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3T YT A ARAHT 3T qfg T G 3ReA | ot et
AAHETH! AAHIH! SERIAT bl EIRT AFFT (Y Uiderd) T sAhrd
AFHT (30 UAeTd) FTRTIET WAL ALMH A ATHIRT R FegcAEH
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T TGS TEh A g, A FAGT Wqd F€l g | HAHe dord
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T 9E/00Y AT T ©.930 Hd G AUH G, IT T Meed IAEAH! 3
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o WGAIE §T YSTOHT qohIA BT UBHAT TOE T T HAM Flao
AFEd T e [HArsT dEad diaey |
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o T ge TR HaEend WA ¥ aRaft A ge e woAr oA
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(Controlled) AETETH TAMT TEN A-q:Y[edh MAAFAS FFHAR TS A=q:3[eh
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Tl TAM HEY S g IR 9 T aerEEe IO A |
DT AN T e o s] T g7 |

(@) S F GEvEE Fep a8 AAEEds a7 BECaEEH gHd

ATIT T FHed T & HEAT B SIGHHT A7 [@eE Je@aw WY 9l
fferg T =i Ao qedureT et i e it
AT THErARE T AredEE qearse saey |

(@) R gFHfdeT FRERH! X TG0 T @ &, F &9, T geeaa &
OeeE®! Wl WHa A Sie o el TEvg | J9d gal gl &3
IRl A TAAA B IHYRTAEED! T o A¥ATIHT AT THAE R
ST TF TU g Afeg | AT BT THYETAEER! ST €A
EREEH! THE TAl TR T4 aibeg |

() T IMETHT G FHAIECH] AT A GAT [FHHT a1 & 96 |

(o

JUYH AT, ALGTT T FIER AT JIOMHT AT TR A9 3rd=gg |
SUHER
HLETAID] Cegd BT GEHINIATD] AHARG ATCHETT T8 CagH HT LT FOleniah!
TATEHIAT AT T4 BIETdred 99T TRl A fo@ror IuR Fees T &1 H
FEAC, I TR T (@90t gqaee | 6 TUE Wbide ~amedT fgd aqeq
AT, THIT T A=ATOHT AT, SURIH oAbl ATIRHT T HEadihl &
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B T H ARGHBT TEHE ATILHAT T T el TH TAH T8 €1

T TS Wb B AR ATEd(ad THEHal /g g afaeg |
T arriiee

AIFT U, 04T

www.ird.gov.np

www.mof.gov.np
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B URIT-THT S=RIT3Y g fafrra

& T T
fawr gam
ISR TavaeaTdeRTuTeRT AT HTqT T GHdTeh! HANT, YSiiohl ST T SHadTdsh]
faeamenT ATRT HETeR SRl GaT | JHETE ATHeRT SIS g G0 | 3T
JTSIFHT TFEIIT J¥ThT M TR FL ATS | 8Lk T hL TR ST
RIS FAGTATehT LT AR T SATIRT FAAT TRt T4 HI=T THIIT T 5 |
T SATHAT AATRERCT TIGITHT TR AT T STRT AT T qedieh I g 9 | L
T STTER ANTNGRhT IS TRTR STTIHT L AR, T T AT T qeTeh JUeied TgH
HRUEE &b TLH L UM L HIRUMT HieAE §& | Il Hier
THaRuTRT @TRT faf=T T TREAiEn T anT T GHWRERIG STEvashal Hegd T
faaeft AmTRERel SATATRAT ST TRehl AT ITSi-eh! Tamiia T T HATIeh! F=AT
TSI IITATS IUHSH TS HTHHT JRTEhT AT TREhT B | JHATS hL TTHFHT
3‘|fd{ﬁ\‘>:‘g’-| SGEL fata (International Exchange of information on tax = EOI) TS |
gEe sfie J&ql AT TEH YGH T HeHiqells Taxpayer Information Exchange
Agreement (TIEA) Y= | T&T GHIASRT shal 3GTELUT Aol (GSUHT & |

o T T S : 4T 9RA &= (DTAA FI ATEAHETC)
o HEAT GEAT &= : OBCD TEU &<
o T T HETEE : OECD T B st

TH ST TR~ ThT T YT T32T favaedTdl H3=T (Global network) 3T
TATOHT T & | I THIAL e HRIGHAT TRERTAT Avigfgane #t et
WW@W—WWW(TwBaw)ﬁW@@@HWW
TR QAT TR AT 1 SATTEHT HHT S |

e SUHETIaT, TR TSTed T
3¢ | TTRGT Q00T “wafore ®Y FEThETTT aifafy: qumee, faew v wafe”




