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Tax Policy

* Income Tax, VAT, Customs and Excise as major taxes in Federal Level,

* Property Tax & Agricultural taxes fall under sub-national bodies,

* IRD is responsible for administering taxes except customs,

e Customs revenue mobilization is a jurisdiction of Customs Department,

* Property Tax & Agricultural taxes are mobilized by sub-national bodies.
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Excise Policy

* On goods that pose risk to health and harm the environment,

* However, other common goods have also been dragged into its scope,
* Specific and ad-valorem rates are in practice,

* Physical Control System — High Risk Commodity,

* Excise is Zero Rated for export,

* Excise Sticker for liquor & tobacco.
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Value Added Tax Policy

* Tax based on Destination Principle,

* |Input Tax Credit is provided,

* Ensures Non-Cascading Effect,

* Tax avoidance is minimized through Catch-Up Effect,

* Basic needs for daily life — tax exempted,

* Export is zero rated,

e Single Rate of VAT — 13%, registration threshold NRs. 3 & 5 million,

* Service provided by non-resident person is taxable even in B-to-C transactions.
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Income Tax Policy

* Incomes Classified into four heads, * Progressive Measures of taxation,

Basic Slab 500K &
600K Exemptions

1% SST In Basic
Slab

Income Heads
e Business

e Investment

e Remuneration

e Windfall Gain

Next 300k First 200K

@20% @10%

Next 1 Mn
@30%
Next 3 Mn Income More
@36% Than 5 Mn

039%
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Income Tax Policy

> Tax collection at transactions

> B n Self-A men m, ' jari
ased On Self-Assessment Syste settlement intermediaries,

» Tax collection through withholding » Employer as a tax assessor &
agents as TDS, collector,
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Income Tax Policy

 Resident vs. Source Principle

Mixed Tax Principle

Resident Principle Source Principle

Nepal taxes the worldwide Nepal taxes income that is earned
income of its residents. within its borders
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Income Tax Policy

Comprises Hybrid model of Global &
Scheduler tax system,

4 N

Scheduler Tax System
» Business

» Investment (Div., Int.)
» Remuneration

Global Tax System
Residents worldwide income is
aggregated and taxed at
progressive rates.

/
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/ Capital Gain Tax on the profits of non-
business chargeable assets,

>

Individuals are subject to tax.
CGT on land, building, & Share.

Entities are required to include
in business income. No CGT for

entities.




Income Tax Policy

« Matching Principle for expenditure deductions,

Means to Earn ...

Y Expenses Taxable

Same Year as ...

By Same Person ...
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Income Tax Policy

 Investment Tax Incentives,

Investment Tax Incentives

Least Developed
Sector Industries

Special & Tourism

Industries All Industries

Hydropower

90% Tax
Concession for 10
Yrs

Accelerated
Deprecation

First 10 Yrs Tax
Holiday

Followed by 5 Yrs Followed by 3 Yrs

First 5 Yrs Tax
Holiday

No div. tax on
ploughed back
profit

50% Concession 50% Concession

R&D expenses deductible
same year
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Income Tax Policy

* Enactment of GAAR,

-~

» Empowers IRD to address
arrangements that are
considered to be tax
avoidance schemes.

~

* Digital Service Tax,

-

)
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» Collected By Non-Resident
digital service provider,

» B-to-C transactions,

> 2% of price of service.

N
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Income Tax Policy

* Nepal has entered into DTAA * Provisions of transfer pricing,
with 11 Countries,

Countries Having DTAA With Nepal

Norway Bangladesh » Ensure transactions are being settled
Thailand Pakistan in arm's length price.
. , » Allocates taxable income fairly
Sri Lanka China .
among the tax jurisdictions,
Qatar Mauritius > Helps to minimize tax evasion and
Austria India avoidance
Korea
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Tax Administration Introduction

* Traditional & primitive taxes were there till mid of 20" century,

* Nepal's tax system established only after income tax act in 1959,

The IRD is responsible for tax administration,
* The IRD has a network of offices throughout the country,

* Special revenue administration service as a sub wing of civil service.




