Silver, silver coins (Except o ver ngadade goods

and ornaments).
Electricity.
Raw wool.
Battery operat

po and their chassis aniyat

ower and wind power operated hmac and

ecommended by Alternate Energy Center.
afts, helicopters, fire enginBé&mcal), ambulances.
Jute products.

Industries and machine up to 5 percent custumg as falling
under Part 84 of the Customs Tariff.

Woolen carpet and woolen carpet weaving, dyvaghing and
knitting.

Cotton sariLungi, Dhoti (for both men and womenj;amcha

and cotton yarn.
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Group 13:

Note:

14.

15.

16.

17.

18.
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Cotton thread.

Woolen yarn used in domestic hand kitteningwedater (except

artificial and acrylic.

Donated goods received for any natural calamitior
philanthropic purpose, as approved by the MinisthyfFinance,

Government of Nepal.

Goods of personal use that do not attract msstuty and are

imported under the Luggage and Baggage Ordertfacili

The value added tax collected by tex

stick) industries and the domestic
ingot using cent percent do ron scrap inirtivalue
addition shall be refunded ose industries r@squibed by

Government of Nepal.

Provided using cent percent domestic iroraps

industry sha :

unded only Fifty percent fromin collected

tax.

hase, sale and rental of lands and buildingsefa the
services provided by such entities carrying on hess such as

hotels and guest houses).
Betting, casinos and lotteries

Activities relating to facilities provided for therganization of

bets or gambling, and lottery.
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The Department, as prescribed, and in consultatitnthe Department
of Customs, interpretation of the goods and sesviegjoying tax

emption and the Harmonized Code of Commoditieseasssary.
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Schedule-2
(Relating to Sub-section (2) of Section 7)
Goods and services subject to zero rate

Goods and services purchased or imported by Higdthathe King, His
Majesty the Queen, His Royal Highness the Crowmderiand other
members of the Royal family.

Goods exported from Nepalif it is proved that go

s are supplied as
follows:

(a) Goods exported outside Nepal,

(b) Goods shipped for use as on an intemedtiflight of

which destination is out [, or

(€)

ternational flight dfietr destination is

il sale or supply or consuompt

Services to be su d to persons outside Nepal

(@) of services by a person residing irp&eto a person
e Nepal, who has no business transactionjndass

presentative or legally recognized agent in Nepal

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

registered in Nepal to a person who is residingidatNepal.
Goods or services imported by a person enjoyiplgmatic facility.

Zero rate facility shall be available to med&industries if the industry

desires for such a facility.
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If any previous treaty or agreement provideshar sales tax exemption
on imports, and local purchase is made from thistexgd taxpayers, on
the recommendation of the concerned project, thiitfaof zero rate

shall be provided on such supplies, so long as geetty or agreement

is in effect.
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Financial Ordinance, 2060 (2003)

Date of Authentication and Publication

2060.4.1(17 July 2003)

Ordinancenumber 7 of the year 2060

An Ordinance Made to Implement Proposals Relating td-inance of the

Government of Nepal

Preamble Whereas, it is expedient to levy some ch gties, cesses

and fees, continue or alter the existing ones dsul the laws in force
relating to revenue administration in order to i e proposals relating
to finance of the Government of Nepal an nmdrRarliament is not in

session;

Now, therefore, be it ena y His Majesty thagKiGyanendra Bir

Bikram Shah Dev, in accord Articles 72 oh&titution kingdom of

Nepal, 2047(1990).

1. Short title and.commencement(1) This Act may be called as the
“Financ nce, 2060 (2003)."

is ordinance come into force immediately.

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

(1) The following Clause (t) shall be substituted €lause (t):

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

Act, and this term includes a section office, dioec
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and deputy director at the Department or such
other officer designated by the Government of
Nepal authorizing to exercise the powers of Tax
Officer under this Act.”

(2) The following Sub-section (1) shall be subsatu for Sub-

section (1) of Section 7:

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

single rate of Ten percent.”

(3) The following Clause (d1) shall be ins
Sub-section (1) of Section 11:

ause (d) of

“(d1l) If the taxpayer is° 0 gives zero retwm

does not give irn at all within a consecutive

(4)  The following Secti . Shall be inserteteaSection 12:

“12A. Taxa ie of timber transaction (1) There shall be

and collected tax on the amount of royaltyhe
per of national forest or the amount of auction,
hichever is higher, at the time of auction, reéeas saw

order, whichever is earlier.

(2) If the timber of a personal cultivated, private
forest or community forest for business purpose and
despite that royalty is not chargeable, tax shalldviable

as if it were the timber of national forest.”
(5) Of Section 14,-

(@) The following proviso shall be inserted in Ssdztion (1):

79

www.lacommission.gov.np



www.lacommission.gov.np

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

that he or she is not registered.”

(b) The following Sub-sections (4) and (5) shall ibserted

after Sub-section (3):

“(4) A person who purchases goods or service

worth more than Ten Thousand R for commercial
purpose is required to take an ir
person. The invoice shall b

such goods.”

“(5) The Depal

invoices by usi

may order taxpayers to issue
sh machine or computer. Rioes
of such ord | be as prescribed by the Directo

Gener

(6) The followi b-section (3) shall be insertdter Sub-section

n 15:

" %(3) Notwithstanding anything contained in Sub-fmus
(1) and (2), a Local Body or Government of Nepallshave to
collect or recover tax at the time of sale of tdgafoods or

services.

(7) The following Sub-section (1a) shall be insértafter Sub-

section (1) of Section 16:

“(1a) The Department may have continuous acce$seo

computer database of taxpayers.”
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(8) The following Section 16B. shall be insertetkaSection 16A:

“16B. Deduction of tax paid on goods in the event tdss In

the event of loss and damage due to arson, thosfident,
wear and tear or expired the date of uses goodsloé
added tax paid on the goods shall be deducted as
prescribed.”

(9) The following Sub-section (5b) shall be insdrtafter Sub-
section (5a) of Section 17:

“(5b) The concerned taxpayer sh
tax paid pursuant to Section 12A. and
15.”

ec®)rof Section

(10) Of Section 18,-

(@) The words “o stered post” shall be e after

the Tax Officer” contained in Sub

following Sub-sections (1a) shall be insartafter
ection (1):

“(1a) Notwithstanding anything contained in Sub-
section (1), a taxpayer in a district where theseno
Inland Revenue Office may furnish the amount of tax
returns to be paid and submitted by him/her witke th
Office of Funds and Accounts Controller of the same
district within the Fifteenth day of the month irhah
he/she has to furnish the tax returns paying tke The
Office of Funds and Accounts Controller shall fordvéhe
returns of tax and payment of tax so received &oltand

Revenue Office within Seven days.”
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(11) Sub-section (2) of Section 21 shall be delete
(12) The following Sections 23C shall be inserté&dreSection 23B.:

“23C. Purchase of goods of under invoicing1) If any person

sells any goods by under invoicing, showing thdirsgl
price lesser than the prevailing market price, e
Officer shall, notwithstanding anything contained the

laws in force, withhold the goods in stock similarthose

goods so under invoiced and sold and the InlanceiRes/

(3) The goods purchased or caused to be purchased
pursuant to Sub-sections (1) and (2) may be sold or
caused to be sold at such price and in accordattbe w
such procedures as may be specified by the Director

General.”

(13) The following Sub-section (1a) shall be itsdr after Sub-
section (1) of Section 25:

“(1a) Notwithstanding anything contained in Subtset

(1), a diplomatic body or diplomat on the purchasdaxable
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goods or services shall not be refunded if the arhpurchase is

less than One Thousand Five Hundred Rupees aimeg t

The following Sub-section (2) shall be subgad for Sub-

section (2) of Section 26:

“(2) For the purposes of Sub-section (1), the i@ténterest

shall be Fifteen per cent per annum.”

Of section 29

(@) The following Clause (c) shall be tufed Clause

(c) of Sub-section (1):

“(c) In the event of violat
of Section 14,

ub-sections énd (4)

instance fine g recover the liable tax.”

(b) The following Clause (e) shall be inserted rafte

d) of Sub-section.
(e) Infringing Section 23c.
wing Section 30A. shall be insertdter Section 30:

. Power _to_order _for reassessment of tax(1) In cases

where, before tax is assessed, it appears from the

information given to the Director General that agyion
relating to the assessment of tax is about toregutar or

has been irregular, the Director General may, l@ceting

a memorandum clearly setting out the reasons, give

direction to the concerned Tax Officer to make

reassessment of tax or order any other Tax Officaito

that act.
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(2) In cases where it appears that tax liabilitg ha
increased because of tax assessment made by the Tax
Officer recklessly or withmala fide intention, the Director
General may give order to amend such tax assessment
order within Four months after the date of initialx

assessment.”
(17) The following Section 31A. shall be substitifer Section 31A:

“31A. Application may be made for administrative review
decisairtax

(1) A person who is not satisfied wit
assessment made by the Ta icer may make an
application to the Departme st the decigwihin

Thirty days of the date eipt of a notice baitt

decision.
(2) In here the time limit for making
applicatio stant to Sub-section (1) expires any

perso
with

an application for the extensiomud timit
ven days from the date of expiration & thme
th Department may extend the time limit far
r|d not exceeding Thirty days from the date of

expiration of the time limit.

(3) A taxpayer who makes an application pursuant
to Sub-section (1) has to pay total undisputed arnhofi
tax, out of the amount of tax assessed, and depioSitty
percent cash of fine or furnish bank guaranteeiciicash

out of the disputed tax assessed.

(4) If the claim of the applicant appears to bestru
upon examining the evidence and documents incluiteg

application made by the taxpayer pursuant to Sabese
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(1), the Director General may, by executing a
memorandum setting out the clear reasons, void tipat
assessment order and direct the concerned TaxeOffic
make re-assessment of tax or order any Tax Offwelo

that act.

(5) The Department shall make decision on the
application within ninety days after the date okmg of

application pursuant to Sub-section (1).

(6) If the Department does no decision wthi

the time limit as referred to Ib-section (4he't
concerned person may mak ppeal to the Revenue

Tribunal pursuant to Sec
(18) The following Section 3 substitutedSection 32:

“32. Appeal in the " enue Tribunal (1) A person who is

ith an order of suspension made Hey t
neral pursuant to Section 30 or a da&tisi
the Department pursuant to Sub-sectiorof(4)
tion 31A. may file an appeal in the Revenueurrd

according to the Revenue Tribunal Act, 2031.

(2) The person who files an appeal pursuant to
Sub-section (1) has to register a copy of the dppeh
the Department within Fifteen days of the dateilofg

appeal.”
(19) The following Section 34A. shall be insertdter Section 34:

“34A. Power to have expert's serviceThe Government of

Nepal may obtain the service of the concerned éxper

the act related to tax auditing; and the provisiom
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governmental secrecy mentioned in Section 37 sisd

apply to such an expert.”

(20) The following Schedule-1 and Schedule-2 shallsubstituted
for Schedule-1 and Schedule-2:
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“Schedule-1

(Relating to Sub-section (3) of Section 5)
List of VAT exempt goods and services
Group 1.  Basic Agricultural Products

(@) Paddy, rice, wheat, maize, barley, millet, wiogat, pulses,
flour, rye flour, grains, peas, chickpeas, kidpeas, beans and

similar basic unprocessed food materials an

(b) Green and fresh vegetable, fresh fruits;, fiesgis, tuberous roots,

and fruits, vegetables and as use bldéwetous roots,
fresh and unprocessed agro- s. (Except thosdée
supplied hotels, restauran , guest housdsteda and

other similar organizatio

()  Unprocessed ca s/cereals (such as sogar@atton,

cardamom, g nd saffron, flax, unprocesseddom, tea leaf

, proved orthodox tea producinggibimlogical
fertiliz ffee, soybean, ground-nuts, rapedseeustard seed,

eda, sunflower, sesamum seed) and oil-cake.
(d) erbs (including their extracts).
Group 2.  Goods of Basic Needs:
(@) Piped water, including water supplied by tasker
(b) Wood and coal.

(©) Kerosene (Except fuel of aircraft).

d) Salt.
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Group 3. Live Animals and animal products

(@) Goats, sheep and mountain goats, yak and bsffabore and
pigs, rabbit and other such animal and their ungssed raw
edible food items.

(b) Cows and she buffalos, she goats, and thein fnalk, (including

pasteurized), Fresh curd, bees and bee hives.

(c) Ducks, hens, cocks, turkey and similar othedditheir fresh

meat and unprocessed raw items and eggs.

(d)  Fresh or dried fish (except other than
4. Agricultural inputs

(@) Seeds of any crops an as mentioneaupdone.
(b) onditioners.

(© culture: Hand tools, mattocks, picks, forks

sed in agriculture.
(d) Insecticides, fully or partially used only forops.

(e) Use in agriculture function Tractors, -cultiveto tantalum,
levelers, harvesting or threshing machine, thresHeshing nets,
to Eight horse power up to pumping sets and upGangters
hose pipe.

) Utensils for feeding poultry feed, box for ckeén (challa), and

crate for keeping egg.
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Group 5.

(a)

(b)
(€)
(d)

(e)

(f)
(9)

Group 6: Education

(a)
(b)

(c)
Group 7:
(a)
(b)

Group 8:
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Feed and ingredient of feed supplements.
Medicine, Medical and Similar Health servics

Medical or surgical services provided by healttstitution

operated in Government ownership.
Human blood and human blood items and vaccines.
Human or animal organs or tissue for medieakarch.

Medicaments for treatment of livestock and«hankeeings and

family planning means.

Goods made for, and suitable he ukendrm and

disabled persons.
X-ray film and oxygen g used for treatitnand

“or imported by the mediindustries

to the extent a d by the Department of Drugagement.

related acts in schools or univessitie

ting purpose for non-profit, Vocational aoofessional

trainings or refresher trainings.

Educational services provided by schools andeusities.
Books, newspapers and printed materials

Books, newsletters and periodicals publications
Newsprint.

Artistic and cultural goods and services, carvingervices
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(@) Painting, handicrafts, carving and similar oth@ndicrafts and

related services.
(b)  Cultural programs.

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

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

Air transport, non tourist passenger transportafiexcept cabal car)

upply).

and goods carrier service (except transportatitaie
Group 10: Personal or Professional service:

Personal services rendered by arti rtspersarthors, writers,

designers, translators and interpr stitafigror individually.
Group 11: Other goods or servic

1. Postal servic y those provided by the @Gowent of

(a)

es of conveyance or transfer of lettersney and

postal packets.

Other services required for the services ofvegance or

transfer of letters, money and postal packets.
(c) Postage stamps.
2. Financial and insurance services.
3. Bank notes and cheque books:

(@) Printing and issue of bank notes.
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11.

12.

13.

14.

15.
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(b)  Supply of bank notes from foreign countrie®iitepal.
(c) Cheque books.

Gold and silver:

(@) Gold, gold coins and gold ornaments.

(b)  Silver, silver coins (Except others silver readade goods

and ornaments).

Electricity.

Raw wool.
Battery operated tempo and thej

Bio-gas, solar power a I power operatedhmac and

equipments recomm y Alternate Energy Center.

Aircrafts, helicop fire enginBémcal), ambulances.
Jute produ

Ind d machine up to 5 percent custumg as falling

Part 84 of the Customs Tatriff.

Noolen carpet and woolen carpet weaving, dyveghing and
knitting.

Cotton sariLungi, Dhoti (for both men and womenjsamcha

and cotton yarn.
Cotton thread.
Woolen yarn used in domestic hand kitteningwedater (except

artificial and acrylic.
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16. Donated goods received for any natural calamitior
philanthropic purpose, as approved by the MinisthyfFinance,

Government of Nepal.

17. Goods of personal use that do not attract msstuty and are

imported under the Luggage and Baggage Ordertfacili

18. The value added tax collected by textile oramgbnly wooden
stick) industries and the domestic industries poouy rod and

ingot using cent percent domestic iron scrap inirtivalue

addition shall be refunded to those indu

Government of Nepal.

Provided that, using cen domestic iroras

industry shall be refunded on percent fromin collected

tax.

Group 12: Lands and building

Group 13: casinos and lotteries

Activities relating to facilities provided for therganization of

bets or gambling, and lottery.

Note:

The Department, as prescribed, and in consultatitnthe Department
of Customs, interpretation of the goods and sesviegjoying tax

emption and the Harmonized Code of Commoditiesasssary.
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Schedule-2

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

Goods and services purchased or imported by Higdthathe King, His
Majesty the Queen, His Royal Highness the Crowmderiand other

members of the Royal family.

Goods exported from Nepalif it is proved that goods are supplied as

follows:
(@) Goods exported outside Nepal,

(b) Goods shipped for use on an intemedtiflight of

which destination is out epal, or

(c) Goods puton bo ternational flight dfiet destination is

outside Nep il sale or supply or consuompt

e Nepal, who has no business transactionjndass

representative or legally recognized agent in Nepal

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

registered in Nepal to a person who is residingidatNepal.
Goods or services imported by a person enjoyiplgmatic facility.

Zero rate facility shall be available to med&industries if the industry

desires for such a facility.
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If any previous treaty or agreement provideshar sales tax exemption
on imports, and local purchase is made from thistexgd taxpayers, on
the recommendation of the concerned project, thiitfaof zero rate

shall be provided on such supplies, so long as geetty or agreement

is in effect.
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Financial Ordinance, 2060 (2004)

Date of Authentication and the Publication

2060.10.1 (15 January 2004)
Ordinancenumber 19 of the year 2060

An Ordinance Made to Implement Proposals Relatingd Finance of
the Government of Nepal

Preamble Whereas, it is expedient to levy some ch gties, cesses

and fees, continue or alter the existing ones dsul the laws in force
relating to revenue administration in order to i he proposals relating

to finance of the Government of Nepal an nmdrRarliament is not in

session;

Now, therefore, be it ena by His Majesty thagkGyanendra Bir

Bikram Shah Dev, in accor with Articles TZonstitution kingdom of

Nepal, 2047(1990).

ymmencement(l) This Act may be called as the
inance, 2060 (2004)."

1. Short title 8

) This ordinance come into force immediately.

22. Amendment to the Value-added Tax Act, 2052 (1996f the
Value-added Tax Act, 2052 (1996),-

(1) The following Clause (t) shall be substituted €lause (t):

“(t)y “Tax Officer" means the Tax Officer, Chief T&{ficer and
the Chief Tax Administrator appointed by the Goveent
of Nepal for the purpose of this Act, and this term
includes a section office, director and deputy cdoe at
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the Department or such other officer designatedthay
Government of Nepal authorizing to exercise the graw

of Tax Officer under this Act.”

(2) The following Sub-section (1) shall be subsatu for Sub-

section (1) of Section 7:

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

single rate of Ten percent.”

(3) The following Clause (d1) shall be inserteteafClause (d) of

Sub-section (1) of Section 11.:

“(dl) If the taxpayer is o gives zero retam

[l within a consecutive

does not give r

period of On
(4) The following Sectio hall be inserteteafSection 12:

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

ollected tax on the amount of royaltyhe
of national forest or the amount of auction,
Ichever is higher, at the time of auction, re¢eas saw

.“order, whichever is earlier.

(2) If the timber of a personal cultivated, private
forest or community forest for business purpose and
despite that royalty is not chargeable, tax shalldviable

as if it were the timber of national forest.”
(5)  Of Section 14,-

(@) The following proviso shall be inserted in Ssdztion (1):
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“Provided that, a person who carries on annual
transaction of more than One Million Rupees shedue
invoices with serial number and permanent accounts
number as well as his or her name, and addresstelesp

that he or she is not registered.”

(b) The following Sub-sections (4) and (5) shall ibserted

after Sub-section (3):

“(4) A person who purchases goods or service worth

more than Ten Thousand Rupees f mercial parpos

gistepedson.
ile transportingcls

IS required to take an invoice frg
The invoice shall be kept

goods.

(5) The Depa

invoices by usi

may order taxpayers to issue
sh machine or computer. Riores

of such ord | be as prescribed by the Directo

(6)

b-section (3) shall be insertdter Sub-section

" %(3) Notwithstanding anything contained in Sub-&sts
(1) and (2), a Local Body or Government of Nepallshave to
collect or recover tax at the time of sale of tdgafpoods or

services.

(7) The following Sub-section (1a) shall be insértafter Sub-

section (1) of Section 16:

“(1a) The Department may have continuous accesbeo

computer database of taxpayers.”
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(8) The following Section 16B. shall be insertetkaSection 16A:

“16B. Deduction of tax paid on goods in the event tdss In

the event of loss and damage due to arson, thosfident,
wear and tear or expired the date of uses goodsaloé
added tax paid on the goods shall be deducted as
prescribed.”

(9) The following Sub-section (5b) shall be insdrtafter Sub-
section (5a) of Section 17:

“(5b) The concerned taxpayer sh owedddutt

tax paid pursuant to Section 12A. a ec®)of Section

15.”
(10) Of Section 18,-

(@) The words “o stered post” shall be e after

the Tax Officer” contained in Sub

wing Sub-sections (1a) shall be insérafter
ection (1):

“(1a) Notwithstanding anything contained in Sub-
section (1), a taxpayer in a district where theseno
Inland Revenue Office may furnish the amount of tax
returns to be paid and submitted by him/her witke th
Office of Funds and Accounts Controller of the same
district within the Fifteenth day of the month irhah
he/she has to furnish the tax returns paying tke The
Office of Funds and Accounts Controller shall fordvéhe
returns of tax and payment of tax so received &olland

Revenue Office within Seven days.”
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(11) Sub-section (2) of Section 21 shall be delete
(12) The following Sections 23C shall be insertédreSection 23B.

“23C. Purchase of goods of under invoicing1) If any person

sells any goods by under invoicing, showing thdiregl
price lesser than the prevailing market price, e
Officer shall, notwithstanding anything contained the

laws in force, withhold the goods in stock similarthose

goods so under invoiced and sold and the InlanceiRes/

(3) The goods purchased or caused to be purchased
pursuant to Sub-sections (1) and (2) may be sold or
caused to be sold at such price and in accordattbe w
such procedures as may be specified by the Director

General.”

(13) The following Sub-section (1a) shall be itsdr after Sub-
section (1) of Section 25:

“(1a) Notwithstanding anything contained in Subtset

(1), a diplomatic body or diplomat on the purchasdaxable
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(14) The following Sub-section (2) shall be sulsat for Sub-
section (2) of Section 26:
“(2) For the purposes of Sub-section (1), the i@ténterest
shall be Fifteen per cent per annum.”
(15) Of section 29
(@) The following Clause (c) shall be tufed Clause

(c) of Sub-section (1):

“(c) In the event of violat ub-sections énd (4)
of Section 14, F ousand Rupees for each
instance fine g recover the liable tax.”

(b) The following Clause (e) shall be inserted rafte

d) of Sub-section.
(e) Infringing Section 23c.
a6) T wing Section 30A. shall be insertdter Section 30:

www.lacommission.gov.np

goods or services shall not be refunded if the arhpurchase is

less than One Thousand Five Hundred Rupees aimeg t

. Power _to_order _for reassessment of tax(1) In cases

where, before tax is assessed, it appears from the

information given to the Director General that agyion
relating to the assessment of tax is about toregutar or

has been irregular, the Director General may, l@ceting

a memorandum clearly setting out the reasons, give

direction to the concerned Tax Officer to make

reassessment of tax or order any other Tax Officaito

that act.
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(2) In cases where it appears that tax liabilitg ha
increased because of tax assessment made by the Tax
Officer recklessly or with mala fide intention, tBerector
General may give order to amend such tax assessment
order within Four months after the date of initialx

assessment.”
(17) The following Section 31A. shall be substitlifer Section 31A:

“31A. Application may be made for administrative review
decisairtax

(1) A person who is not satisfied wit
assessment made by the Ta icer may make an
application to the Departme st the decigwihin

Thirty days of the date eipt of a notice baitt

decision.
(2) In here the time limit for making
applicatio stiant to Sub-section (1) expires any

perso an application for the extensiomud timit
: ven days from the date of expiration & thme
the Department may extend the time limit far
r|d not exceeding Thirty days from the date of

expiration of the time limit.

(3) The taxpayer who makes an application
pursuant to Sub-section (1) has to pay total undesb
amount of tax, out of the amount of tax assessaed, a
deposit of Fifty percent cash of fine or furnishnka

guarantee of such cash out of the disputed taxsesde

(4) If the claim of the applicant appears to bestru
upon examining the evidence and documents incluitieg

application made by the taxpayer pursuant to Sabese
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(1), the Director General may, by executing a
memorandum setting out the clear reasons, void tibat
assessment order and direct the concerned TaxeOffic
make re-assessment of tax or order any Tax Offwelo

that act.

(5) The Department shall make decision on the
application within Ninety days after the date ofking of

application pursuant to Sub-section (1).

(6) If the Department does no decision wthi

the time limit as referred to ib-section (4he t
concerned person may mak ppeal to the Revenue

Tribunal pursuant to Sec
(18) The following Section 3 substitutedSection 32:

“32. Appeal in the " enue Tribunal (1) A person who is

ith an order of suspension made Hey t
neral pursuant to Section 30 or a da&tisi
the Department pursuant to Sub-sectiorof(4)
tion 31A. may file an appeal in the Revenueurrd

,raccording to the Revenue Tribunal Act, 2031.

(2) The person who files an appeal pursuant to
Sub-section (1) has to register a copy of the dppeh
the Department within Fifteen days of the dateilofg

appeal.”
(19) The following Section 34A. shall be insertdiddaSection 34:

“34A. Power to have expert's serviceThe Government of

Nepal may obtain the service of the concerned éxper

the act related to tax auditing; and the provisiom
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governmental secrecy mentioned in Section 37 sisd

apply to such an expert.”

(20) The following Schedule-1 and Schedule-2 shallsubstituted
for Schedule-1 and Schedule-2:
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“Schedule-1

(Relating to Sub-section (3) of Section 5)
List of VAT exempt goods and services
Group 1.  Basic Agricultural Products

(@) Paddy, rice, wheat, maize, barley, millet, wiogat, pulses,
flour, rye flour, grains, peas, chickpeas, kidpeas, beans and

similar basic unprocessed food materials an

(b) Green and fresh vegetable, fresh fruits,

and fruits, vegetables and as use bldéwetous roots,
fresh and unprocessed agro- s. (Except thosdée
supplied hotels, restauran , guest housdsteda and

other similar organizatio

()  Unprocessed ca s/cereals (such as sogar@atton,

cardamom, gil ' nd saffron, flax, unprocesseddom, tea leaf

, proved orthodox tea producinggibimlogical
fertiliz ffee, soybean, ground-nuts, rapedseeustard seed,

eda, sunflower, sesamum seed) and oil-cake.
(d) erbs (including their extracts).
Group 2.  Goods of Basic Needs:
(@) Piped water, including water supplied by tasker
(b) Wood and coal.

(©) Kerosene (Except fuel of aircraft).

d) Salt.
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Group 3. Live Animals and animal products

(a) Goats, sheep and mountain goats , yak andlbsiffabore and
pigs , rabbit and other such animal and their uogssed raw
edible food items.

(b) Cows and she buffalos, she goats, and thein fnalk, (including

pasteurized), Fresh curd, bees and bee hives.

(c) Ducks, hens, cocks, turkey and similar othedditheir fresh

meat and unprocessed raw items and eggs.

(d)  Fresh or dried fish (except other than

4. Agricultural inputs
(@) Seeds of crops plants, 1ed above in géngp
(b) onditioners.
(©) culture: Hand tools, mattocks, picks, forks

sed in agriculture.
(d) Insecticides, fully or partially used only forops.

(e) Use in agriculture function Tractors, -cultiveto tantalum,
levelers, harvesting or threshing machine, thresHeshing nets,
to Eight horse power up to pumping sets and upGangters
hose pipe.

) Utensils for feeding poultry feed, box for ckeén (challa), and
crate for keeping egg.
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(90 Feed and ingredient of feed supplements.
Group 5.  Medicine, Medical and Similar Health service

(@) Medical or surgical services provided by heaistitution

operated in Government ownership.
(b)  Human blood and human blood items and vaccines.
(©) Human or animal organs or tissue for medieaearch.

(d) Medicaments for treatment of livestock and*~honheeings and

family planning means.

() Goods made for, and suitable he usendirm and

disabled persons.
()] X-ray film and oxygen g used for treaitn and

(99 Raw material pur “or imported by the mediindustries

to the extent a d by the Department of Drugagement.
Group 6: Education
related acts in schools or univessitie

(a)

ting purpose for non-profit, Vocational apfessional

(b)

trainings or refresher trainings.
(c)  Educational services provided by schools andeusities.
Group 7:  Books, newspapers and printed materials
(@) Books, newsletters and periodicals publications
(b) Newsprint.
Group 8:  Artistic and cultural goods and services, carvingarvices
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(@) Painting, handicrafts, carving and similar oth@ndicrafts and

related services.
(b)  Cultural programs.

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

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

Air transport, non tourist passenger transportafiexcept cabal car)

pply).

and goods carrier service (except transportatitaie
Group 10: Personal or Professional service:

Personal services rendered by arti rtspersarthors, writers,

designers, translators and interpr stitafigror individually.
Group 11: Other goods or servic

1. Postal servic ly those provided by the @Gowent of

(a)

es of conveyance or transfer of lettersney and

postal packets.

Other services required for the services ofvegance or

transfer of letters, money and postal packets.
(c) Postage stamps.
2. Financial and insurance services.
3. Bank notes and cheque books:

(@) Printing and issue of bank notes.
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(b)  Supply of bank notes from foreign countrie®iitepal.

(c) Cheque books.

Gold and silver:
(@) Gold, gold coins and gold ornaments.

(b)  Silver, silver coins (Except others silver readade goods

and ornaments).

Electricity.
Raw wool.
r chassis anekyat

Battery operated tempo

Bio-gas, solar power and wind power operatedhmacand

equipments recommended by Alternate Energy Center.

Aircrafts, ers, fire engineDémcal), ambulances and

dustries and machine up to 5 percent custiuig as falling

under Part 84 of the Customs Tatriff.

Woolen carpet and woolen carpet weaving, dywaghing and

knitting.

Cotton sarilLungi, Dhoti (for both men and womenjsamcha

and cotton yarn.

Cotton thread.
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18.

Group 12: Lands and

Group 13:

Note:
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Woolen yarn used in domestic hand kitteningwedater (except

artificial and acrylic.

Donated goods received for any natural calamitior
philanthropic purpose, as approved by the MinisthyfFinance,

Government of Nepal.

Goods of personal use that do not attract msstuty and are

imported under the Luggage and Baggage Ordertfacili

&
rod and

crap inirtvalue

The value added tax collected by textile oramgbnly wooden

stick) industries and the domestic indu
ingot using cent percent domestic
addition shall be refunded to the: stries r@squibed by

Government of Nepal.

Provided that, ent percent domestic iroras

industry shall be refu d nIy Fifty percent fromn collected

tax.

"~ sale and rental of lands and buildingsef#¢ the
s provided by such entities carrying on hess such as

tels and guest houses).
Betting, casinos and lotteries

Activities relating to facilities provided for therganization of

bets or gambling, and lottery.
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The Department, as prescribed, and in consultatitnthe Department
of Customs, interpretation of the goods and sesviegjoying tax

emption and the Harmonized Code of Commoditieseasssary.
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Schedule-2
(Relating to Sub-section (2) of Section 7)
Goods and services subject to zero rate

Goods and services purchased or imported by Higdthathe King, His
Majesty the Queen, His Royal Highness the Crowmderiand other
members of the Royal family.

Goods exported from Nepalif it is proved that go

s are supplied as
follows:

(a) Goods exported outside Nepal,

(b) Goods shipped for use as on an intemedtiflight of

which destination is out [, or

(€)

ternational flight dfietr destination is

il sale or supply or consuompt

Services to be su d to persons outside Nepal

(@) of services by a person residing irpdeto a person
e Nepal, who has no business transactionjndsass

presentative or legally recognized agent in Nepal

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

registered in Nepal to a person who is residingidatNepal.
Goods or services imported by a person enjoyiplgmatic facility.

Zero rate facility shall be available to med&industries if the industry

desires for such a facility.
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If any previous treaty or agreement provideshar sales tax exemption
on imports, and local purchase is made from thistexgd taxpayers, on
the recommendation of the concerned project, thifitfaof zero rate

shall be provided on such supplies, so long as geetty or agreement

is in effect.”
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Financial Ordinance, 2061 (2004)

Date of Authentication and Publication

2061.4.1 (16 July 2004)

Ordinance number 3 of the year 2061

An Ordinance Made to Implement Proposals Relatingd Finance of
the Government of Nepal

Preamble Whereas, it is expedient to levy some ch aduties, cesses

and fees, continue or alter the existing ones sa nd the laws in force
relating to revenue administration in order ¢ t the proposals relating
to finance of the Government of Nepal t the nmirRarliament is not in

session;

Now, therefore, be it ted by His Majesty thagkGyanendra Bir

Bikram Shah Dev, in acc ce with Articles 72Cainstitution kingdom of

Nepal, 2047(1990).

ommencement(1l) This Act may be called as the
rdinance, 2061 (2004)."

(2) This ordinance come into force immediately.

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

(1) The following Clause (t) shall be substituted €lause (t):

“(t)y “Tax Officer" means the Tax Officer, Chief Tax
Officer and the Chief Tax Administrator appointed

by the Government of Nepal for the purpose of this
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Act, and this term includes a section office, dioec
and deputy director at the Department or such
other officer designated by the Government of
Nepal authorizing to exercise the powers of Tax
Officer under this Act.”

The following Section 5A. Shall be substitufed Section 5A:

“5A. Tax not to be levied on transfer of ownership of

transactions.  Notwithstanding anything contained

elsewhere in this Act, in cases whe registeperdon

sells the transaction being carrie by himeartb any
action is fearesl in
tue of death hstransfer

subject to tax. The perso

other registered person or tk
the name of his or her he
of ownership shall |
registered in so s or transferring the tratisa shall

give informati

f to the Department as pibsd.

that a person who registered for

ollowing Sub-section (1) shall be subsatl for Sub-

ction (1) of Section 7:

The rate of tax to be levied pursuant to ¥t shall be in

single rate of Ten percent.”

The following Section 8A. shall be inserteteafSection 8:

“8A. Provision of bank guarantee (1) A productive industry

that exports more than ninety percent of the tetdd of
the last Twelve months after minimum Twenty percent
value added, raw materials or subsidiary raw nelteri
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required to produce the goods in the quantity gfarhto

be imported by furnishing a bank guarantee.

(2) The bank guarantee furnished pursuant to Sub-
section (1) and it shall be released from accordamth

the procedures prescribed by the Department.

(5) The following Clause (d1) shall be insertdteraClause (d) of
Sub-section (1) of Section 11:

“(dl) If the taxpayer is one who gives zero retwm

does not give return at a ~a consecutive

period of One year,”
(6) The following Section 12A. Sh serteteafSection 12:

“12A. Taxable value of ti trnsaction (1) There shall be

levied and co _ X on the amount of royaltyhe

timber of ional forest or the amount of auction,
higher, at the time of auction, reéeas saw

ichever is earlier.

