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Updates
Changes brought by
Finance Ordinance, 2083

This quick update on changes brought by recent Finance Ordinance, 2083 is only for easy understanding and
reference of the clients, colleagues and team of RSA. The source of this material is Budget Speech 2083, Finance
Ordinance, 2083. English translation is unofficial.



Important Provisions of Finance Act, 2083

Heading ‘ Provisions Rate of Tax
) A person licensed to operate foreign employment business must deposit 1%
Foreign foreign employment service tax from the amount collected from the
Employment person going on foreign employment.
Service Tax . . . . .
“ ” . A licensee shall deposit such foreign employment service tax and submit
FEST” Section . . s -
5 the details to the tax office within 25 of the following months
Interest applicable for the late deposit 15% p.a.
Pollution PCT shall be levied on petrol and diesel and importer shall deposit such
Control Tax tax within 25 of the following month or with additional interest of 15% Rs 1.50 p/Itr

“PCT” Section 6

p.a. for any delay.

Telephone

TOT shall be levied Rs 500 for new registration of telephone and from the
person getting transfer of ownership of telephone line.

In case of mobile telephone, TST shall be levied at 2% of sim card fee and

Rs 500 p/reg

Ownership Tax
R P recharge fee. 2% of
TOT” Section 7 ) o ) . recharge/sim
Such tax shall be deposited within 25 of the following month or with card fee
additional interest of 15% p.a. for any delays.
. TST shall be levied on the service fee of telecommunication services such
Telecommunica Lo . . L
tion Service Tax as telephone, mobile, internet by such service provider. However, it is not 10%
“TST” Section 8 applicable for interconnection charge between two licensees and up to ?
50% of repair maintenance fee of fixed broadband service fee.
Green Tax Green tax shall be levied and collected at the custom point on import of
. Schedule-1
Section 9 goods as per schedule-1
Internal
Production . . .
. Internal Production Protection and Management Tax shall be levied and
Protection and . . Schedule-2
collected at the custom point on import of goods as per schedule-2
Management
Tax Section 10
Clean Clean Infrastructure Development tax shall be levied and collected on the
import or local manufacturing of electric vehicle as per schedule-3. In case
Infrastructure ) . .
of imports, tax shall be collected at the custom point. In case of imports Schedule-3
Development - . L . .
. before this Finance Act or in case of local manufacturing, in which vehicles
Tax Section 11 . . . .
are not registered, then tax shall be collected by the registering entity.
Road . . .
Develooment RDT shall be levied and collected at the custom point on import and at the
Tax ”RI;)T” time of registration for nationally manufactured of vehicles and vehicles Schedule-4
for freigh hedule-4.
Section 12 used for freight as per schedule
Luxury tax shall be imposed on goods and services consumed in Nepal as
per schedule-5
* Services of 5 star or above-star rated hotel and luxury resort 2%
= Imported ready to use liquor (after import duty and excise duty
inclusion)
Luxury Tax The following persons are responsible for applying for and collect luxury
Section 13 tax
=  5star or above star rated hotel and resort while providing services
= |Imported liquor at custom point at the time of import
Luxury tax to be deposited to tax office within 25" of the following month
= Interest applicable on late deposit 15%

=  Fine applicable for the delay period

2.5% p/a




Heading ‘ Provisions Rate of Tax
Fine on transaction amount applicable, in case luxury tax is not levied and | 25%
collected

Skill . . . . .

Skill Development Tax shall be levied and collected in selling gold, silver or

Development . 5%

. ornaments made from Gold and Silver as per Schedule-6.