AT TETT

HERRT FISTET LT L T qAT Taiier G Grarl el IRt HIEwT ar
QTATETeTeh! SHRIANERT FEAT AU STETAMHT Seh TSIk T TITe TeaT
M & T Tehl §5 | I9, g8 TLSAa HGTareh! ShRER, 3T qr faiehr
LT AT SAEHGH THehl AT THI-ad ekl el TTHTT TauehT o
W AT fafam T Tgee dffe et fafeeehT wdee Seerd TR SRBTaT TRUshT
§IUS | AT grbiar fguefr qur sgueflsr TomT e uses | fuefe ewear
ST IqUT Tl HTIHHT THUGhT ARRT L Yich qT fawiar SaT ey Trblar
(Double Taxation Avoidance Agreement = DTAA) HT Ej AT fata (Exchange of
information = EOI) T UTEYTT T HTAT Tehl & ¥ Hiaual ULl I TSR]
ATHT G TRBIAT TEhT U578 | T (DTAA) TEI(-d Tehl HHSHTE UTHT T §aT
I T TE AT g7 A FAT Tauiehl TRpiar (TIEA) HEESTE T T
ITHITE THUehICT 3L ST T 31T HITT Sfeati@d el AR feuy 11 |

STt Ro U] BT HEAT OECD TUT JUTHT TEeteh! TVRT HEIT BU ST i
u fafere SeveTe wfud GETeRT HeeT gl ghAT U 3t GETehl faerm ar
TAGTeTeRmT 3 TET F=AT fafweeRl TRbIaT (TIEA) SIGET TR 158, S de
TEET TLEeh! AT SRR T | OECD & AT STNRHATS SATHAT HEHT T
STTEX ISTehT ATHT T IR TRBIAT (TIEA) 3l STNITATS HTth §HT e
del3d U3Zl Global Forum on Transparency and Exchange of Information for Tax
Purposes ATHeh Hod WET Teh! B, STAHT ST 253 el HGEIAT felgdendhl & |
HYH TS STHTRTC STHRAT TRTHGRh! fagurieaa S qer fawdir GemT et avafd
TR Joerd T JTfteh FTHT STHIERT hT TTE-THT qaoT TG Ta- SIa€T Foreign
Account Tax Compliance Act (FATCA) &< TRl & 9 I8 w ATTAT Taesft T
TRTAET T T Tafoiehl TRplar (TIEA) U 76 | - i T=el g=mr
fafoRIenT TEBYAT (TIEA) HT SEATER T 311 3t Ul Il ceehl aTiT STgufd
YGH T GUas | Tohrfeh HTaaTehRl TS Tax treaty of STEl STTRIHT ST TS
STRIRI T TRl TRRIAT (TIEA) & U8 o | qeref g fafTeerent awbrar
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(TIEA) TS GiaQmhRl TLee st g dweiiehl T90T Afcts THharsieh] EIHT T3
T e |

a1 gegwut fafy

goreRT fafr=T Tegesta famaar JRRT &t gt aur faxfier s i anprar
(DTAA) T HTEAHEIE GEOHT AT fafmar e STTHRT aml 3 & | 59
IIHR Ueh Hiagrepil Tl 3Teh! HiaaTehil TLHT ' HIGTATERT HRIAR aT T
JATSIFRT STLHT e AT HAT AT 3Tehi ULl STHAT SIS TTIRRT Tgohl hLETard
GreTfe2rd Gt Iucted TS TRUHT Shaws | gerT aumor fafrers 7f semergar