(2) If the timber of a personal cultivated, private
orest or community forest for business purpose and
despite that royalty is not chargeable, tax shalldviable

as if it were the timber of national forest.”
(7)  Of Section 14,-
(@) The following proviso shall be inserted in Ssdztion (1):

“Provided that, a person who carries on annual
transaction of more than One Million Rupees shsdue

invoices with serial number and permanent accounts
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number as well as his or her name, and addresstelesp

that he or she is not registered.”

(b)  The following Sub-sections (4) and (5) shall ibserted
after Sub-section (3):

“(4) A person who purchases goods or service worth
more than Ten Thousand Rupees for commercial parpos
IS required to take an invoice from the registepedson.

The invoice shall be kept with while transportingcls

goods.

(5) The Department m axpayers to issue

of such order shall b escribed by the Directo
General.” |
(8)  The following Sub-secti 3) shall be insertdtkr Sub-section

(2) of Section 15

standing anything contained in Sub-g&t$
(1) a a Local Body or Government of Nepallshave to
or recover tax at the time of sale of tdgafoods or

”

ces.

(9) The following Sub-section (1a) shall be insdrtafter Sub-

section (1) of Section 16:

“(1a) The Department may have continuous acce$seo

computer database of taxpayers.”
(10) The following Section 16B. shall be inserté@@Section 16A:

“16B. Deduction of tax paid on goods in the event tdss In

the event of loss and damage due to arson, tlosfident,
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wear and tear or expired the date of uses goodsaloé
added tax paid on the goods shall be deducted as

prescribed.”
(11) Of Section 17,-

(@) The words "high price" shall be deleted cordgdinn
Clause (d) of Sub-section (2).

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

Sub-section (5a):

all be allowed to
that were rbajoloor
loan agreement under

“(5a) The concerned taxp:
deduct tax paid on the capitat

purchased by entering

ection 18,-

(@) The words “or by registered post” shall be itess® after
the words “before the Tax Officer” contained in Sub

section (1).

(b) The following Sub-sections (1a) shall be insdrtafter
Sub-section (1):

“(1a) Notwithstanding anything contained in Sub-

section (1), a taxpayer in a district where theseno
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Inland Revenue Office may furnish the amount of tax
returns to be paid and submitted by him/her witke th
Office of Funds and Accounts Controller of the same
district within the Fifteenth day of the month irhah
he/she has to furnish the tax returns paying tke The
Office of Funds and Accounts Controller shall fordvéhe
returns of tax and payment of tax so received &olland
Revenue Office within Seven days.”

(13) Of Section 19,-

(@) The following Sub-section (2) . subs#itl for

Sub-section (2):

“(2) If a taxpaye not pay the tax withire th

time limit specifi section (1), an extraame of

Ten percent p m shall be imposed on the anadun

(b)

vord and number “or (3)” shall be deletedtained
' Sub-section (4).

The word and number “and (3)” shall be deleted

contained in Sub-section (5).
(14) Sub-section (2) of Section 21 shall be delet
(15) The following Sections 23C shall be insertéidreSection 23B.

“23C. Purchase of goods of under invoicing1) If any person

sells any goods by under invoicing, showing thdiregl
price lesser than the prevailing market price, e
Officer shall, notwithstanding anything contained the
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laws in force, withhold the goods in stock similarthose
goods so under invoiced and sold and the InlanccRey
Office may purchase or cause to be purchased the at

the price under invoiced and sold.

(2) If, in purchasing or caused to be purchased the
goods by the Department or Office pursuant to Sub-
section (1), such a person does not agree tonselidods,
the Department of office shall take such goodsts: i

custody, make calculation on the basis of the pdte

which they were under invoice Id and make

payment when such a pe WS up to receive

payment.

(3) The goods |

pursuant to Sub

ed or caused to be purchased
ons (1) and (2) may be sold or

caused to be at such price and in accordaitbe w

“(1a) Notwithstanding anything contained in Subtset

(1), a diplomatic body or diplomat on the purcha$daxable
goods or services shall not be refunded if the arhpurchase is

less than One Thousand Five Hundred Rupees aimeg t
The following Sections 25A. shall be inserédigér Section 25:

“25A. Refund of tax paid by foreign tourist on purclase If a

foreign tourist visiting Nepal and returning by air

purchases taxable goods of more than Fifteen Timousa
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Rupees and takes them with him or her, the tax paid
such goods shall be refunded in accordance with the

procedures specified by the Department.”

(18) The following Sub-section (2) shall be sulo¢ad for Sub-

section (2) of Section 26:

“(2) For the purposes of Sub-section (1), the w@ténterest

shall be Fifteen per cent per annum.”

(19) Of section 29

(@) The following Clause (c) shall b tufed Clause

(c) of Sub-section (1):

f Sub-sections @hd (4)

“(c) In the event of vi
Thousand Rupees for each

of Section
uding recover the liable tax.”

(b) The foll ub-section (1a) shall be inséradfter Sub-

"In the event of lessening tax liability witlio
observing this Act or the Rules framed under this
Act, the Tax Officer may fine up to Twenty Five
percent of the amount of tax, on the grounds as

specified by the Department.”

(c) The following Sub-section (2) shall be subsath for
Sub-section (2):
“(2) If a person commits any of the following offess,

the Tax Officer may impose a fine of cent percdnt o

the amount of tax or an imprisonment up to Six
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months or both the fine and the imprisonment on

such a person:

(@) Preparing false accounts, invoices or other

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

(c) If an unregistered person acts as if he/she

were a registered person,;

(d)  Transaction in Infringing
(e) Infringing Section
(20) The following Section 30A. sh sertdkaSection 30:

“30A. Power _to_order sessment of tax(1) In cases

s assessed, it appears from the

morandum clearly setting out the reasons, give
direction to the concerned Tax Officer to make
reassessment of tax or order any other Tax Officaito
that act.

(2) In cases where it appears that tax liabilitg ha
increased because of tax assessment made by the Tax
Officer recklessly or with mala fide intention, tBerector
General may give order to amend such tax assessment
order within Four months after the date of initialx

assessment.”

(21) The following Section 31A. shall be substitlifer Section 31A:
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“31A. Application may be made for administrative review

(1) A person who is not satisfied with any decisadriax
assessment made by the Tax Officer may make an
application to the Department against the decigwihin
Thirty days of the date of receipt of a notice bétt
decision.

(2) In cases where the time limit for making
application pursuant to Sub-section (1) expires any

person makes an application for the extensiomad timit

within Seven days from the date
limit, the Department may

period not exceeding Th ys from the date of

e by the taxpayer pursuant to Schese

irector General may, by executing a

ssment order and direct the concerned TaxeOfic
ake re-assessment of tax or order any Tax Offaeeto

that act.

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

application pursuant to Sub-section (1).

(5) If the Department does not give decision withi
the time limit as referred to in Sub-section (4he't
concerned person may make an appeal to the Revenue

Tribunal pursuant to Section 32.”

122

www.lacommission.gov.np



www.lacommission.gov.np

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

“32.

(23) The following Section 32A. sh

“32A. Advance ruling

Appeal in the Revenue Tribunal (1) A person who is

not satisfied with an order of suspension made Hey t
Director General pursuant to Section 30 or a dauisi
made by the Department pursuant to Sub-sectiorof(4)
Section 31A. may file an appeal in the Revenueur#d)

according to the Revenue Tribunal Act,2031.

(2) The person who files an appeal pursuant to
the dpypeh
e dateilofg

Sub-section (1) has to register a ¢
the Department within Fifteen da

appeal.”
seradter Section 32:

person makes an application in

writing to rtment for the removal of any

confusio 0 the application of this Act, thepBement

version by an advance ruling as phest,

g the person in writing.

(2) Notwithstanding anything contained in Sub-

“section (1), the Department shall not be entitiedssue

an advance ruling referred to in Sub-section (1)aow
matter of confusion occurred in the implementatdthis
Act in cases where such mattersi judice in the court

or has already been decided by the court.”

(24) The following Section 34A. shall be insertdter Section 34:

“34A. Power to have expert's serviceThe Government of

Nepal may obtain the service of the concerned éxper

the act related to tax auditing; and the provisiom
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governmental secrecy mentioned in Section 37 sisd

apply to such an expert.”

(25) The following Schedule-1 and Schedule-2 shall substituted
for Schedule-1 and Schedule-2:

Schedule-1
(Relating to Sub-section (3) of Section 5)

List of VAT exempt goods and services

Group 1.  Basic Agricultural Products

(a) Paddy, rice, wheat, maize, ba et, iogat, pulses,

flour, rye flour, grains, peas, as, kidpeys, beans and

similar basic unprocesse terials and theracts.

(b) Green and fresh vegetable, fresh fruits, fiesgs, tuberous roots,

and fruits, vegetables and as use in vegetabldwdetous roots,

fresh and “essed agro-products. (Except thosde
restaurants, bars, guest housdsteda and

organizations).

(© ocessed cash crops/cereals (such as suogar@mtton,
ardamom, ginger and saffron, flax, unprocesseddot shall be
sold by farmers, tea leaf, proved orthodox tea pcoty using
biological fertilizer, seed of coffee, soybean,ugrd-nuts, rape-
seed, mustard seeshrsyu seed sunflower seeqd sesamum seed)

and oil-cake.
(d)  Herbs (including their extracts).
Group 2.  Goods of Basic Needs:

(@) Piped water, including water supplied by tasker
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Wood and coal.
Kerosene (Except fuel of aircraft).

Salt.

Group 3. Live Animals and animal products

(a)

(b)

(€)

(d)

(d)
(e)

Agricultural inputs

Goats, sheep and mountain goats , yak andlbsiffabore and
pigs , rabbit and other such animal and their uogssed raw

edible food items.

Cows and she buffalos, she goats, and t , (including

pasteurized), Fresh curd, bees and

Ducks, hens, cocks, turkey a ar othedditheir fresh

meat and unprocessed ra  and eqggs.

Fresh or dried fish (exc her than packed).

and rakes, axes, bill hooks and similar hewingdpsécateurs of

any kind, scythes, sickles, hay knives, other tihamd saws,
hedge shears, timber wedges, ploughshare and tiblsr of a

kind used in agriculture.
Insecticides, fully or partially used only forops.

Use in agriculture function Tractors, cultivato tantalum,

levelers, harvesting or threshing machine, thresHeshing nets,
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to Eight horse power up to pumping sets and upGangters
hose pipe.

() Utensils for feeding poultry feed, box for ckén (challa), and
crate for keeping egg.

(90 Feed and ingredient of feed supplements.
Group 5.  Medicine, Medical and Similar Health service

(@) Medical or surgical services provided by heaistitution

operated in Government ownership.
(b)  Human blood and human blood ite ccines.
(©) Human or animal organs or ti

medieakarch.

(d)  Medicaments for treat ivestock and haonteeings and

family planning mea

(e) Goods mad d suitable only for the ulsendirm and
disabled pe

)] 1d oxygen gas to be used for treatiy and

(9)

material purchased or imported by the niedimndustries

the extent approved by the Department of Drugag@ment.
Group 6: Education
(@) Research related acts in schools or univessitie

(b)  Getting purpose for non-profit, Vocational apfessional

trainings or refresher trainings.

(c)  Educational services provided by schools andeusities.
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Group 7:  Books, newspapers and printed materials
(@) Books, newsletters and printing and publicatlereof.
(b)  Newsprint.
Group 8:  Artistic and cultural goods and services, carvingarvices

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

related services.

(b)  Cultural programs.

(©) Admission fees to libraries, museu mose zoos and

botanical gardens, and national

Group 9: Passengers and goods transpo

Air transport, non tourist r transportafiexcept cabal car)

and goods carrier service, (exe transportatitatee to supply).

Group 10: Personal or sional service:

Personal s rendered by artists, sportspgrsarthors, writers,

designe 1slators and interpreters institadigror individually.

Group 11: r goods or services:

1. Postal services (only those provided by the @Gowent of
Nepal):

(@)  Services of conveyance or transfer of lettersney and

postal packets.

(b)  Other services required for the services ofvegance or

transfer of letters, money and postal packets.
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(c) Postage stamp.

Excise duty stamp.

Financial and insurance services.
Bank notes and cheque books:

(@) Printing and issue of bank notes.

(b)  Supply of bank notes from foreign countrie®iitepal.

(¢) Cheque books.
Gold and silver:
(@) Gold, gold coins and go

(b)  Silver, silver coin pt others silver rgadade goods

Electricity.
Raw w
perated tempo and their chassis ang:iyat

-gas, solar power and wind power operatedhmac and

equipments recommended by Alternate Energy Center.
Aircrafts, helicopters, fire enginBdmcal), ambulances,
Jute products.

Industries and machine up to 5 percent custumg as falling
under Part 84 of the Customs Tariff.
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Woolen carpet and woolen carpet weaving, dywaghing and

knitting.

Cotton sarilLungi, Dhoti (for both men and womenj;amcha

and cotton yarn.
Cotton thread (Sub-heading no of custom 52@b5207)

Woolen yarn used in domestic hand kitteningwedater (except

artificial and acrylic.

calamitior
istiyFinance,

Donated goods received for any n
philanthropic purpose, as approved by

Government of Nepal.

Goods of personal use that.d attract musstbuty and are

imported under the Luggag aggage Ordertfacili

The value added t cted by textile oramgbnly wooden

stick) industrie .the domestic industries ponay rod and
ingot using percent domestic iron scrap inirthvalue
be refunded to those industries r@squibed by

nt of Nepal.

Provided that, using cent percent domestic iroras
industry shall be refunded only Twenty Five percgam own

collected tax.

Group 12: Lands and buildings

Group 13:

Purchase, sale and rental of lands and buildingsefe¢ the
services provided by such entities carrying on hess such as

hotels and guest houses).

Betting, casinos and lotteries
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Activities relating to facilities provided for therganization of

bets or gambling, and lottery.
Note:

The Department, as prescribed, and in consultatitnthe Department
of Customs, interpretation of the goods and sesviegjoying tax

emption and the Harmonized Code of Commoditieseasssary.
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Schedule-2

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

Goods and services purchased or imported by Higdthathe King, His
Majesty the Queen, His Royal Highness the Crowmderiand other

members of the Royal family.

Goods exported from Nepalif it is proved that goods are supplied as

follows:
(@) Goods exported outside Nepal, o,

(b) Goods shipped for use on an intemedtiflight of

which destination is out al, or

(c) Goods put on bo ternational flight dfiet destination is

outside Nep il sale or supply or consuompt

e Nepal, who has no business transactionjndass

representative or legally recognized agent in Nepal

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

registered in Nepal to a person who is residingidatNepal.

Goods or services imported by a person or nmssigoying diplomatic
facility and a person serving in a diplomatic nussienjoying tariff
facility, on the recommendation of the Ministry Bbreign Affairs,

Government of Nepal.
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Zero rate facility shall be available to med&industries if the industry

desires for such a facility.

If any previous treaty or agreement providesher sales tax exemption
on imports, and local purchase is made from thistexgd taxpayers, on
the recommendation of the concerned project, thifitfaof zero rate

shall be provided on such supplies, so long as geetty or agreement

is in effect.
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Financial Ordinance, 2062 (2005)

Date of Authentication and Publication

2062.4.1(16, July 2005)

Ordinancenumber 12 of the year 2062

An Ordinance Made to Implement Proposals Relatingd Finance of
the Government of Nepal

Preamble Whereas, it is expedient to levy some ch gties, cesses

and fees, continue or alter the existing ones dsul the laws in force
relating to revenue administration in order to i he proposals relating
to finance of the Government of Nepal an e nmirRarliament is not in

session;

Now, therefore, be it ena by His Majesty thagkGyanendra Bir

with Article 72 afinGtitution Kingdom of

Bikram Shah Dev, in accord:
Nepal, 2047(1990).

1. Short title 8

as the

ymmencement (1) This Ordinance may be called
| Ordinance, 2062 (2005)."

) This ordinance come into force immediately.

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

(1) The following Clause (t) shall be substituted €lause (t):

“(t) “Tax Officer" means the Tax Officer, Chief Tax
Officer and the Chief Tax Administrator appointed
by the Government of Nepal for the purpose of this
Act, and this term includes a section office, dioec
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and deputy director at the Department or such
other officer designated by the Government of
Nepal authorizing to exercise the powers of Tax
Officer under this Act.”

(2) The following Section 4 shall be substituted $&ction 4:

“4.  Jurisdiction of the Tax Officer: (1) The jurisdiction of
Tax Officer shall be as prescribed by the Goverrtnadn
Nepal.

(2) The Director General so designate a

Tax Office as to inspect and so the taatisn
of taxpayers in other area ose falling urnike or

her jurisdiction.”

(3) The following Section all be substitufed Section 5A:

evied on transfer of ownership of

 Notwithstanding  anything contained

in this Act, in cases where a registperdon

e transaction being carried out by himertb any

her registered person or the transaction is feeenesl in

" the name of his or her heir by virtue of death hstransfer
of ownership shall not be subject to tax. The perso
registered in so selling or transferring the tratisa shall

give information thereof to the Department as pibsd.

Provided that the registered person who has
purchased such transaction shall bear the lialofitax of

the predecessor.

(4) The following Sub-section (1) shall be subsatu for Sub-

section (1) of Section 7:
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“(1) The rate of tax to be levied pursuant to this shall be in

single rate of Thirteen percent.”
(5) The following Section 8A. shall be inserteteafSection 8:

“8A. Provision of bank guarantee (1) A productive industry

that exports more than ninety percent of the tetdd of
the last Twelve months after minimum Twenty percent
value added, raw materials or subsidiary raw nelteri

required to produce the goods in the quantity gfarhto

be imported by furnishing a bank gua

(2) Duty free shop ma ‘value added tax as

bank guarantee of tax lia xport goods thhoag
bank guarantee furnished
(1) and (2) and it shall be

dance with the procedures ploescr

bonded warehouse. (
pursuant to Sub-se

released from

ided that, in the case of garment export
the concerned custom office, in the
ymmendation of Inland Revenue Department, shall

permit export upon accepting the bank guarantee.
(6) The following Section 9 shall be substituted $@ction 9:

“9. Exemption for small vendor. Notwithstanding anything

contained in the other provisions of this Act, arraption
may be provided to a small vendor, having a preedri
annual taxable transaction threshold, from the
requirements of registration and filing of tax meis and

from such requirements as may be prescribed.
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Provided that, if any transaction of hardware,
sanitary, furniture, fixture, furnishing, automas| motor
parts, electronics, and marble has to be regitere
compulsorily within a Municipal Corporation, Sub-
municipal Corporation, Municipality or other small
vendor wishes to have his/her transaction regdtere
voluntarily, he/she may have such registration rafte

completing the procedures as referred to in Sedtinh

The following Clause (c) shall be substitufe
Sub-section (1) of Section 11:

Clause (c) of

“(c) In the case of a partn m, if suchitparship

firm is dissolved or t ner dies,

The following Clause (d
Sub-section (1) of Se

be inserteteafClause (d) of

“(d1) taxpayer is one who gives zero retam

S not give return at all within a consecutive

eriod of One yeatr,
owing Section 12A. Shall be inserteteafSection 12:

2A. Taxable value of timber transaction (1) There shall be

levied and collected tax on the amount of royaltyhe
timber of national forest or the amount of auction,
whichever is higher, at the time of auction, reéeas saw

order, whichever is earlier.

(2) If the timber of a personal cultivated, private
forest or community forest for business purpose and
despite that royalty is not chargeable, tax shalldviable
as if it were the timber of national forest.”

136

www.lacommission.gov.np



www.lacommission.gov.np

(10) Of Section 14,-
(@) The following proviso shall be inserted in Ssdztion (1):

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

that he or she is not registered.”

(b)  The following Sub-sections (4) and (5). shall ibserted

after Sub-section (3):

“(4) A person who pur oods or service worth

more than Ten Thousand s for commercial parpos
IS required to take ce from the registepedson.
The invoice sh pt with while transportingcls

goods.

e Department may order taxpayers to issue
by using a cash machine or computer. Riges

h order shall be as prescribed by the Directo

(11) “The following Sub-section (3) shall be insdradter Sub-section

(2) of Section 15:

“(3) Notwithstanding anything contained in Sub-sats$
(1) and (2), a Local Body or Government of Nepallshave to
collect or recover tax at the time of sale of tdgafpoods or

services.
(12) The following Sub-section (1a) shall be insdrtafter Sub-

section (1) of Section 16:
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“(1a) The Department may have continuous accesbeo
computer (database) of taxpayers.”

(13) The following Section 16B. shall be insertég@Section 16A:

“16B. Deduction of tax paid on goods in the event tdss In

the event of loss and damage due to arson, thosfident,
wear and tear or expired the date of uses goodsaloé

added tax paid on the goods shall be deducted as
prescribed.”

(14) Of Section 17,-

(@) The words "high price" eleted corddinn

(b)

paid on the capital goods that were riajoloor
ased by entering into a loan agreement under
lal lease subject to Sub-section (2).”

The following Sub-section (5b) shall be iredr after
Sub-section (5a):

“(5b) The concerned taxpayer shall be allowed to
deduct tax paid pursuant to Section 12A. and Sabese
(3) of Section 15.”

(15) Of Section 18,-
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(@) The words “or by registered post” shall be itess# after
the words “before the Tax Officer” contained in Sub
section (1).

(b) The following Sub-sections (1a) shall be insdrtafter
Sub-section (1):

“(1a) Notwithstanding anything contained in Sub-
section (1), a taxpayer in a district where theseno

Inland Revenue Office may furnish the amount of tax

returns to be paid and submitted - m/her witk th
ler of the same
he month imieh

turns paying tke The

Office of Funds and Accounts.C
district within the Fifteent '

he/she has to furnish th

Office of Funds and nts Controller shall fordvéhe

(16) Of Section 1

(@) owing Sub-section (2) shall be subsatu for

y-section (2):

“(2) If a taxpayer does not pay the tax withie th
time limit specified in Sub-section (1), an extiteamge of
Ten percent per annum shall be imposed on the anodun

tax due and outstanding.”
(b)  Sub-section (3) shall be deleted.

(c) The word and number “or (3)” shall be deletedtained
in Sub-section (4).
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(d)  The word and number “or (3)” shall be deletedtained
in Sub-section (5).

(17) The following Sub-section (4) shall be sulsat for Sub-

section (4) then inserted Sub-section (4a) of 88Q0:

“(4) In assessing the tax pursuant to Sub-sectipntax
assessment shall have to be made within Four freansthe date
of submission of the tax returns. If the tax assess cannot be

made within that period, the returns so filed shjadb facto be

considered to be valid.”

“(4a) Notwithstanding anythi ed in SulstiEmn

(4), where any person has evade prepaaisg dccounts
fraud, the @&dBpent may

reassessmeak of

or invoices or other documen

at any time issue an ord
(18) Sub-section (2) of S 21 shall be delet

(19) The following tions 23C and 23d shall beeited after

Section 2

hase of goods of under invoicing1) If any person

ells any goods by under invoicing, showing thdirsgl
price lesser than the prevailing market price, e
Officer shall, notwithstanding anything contained the
laws in force, withhold the goods in stock similarthose
goods so under invoiced and sold and the InlanceiRes/
Office may purchase or cause to be purchased the at

the price under invoiced and sold.

(2) If, in purchasing or caused to be purchased the
goods by the Department or Office pursuant to Sub-

section (1), such a person does not agree tonselidods,
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the Department of office shall take such goodsts: |
custody, make calculation on the basis of the pate
which they were under invoiced and sold and make
payment when such a person shows up to receive

payment.

(3) The goods purchased or caused to be purchased
pursuant to Sub-sections (1) and (2) may be sold or
caused to be sold at such price and in accordattbe w
such procedures as may be specified by the Director

General.”

“23D. Power to make search, seizu demand depbsir

security: (1) If the Tax O inds that any person, firm,

company or organiza s done transaction bgiega
tax and there is ibility that the accused goagway
or the evidence | proof of offence may disappibar,
with the approval of the Directoert&ral,

0 be done any of the following acts:

To seal the place of transaction,

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

effect,

(2) The Tax Officer shall have the same powers as
the police may exercise under the laws in forceelation

to the investigation of offences pursuant to this.A

(20) The following Sub-section (1a) shall be itsdr after Sub-

section (1) of Section 25:
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“(1a) Notwithstanding anything contained in Subtset
(1), a diplomatic body or diplomat on the purchasdaxable
goods or services shall not be refunded if the arhpurchase is

less than One Thousand Five Hundred Rupees aimeg t
(21) The following Sections 25A. shall be inserédiger Section 25:

“25A. Refund of tax paid by foreign tourist on purclase If a

foreign tourist visiting Nepal and returning by air

purchases taxable goods of more than Fifteen Timousa

Rupees and takes them with him he tax paid

such goods shall be refunded, rdance with the

procedures specified by the ment.

(22) The following Sub-section be sulgad for Sub-

section (2) of Section 2

“(2) For the purp of Sub-section (1), the wténterest

shall be Fif per cent per annum.”

(23) Of section

following Clause (c) shall be substituted Clause
) of Sub-section (1):

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

instance fine including recover the liable tax.”

(b)  The following Sub-section (1a) shall be inseradter Sub-

section (1):

“(1a) In the event of lessening tax liability witlio
observing this Act or the Rules framed under this

Act, the Tax Officer may fine up to Twenty Five
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percent of the amount of tax, on the grounds as

specified by the Department.”

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

“(2) If a person commits any of the following offess,
the Tax Officer may impose a fine of cent percdnt o
the amount of tax or an imprisonment up to Six

months or both the fine and the imprisonment on

such a person:

@) Preparing false , Invoices or other

documents;

(b)

Transaction in Infringing Section 30,
Infringing Section 23c.
(24) llowing Section 30A. shall be insertéigiaSection 30:

“30A. Power to order for reassessment of tax(1) In cases

where, before tax is assessed, it appears from the
information given to the Director General that agyion
relating to the assessment of tax is about toregutar or

has been irregular, the Director General may, l@ceting

a memorandum clearly setting out the reasons, give
direction to the concerned Tax Officer to make
reassessment of tax or order any other Tax Officaito

that act.
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(2) In cases where it appears that tax liabilitg ha
increased because of tax assessment made by the Tax
Officer recklessly or withmala fide intention, the Director
General may give order to amend such tax assessment
order within Four months after the date of initialx

assessment.”
(25) The following Section 31A. shall be substitufer Section 31A:

“31A. Application may be made for administrative review
decisairtax

(1) A person who is not satisfied witl
assessment made by the T er may make an
application to the Departm st the decigwihin
Thirty days of the date ipt of a notice béitt

decision.

the Department may extend the time limit far
eriod not exceeding Thirty days from the date of

expiration of the time limit.

(3) If the claim of the applicant appears to hestr
upon examining the evidence and documents incluiteg
application made by the taxpayer pursuant to Sabese
(1), the Director General may, by executing a
memorandum setting out the clear reasons, void tibat
assessment order and direct the concerned TaxeOffic
make re-assessment of tax or order any Tax Offwelo

that act.
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(4) The Department shall make decision on the
application within Sixty days after the date of makof

application pursuant to Sub-section (1).

(5) If the Department does not give decision withi
the time limit as referred to in Sub-section (4he't
concerned person may make an appeal to the Revenue

Tribunal pursuant to Section 32.

(26) The following Section 32 shall be substituteddSection 32:

“32. Appeal in the Revenue Tribunal

not satisfied with an order o
ion 30 or a damisi

uant to Sub-sectiorof(4)

Director General pursuan
made by the Department-p
ppeal in the Revenueurrd)
nue Tribunal Act, 2031.

Section 31A. may

according to th

_person who files an appeal pursuant to
(1) has to register a copy of the dppih
tment within Fifteen days of the dateilofdg

(27 . oIIowing Section 32A. shall be insertdter Section 32:

“32A. Advance ruling (1) If any person makes an application in

writing to the Department for the removal of any
confusion as to the application of this Act, thgopBement
may issue its version by an advance ruling as phlest,

by notifying the person in writing.

(2)  Notwithstanding anything contained in Sub-
section (1), the Department shall not be entitiedssue
an advance ruling referred to in Sub-section (1)aow
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matter of confusion occurred in the implementatdthis
Act in cases where such mattesi® judice in the court

or has already been decided by the court.
(28) The following Section 34A. shall be insertdter Section 34:

“34A. Power to have expert's serviceThe Government of

Nepal may obtain the service of the concerned éxper
the act related to tax auditing; and the provisiom

governmental secrecy mentioned in Section 37 siisd

apply to such an expert.”

(29) The following Sub-section (1) sh et for Sub-
section (1) of Section 40:

“(1) Award: A person wi ides information, along with

evidence, showi taxpayer has evaded empted

to evade all or portions of his or her taliligy may

(30) owing Section 40A and 40B shall besarted after

40A. Rebate in fine If a taxpayer, who has not submitted tax
details till the end ofshad of year 2062 B.S., submits

remaining tax details and Twenty-Five percent okefi
within Twenty fifth day ofChaitra of 2062 B.S., the
rebate of Seventy Five percent in fine for not sitomg

details shall be provided.

40B. Rebate in fees, interest and finelf someone submits all

the renaming amount of tax to be paid till the esfd
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Ashad 2062 B.S. and Twenty percent additional fees
pursuant to Section 19, interest pursuant to Sec2i®
and Fifty percent of interest and fine pursuanaztion
29 within Twenty fifth day of th&€haitra of 2062 B.S., a
rebate on remaining additional fees, interest amel $hall

be provided.

(31) The following Schedule-1 and Schedule-2 sbhallsubstituted
for Schedule-1 and Schedule-2:
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Group 1.

(a)

(b)

(€)

(d)
Group 2.
(a)
(b)
(c)
(d)
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“Schedule-1

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

Paddy, rice, wheat, maize, barley, millet, icgat, pulses,
flour, rye flour, grains, peas, chickpeas, kidpeas, beans and

similar basic unprocessed food materials an

uberous roots,
abldéubetous roots,
S. (Except thosde

Green and fresh vegetable, fresh fruits;
and fruits, vegetables and as use
fresh and unprocessed agr
supplied hotels, restaura S, guest housdsteda and

other similar organizati

Unprocessed cash crops/cereals (such as sogar@mtton,

and saffron, flax, unprocesseddob shall be
ea leaf, proved orthodox tea pecod) using
tilizer, packing of tea (tea chessged of coffee,
, ground-nuts, rape-seed, mustard ssmdyu seed

ower seed sesamum seed) and oil-cake.
Herbs (including their extracts).

Goods of Basic Needs:

Piped water, including water supplied by tasker
Wood and coal.

Kerosene (Except fuel of aircraft).

Salt.
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Group 3. Live Animals and animal products

(@) Goats, sheep and mountain goats , yak andlbsiffabore and
pigs , rabbit and other such animal and their uogssed raw

edible food items.

(b) Cows and she buffalos, she goats, and thein fnalk, (including

pasteurized), Fresh curd, bees and bee hives.

(c) Ducks, hens, cocks, turkey and similar othedditheir fresh

meat and unprocessed raw items and eggs

(d)  Fresh or dried fish (except other than p
4. Agricultural inputs

(@) Crops, grasses, flowers ees and ofilants, bulbs,

tubers, tuberous roots Ibs and roots usedeats.

(b) Manure, fertilizer. conditioners.

(c) Tools use griculture : Hand tools, mattocks, picks, forks
es, bill hooks and similar hewinggpsécateurs of
cythes, sickles, hay knives, other tihamd saws,
shears, timber wedges, ploughshare and wbkr of a

nd used in agriculture.
(d) Insecticides, fully or partially used only forops.

(e) Use in agriculture function Tractors, -cultiveto tantalum,
levelers, harvesting or threshing machine, thresHeshing nets,
to Eight horse power up to pumping sets and upGangters

hose pipe.

() Utensils for feeding poultry feed, box for ckén (challa), and

crate for keeping egg.
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(9)

Group 5.

(a)

(b)
(€)
(d)

(e)

(f)
(9)

Group 6: Educati

(a)
(b)

(c)
Group 7:
(a)
(b)

www.lacommission.gov.np

Feed and ingredient of feed supplements.
Medicine, Medical and Similar Health servics

Medical or surgical services provided by heaistitution

operated in Government ownership.
Human blood and human blood items and vaccines.
Human or animal organs or tissue for medieakarch.

Medicaments for treatment of livestock and+hankeings and

family planning means.

Pacemakers used in treatment diseset, valve of

heart, goods made for, and e only forube of, infirm

and disabled persons.

X-ray film and oxygen/ 0 be used for treant.

Raw material sed or imported by the mediindustries

to the extent approved by the Department of Drugagement.

earch related acts in schools or univessitie

Getting purpose for non-profit, Vocational aofessional

trainings or refresher trainings,

Educational services provided by schools andeusities.
Books, newspapers and printed materials

Books, newsletters and printing and publicatluereof,

Newsprint.
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Group 8:  Artistic and cultural goods and services, carving&rvices

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

(b)  Cultural programs,

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

botanical gardens, and national parks.

Group 9: Passengers and goods transportation servige

Air transport, non tourist passenger trans

and goods carrier service (except transp g to supply).

Group 10: Personal or Professional serv

Personal services rendered sts, sportspgrsarthors, writers,

designers, translators a

eters institafigror individually.

Group 11: Other goods

1. Postal

ervices of conveyance or transfer of lettersney and
postal packets.

(b)  Other services required for the services ofvegance or

transfer of letters, money and postal packet.

(c) Postage stamp.

2. Excise duty stamp.
3. Financial and insurance services.
4. Bank notes and cheque books:
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11.

12.

13.

14.

15.
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(@) Printing and issue of bank notes.

(b)  Supply of bank notes from foreign countrie®iitepal.
(c) Cheque books.

Gold and silver:

(@) Gold, gold coins and gold ornaments.

(b)  Silver, silver coins (Except others silver readade goods

and ornaments).

Electricity.
Raw wool.
r chassis anekiyat

Battery operated tempo

Bio-gas, solar power and wind power operatedhmacand

equipments recommended by Alternate Energy Center.

Aircratfts, h rs, fire enginBdmcal), ambulances,

stries and machine up to 5 percent custiumg as falling
nder Part 84 of the Customs Tariff.

Woolen carpet and woolen carpet weaving, dywaghing and
knitting.

Cotton sari,Lungi, Dhoti (for both men and women) and

Gamcha.

Cotton thread (Sub-heading no of custom 52@b5207).
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16.

17.

18.

19.

Group 12: Lands and buildings

Group 13:

Note:
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Woolen yarn used in domestic hand kitteningwedater (except

artificial and acrylic).

Donated goods received for any natural calamitior
philanthropic purpose, as approved by the MinisthyFinance,

Government of Nepal.

Goods of personal use that do not attract msstuty and are

imported under the Luggage and Baggage Ordertfacili

gonly wooden
indesst as
ity Five petctax

The value added tax collected by textile or

stick) industries shall be refunded
prescribed by Government of Nepa
shall be refunded from own collec ax for mustail, flour

and incense producing indust

Purchase, sale rental of lands and buildingsef# the

services provi y such entities carrying on mess such as

hotels and t houses)

1sinos and lotteries

es relating to facilities provided for therganization of

bets or gambling, and lottery.

The Department, as prescribed, and in consultatidtnthe Department

of Customs, interpretation of the goods and sesviegjoying tax

emption and the Harmonized Code of Commoditieseasssary.
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Schedule-2

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

Goods and services purchased or imported by Higdthathe King, His
Majesty the Queen, His Royal Highness the Crowmderiand other

members of the Royal family.

