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Updates
Changes brought by
Finance Ordinance, 2081

This quick update on changes brought by recent Finance Ordinance, 2080 is only for easy understanding and
reference of the clients, colleagues and team of RSA. The source of this material is Budget Speech 2081, Finance
Ordinance, 2081. English translation is unofficial.
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Important Provisions of Finance Act, 2081

Heading Provisions ‘ Rate of Tax
Health Hazard =  Onimported or locally manufactured bidi Rs 0.30 p/p
Tax =  Onimported or locally manufactured cigarette Rs 0.60 p/p
“HHT” =  On imported or locally manufactured ready-to-date tobacco, gutkha, Rs 60 p/Kg
pan masala

HHT is collected at custom point for imported materials and for locally

manufactured products at the time of removal from factory.
Education Students going on aboard study EST is applicable on the amount of | 3% of total
Service Tax foreign exchange for education fee remittance forex amount
“EST” Bank and financial institution collect such EST shall deposit within 25 of

the following month or with additional interest of 15% for any delay

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
Infrastructure IDT shall be levied on petrol and diesel and collected at the custom point. | Rs 10 p/Itr
Development
Tax “IDT”
Green Tax Green tax shall be levied and collected at the custom point on import of | Schedule-1

goods as per schedule-1
Road RDT shall be levied and collected at the custom point on import of goods | Schedule-2
Development and at the time of registration for nationally manufactured goods as per
Tax “RDT” schedule-2.
Road RMT shall be levied on Petrol collected at the custom point. Rs 4 p/Itr
Maintenance RMT shall be levied on Diesel collected at the custom point. Rs 2 p/ltr
Tax “RMT”
Film FDF shall be levied as per schedule-3 on foreign films to be displayed in | Schedule-3
Development the cinema hall of Nepal.
Fee “FDF”
Pollution PCT shall be levied on petrol and diesel and collected at the custom point | Rs 1.50 p/Itr
Control Tax
IIPCTII
Telephone TOT shall be levied Rs 500 for new registration of telephone and from the | Rs 500 p/reg

Ownership Tax
IITOTI’

person getting transfer of ownership of telephone line.

In case of mobile telephone, TST shall be levied at 2% of sim card fee and | 59, of
recharge fee. recharge/sim
card fee
TOT shall be deposited to revenue account by entity providing
telecommunication services within 25 days of end of the month.
Telecommunica | TST shall be levied on the service fee of telecommunication service such | 10%

tion Service Tax
IITSTII

as telephone, mobile, internet by the such service provider. However, it is
not applicable for interconnection charge between two licensee and upto
50% of repair maintenance fee of fixed broad band service fee.

Casino Royalty

Person/Entity having license of casino operation shall pay the annual
royalty fee.

Normal: Rs 5 crore
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Heading Provisions ‘ Rate of Tax
Use of modern machine/equipment: Rs 1.5 crore
Social Security SST is applicable on salary income as under
Tax “SST” *  Upto Rs 500,000 income of an individual 1%
=  Upto Rs 600,000 income of a couple 1%
SST is exempt for individual contributing to Pension Fund or Contribution
based social security fund.
Digital Service = DST is levied on income of foreign service provider providing | 2%
Tax electronic/ digital service to customer of Nepal exceeding Rs
“DST” 3,000,000.
Person providing electronic/ digital service has to file transaction details
and tax for every fiscal year
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
Luxury Tax Luxury tax imposed on the purchase price of following goods and services
=  Services of 5 star or above star rated hotel and resort
= Imported liquor 29%
= Jewelry of diamond, pearl, stone studded gold or valuable ornaments
costing above Rs 10 lacs
Following persons are responsible to apply and collect luxury tax
= 5 star or above star rated hotel and resort while providing services
= Imported liquor at custom point at the time of import
= Seller of jewelry costing Rs 10 Lacs or above
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
=  Fine on transaction amount applicable, incase luxury tax is not levied
25%
and collected
Foreign FTT will be imposed on the amount of payment to be made by Nepali | 5%
Tourism Tax tourist going no foreign tour
“FTT” Following persons are responsible to apply and collect FTT
=  Foreign tour operator at the time of sale of tour package
=  Firm or company taking individual person associated/ related with
the firm or company on foreign tour for business promotion purpose
FTT collected must be deposited to tax office within 25™ of the following
month
= Interest applicable for late deposit 15% p/a
=  Fine applicable for the delay period 2.5% p/a
=  Fine on transaction amount applicable, incase FTT is not levied and | °P
collected 25%
Foreign A person licensed to operate foreign employment business must deposit | 1%
Employment foreign employment service tax from the amount collected from the
Service Tax person going on foreign employment.
“FEST” A licensee shall deposit such foreign employment service tax and submit
the details to the tax office within 25 of the following months
0,
Interest applicable for the late deposit 15%
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Other special provision of Finance Act, 2081

Heading

Provision

Waiver on VAT to
International
Airlines

International airlines registered or not are exempt to pay Value Added Tax, applicable
interest and penalties for the period to be collected from 15 Jestha 2080 to Ashwin
2080.

Waiver on VAT on
Carriage &
Transportation

If person involving in business of VAT applicable carriage & transportation from the
period 15 Jestha 2076 to 15 Jestha 2078 has not collected VAT. Waiver of excess VAT,
interest and penalties if 1% of turnover is paid within Mangsir 2081. Applicable to those
taxpayers who are under tax assessment.

Waiver on VAT on
Potato, Onion and
Apple

Waiver on VAT, applicable interest and penalties to the VAT collected or not collected
on potato, onion and apple till 14 Jestha 2081.

Bank Guarantee
Facilities to
Hydropower
project

Promoters, contractors or hydropower project obtaining principal approval for capacity
increment can import equipment, machinery and parts by providing bank guarantee for
applicable custom duties and VAT on 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.
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