I YehTHT JTTSRLUT T4 Hiohee |

® HITHN STETTAT Skl fafrwa (Exchange of Information (EOI) on Request)

a9 fafe of=qia 7 U=l TRl TCHT FoAT AR TR SATIRAT HF FAAT 39t
TS | SRR AT & TRl @ TEATs Tl JFSTS T STHRAT AT
FRER a7 h! [ToIHT @R TBES | & TLH TFH AIHRT (Competant
Authority) & T HETAT AT TEHT TEhT STTITSHHT FEI -2 T HohalT
T goTioTd X & T Y3134 S 6 | & ULHT 3= AR I @ Tt
STTIATS T U TaenT STRAT & el TATYhT T faTen! TRAT @ T

WTTO"IB%:T | WWWEOI on request ﬂﬁ'@@' |

o EIfwa ¥ fafaa AT faf =@ (Automated exchange of information (AEOI)

T UM STTURT A qREdd 3Tfeel HETR Gl [agdie qTeameare
FAETAT qdT, T Toawor aTiEar, & T ST 94 T UITEh SreeemT df
qeHTee ATl THIEH o T STEvahdigar JA0T T afh=g | I8t giaamer
TN TR SAfeet HiaeTehrl U Tl Teh! TS Faaield T 1At $9aT Tref-ad
FAETATeR! AT HAHT Tae ™ dee | TElidad &9 AT F6E oIl
ﬁﬁmﬁ‘ ki\‘d'-llch\l HaTda faag (Automatic Exchange Of Information = AEOI)
T | TTSTeRT JITHT TaTierd fafer ¥ afsTell, sTafed, Yual, 7 @iddl, 7 a0

R qT TargaeT Jrfawe |
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7 fafer st AT TEwOT TET afeer SROTHT O A TEET T e SHETarhT
FIETEh! HardieRd Taawur STUaT YRR FEHT UST5-S T FEHT U 7T {Zehl T
TRTE dTed F ShGTAThl SHT Taeqa =T HET AT T <O Swali-ed
SHGTATeh! AT foegd T TFIV0T TS | @€ A FAGTATh! AT Fo-T JEE0T
TTRUERT &8, |l LGRS 3th TRl AT TSTeRT TCHT TEITOT TRUST HT T
ghad e |

HTThT STHT (EOI on request) T ToATiAd &9HT (AEOI)WWWﬁQﬁ
ShTer STAfd faushr HiHTisT & arafeerd shiaTdrehT shRIT, 1T qeiT fofer aTfieret
TTRT LT FEHT AT TFII-HA GTeh! L TRTTEATS ST TS | I&aT =T HIET
AT T SFIYT TTGT g5 A SFhIamT SdTer WU fafaw-aT afsedl stataent
gonH| HIA ] g | T URMEA Skl HehatH r|éT°h{G|(1|Q'1 aQT‘I{q')I h{ rdd{UI, h{
Yaisllc Hltd PIGELEE aT{L‘CHWhI SATTHT TS | AT HS 1S Lrgenl L UMY S
AITETE ITe HUATA R JTHTOTRAT T 9UehT FET HT STh! THT 43137 I8 T Il
T FFI-Ea T SATehdeh] SRTe doT HEATeh! BIT Fied THIUM T 9313
UGS | AT HIHRT ATHT T TTEST HLGTATRT T Aedeh T ATaveh HHANT died
T3T G IMET Alehehl S |

HALET AT

HiaeTenil Tegeele DTAA T STTET TRT TEIT-4d hGTareh! YT STTRHIEH T
e R ufeeiefa TR amaft St Ro U=l @ oo} AT SfRT FHRIETERT
TMO-rATehT 3T T+ it (The End of Banking Secrecy policy) uTita mufs Sfyred
‘ﬂ:m:lT ]Tﬁf@ FIER (Offshore Transaction) &l I TFaferd AT HATGTHYGTT
T4 T URET =T | T89S OECD & HATRAT Ha¥ {EEeHT Automatic Exchange of
Financial Account Information 3¥=aiTd HT¥RT FIAT TANT T THT Common Reporting
System (CRS) TR TR T 202 316 AN T B, ST ST d STBAT AT sleh qeiT
fordiar GeemT @rar wWT W aiaeT SAftheRT TFSITeh! SR &l HeTel
HTANH TSI HIRATERT I TIITHT Y873 T el o1 =ik TS fqwmT o
“wafeme ®Y FEHTRETAT sifaty: wumew, fere 3 Wty TATGT Q00T 3R