Goods exported from Nepalif it is proved that go

s are supplied as

follows:
(a) Goods exported outside Nepal,

(b) Goods shipped for use as on an intemedtiflight of

which destination is out [, or

(€)

ternational flight dfietr destination is

il sale or supply or consuompt

Services to be su d to persons outside Nepal

(@) of services by a person residing irpdeto a person
e Nepal, who has no business transactionjndsass

presentative or legally recognized agent in Nepal

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

registered in Nepal to a person who is residingidatNepal.

Goods or services imported by a person or nmssigoying diplomatic
facility and a person serving in a diplomatic nussienjoying tariff
facility, on the recommendation of the Ministry Bbreign Affairs,

Government of Nepal.
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Zero rate facility shall be available to med&industries if the industry

desires for such a facility.

If any previous treaty or agreement providesher sales tax exemption
on imports, and local purchase is made from thistexgd taxpayers, on
the recommendation of the concerned project, thifitfaof zero rate

shall be provided on such supplies, so long as geetty or agreement

is in effect.

Commodities supplied for the propose of exportite export house

which is so prescribed by the Government .

convertible foreign currency upon exporting ities.
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Revenue Related Some Nepal Acts (Amendment) Ordinee,
2062 (2005)

Date of Authentication and Publication
2062.6.16 (2 Oct 2005)

Ordinancenumber 34 of the year 2062
Revenue Related Some Nepal Acts (Amendment) Ordinea

Preamble Whereas, it is expedient to amend Reven

Acts and at the moment Parliament is not in session

Now, therefore, be it enacted by His hagkGyanendra Bir

Bikram Shah Dev., in accordance with Arti afnstitution Kingdom of

Nepal, 2047(1990).

1. Short title and commenc t (1) This Ordinance may be called

epal Acts (Amendment) Ormtiea 2062

“Revenue Related So

(2005)"
(2) Th inance shall come into force immediatel

2. Ame
add

to Value-added Tax Act, 2052 (1996)0f Value-
ax Act, 2052 (1996),-

(1) The following proviso shall be substituted psovof Section 9:

Provided that, that if a small vendor wishes toehais or
her transaction registered voluntarily, he or shsy have such
registration after completing the procedures asrredl to in
Section 10.”
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(2) Of Section 10,-

(@) The following Sub-sections (1) and (2) shall be
substituted for Sub-sections (1) and (2):

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

commencing the transactions.

(2) If any goods transacted b on is taxable

if any person operates of hard nitary, turej
ctronics, marband

Municipal Corpooat;

fixture, furnishing, automobi
color lab transactions w
Sub-municipal Cor

within an area sp

word “application” shall be substituted fitve word

petition” contained in Sub-section (4).
(3) The following Section 10A. Shall be inserteteaSection 10:

10A. Declaration of Stock (1) A taxpayer may declare the

actual stock of the taxable goods under his/hesgxsson
till the end ofMagh of the year 2062 B.S.

(2) If a taxpayer declares the stock pursuant to
Sub-section (1) in a format as prescribed by the

Department, he/she shall deposit Nine percent atmolun
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declared goods as a tax and an amount equal tailmgv

custom duty as a fine.

(3) While declaring a stock pursuant to Sub-section
(1), a taxpayer shall not be entitled to set addél price
to any goods than prevailing price at the time of

declaration of stock.

(4) A taxpayer shall be entitled to get tax redurti

pursuant to Section 17 to the tax amount of thedgoo

declared as stock pursuant to Sub-

(5) If the quantity of price of goods
Sub-sectionld&ins

onduct inquiry loé tstock

declared by a taxpayer pur
unnatural, the tax office
upon showing the gro and reasons thereforfanis i
seems from t that goods are found todie &
the lower t of declared price, such saldl stot

for the purpose of tax assessment.

The quantity, price and source declared by a
yer pursuant to this Section shall not prodsedny

stitution (agency) for the purpose of tax.

he following Sub-sections (4) shall be siubstd for Sub-

section (4) of Section 14:

“(4) One who transports goods attracting tax oferinan

Ten Thousand Rupees outside the area specified hiey t

Department shall hold tax invoices with him/her.”

The following Clause (b1) shall be inserteteafClause (b) of
Sub-section (1) of Section 29:
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“(bl) In the event of violation of Section 10A, ditlonal cent

408B:

40C.

percent of tax in different price.”

The following Section 40c shall be inserted aftect®n

Not levying Fine on_fees Notwithstanding anything

contained elsewhere in this Act, if the burdenasfseems
different but not the tax recovery amount by thaso: of
interpretation or decision made under this Act aleR
framed hereunder, fine on fees sha be lebiefibre

the such interpretation or decisio jade.
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Financial Ordinance, 2062 (2005)

Date of Authentication and Publication
2062.10.1(14 Jananuary2005)

Ordinancenumber 49 of the year 2062

An Ordinance Made to Implement Proposals Relating to Finance of
the Government of Nepal

Preamble Whereas, it is expedient to levy some ch gties, cesses

and fees, continue or alter the existing ones dsul the laws in force
relating to revenue administration in order to i e proposals relating

to finance of the Government of Nepal an nmdrRarliament is not in

session;

is Majesty thagkGyanendra Bir
h Article 72 anGtitution kingdom of

Now, therefore, be it ena
Bikram Shah Dev, in accord:
Nepal, 2047(1990).

1. Short title a
the “Fi

ymmencement(1) This Ordinance may be called as
rdinance, 2062 (2005)."

is ordinance come into force immediately.

24. Amendment to the Value-added Tax Act, 2052 (1996)0f the
Value-added Tax Act, 2052 (1996),-

(1) The following Clause (t) shall be substituted €lause (t):

“(t)y “Tax Officer" means the Tax Officer, Chief T&{ficer and
the Chief Tax Administrator appointed by the Goveent
of Nepal for the purpose of this Act, and this term

includes a section office, director and deputy cdoe at
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the Department or such other officer designatedthay
Government of Nepal authorizing to exercise the graw

of Tax Officer under this Act.”
(2) The following Section 4 shall be substituted $&ction 4:

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

Tax Officer shall be as prescribed by the Goverrtnoén
Nepal.

(2) The Director General may also so designate a

Tax Office as to inspect and mon
of taxpayers in other areas th

her jurisdiction.”
(5) The following Section 5A ‘substitufed Section 5A:

d on transfer of ownership of

“5A. Tax not to b

transactio otwithstanding anything contained

elsewhe this Act, in cases where a registperdon

ansaction being carried out by himanrtb any

egistered person or the transaction is feamesl in

e name of his or her heir by virtue of death hsuransfer

of ownership shall not be subject to tax. The perso
registered in so selling or transferring the tratisa shall

give information thereof to the Department as pibsd.

Provided that the registered person who has
purchased such transaction shall bear the lialofitax of

the predecessor.

(4) The following Sub-section (1) shall be subsatu for Sub-

section (1) of Section 7:
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“(1) The rate of tax to be levied pursuant to this shall be in

single rate of Thirteen percent.”
(5) The following Section 8A. shall be inserteteafSection 8:

“8A. Provision of bank guarantee (1) A productive industry

that exports more than ninety percent of the tetdd of
the last Twelve months after minimum Twenty percent
value added, raw materials or subsidiary raw nelteri

required to produce the goods in the quantity gfarhto

be imported by furnishing a bank gua

(2) in order to export shed goods from

the raw materials and y raw material, with
minimum Ten perce e addition in price of

transaction prescribed:~by Custom.

to Sub-section (1) or (3) and processtf |
ase shall be as accordance with the procedures

prescribed by the Department.

Provided that, in the case of garment export
industry the concerned custom office, in the
recommendation of Inland Revenue Department, shall

permit export upon accepting the bank guarantee.

(5) A person who enjoys the facility as referred to
in this Section shall not be entitled to the fagilas

referred to in Sub-section (4) of Section 24.”
(6) The following Section 9 shall be substituted $@ction 9:
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“9.  Exemption for small vendor. Notwithstanding anything

contained in the other provisions of this Act, arraption
may be provided to a small vendor, having a prledri
annual taxable transaction threshold, from the
requirements of registration and filing of tax meis and

from such requirements as may be prescribed.

Provided that, that if a small vendor wishes teeha
his or her transaction registered voluntarily, heloe may
have such registration after completing the proceslas

referred to in Section 10.”

This provision shall no plicable In a case of
organizing exhibition, fai er such transacf. In
the case of such re on the Tax Officer mail c

security a guaran

(7) Of Section 10

(@) The fo ing Sub-sections (1) and (2) shall be
ted for Sub-sections (1) and (2):

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

commencing the transactions.

(2) If any goods transacted by a person is taxable
if any person operates of hardware, sanitary, furej
fixture, furnishing, automobiles, electronics, marband
color lab transactions within a Municipal Corpooat;
Sub-municipal Corporation, Municipality or Depart o

within an area specified by the Department, thesg@ehas
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to make an application in the prescribed formathe Tax
Officer, for registration, within Thirty days afténe date of
imposition of such tax or the date of commencemoétite

transactions.”

(b) The word “application” shall be substituted ftwe word

“petition” contained in Sub-section (4).
(8 Amendment of Section 10A :

10A.Declaration _of Stock (1) A taxpayer may declare the

*(3) While declaring a stock pursuant to Sub-section
a taxpayer shall not be entitled to set adddl price
to any goods than prevailing market price at timeetof

declaration of stock.

(4) A taxpayer shall be entitled to get tax redurti
subject to Section 17 to the tax amount of the good

declared as stock pursuant to Sub-section (1).

(5) If the quantity of stock or price of goods
declared by a taxpayer pursuant to Sub-sectiodd&ins
unnatural (not real), the tax officer may conducjuiry of

the stock upon showing the grounds and reasonstther
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and if it seems from the inquiry that goods arenfbto be
sold in the lower price than that of the declareitep
such sale shall not be recognized for the purpdgexo

assessment.

(6) The importer, who opens letter of credit
(Pratitpatra) within the last day ofPaush of the year
2062 B.S., shall declare the difference price g @ustom
point within the last day of th€haitra of the year 2062
B.S.

(7) The quantity, price an e declared by a
taxpayer pursuant to this
institute any action by tution (agency) fibre

purpose of tax.

(9) The following Clau

Sub-section (1) of Se

Il be substitufed Clause (c) of
11:

“(c) Inthe
dissol

of a partnership firm, if suchitparship firm is

or the partner dies,”

(10) lowing Clause (d1) shall be insertdetraClause (d) of

ection (1) of Section 11:

“(dl) If the taxpayer is one who gives zero retorndoes not
give return at all within a consecutive period ofeO

year,”
(11) The following Section 12A. Shall be insertdaSection 12:

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

levied and collected tax on the amount of royaltyhe

timber of national forest or the amount of auction,
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whichever is higher, at the time of auction, reéeas saw

order, whichever is earlier.

(2) If the timber of a personal cultivated, private
forest or community forest for business purpose and
despite that royalty is not chargeable, tax shalldviable

as if it were the timber of national forest.”
(12) Of Section 14,-

(@) The following proviso shall be inserted in Ssdztion (1):

“Provided that, a person arries on annual

transaction of more than Or n Rupees slsdue
invoices with serial n nd permanent accounts
number as well as h -her name, and addresstelesp

that he or she is gistered.”

(b)

than Ten Thousand Rupees for commercial parpos
»'Is required to take an invoice from the registepedson.
The invoice shall be kept with while transportingcls

goods.

(5) The Department may order taxpayers to issue
invoices by using a cash machine or computer. Euwes
of such order shall be as prescribed by the Directo

General.
(6) The Government of Nepal may, by publishing a

notice in Nepal Gazette, so specify that any person
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specified by such a notice has to make public #tailr
sale value or price of any such goods as spediiigtat

notice for such period as specified therein.

(7) Provision shall be made that any person

specified pursuant to Sub-section (6) shall, itirggguch
goods to any unregistered persons, have to isso&E@s
of the price made public in the specified formatd an

collect also the tax at the consumer level.

Provided that, any person
pursuant to Sub-section (6) may i invoiceefsred

to in this Sub-section.”

(13) The following Sub-section (3 insdredter Sub-section

(2) of Section 15:

(14) owing Sub-section (1a) shall be insdrtafter Sub-

on (1) of Section 16:

“(1a) The Department may have continuous accesbeo

computer (database) of taxpayers.”
(15) The following Section 16B. shall be insertég@aSection 16A:

“16B. Deduction of tax paid on goods in the event tdss In

the event of loss and damage due to arson, thosfident,

wear and tear or expired the date of uses goodsaloé
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added tax paid on the goods shall be deducted as

prescribed.”
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Of Section 17,-

(a)

(b)

(€)

The words "high price" shall be deleted corgdinn
Clause (d) of Sub-section (2).

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

Sub-section (5a):

“(5a) The concerned taxpayer shall be allowed to
deduct tax paid on the capital goods that were rhegloor

purchased by entering into a loe reement under

financial lease subject to Sub-se |

The following Sub-sectio hall be iredr after

Sub-section (5a):

“(5b) The : ied taxpayer shall be allowed to

“(8) Notwithstanding anything contained
elsewhere in this Section, the name of a taxpayss w
does not submit the tax returns for Six months
consecutively shall be made public, and if therany
amount due for tax deduction by such a taxpayezh su
amount may be suspended and his/ her registratepn m

also be suspended.”

(9) Office gives information to tax payer about
those taxpayers whose registration is suspendesliautr

to Sub-section (8) and after getting such inforomatian
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customer who brought goods or service from such

taxpayer, those tax could no refund or reduce

(17) Of Section 18,-

(@) The words “or by registered post” shall be itess® after
the words “before the Tax Officer” contained in Sub

section (1).

(b) The following Sub-sections (1a) shall be insdrtafter
Sub-section (1):

“(1a) Notwithstanding any ntained in Sub-

section (1), a taxpayer in t where theseno
Inland Revenue Office ish the amount of tax
returns to be paid - mitted by him/her witke th
Office of Funds
district within
he/she ha
Office

Accounts Controller of the same
ifteenth day of the month irhih

furnish the tax returns paying tke The

nds and Accounts Controller shall fordvéhe
tax and payment of tax so received &olnland

ue Office within Seven days.”

ction 19,-

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

“(2) If a taxpayer does not pay the tax withie th
time limit specified in Sub-section (1), an extiteamge of
Ten percent per annum shall be imposed on the anodun

tax due and outstanding.”

(b)  Sub-section (3) shall be deleted.
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() The word and number “or (3)” shall be deletedtained
in Sub-section (4).

(d)  The word and number “or (3)” shall be deletedtained
in Sub-section (5).

(20) The following Sub-section (4) shall be sulsat for Sub-
section (4) then inserted Sub-section (4a) of 88@0:

“(4) In assessing the tax pursuant to Sub-sectipntax
assessment shall have to be made within Four yreangthe date

of submission of the tax returns. If the 4 cannot be

shdb facto be

made within that period, the returnsgs

considered to be valid.”

“(4a) Notwithstandi

(4), where any person he

ything contained in Sulst&Em
ded tax by prepaaiag &ccounts

or invoices or othe ents or by fraud, the &&pent may

(21) [ of Section 21 shall be aslet

(22) Hlowing Sections 23C and 23d shall beerted after

“23C. Purchase of goods of under invoicing1) If any person

sells any goods by under invoicing, showing thdiregl
price lesser than the prevailing market price, e
Officer shall, notwithstanding anything contained the
laws in force, withhold the goods in stock similarthose
goods so under invoiced and sold and the InlanceiRes/
Office may purchase or cause to be purchased the at

the price under invoiced and sold.
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(2) If, in purchasing or caused to be purchased the
goods by the Department or Office pursuant to Sub-
section (1), such a person does not agree tonselidods,
the Department of office shall take such goodsts: |
custody, make calculation on the basis of the pdte
which they were under invoiced and sold and make
payment when such a person shows up to receive
payment.

(3) The goods purchased or caused to be purchased

pursuant to Sub-sections (1) a

caused to be sold at such pri in accordaitbe w

such procedures as ma ecified by the Director

General.”

. seizure or demand depbsir

security: (1) If x Officer finds that any person, firm,
ganization has done transaction bgiega
tax an re is a possibility that the accused goagway
idence and proof of offence may disappiear,
ffice may, with the approval of the Directoerigral,

do or cause to be done any of the following acts:

(@) To seal the place of transaction,

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

effect,

(2) The Tax Officer shall have the same powers as
the police may exercise under the laws in forceelation

to the investigation of offences pursuant to this.A

172

www.lacommission.gov.np



www.lacommission.gov.np

(23) The following Sub-section (1a) shall be insdr after Sub-

section (1) of Section 25:

“(1a) Notwithstanding anything contained in Subtset
(1), a diplomatic body or diplomat on the purchasdaxable
goods or services shall not be refunded if the arhpurchase is

less than One Thousand Five Hundred Rupees aimeg t
(24) The following Sections 25A. shall be inserédiger Section 25:

“25A. Refund of tax paid by foreign tourist on purclase If a

foreign tourist visiting Nepal rning by air

purchases taxable goods of n Fifteen Tmausa
Rupees and takes them or her, the tax paid
such goods shall be d in accordance with the

procedures specif Department.

(25) The following Sub on (2) shall be suioséd for Sub-

“(2) For urposes of Sub-section (1), the w@ténterest

be Fifteen per cent per annum.”

(26) on 29

(@) The following Clause (b1) and (b2) shall besmead after
Clause (b) of Sub-section (1):

(b1l) In the event of violation of Section 10Adicbnal

cent percent of tax in different price.”

(b2) In the event of failure to place a tax boand
accordance with this Act or the Rules framed under

this Act, a fine of Two Thousand Rupees for each
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week and in the event of failure to place it at the

designate place, a fine of One Thousand Rupees.”

(b)  The following Clause (c) shall be substitufed Clause
(c) of Sub-section (1):

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

instance fine including recover the liable tax.”

(c)  The following Sub-section (1a) sh seradter Sub-

section (1):

“(1a) In the event ing tax liability witlio

. or the Rules framed under this

observing t

(d) owing Sub-section (2) shall be subsatu for

-section (2):

“(2) If a person commits any of the following offess,

the Tax Officer may impose a fine of cent percdnt o
the amount of tax or an imprisonment up to Six
months or both the fine and the imprisonment on

such a person:

(@) Preparing false accounts, invoices or other

documents;

(b)  Committing an evasion of tax by fraud,;
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(c) If an unregistered person acts as if he/she

were a registered person,;
(d)  Transaction in Infringing Section 30,
(e) Infringing Section 23c.
(27) The following Section 30A. shall be insertdaSection 30:

“30A. Power to order for reassessment of tax(1) In cases

where, before tax is assessed, it appears from the
that awgion
t toregutar or
eral may, l®ceting

information given to the Director Ge
relating to the assessment of ta
has been irregular, the Dire
a memorandum clearl g out the reasons, give
ed Tax Officer to make

order any other Tax Officeto

direction to the
reassessment

that act.

cases where it appears that tax liabilitg ha
because of tax assessment made by the Tax
recklessly or withmala fide intention, the Director
eneral may give order to amend such tax assessment
order within Four months after the date of initialx

assessment.”
(28) The following Section 31A. shall be substitufer Section 31A:

“31A. Application may be made for administrative review

(1) A person who is not satisfied with any decisadrtax
assessment made by the Tax Officer may make an
application to the Department against the decigwihin
Thirty days of the date of receipt of a notice bétt
decision.
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(2) In cases where the time limit for making
application pursuant to Sub-section (1) expires any
person makes an application for the extensiomad timit
within Seven days from the date of expiration & thme
limit, the Department may extend the time limit far
period not exceeding Thirty days from the date of

expiration of the time limit.

(3) If the claim of the applicant appears to hestr

upon examining the evidence and documents incluitheg

application made by the taxpayer 1t to Suhese

(1), the Director General by executing a
memorandum setting out th Ir reasons, void tthat
assessment order and he concerned TaxeOfic
make re-assessment or order any Tax Offwato

that act.

n pursuant to Sub-section (1).

(5) If the Department does not give decision withi
the time limit as referred to in Sub-section (4he't
concerned person may make an appeal to the Revenue

Tribunal pursuant to Section 32.

(29) The following Section 32 shall be substituteddSection 32:

“32.

Appeal in the Revenue Tribunal (1) A person who is

not satisfied with an order of suspension made Hey t
Director General pursuant to Section 30 or a dauisi

made by the Department pursuant to Sub-sectiorof(4)
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Section 31A. may file an appeal in the Revenueun#d)

according to the Revenue Tribunal Act, 2031.

(2) The person who files an appeal pursuant to
Sub-section (1) has to register a copy of the dppeh
the Department within Fifteen days of the dateilofg

appeal.”
(30) The following Section 32A. shall be insertdter Section 32:

“32A. Advance ruling (1) If any person makes an application in

writing to the Department for

oval of any
ct, thepBement
e ruling as phbest;

confusion as to the applicatio
may issue its version by ¢

by notifying the person.i

already been decided by the court.
(31 . oIIowing Section 34A. shall be insertdter Section 34:

“34A. Power to have expert's serviceThe Government of

Nepal may obtain the service of the concerned éxper
the act related to tax auditing; and the provisiom
governmental secrecy mentioned in Section 37 sisd

apply to such an expert.”

(32) The following Sub-section (1) shall be sulsat for Sub-

section (1) of Section 40:
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“(1) Award: A person who provides information, along with
evidence, showing that a taxpayer has evaded empted
to evade all or some portions of his or her taliliy may
be awarded, by a decision of the Director Geneaal,
reward the amount that is equal to Twenty per oéilhe

amount of tax recovered on the basis of that inétion."

(33) The following Section 40A, 40B and 40c shadl inserted after
Section 40:

40A. Rebate in fine If a taxpayer, who h submitted tax

B.S., submits

details till the end ofAshad of ye

remaining tax details and -Five percent oiefi

40B. rest and finalf someone submits all

the re ‘amount of tax to be paid till the efd
B.S. and Twenty percent additional fees
nt to Section 19, interest pursuant to Sec2i6
d Fifty percent of interest and fine pursuanSéztion
* 29 within Twenty Fifth day of th€haitra of 2062 B.S., a
rebate on remaining additional fees, interest amel $hall

be provided.

40C. Not levying Fine on fees Notwithstanding anything

contained elsewhere in this Act, if the burdenasfseems
different but not the tax recovery amount by thaso: of
interpretation or decision made under this Act aleR
framed hereunder, fine on fees shall not be lebiefbre

the such interpretation or decision is made.
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(34) The following Schedule-1 and Schedule-2 shallsubstituted
for Schedule-1 and Schedule-2:
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(a)

(b)

(€)

(d)

Group 2.
(a)
(b)
(c)
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“Schedule-1
(Relating to Sub-section (3) of Section 5)
List of VAT exempt goods and services
Basic Agricultural Products

Paddy, rice, wheat, maize, barley, millet, wiogat, pulses,
flour, rye flour, grains, peas, chickpeas, kidpeas, beans and

similar basic unprocessed food materials an

uberous roots,
abldéubetous roots,

Green and fresh vegetable, fresh fruits,
and fruits, vegetables and as use
fresh and unprocessed agr s. (Except thosdée
supplied hotels, restaura ars, guest housdstega and

other similar organizati

Unprocessed casl ps/cereals (such as sogar@atton,

and saffron, flax, unprocesseddod shall be
ea leaf, proved orthodox tea pcod) using
tilizer, packing of tea (tea chestged of coffee,

, ground-nuts, and oil-cake.

derbs (including their extracts).

Goods of Basic Needs:

Piped water, including water supplied by tasker
Wood and coal.

Salt.
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Group 3. Live Animals and animal products

(a) Goats, sheep and mountain goats , yak andlbsiffabore and
pigs , rabbit and other such animal and their uogssed raw

edible food items .

(b) Cows and she buffalos, she goats, and thein fnalk, (including

pasteurized), Fresh curd, bees and bee hives.

(c) Ducks, hens, cocks, turkey and similar othedditheir fresh

meat and unprocessed raw items and eqg

(d)  Fresh or dried fish (except other tha
Agricultural inputs

trees and ofilants, bulbs,
Ibs and roots ussdeals

(@) Crops, grasses, flower

tubers, tuberous ro

(b) Manure, fertilize soil conditioners.

(c) Tools use griculture : Hand tools, mattocks, picks, forks
axes, bill hooks and similar hewinggpsécateurs of
scythes, sickles, hay knives, other tihamd saws,
shears, timber wedges, ploughshare and wbkr of a

kind used in agriculture.
(d) Insecticides, fully or partially used only forops.

(e) Use in agriculture function Tractors, -cultiveto tantalum,
levelers, harvesting or threshing machine, thresHeshing nets,
to Eight horse power up to pumping sets and upGangters

hose pipe.
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() Utensils for feeding poultry feed, box for ckén (challa), and

crate for keeping egg.
(9 Feed and ingredient of feed supplements.
Group 5.  Medicine, Medical and Similar Health service
(@) Health service.
(b)  Human blood and human blood items and vaccines.

(©) Human or animal organs or tissue for medieagarch.

(d) Medicaments for treatment of livest nneeings and

family planning means.

(e) Pacemakers used in treat f heart diseales, valve of

heart, goods made f

suitable only forubke of, infirm

and disabled person
(Hh  X-ray film and 1 gas, bandage to be usedreatment.

(9)

subsidiary raw material and pagkigoods
r imported by the medicine industriegh& extent

oved by the Department of Drug Management.
Group 6: Education
(@) Research related acts in schools or univessitie

(b)  Getting purpose for non-profit, Vocational apfessional

trainings or refresher trainings.
(c) Educational services provided by schools amdeusities.

Group 7:  Books, newspapers and printed materials
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(a) Books, calendar, newsletters and printing amnalipation

thereof.

(b)  Newsprint.
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Group 8:  Artistic and cultural goods and services, carving&rvices

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

related services.
(b)  Cultural programs.

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

botanical gardens, and national parks.

Group 9: Passengers and goods transportation servige

Air transport.
Group 10: Personal or Professional servic

Personal services rendered by portspgrsarthors, writers,

designers, translators and i 2rs institadigror individually, and

services of supplying huma urces to foreigmuaes.

Group 11: Other goods vices:

1. (only those provided by the @Guowent of
Services of conveyance or transfer of letterspney and
postal packets.

(b)  Other services required for the services ofvegance or
transfer of letters, money and postal packets.
(c) Postage stamps.
2. Excise duty stamp.
3. Financial and insurance services.

184

www.lacommission.gov.np



4.

12.

13.

www.lacommission.gov.np

Bank notes and cheque books:
(@) Printing and issue of bank notes.
(b)  Supply of bank notes from foreign countrie®iitepal.
(c) Cheque books.
Gold and silver:

(@) Gold, gold coins and gold ornaments.

(b)  Silver, silver coins (Except others dade goods

and ornaments).
Electricity supply of 440, 220 vol
Raw wool.
their chassis anbiyat

Battery operated te

Bio-gas, solar r and wind power operated hinac and

mended by Alternate Energy Center.

icopters, fire enginBd&mcal), ambulances.

Industries and machine up to 5 percent custumg as falling

under Part 84 of the Customs Tatriff.

Woolen carpet and woolen carpet weaving, dywaghing and
knitting and other threat shall be used by woolearpet

industry.
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In Cent percent Cotton satiungi, Dhoti (for both men and
women) and Gamcha proved by professional institutions,

prescribed by department

Woolen yarn used in domestic hand kitteningwedater (except

artificial and acrylic).

Donated goods received for any natural calamitior
philanthropic purpose, as approved by the MinisthyfFinance,
Government of Nepal.

Goods of personal use that do not attr

imported under the Luggage and Bag

The value added tax collecte e, textdet pen, match

(only wooden stick) indu. - shall be refunded ttwmse

carpet industry on subsidiary raw mater@sthe tax

"by production industry on raw materialssobsidiary raw
materials shall be refunded as a whole as prestribg

Government of Nepal.

Group 12: Lands and buildings

Group 13:

Purchase, sale and rental of lands and buildingsefe¢ the
services provided by such entities carrying on hess such as

hotels and guest houses)

Betting, casinos and lotteries
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Activities relating to facilities provided for therganization of

bets or gambling, and lottery.
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Note:

The Department, as prescribed, and in consultatitnthe Department
of Customs, interpretation of the goods and sesviegjoying tax

emption and the Harmonized Code of Commoditieseasssary.
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Schedule-2

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

Goods and services purchased or imported by Higdthathe King, His
Majesty the Queen, His Royal Highness the Crowmderiand other

members of the Royal family.

Goods exported from Nepallf it is proved that go are supplied as

follows:
(@) Goods exported outside Nepal,

(b) Goods shipped for use as s on an intemeltiflight of

which destination is ou pal, or

(c) Goods put on boal ernational flight dfietr destination is

outside Nepal ail sale or supply or consuompt

Services to be su to persons outside Nepal

(@) of services by a person residing irpdeto a person

de Nepal, who has no business transactionjndsss

epresentative or legally recognized agent in Nepal

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

registered in Nepal to a person who is residingidatNepal.

Goods or services imported by a person or nmssigoying diplomatic
facility and a person serving in a diplomatic nussienjoying tariff
facility, on the recommendation of the Ministry Bbreign Affairs,

Government of Nepal.
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If any previous treaty or agreement provideshar sales tax exemption
on imports, and local purchase is made from thistexgd taxpayers, on
the recommendation of the concerned project, thifitfaof zero rate

shall be provided on such supplies, so long as geetty or agreement

is in effect

Commodities supplied for the propose of exporttte export house
which is so prescribed by the Government of Nepatl &arns

convertible foreign currency upon exporting all coatlities.
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Financial Act, 2063 (2006)

Date of Authentication and Publication

2063.7.2006 Nov. 2006)

Act number 12 of the year 2063 (2006)

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

Preamble Whereas, it is expedient to levy some ch akaties, cesses

and fees, continue or alter the existing ones & nd the laws in force
relating to revenue administration in order t t the proposals relating

to finance of the Government of Nepal;

the House of Rspratives in the

lamationhefldouse of Representatives,

Now, therefore, be it ena
First Year of the issuance of
2063 (2006).

1. Short title a

“Financi

commencement (1) This Act may be called as the
2063 (2006)."

ections 1, 2, 3, 4, 5, 9 and 18 of this Aalshe deemed to
have come into force on 2&had 2063 (12 July 2006) and the other
Sections on Bhrawan 2063(17 July 2006).

28. Amendment to the Value-added Tax Act, 2052 (1996Df the
Value-added Tax Act, 2052 (1996),-

(1) Of Section 2,-
(@) The following Clause (f1) shall be insertedenfClause

(f):
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“(fl) “Group of companies or entities” means a graaf
companies or entities in relation to which the

following situation exists:

(@) If any business is carried on by a person or
agent member associated with the group of

entities,

(b) If any goods or services are supplied by the

group of entities to any entity or group of

(c) If any goods or s re supplied to the

group of entit er of the group,

(d) If the nt address of operation of
any two or more than two

in the same place, or

the group of entities is controlled directly
or indirectly by any one person or some

persons.”

.“The following Clause (h) shall be substituted €Clause
(h):

“(h) "Consideration” means anything to be obtaimed
exchange for the price of any goods or services
being supplied.”

(c) The following Clause (h1) shall be inserteceaiClause

(h):

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

or financial lease.”
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(d) The following Clause (t) shall be substitutea Clause
(1):

“(t) “Tax Officer" means the Tax Officer, Chief Tax
Officer and the Chief Tax Administrator appointed
by the Government of Nepal for the purpose of this
Act, and this term includes a section office, dioec
and deputy director at the Department or such
other officer designated by the Government of

Nepal authorizing to exercise the powers of Tax

Officer under this Act.”

(2) The following Section 4 shall be s d$@ction 4:

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

escribed by the Goverrtnodn

Tax Officer shall be.

Director General of Department may also
e a Tax Office as to inspect and moaitsy
nsaction of taxpayers in other areas tharseth

1g under his or her jurisdiction.”
(3)

following Section 5A. shall be substitufed Section 5A:

“5A. Tax not to be levied on transfer of ownership of

transactions.  Notwithstanding anything contained
elsewhere in this Act, in cases where a registperdon
sells the transaction being carried out by himeartb any
other registered person or the transaction is feeenes! in
the name of his or her heir by virtue of death hstransfer

of ownership shall not be subject to tax. The perso
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registered in so selling or transferring the tratisa shall

give information thereof to the Department as pibsd.

(2) Notwithstanding anything contained in Sub-
section (1), if any industry or business that guieed to
be registered or has been registered pursuantwse iR
transferred, the transferee who obtains the owiesstall

bear the transferor’s liability of tax specified layv.

(3) The person who obtains ownership shall,

subject to Sub-section (3), bear th gatiorsaiely
maintaining the accounts, reco ooks ofiadcof
the transaction of such an or businesd the

this Act.”

(4) The following Explan all be inserteddrause (c) of Sub-

section (2) of Se

“Explanation the purposes of this Clause, acquisitionlshal

he following circumstance:

Copyrights, patents, licenses, trademarks and

similar other rights,

(b)  Advertisement services,

(c) Technical services, engineering services, servtes
suppliers providing technical services, legal
services, accounting services, data and data
processing services, information services and aimil
other services.

(d) In supplying the services as referred to in Sub-

section (1) or accepting any liability or undertaki

or in exercising that undertaking fully or partly o
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doing any business activities in exercise of such
right, or
(e) Insurance or reinsurance services other than the

facility of safe deposit.

(5) The following Sub-section (1) shall be subsatu for Sub-

section (1) of Section 7:

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

single rate of 13 percent.”

(6) The following Section 8A. shall be insert tion 8:

An industry that
nt of the total sdléhe

“8A. Provision of bank quaran

exports more than Eight
last Twelve months a e operation of the indusay
make import 'nishing a bank guarantee in
consideratio . == while importing the raw mabky
duce the goods in the quantity qioet

ntee in consideration for tax leviablesanh

Provided that, in order to avail such a facilitget
~ exporter has to make finished goods from the raw

materials, with Twenty percent value addition.

(2) The bank guarantee furnished pursuant to Sub-
section (1) and process of its release shall pgeszribed

by the Department.

(3) A person who enjoys the facility as referred to
in this Section shall not be entitled to the fagilas

referred to in Sub-section (4) of Section 24.”
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(7)  The following Section 9 shall be substituted $&ction 9:

“9.

(8) Of Section<10

(a)

Exemption for small vendor. Notwithstanding anything

contained in the other provisions of this Act, arraption
may be provided to a small vendor, having a prledri
annual taxable transaction threshold, from the
requirements of registration and filing of tax meis and

from such requirements as may be prescribed.

Provided that, if a small vendor wishes to have

his/her transaction registered volu ~he be snay

have such registration after co g the proceslas

referred to in Section 10.”

This provision t be applicable in a case of

organizing exhibit or other such transagt. In
the case of 2gistration the Tax Officer mail c

security a

following Sub-sections (1) and (2) shall be
ubstituted for Sub-sections (1) and (2):

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

commencing the transactions.

(2) If any goods transacted by a person is taxable
if any person operates of hardware, sanitary, furej
fixture, furnishing, automobiles, electronics andrbie
within  a Municipal Corporation, Sub-municipal

Corporation, Municipality or Depart or within anear
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specified by the Department, the person has to raake
application in the prescribed format, to the Takaef, for
registration, within Thirty days after the datermaposition

of such tax or the date of commencement of the
transactions.”