Tax Section 14
Students going on aboard study EST is applicable on the amount of
foreign exchange for education fee remittance

Education Bank and financial institution collect such EST shall deposit within 25 of

. . . . o
Service Tax the following month or with additional interest of 15% for any delay 3% of total

“EST” Section
15

Students having paid EST on getting the foreign exchange facility from the
bank but not being able to go abroad for the study if applies for the
refund of the EST by returning the amount of foreign exchange, the
refund will be provided from the concern bank following the procedures
prescribed by IRD

forex amount

Education Education Equality Tax shall be levied and collected from the privately
Equality Tax owned educational institutions in the fees collected from students as per | 3%
Section 16 schedule-7.
. Health Equality Tax shall be levied and collected from the privately owned
Health Equality e . . -
. health institutions in the service fees collected from the patients as per 3%
Tax Section 17
schedule-8.
As per Schedule-10
= Onimported or locally manufactured bidi Rs 0.30 p/p
* Onimported or locally manufactured cigarette Rs 0.60 p/p
=  On imported or locally manufactured heated tobacco prepared for .
. . . . 10% of price
Health Hazard consumption without burning whether electronically chargeable or
Tax not
" . ) =  On imported or locally manufactured electronic cigarettes or vape | Rs 30 p/p
HHT” Section prepared for consumption without burning whether electronically
20 chargeable or not and whether with nicotine or without nicotine
=  On imported or locally manufactured ready-to-use tobacco, gutkha,
pan masala, mouth freshner, hukka flavor, smoking materials Rs 60 p/Kg
HHT is collected at custom point for imported materials and for locally
manufactured products at the time of removal from factory.
Film FDF shall be levied as per schedule-11 on foreign films to be displayed in
Deve|0pment the cinema hall of Nepal. As per
Fee “FDF” e Incase of foreign films: 15% Shedule-11
Section 21 e In case of foreign films in cabin section: 20%
Person/Entity having license of casino operation shall pay the annual
Casino Royalty | rovalty fee.
Section 22 Normal: Rs 5.5 crore
Use of modern machine/equipment: Rs 3 crore
= DST is levied on income of foreign service provider providing
electronic/ digital service to customer of Nepal and on income
. . earned by non-resident person from selling of data information
Digital Service .
Tax collected from users in Nepal.
=  Exemption: (a) annual transaction not exceeding NPR 3,000,000 and | 2%

“DST” Section
16

(b) sales transaction to business entities registered in Nepal

Person providing electronic/ digital service has to file transaction details
and tax for every fiscal year and pay the taxes as prescribed within 3
months of end of fiscal year.




Heading ‘ Provisions Rate of Tax
For late filing of return, fine applicable 0.10% of
turnover
For late depositing of tax, interest applicable 15% p/a
For hiding/ concealing the transactions, fine applicable 50% of tax
amount

Other special provision of Finance Act, 2083

Heading ‘ Provision

Deduction of
deposits on
National
Reconstruction
Fund

Funds donated/deposited in FY 2082-83 to National Reconstruction Fund managed by
Government of Nepal is deductible to derive the taxable income of FY 2082-83.

Deduction of
trading stock

In case of losses of trading stock in Gen-Z riot which are not covered under the
insurance, such can be deducted as cost of trading stock under Section 15 of Income Tax
Act 2058 and credit of VAT on such amount is allowed under section 17 of VAT Act 2052
provided the person has filed an information as per section 39ka of VAT Act 2052.

Re-establishment
of building,
furniture, plant
and machineries

50% exemption on custom duty and excise duty in the goods imported by the Gen-Z riot
affected industries for re-establishment of buildings, furniture, plant and machineries,
which are verifiable from the insurance surveyor report.

Bank Guarantee
Facilities for
Hydropower
project

Promoters, contractors or hydropower projects obtaining principal approval for capacity
increment can import equipment, machinery and parts by providing a bank guarantee
for applicable custom duties and VAT on the recommendation of Electricity
Development Board.

Such bank guarantee can be released after payment of 1% of applicable import duties
and obtaining exemption of VAT and remaining import duties.

Waiver on Sales
Tax,
Entertainment
Tax, Hotel Tax,
Construction Tax

(1) Due excise duties as per Excise Act 2015 and hotel tax, entertainment tax, sales
tax and construction tax replaced by VAT Act 2052 are fully waived off.

(2) In case of due as per Income Tax Act 2031 of person not having business,
transaction or who has not obtained PAN for business, such tax can be written
off by the concerned office.

Waiver on Luxury
Tax

(1) In case of person not collecting luxury tax on gold and gold ornaments and VAT
applicable on diamond, jewels and related jewelry, luxury tax and VAT amount
are fully waived off. Such person need not file the VAT return.