arferuehr Tfehiiel aTfier FUaT Arafeerd T i sTfueragey Sl
FIHT YSI3RS | JEL GT Ty TehT ATHT 9 SFafeaa Tehl &L s ar
AR Ff quT i B FRY SREIT (DTAA) 3T 31=1 3 FHeT 3TATT
TauenT IU® | TEAT TTHTT TG AT STHTA ST, HEANTT TR, TSI ATHR
STEAT UcdeT FHAATS WIS GHTCUehT U150 | TEAT YeTes U1 7T+ THehrier T feioT
T WA dTeeh 31 AT &%l GoT TR T a7 3 Herars 9em ™
THEET | JEHT F{F TET TEIhT FIATRT & AN ga | O It FATRT STTIRAT T
ARl Ml T TeimurenT fovgrT e[ Terdqar TuAT T friwor
STRyeRTieT GeT & STRIeRIE |er THTOTeRT §9UT 3th T T I8l AIqar UsT T
NEEEN

OECD T Si&d JUME = (EU) T 9a&T ULee s 9 38R THaiarenT
(Directives) o ThT ST THITTH oI AMWIG L, THR TEL, 3F:Icoh aoT
HTHTTSToh TET 3L ATeehehT 3T hiehl AT THTT-4d TRATs ITced TS A€
! 3@ | EU @97 OECD 7 3fectf@d fEfamehT (Directives) @R 3featfad
FThT TE-HT of TG TehT hL TR Ueh 3Tehl TESTe el LGTATehl AT
ST TRT ‘]\EIQI%{ST (Advance ruling) T SHTIUTT Hfdferta afT 3uciesr TITIT:[ﬁ SYITIT
& | CRS ST=0A 3UcAed G FoTeh! SATANTh T g3 TS T AT FEHT SETTh
UEAT DTAA AT €T TR a7 HATdich SHRaRT T 97 FT AEHAEH T 3T
9 & | OECD &I JHIgeHT i Tl FEaliad geHT JUTell (Automatic
Exchange of Information) IR STHeRRT fa @%W YJET TI'F(QEhlf 3 |

AUTART AT

TqTART ST U Roke & AUTAT TNTIGhehT deieTeh SATIHT Ui o AT SFeTEeT
TGRT & | TS TTehT T 93 (%) T TILHRIT ST=Td @UE (%) UT IRl e gith
T T ot @t T 7 oy 3ot © v @ug (@) AT T qTiacaeh! SHRiT-==-AT
IREI T YT TERIAT UeT T+ TamT ST-aiifes Trpldr T+ e STaeT 3ol
@ TNUhIeT ATl ATeeh! SREd TTeeh! TCHT TRETE TEHTqHT TrbidT T iar
] ST Grafeerd g fafqmr wae Srer gar e |
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Tt ARTHGReT JSfeTeh AIdeTe TehT STRISATSHeRT AT U T+ STerer T 3§ qiT
T qAT HEATET g TRBIAT TR STHHRT THUATT TuTelel STty Trg=T T
eh DTAA =ria Gleameil Teeee orTenl ATGHIGH IMRAT B HTEhT
ST TRT ANEws, STH STTHR 9IS T Fd SRS Telarehl TRbIdTeh! 9T R, dTeT
T IT3ATUE SRR erehT TFBIATehT 8T RS, FUTA T USTIAT(-Ieh THTSTETET T
scienTelerehl TRPBIATeRT &R RS, JUTA T A HIEHS =l TFhIdaTehl 1T €,
AT T OIS SRR WAl ORT 4, JUTd T AT T
qTfeREdTeleehl TFbBIdTeRT 8RT W, YT T STHaTeT T T Ieierehl EFpIdreh! eRT
RS, AUTA T UGS hINATS Rl FFBIATshl 9T RS, ST T hdR TSI <eh]
RBIAERT ORI RE, AT T MUTd- WAs <eh! SRhIaTshl R0 R T SAARC
T EEe o TP~ TEBIATeRT 9T & AT 3t TR 3caid & |