Organizational Scope

Large Taxpayers Mid-Level Taxpayers
Office - 1 Office- 1
IRD Field Offices
Inland Revenue Taxpayers Service
Offices - 43 Office - 39




Registration Status

Taxpayers are assigned with
9-digit Permanent Account
Number (PAN)

Total Registration
Status

Business PAN - Personal PAN - Total No of PAN -
2,026,091 4,676,288 6,702,379

VAT Registered
Taxpayers - 343,771




Integrated Tax System

/

IRD Tax Portal
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Imtegrated Tas Limnks
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Officer Portal (https://officerportal.ird.gov.np)
HAT-afFadd ITatra EanT

inland Rewvenue Depattmel_'lt

SiteMap: -
A e S-Integrated Tase Sy sbemn

Central Functdon

Central Reports

Taxpayer Information Report TIR)

Tax Clearance Certificates

MIS Reports

Registraton Reports

WAT Reports

Incorme Tax Reports

TS Reports

Beruju Reports

Appeal Information Management Syst.o_.

Excise Reports

Sticker Reports

Activity Recording Report

RAS Report

RAS—- Entry Search

Arrear Management System

Arrear Management System Reports

Central Billing Management System

Audit Record Management System

EIMS

EIMS Report

Security
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Taxpayer Portal (https://taxpayerportal.ird.gov.np)

HT-alRad IJTJFa AT
Iinland Revenue Department
FALTATET F[aTHAT FHATAA

Online E-Services SiteMap::

=1 "__J Integrated Tax System

) General

] Registration( PAN,VAT,EXCISE)
1 WAT

1 Non-Resident Person (DST/VAT)
I} Estimated Return

] Income Tax

] Excise

1 E-TDS

] Diplomatic Refund

) Health Tax

) Education Tax

1 Electronic Billing

] Education Service Fee

] Foreign Employment Service Fee
] Foreign Tourism Fee

) Luxury Fee

1 Other Offices
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Tax Collection - Revenue Accounting System

RAS Report Snap RAS Showing Collection Report of an office
= ) RAS Report . & TEATE
@ Arnmex 10,44 R T T
[=] Annex 10.5 (Malepa 10 Ka)
= Annex 10.7 (Malepa 23) AR T FTATe, AwF T FT o
(=] Annex 10.2 (Malepa 108 Ka) Officewise Target Collection Report
@ Annex 10.3 (Malepa 108 Kha)
[Z] Annex 11.1 (Malepa 9) T AT T A T anff o 2081.082 wfim
=] Annex 11.1 (Malepa 2) (All Office)
[=Z] Annex 11.1 (Malepa 92) (Bankwise) T 1 T+ LA
% ﬁ"e" iii (Malepa 15 Ka) 2081/10% 2081 /10 T
L = -
2] Annex 11.5 Group Monthly Target Monthly Collection Percent Total Target Total Collection Percent
[£] Bank Wise Report (A) Income Tax 93184 117265 125.84 1019941 780413 76.52
% Bank Wise Revenue Report (B) Rent Income Tax 4359 3393 77.84 21862 14040 6422
Collecti R rt (DT COD
= Cz”z Ct:z: Rzzz . E[R o) 2 (C) Interest 18563 15425 £3.09 55489 63020 1357
[=] Collection Report (IRO+DTCO) (D)VAT (Internal) 97100 67058 69.06 711149 589087 8284
[£] Collection Report (Without PANY (E) Excise (Intemal) 34124 16721 49.00 324675 281726 86.77
% E‘D"" p_"“a';‘“'e kTEt'; g:at ;Zd ft""e':t"’“ (F) Health Senvice 4 00 11 3764 1544398
aywise Ban a Do i
[2] Duplicate Voucher Search (G) Education 3 2 67.75 5 8 152.26
[=1 Groupwise Collection Report (After (H) Others 33 808 2435.88 58 5908 10170.97
— Grounwise Caollection Renart - Total 247369 220671 89.21 2133190 1737967 8147
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Tax Audit, assessment & appeal

R d == Audit Record Management System |y - Appeal Information Management Syst
Tt LR reiices 2 Audit Allocation ) AM A | Decici
et e Links Integrated Tax Menus >>Iniegrated Tax System>>Vahe Added Tax Sysiem>>Finel Menagement Assessment — @ Al.ldit CIGSE = ppea ECISIG”
s =] Audit Notice =] AM Appeal Decision Report
L Cental Repos.
e R Ehudit Officer Verification = AM Appeal Entry
. Audit Report ]
3 g s e 52
el =) Audit Report List =] AM Appeal Extension
e —— ') Audit Report Samples % AM Appeal Extension Report
%:mwrtmummm = . —
S ™ i =] Audit Response % AppealEntry Darta Report
e [IE =] Audit Selection - .
B || Ehims g _ % MA Order Received Info
E i \=] Bank Audit Entry
2 suntry Tanscin F R R \4
%:ﬁ:ﬁ;ﬁﬂ"m s e v e |=] Decision Letter
ettt wevien \=] Field Visit Entry
EW:EEEF}? @ Insurance Audit Entry
|| T e |=] Manufacturing Audit Entry
e - 2] Other Audit Entry