(2) In case of person not collecting VAT applicable on production and repair of
jewelry, art and artifacts made up of gold and silver, applicable VAT, fine and
penalties are fully waived off. Such person need not file VAT return.

Waiver on VAT of
Paneer

VAT not collected from the sales of Paneer made from Milk earlier is now fully waived
off.

Waiver on VAT
payment

Any taxpayers registered as per VAT Act 2052 have not filed returns till Chaitra 2082 if
files VAT return as prescribed and deposit (a) 100% of applicable VAT amount and (b)
25% of applicable late interest within Poush 2083 then remaining interest, fine and late
penalties will be waived off.

Waiver on Excise
Duty payment

(1) Any taxpayer not registered or registered as per the Excise Act 2058 have not
filed returns, if files return as prescribed and deposit (a) 100% of applicable
Excise amount and (b) 1% of applicable tax amount within Poush 2083 then
the remaining fine and late penalties will be waived off.

(2) Person registered as per Excise Duty Act 2058 and obtaining Excise license, if




Heading ‘ Provision

will be automatically suspended.

has not renewed the license, if wants to renew the license, if renews the
license within Ashwin 2083 by paying fees of FY 2082-83, all the fees of prior
years will be waived off. In case of person not renewing the license, the license

Waiver on

Penalties on

Interest, Fine and

Payment of Taxes

waived off.

Any person who has filed returns as per VAT Act 2052, Income Tax Act 2058 and Excise
Duty Act 2058 and having due amount, if pays (i) 100% of tax amount and (ii) 1% of tax
amount within Poush 2083, then additional interest, fine and penalties will be fully

Value Added Tax Act, 2052
The major changes brought forward by Finance Bill 2083-84 relating to Value Added Tax Act 2052:

Section

Amended Provision

Old Provision (2082-83)

Section 7

Addition of sub clause

7(1Ka): Not withstanding anything mentioned in
the subsection 1 of section 7, Government of
Nepal by notification in Nepal Gazette can
implement multiple VAT rate without exceeding
the rate of 13% and can publish the list of goods
or services where such rates are applicable.

7(1Kha): Not withstanding anything mentioned in
the subsection 1 and 1Ka of section 7, 5% VAT
shall be levied and collected by the person
providing ride sharing services (ride sharing
operator) and by the person providing services of
transport and carriage through the ride sharing
platform operated by the operator.

Definition

No Provision

No Provision

Section 8

Addition of sub clause

8(2Kha): Resident Ride Sharing Service operator
shall collect the applicable VAT from the person
providing transport or carriage services using the
ride sharing platform of operator.

No provision

Section 18

Addition of sub clause

18(4): Taxpayers can amend the return filed
within the prescribed time frame as prescribed by
the department within 7 days of such filing.

No Provision

Section
25Gal

Removed

Hint: Removal of provision of VAT refund of
unadjusted excess amount which were deducted

(1) Taxpayers can adjust the VAT amount
deducted and deposited by Government
and public entities in the supply of goods
and services.




and deposited by the government entities.

(2) Taxpayers can apply for VAT refund in
case such amount is not adjusted in 4
consecutive months.

Section 29

29(1)(Ta): Non compliance of any provision of this
Act shall attract penalty of Rs 10,000 for each

instance

29(1)(Ta): Non compliance of any provision of this
Act shall attract penalty of Rs 1,000 for each
instance

Income Tax Act, 2058
The major changes brought forward by Finance Bill 2083-84 relating to the Income Tax Act 2058:

Section

New/Amended Provisions

Old Provisions 2082-83

2(Khal)

Addition of definition

transaction of person with at
or intangible goods. This shall represent the
other transactions relating to income,
expenditures, assets or liabilities.

2(KhaNa)(4): Reference to Section 33, 33Ka and
33Kha (for related person transaction)

e (ka): Any entity or person or related
entity or related person of related

from such entity

e (kha): Any entity receiving loan from
another entity equivalent to 50% or
more of total assets of that company

e (Ga): Entity having business based on
intellectual property or technical
advantages or business exclusive rights
of another entity or person

required raw materials or goods to
another entity

2(KaBhal): Safe Harbour Rule means provision
of Section 33Ka related to assessing transfer
pricing as fair market price.