Taf=T TeEEET Grd~T FRbIarenT Sfeaiiad IRIGEHT S UaTaet! S THIdTaiT
Heloh! AR W HITGThRT TeehT eI ITTehiigeel TRbIdTel THShT hTHT Eal e
B TR R T T TR TR T el ST ar Sl Ha=Ior T
ST FoHT ATGHIGH T+ TS 9 3caid & | &l YEHTelTs B hIgaTe
U AT TE M qfe e 9 dt arerr & gie qur faxflr s frer
FEBIAT (DTAA) HT 3oeil@ & | T AATATS TRBIATETE THTCUHT hig@enl MR,
Heha, ST, SRS aT dedrar-e TRIAETET Hriieed TTerd aT JeTHieh
ToRTIE® AHEHTS Tehe T T cI&dl oFith o HehTdel HI &l GATSIoRT ATHT |
AT GEHT FAT TS A SERIehT eI 3oei@ TRl 4@ | @ JdTelel DTAA
U~ TehT df T ATk =T TLAT 4Tl ATTE-aT SAfthel TRehl 3T ITSIATS
ITRT T I STFER SISO T AUTeAdT L TalehT & a7 &9 9= HT Jh T
e dq dq TR AL URITEHET FEHT AEHIESH Gnbiar (TIEA) TRehl

RRREET

T T TLATS ThT TRET FoAT AREAEH TRbIar (TIEA) & ATE9Ishar
AT TET §S SIAeeT T STal e TZehl ARG 3T IRETUHT ST ST ar

STEd IAETE TSN Tae | UTTHT HTieieh faehedT, gaT sifiehehl T, ASIGL
“Tafogd BT FEHTHATAT ifvaty: gumew, faem 3 afg” THIST 00T %2




T GSh! AT e, STIE e AN (Doing Business Cost) S@r,
Teh GYTeh AT JT=ANGh §raehl TITE @I 31T HIqUT SHRUTeT SHIqUT JUTell Geiehl
I FarRlier el aHdr =T LA I T TETURT HU AT THTETHT
G IS | TG0 ATt ARTHGReTE faeemT T eRTHTT TR ot SUHT s
TOAT Joavareet gaaT fafqeeerr @it df Teged T TIEA T{ud STawehdl o+
9 | T, H 90 TLET TIEA THERT AT T JEaaiien! @l 96 ¥+ TIEA
v AR ST FEAT Taf et AThT STawre e, wrifard T fHart
gfedehl HRIRRT HIT TATHT T FETe T T4 &6 |

FTTeh TSTEd TRl 3Tfcieh! ShaTAT FAT JUTEeh! ST gal Jeehl THT o
S YT e SEdl @R ardie OECD &I CRS UTEAET qTaTee g T-u=
AT 97 el IR T STTEAT I HARTEFS | AT YOS eh] STqa-ae
TS Shid AT TS W= U AT STE-aT Sfehel faaET TR SFER T IR
HIUTHT AT U §-5 T HUHT T TGS | ST=IT SUTeTHT AT HUTTefieh! faehe T
HaTHT T ST T AMEHETE HUTe Fo-T UTed T 31T TLATS  JorTcHeh
AT T g ST | O Shiaud Uiy Tiqargarent [aSeenT aTvaT-hl fedraeTe
eaT T ATVRT STIcaehT feaTaet SIT-aa=HT SITu aTeadl 58 |

i faxflr Geermeeel SHRAT SRIHITAHT SATEAT TS TEEEATs TR HRISTCHT
AT T fateer JuTedt (AEOI) STaerra T IREdeh STHT FeT iy T
Sire & oTershl © | TeaTs STTRie T UTfatush Terar e T STReRisr e
ST R0 THEHT O T ST R0 WS TMUd OECD & STT%AT de 988 AT &L
et TETad geET fam gureft (AEOI) &1 SRiTaa-ars ST-ard Tehl gaT
STt R0 TYEHT LA T TLATS SAFTHT famr etk Tem™ar e TeT (AEO])