(b) The word “application” shall be substituted ftwe word
“petition” contained in Sub-section (4).

(9)  Section 10A. shall be deleted.

(10) Of Section 11,-
(@)  Of Sub-section (1),-

(1) The following ) shall be substituted f

Clause (c)

©

ase of a partnership firm, if such
rtnership firm is dissolved or the partner

”

ies,

" The following Clause (d1) shall be insertedeatft
Clause (d):

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

consecutive period of One year,”

(b) The following Sub-section (3) shall be subsath for
Sub-section (3):

“(8) Out of the goods that have already enjoyed
the tax deduction facility, the stock (capital ge@s well)

remain available for use at the time of the caatelh of

197

www.lacommission.gov.np



www.lacommission.gov.np

registration shall be deemed supplied at the mgrkiee

and tax shall be assessed and recovered accordingly

Explanation: “capital goods” means any property or any
part of property and property that is used in téxab

transactions.”

(c) The following Sub-section (4) shall be subsath for
Sub-section (3):

required to be
shall be loly
of any acthat

“(4) If any act and liability

performed and borne pursuant to
the reason of commission or or
on, the caiaten of
hall not in settutt in the

ence of such a liability.

time of carrying on taxable
registration of such a ta

exemption from th
(11) The following Sectjo . Shall be insertdter Section 12:

“12A. Taxabl le of timber transaction (1) There shall be

1d collected tax on the amount of royaltyhe
of national forest or the amount of auction,
ichever is higher, at the time of auction, re¢eas saw

| order, whichever is earlier.

(2) If the timber of a personal cultivated, private
forest or community forest for business purpose and
despite that royalty is not chargeable, tax shalldviable

as if it were the timber of national forest.”
(12) Of Section 14,-

(@) The following proviso shall be inserted in Ssdztion (1):
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“Provided that, a person who carries on annual
transaction of more than One Million Rupees shedue
invoices with serial number and permanent accounts
number as well as his or her name, and addresstelesp

that he or she is not registered.”

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

inserted after Sub-section (3):

“(4) One who transports goods attracting tax of

utside the area

tax invoiogth

more than Ten Thousand Rupe
specified by the Department shall

him or her.

(5) The Depart y order taxpayers to issue

invoices by using achine or computer. Rioes
of such order; be as prescribed by the Directo

General.

e Department may, by publishing a notice or
order in writing, so specify that any qmn
cified by such a notice or order has to makei@tie
retail sale value or price of any such goods asipe in
that order or notice for such period as specifieerein.
No sale or transfer of any goods shall be madeowith
making public the retail sale price after the rpteif such

a notice or order.

(7) Provision shall be made that any person
specified pursuant to Sub-section (6) shall, itiregguch
goods to any unregistered persons, have to isSMo&E@s
of the price made public in the specified formatd an

collect also the tax at the consumer level.
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Provided that, any person not so specified pursuant
to Sub-section (6) may issue invoices as refered this

Sub-section in a prescribed format.”

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

“(3) Notwithstanding anything contained in Sub-smts$
(1) and (2), a Local Body or Government of Nepallshave to

collect or recover tax at the time of sale of tdgaboods or

services.

(14) The following Sub-section (1a) s nedrtafter Sub-

section (1) of Section 16:

“(1a) The Departmen ave continuous acces$seo

”

computer database of te

(15) The following Sec B. shall be insertdtbr Section 16A:

of tax paid on goods in the event &dss In

of loss and damage due to arson, theeigjent,
and tear, or expired the date of uses goodaloé
dded tax paid on the goods shall be deducted as

prescribed.”

If there is lost by disruptive activity, to applidafor

reduce tax within One year.
(16) Of Section 17,-

(@) The words "high price" shall be deleted cordgdinn
Clause (d) of Sub-section (2) of Section 17:
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(b)  The following explanation shall be insertedeafSub-

section (2):
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Explanation:

(@) "Personal use" means to be used by ownself or

his/her relative.

(b) "Relative" means husband, wife, son, daughter
(including adopted son adopted daughter) father,
mother, grandfather, grandmother, elder brother,
younger brother, wife of elder brother, wife of

younger brother, elder sister, younger sister,

mother-in-law, father-in-| rother-in-laws,

sister-in-laws, elder si ife, uncle, aunt,
nephew, niece, gra and granddaughter of

natural person.

(c) The following S n (5a) shall be substd for

e concerned taxpayer shall be allowed to
ded X paid on the capital goods that were rbajloor
ased by entering into a loan agreement under

ncial lease subject to Sub-section (2).”

The following Sub-section (5b) shall be insdrtafter

Sub-section (5a):

“(5b) The concerned taxpayer shall be allowed to
deduct tax paid pursuant to Section 12A. and Sabese
(3) of Section 15.”

(e) The following Sub-section (8) and (9) shall iheerted
after Sub-section (7):
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“(8) Notwithstanding anything contained elsewhere
in this Section, the name of a taxpayer who does no
submit the tax returns for Six months consecutigigl|
be made public, and if there is any amount duetdar
deduction by such a taxpayer, such amount may be
suspended and his or her registration shall alsopse

facto suspended.”

(9) Office shall give information of those taxeay
nt to Sulmsec
customio

h taxpayerhée/s

whose registration is suspended pur

(8) and after getting such inform
purchases goods or service

shall not be eligible to refun ate the tax.

(17) Of Section 18,-

(@) The words “o tered post” shall be itess after

the Tax Officer” contained in Sub

wing Sub-sections (1a) shall be insérafter
ection (1):

“(1a) Notwithstanding anything contained in Sub-
section (1), a taxpayer in a district where theseno
Inland Revenue Office may furnish the amount of tax
returns to be paid and submitted by him/her witke th
Office of Funds and Accounts Controller of the same
district within the Fifteenth day of the month irhah
he/she has to furnish the tax returns paying tke The
Office of Funds and Accounts Controller shall fordvéhe
returns of tax and payment of tax so received &olland

Revenue Office within Seven days.”
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(18) Of Section 19,-

(a)

(b)
(€)

(d)

(19) Of Section 20,

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

“(2) If a taxpayer does not pay the tax within the
time limit specified in Sub-section (1), an extiteamge of
Ten percent per annum shall be imposed on the anodun

tax due and outstanding.”

Sub-section (3) is hereby deleted.

The word and number “or (3)” deletedtained

in Sub-section (4).

The word and numb )” shall be deletedtained

If supply is made to the group company,

The following Sub-section (2A) shall be insdrtafter
Sub-section (2):

“(2A) Any manager or director, with an intention to
totally or partially evade tax commits an act andhsan
act if the liability to pay tax, penalty or fine smy bodies
such a manager or director who acts with such traten

shall be personally responsible for such liability.
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If such a manager or director intentionally evades
tax with the help of wrong information, wrong docem,
wrong data (facts and figure) or any other simaongful
acts, he/she shall be liable to bear the respadingilbif
such amount and the charge and fine so imposedhdy t
law.

Provided that, the manager or director of a body,
who has performed his/her duty or responsibilityghwa
een evadesligh

for the sa

bona fide intention and the tax has

situation, the body shall be res

evaded. ”

(c) The following Sub-sectio
Sub-section (4):

hall be sulbggd for

“4) In

(1), tax assess t shall have to be made withir Fo

the tax pursuant to Sub-section
years date of submission of the tax retulfrthe
sment cannot be made within that perfos, t

s so filed shalbpso facto be considered to be valid.”

he following Sub-section (4a) shall be inseérédter Sub-
section (4):

“(4a) Notwithstanding anything contained in Sub-
section (4), where any person has evaded tax lpaprs
false accounts or invoices or other documents drdud,
the Department may at any time issue an orderHer t

reassessment of tax.”

(20) Of Section 21,-
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(@) The following Clause (c) shall be substituted €lause
(c) of Sub-section (1):

“(c) By selling all or some of the properties ofeth
taxpayer through sealed gquotations or auction at

the same time or various times.”
(b)  Sub-section (2) shall be deleted.

(21) The following Section 22A. shall be insertdéaSection 22:

“22A. Provision against tax evasion pla

anything contained elsewhere
commits any of the followin ith intention take
advantage of tax, the t shall be deemedate h
committed enticeme ade tax through tax exiemp
scheme, and ector General may order the Tax
Officer to assess. tax of such a taxpayer armves the

same:

lessen the liability of tax by making or dgi
any scheme or act with mala fide intention to evade
tax by manipulating any provision contained in this
Act,

(b) If any person or entity does any act with niada
intention to lessen the liability of tax or ent@ro

agreement with that intention.

Explanation: For the purpose of this Section:

(@) "Plan" means any agreement, system,
advantage and any act directly or indirectly

related to the implementation of plan.
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(b) “"Advantage of tax" means any of the
following act of a person committed for the
purpose of reducing the tax liability or
increasing thetax...... or tax reduction or

evading the responsibility of paying tax:

(1) If a person who is not registered for
the purpose of tax is involved in an
act as if he/she is registered or in an

act to receive (get) advantage of tax,

(2)

nd such supply system
s the person who is registered

or the purpose of tax,

If supplies any goods or services

affecting the market price.

ng Sections 23C. and 23D. shall ibserted after
n 23B.:

“23C. Purchase of goods of under invoicing1) If any person

sells any goods by under invoicing, showing thdiregl
price lesser than the prevailing market price, e
Officer shall, notwithstanding anything contained the
laws in force, withhold the goods in stock similarthose
goods so under invoiced and sold and the InlanceiRes/
Office may purchase or cause to be purchased the at

the price under invoiced and sold.
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(2) If, in purchasing or caused to be purchased the
goods by the Department or Office pursuant to Sub-
section (1), such a person does not agree tonselidods,
the Department of office shall take such goodsts: i
custody, make calculation on the basis of the pdte
which they were under invoiced and sold and make
payment when such a person shows up to receive

payment.

(3) The goods purchased or caused to be purchased

pursuant to Sub-sections (1) a

caused to be sold at such in accordambe w

such procedures as may. ecified by the Director

General.”

Power to make s seizure or demand depbsir

security: (1) If
company «

ax Officer finds that any person, firm,
rganization has done transaction bgiega
e is a possibility that the accused goagway
idence and proof of offence may disappiear,
Office may, with the approval of the Directoerigral,

0 or cause to be done any of the following acts:

(c) To seal the place of transaction,

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

effect,

(2) The Tax Officer shall have the same powershas

police may exercise under the laws in force intiehato the

investigation of offences pursuant to this Act.”
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(23) Of Section 25,-

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

“(@) If a foreign county grants on reciprocity thiatx
exemption facility to Nepalese diplomats whom the
Government of Nepal, Ministry of Foreign Affairs,
has granted diplomatic recognition or to persons

enjoying diplomatic facility and serving in regidna

or international missions or in ns, the ambobu

of tax paid by the Nepal b plomats of such
country or regional ational missions or

institutions to the ex onsumption by them.”

(b)  The following Sub

section (1):

a) shall be inseradter Sub-

otwithstanding anything contained in Sub-
the tax paid by a diplomatic body gamat
rchase of taxable goods or services sloélbe

ed if the amount purchase is less than One

*Thousand Five Hundred Rupees at one time.”
(24) The following Sections 25A. shall be inserédiger Section 25:

“25A. Refund of tax paid by foreign tourist on purclase If a

foreign tourist visiting Nepal and returning by air
purchases taxable goods of more than Fifteen Timausa
Rupees and takes them with him or her, the tax paid
such goods shall be refunded in accordance with the

procedures specified by the Department.
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(25) The following Sub-section (2) shall be sulo¢ed for Sub-
section (2) of Section 26:

“(2) For the purposes of Sub-section (1), the rafe

interest shall be Fifteen per cent per annum.”
(26) Of Section 29,-
(@)  Of Sub-section (1),-

(1) The following Clause (b1l) shall be inserteteaf
Clause (b):

“(bl) In the event of fa ace a tax board

accordance Act or the Rules

s Act, a fine of Two

(2) following Clause (c) shall be substituted f
use (c):

“(c) In the event of violation of Sub-sections (1)
and (4) of Section 14, Five Thousand
Rupees for each instance fine including

recover the liable tax.”

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

“(1a) In the event of lessening tax liability witlio
observing this Act or the Rules framed under this

Act, the Tax Officer may fine up to Twenty Five
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percent of the amount of tax, on the grounds as

specified by the Department.”

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

“(2) If a person commits any of the following offess,
the Tax Officer may impose a fine of cent percdnt o
the amount of tax or an imprisonment up to Six

months or both the fine and the imprisonment on

such a person:

@) Preparing false a invoices or other

documents;
(b) Committ 1 evasion of tax by fraud;

(c) Ife gistered person acts as if he or she

re a registered person,;

Carrying out a transaction by infringing Section
30.”

(e) Infringing Section 23C.;

27) e following Section 29A. shall be insertdtaSection 29:

“29A. Power of Department to order to furnish the amunt

of fine: (1) Notwithstanding anything contained elsewhere
in this chapter, if any person, prior to the comosment
of proceedings of action, admits in writing that dreshe
has committed another offence or more than suanod
set forth in Sub-section (2) of Section 29, the &é&apent

my order such a person to furnish the amount @f fiot
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exceeding the amount of fine imposable for the

commission of such an offence.

(2) In issuing order as referred to in Sub-section
(1), such an order has to set out the details @h su
offence, amount of fine to be paid and date fompayt of

the amount of fine.

(3) An order issued by the Department pursuant to

this Section shall be final.”

(28) The following Section 30A. shall be ins gr.Section 30:

“30A. Power to order for reasse of tax(1) In cases

where, before tax is ed, it appears from the

information given to ector General that atfion
relating to the nt of tax is about toregutar or
has been ir he Director General may, leceting

a mem Im clearly setting out the reasons, give
directi the concerned Tax Officer to make

ment of tax or order any other Tax Officatto

(2) In cases where it appears that tax liabilitg ha
increased because of tax assessment made by the Tax
Officer recklessly or with mala fide intention, tBerector
General may give order to amend such tax assessment
order within Four months after the date of initialx

assessment.”
(29) The following Section 31A. shall be substitufer Section 31A:

“31A. Application may be made for administrative review

(1) A person who is not satisfied with any decisadrtax
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assessment made by the Tax Officer may make an
application to the Department against the decigihin
Thirty days of the date of receipt of a notice bétt

decision.

(2)I n cases where the time limit for making
application pursuant to Sub-section (1) expires any
person makes an application for the extensiomad timit
within Seven days from the date of expiration & thme
time limit far
the date of

limit, the Department may extend th

period not exceeding Thirty d

expiration of the time limit.

(3) If the claim of t cant appears to beetru

upon examining the and documents incluitieg
application mad axpayer pursuant to Suhese

General may, by executing a

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

application pursuant to Sub-section (1).

(5) If the Department does not give decision within
the time limit as referred to in Sub-section (4he't
concerned person may make an appeal to the Revenue

Tribunal pursuant to Section 32.
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(6) The taxpayer who makes an application has to
furnish a cash deposit of One Third of the amoun&xin

controversy.

(7) In cases where excess of the amount to be
furnished pursuant to Sub-section (1) has beenshed
prior to the making of application, only the remag

amount upon deduction of the amount covered by that

amount may be furnished as deposit.
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(30) The following Section 32 shall be substitutedSection 32:

“32.

(31) The following Section 32A. s

“32A. Advance rulin

Appeal in the Revenue Tribunal (1) A person who is

not satisfied with an order of suspension made Hey t
Director General pursuant to Section 30 or a dauisi
made by the Department pursuant to Sub-sectiorof(4)
Section 31A. may file an appeal in the Revenueun#d)

according to the Revenue Tribunal Act, 2031.

(2) The person who files an appeal pursuant to

Sub-section (1) has to register a
the Department within Fifteen the dateiloig

appeal.”

e insertéaSection 32:

ny person makes an application in

writing to partment for the removal of any

confusio 0 the application of this Act, thgpBement
may s version by an advance ruling as phest

fying the person in writing.

(2) Notwithstanding anything contained in Sub-

section (1), the Department shall not be entitiedssue

an advance ruling referred to in Sub-section (1)aow
matter of confusion occurred in the implementatdthis
Act in cases where such mattersi judice in the court

or has already been decided by the court.

(32) The following Section 34A. shall be insertdiddaSection 34:

“34A. Power to have expert's serviceThe Government of

Nepal may obtain the service of the concerned éxper

the act related to tax auditing; and the provisomm
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governmental secrecy mentioned in Section 37 siiad

apply to such an expert.”

(833) The following Sub-section (1) shall be sulosatd for Sub-

section 91) of Section 40:

“(1) Award: A person who provides information, along with
evidence, showing that a taxpayer has evaded empted
to evade all or some portions of his/her tax liapinay

be awarded, by a decision of the Director Geneaal,

reward the amount that is equal to

amount of tax recovered on the ba

(34) The following Section (40A) sha tfter Section 40.

“40A. Fine_and charge s _be_leviedNotwithstanding

where in this Act, if theden of

anything contai

tax so matter e as such amount of tax dallec
ers by virtue of the interpretatiomecision
Rules hereunder, no fine or chargallsbe

efore such interpretation or decision.”

(35) owing Schedule-1 and Schedule-2 shallsubstituted

! hedule-l and Schedule-2:
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(a)

(b)

(€)

(d)
Group 2.
(a)
(b)
(c)
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“Schedule-1
(Relating to Sub-section (3) of Section 5)
List of VAT exempt goods and services

Basic Agricultural Products

Paddy, rice, wheat, maize, barley, millet, icgat, pulses,
flour, rye flour, grains, paddy flakes, peas, chi&s, kidney

peas, beans and similar basic unprocessed foodrialatand

their extracts.

Green and fresh vegetable, fresh 5, tuberous roots,

and fruits, vegetables and as getablewbetous roots,
fresh and unprocessed ducts. (Except tHosde
supplied hotels, resta bars, guest housdsteda and

other similar organiz

crops/cereals (such as sogarcmtton,
cardamom er and saffron, flax, unprocesseddod, tea leaf
sold b ers, proved orthodox tea producinggibiological

packing of tea (tea chest), coffeeyls®an, ground-

turmeric and oil-cake.

Herbs (including their extracts).

Goods of Basic Needs:

Piped water, including water supplied by tasker
Wood and coal.

Salt.
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Group 3. Live Animals and animal products

(a) Goats, sheep and mountain goats, yak and bsffdore and
pigs, rabbit and their unprocessed raw edible fterds.

(b) Cows and she buffalos, she goats, and thein fnalk, (including
pasteurized), Fresh curd, bees and bee hives.

(c) Ducks, hens, cocks, turkey and similar othedditheir fresh
meat and unprocessed raw items and eggs.

(d)  Fresh or dried fish (except other than p

4. Agricultural inputs

(@) Crops, grasses, flowers or s and offlants, bulbs,
tubers, tuberous roots and | and roots useeedts.

(b)  Manure, fertilizer an conditioners.

(c) Hand tools s, shovels, mattocks, pickgshforks and

(d)
(e)

(f)

Group 5.

rakes, axe hooks and similar hewing tooégaseurs of any
s, sickles, hay knives, other than hsags, hedge
mber wedges, ploughshare and other ébal&ind used

culture.
Insecticides, fully or partially used only forops.

Use in agriculture function Tractors, cultivato tantalum,
levelers to be used harvesting or threshing machhmeshers,

fishing nets, to Eight horse power up to pumpirtg.se
Feed and ingredient of feed supplements anck lolurst.

Medicine, Medical and Similar Health servics
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(b)
(€)
(d)

(e)

(f)
(9)

(b)

(€)

Group 7:

(a)

(b)
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Health services.
Human blood and human blood items and vaccines.
Human or animal organs or tissue for medieakarch.

Medicaments for treatment of livestock and hankeings and

family planning means.

Pacemakers used in treatment of heart diseases, valve of

heart, goods made for, and suitable only forube of, infirm

and disabled persons.
X-ray film and oxygen gas to be used ?n bandage and

Raw materials for drug indus metal salts, oxides and

hydro-oxides used by drug stries and in thedpetion of
IOL, falling under Ch

raw materials of

28 of the Customs Taw#é well as
(active ingredients of djugad raw

materials use rug industries in productiondaigs and

packing mater

rch related acts in schools or univessitie

Getting purpose for non-profit, Vocational aofessional

trainings or refresher trainings.
Educational services provided by schools andeusities.
Books, newspapers and printed materials

Books, calendars, newsletters and printing@naication
thereof.
Newsprint.
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Group 8:  Artistic and cultural goods and services, carvingarvices

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

related services.
(b)  Cultural programs.

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

botanical gardens, and national parks.

Group 9: Passengers and goods transportation servige

Air transport.
Group 10: Personal or Professional servic

Personal services rendered by portspgrsarthors, writers,

designers, translators and i 2rs institadigror individually, and

services of supplying huma urces to foreigmuaes.

Group 11: Other goods vices:

1. (only those provided by the Guwent of
Services of conveyance or transfer of lettexsney and
postal packets.

(b)  Other services required for the services ofvegance or
transfer of letters, money and postal packets.
(c) Postage stamps.
(d)  Services provided by the Government of Nepal.
2. Excise duty stamp, cash machine and passport.
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11.

12.

13.
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Financial services and life insurance services.
Bank notes and cheque books:
(@) Printing and issue of bank notes.
(b)  Supply of bank notes from foreign countrie®iitepal.
(c) Cheque books.

Gold and silver:

(@) Gold coins, gold ornaments and di

(b) Silver and silver coins, si ady-made gooand

ornaments.
(a) Electricity supply of 4
(b) Hydro power proj Three megawatt.
Raw wool.
Battery op

tempo and their chassis ankiyat

solar power and wind power operatedhmacand

yments.

Aircrafts and helicopters, fire enginafmcal), ambulances and

corpse carrying vehicles.
Jute products.

Industrial machines up to 5 percent customs dsifalling under
Part 84 of the Customs Tariff.

Woolen carpet and woolen carpet weaving, dywaghing and
knitting.
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Group 12: Lands and buildings

Group 13:

Note:

14.

15.

16.

17.

18.

1)

www.lacommission.gov.np

100 percent cotton sariungi, Dhoti (for both men and

women),Gamcha and cotton yarn.

Woolen yarn to be used in hand knitting sweg@eecept artificial

and acrylic) domestically.

Donated goods received for any natural calamitior
philanthropic purpose, as approved by the MinisthyfFinance,

Government of Nepal.

Goods of personal use that do not attract

imported under the Luggage and Baggag

If the Government of Nepal con asonablgrant any
exemption to any taxable gog

such exemption by publishi otice in the Nepatette.

rental of lands and buildingsef#¢ the
by such entities carrying on fess such as

est houses).
casinos and lotteries

tivities relating to facilities provided for therganization of

bets or gambling, and lottery.

The Department, as prescribed, and in consultawith the
Department of Customs, interpretation of the goawid services
enjoying tax emption and the Harmonized Code of @odities

as necessary.
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Tax paid for the purpose of value added taxqragrthem Seventy
Five percent for Textile industries and Twenty Fpercent for

flour or rubber industries shall be refunded aftdfilling the

procedures specified by the Department.
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Schedule-2
(Relating to Sub-section (2) of Section 7)

Goods and services subject to zero rate

Goods exported from Nepalilf it is proved that goods are supplied as

follows:

(a) Goods exported outside Nepal, or

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

which destination is outside Nepal, or

(c) Goods put on board an internati dfiot destination is

outside Nepal for retail sale y or consuaompt

Services to be supplied to outside Nepal

by a person residing ip&ldo a person

(a)
0 has no business transactionjndass
r legally recognized agent in Nepal
by A of goods or services by a person véhesiding and is

red in Nepal to a person who is residingidatNepal.

Goods or services imported by a person or nmssigoying diplomatic
facility and a person serving in a diplomatic nussienjoying tariff
facility, on the recommendation of the Ministry Bbreign Affairs,

Government of Nepal.

If any previous treaty or agreement provideshar sales tax exemption
on imports, and local purchase is made from thistexgd taxpayers, on

the recommendation of the concerned project, thifitfaof zero rate
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shall be provided on such supplies, so long as geetty or agreement

is in effect.
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Financial Act, 2064 (2007)

Date of Authentication and Publication
2064.3.28 (12 July, 2007)

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

Preamble Whereas, it is expedient to levy some chargesstakaties, cesses
and fees, continue or alter the existing ones #sualta amend the laws in force

relating to revenue administration in order to iempént

to finance of the Government of Nepal;
Now, therefore, be it enacted by Legisla

1. Short title and commencem
“Financial Act, 2064 (200

is Act may be called as the

(2) Sections 1,

have come into for

4, 5, 9 and 11 of this Actlsbe deemed to
2@&shad 2064 (11 July2007) and the other

Sections on Bhra 2064(17 July 2007).

35. Amend the Value-added Tax Act, 2052 (1996)0f the

Tax Act, 2052 (1996),-

(1) Of Section 2,-

(@) The following Clause (f1) shall be insertedenfClause

(f):

“(fl) “Group of companies or entities” means a graaf
companies or entities in relation to which the

following situation exists:
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(@) If any business is carried on by a person or
agent member associated with the group of

entities,

(b) If any goods or services are supplied by the
group of entities to any entity or group of

other entities associated with it,

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

group of entity or member of the group,

(d) If the permanent a operation of

business of an more than two

entitles is in the place, or

(b) Clause (h) shall be substituted €lause

"Consideration” means anything to be obtaimed
exchange for the price of any goods or services

being supplied.”

(c) The following Clause (h1) shall be inserteceaiClause

(h):

“(hl) "Loan agreement” means a hire purchase aget

or financial lease.”

(d)  The following Clause (k1) shall be substitufed Clause
(K):
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“(k1) Electronic medium" includes approved meanshsu
as the computer, fax, e-mail, internet, electronic

cash register/machine and fiscal printer.

(e) The following Clause (t) shall be substituted €lause
(t):

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

office, dioec

Act, and this termincludes a s

and deputy director at artment or such

other officer designa the Government of
Nepal authorizing rcise the powers of Tax

Officer under tf
(2) The following Section Il be substituted $ection 4:

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

shall be as prescribed by the Goverrtnagn

(2) The Director General of Department may also
so designate a Tax Office as to inspect and momitsy
the transaction of taxpayers in other areas thaseth

falling under his or her jurisdiction.”
(3) The following Section 5A. shall be substitufed Section 5A:

“5A. Tax not to be levied on transfer of ownership of

transactions.  Notwithstanding anything contained
elsewhere in this Act, in cases where a registperdon
sells the transaction being carried out by himeartb any

other registered person or the transaction is feeanesl in
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the name of his or her heir by virtue of death hstransfer
of ownership shall not be subject to tax. The perso
registered in so selling or transferring the tratisa shall

give information thereof to the Department as pibsd.

(2) Notwithstanding anything contained in Sub-
section (1), if any industry or business that guieed to
be registered or has been registered pursuantwse iR
transferred, the transferee who obtains the owiesstall

bear the transferor’s liability of tax specified layv.

(3) The person who ‘ownership shall,
subject to Sub-section (3), e obligatiorsaiely
maintaining the accounts s and books ofiadcof
the transaction of s ndustry or businesd thre
prescribed perio

this Act.”

e and after transfer) pamsuo

(4) The followin nation shall be inserteddfause (c) of Sub-

section (2) ection 6:

n: For the purposes of this Clause, acquisitionlshal

med in the following circumstance:

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

(b)  Advertisement services,

(c) Technical services, engineering services, servtes
suppliers providing technical services, legal
services, accounting services, data and data
processing services, information services and aimil

other services.
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(d) In supplying the services as referred to in Sub-
section (1) or accepting any liability or undertaki
or in exercising that undertaking fully or partly o
doing any business activities in exercise of such

right, or

(e) Insurance or reinsurance services other than the

facility of safe deposit.

The following Sub-section (1) shall be subsath for Sub-

section (1) of Section 7:

“(1) The rate of tax to be levied pursus c$ shall be in

single rate of 13 percent.”
The following Section 8A. shall'be inserteceafsection 8:

“8A. Provision of b arantee (1) An industry that

t

ty percent of the total sékhe last

exports more
Twelve s after the operation of the industrgym
make by furnishing a bank guarantee with the
Tax Office in consideration for tax while
ng the raw materials required to producedbeds

in the quantity of export, and import of goods te b

imported for a duty free shop through a bonded @uee

may be made by furnishing a bank guarantee with the

concerned Tax Office in consideration for tax lel@aon

such goods.

Provided that, except for the import by a dutyefre
shop through a bonded warehouse, in order for thero
exporter to avail such a facility, the exporter basnake
finished goods from the raw materials, with Twenty

percent value addition.
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(2) The bank guarantee furnished pursuant to Sub-
section (1) shall be released from the concernexl Ta
Office in accordance with the procedures specifigdhe

Department.

(3) A person who enjoys the facility as referted
in this Section shall not be entitled to the fagilas

referred to in Sub-section (4) of Section 24.”

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

(8)
(a)

Act, aeraption
may be provided to a sm r, having a prieedri
annual taxable _ threshold, from the

requirements of re and filing of tax metsl and

or her action registered voluntarily, he oe shay
registration after completing the proceslias
d to in Section 10.”

Section 10,-

The following Sub-sections (1) and (2) shall be
substituted for Sub-sections (1) and (2):

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

commencing the transactions.
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(2) If any goods transacted by a person is taxable
if any person operates of hardware, sanitary, furej
fixture, furnishing, automobiles, electronics andrbie
within  a Municipal Corporation, Sub-municipal
Corporation, Municipality or Depart or within anear
specified by the Department, the person has to raake
application in the prescribed format, to the Takaoef, for
registration, within Thirty days after the datermposition

of such tax or the date of commencement of the

transactions.”

(b)  The word “application” shall b ituted fbwe word

“petition” contained in Sub
(9)  Section 10A. shall be repec
(10) The following Sectio hall be inserté@mSection 10A:

“10B. Special |
(1)

ion relating to provisional restration:

case of an exhibition, fair and similather
saction to be organized temporarily, the omamand
“entrepreneur who carries on the transactioangf
taxable goods or services in such an exhibitiofaimrand
IS not registered with the Value Added Tax shallehto
be registered with the Value Added Tax. In the afsae
person who is so registered, the Tax Officer mayire a

deposit in consideration for security.

(2) An entrepreneur who has been registered with
the Value Added Tax since previously pursuant t-Su
section (1) may take back through stock transfergiods
exhibited in that program.
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(3) A tax payer who has been registered only for
the program as referred to in Sub-section (1) dale to
cancel the temporary registration by furnishing degails
of transaction and paying all the leviable tax witBeven
days after the completion of the organized exlahitor

fair.”
(11) Of Section 11,-

(@)  Of Sub-section (1),-

(1) The following Clause (c)

Clause (c):

“(c) In the case artnership firm, if such

(2) , g Clause (d1) shall be insertedeaft

1) If the taxpayer is one who gives zero return
or does not give return at all within a

consecutive period of One year,”

(3) The following Sub-section (1b) shall be insdrte
after Sub-section (1a) of Section 11:

“(1b) A taxpayer has to submit his or her
documents for auditing within fifteen days of
the submission of the tax returns for
cancellation of registration, and the Tax
Officer shall perform the audit of such a

taxpayer, cancel the registration within
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Three months or if registration is not to be so
cancelled, the Tax Officer shall give

information thereof to the taxpayer. If the

Tax Officer does not cancel registration or
make decision to cancel registration within
that period, the taxpayer is not obliged to
furnish the tax returns subsequent to that

period.”

The following Sub-secti (3) shall be

substituted for Sub-s

“(3) Out

already enjo

goods that have
tax deduction facility,
the stock al goods as well) remain
avail use at the time of the
ca tion of registration shall be deemed
pplied at the market price and tax shall be

ssessed and recovered accordingly.

Explanation: For the purposes of this Sub-
section, “capital goods” shall mean any
property or any part of property and
property that is used in taxable

transactions.”

The following Sub-section (4) shall be

substituted for Sub-section (3):

“4) If any act and liability as
required to be performed and borne pursuant
to this Act shall be due by the reason of

commission or omission of any act at the
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time of carrying on taxable transaction, the
cancellation of registration of such a
taxpayer shall not in self result in the

exemption from the consequence of such a

liability.”
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(12) The following Section 12A. Shall be insertdter Section 12:

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

levied and collected tax on the amount of royaltyhe
timber of national forest or the amount of auction,
whichever is higher, at the time of auction, reéeas saw

order, whichever is earlier.

(2) If the timber of a personal cultivated, private
forest or community forest for business purpose and
despite that royalty is not chargea

as if it were the timber of nation
(13) Of Section 14,-

(@) The following proviso ‘be inserted in Ssdztion (1):

. a person who carries on annual
more than One Million Rupees shedue

serial number and permanent accounts
+as well as his or her name, and addresstelesp

“he or she is not registered.”

The following Sub-sections (4), (5), (6) and €hall be
inserted after Sub-section (3):

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

(5) The Department may order taxpayers to issue

invoices by using a cash machine or computer. Ewes
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of such order shall be as prescribed by the Directo

General.

(6) The Department may, by publishing a notice or
giving an order in writing, so specify that any qmr
specified by such a notice or order has to makdigtite
retail sale value or price of any such goods asipe in
that order or notice for such period as specifieerein.
No sale or transfer of any goods shall be madeowith

making public the retail sale price aft e rpteif such

a notice or order.

(7) Provision shall that any person
(6) shall, ifirsgkuch

ersons, have to isséc@#s

specified pursuant to Sub "
goods to any unreg
of the price ma blic in the specified formatd an

collect also th at the consumer level.

that, any persons not so specified
pur to Sub-section (6) may issue invoiceefsred

his Sub-section as prescribed format.”

ollowing Sub-section (3) shall be insdredter Sub-section

) of Section 15:

“(3) Notwithstanding anything contained in Sub-sats$

(1) and (2), a Local Body or Government of Nepallshave to
collect or recover tax at the time of sale of tdgafjoods or

services.

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

section (1) of Section 16:
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“(1a) The Department may have continuous acce#iseto

computer database of taxpayers.”

(16) The following Sub-section (3a) shall be insdr after Sub-

section (3) of Section 16:

“(3a) A person who carries on the transactionagéble
goods or services but is not registered has hinwelherself
certify the account of purchase and sale for ea@n€ial year.

The Tax Officer may at any time examine such amawct”

(17) The following Section 16A. Shall be sub

“16A. Records processed by co to be eligiblesa

evidence: (1) Notwithsta ontained in the laws in

force, the records re to taxpayer processedhke
computer instal e Department or offices¢nader

‘evidence for purposes of éaxkept as

The Department may by publishing a notice,
@ necessary arrangements on the issuance afgayo
aintenance of accounts, submission of tax retamts

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

“16B. Deduction of tax paid on goods in the event tdss In

the event of loss and damage due to arson, thosfident,
wear and tear, disruptive activity or expired theted of
uses goods of value added tax paid on the goodkslsha

deducted as prescribed.”

(19) Of Section 17,-
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The following Sub-section (2) shall be substl for
Sub-section (2):

“(2) Notwithstanding anything contained in Sub-
section (1), it may be provided that no deductioomy a
partial deduction may be granted in the case of the
prescribed goods that can be used for personabpearpr

for business purpose or for both purposes.”