TDS Management System

Integrated Tax Menus >>E-TDS >> E-TDS Ingrated Tax Menus »5ET05 »3 ET0S

WAL mowss PeweadiEd s iiwemw imem i) i RR wodewamm ano 0F nen B W
HoEE 7. [ BRA | [ugiey aEd | [duEls T

s Egsh Dowlosd Sanple Load XML fle Load EXCEL fle  SaveRecordsto XML fle  Save Records to EXCEL file
TADHA! A *:
e

TRIGS *: wiwimi URs Dfs pewn Rhmew Rhwi

ot First, Withholder = —

- i " (19) 11111 Indhvidual or Proprietorship

; AN A AT Obgih Ol TR Rom
wwq (qﬂ :') needS to fl I I u p (20) 11112 Remuneration Income Tax
@ DeeAl A Reat [ S |y Smit @

s the form on left to - ety

<

& = - - (23) 11122 Public Limited

O HIF O FIFH get al Sme ISsion fi Wi W Meath @A | RREE 410 pivtelnkd

R Select IRO b Qs Pl g Refeh (2) 11024 Ot Entts
no., then proceed S—

'{ﬁﬁ: . (27) 1131 Rental Tax

L to E-TDS Portal o

(30) 11134 Tax on Other Investment
Income
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E-Internal Monitoring System

Progress entry module by office Progress report generated by system

Progress Entry Month: H-aRd AaiEd AT
After the incentive entry de Inland Revenue Department
F=garal Fam gaida
= Re Po rts 3‘_‘(51:9 m L= e rai Progress Entry Month: Incentive Entry Deadline: Time QOut Reporting E
After the incentive entry deadline, the progress entry will not be counted for the
Collection & functional = Setup Entry System Operational Manual  EIMS(6869-7071) EIMS(6667-6768
— PANMN Mismatch Upload — Suspicious PAN Report

Yearly Target Report

Update RLAS Collections

Performance Report

Update Full Audit Monthly Target Report

Monthly Performance Report Velcome tO IMS
Comparative Target and Performance Of

Revenue Department
1l Monitoring System

Update Collection Function

Collection Function Entry All Office Target and Performance

Market Monitoring I : Dues Collection

_ _ All Office Target Report
Pre Investigation
9 . 1 All Office Performance Report

Health Education Service Fea — Detail Report (Office wise)

[ H eIl W 254, BINF US4 36 UA 2 |
Collection Function Report

sight Inland Revenue Department Nepal

Legal Action Liguor

Detail Report (Indicator wise)

Taxpayer Education

i Grading Report (All IRO, TSO, LTO)
Rapid Werification IROwise TSO Grading Report

= = TSO Gradi R rt
Audit Rewview rading Repo
Categorywise Grading Report

Wat Registratiomn Audit Review Report
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Taxpayer Service

Registration:
> Permanent Account Number (PAN) T
> Value Added Tax (VAT) Filing & Returns:

> Excise Duty Registration v" Income Tax R.e.turn Filing
v VAT Return Filing

v' E-TDS
v' Excise Return Filing

Tax Payment:

¢ connectIPS
** Mobile Banking & Digital Wallets
s Offline Payments

Continue.....




Taxpayer Service

Support and Information:
» Service Offices TSOs & IROs
» Taxpayer Education

» Guidelines, Procedures etc.
» Assistance & Consultancy

Online E-Services and Portals:
» Taxpayer Portal
> IRD Nepal Mobile App

Other Services:
> Tax Refund
» Advance Ruling




Taxpayer Service

Based on Investment Based on employment

Micro Industries Amount generation

. . Information Technolo
Manufacturing Industries ormation le gy

Industries
Tax Exemptions,
Concessions &
Hydropower Projects Reduced Rates Export-Oriented Industries
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Taxpayer Service

Accelerated Depreciation Deductions for Specific Incentives for SEZs
Allowances Expenses

Reduces taxable
income in the initial
years of operation.

Beneficial for capital-

intensive industries.

100% tax exemption -
5 years, 50% for the
remaining period. In
hilly districts- 10 years
and 50% thereafter.

Up to 50% of
expenses incurred for
R&D and pollution
control.
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