T FHRTAITATS Ui TIST GATdeh! THT TAHe el TRITEHT S1Ews |

OECD & STTHAT Ha& AT STTet i o Tra-eil geT faf-merent qurelt (AEOI)
T HRA-AICATS TIT6 AT T TS Global forum on transparency and exchange
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of information for tax purposes -[Heh Hod USI T e T9T Hewar faer e
fa-ged T Common Reporting System (CRS) I JAHARIAT Tehl %l Ty Jeoi@
TRETRTRT B, STHAT ST g feHdT T RA aRId 253 el Hawrd]
fauar &1 | A g "o U=l uft oY femmr SMEAT fement T oo
TATHT TTYhER TEHTR AT AT TS T G919 J@l13¢ o U Hived & | gl
TR STTWaeTTS 2aT hidue T Fifd T FrRieHee JATHT STETIhAaTh! STERAT
AN TGhT UTS=S W Shiquel 1T i TT FRIHHEE STqUEeteh! qaTaHT AN TEhT
G | A IQNTR TSIRAT UTel AN gl JosT qul Srqeem aem
QU] JHTden! d@al &l { fotar g eiels ea=ET @l Sdieiel 91
Jfeeiei@  JFaN gHiaa gq fedlioel hE=@enl AT qail TaEIm™T &g
ST 1T |
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3P YRITHT R, IR PIegad RedId! IR
qHlemHe feuoft

dw A0S A
2.8y

AT WD ST WEReH! HHE T ARl G Uigedd] WA L A HIEH!
T 3% ==t wEEH vy | fafie aeqeedt uREHT I e A Wi
AT GATTHT B a1 WIHTIHT [FTIAT B a1 ATl &AW 39 FL AR,
HIgHT T G{G'Si MUHT TS5 | QR Code BT Megad A Quick Response Code
FATq el widarear fe W&l 935 | QR Code 1 WANT SUA@IUH SITHT HIA
T SARKIT SATH TH gL TMHT & | T8 TGAT AqAHT Ao FEMETHT
TART TIRTHT QR Code Th FEIHLH! [AAT T&T AR Joold T4 QISUHT G |

FATIH frg®mr 99 9] ] Y AT AU HIIA “DENSO WAVE” ( SIATETERT Subsidiary
Company) 1 QR Code System I S[&ATd THI Werg | AT HFAAICT ATH
IR GA GIUT qAT Parts A df¢ Wwal dig RIS ANBTT (Accurate way to
Trade) ICUET WHHAT IS F@TIT AT YOI WARTHT “ATTT & | &« R00R
[T Ueell Y& STATTAT AIETSd HITHT QR Code T WART TNUHT T |

R. FIAR.DIS P 1 ? FIR.DPIS T IR HISHT S BID B ?
FLARXHE T IR HIAT & o fedigedr 3f@q a6 g8 0 w3 g

hnN [ an NN o
BAR CODE Ea) U3CT IHhHT TIHT QR Code g Tedd MY |

> ARFIE T ARANHI G qediH T8 (Store) T GFg | IFT T3l
oo A mﬁr\mﬁaw deT (Top to Down ) HIA Read G RECH

> FLAR DS &l TRATNHT T T8 (Store) TH aFg | AIISE a
(Top to Button ) ¥ SfATE AT (Right to Left) GHA Read M 9ag | &,
AR FIET Y000 T GFAHT AEREE U ( store) T A |

> RLANERE T3 YHIHAT 39T g |

@I, STT=ARe T T

¥y | TATREHT Q09T “Fafom® & TENTRIATAT shaty: gvmem, faem ¥ @ty




. Static QR Code: T8 YHRDT QR Code T Ui T §reg [ RAdH AN

4.

E%_'{, T E@ﬁﬁ (Permanent)gf_iz” | TGHT TIANT G email address,
WIFI Password, Social Media 8% FR% Facebook, YouTube, Instagram ATETHT gﬁ
T |

Dynamic QR Codes : d9 W QR Code °lg d9d T ﬂﬁﬁ, TIMIT T+
i, Real-Time TEATF IU=Y g gar Maelier FHla®! g7g |

3. I[P URMRITHT R, 3R PIegad WIDhId! J[eard

>

Ao AN FEqEe @Y T AL FASHT Aok [£eH M3 B
TS A0S § | T AGgH JI7 TR MgaAe g9d Heg=oi T
HRA T q&JATs FHAFAT (Control ) FEIHT TIHT [TUHI FeawHT Tl
SIRIA =IHFEHT q9 JATHEE T HHA LA BEAE REHIH FAN
qfefeetl ISTeX 21 |