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

Sub-section (5a):

hall be allowed to
ds that were iteloor

a loan agreement under

“(5a) The concerned ta
deduct tax paid on the cap
purchased by enteri

financial lease subj Sub-section (2).”

) The concerned taxpayer shall be allowed to
t tax paid pursuant to Section 12A. and Schese
) of Section 15.”

The following Sub-section (8) shall be insersdbr Sub-

section (7):

“(8) Notwithstanding anything contained
elsewhere in this Section, the name of a taxpayss w
does not submit the tax returns for Six months
consecutively shall be made public, and if therany
amount due for tax deduction by such a taxpayerh su
amount may be suspended and his or her registratayn

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

(a)

(b)

(21) Of Sec

(b)

(€)

The words “or by registered post” shall be ites# after
the words “before the Tax Officer” contained in Sub

section (1).

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

“(1a) Notwithstanding anything contained in Sub-

section (1), a taxpayer in a distric re theseno

Inland Revenue Office may furnis amount of tax

returns to be paid and s by him/her witk th
Office of Funds and Ac

district within the Fift

Controller of the same
ay of the month irhwh

he/she has to fu } tax returns paying tke The
Office of Funds'z

returns of

counts Controller shall fordighe
and payment of tax so received éoltland

Reven ice within Seven days.”

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

“(2) If a taxpayer does not pay the tax withire th
time limit specified in Sub-section (1), an extteamge of
Ten percent per annum shall be imposed on the anodun

tax due and outstanding.”
Sub-section (3) is hereby deleted.

The word and number “or (3)” shall be deleteatained

in Sub-section (4).
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(d)  The word and number “or (3)” shall be deletedtained
in Sub-section (5).

(22) Of Section 20,-

(@) The following Clauses (f) shall be insertecatlause (e)
of Sub-section (1):

“(N  If supply is made to the group company by nmaki
under invoicing,

(b) The following Sub-section (4) shal
Sub-section (4):

“(4) In assessing t ursuant to Sub-section

(1), tax assessment ve to be made withur Fo
years from the d mission of the tax retulfrthe
tax assessme ot be made within that perfos, t

returns so fil

llbso facto be considered to be valid.”

(©) Sub-section (4a) shall be inseradter Sub-

“(4a) Notwithstanding anything contained in Sub-
section (4), where any person has evaded tax lpaprs
false accounts or invoices or other documents drdnd,
the Department may at any time issue an orderHer t

reassessment of tax.”

(23) Of Section 21,-

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

auction at the same time or various times.”
(b)  Sub-section (2) shall be deleted.
(24) The following Section 22A. shall be insertdter Section 22:

“22A. Provision _against _tax evasion_plan Notwithstanding

anything contained elsewhere in this Act, if anyptyer
commits any of the following acts with mala fidéantion
all benddeto

tax through tax

to take advantage of tax, the taxp
have committed enticement
exemption scheme, and t ' ctor General mayrorde
the Tax Officer to as tax of such a taxpaged

recover the same:

If any person or entity does any act with nfala
intention to lessen the liability of tax or ent@ro

agreement with that intention.”

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

“23C. Purchase of goods of under invoicing1) If any person

sells any goods by under invoicing, showing thdirsgl

price lesser than the prevailing market price, e
Officer shall, notwithstanding anything contained the
laws in force, withhold the goods in stock similarthose
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goods so under invoiced and sold and the InlanceiRes/
Office may purchase or cause to be purchased the at

the price under invoiced and sold.

(2) If, in purchasing or caused to be purchased t
goods by the Department or Office pursuant to Sub-
section (1), such a person does not agree tonselidods,
the Department of office shall take such goodsts: i
custody, make calculation on the basis of the pdte

which they were under invoiced and sold and make

payment when such a person up to receive

payment.

(3) The goods purck r caused to be purchased

pursuant to Sub-sect (1) and (2) may be sold or
caused to be s uch price and in accordaitbe w
such procedures may be specified by the Director

General.”

“23D. Pow ake search, seizure or demand depbsir

- (1) If the Tax Officer finds that any person, firm,
mpany or organization has done transaction bgiega

" tax and there is a possibility that the accused goagway
or the evidence and proof of offence may disappibar,
Tax Office may, with the approval of the Directoert&ral,

do or cause to be done any of the following acts:

(@) To seal the place of transaction.

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

(c) To demand cash deposit or wealth guarantee
in a sum equivalent to the tax evaded from

the person believed to have committed the
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offence, by executing a memorandum to that

effect.

(2) The Tax Officer shall have the same powers as
the police may exercise under the laws in forceelation

to the investigation of offences pursuant to this.A

(26) The following Sub-section (5) shall be sulsat for Sub-

section (5) of Section 24

“(5) On the submission of an app
dnediately the
uch an amdsimot
e date of sudmiain of

er referredridSub-section (3)

section (3) or (4), the Tax Officer
amount held to be refundable
refunded within Thirty day
application in relation to

and within Sixty day on to the matterereéd to in Sub-

section (4), the ment of Nepal shall haveptovide

interest on t unt, as prescribed.”

(27) Of Section

following Clause (a) shall be substituted €lause

(a) of Sub-section (1):

“(a) If a foreign county grants on reciprocity thiaix
exemption facility to Nepalese diplomats whom the
Government of Nepal, Ministry of Foreign Affairs,
has granted diplomatic recognition or to persons
enjoying diplomatic facility and serving in regidna
or international missions or institutions, the ambu
of tax paid by the Nepal based diplomats of such
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country or regional or international missions or

institutions to the extent of consumption by them.”

(b)  The following Sub-section (1a) shall be inseraédter Sub-

section (1):

“(1a) Notwithstanding anything contained in Sub-
section (1), the tax paid by a diplomatic body mamat
on the purchase of taxable goods or services sloalbe

refunded if the amount purchase is less than One

Thousand Five Hundred Rupees at
(28) The following Sections 25A. shall b r Section 25:

“25A. Refund of tax paid by for rist on purclase If a

foreign tourist visitit al and returning by air

purchases taxabl ds of more than Fifteen Timousa

(29) The ng Sub-section (2) shall be sulo¢ad for Sub-

2

For the purposes of Sub-section (1), the Hténterest

)

shall be Fifteen per cent per annum.”

(30) The following Sub-section (1a) shall be inedrtafter Sub-

section (1) of Section 28:

“(1a) If any goods manufactured or prepared within
Nepal, after the completion of export procedureshzyCustoms
Office or after reaching a foreign country, areimported

because of rejection by the concerned customethmr season,
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and the same goods are to be exported within Tim@&hs of
the import, the goods may be released against ¢pesit of the
value added tax leviable at the time of such retamd the
deposit shall be refunded after the re-export chsgoods. The
concerned Customs Office shall provide the detdiBmount so
furnished as a deposit and refunded to the InlamdeRue
Office.”

(31) Of Section 29,-

(@)  Of Sub-section (1),-

(1) The following Clause be inserteteaf

Clause (b):

“(bl) In the ilure to place a tax board
with this Act or the Rules
under this Act, a fine of Two
ousand for each week and in the event of
ailure to place it at the designate place, a

fine of One Thousand.”

The following Clause (c) shall be substituted f

Clause (c):

“(c) In the event of violation of Sub-sections (1)
and (4) of Section 14, Five Thousand
Rupees for each instance fine including

recover the liable tax.”

(3) The following Clause (gl) shall be insertete@af
Clause (9):
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“(gl) In the event of violation of Sub-section (3a)

of Section 16, One Thousand Rupees for

each instance.”
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(b)  The following Sub-section (1a) shall be inseraédter Sub-
section (1):

“(1a) In the event of lessening tax liability witlio
observing this Act or the Rules framed under this
Act, the Tax Officer may fine up to Twenty Five
percent of the amount of tax, on the grounds as
specified by the Department.”

(c) The following Sub-section (2) shall
Sub-section (2):

subgs&tlu for

“(2) If a person commits he following offess,

the Tax Officer may in a fine of cent percent o
the amount an imprisonment up to Six
months or e fine and the imprisonment on

such a

reparing false accounts, invoices or other

documents;
Committing an evasion of tax by fraud,;

If an unregistered person acts as if he or she

were a registered person,;
(d) Infringing Section 23C.;

(e) Carrying out a transaction by infringing
Section 30.”

(32) The following Section 29A. shall be insertdaSection 29:

“29A. Power of Department to order to furnish the amunt

of fine: (1) Notwithstanding anything contained elsewhere
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in this chapter, if any person, prior to the comosment
of proceedings of action, admits in writing that dreshe
has committed another offence or more than suanoé
set forth in Sub-section (2) of Section 29, the &é&pent
my order such a person to furnish the amount @f fiot
exceeding the amount of fine imposable for the

commission of such an offence.

(2) In issuing order as referred to in Sub-section

(1), such an order has to set out the details @h su

offence, amount of fine to be paid and-date fompeyt of

the amount of fine.

(3) An order issued Department pursuant to

this Section shall be fi
(833) The following Sectio hall be insertdidaSection 30:

“30A. Power

where, *

r_for reassessment of tax(1) In cases

ore tax Is assessed, it appears from the
n given to the Director General that agyion

g to the assessment of tax is about toregutar or

has been irregular, the Director General may, l@cebting

a memorandum clearly setting out the reasons, give
direction to the concerned Tax Officer to make
reassessment of tax or order any other Tax Officeto

that act.

(2) In cases where it appears that tax liabilitg ha
increased because of tax assessment made by the Tax
Officer recklessly or withmala fide intention, the Director

General may give order to amend such tax assessment
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order within Four months after the date of inittalx

assessment.”
(34) The following Section 31A. shall be substitufer Section 31A:

“31A. Application may be made for administrative review

(1) A person who is not satisfied with any decisadriax
assessment made by the Tax Officer may make an
application to the Department against the decigwihin

Thirty days of the date of receipt of a notice bétt

decision.

(2) In cases where t imit for making

application pursuant to S n (1) expires ang
person makes an appli or the extensiomud timit
within Seven days date of expiration & thme
limit, the De may extend the time limit far
period not o ing Thirty days from the date of

e time limit.

If the claim of the applicant appears to bestru
examining the evidence and documents incluitieg
,'application made by the taxpayer pursuant to Sehese
(1), the Director General may, by executing a
memorandum setting out the clear reasons, void tipat
assessment order and direct the concerned TaxeOffic
make re-assessment of tax or order any Tax Offwelo

that act.

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

application pursuant to Sub-section (1).
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(5) If the Department does not give decision within
the time limit as referred to in Sub-section (4he't
concerned person may make an appeal to the Revenue

Tribunal pursuant to Section 32.

(6) The taxpayer who makes an application
pursuant to Sub-section (1) has to pay undisputezliat
of tax, out of the amount of tax assessed, andsfura
cash deposit of One Third of the amount of tax in

controversy.

e amount to be
1) has beensted

n, only the remam

(7) In cases where exce:
furnished pursuant to Sub-
prior to the making of a
amount upon deducti the amount covered by that

amount may be as deposit.

(35) The following Sect hall be substituteddSection 32:

he Revenue Tribunal (1) A person who is

fied with an order of suspension made Hey t
or General pursuant to Section 30 or a da&uisi
*made by the Department pursuant to Sub-sectiorof(4)
Section 31A. may file an appeal in the Revenueun#d)

according to the Revenue Tribunal Act, 2031.

(2) The person who files an appeal pursuant to
Sub-section (1) has to register a copy of the dppeh
the Department within Fifteen days of the dateilofg

appeal.”

(36) The following Section 32A. shall be insertdter Section 32:
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“32A. Advance ruling (1) If any person makes an application in

writing to the Department for the removal of any
confusion as to the application of this Act, thgopBement
may issue its version by an advance ruling as phlest,

by notifying the person in writing.

(2) Notwithstanding anything contained in Sub-
section (1), the Department shall not be entitiedssue
an advance ruling referred to in Sub-section (1)aow

matter of confusion occurred in the implementatdthis

Act in cases where such matte the court

or has already been decided b

g Sub-section (1) shall be sulnsat for Sub-
91) of Section 40:

(38) Th

“(1) A person who provides information, alongtwi
evidence, showing that a taxpayer has evaded empted to
evade all or some portions of his or her tax ligbimay be
awarded, by a decision of the Director Generalreagard the
amount that is equal to Twenty per cent of the arhaf tax

recovered on the basis of that information."

(39) The following Schedule-1 and Schedule-2 shallsubstituted
for Schedule-1 and Schedule-2:
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“Schedule-1

(Relating to Sub-section (3) of Section 5)
List of VAT exempt goods and services
Group 1.  Basic Agricultural Products

(@) Paddy, rice, wheat, maize, barley, millet, wiogat, pulses,
biedks, kidney

oodriatatand

flour, rye flour, grains, paddy flakes, pe
peas, beans and similar basic unpr

their extracts.

(b) Green and fresh vegetable, ruits, fesgs, tuberous roots,

and fruits, vegetables a use in vegetablduwbetous roots,

cash crops/cereals (such as suogar@tton,

(c)
, ginger and saffron, flax, unprocesseddat, tea leaf
by farmers, tea chest, proved orthodox teaymimg using
|oogical fertilizer, coffee, soybean, ground-suturmeric, oil-

cake and other solid residues.
(d)  Herbs (including their extracts).
Group 2.  Goods of Basic Needs:
(@) Piped water, including water supplied by tasker
(b) Wood and coal.

(c) Salt.
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(d) Kerosene.
Group 3. Live Animals and animal products

(@) Goats, sheep and mountain goats , yak andlbsiffabore and
pigs , rabbit and their unprocessed raw edibld fitems.

(b) Cows and she buffalos, she goats, and thein fnalk, (including
pasteurized), curd, bees and bee hives and beeingeep
machinery, including germination plant, metal barbee brush,

base roller, gear pump and wheel plate and beecsiary or

threshing machinery.

(c) Ducks, hens, cocks, turkey and : thedditheir fresh

meat and unprocessed raw ite ggos.

(d)  Fresh or dried fish (excej than packed).

4. Agricultural inputs

(@) Crops, gras lowers or live trees and offlants, bulbs,

tubers, tub roots and bulbs and roots usedeas

(b)

|, fertilizer and soil conditioners.

(c) "Hand tools, spades, shovels, mattocks, pick&shforks and
rakes, axes, bill hooks and similar hewing toodsaseurs of any
kind, scythes, sickles, hay knives, other than hsams, hedge
shears, timber wedges, ploughshare and other ¢ddal&ind used

in agriculture.

(d) Insecticides, rodenticides, fungicides, hedmsi and de-ratting
drugs as mentioned in Chapter 38 of Customs Tasétl only for

crops.
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(a)
(b)
(c)
(d)

(e)

(f)
(9)
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Use in agriculture function Tractors, cultivato tantalum,
levelers, harvesting or threshing machine, thresHeshing nets,
ready-made cages for aquaculture, fish incubamrsping sets
with engines from Two to Eight horse power and @3® meters

hose pipe accompanied with the sets, used intioigavorks.

Raw materials of deed supplements falling un@aapter 23 of

the Customs Tariff, and lime stone dust, bone dndtfish dust.

Special kind of utensils for feeding poultrgéeexcept normal or

general utensils, and special kinds of uten ding water to

poultry.

Medicine, Medical and Similar
Health services.
Human blood and h ood items and vaccines.

Human or ani gans or tissue for medieaéarch.

treatment of livestock and hankeeings and

akers used in treatment of heart diseaSes, valve of
eart, goods made for, and suitable only forubke of, infirm

and disabled persons.
X-ray film and oxygen gas to be used for treatn bandage and

Raw materials for drug industries. metal salts, oxides and
hydro-oxides used by drug industries and in thedpction of
IOL, falling under Chapter 28 of the Customs Tar#é well as

raw materials of drugs (active ingredients of djugaed raw
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materials used by drug industries in productiondaigs and

packing materials.
Group 6: Education
(@) Research related acts in schools or univegsitie

(b)  Getting purpose for non-profit, Vocational apfessional

trainings or refresher trainings

(c)  Educational services provided by schools andeusities.

Group 7:  Books, newspapers and printed materia

(@) Books, calendars, newsletters (h 29902, 49.04) and

printing and publication thereo
(b)  Newsprint (heading 48.
and services, carvingarvices

Group 8:  Artistic and cultur

(@) Painting, ha s, carving and similar oth@ndicrafts and

(b)

| programs,

mission fees to libraries, museums, art mose zoos and

(€)

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

Air transport, passenger transportation (exceptalcalar) and goods

carrier service (except transportation relateduiapsy).

Group 10: Personal or Professional service:
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Personal services rendered by artists, sportspgrsarthors, writers,
designers, translators and interpreters institadigror individually, and

services of supplying human resources to foreigmtuaes.
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Group 11: Other goods or services:

1. Postal services (only those provided by the Guwent of
Nepal):

(@) Services of conveyance or transfer of lettersney and

postal packets.

(b)  Other services required for the services ofvegance or

transfer of letters, money and postal packets.

(c) Postage stamps.
(d)  Services provided by the Go t of Nepal.
2. Excise duty stamp, cash mach passport.
3.  Financial services and rance services.

4. Bank notes, coins eque books:

5. Gold and silver:
(@) Gold, gold coins, gold ornaments and diamomauments.

(b)  Silver, and silver coins, silver ready-made dmoand

ornaments.
6. Electricity supply.

7. Raw wool.
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14.

15.

16.

17.

18.
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Battery operated tempo and their chassis antiyat

Bio-gas, solar power and wind power operatedgvaygneration
plants and their equipment and solar photovoltet plate or
tubular battery, on the recommendation of the Ald¢ive Energy

Promotion Centre.

Aircrafts and helicopters and their enginesbwaiances and

corpse carrying vehicles.

Jute batching oil and jute products.

Mills, machineries and equipment, égscept spare
in holdeliwacting

up to 5 percent customs du ng under Bdrtof the

parts) other than those that can

Customs Tariff.

Woolen carpet and wo carpet weaving, dywaghing and

knitting.

100 perce on sari,ungi, Dhoti (for both men and

a and cotton yarn.

yarn to be used in hand knitting sweg@ecept artificial

crylic) domestically.

Donated goods received for any natural calamitior
philanthropic purpose, as approved by the MinisthyfFinance,

Government of Nepal.

Goods of personal use that do not attract msstbuty and are

imported under the Luggage and Baggage Ordertfacili

Amount equal to such tax as deemed payable rdmagins

balance upon deducting the tax paid on purchase fre tax
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collected on the sale of goods by textile, matchlyavooden
stick) and tyre-tube industries shall be refunded these
industries in accordance with the procedures dpdciby the

Department.

Only Fifty percent of the amount equal to stak as deemed
payable that remains balance upon deducting thepéack on

purchase from the tax collected on the sale of pctxl
(sugarcane and flour) by sugarcane and flour imessshall be

refunded to these industries in accordance withpiteeedures

specified by the Department.

molfiknd set and
at they haud sbe tax

If any native industry that manuf

importer thereof submits evide

x shall be exempted in oglab imports of

for not more than 3 megawatt|srhgidro

dation of the Alternative Energy Promoiienter, in
case of those which are operated with the appmf that
enter, other not more than 3 megawatt projects tlom
recommendation of the Electricity Development Dépant, in
the case of the industries except those which pezaved with

the approval of the Alternative Energy Promotiomfee.

The value added tax shall not be levied onstesinng any motor
vehicles that were imported by any foreign missmmdonor
agency with the enjoyment of the diplomatic fagilir tariff
facility to the project itself in consonance withet approval

annual program of the project and converting thember plates
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into governmental ones or on transferring, with dpgroval of
the Ministry of Finance, any motor vehicles thatrevenported in
the name of any project with the enjoyment of arlipartial tariff
facility (except those imported on inventory or kaguarantee)
to any governmental body after the completion efpioject and

converting their number plates into governmentaon

If any diplomatic body, project or other bodpvyernmental as
well as non-governmental organization) intends ¢oa and

cancel the registration of any motor vehicle thdtas imported

with the enjoyment of the tariff facility a
years old after the year of initial pro
the Ministry of Finance, the val tax shall be levied

on such a motor vehicle.

If the owner of a moto mported byit'zen of Nepal for

personal use with th oyment of value addedet@mption
dies and the ehicle has to be transmittethéohusband

or wife of th er of motor vehicle, the valuadad tax shall

y industries that have not enjoyed thalifgcof bonded
/arehouse or passbook import the raw materialssidiay raw
materials, and packaging materials that are nodywed in
Nepal, required for the production of goods to Bpogted by
them and export the goods produced from such raigriaks in
accordance with such procedures and within suchogbeas
prescribed, the value added tax levied on such materials,
subsidiary raw materials and packaging materialhatcustoms

points while importing them shall be refunded frdme customs
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point in relation to such goods, from such a daid @n such pro

rata as specified in a notice published in the N&aaette.

26. If the Government of Nepal considers reasonablgrant any
exemption to any taxable goods or to refund taxmaty grant

such exemption by publishing a notice in the Népatette.
Group 12: Lands and buildings

Purchase, sale and rental of lands and buildingsefg¢ the

services provided by such entities carrying en hess such as

hotels and guest houses)
Group 13: Betting, casinos and lotteries

Activities relating to facilitie ded for therganization of

bets or gambling, and |

Note:
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Schedule-2

(Relating to Sub-section (2) of Section 7)

Goods and services subject to zero rate

Goods exported from Nepalif it is proved that

follows:
(@) Goods exported outside Nepal,

(b) Goods shipped for use s on an intemeltiflight of

which destination is epal, or

(c)  Goods put on bo an international flight dfietr destination is

outside Nep etail sale or supply or constompt

Services t plied to persons outside Nepal

pply of services by a person residing irp&léo a person
utside Nepal, who has no business transactionjndsass

representative or legally recognized agent in Nepal

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

registered in Nepal to a person who is residingidatNepal.

Goods or services imported by a person or nmssigoying diplomatic
facility and a person serving in a diplomatic nossienjoying tariff
facility, on the recommendation of the Ministry Bbreign Affairs,

Government of Nepal.
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If any previous treaty or agreement provideshar sales tax exemption
on imports, and local purchase is made from thistexgd taxpayers, on
the recommendation of the concerned project, thiitfaof zero rate

shall be provided on such supplies, so long as geetty or agreement

is in effect.

Raw materials to be sold to and goods manufadtby any industries
established pursuant to the laws in force and ¢péran the special

economic zone.

If, on the recommendation of the Alternative Ejy otion Center,

srergeng energy
2 indusind is to be
gahall be provided on

the battery used in the equipment and me
from solar power is produced by any
supplied by that industry, the facility
that transaction on the recol dation of AlteueatiEnergy
Promotion Center and in acc e with the promedapecified by

the Department.

If not more than 3 att small hydro powejgrts are produced

by any native i y and are to be supplied st thdustry, the
facility of z ate shall be provided to that ustty on that

transacti the recommendation of the AltemweatiEnergy

approval of that Center, other not more than 3 magaprojects on the
recommendation of the Electricity Development Dépant, in the case
of one other than that operated with the approvaihe Alternative

Energy Promotion Center and in accordance with pinecedures

specified by the Department.

If painting, handicrafts, carving and similahet handicrafts produced a
cottage and small scale industry within Nepal aqgoeted through an
approved export trading house of Nepal, the vatided tax paid on the

raw materials used in the manufacture of such gesbdH be refunded
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after fulfilling the procedures specified by thelaimd Revenue

Department.

Financial Act, 2065 (2008)

Date of Authentication and Publication
2065.6.3 (19 Nov. 2008)

An Act Made to Implement Proposals Relating to Finace of the

Government of Nepal

Preamble Whereas, it is expedient to levy so ssiaketies, cesses

and fees, continue or alter the existing one mend the laws in force
relating to revenue administration in ord emént the proposals relating

to finance of the Government of Nep

s Act shall come into force immediately.

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

(1) Of Section 2,-

(@) The following Clause (f1) shall be insertedenfClause

(f):
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“(fl) “Group of companies or entities” means a graaf
companies or entities in relation to which the

following situation exists:

(@) If any business is carried on by a person or
agent member associated with the group of

entities,

(b) If any goods or services are supplied by the

group of entities to any entity or group of

(c) re supplied to the
group of entity er of the group,
(d) If the nt address of operation of

any two or more than two

in the same place, or

the group of entities is controlled directly
or indirectly by any one person or some

persons.”

.“The following Clause (h) shall be substituted €Clause
(h):

“(h) "Consideration” means anything to be obtaimed
exchange for the price of any goods or services

being supplied.”

(c) The following Clause (h1) shall be inserteceaiClause

(h):

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

or financial lease.”
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(d)  The following Clause (k1) shall be substitufed Clause
(K):

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

cash register/machine and fiscal printer.

(e) The following Clause (t) shall be substituted €lause
(t):

“(t) “Tax Officer" means the Tax
Officer and the Chief Tax A

by the Government of N

icer, Chief Tax

he purpose of this
Act, and this term i section office, dioec

and deputy direc the Department or such

other office ted by the Government of
g to exercise the powers of Tax

his Act.”
(2)  The following'Section 4 shall be substituted $@ction 4:

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

ax Officer shall be as prescribed by the Goverrtnadn
" Nepal.

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

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

“5A. Tax not to be levied on transfer of ownership of

transactions.  Notwithstanding anything contained
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elsewhere in this Act, in cases where a registperdon
sells the transaction being carried out by himertb any
other registered person or the transaction is feeanesl in
the name of his or her heir by virtue of death hstransfer
of ownership shall not be subject to tax. The perso
registered in so selling or transferring the tratisa shall

give information thereof to the Department as pibsd.

(2) Notwithstanding anything contained in Sub-
section (1), if any industry or business, that guieed to

be registered or has been regist

transferred, the transferee wha S the owiresstall

bear the transferor’s liabilit ecified layv.

(3) The person

subject to Sub-s

obtains ownership shall,
. (3), bear the obligatiorsaiely

maintaining th ; ts, records and books ofiadcof
of such an industry or business thd

period (before and after transfer) pamsuo

ing Explanation shall be inserteddrause (c) of Sub-
on (2) of Section 6:

(4)

“Explanation: For the purposes of this Clause, acquisitionlshal

be deemed in the following circumstance:

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

(b) Advertisement services,

(c) Technical services, engineering services, sernafes
suppliers providing technical services, legal

services, accounting services, data and data
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“8A. Provision
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processing services, information services and ammil
other services.

(d) In supplying the services as referred to in Sub-
section (1) or accepting any liability or undertaki
or in exercising that undertaking fully or partly o
doing any business activities in exercise of such
right, or

(e) Insurance or reinsurance services other than the

facility of safe deposit.

The rate of tax to be levi ant to #has shall be in

single rate of 13 percer
II be inserteteafSection 8:

ank qguarantee (1) An industry that

e than Sixty percent of the total salbe last
Twelve*months after the operation of the industrgym

e import by furnishing a bank guarantee with the

,rconcerned Tax Office in consideration for tax while

importing the raw materials required to produce dgbeds

in the quantity of export, and import of goods te b
imported for a duty free shop through a bonded @uee
may be made by furnishing a bank guarantee with the
concerned Tax Office in consideration for tax |elaon

such goods.

Provided that, except for the import by a duty free
shop through a bonded warehouse, in order for thero

exporter to avail such a facility, the exporter basnake
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finished goods from the raw materials, with Tenceet
value addition.

(2) Liquors and cigarettes imported through a
bonded warehouse availing the facility as refert@dn
Sub-section (1) have to be sold only to the diplidcrend
tariff facility enjoying persons or bodies that are
recommended by the Government of Nepal, Ministry of

Foreign Affairs.

(3) Liquors and cigarettes in at the dute fre
al Aitpdrthe

may be transfemed

shop situated at the Tribhuvan |
time of commencement of t
its own bonded warehou has been licensdxk or

sold upon paying levia

arantee furnished pursuant to Sub-
e released from the concernexd Ta

Office | ordance with the procedures specifigdhe

(5) A person who enjoys the facility as referred to

+in this Section shall not be entitled to the fagilas

referred to in Sub-section (4) of Section 24.”

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

“9.

Exemption for small vendor. Notwithstanding anything

contained in the other provisions of this Act, arraption
may be provided to a small vendor, having a preedri
annual taxable transaction threshold, from the
requirements of registration and filing of tax meis and

from such requirements as may be prescribed.
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Provided that, if a small vendor wishes to have his
or her transaction registered voluntarily, he oe shay
have such registration after completing the proceslas

referred to in Section 10.”
(8) Of Section 10,-

(@) The following Sub-sections (1) and (2) shall be
substituted for Sub-sections (1) and (2):

“(1) A person who intends to be engaged in any
in theagpiteed

ration, prido

transactions has to make an appli :

format, to the Tax Officer

commencing the transactio

(2) If any gooo sacted by a person is taxable

if any person of hardware, sanitary, turej
fixture, furni ' automobiles, electronics, marband
actions within a Municipal Corpooati
pal Corporation, Municipality or Depart o
area specified by the Department, the@ehas
1ake an application in the prescribed formath®Tax
Officer, for registration, within Thirty days afténe date of
imposition of such tax or the date of commencemoétite

transactions.”

(b) The word “application” shall be substituted ftwe word

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

“10A. Special provision relating to provisional regstration:

(1) In the case of an exhibition, fair and similather

transaction to be organized temporarily, the omamand

273

www.lacommission.gov.np



www.lacommission.gov.np

any entrepreneur who carries on the transactioangf
taxable goods or services in such an exhibitiofaimrand
IS not registered with the Value Added Tax shalehto
be registered with the Value Added Tax. In the afsae
person who is so registered, the Tax Officer mayire a

deposit in consideration for security.

(2) An entrepreneur who has been registered with
the Value Added Tax since previously pursuant t-Su

section (1) may take back through stock transferginods

exhibited in that program.

(3) A tax payer who n registered only for

the program as referred t -section (1) dmale to

(10) Of Sectio
| Of Sub-section (1),-

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

for Clause (c):

“(c) In the case of a partnership firm, if
such partnership firm is dissolved or

the partner dies,”

(2) The following Clause (d1) shall be inserted

after Clause (d):
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“(d1) If the taxpayer is one who gives zero
return or does not give return at all
within a consecutive period of One

year,”

(3) The following Sub-section (1b) shall be

inserted after Sub-section (1a):

“(1b) A taxpayer has to submit his or her

documents for auditing within fifteen days of

the submission of th returns for

cancellation of reg and the Tax

Officer shall pe e audit of such a

taxpayer, c the registration within

Three iths,or if registration is not to be so
canc the Tax Officer shall give

' on thereof to the taxpayer. If the

x Officer does not cancel registration or
ake decision to cancel registration within
that period, the taxpayer is not obliged to
furnish the tax returns subsequent to that

period.”

(b) The following Sub-section (3) shall be
substituted for Sub-section (3):

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

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

transactions.”

(c) The following Sub-section (4) shall be

substituted for Sub-section (3):

“(4) If any act and liability as required to

be performed and born uant to this Act

shall be due by the. f commission or
omission of any e time of carrying on
taxable trans the cancellation of
registratio uch a taxpayer shall not in
in the exemption from the

nce of such a liability.”

Jse (b) shall be substitufed Clause (b) of

(11) The following
" Section 12:

Sub-sectiol

duty, ownership fee and other taxes dine tax

imposed under this Act.”

Explanation: For the purposes of this Clause, "other tax
amounts" means such tariffs, fees and charges @as ar

specified and levied by the yearly Financial Act.
(12) The following Section 12A. Shall be insertdidtaSection 12:

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

levied and collected tax on the amount of royaltyhe

timber of national forest or the amount of auction,
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whichever is higher, at the time of auction, reéeas saw

order, whichever is earlier.

(2) If the timber of a personal cultivated, private
forest or community forest for business purpose and
despite that royalty is not chargeable, tax shalldviable

as if it were the timber of national forest.”
(13) Of Section 14,-

(@) The following proviso shall be inserted in Ssdztion (1):

“Provided that, a person arries on annual

transaction of more than O n Rupees sledue
invoices with serial nu nd permanent accounts
number as well as h -her name, and addresstelesp

that he or she is gistered.”

(b)

One who transports goods attracting tax of
than Ten Thousand Rupees outside the area
specified by the Department shall hold tax invoiogih

him or her.

(5) The Department may order taxpayers to issue
invoices by using a cash machine or computer. Other
procedures on so issuing invoices by using a casthime

or computer shall be as prescribed by the Depattmen

(6) The Department may, by publishing a notice or
giving an order in writing, so specify that any qmr

specified by such a notice or order has to makdigtite
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retail sale value or price of any such goods asipe in
that order or notice for such period as specifieerein.
No sale or transfer of any goods shall be madeowith
making public the retail sale price after the rpteif such

a notice or order.

(7) Provision shall be made that any person
specified pursuant to Sub-section (6) shall, itirggguch
goods to any unregistered persons, have to isso&E@s

of the price made public in the specified formatd an

collect also the tax at the consum

Provided that, any S not so specified

pursuant to Sub-section ( ssue invoicee®sred

to in this Sub-section.

) shall be insdrtdter Sub-section

vithstanding anything contained in  Sub-

“(3) .

sections nd (2), a Local Body or GovernmeniNepal

(15)

(a)

(b)

to collect or recover tax at the timsadé of taxable

ds or services.

Of Section 16:

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

section (1):

“(1a) The Department may have continuous access

to the computer database of taxpayers.”
The following Sub-section (3a) shall be inseérédter Sub-

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

such an account.”
(16) The following Section 16A. Shall be substitifer Section 16A:

“16A. Records processed by computer to be eligiblesa

evidence (1) Notwithstanding contai the laws in

force, the records relating to ta processedhke
computer installed in the Deg ent or officegeh@der
shall be eligible as evide purposes of ¢éxeept as

otherwise proved.

(A7) Th ing Section 16B. shall be inserté@@Section 16A:

Deduction of tax paid on goods in the event ¢dss In

the event of loss and damage due to arson, tlosfident,
wear and tear, disruptive activity or expired thegted of
uses goods of value added tax paid on the goodkslsha

deducted as prescribed.”
(18) Of Section 17,-

(@) The following Sub-section (2) shall be subs#tl for
Sub-section (2):
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“(2) Notwithstanding anything contained in Sub-
section (1), it may be provided that no deductioomy a
partial deduction may be granted in the case of the
prescribed goods that can be used for personabpearpr

for business purpose or for both purposes.”

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

Sub-section (5a):

“(5a) The concerned taxpayer shall be allowed to

ere rajploor

agreement under

(2).”

deduct tax paid on the capital goods.

purchased by entering into

financial lease subject to Sub-s

(c) The following Sub-se b) shall be insdrtafter

Sub-section (5a)

“(5b) cerned taxpayer shall be allowed to

15.”

“(8) Notwithstanding anything contained
elsewhere in this Section, the name of a taxpayss w
does not submit the tax returns for Six months
consecutively shall be made public, and if therany
amount due for tax deduction by such a taxpayesh su
amount may be suspended and his or her registratayn

also be suspended.”

(19) Of Section 18,-
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(@) The words “or by registered post” shall be itess® after
the words “before the Tax Officer” contained in Sub

section (1).