2(Khal): International transaction means the
least one
nonresident person for goods, services, finance

entity controlling 30% ownership of
income or capital or voting right of
another company or drawing profit

e (Gha): Any entity providing 90% of

None

None

None

Section 8

8(3)(Nga): Sweat Share received as
remuneration from working in the information
technology industries.

Hint: No need to include such sweat shares

None




amount in the taxable income of natural person.

Addition in the tax exempt entity

10(Jhal): Gain on disposal of land and building
of natural person during free transfer to
Government of Nepal, Provincial Government or
Local Government.

10(Jha2): interest income earned from loan

None

Section 10 investment by the not for profit and fully owned
financial institution of foreign government.
10(Jha3): Drinking water and sanitation
organizations established under Water Resource
Act 2049.
10(Thal): Income earned as per the objective of
university established in Nepal.
11(2Ka): No tax shall be levied in interest income
more than Rs 25,000
Section 11 Hint: Income earned as interest from the deposit ili’nrce(\)/rl:zsol}/ I’:xz\gle(a)sogxempted till interest
in the Laghubitta, Grameen Banks, Postal Banks AR
or Cooperatives operated in rural municipality, is
now fully exempted.
12(2): The maximum ceiling of deduction of 12(2): The maximum ceiling of deduction
donation to exempt entity is lower of Rs 300,000 | of donation to exempt entity is lower of
or 5% of adjusted assessable taxable income. Rs 100,000 or 5% of adjusted assessable
taxable income.
Section 12
12Gha: Deduction upto 1% of taxable income is
allowed to person doing expenditure under its None
corporate social responsibility.
21(2): Person having annual turnover of Rs 20 21(2): Person havmg annual turnover of
. lakh or more is not allowed for deduction for the Rs 20 I?kh ormore s not aIIO\{ve.d for
Section 21 L deduction for the expense paid in cash
expense paid in cash amount of Rs 25,000 or
i amount of Rs 50,000 or more except as
more except as mentioned below. .
mentioned below.
33Ka: Introduction of Special Provision of Safe None
Harbour Rule
Section 33
33Kha: Introduction of agreement on price
fixation in advance None

Section 47Ka

Removed Section 47Ka

Provisions on merger or acquisitions in
Banking and Insurance Companies.

Section 57

Replacement of limitation clause of Section
57(1): Change of control of the entity is not

Change of control of the entity is not
attracted in the case of increase in share




attracted in the cases of;

(i) In case of increase in share capital
of startup venture capital and
private equity fund by issuing fresh
shares keeping equity of prior
shareholders or partners same or

(ii) Involuntary transfer of right to
legal beneficiary of person in case
of demise or

(iii) Change in indirect ownership of

entity due to change in ownership
of its resident parent entity.

capital of startup venture capital and
private equity fund by issuing fresh
shares keeping equity of prior
shareholders or partners same or

88(1)(14): Withholding tax at the rate of 20% on

Earlier covered by generic provision of

Section 88 the service fee or commission to the natural 15%.
resident person as insurance agent

Section Withholding tax at 1.5% on payment of

89(3Ka) Removed more than Rs 50,00,000 through

consumer committee.
Addition of final withholding income
92(1)(Yn1): Gain of resident natural person not
. opting for filing return as per section 95Ka(1)
2

Section 9 and 95Ka(5).
92(1)Yn2): Service fee or commission paid to
insurance agent by resident natural person.
Increase in capital gain tax rate of natural
person on disposal of shares

95(2)(Ka): Capital gain tax on gain on

95(2)(Ka): Capital gain tax on gain on disposal of | disposal of shares of entities listed in
shares of entities listed in SEBON to natural SEBON to natural resident person shall
resident person shall be levied at the rate of be levied at the rate of 5% in case of the
7.5% in case of the ownership is less than 365 ownership is less than 365 days and at
days and at the rate of 10% in case of the the rate of 7.5% in case of the ownership
ownership more than 365 days, in case of more than 365 days, in case of resident
resident entity at the rate of 10% and in case of entity at the rate of 10% and in case of
others at the rate of 25%. others at the rate of 25%.