TEAIIH T A BEH] @A aiffd af 2065 ,/00% & AT FTH
AESHE THHN ahedsh! 487 4. ¥&& A (M R0Lz/03/9% W)
"FAed REHH! TART &1 FL AP TR T A B qEATg ATANE
T FOIRTHT TEierd. TUelTdT AN T Yoy [fegag " 9 Jood
g

A WEHdls ST T ATARE T bRl Aiida a9 305,/0061
HT AMME B ASAAT GHEL T BRI 961 08 TEHH g | a9
T AAed AN Fel AASHAT b edel e wL AT DE TH
ETT JART T GEsl g g aIHl A A TRSUH! T |

Al ALATTH] F(daaT THAHT ATARAT THEDH] TAAT 060 HE0 IR/ F,
AR BISAH ReHLD! AN T e MRUH § |

¥. JATIND oI [AUNTS dibd] YAdq ATUGUS

AT Tored BTl qeafeed ST Seeesh! id qeld " L e, e
TASTHHT T JHT TR Rl AL BIEI® BT TR T JUITCAD] ATRI
“IATH TIHT ST STHISHET Specification BT I T Abab! g | FASHHT WS,

“afere ®Y TR sifaly: gumew, faem T sty THTIRET Q00| ¥4



JcqET YU (Production Line) b1 T&AT, JcUTEd URHT, AITHIATHT AedT
EREIS a2 faftte weareT e WUHT Scanner ATALIH U4 g |

o o
Sledler (vl [EEIRE| QR Code Scanner visl1 ™ JI MUHT ~JAdH HEITE |

Scanner Type : Laser

Type : Handheld QR Code Scanner/Table Type
Connectivity Type : Wired/Wireless

Scan Technology . Laser

Decoding Capability : 1D/2D

Additional Capability

® Scanner must be able to scan QR Code of dimension 9 by 9 mm smoothly

® QR Code Scanner Should be Compatible with the Factory System Developed by IRD.
® Scanner Should Support high speed scanning

® Scanner Should maintain data consistency

Desktop Computer/Server : (Should not be used for other purpose)

RAM : 16 GB DDR4

PROCESSOR : i7 10* Gen or higher

STORAGE : 512 GB SSD or higher
0S : Windows 10 or equivalent

NETWORK :
25 Mbps Dedicated or higher

Y- Automatic dIT Advance Technology dTC HleTd¥d JcUla T HASTHT BRHT
MASH ATed Bl Bl g |

. PTIGATR] AT

o HNH Uoed [aWRTHI FoT WAld eM@Ee QR Code oI I, A=aq:3[vd
M Verify T TEHHT FATZ T GIAT@ETATG IUASH TRIUYT TEHAT
QR Codemm |
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foTehTer FRTIATHT ST G2eh! Gl Ueh Teeh UTed TR QT [HehTIe%al Ueeh Ueeh
aret ToeTs teaar faT g fa T | Feer mat wifeem ura g faee
FERIATHT Ui e TORTeTs HTataT fa s g O STaweiTen! TasiT g1 ST |
Teaefier TrraT anptamET Ferft JE Tad TS Tt fag ue starwer fastr
g | I HEaT TITeRTIGTeRT ATHT U TrpblareR! WiaT T aH faudid afv g9 |
3 ARBIATel e YUTEldTs SR Td SErRdaT IiEmed g o favadr Sire
fez | et fawia U Uk FX geehl W T JeRdT SRbidr Tasus
AFATS TATIATR T ITq TR AT STTogeh @ Tehl TISUhT & |