(b) The following Sub-sections (1a) shall be insdrtafter
Sub-section (1):

“(1a) Notwithstanding anything contained in Sub-
section (1), a taxpayer in a district where theseno

Inland Revenue Office may furnish the amount of tax

returns to be paid and submitted - m/her witk th
ler of the same
he month imieh

turns paying tke The

Office of Funds and Accounts.C

district within the Fifteent

he/she has to furnish th

Office of Funds and nts Controller shall fordvéhe

(20) Of Section 19

(@) following Sub-section (2) shall be substtl for

y-section (2):

“(2) If a taxpayer does not pay the tax within the
time limit specified in Sub-section (1), an extteamge of
Ten percent per annum shall be imposed on the anodun

tax due and outstanding.”
(b)  Sub-section (3) is, hereby, deleted.

(c) The words “pursuant to Sub-section (2)" shak b
substituted for the words “pursuant to Sub-sec{@nor

(3)” contained in Sub-section (4).
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(d The words “pursuant to Sub-section (2)" shak b
substituted for the words “pursuant to Sub-sec{@nor

(3)” contained in Sub-section (5).

(21) Of Section 20,-

(@) The following Clauses (f), (g), (h) and (i) BHze inserted
after Clause (e) of Sub-section (1):

“(N  If supply is made to the group company by nmaki
under invoicing,

(g If transaction is carried ou

(b)

) In assessing the tax pursuant to Sub-section
tax assessment shall have to be made withir Fo
years from the date of submission of the tax retulfrthe

tax assessment cannot be made within that perfos, t

returns so filed shallpso facto be considered to be valid.”

(c)  The following Sub-section (4a) shall be inseradter Sub-
section (4):

“(4a) Notwithstanding anything contained in Sub-
section (4), where any person has evaded tax lpaprs

false accounts or invoices or other documents drdud,
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the Department may at any time issue an orderHer t

reassessment of tax.”

(22) Of Section 21,-

The following Clause (c) shall be substituted €Clause

(a)
(c) of Sub-section (1):

“(c) By selling all or some of the properties ofeth
taxpayer through sealed gquotations or auction at

the same time or various times.”

(b)  Sub-section (2) shall be delete

(23) The following Section 22A. shall tébaSection 22:

sion_plan Notwithstanding
where in this Act, if anyptayer
ollowing acts with mala fideantion

“22A. Provision against t
anything contai

commits any. o

to take age of tax, the taxpayer shall benddeo

have itted enticement to evade tax through tax
ption scheme, and the Director General mayrorde

e Tax Officer to assess the tax of such a taxpayd
recover the same:

(@) To lessen the liability of tax by making or dgi
any scheme or act with mala fide intention to evade

tax by manipulating any provision contained in this
Act,

(b) If any person or entity does any act with niada
intention to lessen the liability of tax or ent@r

agreement with that intention.”
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(24) The following Sections 23C. and 23D. shall ibserted after
Section 23B.:

“23C. Purchase of goods of under invoicing1) If any person

sells any goods by under invoicing, showing thdirsgl
price lesser than the prevailing market price, e
Officer shall, notwithstanding anything contained the
laws in force, withhold the goods in stock similarthose
goods so under invoiced and sold and the InlanciRes/

Office may purchase or cause to be hased the aa

the price under invoiced and sold

(2) If, in purchasing 2d to be purchased th
goods by the Departme ffice pursuant to Sub-
section (1), such a es not agree tohselidods,
the Department ice shall take such goodst® i
custody, mak ulation on the basis of the pate
y-were under invoiced and sold and make

en such a person shows up to receive

(3) The goods purchased or caused to be purchased
pursuant to Sub-sections (1) and (2) may be sold or
caused to be sold at such price and in accordattbe w

such procedures as may be specified by the Director

General.”

“23D. Power to make search, seizure or demand depbsir

security: (1) If the Tax Officer finds that any person, firm,
company or organization has done transaction bgliega
tax and there is a possibility that the accused goagway

or the evidence and proof of offence may disappibar,
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Tax Office may, with the approval of the Directoert&ral,

do or cause to be done any of the following acts:

(@) To seal the place of transaction,

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

(©) To demand cash deposit or wealth guarantee
in a sum equivalent to the tax evaded from
the person believed to have committed the

offence, by executing a memorandum to that

effect,
(d) To withhold the

of taxpayer fo

unt in the name

ree months.

(2)The Tax Officer s

police may exercise u

ave the same powershas t
laws in force inti@mto the

investigation of offences uant to this Act.”

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

section (5)° on 24:

n the submission of an application pursuanub-
(3) or (4), the Tax Officer shall refundmiediately the
ount held to be refundable, and if such an amasmtot
refunded within Thirty days after the date of suisiun of
application in relation to the matter referredridSiub-section (3)
and within Sixty days in relation to the matterereéd to in Sub-
section (4), the Government of Nepal shall haveptovide

interest on that amount, as prescribed.”

(26) The following Section 24A. shall be insertdiddaSection 24:
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“24A. Tax_not to _be refunded (4) Notwithstanding anything

contained in Section 24, if an application is natde for

the refund of the amount refundable pursuant te Aat

within Three years after the date of expiration tbé

period of tax, such refund shall not be made.”

(27) Of Section 25,-

(@) The following Clause (a) shall be substituted €lause

(a) of Sub-section (1):

“(a)

(b)

If a foreign county grants

exemption facility to Ne lomats whom the
Government of Nep y of Foreign Affairs,
has granted dipl [ic recognition or to persons
cility and serving in regidna

missions or institutions, the amibu

y the Nepal based diplomats of such
or regional or international missions or

lons to the extent of consumption by them.”

llowing Sub-section (1a) shall be insdradéter Sub-

section (1):

“(1a) Notwithstanding anything contained in Sub-

section (1), the tax paid by a diplomatic body mamat
on the purchase of taxable goods or services sloalbe

refunded if the amount purchase is less than One

Thousand Five Hundred Rupees at one time.”

(28) The following Sections 25A. shall be inserédiger Section 25:

“25A. Refund of tax paid by foreign tourist on purclase If a

foreign tourist visiting Nepal and returning by air
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purchases taxable goods of more than Fifteen Timausa
Rupees and takes them with him or her, the tax paid
such goods shall be refunded in accordance with the

procedures specified by the Department.

(29) The following Sub-section (2) shall be sulo¢ad for Sub-

(30)

section (2) of Section 26:

“(2) For the purposes of Sub-section (1), the w@ténterest

shall be Fifteen per cent per annum.”

The following Sub-section (1a) shall

section (1) of Section 28:

“(a) If any goods ma ed or prepared within

Nepal, after the completion, rt proceduresheyCustoms
Office or after reachi foreign country, areimgorted
e concerned party orradeson, and

> to be exported within Three msoot the

because of rejectio

the same goo
import, the may be released against the deggdke value

added

ble at the time of such return, tme deposit
funded after the re-export of such gootse
ed Customs Office shall provide the detdidmount so
rnished as a deposit and refunded to the InlamdeRue
Office.”
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(31) Of Section 29,-
(@)  Of Sub-section (1),-

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

Clause (a):

“(@ In the event of violation of Sub-section (1)
or (2) of Section 10, Ten Thousand Rupees

for every tax period.”

(2) The following Clause (bl) insertedeaft
Clause (b):
“(bl) In the f failure to place a tax

. The following Clause (c) shall be substituted f

Clause (c):

“(c) In the event of violation of Sub-sections (1)
and (4) of Section 14, Five Thousand

Rupees for each instance.”

(4) The following Clause (d) shall be substituted f
Clause (d):

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

percent amount of tax collected.”
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(5) The following Clause (gl) shall be inserteceaft
Clause (9):

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

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

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

observing this Act or the R
Act, the Tax Officer may"

percent of the amou

p to Twenty Five
X, on the grounds as

specified by the D ent.”

(2) The following S tion (2) shall be subgatl for

Sub-section (

“(2) son commits any of the following offees,
Tax Officer may impose a fine of cent percdnt o
the amount of tax or an imprisonment up to Six

months or both the fine and the imprisonment on

such a person:

(@) Preparing false accounts, invoices or other
documents;

(b) Committing an evasion of tax by fraud;

(c) If an unregistered person acts as if he or she

were a registered person;

(d) Infringing Section 23C.;
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(e) Carrying out a transaction by infringing
Section 30.”
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(32) The following Section 29A. shall be insertdaSection 29:

“29A. Power of Department to order to furnish the amunt

of fine: (1) Notwithstanding anything contained elsewhere
in this Act, if any person, prior to the commencamef
proceedings of action, admits in writing that hesbe has
committed another offence or more than such offesste
forth in Sub-section (2) of Section 29, the Deparitnmy
order such a person to furnish the amount of fioé n

exceeding the amount of fine osable for the

commission of such an offence.

(2) In issuing orde rred to in Sub-sectio

t out the details oh su
e paid and date fompeyt of

(1), such an order ha
offence, amount of fi

the amount of fi

rder issued by the Department pursuant to

this S shall be final.”

(33) The ing Section 30A. shall be insertdter Section 30:

Power to order for reassessment of tax(1) In cases

where, before tax is assessed, it appears from the
information given to the Director General that agyion
relating to the assessment of tax is about toregutar or

has been irregular, the Director General may, l@ceting

a memorandum clearly setting out the reasons, give
direction to the concerned Tax Officer to make
reassessment of tax or order any other Tax Officaito

that act.
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(2) In cases where it appears that tax liabilitg ha
increased because of tax assessment made by the Tax
Officer recklessly or with mala fide intention, tBerector
General may give order to amend such tax assessment
order within Four months after the date of initialx

assessment.”
(34) The following Section 31A. shall be substitufer Section 31A:

“31A. Application may be made for administrative review
decisairtax

(1) A person who is not satisfied witl
assessment made by the T er may make an
application to the Departm st the decigwihin
Thirty days of the date ipt of a notice béitt

decision.

the Department may extend the time limit far
riod not exceeding Thirty days from the date of

expiration of the time limit.

(3) If the claim of the applicant appears to bestru
upon examining the evidence and documents incluiteg
application made by the taxpayer pursuant to Sabese
(1), the Director General may, by executing a
memorandum setting out the clear reasons, void tibat
assessment order and direct the concerned TaxeOffic
make re-assessment of tax or order any Tax Offwelo

that act.
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(4) The Department shall make decision on the
application within Sixty days after the date of makof

application pursuant to Sub-section (1).

(5) If the Department does not give decision within
the time limit as referred to in Sub-section (4he't
concerned person may make an appeal to the Revenue

Tribunal pursuant to Section 32.

(6) The taxpayer who makes an application

pursuant to Sub-section (1) has to
of tax, out of the amount of tax
cash deposit of One Thir e amount of tax in

controversy.

excess of the amount to be
Sub-section (1) has beenshed

of application, only the remam

(7) In case
furnished purs
prior to the
amoun n deduction of the amount covered by that

be furnished as deposit.
g Section 32 shall be substitutedSection 32:

" Appeal in the Revenue Tribunal (1) A person who is

not satisfied with an order of suspension made Hey t
Director General pursuant to Section 30 or a dauisi
made by the Department pursuant to Sub-sectiorof(4)
Section 31A. may file an appeal in the Revenueun#d)

according to the Revenue Tribunal Act,2031.

(2) The person who files an appeal pursuant to

Sub-section (1) has to register a copy of the dppeh
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the Department within Fifteen days of the dateilofg

appeal.”
(36) The following Section 32A. shall be insertdidaSection 32:

“32A. Advance ruling (1) If any person makes an application in

writing to the Department for the removal of any
confusion as to the application of this Act, thgpBement
may issue its version by an advance ruling as phlest,

by notifying the person in writing.

(2) Notwithstanding anythi ned in Sub-
section (1), the Department s
an advance ruling referre
matter of confusion occ the implementatdthis
Act in cases where.s attersud judice in the court

or has already ecided by the court.

(837) The following Section 34A. shall be insertdiddaSection 34:

ave expert's serviceThe Government of

may obtain the service of the concerned éxper
e act related to tax auditing; and the provisomm
governmental secrecy mentioned in Section 37 siiad

apply to such an expert.”

(38) The following Sub-section (1) shall be sulosatd for Sub-

section 91) of Section 40:

“(1) A person who provides information, alongtwi
evidence, showing that a taxpayer has evaded empted to
evade all or some portions of his or her tax ligbimay be

awarded, by a decision of the Director Generalreagard the
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amount that is equal to Twenty per cent of the amhaf tax

recovered on the basis of that information."
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(39) The following Schedule-1 and Schedule-2 shallsubstituted
for Schedule-1 and Schedule-2:
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“Schedule-1
(Relating to Sub-section (3) of Section 5)
List of VAT exempt goods and services

Group 1.  Basic Agricultural Products

(@) Paddy, rice, wheat, maize, barley, millet, wiogat, pulses,
flour, rye flour, grains, paddy flakes, peas, chi&s, kidney

peas, beans and similar basic unprocessed foodrialatand

their extracts.

(b)  Green and fresh vegetable, fresh 5, tuberous roots,

and fruits, vegetables and as getablewbetous roots,
fresh and unprocessed ducts. (Except tHosde
supplied hotels, resta bars, guest housdsteda and

other similar organiz

()  Unprocesse crops/cereals (such as sogarcmtton,

er and saffron, flax, unprocesseddod, tea leaf
rmers, tea chest, coffee, soybean, growts,

oil-cake and other solid residues.
(d) erbs (including their extracts).
Group 2.  Goods of Basic Needs:
(@) Piped water, including water supplied by tasker
(b)  Fuel wood.

(c) Coal.

d) Salt.
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Group 3. Live Animals and animal products

(a) Goats, sheep and mountain goats , yak andlbsiffabore and
pigs , rabbit and their unprocessed raw edibld fitems.

(b) Cows and she buffalos, she goats, and thein fnalk, (including
pasteurized), curd, bees and bee hives and bepingee
machinery, including germination plant, metal barbee brush,
base roller, gear pump and wheel plate and beecsiary or

threshing machinery.

(c) Ducks, hens, cocks, turkey and simil Ditheir fresh

meat and unprocessed raw items
(d)  Fresh or dried fish (except ot packed).
4. Agricultural inputs

(& Crops, grasses, or live trees and ofilants, bulbs,

tubers, tuber ots and bulbs and roots usséeats.

er and soil conditioners.

(b)

(© Is, spades, shovels, mattocks, pickgshforks and
axes, bill hooks and similar hewing tooégaseurs of any
d, scythes, sickles, hay knives, other than hsaas, hedge
shears, timber wedges, ploughshare and other ddal&ind used

in agriculture.

(d) Insecticides, rodenticides, fungicides, hedmsi and de-ratting
drugs as mentioned in Chapter 38 of Customs Tasédtl only for

crops.

(e) Use in agriculture function Tractors, cultiveto tantalum,

levelers, harvesting or threshing machine, thresHeshing nets,
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ready-made cages for aquaculture, fish incubamrsping sets
with engines from Two to Eight horse power and @3® meters

hose pipe accompanied with the sets, used intioigavorks.

()] Raw materials of deed supplements falling ur@ieapters 23, 28
and 29 of the Customs Tariff, animal feeds and fggplements
falling under Chapter 23 of the Customs Tariff, dime stone
dust, bone dust and fish dust falling in Chapter 25

(@  Special kind of utensils for feeding poultrgdeexcept normal or

general utensils, and special kinds of ute ng water to

poultry.
Group 5. Medicine, Medical and Similar He
(@) Health services.

(b)  Human blood and h od items and vaccines.

(©) Human or anim ans or tissue for medieakarch.

(d)

(e) akers used in treatment of heart diseaSes, valve of
eart, goods made for, and suitable only forubke of, infirm

and disabled persons.
()] X-ray film and oxygen gas to be used for treatitn bandage, and

(99 Raw materials for drug industries and production of Intra
Ocular Lance (.0.L.): metal salts, oxides and hydro-oxides used
by drug industries and in the production of IOUJifey under
Chapter 28 of the Customs Tariff, as well as rawenmls of
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drugs (active ingredients of drugs) and raw maetiaed by drug

industries in production of drugs and packing mater
Group 6: Education
(@) Research related acts in schools or univessitie

(b)  Getting purpose for non-profit, Vocational apfessional

trainings or refresher trainings

(c)  Educational services provided by schools andeusities.

Group 7:  Books, newspapers and printed materi

(@)  Books, calendars, newsletters (he 49902, 49.04) and

printing and publication thereo
(b)  Newsprint (heading 48
and services, carvingarvices

Group 8:  Artistic and cultura

(@) Painting, ha ts, carving and similar oth@ndicrafts and

related ser
(b)

programs,

mission fees to libraries, museums, art mose zoos and

©

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

Air transport, passenger transportation (exceptalcalar) and goods

carrier service (except transportation relateduiapsy).

Group 10: Personal or Professional service:
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Personal services rendered by artists, sportspgrsrthors, writers,
designers, translators and interpreters institaligror individually, and

services of supplying human resources to foreigmtuaes.
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Group 11: Other goods or services:

1. Postal services (only those provided by the Guwent of
Nepal):

(@) Services of conveyance or transfer of lettergney and

postal packets.

(b)  Other services required for the services ofvegance or

transfer of letters, money and postal packets.

(c) Postage stamps.
(d)  Services provided by the Go t of Nepal.
2. Excise duty stamp, cash mach passport.
3. Financial services and rance services.
4, Bank notes, coins eque books:
iissue of bank notes.
of bank notes from foreign countrie®iitepal.
-"Cheque books.
5. Gold and silver:

(@) Gold, gold coins, gold ornaments and diamomauments.

(b) Silver and silver coins, silver ready-made gooanhd

ornaments.
6. Electricity supply.

7. Raw wool.
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8. Battery operated tempo and their chassis.

0. Bio-gas, solar power and wind power operatedgray@neration
plants and their equipment and tubular battery, te

recommendation of the Alternative Energy Promotiantre.

10. Aircrafts and helicopters and their enginesargéox, fire

brigades, ambulances and corpse carrying vehicles.

11. Jute batching oil and jute products.

12. Mills, machineries and equipment, moldi

Customs Tariff.

13. Woolen carpet and wo ret weaving, dyivaghing and

knitting.

14. 100 percent

women),Gamc

15. n to be used in hand knitting swegecept artificial

lic) domestically.

16. onated goods received for any natural -calamitior
philanthropic purpose, as approved by the MinisthyfFinance,

Government of Nepal.

17. Goods of personal use that do not attract msstuty and are

imported under the Luggage and Baggage Ordertfacili

18. Amount equal to such tax as deemed payable rdmatins
balance upon deducting the tax paid on purchase fre tax

collected on the sale of goods by textile, matchlyavooden
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stick) and tyre-tube industries shall be refunded these
industries in accordance with the procedures dpdciby the

Department.

Only Fifty percent of the amount equal to stak as deemed
payable that remains balance upon deducting thepéack on

purchase from the tax collected on the sale of ypctxl
(sugarcane and flour) by sugarcane and flour imessshall be
refunded to these industries in accordance withpiteeedures

specified by the Department.

Fifty percent value added tax of the val collected by

domestic industries producing goo ard ailselling their
products of mustard oil and by: es produdiagaspati
ghee and other processed e oil domesticallyetoefunded
to these industries in a ice with the procesispecified by

the Inland Revenue ent.

If any native_i y that manufactures cealtuinobile phone

sets and ir thereof submits evidence that Hee sold
on the raw materials of cellular melphone sets or
de goods to Fifty percent shall be refunded

rdance with the procedures specified by theaBent.

The value added tax shall be exempted in oglat imports of
such penstock pipes or iron sheets used in makiegeof as
required for hydro power projects and as are nodpced in
Nepal, on the recommendation of the Alternative rgye
Promotion Center, in the case of those which aeraipd with
the approval of that Center, and on the recommé&ndatf the

Electricity Development Department, in the caséhefindustries
except those which are operated with the approvakhe

Alternative Energy Promotion Center.
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The value added tax shall not be levied onstesinng any motor
vehicles that were imported by any foreign missmmdonor
agency with the enjoyment of the diplomatic fagilir tariff

facility to the project itself in consonance withet approval
annual program of the project and converting thember plates
into governmental ones or on transferring, with dpproval of
the Ministry of Finance, any motor vehicles thatrevenported in
the name of any project with the enjoyment of arlipartial tariff

facility (except those imported on inventory or kaguarantee)

If any diplomatic body, project bodpvyernmental as

well as non-governmental o ijon) intends ¢toa and

initial production, wihe approval of

1ce, the value added tax shall be levied

al use with the enjoyment of value addedet@mption
and the motor vehicle has to be transmittethéohusband
or wife of the owner of motor vehicle, the valuedad tax shall
not be levied on such a motor vehicle on the badise approval

of the Department.

If any industries that have not enjoyed thalifgcof bonded
warehouse or passbook import the raw materialssidiaoy raw
materials, and packaging materials that are noduywed in
Nepal, required for the production of goods to Bpogted by

them and export the goods produced from such raigriaks in
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accordance with such procedures and within suchogbeas
prescribed, the value added tax levied on such materials,
subsidiary raw materials and packaging materialdhatcustoms
points while importing them shall be refunded fréme customs
point in relation to such goods, from such a daid @n such pro

rata as specified in a notice published in the N&aaette.

The following goods to be imported in the navh&lepal Army,
Armed Police Force and Nepal Police Headquartes simjoy

exemption, on the recommendation of the concernmdstvly:

(@) Ammunitions, arms, gunpowde | their spardspa

materials required _tc

machineries, tool spare parts used for sgcurit

(b)

unication materials to be used by personnilepil
rmy, Armed Police Force and Nepal Police, on the

recommendation of the Ministry of Communication.

(c)  Such equipment, materials, drugs and relateadgoas
required for the treatment of Army personnel, armed

police and Nepal police personnel and of horses.

(d) Goods used in the exercise and training of Ararmmned

police and Nepal police personnel.

(e) Heavy earth moving plant, tool and parts relateereto,

optical equipment used in engineering survey and
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construction works carried out by Nepal Army, andhs
defense store goods as specified by the Ministry of

Defense.

() Camping equipment used by Nepal Army and vagiou

goods required for special force and paratroopers.

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

imported in the name of Nepal Army.

(h) Equipment and tools required operatioh

hospitals.
0] Goods required for scient

0) Goods used in na mity relief works.

28. If the Government of Nep iders reason@bfgant any exemption

to any taxable goods 0 refund tax, it may gsudh exemption by

publishing a noti e Nepal Gazette.

Group 12: Lands uildings

se, sale and rental of lands and buildingsef# the
rvices provided by such entities carrying on hess such as

hotels and guest houses)
Group 13: Betting, casinos and lotteries

Activities relating to facilities provided for therganization of

bets or gambling, and lottery.

Note:
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The Department, as prescribed, and in consultatitnthe Department
of Customs, interpretation of the goods and sesviegjoying tax

emption and the Harmonized Code of Commoditieseasssary.
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Schedule-2
(Relating to Sub-section (2) of Section 7)
Goods and services subject to zero rate

Goods exported from Nepalilf it is proved that goods are supplied as

follows:

(a) Goods exported outside Nepal, or

(b) Goods shipped for use as store intemedtiflight of

which destination is outside Nep;

(c) Goods puton board an i al flight diietr destination is

outside Nepal for retai or supply or consuampt

Services to be supplied.to persons outside Nepal

(@) A supply e es by a person residing inpp&deo a person
who has no business transactionjndsss

tative or legally recognized agent in Nepal

(b)

upply of goods or services by a person véhesiding and is

registered in Nepal to a person who is residingidatNepal.

Goods or services imported by a person or nmssigoying diplomatic
facility and a person serving in a diplomatic nussienjoying tariff
facility, on the recommendation of the Ministry Bbreign Affairs,

Government of Nepal.

If any previous treaty or agreement provideshar sales tax exemption
on imports, and local purchase is made from thistexgd taxpayers, on

the recommendation of the concerned project, thiitfaof zero rate
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shall be provided on such supplies, so long as geetty or agreement

is in effect.

Raw materials to be sold to and goods manufadtby any industries
established pursuant to the laws in force and ¢péran the special

economic zone.

If, on the recommendation of the Alternative EyyePromotion Center,
the battery used in the equipment and mechanisrarggng energy

from solar power is produced by any native indusind is to be

supplied by that industry, the facility of zeroeal
of Alternative
with pinecedures

that industry on that transaction on the reco
Energy Promotion Center and in acc

specified by the Department.

If penstock pipes or iron shee in makiregeof required for

hydro power projects are by any nativeistry and are to be
that industry on ansaction, on the recomragod of the

Alternative Energy Promotion Center, in the caseaqdroject that is

Promotion Center and in accordance with the proedapecified by

the Department.

If painting, handicrafts, carving and similahet handicrafts produced a
cottage and small scale industry within Nepal aqgoeted through an
approved export trading house of Nepal, the vatided tax paid on the
raw materials used in the manufacture of such gesbdH be refunded
after fulfilling the procedures specified by thelaimd Revenue

Department.
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9. The following (3) and (4) is repealed which mf@tion published in
Nepal gazette of Finance Ministry at dated 206bif. supplement
issue (3b), Clause 58 of part 5.
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Financial Act, 2066 (2010)

Date of Authentication and Publication

2066.3.29 (13 July 2009)

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

Preamble Whereas, it is expedient to levy some ch gties, cesses

and fees, continue or alter the existing ones dsulte the laws in force
relating to revenue administration in order to he proposals relating

to finance of the Government of Nepal;

Constitu#desembly pursuant to
onstikrt of Nepal,2063 (2007).

Now, therefore, be it enacted [
Sub-articles (1) of Article 83 of |

1. Short title and c

“Financial Act, 2

2ncement (1) This Act may be called the
10)."

30. Amendment to the Value-added Tax Act, 2052 (19960f the
Value-added Tax Act, 2052 (1996),-

(1) Of Section 2,-

(@) The following Clause (f1) shall be insertedenfClause

(f):
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“(fl) “Group of companies or entities” means a graaf
companies or entities in relation to which the

following situation exists:

(@) If any business is carried on by a person or
agent member associated with the group of

entities,

(b) If any goods or services are supplied by the

group of entities to any entity or group of

(c) If any goods or s re supplied to the

group of entit er of the group,

(d) If the nt address of operation of
any two or more than two

in the same place, or

the group of entities is controlled directly
or indirectly by any one person or some

persons.”

.“The following Clause (h) shall be substituted €Clause
(h):

“(h) "Consideration” means anything to be obtaimed
exchange for the price of any goods or services
being supplied.”

(c) The following Clause (h1) shall be inserteceaiClause

(h):

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

or financial lease.”
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(d)  The following Clause (k1) shall be substitufed Clause
(K):

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

cash register/machine and fiscal printer.

(e) The following Clause (t) shall be substituted €lause
(t):

“(t) “Tax Officer" means the Tax icer, Chief Tax

(2) The followin ion 4 shall be substituted $ection 4:

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

ax Officer shall be as prescribed by the Goverrtnadn
" Nepal.

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

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

“5A. Tax not to be levied on transfer of ownership of

transactions.  Notwithstanding anything contained
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elsewhere in this Act, in cases where a registperdon
sells the transaction being carried out by himertb any
other registered person or the transaction is feeanesl in
the name of his or her heir by virtue of his or beath,
such transfer of ownership shall not be subjed¢tfo The
person registered in so selling or transferring the
transaction shall give information thereof to the

Department as prescribed.

(2) Notwithstanding anything ceontained in Sub-

section (1), if any industry or busi at guieed to

be registered or has been r pursuantwse ik

transferred, the transferee ains the owiesttall

bear the transferor’s liab ax specified layv.

(3) The

subject to

who obtains ownership shall,

maintaini

(4)

ollowing Explanation shall be inserteddrause (c) of Sub-

section (2) of Section 6:

“Explanation: For the purposes of this Clause, acquisitionlshal

be deemed in the following circumstance:

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

(b)  Advertisement services,

(c) Technical services, engineering services, servtes

suppliers providing technical services, legal
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services, accounting services, data and data

processing services, information services and ammil
other services.

(d) In supplying the services as referred to in Sub-
section (1) or accepting any liability or undertaki
or in exercising that undertaking fully or partly o
doing any business activities in exercise of such

right, or

(e) Insurance or reinsurance services other than the

facility of safe deposit.

(5) The following Sub-section (1) sha bsatl for Sub-

section (1) of Section 7:

“(1) The rate of tax to be | pursuant to #aes shall be in

single rate of 13
(6) Of Section 8:

(@  The_f ving Sub-section (2) shall be subsith for

“(2) A person, whether registered or not, who is
“the recipient of services from a person who is not
registered and is outside Nepal shall have to assed
collect tax at the taxable value in accordance Witk Act

and the Rules framed under this Act.”

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

section (2):

“(3) Even though the construction of a building or
apartment or shopping complex and similar othercstire

as specified by the Department, of which value @an
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than Five Million Rupees, and which is built fordiuess
purpose is procured from a person who is not regist,
tax shall be assessed and collected from a perkonhas
ownership in that structure as if such constructiere

procured from a registered person.”
(7)  The following Section 8A. Shall be insertedeaffection 8:

“8A. Provision of bank guarantee (1) An industry that

exports more than Sixty percent of the total s&khe last

Twelve months after the operation e industrgym
concerned Tax Office in ration for tax while

importing the raw material: ed to producedbeds

concernedytax Office in consideration for tax lblgaon

Provided that, except for the import by a duty free
op through a bonded warehouse, in order for thero

" exporter to avail such a facility, the exporter basnake
finished goods from the raw materials, with Tenceet

value addition.

(2) Liquors and cigarettes imported through a
bonded warehouse availing the facility as refert@dn
Sub-section (1) have to be sold only to the diplidcrend
tariff facility enjoying persons or bodies that are
recommended by the Government of Nepal, Ministry of

Foreign Affairs.
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(3) Liquors and cigarettes in stock at the dute fre
shop situated at the Tribhuvan International Aitgdrthe
time of commencement of this Act may be transfeteed
its own bonded warehouse that has been licensdx or

sold upon paying leviable tax.

(4) The bank guarantee furnished pursuant to Sub-
section (1) shall be released from the concernex Ta
Office in accordance with the procedures specifigdhe

Department.

(5) A person who enjoys t y as referred to
in this Section shall not b

referred to in Sub-section ection 24.”

(8) The following Section 9 ubstituted $@ction 9:

“9.  Exemption for endor. Notwithstanding anything

contained e other provisions of this Act, aeraption
vided to a small vendor, having a presdri
axable transaction threshold, from the
ements of registration and filing of tax meis and

from such requirements as may be prescribed.

Provided that, if a small vendor wishes to have
his/her transaction registered voluntarily, he/steg have
such registration after completing the procedures a

referred to in Section 10.”
(9) Of Section 10,-

(@) The following Sub-sections (1) and (2) shall be
substituted for Sub-sections (1) and (2):
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“(1) A person who intends to be engaged in any
transactions has to make an application, in thegpiteed
format, to the Tax Officer, for registration, prido

commencing the transactions.

(2) If any goods transacted by a person is taxable
if any person operates hardware, sanitary, fur@jtur
fixture, furnishing, automobiles, motor parts, etenics,
marble and color lab transactions within a Munitipa
Corporation, Sub-municipal Corporation, Municipgaldar
Departmire

in the prescribed

Depart or within an area specifie
person has to make an a
format, to the Tax Officer stration, withiThirty

days after the date of i n of such tax @& date of

”

() In the case of an exhibition, fair and similather
transaction to be organized temporarily, the ommmand
any entrepreneur who carries on the transactioangf
taxable goods or services in such an exhibitiofaimrand
IS not registered with the Value Added Tax shalehto
be registered with the Value Added Tax temporaiiy.
the case of a person who is so registered, theOfwer

may require a deposit in consideration for security

(2) An entrepreneur who has been registered with

the Value Added Tax since previously pursuant t-Su
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section (1) may take back through stock transfergiods
exhibited in that program.

(3) A tax payer who has been registered only for
the program as referred to in Sub-section (1) dale to
cancel the temporary registration by furnishing degails
of transaction and paying all the leviable tax witBeven
days after the completion of the organized exlahitor

fair.”

(11) Of Section 11,-
(@)  Of Sub-section (1),-
shall be substituted f

(1) The following Clau

Clause (c):

e of a partnership firm, if such

ship firm is dissolved or the partner

e following Clause (d1) shall be insertedeatft

Clause (d):

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

consecutive period of One year,”

(3) The following Clause (1b) shall be insertedegatft

Clause (1a):

“(1b) A taxpayer has to submit his or her
documents for auditing within fifteen days of the
submission of the tax returns for cancellation of

registration, and the Tax Officer shall perform the
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audit of such a taxpayer, cancel the registration
within Three months or if registration is not to be
so cancelled, the Tax Officer shall give informatio
thereof to the taxpayer. If the Tax Officer does no
cancel registration or make decision to cancel
registration within that period, the taxpayer ig no
obliged to furnish the tax returns subsequent &b th

period.”

(b) The following Sub-section (3) shall be subsath for

Sub-section (3):

“(3) Out of the goods e already enjoyed the
tax deduction facility, the (capital goodsvesll)
remain available for | he time of the camatielh of
registration shall emed supplied at the makiee

and tax shall be a sed and recovered accordingly

Explana ‘For the purposes of this Sub-section,

ds” shall mean any property or any pairt

ty and property that is used in taxable &atsns.”

~The following Sub-section (4) shall be subsatl for
Sub-section (3):

“(4) If any act and liability as required to be
performed and borne pursuant to this Act shall be loy
the reason of commission or omission of any acthat
time of carrying on taxable transaction, the caliaten of
registration of such a taxpayer shall not in sestft in the
exemption of such a taxpayer from the consequeifice o

such a liability.”
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(12) The following Clause (b) shall be substitufed Clause
(b) of Sub-section (2) of Section 12:

“(b) Excise duty, ownership fee and other taxeg she

tax imposed under this Act.”

Explanation: For the purposes of this Clause,
"other tax amounts" means such tariffs, fees and
charges as are specified and levied by the yearly

Financial Act.

(13) The following Section 12A. shall
12:

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

shall be levied. ollected tax on the amount of
ber of national forest or the
iction, whichever is higher, at the time

n, release or saw order, whichever is

(2) It the timber of a personal cultivated,
private forest or community forest for business
purpose and despite that royalty is not chargeable,
tax shall be leviable as if it were the timber of

national forest.”
(14) Of Section 14,-

(@) The following proviso shall be inserted in Sub-

section (1):

“Provided that, a person who carries on

annual transaction of more than One Million
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Rupees shall issue invoices with serial number and
permanent accounts number as well as his or her
name, and address despite that he or she is not

registered.”

The following Sub-sections (4), (5), (6) and) (7

shall be inserted after Sub-section (3):

“(4) One who transports goods attracting tax

of more than Ten Thousand Rupees outside the

area specified by the Depar shall hold tax

invoices with him or her.

(5) The Depa

iIssue invoices b

y order taxpayers to
cash machine or computer.
Other procedu SO issuing invoices by using a

computer shall be as prescribed by

(6) The Department may, by publishing a
otice or giving an order in writing, so specifiath
any person specified by such a notice or order has
to make public the retail sale value or price of an
such goods as specified in that order or notice for
such period as specified therein. No sale or teansf
of any goods shall be made without making public
the retail sale price after the receipt of suclotice

or order.

(7) Provision shall be made that any person
specified pursuant to Sub-section (6) shall, in
selling such goods to any unregistered persons,

have to issue invoices of the price made public in
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the specified format and collect also the tax at th

consumer level.