Section 95

Increase in capital gain tax rate of natural
person on disposal of land and building and
addition of new sub clause

95(5)(Ka): Capital gain tax rate at 7.5% on gain
on disposal of non-business chargeable assets
(Land and Building) in case of the ownership
period is 5 Years or more.

95(5)(Kal): Capital gain tax rate at 2.5% on gain
on involuntary disposal of non-business
chargeable assets (Land and Building)
accordance to the decision of Government of

95(5)(Ka): Capital gain tax rate at 5% on
gain on disposal of non-business
chargeable assets (Land and Building) in
case of the ownership period is 5 Years or
more.

None




Nepal.

95(5)(Kha): Capital gain tax rate at 10% on gain
on disposal of non-business chargeable assets
(Land and Building) in case of the ownership
period is less than 5 Years.

95(5Ka): Not withstanding anything mentioned
in subsection 5, no need to deduct capital gain
tax in case of the voluntary disposal of non-
business chargeable assets (Land and Building)
of resident natural person on free ownership
transfer to Government of Nepal, Provincial
government and local government.

95(Cha): Advance tax at the rate of 1% shall be
collected by the ride sharing operator from the
natural person on the payment of service fee

operating using the platform of such operator.

95(5)(Kha): Capital gain tax rate at 7.5%
on gain on disposal of non-business
chargeable assets (Land and Building) in
case of the ownership period is less than
5 Years.

None

None

Replacement of Subsection 1

97(1): Notwithstanding anything mentioned in
section 96, below mentioned person need to file
income tax return:

(Ka): Any person who is not required to pay tax
mentioned in the section 3 clause Ka for that
Fiscal Year.

Natural person having sole income from
export of services under section 95Ka
subsection 6Kha, 6Ga and 6Gha were
included.

Section 97 (Kha): Any person mentioned in the section 3
clause Ga for that Fiscal Year.
(Ga): Any resident natural person applicable to
section 4(3)
(Gha): Natural person other than sole
proprietors paying tax as per schedule-1 section
1(13).
(Nga): Person prescribed by the department.
) Reassessment of tax from tax officer now
. Reassessment of tax from tax officer now shall L
Section 101 oy . shall be done within 4 years under
be done within 3 years under section 101. .
section 101.
Section 113 Application for refund of excess paid tax amount | Application for refund of excess paid tax
shall be done within 5 Years. amount shall be done within 2 Years.
New slab-based income tax rate for individual Old slab-based income tax rate for
Schedule-1

Section 1 (1)

natural resident person or couple.

Refer to personal tax rate sheet for detailed

individual natural person and couple.




taxation.

Schedule-1
Section 1 (4)

Kha(1): Tax at 7.5% in the gain on disposal of
non-business chargeable assets (land and
building) in case of ownership of 5 Years or
more.

Kha(2): Tax at 10% in the gain on disposal of
non-business chargeable assets (land and
building) in case of ownership less than 5 Years.

Kha(3): For profit derived from the transfer of
interest in entities listed on the Nepal Stock
Exchange, a tax of 7.5% shall be levied on
profits earned from the transfer of interest held
in ownership for more than 365 days, and 10%
shall be levied on profits earned from the
transfer of interest held in ownership for 365
days or less.

Kha(1): Tax at 5% in the gain on disposal
of non-business chargeable assets (land
and building) in case of ownership of 5
Years or more.

Kha(2): Tax at 7.5% in the gain on
disposal of non-business chargeable
assets (land and building) in case of
ownership less than 5 Years.

Kha(3): For profit derived from the
transfer of interest in entities listed on
the Nepal Stock Exchange, a tax of 5%
shall be levied on profits earned from the
transfer of interest held in ownership for
more than 365 days, and 7.5% shall be
levied on profits earned from the transfer
of interest held in ownership for 365 days
or less.

Schedule-1
Section 1
(16Ka)

House insurance deductible is up to Rs 10,000.

House insurance deductible is up to Rs
5,000.

10