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

referred to in this Sub-section.”

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

“(3) Notwithstanding anything contained in Sub-sacs$
fgation or

nt of Ndps to

(1) and (2), a Local Body or an inter
mission situated in Nepal or the G

collect or recover tax for sale goc
Of Section 16:

(@) The following tion (1a) shall be insgrdéer Sub-

section (1

omputer database of taxpayers.”

e following Sub-section (3a) shall be inseradter Sub-

section (3):

“(3a) A person who carries on the transactions of
taxable goods or services but is not registeredhiraself
or herself certify the account of purchase and fealeach
financial year. The Tax Officer may at any time rakze

such an account.”

(17) The following Section 16A. Shall be substitlifer Section 16A:
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“16A. Records processed by computer to be eligiblesa

(18) The following Section 16B. Shall

“16B. Deduction of tax paid

(19) Of Section

(b)

evidence (1) Notwithstanding contained in the laws in
force, the records relating to taxpayer processedhb
computer installed in the Department or offices¢nader
shall be eligible as evidence for purposes of ¢éxxept as

otherwise proved.

(2) The Department may by publishing a notice,
make necessary arrangements on the issuance afasyo

maintenance of accounts, submissio f tax retantds

payment through electronic mediu
déraSection 16A:

s in the event &dss In

the event of loss ge due to arson, thoefigent,
wear and tea

added tax

ptive activity, deductionvafue
on the goods shall be allowed as

prescrib

following Sub-section (2) shall be subs#tl for
Sub-section (2):

“(2) Notwithstanding anything contained in Sub-
section (1), it may be provided that no deductioomy a
partial deduction may be granted in the case of the
prescribed goods that can be used for personabpearpr

for business purpose or for both purposes.”

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

Sub-section (5a):
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“(5a) The concerned taxpayer shall be allowed to
deduct tax paid on the capital goods that were rhegloor
purchased by entering into a loan agreement under

financial lease subject to Sub-section (2).”

The following Sub-section (5b) shall be insdrtafter

Sub-section (5a):

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

The following Sub-section (8) : insersdckr Sub-

section (7):

“(8) Notwith

elsewhere in thi

anything contained
n, the name of a taxpayss w
does not the tax returns for Six months
consecuti shall be made public, and if therany
“for tax deduction by such a taxpayesh su
may be suspended and his or her registratayn

. e suspended.”

ection 18,-

The words “or by registered post” shall be ites# after
the words “before the Tax Officer” contained in Sub

section (1).

The following Sub-sections (1a) and (1b) shallinserted

after Sub-section (1):
“(1a) Notwithstanding anything contained in Sub-

section (1), a taxpayer in a district where theseno
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Inland Revenue Office may furnish the amount ofdax
tax returns to be paid and submitted by him or vaién
the Office of Funds and Accounts Controller of Haene
district within the Fifteenth day of the month imwh he
or she has to furnish the tax returns. The Offt&uwnds
and Accounts Controller shall forward the returfigax
and payment of tax so received to the Inland Rexenu

Office within Seven days.

(1b) the procedures for furnishing and forwarding

the returns pursuant to Sub-sectiol

by the Department.”
(21) Of Section 19,-

(@) The following S n (2) shall be subsatu for

Sub-section (2

a taxpayer does not pay the tax within the
ecified in Sub-section (1), an exttaage of
ent per annum shall be imposed on the anadun

ue and outstanding.”
Sub-section (3) is, hereby, deleted.

(c) The words “pursuant to Sub-section (2)" shak b
substituted for the words “pursuant to Sub-sec{@nor

(3)” contained in Sub-section (4).

(d) The words “Sub-section (2)” shall be substituter the
words “pursuant to Sub-section (2) or (3)” contdirne
Sub-section (5).

(22) Of Section 20,-
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(@) The following Clauses (f), (g), (h) and (i) BHze inserted
after Clause (e) of Sub-section (1):

“(N  If supply is made to the group company by nmaki
under invoicing,

(g If transaction is carried out by a person regqglito

be registered without being so registered,

(h)  If sale is made without issuing invoices,

(1) If tax is collected by an unre 1l person.”

(b)  The following Sub-section (
Sub-section (4):

be subsatl for

“(4) In asses:s tax pursuant to Sub-section

(1), tax assessn all have to be made withur Fo

years from t of submission of the tax retulfithe

tax asse nt cannot be made within that perioal, t

led shallpso facto be considered to be valid.”

ollowing Sub-section (4a) shall be insérédter Sub-
tion (4):

“(4a) Notwithstanding anything contained in Sub-
section (4), where any person has evaded tax lpaprs
false accounts or invoices or other documents drdud,

the Department may at any time issue an orderHer t
reassessment of tax.”

(23) Of Section 21,-

(@) The following Clause (c) shall be substituted €lause
(c) of Sub-section (1):
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“(c) By selling all or some of the properties ofeth
taxpayer through sealed gquotations or auction at

the same time or various times.”
(b)  Sub-section (2) shall be deleted.
(24) The following Section 22A. Shall be insertdter Section 22:

“22A. Provision _against tax evasion_plan Notwithstanding

anything contained elsewhere in this Act, if anyptyer
commits any of the following acts with mala fidéantion
all benddeto

tax through tax

to take advantage of tax, the taxp
have committed enticement
exemption scheme, and t ' ctor General mayrorde
the Tax Officer to as tax of such a taxpaged

recover the same:

If any person or entity does any act with nfala
intention to lessen the liability of tax or ent@ro

agreement with that intention.”

(25) The following Sections 23C. and 23D. Shall ibgserted after
Section 23B.

“23C. Purchase of goods of under invoicing1) If any person

sells any goods by under invoicing, showing thdirsgl
price lesser than the prevailing market price, e
Officer shall, notwithstanding anything contained the
laws in force, withhold the goods in stock similarthose
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goods so under invoiced and sold and the InlanceiRes/
Office may purchase or cause to be purchased the at

the price under invoiced and sold.

(2) If, in purchasing or caused to be purchased the
goods by the Department or Office pursuant to Sub-
section (1), such a person does not agree tonselidods,
the Department of office shall take such goodsts: i
custody, make calculation on the basis of the pdte

which they were under invoiced and sold and make

payment when such a person up to receive

payment.

(3) The goods purck r caused to be purchased

pursuant to Sub-sect (1) and (2) may be sold or
caused to be s uch price and in accordaitbe w
such procedures may be specified by the Director

General.”

“23D. Pow ake search, seizure or demand depbsir

- (1) If the Tax Officer finds that any person, firm,
mpany or organization has done transaction bgiega

" tax and there is a possibility that the accused goagway
or the evidence and proof of offence may disappibar,
Tax Office may, with the approval of the Directoert&ral,

do or cause to be done any of the following acts:

(@) To seal the place of transaction,

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

(c) To demand cash deposit or wealth guarantee
in a sum equivalent to the tax evaded from

the person believed to have committed the
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offence, by executing a memorandum to that
effect,
(d) To withhold the bank account in the name

of taxpayer for up to Three months.

(2) The Tax Officer shall have the same powers
as the police may exercise under the laws in fonce
relation to the investigation of offences pursusmtthis

Act.”

(26) The following Sub-section (4) shall be < td for Sub-

section (4) of Section 24

“(4) Notwithstanding anythi ained in Sub-smts
(2) and (3), any registered p

month are 40 percent f his or her totlsstor that

cation following the geures set
the refund of the amouthiat is

month, and submits
forth in this Sec
deductible

the remai

'to Section 17 shall be entitted refund of

xcess in lump sum after adjustingartstanding

27) jollowing Sub-section (5) shall be sulbgatd for Sub-

ction (5) of Section 24:

“(5) On the submission of an application pursuanub-
section (3) or (4), the Tax Officer shall refun@ amount held to
be refundable immediately and if such an amounbtsrefunded
within Thirty days after the date of submissionapplication in
relation to the matter referred to in Sub-sectiBh §nd within
Sixty days in relation to the matter referred t&umb-section (4),
the Government of Nepal shall have to provide ggton that
amount, as prescribed.”
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(28) The following Section 24A. Shall be insertdiddaSection 24:

“24A. Tax_not to be refunded (4) Notwithstanding anything

contained in Section 24, if an application is natde for
the refund of the amount refundable pursuant te Aat
within Three years after the date of expiration tbé

period of tax, such refund shall not be made.”
(29) Of Section 25,-

(@) The following Clause (a) shall be s tuted Clause

(a) of Sub-section (1):

“(a) If a foreign county reciprocity thiztx

exemption facility ese diplomats whom the

paid by the Nepal based diplomats of such
ntry or regional or international missions or

institutions to the extent of consumption by them.”

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

section (1):

“(1a) Notwithstanding anything contained in Sub-
section (1), the tax paid by a diplomatic body mamat
on the purchase of taxable goods or services sloalbe
refunded if the amount purchase is less than One

Thousand Five Hundred Rupees at one time.”

(30) The following Sections 25A. Shall be inserédigér Section 25:

332

www.lacommission.gov.np



www.lacommission.gov.np

“25A. Refund of tax paid by foreign tourist on purclase If a

foreign tourist visiting Nepal and returning by air
purchases taxable goods of more than Fifteen Timausa
Rupees and takes them with him or her, the tax paid
such goods shall be refunded in accordance with the

procedures specified by the Department.

(31) The following Sub-section (2) shall be sulo¢&d for Sub-

section (2) of Section 26:

“(2) For the purposes of Sub-section (1 | @tenterest

shall be Fifteen per cent per anni

(32) The following Sub-section (1a) be inedrtafter Sub-

section (1) of Section 28:

“(1a) If any gooo nufactured or prepared within

oods may be released against the deydke value
ax leviable at the time of such return, #me deposit
be refunded after the re-export of such gootise
concerned Customs Office shall provide the detdiBmount so
furnished as a deposit and refunded to the InlamdeRue
Office.”

(33) Of Section 29,-
(@)  Of Sub-section (1),-

(1) The following Clause (a) shall be substituted for

Clause (a):

333

www.lacommission.gov.np



www.lacommission.gov.np

“(@ In the event of violation of Sub-section (1)
or (2) of Section 10, Ten Thousand Rupees

for every tax period.”

(2) The following Clause (bl) shall be insertedeaft
Clause (b):

“(bl) In the event of failure to place a tax board
accordance with this Act or the Rules

framed under this Act, a fine of Two

Thousand Rupees for eg eek and in the

event of failure to p

place, a fine of ousand Rupees.”

(3) The following CI ) shall be substituted f

Clause (c):

event of violation of Sub-sections (1)

“(c)

d (4) of Section 14, Five Thousand

Rupees for each instance.”

- The following Clause (d) shall be substituted f
Clause (d):

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

percent amount of tax collected.”

(5) The following Clause (gl) shall be inserteceaft
Clause (9):

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

each instance.”
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(b)  The following Sub-section (1a) shall be inseradter Sub-

section (1):

“(1a) In the event of lessening tax liability witlio
observing this Act or the Rules framed under this
Act, the Tax Officer may fine up to Twenty Five
percent of the amount of tax, on the grounds as

specified by the Department.”

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

or both the fine a risonment on such aqer

ing false accounts, invoices or other

(a)

cuments;
Committing an evasion of tax by fraud;

If an unregistered person acts as if he or she

were a registered person,;
(d) Infringing Section 23C.;

(e) Carrying out a transaction by infringing
Section 30.”

(34) The following Section 29A. shall be insertdter Section 29:

“29A. Power of Department to order to furnish the amunt

of fine: (1) Notwithstanding anything contained elsewhere

in this Act, if any person, prior to the commencamef

335

www.lacommission.gov.np



www.lacommission.gov.np

proceedings of action, admits in writing that hesbe has
committed another offence or more than such offesate
forth in Sub-section (2) of Section 29, the Deparitnmy
order such a person to furnish the amount of fioé n
exceeding the amount of fine imposable for the

commission of such an offence.

(2) In issuing order as referred to in Sub-section
(1), such an order has to set out the details @h su

offence, amount of fine to be paid and date fompeyt of

the amount of fine.

(3) An order issued b

this Section shall be final.

partment pursuant to

(35) The following Section 30A e insertadter Section 30:

“30A. Power_to_orde reassessment of tax(1) In cases

tax is assessed, it appears from the
inform given to the Director General that atgion

the assessment of tax is about toregutar or

een irregular, the Director General may, lBceting

a memorandum clearly setting out the reasons, give
direction to the concerned Tax Officer to make
reassessment of tax or order any other Tax Officeto

that act.

(2) In cases where it appears that tax liabilitg ha
increased because of tax assessment made by the Tax
Officer recklessly or with mala fide intention, tBerector
General may give order to amend such tax assessment
order within Four months after the date of initialx

assessment.”
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(36) The following Section 31A. shall be substitufer Section 31A:

“31A. Application may be made for administrative review

(1) A person who is not satisfied with any decisadriax
assessment made by the Tax Officer may make an
application to the Department against the decigwihin
Thirty days of the date of receipt of a notice bétt

decision.

(2) In cases where the time Ilimit for making

application pursuant to Sub-sectio
person makes an application for xtensionmad timit
within Seven days from the f expiration o thme
limit, the Department m nd the time limit far
period not exceedir irty days from the date of

expiration of the t

3) If Aim of the applicant appears to bestru

upon e ng the evidence and documents incluitieg

n made by the taxpayer pursuant to Sabese

th Director General may, by executing a

orandum setting out the clear reasons, void teérat

~ assessment order and direct the concerned Taxetc
make re-assessment of tax or order any Tax Offwelo

that act.

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

application pursuant to Sub-section (1).

(5) If the Department does not give decision within

the time limit as referred to in Sub-section (4he't
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concerned person may make an appeal to the Revenue

Tribunal pursuant to Section 32.

(6) The taxpayer who makes an application
pursuant to Sub-section (1) has to pay undisputezliat
of tax, out of the amount of tax assessed, andsfura
cash deposit of One Third of the amount of tax in

controversy.

(7) In cases where excess of the amount to be

furnished pursuant to Sub-section S beensfued
prior to the making of applicatio the remam
amount upon deduction of ount covered by that

amount may be furnished : sit.

(37) The following Section 3 substitutedSection 32:

“32. Appeal in the ue Tribunal (1) A person who is

not satisfi vith an order of suspension made Hey t
Direct eneral pursuant to Section 30 or a deuisi
he Department pursuant to Sub-sectiorof(4)
n 31A. may file an appeal in the Revenueurd

raccordance to Revenue Tribunal Act, 2031.

(2) The person who files an appeal pursuant to
Sub-section (1) has to register a copy of the dppeh
the Department within Fifteen days of the dateilofg

appeal.”
(38) The following Section 32A. shall be insertdter Section 32:

“32A. Advance ruling (1) If any person makes an application in

writing to the Department for the removal of any

confusion as to the application of this Act, thgopBement
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may issue its version by an advance ruling as phlest,

by notifying the person in writing.

(2) Notwithstanding anything contained in Sub-
section (1), the Department shall not be entitiedssue
an advance ruling referred to in Sub-section (1)aow
matter of confusion occurred in the implementatdthis
Act in cases where such mattersi judice in the court

or has already been decided by the court.

(39) The following Section 34A. shall be inserte ction 34:

“34A. Power to have expert's ser " Government of

Nepal may obtain the servi concerned éxper

the act related to t ng; and the provisomm

(40) ection (1) shall be sulsatd for Sub-

_ person who provides information, along with
showing that a taxpayer has evaded empted to
e all or some portions of his or her tax ligbimay be
awarded, by a decision of the Director Generalreagard the
amount that is equal to Twenty per cent of the amhaf tax

recovered on the basis of that information.”

(41) The following Schedule-1 and Schedule-2 shallsubstituted
for Schedule-1 and Schedule-2:
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“Schedule-1
(Relating to Sub-section (3) of Section 5)
List of VAT exempt goods and services

Group 1.  Basic Agricultural Products

(@) Paddy, rice (heading 10.06), wheat (headingd2)Q.maize

(b)

roots, corms, fruits, and vegetables aeghfand

ocessed agro-products, except those to beisdgplhotels,
restaurants, bars, guest houses, cafeteria andr aihelar

organizations).

(c)  Unprocessed cash crops/cereals (such as sngafeab heading
12.12.99), cotton (heading 52.01), cardamom (subding
09.08.30), ginger and saffron (sub heading 09.10.Hax
(heading 53.01 and sub heading 53.03.10)), unpsedes
tobacco, tea leaf sold by farmers(sub heading 09002nd
09.02.20), tea chest (sub heading 44.15.10), c(diele heading
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09.01.11 and 09.01.12), soybean (heading 12.0ingrouts
(heading 12.02), turmeric(curcuma) (sub headind @30), oil-
cake and other solid residues (headings 23.04 arab?

(d)  Herbs (including their extracts).
Group 2.  Goods of Basic Needs:
(@) Piped water, including water supplied by tasker

(b)  Fuel wood (sub heading 44.01.10).

(c) Coal (heading 44.02).
(d) Salt (sub heading 25.01.00.90).
Group 3. Live Animals and animal produ

(@) Goats (sub heading
heading 01.04.10), v:

0), sheep and mougtats (sub
nd buffalos (heading 01.68)e and
, rabbit (sub heading 01.064r®] their

(b) nd she buffalos (heading 01.02), shesg&ib-heading
4.20), and their fresh milk (including pastead) (heading
04.01), curd (Sub-heading 04.06.100, bees (Subkmgad

01.06.90) and bee hives (Sub-heading 44.15.100).

(c) Ducks, hens, cocks, turkey and similar othed$i9heading
01.05) their fresh meat and unprocessed raw itdmading
02.07) and eqggs (heading 04.07)

(d)  Fresh or dried fish (other than packed) (heq@®.01) (from sub
heading 03.02.33 to 03.02.36, except 03.02.700d{hga03.03
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(except sub heading 03.03.80, sub headings 03.0ard
03.07.49).

Agricultural inputs

(a)

(b)

(€)

(d)

(e)

Crops, grasses, flowers or live trees and otilants, bulbs,
tubers, tuberous roots and bulbs and roots usedeass
(headings 06.01, 06.02, 06.04, and 12.09):

Manure, fertilizer and soil conditioner

Hand tools, spades, shovels ks, pickgshforks and
ar hewing toatsaseurs of any
ves, other than hsams, hedge
ughshare and other e¢dal&ind used

g 82.01).

rakes, axes, bill hooks and
kind, scythes, sickles,,
shears, timber wed

in agriculture (

Insecticide enticides, fungicides, hed®si and de-ratting
mentioned in Chapter 38 of Customs Tisétl only for
b headings 38.08.91.90, 38.08.92, 38.08888.99)

actors (heading 87.01), cultivators (sub epdB4.32.29),
tantalum (sub heading 84.32.21), levelers (sub ihgad
84.32.80), harvesting or threshing machine (headddg33),
threshers (sub heading 84.33.52), fishing nets (sahding
56.08.11), ready-made cages for aquaculture, fslubators,
pumping sets with engines from Two to Eight horse/g@r and up
to 30 meters hose pipe accompanied with the setsgd un

irrigation works.
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()] Raw materials of deed supplements falling ur@dieapters 23, 28
and 29 of the Customs Tariff, animal feeds and fggplements
falling under Chapter 23 of the Customs Tariff, dime stone
dust, bone dust and fish dust falling in Chapter 25

(@  Special kind of utensils for feeding poultrgdeexcept normal or
general utensils, and special kinds of utensilsdeding water to

poultry.

Group 5.  Medicine, Medical and Similar Health service

(@) Health services (other than health serv

institutions registered with the value adde

(b)  Human blood and human bl s and vacci(fesading
30.02).

(©) Human or animal or
30.01).

tissue for medieakarch (heading

(d) Medicame

family

reatment of livestock and honheeings and
ng means (headings 30.03, 30.04 (excep
S) sub heading 40.14.10).

‘Pacemakers used in treatment of heart dis¢&sgsheadings
90.21.50), Stent, valve of heart (Sub-headings B0(@, bath

concentrate solid or liquid used in dialysis (Sudadthiings

(e) -

38.24.90), goods made for, and suitable only far tise of,
infirm and disabled persons, (including scoote®&)-headings
87.13.10 and 87.14.20),

()] X-ray film (sub heading 37.02.10) and oxygers & be used for
treatment (sub heading 28.04.40) and bandage (igd60i05).
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(99 Raw materials for drug industries and production of Intra
Ocular Lance (.O.L.) : metal salts, oxides and hydro-oxides
used by drug industries and in the production df, I@lling
under Chapter 28 of the Customs Tariff, as wellaas materials
of drugs (active ingredients of drugs) and raw miale used by
drug industries in production of drugs or in I0land packing

materials.

Group 6: Education

(@) Research related acts in schools or unives

(b)  Vocational or professional trainings ainings,

Nepal,
(c)  Educational services
Group 7:

(a)

(b) rint (heading 48.01).

Group 8: rtistic and cultural goods and services, carvingearvices

(@) Painting, handicratfts, carving and similar oth@ndicrafts and

related services.
(b)  Cultural programs.

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

botanical gardens, and national parks.

Group 9: Passengers and goods transportation serviee
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Air transport, passenger transportation (exceptakcalar) and goods

carrier service (except transportation relateduiapsy).
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Group 10: Personal or Professional service:

Personal services rendered by artists, sportspgrsarthors, writers,
designers, translators and interpreters institaligror individually, and

services of supplying human resources to foreigmtuaes.

Group 11: Other goods or services:

1. Postal services (only those provided by the @Gowent of
Nepal):

(@)  Services of conveyance or transt ttersney and

postal packets,

(b)  Other services required fe ervices ofvegance or

transfer of letters, mon postal packets,
(c) Postage stamp

(d)  Services ded by the Government of Nepal.

2. s and passports (heading 4830 machines
84.70.90)

3. lal services and life insurance services.

4. Bank notes, coins and cheque books:

(@) Printing and issue of bank notes,

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

(c) Cheque books
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Gold and silver:

(@) Gold (heading 71.08), gold coins (sub headihd &.90),

gold ornaments (heading 71.130 and diamond ornament

(b) Silver (heading 71.06), and silver coins (subading
71.18.90), silver ready-made goods and ornaments
(heading 71.13)

Electricity supply,

Raw wool (heading 51.01).

Battery operated tempo (sub 7.03.21at@) their

chassis (sub heading 87.06.00

Bio-gas, solar power a power operatedgray@neration

plants and their nt and tubular battery, the

recommendation o

eir engines (sub heading 84.0944), box (sub
.05.10), fire brigades 9sub heading 8315

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

Mills, machineries and equipment, molding kégscept spare
parts) other than those that can be used in holdseltiwacting
up to 5 percent customs duty as falling under Bdrtof the

Customs Tariff.
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Woolen carpet and woolen carpet weaving, dywaghing and

knitting.

100 percent cotton sariungi, Dhoti (for both men and

women),Gamcha and cotton yarn (headings 52.05 and 52.07).

Woolen yarn to be used in hand knitting swegeecept artificial

and acrylic) domestically.

Donated goods received for any natural calamitior

philanthropic purpose, as approved by the MinisthyfFinance,

Government of Nepal.

ct msstbuty and are
ge Ordertfacili

Goods of personal use that do n

imported under the Luggage and

Amount equal to suc as deemed payable rdgmatins

balance upon dedu e tax paid on purchase fle tax
collected on the_sale of goods by textile, matchlyavooden
stick) and t pbe industries shall be refunded these

industries | ordance with the procedures spdciby the

wenty Five percent of the amount equakiich tax as
eemed payable that remains balance upon dedutttengax
paid on purchase from the tax collected on the sélewn
products (flour) by flour industries shall be refienl to these
industries in accordance with the procedures dpdciby the

Department.

If any native industry that manufactures celtuinobile phone
sets and importer thereof submits evidence that tee sold

the tax paid on the raw materials of cellular melphone sets or
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readymade goods sixty percent shall be refundeat@aordance

with the procedures specified by the Department.

The value added tax shall be exempted in ozl imports of
such machinery, equipment, tools and their spares,paenstock
pipes or iron sheets used in making thereof asinedjfor hydro
power projects and as are not produced in Nepal,than
recommendation of the Alternative Energy Promotianter, in
the case of those which are operated with the appmf that

Center, and on the recommendation of the Eleagtricit

Development Department, in the case noessteixcept

those which are operated with the | of thterAative

Energy Promotion Center.

The value added tax shall n vied onsteainng any motor

vehicles that were im y any foreign missmmdonor
agency with the enj nt of the diplomatic fagilir tariff

facility to the ct itself in consonance withet approval

tal ones or on transferring, with #pproval of
of Finance, any motor vehicles tharevenported in
me of any project with the enjoyment of rpartial tariff
ty (except those imported on inventory or kajuarantee)
to any governmental body after the completion efpoject and

converting their number plates into governmentaon

If any diplomatic body, project or other bodpvyernmental as
well as non-governmental organization) intends ¢oa and
cancel the registration of any motor vehicle thdtas imported
with the enjoyment of the tariff facility and that more than 15

years old after the year of initial production,wihe approval of
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the Ministry of Finance, the value added tax shall be levied

on such a motor vehicle.

If the owner of a motor vehicle imported byitizen of Nepal for
personal use with the enjoyment of value addedet@mption
dies and the motor vehicle has to be transmittethéohusband
or wife of the owner of motor vehicle, the valuedad tax shall
not be levied on such a motor vehicle on the badise approval

of the Department.

accordance with such ures and within suchogbeas

prescribed, the val tax levied on such materials,

subsidiary raw als and packaging materialhatcustoms

points while ir ng them shall be refunded frdme customs
point in rela to such goods, from such a daid @n such pro

ecified in a notice published in the N&aaette.

llowing goods to be imported in the nash&lepal Army,
Armed Police Force and Nepal Police Headquartead simjoy

exemption, on the recommendation of the concernmdstvly:

(@) Ammunitions, arms, gunpowder and their sparespa
special kind of oil, accessories, explosives toubed by
Nepal Army, Armed Police Force and Nepal Policey ra
materials required to produce army materials and

machineries, tools and spare parts used for sgcurit
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(f)

(h)

(i)
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Machineries and equipment required for maintgmpeace
and security, crowd control materials, equipment an
other goods required for the investigation of cemand
communication materials to be used by personnislepfal
Army, Armed Police Force and Nepal Police, on the

recommendation of the Ministry of Communication.

Such equipment, materials, drugs and relateadgcas
required for the treatment of Army personnel, armed

police and Nepal police personnel and.of horses.

Goods used in the exercise an 1ing of Araryned

police and Nepal police pers

Heavy earth moving pl | and parts relateereto,

optical equipmen in engineering survey and
construction wi ried out by Nepal Army, andls

defense store goods as specified by the Ministry of

g equipment used by Nepal Army and vaiou

ds required for special force and paratroopers.

~ Aircrafts, helicopters and their spare partgraghute

(including bags), tools, lubricants and ground pment

imported in the name of Nepal Army.

Equipment and tools required for the operatioh

hospitals.
Goods required for scientific laboratories.

Goods used in natural calamity relief works.
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(27) If the Government of Nepal considers reastetbgrant any exemption
to any taxable goods or to refund tax, it may gsuth exemption by

publishing a notice in the Nepal Gazette.
Group 12: Lands and buildings

Purchase, sale and rental of lands and buildingsef¢ the services
provided by such entities carrying on business ashotels and guest

houses)

Group 13: Betting, casinos and lotteries

Activities relating to facilities provided for the tion of bets or

gambling, and lottery.
Note:

The value added tax shall empted only on tuelg specifically
dings and sub headifige Department
nsultation with the Depent of Customs,

rpretation of the goods sarvices enjoying tax

mentioned in the foregoing |
may, as required, a
alter and revise

emption and Harmonized Code of Commaodities.
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Schedule-2

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

Goods exported from Nepalilf it is proved that goods are supplied as

follows:

(a) Goods exported outside Nepal, or

(b) Goods shipped for use as stores on a dtiflight of

which destination is outside Nepal, or -

(c) Goods put on board an internati t ofieh destination is

outside Nepal for retail sale o ply or consuampt

Services to be supplied to outside Nepal

(@) A supply of ser by a person residing ip&ldo a person
ho has no business transactionjndsss

represe legally recognized agent in Nepal

of goods or services by a person véhesiding and is

(b)

tered in Nepal to a person who is residingidatNepal.

Goods or services imported by a person or nmssigoying diplomatic
facility and a person serving in a diplomatic nossienjoying tariff
facility, on the recommendation of the Ministry Bbreign Affairs,

Government of Nepal.

If any previous treaty or agreement provideshar sales tax exemption
on imports, and local purchase is made from thistexgd taxpayers, on

the recommendation of the concerned project, thiitfaof zero rate
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shall be provided on such supplies, so long as geetty or agreement

is in effect.

Raw materials to be sold to and goods manufadtby any industries
established pursuant to the laws in force and ¢péran the special

economic zone.

If, on the recommendation of the Alternative EyyePromotion Center,
the battery used in the equipment and mechanisrarggng energy

from solar power is produced by any native indusind is to be

industry, the facilit

that transaction

with the approval of the Alternative Energy PromatiCenter and in

accordance with the procedures specified by theaRe@nt.

If painting, handicrafts, carving and similahet handicrafts produced a
cottage and small scale industry within Nepal aqgoeted through an
approved export trading house of Nepal, the vatided tax paid on the
raw materials used in the manufacture of such gesbdH be refunded
after fulfilling the procedures specified by thelaimd Revenue

Department.
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The value added tax paid on the import or Iguaichase of scooters
used by persons with disabilities shall, if sucbaters are registered in
their name in the Office of Transport Managemesetré&funded on the
recommendation of the Women, Children and Socialfakée or the

Chief District Officer of the concerned districhdain accordance with
the procedures as specified by the Department lahth Revenue. If
such goods are sold to any persons other than #msoms with

disabilities, the refunded value added tax shalldoevered.
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Financial Act, 2067 (2011)

Date of Authentication and Publication

2067.11. 03 (15 Feb. 2011)

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

Preamble Whereas, it is expedient to levy some chargesstakaties, cesses
laws in force

and fees, continue or alter the existing ones ésulta am

relating to revenue administration in order to iempéent

to finance of the Government of Nepal;

tudesembly pursuant to
) of Nepal,2063 (2007).

Now, therefore, be it enacted by th
Sub-articles (1) of Article 83 of Interi

1. Short title_and comme t(1) This Act may be called the

“Financial Act, 2067

30.

(@) The following Clause (f1) shall be insertedenfClause

(f):

“(fl) “Group of companies or entities” means a graaf
companies or entities in relation to which the

following situation exists:
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(@) If any business is carried on by a person or
agent member associated with the group of

entities,

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

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

group of entity or member of the group,

(d) If the permanent a operation of

business of an more than two

entitles is in the place, or

(e) If the gro ntities is controlled directly

y by any one person or some

(b)  The followin (h) shall be substituted€lause (h):

ideration” means anything to be obtained
hange for the price of any goods or servicesicei
upplied.”

(c) The following Clause (h1) shall be insertecatlause (h):

“(hl) "Loan agreement” means a hire purchase agree or

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

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

register/machine and fiscal printer.
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The following Clause (t) shall be substituted €lause (t):

“(t)

“Tax Officer" means the Tax Officer, Chief T&{ficer and

the Chief Tax Administrator appointed by the Goveent

of Nepal for the purpose of this Act, and this temso

includes a section officer, director and deputyectior at

the Department or such other officer designatedthzy

Government of Nepal authorizing to exercise the graw
of Tax Officer under this Act.”

The following Section 4 shall be substitute ion 4:

ax not to be levied on transfer of ownership of

transactions  Notwithstanding anything contained
elsewhere in this Act, in cases where a registperdon
sells the transaction being carried out by himertb any
other registered person or the transaction is feeanesl in
the name of his or her heir by virtue of his or Heath,
such transfer of ownership shall not be subjed¢tfo The
person registered in so selling or transferring the
transaction shall give information thereof to the

Department as prescribed.
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(2) Notwithstanding anything contained in Sub-
section (1), if any industry or business that guieed to
be registered or has been registered pursuantwse iR
transferred, the transferee who obtains the owiesstall

bear the transferor’s liability of tax specified layv.

(3) The person who obtains ownership shall,
subject to Sub-section (3), bear the obligatiorsaiely
maintaining the accounts, records and books ofiatcof
the transaction of such an industry or. business thd
prescribed period (before and a nsfer) pamsuo

this Act.”

(4) The following Explanation shall rteddiause (c) of Sub-

section (2) of Section 6:

“Explanation: For th ses of this Clause, acquisitionlshal

be deemed in th owing circumstance:

M rights, patents, licenses, trademarks and
ilar other rights,
Advertisement services,
Technical services, engineering services, senates
suppliers providing technical services, legal
services, accounting services, data and data
processing services, information services and ammil
other services.
0] In supplying the services as referred to in Sub-
section (1) or accepting any liability or undertaki
or in exercising that undertaking fully or partly o
doing any business activities in exercise of such

right, or
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()] Insurance or reinsurance services other than the

facility of safe deposit.

The following Sub-section (1) shall be subsath for Sub-

section (1) of Section 7:

“(1) The rate of tax to be levied pursuant to this shall be in
single rate of 13 percent.”

Of Section 8:

(@) The following Sub-section (2) sh subssitl for

(7)

Sub-section (2):

“(2) A person, whett ered or not, who s th
person who is notsteged
shall have to assess alhectoax
at the taxable va n accordance with this Ad &me

der this Act.”

recipient of services fro

and is outside of

Rules framec

“(3) Even though the construction of a building

or apartment or shopping complex and similar other

structure as specified by the Department, of whalhe is
more than Five Million Rupees, and which is budt f
business purpose is procured from a person whatis n
registered, tax shall be assessed and collectad &o
person who has ownership in that structure as ¢hsu

construction were procured from a registered petson
The following Section 8A. shall be insertedeafSection

8:
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“8A. Provision of bank guarantee (1) An industry that

exports more than Sixty percent of the total sédle o
the last Twelve months after the operation of the
industry may make import by furnishing a bank
guarantee with the concerned Tax Office iIn
consideration for tax while importing the raw
materials required to produce the goods in the
guantity of export, and import of goods to be

imported for a duty free shop through a bonded

‘has to make finished goods from the

rials, with Ten percent value addition.

(2) Liquors and cigarettes imported through
a bonded warehouse availing the facility as reterre
to in Sub-section (1) have to be sold only to the
diplomatic and tariff facility enjoying persons or
bodies that are recommended by the Government of
Nepal, Ministry of Foreign Affairs.

(3) Liquors and cigarettes in stock at the
duty free shop situated at the Tribhuvan
International Airport at the time of commencement
of this Act may be transferred to its own bonded
warehouse that has been licensed or be sold upon

paying leviable tax.
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(4) The bank guarantee furnished pursuant
to Sub-section (1) shall be released from the
concerned Tax Office in accordance with the

procedures specified by the Department.

(5) A person who enjoys the facility as
referred to in this Section shall not be entitled t
the facility as referred to in Sub-section (4) of

Section 24.”

Exemption for small vendor Notv

contained in the other pro this Act, arraption

may be provided to a ndor, having a priesedri

annual taxable ion threshold, from the

requirements ration and filing of tax meis and

from such ret nts as may be prescribed.

ed that, if a small vendor intends to hae hi
nsaction registered voluntarily, he oe shay
uch registration after completing the procesias

“referred to in Section 10.”

Of Section 10,-

The following Sub-sections (1) and (2) shall be
substituted for Sub-sections (1) and (2):

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

commencing the transactions.

363

www.lacommission.gov.np



www.lacommission.gov.np

(2) If any goods transacted by a person is taxable
if any person operates hardware, sanitary, fur@jtur
fixture, furnishing, automobiles, motor parts, etenics,
marble, educational consultancy, discotheque, healt
club, catering service, party place business, pgrki
service, dry cleaners wusing machinery equipment,
restaurant with bar, and colour lab transactiorniwia
Municipal Corporation, Sub-municipal Corporation,
Municipality or within an area specified by the

Department, the person has to mak applicatidha

prescribed format, to the Ta for regista,

within Thirty days after the mpositionafch tax

or the date of commence the transactions.”

(b) The word “applicati Il be substituted fve word

“petition” cont ub-section (4).

(10) The following Se 10A. shall be insertdaSection 10:

“10A. Speci rovision relating to provisional recstration:

the case of an exhibition, fair and similather
nsaction to be organized temporarily, the omgmmand
any entrepreneur who carries on the transactioangf
taxable goods or services in such an exhibitiofamrand
IS not registered with the Value Added Tax shalehto
be registered with the Value Added Tax temporaiiy.
the case of a person who is so registered, theOfwer

may require a deposit in consideration for security

(2) An entrepreneur who has been registered with
the Value Added Tax since previously pursuant t-Su
section (1) may take back through stock transferginods
exhibited in that program.
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(3) A tax payer who has been registered only for
the programme as referred to in Sub-section (1) blase
to cancel the temporary registration by furnishitg
details of transaction and paying all the leviatabewithin
Seven days after the completion of the organized

exhibition or fair.”
(11) Of Section 11,-

(@)  Of Sub-section (1),-

(1) The following Clause (c)

Clause (c):

“(c) In the case artnership firm, if such

partnersh Is dissolved or the partner

(2) g Clause (d1) shall be insertedeaft

If the taxpayer is one who gives zero return
or does not give return at all within a

consecutive period of One year,”

(3) The following Clause (1b) shall be insertedegatft
Clause (1a):

“(1b) A taxpayer has to submit his or her
documents for auditing within fifteen days of the
submission of the tax returns for cancellation of
registration, and the Tax Officer shall perform the
audit of such a taxpayer, cancel the registration

within Three months or if registration is not to be
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so cancelled, the Tax Officer shall give informatio
thereof to the taxpayer. If the Tax Officer does no
cancel registration or make decision to cancel
registration within that period, the taxpayer ig no
obliged to furnish the tax returns subsequent &b th

period.”

The following Sub-section (3) shall be subsati

for Sub-section (3):

“(8) Out of the good

enjoyed the tax deduction

have already
y, the stock (¢alpi

goods as well) remain le for use at the time
of the cancellation stration shall be deemed
supplied at tt arket price and tax shall be

assessed a covered accordingly.

property and property that is used in taxable

transactions.”

The following Sub-section (4) shall be inserted

after Sub-section (3):

“(4) If any act and liability as required to
be performed and borne pursuant to this Act shall
be due by the reason of commission or omission of
any act at the time of carrying on taxable
transaction, the cancellation of registration afrsu
a taxpayer shall not in self result in the exemptio
of such a taxpayer from the consequence of such a
liability.”
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(12) The following Clause (b) shall be substitufed Clause (b) of
Sub-section (2) of Section 12:

“(b) Excise duty, ownership fee and other taxes dine tax

imposed under this Act.”

Explanation: For the purposes of this Clause, "other tax
amounts" means such tariffs, fees and charges @as ar

specified and levied by the yearly Financial Act.

(13) The following Section 12A. shall be insertdidtaSection 12:

“12A. Taxable value of timber transacti here shall be

levied and collected tax on ount of royaltyhe

timber of national forest e amount of auction,

whichever is higher ime of auction, reéeas saw

were the timber of national forest.”

(14) ection 14,-

(@) The following proviso shall be inserted in Ssdztion (1):

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

that he or she is not registered.”

(b)  The following Sub-sections (4), (5), (6) and éhall be

inserted after Sub-section (3):
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“(4) One who transports goods attracting tax of
more than Ten Thousand Rupees outside the area
specified by the Department shall hold tax invoiegth

him or her.

(5) The Department may order taxpayers to issue
invoices by using a cash machine or computer. Other
procedures on so issuing invoices by using a casthime

or computer shall be as prescribed by the Depattmen

ing a notice or

that anyspe
as to makdiptie

(6) The Department may, by
Issuing an order in writing, So
specified by such a notice or
retail sale value or price such goods asifspe in
that order or notice ICh period as specifieerein.
No sale or trans .any goods shall be madeowith

making public sale price after the rpteif such

Provision shall be made that any person
ified pursuant to Sub-section (6) shall, ihrsgkuch
os to any unregistered persons, have to issécas
of the price made public in the specified formatd an

collect also the tax at the consumer level.

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

to in this Sub-section.”

(15) The following Sub-section (3) shall be insdradter Sub-section
(2) of Section 15:
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“(3) Notwithstanding anything contained in Sub-gsats$
(1) and (2), a Local Body or an international oligahon or
diplomatic mission situated in Nepal or the Goveenbof Nepal
or public corporations doing transactions of gondssubject to
value-added tax shall have to collect or recoveratahe time of

sale of value-added taxable goods or services.

(16) Of Section 16:

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

“(a) The Department continuous access

to the computer database rs.

(b)  The following Sub-se

section (3):

a) shall be inseradter Sub-

“(3a person who carries on the transactions of

taxabl S or services but is not registered tbas
or herself certify the account of purchase sale
ch financial year. The Tax Officer may at dimye

amine such an account.”
a7 e following Section 16A. shall be substitufer Section 16A:

“16A. Records processed by computer to be acceptabdes

evidence (1) Notwithstanding anything contained in the
laws in force, the records relating to taxpayercpssed by
the computer installed in the Department or offices
thereunder shall be acceptable as evidence fologasgoof
tax, except it is otherwise proved.
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(2) The Department may, by publishing a notice,
make necessary arrangements on the issuance afasyo

maintenance of accounts, submission of tax retamds

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

“16B. Deduction of tax paid on goods in the event ¢tdss In

the event of loss and damage due to arson, thosfident,
wear and tear or disruptive activity, deductionvafue
added tax paid on the goods shall be allowed as

prescribed.”

(19) Of Section 17,-

(a)

(€)

The following Sub-section (2) shall
Sub-section (2):

“(2) Notwithstandin ing contained in Sub-

section (1), it may be p that no deductioomy a

partial deductio

granted in the case of the
prescribed gooodk can be used for personabparpr

for business: e or for both purposes.”

“(5a) The concerned taxpayer shall be allowed to
deduct the tax paid on the capital goods that were
imported or purchased by entering into a loan agesd

under financial lease subject to Sub-section (2).”

The following Sub-section (5b) shall be insdrtafter

Sub-section (5a):

“(5b) The concerned taxpayer shall be allowed to
deduct tax paid pursuant to Sub-section (2) ofiSe@,
Section 12A. and Sub-section (3) of Section 15.”
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The following Sub-section (8) shall be insersdbr Sub-

section (7):

“(8) Notwithstanding anything contained
elsewhere in this Section, the name of a taxpayss w
does not submit the tax returns for Six months
consecutively shall be made public, and if therany
amount due for tax deduction by such a taxpayerh su
amount may be suspended and his or her registratayn

also be suspended.”

shall be ites# after

the words “before the fficer” contained in Sub

The words “or by registere

section (1).

The following ections (1a) and (1b) shallinserted

after Su

a) Notwithstanding anything contained in Sub-
n (1), a taxpayer in a district where theseno
nd Revenue Office may furnish the amount ofdax
tax returns to be paid and submitted by him or vaién
the Office of Funds and Accounts Controller of Haene
district within the Fifteenth day of the month imwh he
or she has to furnish the tax returns. The Offt&uwnds
and Accounts Controller shall forward the returfigax
and payment of tax so received to the Inland Rexenu

Office within Seven days.
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(1b) The procedures for furnishing and
forwarding the returns pursuant to Sub-sectiomgay be

determined by the Department.”
(21) Of Section 19,-

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

“(2) If a taxpayer does not pay the tax within the
time limit specified in Sub-section (1) extraame of

n the anadun

Ten percent per annum shall be iy

tax due and outstanding.”
(b)  Sub-section (3) is hereb

(c) The words “pu Sub-section (2)” shak b

substituted for #t rds “pursuant to Sub-sec{@nor

(3)” contai iIn Sub-section (4).

(d The “pursuant to Sub-section (2)" shak b

tituted for the words “pursuant to Sub-sec{idnor

“contained in Sub-section (5).
ection 20,-

(@) The following Clauses (f), (g), (h) and (i) BHze inserted
after Clause (e) of Sub-section (1):

“ If supply is made to the group of company by

making under invoicing,

(g If transaction is carried out by a person regqlito

be registered without being so registered,

(h)  If sale is made without issuing invoices,
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(1) If tax is collected by an unregistered person.”

(b) The following Sub-section (4) shall be subsath for
Sub-section (4):

“(4) In assessing the tax pursuant to Sub-section
(1), tax assessment shall have to be made withur Fo
years from the date of submission of the tax retulfrthe
tax assessment cannot be made within that perfos, t

returns so filed shallpso facto be considered to be valid.”

(c)  The following Sub-section (4a) sh

section (4):

“(4a) Notwithstandi

section (4), where ar

hing contained in Sub-
on has evaded tax lpapng
false accounts o es or other documents drdnd,

the Departme at any time issue an orderHer t

ollowing Clause (c) shall be substituted €lause
.*(c) of Sub-section (1):

“(c) By selling all or some of the properties of
the taxpayer through sealed quotations or auction

at the same time or various times.”
(b)  Sub-section (2) shall be deleted.
(24) The following Section 22A. shall be insertdter Section 22:

“22A. Provision _against _tax evasion_plan Notwithstanding

anything contained elsewhere in this Act, if anyp&yer
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commits any of the following acts withala fide intention
to take advantage of tax, the taxpayer shall benddeto
have committed enticement to evade tax through tax
exemption scheme, and the Director General mayrorde
the Tax Officer to assess the tax of such a taxpayd

recover the same:

(@) To lessen the liability of tax by making or dgi
any scheme or act witinala fide intention to evade
tax by manipulating any provision contained in this
Act,

(b) If any person or entity, ny act wihla fide

intention to lessen bility of tax or enterto

agreement with thatuntention.”

(25) The following Sectio and 23D. shall ibserted after

Section 23B.:

f goods of under invoicing1) If any person

goods by under invoicing, showing thdiregl
e lesser than the prevailing market price, fax
Officer shall, notwithstanding anything contained the
laws in force, withhold the goods in stock similarthose
goods so under invoiced and sold and the InlanceiRes/
Office may purchase or cause to be purchased the at

the price under invoiced and sold.

(2) If, in purchasing or caused to be purchased the
goods by the Department or Office pursuant to Sub-
section (1), such a person does not agree tohnselidods,
the Department of office shall take such goodsts: i

custody, make calculation on the basis of the pdte
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which they were under invoiced and sold and make
payment when such a person shows up to receive

payment.

(3) The goods purchased or caused to be purchased
pursuant to Sub-sections (1) and (2) may be sold or
caused to be sold at such price and in accordattbe w
such procedures as may be specified by the Director

General.”

Power to make search, seizure or

security: (1) If the Tax Officer fin
company or organization ha
tax and there is a possib
or the evidence and. of offence may disap piter,
Tax Office may, e approval of the Directoergeral,

do or cause t ne any of the following acts:

o seal the place of transaction,

To take custody of the electronic equipment

or records thereof,

To demand cash deposit or wealth guarantee
in a sum equivalent to the tax evaded from

the person believed to have committed the
offence, by executing a memorandum to that
effect,

(d) To withhold the bank account in the name

of taxpayer for up to Three months.

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

withheld for an additional period of Three
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months with the approval of the Director

General.

(2) The Tax Officer shall have the same powers as
the police may exercise under the laws in forceelation

to the investigation of offences pursuant to this.A

(26) The following Sub-section (4) shall be sulbsat for Sub-
section (4) of Section 24

ned in Sub-
resales for
r heil s#kes for
llowing firocedures
nd of the amb that is
shall be entitted refund of
sum after adjustingartstanding

“(4) Notwithstanding anything co

sections (2) and (3), any registered per
One month are 40 percent or more,o
that month, and submits an appli
set forth in this Section for
deductible pursuant to
the remaining exces

amount.”

(27) The followi

section

b-section (5) shall be subgad for Sub-

ection 24:

On the submission of an application pursuamt t
ection (3) or (4), the Tax Officer shall redutihe amount
held to be refundable, and if such an amount israfinded
within Thirty days after the date of submissionapplication in
relation to the matter referred to in Sub-sectiBh dnd within
Sixty days in relation to the matter referred t&umb-section (4),
the Government of Nepal shall have to provide ggeon that

amount, as prescribed.”

(28) The following Section 24A. shall be insertdidtaSection 24:
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“24A. Tax not to be refunded (4) Notwithstanding anything
contained in Section 24, if an application is natde for
the refund of the amount refundable pursuant te Aat
within Three years after the date of expiration tbé

period of tax, such refund shall not be made.”
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(29) Of Section 25,-

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

“(@) If a foreign county grants on reciprocity thiax
exemption facility to Nepalese diplomats whom the
Government of Nepal, Ministry of Foreign Affairs,
has granted diplomatic recognition or to persons

enjoying diplomatic facility and ving in regidna

or international missions or i s, the ambu

of tax paid by the Nep diplomats of such

country or regiona national missions or

institutions to the f consumption by them.”

(b)  The following Sub

section (1):

on (1a) shall be inseéradter Sub-

Notwithstanding anything contained in Sub-
the tax paid by a diplomatic body mamat

he purchase of taxable goods or services sloglbe
nded if the amount purchase is less than One

housand Five Hundred Rupees at one time.”

(30) The following Sections 25A. and 25B. shall ibserted after
Section 25:

“25A. Refund of tax paid by foreign tourist on purclase If a

foreign tourist, visiting Nepal and returning byr,ai
purchases taxable goods of more than Fifteen Timausa
Rupees and takes them with him or her, the tax paid
such goods shall be refunded in accordance with the

procedures specified by the Department.
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25B. Return of tax at the customs point in the casef re-

export: If any goods are re-exported, the concerned
Customs Office shall, on the basis of the evideofcee-
export of the goods, make refund out of the deposit
amount in consideration for the value added tak whte

customs by the concerned person.”

The following Sub-section (2) shall be subgad for Sub-

section (2) of Section 26:

“(2) For the purposes of Sub-se ), the rate

interest shall be Fifteen per cent per an

The following Sub-section (1a)s e inedrtafter Sub-

section (1) of Section 28:

“(1a) If any goa anufactured or prepared within

Nepal, after the com n of export proceduresheyCustoms
on by the concerned party orratteeson, and

s are to be exported within Three msoot the

1 tax leviable at the time of such return, #mel deposit
all be refunded after the re-export of such gootse
concerned Customs Office shall provide the detdiBmount so
furnished as a deposit and refunded to the InlamdeRue
Office.”

Of Section 29,-
(@)  Of Sub-section (1),-

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

Clause (a):
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“(@ In the event of violation of Sub-section (1)
or (2) of Section 10, Ten Thousand Rupees

for every tax period.”

(2) The following Clause (bl) shall be insertedeaft
Clause (b):

“(bl) In the event of failure to place a tax board
accordance with this Act or the Rules

framed under this Act, a fine of Two

Thousand Rupees for eek and in the

event of failure to p

place, a fine of ousand Rupees.”

(3) The following ) shall be substituted f

Clause (c):

event of violation of Sub-sections (1)

“(c)

d (4) of Section 14, Five Thousand

Rupees for each instance.”

* The following Clause (d) shall be substituted f
Clause (d):

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

percent amount of tax collected.”

(5) The following Clause (gl) shall be inserteceaft
Clause (9):

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

each instance.”
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(6) The following Clause (I) shall be inserted afte
Clause (k):

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

Five Hundred Thousand Rupees.”

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

“(1a) In the event of lesse
observing this Act or the Rulesr under this, Ahe
Tax Officer may fine up ta y Five percent bkt
amount of tax, on th nds as specified by the

Department.”

(2) The followin -section (2) shall be subsatu for

If a person commits any of the following
es, the Tax Officer may impose a fine of qeericent
f the amount of tax or an imprisonment up to Sooths

or both the fine and the imprisonment on such aqrer

(@) Preparing false accounts, invoices or other

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

(c) If an unregistered person acts as if he or she

were a registered person,;

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

(34) The following Section 29A. shall be insertdter Section 29:

(35

“29A. Power of Department to order to furnish the amunt

of fine: (1) Notwithstanding anything contained elsewhere
in this Act, if any person, prior to the commencamef
proceedings of action, admits in writing that hesbe has
committed another offence or more than such offesste
Departbrmy

forth in Sub-section (2) of Section 29
order such a person to furnis amount of fioé n
exceeding the amount imposable for the

commission of such an off

(2) In issui as referred to in Sub-section
as to set out the details oh su

fine to be paid and date fompayt of

(1), such an

An order issued by the Department pursuant to

ection shall be final.”

following Section 30A. shall be insertdter Section 30:

“30A. Power to order for reassessment of tax(1) In cases

where, before tax is assessed, it appears from the
information received by the Director General thaty a
action relating to the assessment of tax is aboubd
irregular or has been irregular, the Director Gaheray,
by executing a memorandum clearly setting out the

reasons, give direction to the concerned Tax Office
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make reassessment of tax or order any other Tace®tb
do that act.

(2) In cases where it appears that tax liabilitg ha
increased because of tax assessment made by the Tax
Officer recklessly or withmala fide intention, the Director
General may give order to amend such tax assessment
order within Four months after the date of initialx

assessment.”

(836) The following Section 31A. shall be substit

“31A. Application may be made fo strative review

(1) A person who is not s ith any decisafriax

assessment made b ax Officer may make an
application to th ent against the decigwihin

Thirty days of ate of receipt of a notice bétt

cases where the time limit for making
n pursuant to Sub-section (1) expires any
n makes an application for the extensiomad timit
within Seven days from the date of expiration & thme
limit, the Department may extend the time limit far
period not exceeding Thirty days from the date of

expiration of the time limit.

(3) If the claim of the applicant appears to bestru
upon examining the evidence and documents incluiteg
application made by the taxpayer pursuant to Sabese
(1), the Director General may, by executing a
memorandum setting out the clear reasons, void tibat

assessment order and direct the concerned TaxeOffic
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make re-assessment of tax or order any Tax Offwelo

that act.

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

application pursuant to Sub-section (1).

(5) If the Department does not give decision within
the time limit as referred to in Sub-section (4he't

concerned person may make an appeal to the Revenue

Tribunal pursuant to Section 32.

(6) The taxpayer wh an application

" the making of application, only the remam
unt upon deduction of the amount covered by that

,ramount may be furnished as deposit.
(37) The following Section 32 shall be substitutedSection 32:

“32. Appeal in the Revenue Tribunal (1) A person who is

not satisfied with an order of suspension made Hey t
Director General pursuant to Section 30 or a dauisi
made by the Department pursuant to Sub-sectiorof(4)

Section 31A. may file an appeal in the Revenueurrd).

(2) The person who files an appeal pursuant to

Sub-section (1) has to register a copy of the dppeh
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the Department within Fifteen days of the dateilofg

appeal.”
(38) The following Section 32A. shall be insertdter Section 32:

“32A. Advance ruling (1) If any person makes an application in

writing to the Department for the removal of any
confusion as to the application of this Act, thgpBement
may issue its version by an advance ruling as phlest,

by notifying the person in writing.

(2) Notwithstanding anythi ned in Sub-

section (1), the Department s
an advance ruling referre
matter of confusion occ the implementatdthis
Act in cases where.s attersud judice in the court

or has already ecided by the court.

(39) The following Section 34A. shall be insertdter Section 34:

ave expert's serviceThe Government of

may obtain the service of the concerned éxper
e act related to tax auditing; and the provisomm
governmental secrecy mentioned in Section 37 siiad

apply to such an expert.”

(40) The following Sub-section (1) shall be sulosatd for Sub-

section (1) of Section 40:

“(1) A person who provides information, along
with evidence, showing that a taxpayer has evademttempted
to evade all or some portions of his or her takiliy may be

awarded, by a decision of the Director Generalreagard the

386

www.lacommission.gov.np



www.lacommission.gov.np

amount that is equal to Twenty per cent of the amhaf tax
recovered on the basis of that information.”

(41) The following Schedule-1 and Schedule-2 shallsubstituted
for Schedule-1 and Schedule-2:
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“Schedule-1
(Relating to Sub-section (3) of Section 5)
List of VAT exempt goods and services

Group 1.  Basic Agricultural Products

(@) Paddy, rice (heading 10.06), wheat (heading&hd 10.02),

(b)

rous roots, corms, fruits, and vegetables aedhfand

nprocessed agro-products (except those to beisdgpl hotels,
restaurants, bars, guest houses, cafeteria andr aihelar

organizations).

(c)  Unprocessed cash crops/cereals (such as sngafeab heading
12.12.99), cotton (heading 52.01), cardamom (subding
09.08.30), ginger and saffron (sub heading 09.10.1@x
(heading 53.01 and sub heading 53.03.10)), unpsedes
tobacco, tea leaf sold by farmers(sub heading 09002nd
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(a)
(b)
(c)
(d)

Group 3. Live Animals and animal

(a)

b) -

(€)
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09.02.20), tea chest (sub heading 44.15.10), c(diele heading
09.01.11 and 09.01.12), soybean (heading 12.0ingrouts
(heading 12.02), turmeric(curcuma) (sub headind @30), oil-

cake and other solid residues (headings 23.04 arab?

Herbs (including their extracts).
Goods of Basic Needs:

Piped water, including water supplied by tasker

Fuel wood (sub heading 44.01.10).
Coal (heading 44.02).

Salt (sub heading 25.01.00.90

He-goats (sub headi .04.20), sheep and taougoats (sub

s and she buffalos (01.02), she goats (02004 and their
fresh milk (04.01), (including pasteurized), cuéd (06.100, bees
(01.06.90) and bee hives (44.15.100 and bee keepaadinery,

including germination plant, metal barrel, bee hrusase roller,
gear pump and wheel plate (heading 84.36) and deesting or

threshing machinery (heading 84.33).

Ducks, hens, cocks, turkey and similar othendi(heading
01.05) their fresh meat and unprocessed raw itdmading
02.07) and eqgs (heading 04.07).
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Fresh or dried fish (other than packed) (heq0®.01) (from sub
heading 03.02.33 to 03.02.36, except 03.02.700d{hga03.03
(except sub heading 03.03.80, sub headings 03.0ard
03.07.49)

Agricultural inputs

(a)

(b)
(€)

(d)

(€)

(f)

Crops, grasses, flowers or live trees and ofilants, bulbs,
tubers, tuberous roots and bulbs and roots usedeass
(headings 06.01, 06.02, 06.04, and 12.09).

Manure, fertilizer and soil conditioners (C

Hand tools, spades, shovels, ma : , pickgshforks and
ing toodsaseurs of any
other than hsams, hedge

share and other ¢dalkind used

rakes, axes, bill hooks and si
kind, scythes, sickles, hay

shears, timber wedges, p

r (heading 87.01), cultivators (sub epd4.32.29),
talum (sub heading 84.32.21), levelers (sub ihgad
84.32.80), harvesting or threshing machine (headdg33),
threshers (sub heading 84.33.52), fishing nets (sahding
56.08.11), ready-made cages for aquaculture, fslubators,
pumping sets with engines from Two to Eight horse/gr and up
to 30 meters hose pipe accompanied with the setsgd un

irrigation works.

Raw materials of deed supplements falling un@ieapters 23, 28

and 29 of the Customs Tariff, animal feeds and fggplements
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falling under Chapter 23 of the Customs Tariff, dime stone
dust, bone dust and fish dust falling in Chapter 25

(@  Special kind of utensils for feeding poultrgdeexcept normal or
general utensils, and special kinds of utensilsdeding water to
poultry.

Group 5.  Medicine, Medical and Similar Health service

(@) Health services (other than health servicesiged by the

institutions registered with the value added ta

(b)

(€)

(d)
planning means (headings 30.03, 30.04 (eixcep
pras) sub heading 40.14.10).

(e) Pacemakers used in treatment of heart diseg@®21.50),
equipment required for the treatment of kidney ase bath
concentrate solid or liquid used in dialysis (3899, goods
made for, and suitable only for the use of, infamd disabled

persons, (including scooters) 987.13.10 and 87Q)4.2

()] X-ray film (sub heading 37.02.10) and oxygers ¢a be used for
treatment (sub heading 28.04.40) and bandage (igd60i05).
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(99 Raw materials for drug industries: metal sadtdgdes and hydro-
oxides used by drug industries and in the prodactb IOL,
falling under Chapter 28 of the Customs Tariff,vesl as raw
materials of drugs (active ingredients of druggj aaw materials
used by drug industries in production of drugsnoprioduction of
IOL , and packing materials and equipment fallingder
headings 90.18 and 90.27 used in the research eamlogppment
of industries and hospitals on the recommendatidnthe

Department of Drug Management.

Group 6: Education
(@) Research related acts in schools

(b)  Vocational or professional tra refresstrainings.

provided by institutions d by the Goveremh of

Nepal.

(c)  Educational ser 5 provided by schools andeusities.

Group 7:  Books, ne pers and printed materials

(a)

ndars, newspapers, magazines (lysai9.01,

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

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

related services.
(b)  Cultural programmes.

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

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

Air transport, passenger transportation (exceptalcalar) and goods
carrier service (except transportation related tpp$/) and cargo

services for the purposes of exports
Group 10: Personal or Professional service:

Personal services rendered by artists, sportspgrsrthors, writers,
designers, translators and interpreters institaligror individually, and

services of supplying human resources to foreigmt

Group 11: Other goods or services:

1. Agriculture products storage ser ovidgeadid storage.

2. Postal services (only tho vided by the @Gowent of

Nepal):

(@) Services nveyance or transfer of lettersney and

(b)

ervices required for the services ofvegance or

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

3. Excise duty stamps and passports (heading 4830 machines
(sub heading 84.70.90)

4. Financial services, life insurance services amihsurance
services.
5. Bank notes, coins and cheque books:
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www.lacommission.gov.np



10.

11.

12.

www.lacommission.gov.np

(@) Printing and issue of bank notes.

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

(c) Cheque books (heading 49.07).

Gold and silver:

(@) Gold (heading 71.08), gold coins (sub headihd &.90),
gold ornaments (heading 71.13) and diamond ornanent

(subading
s and ornaments

(b) Silver (heading 71.06), and silve
71.18.90), silver ready-made |
(heading 71.13).

Electricity supply.

Raw wool (heading

solar power and wind power operategdgp@eneration
‘and their equipment and tubular battery, the

mmendation of the Alternative Energy Promotiantre.

Aircrafts and helicopters (heading 88.02(excepb heading
88.02.60) and their engines (sub heading 84.09d4#Y, box (sub
heading 88.05.10), fire brigades (sub heading 83®M5

ambulances and corpse carrying vehicles (headin§28and

87.03).

Jute batching oil (sub heading 27.10.19.13) el products
(headings 53.06, 53.07 and 53.10).
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Mills, machineries and equipment, molding kégscept spare
parts) other than those that can be used in holdseltiwacting
up to 5 percent customs duty as falling under Bdrtof the

Customs Tariff.

Woolen carpet and woolen carpet weaving, dywaghing and

knitting.

100 percent cotton sarlungi, Dhoti (for both men and
women), Petani, Gamcha and cotton yarn (headings 52.05 and
52.07).

Woolen yarn to be used in hand kn gecept artificial

and acrylic) domestically.

Donated goods received any natural calasitior

philanthropic purpose proved by the MinisthyFinance,

Government of Nep

Goods of per use that do not attract mssiuty and are

imported the Luggage and Baggage Ordertfacili

ual to such tax as deemed payable rératins
ce upon deducting the tax paid on purchase fhe tax
llected on the sale of goods by textile, matchlyavooden
stick) and tyre-tube industries shall be refunded these
industries in accordance with the procedures dpdciby the

Department.

Only Twenty Five percent of the amount equabktich tax as
deemed payable that remains balance upon dedutttengax
paid on purchase from the tax collected on the sal@oducts
(flour) by flour industries shall be refunded te$le industries in

accordance with the procedures specified by theaRe@nt.
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Fifty percent value added tax of the value ddd& collected by
domestic industries producing mustard oil on sgllitheir
products of mustard oil and by industries produd#agaspati
ghee and other processed edible oil domesticalligegdaxpayers
registered with the value added tax shall be refdntb these
industries in accordance with the procedures dpdciby the
Inland Revenue Department. Provided that, the maoga
industries that import processed oil in bulk anfdlireg the oil in
consumer packages and sell the same shall nottile@mno such

a facility.

If any native industry that manufac uinobile phone
ce that bHeee sold

ellular melphone sets or
rs registered wétlhvdlue added

refunded in accordandn the

sets and importer thereof subm
the tax paid on the raw mate
readymade goods to the ta
tax, sixty percent sk

procedures specified by*the Department.

projects and as are not produced in Nepal,than
omendation of the Alternative Energy Promotientre, in
the case of those which are operated with the appmf that
Center, and on the recommendation of the Eleagtricit
Development Department, in the case of the indestexcept
those which are operated with the approval of theerAative

Energy Promotion Center.

The value added tax shall not be levied onstesinng any motor
vehicles that were imported by any foreign missmmdonor

agency with the enjoyment of the diplomatic fagilir tariff
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facility to the project itself in consonance withet approval
annual program of the project and converting thember plates
into governmental ones or on transferring, with dpgproval of
the Ministry of Finance, any motor vehicles thatrevenported in

the name of any project with the enjoyment of arlipartial tariff

facility (except those imported on inventory or kaguarantee)
to any governmental body after the completion efpioject and

converting their number plates into governmentaon

If any diplomatic body, project or other bodypvyernmental as

well as non-governmental organizatio nds toas and
cancel the registration of any moto thdtas imported
with the enjoyment of the tariff f d thet more than 15
years old after the year of initi uction, lwthe approval of
the Ministry of Finance, th added tax shali be levied

on such a motor vehi

levied on such a motor vehicle on the badise approval
e Department.

If any industries that have not enjoyed thalifgcof bonded
warehouse or passbook import the raw materialssidiaoy raw
materials, and packaging materials that are nodywed in
Nepal, required for the production of goods to Bpogted by
them and export the goods produced from such raigriaks in
accordance with such procedures and within suchogbeas
prescribed, the value added tax levied on such materials,

subsidiary raw materials and packaging materialdhatcustoms
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points while importing them shall be refunded fréme customs
point in relation to such goods, from such a daid @n such pro

rata as specified in a notice published in the N&aaette.

The following goods to be imported in the navh&lepal Army,
Armed Police Force and Nepal Police Headquartes simjoy

exemption, on the recommendation of the concernmdstvly:

(@) Ammunitions, arms, gunpowder and their sparespa

special kind of oil, accessories, explosives toubed by

Nepal Army, Armed Police Force a pal Policey ra

materials required to produc materials and

machineries, tools and spare  used for sgcurit

(b)  Machineries and equip guired for maintgmeace
and security, crowd rol materials, equipment! an
other goods required for the investigation of csmand

communication raterials to be used by personnilepil

Police Force and Nepal Police, on the

dation of the Ministry of Communication.

equipment, materials, drugs and relateadgoas
required for the treatment of Army personnel, armed

police and Nepal police personnel and of horses.

(d) Goods used in the exercise and training of Ararmned

police and Nepal police personnel.

(e) Heavy earth moving plant, tool and parts relateereto,
optical equipment used in engineering survey and
construction works carried out by Nepal Army, andhs
defense store goods as specified by the Ministry of

Defense.
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() Camping equipment used by Nepal Army and vagiou

goods required for special force and paratroopers.

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

imported in the name of Nepal Army.

(h)  Equipment and tools required for the operatioh

hospitals.

(1) Goods required for scientific laborator

()] Goods used in natural calamity re

Purchase, sale and rental ds and buildingsefs the
services provided b tities carrying on ress such as

hotels and guest ho

Group 13: Betting;

Note:

1)

(2)

Activitie

bling, and lottery.

The value added tax shall be exempted onlyhengoods and
services specifically mentioned in the foregoingdirgs and sub
headings. The Department may, as required, andnsuttation
with the Department of Customs, alter and revisee th
interpretation of the goods and services enjoyaxgeimption and

the Harmonized Code of Commodities.

Given that as mentioned abova&naspati ghee and mustard oll,

flour and cellular mobile phone sets produced doicas/ enjoy
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partial facility and tax refund is made accordindlye Inland
Revenue Department shall make provision of cootaina

including the market monitoring of these goods.

If the Government of Nepal considers reasonablgrant any
exemption to any taxable goods or to refund taxmaty grant

such exemption by publishing a notice in the Népatette.
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Schedule-2

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

Goods exported from Nepalilf it is proved that goods are supplied as

follows:

(a) Goods exported outside Nepal, or

(b) Goods shipped for use as store intemedtiflight of

which destination is outside Nep;

(c) Goods puton board an i al flight diietr destination is

outside Nepal for retai or supply or consuampt

Services to be supplied.te persons outside Nepal

(@ A supply es by a person residing inpp&deo a person
who has no business transactionjndsss

tative or legally recognized agent in Nepal

(b)

supply of goods or services by a person whiesiding and is

registered in Nepal to a person who is residingidatNepal.

Goods or services imported by a person or nmssigoying diplomatic
facility and a person serving in a diplomatic nossienjoying tariff
facility, on the recommendation of the Ministry Bbreign Affairs,

Government of Nepal.

If any previous treaty or agreement provideshar sales tax exemption
on imports, and local purchase is made from thistexgd taxpayers, on

the recommendation of the concerned project, thiitfaof zero rate
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shall be provided on such supplies, so long as geetty or agreement

is in effect.

Raw materials to be sold to and goods manufadtby any industries
established pursuant to the laws in force and ¢péran the special

economic zone.

If, on the recommendation of the Alternative EyyePromotion Centre,
the battery used in the equipment and mechanisrarggng energy

from solar power is produced by any native indusind is to be

industry, the facilit

that transaction

with the approval of the Alternative Energy PromatiCentre and in

accordance with the procedures specified by theaRe@nt.

If painting, handicrafts, carving and similahet handicrafts produced a
cottage and small scale industry within Nepal aqgoeted through an
approved export trading house of Nepal, the vatided tax paid on the
raw materials used in the manufacture of such gesbdH be refunded
after fulfilling the procedures specified by thelaimd Revenue

Department.
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The value added tax paid on the import or Iguaichase of scooters
used by persons with disabilities shall, if sucbaters are registered in
their name in the Office of Transport Managemesetré&funded on the
recommendation of the Women, Children and Socialfakée or the

Chief District Officer of the concerned districhcain accordance with
the procedures as specified by the Department lahth Revenue. If
such goods are sold to any persons other than #msoms with

disabilities, the refunded value added tax shalldoevered.
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