3¢ A fa=em g v

L T HES[d UST GodTeeh! Hecaqol Ad &l | Jafeld RIHeTgar ams T ST
I TR AT AR AR Hhary ety g faT areehl ga T faT uf
€37 | TEd T et Qe TEaT STEm =aer T faeqeicas &fuammT Ui UeT 339 |
JEAT AR AT TwaTehetomT faae T fasid fess v ar=ar @l S |

foehTE TETIATHT FoaTieTd THRITSIHT ShIIT-aeh! ATHT M- T 3t Te3[el g2 GaemmT
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ST WUShT THTOT ATHIfiEe TR SreTeAT farshl TTiuehT gfe 9 T ferior s,
T FEHI GITUMT TR WUHT HEST FaRT AT GEIANT HUHT HATEe
UZH-UH ST TR IS | IITETEhT TIHT HETCIET TETeh shiarenl wo 3
it UfderaTaT ST T STriden] J&S[eh! STRINRT QT 22.2 HT “Slafereh
FERIATHT ST g STRISHTET faioT ShRiehl ST TEbIaET STl YuaHihsr
ST T 10T STl T SURT0THT SUTeT SXaheh! FHUTeTe TR Heg[e, &L Joh
ge TagT Towmegar a1 9y &, 3 3 ¥t S ¢3 AW Ge f&3ul & | I
I STT g AT/ SURIUTHT AR TS G2 ThTeh! MeTE TE@ehl & | T
[T G2 U T ARSI T T IcATiad a&qehl ARTaHT I SHTSST THEhT
&7 | FAT TR T AETieerd STRISHET § 3TN HT THURT STJTHT TRETE
AIeRTTERT STAITIAR ST HURT AT T STITHT T4 THEHRT el §] 16s”
I 3ool@ WUSE a9 Te™IamMT Ssdrield STRISHMET Y& TRl T Geohl
AR TaooMT STW(RT ITU=T WURI ARGl Weh Fhadehl Yfddedd
FHIATTh S |

ekt T TaehTe TR Heatiad UREISHT hT-RenT SATHT STavTeh 9= a%]
F HEYA G2 GlauTeh! HRURT TAMT IcqET Wl @A a&] &l 94 gar
STRITSIHTEE T 3cdTE-shT IUANT TH Sogeh QNdQ, THehT YcdeT TTaeT ST
3qTEH TecdTied dud g TRl & |

34 AT T 9 WA FOAIUTRT Aferewiate afsad 6o -
ST ST HoaTietd STTeieh TRATRATIHT ShTgAeHITSIT TRIUT TR ST T
U3 FH T TN JeAsheh! AATHT HEcdqul HIHS | O TaehTel SRTRIamT Yai i
L GeareHT Yl 3t Gl UETeHdTe ST STTSi T4 St qeiT HeTen!
ST FHULIT T SATIRREATE Fhoad U STTEAT Tl § | G [Hehreee 3Tth
BT TT&T Withholding Agent 3T &THT T el T aTTIcAETE THT STHATS STTET
T don’t ask, don’t tell T Fifq TMEdIT TR TS |

¥ U FIETATT T3S STRMT g Q9T L T TG I LT 316« o Qe
FIh TRBIAT GH THURT &5 | T fghe GE—amT JeH TR T geanl
STITITA TEAT TRBIATERT TTTEIE%ATS Tie ST TRehl UTSa |
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3.8 UV qEECHhT WG TR T

foehTEr AR UG T T Peohl JIaaT STwaiid THATSHMT SRR hHaRIge
GlE T ITHT TEG TAT TaTehT STRATT qAT TR BRIGHT falehl T ge ai ae
T ARIAT TRUST 75 | I%aT Giaamen! GEAANT TR TS ShRd HHaReed
ST T TRITSTeRT ATHT 3ol S T[T WUGhT SI&q T HaTeh! STTITT qT @RIg T
T SSTRAT fasht EHT 7T GFITEAT 675 | 3T TRTTEel T TaSHT ST T
TRTCHT T i e g7 T |

3.9 FY GIH! AT Jefawar T TR AW

FRITET et Grpiaren! TRERIAT T SeTi-ehar gHfead ™ a3 T deeh!
faerent fafaer @uesr amr 20 AR UIH TR ULeeel T @iver grfidres
AR 9 (Central repository) T TIHT Al T+ SAEAT Tl & | AT faehmr
gerar faq e faartaamr 1 a&ar feuef arblaee 968 TReeare TheH
T TRERT UTEaT | TGN Tl TeeT el TR JRdT Hirer TrbIaresdT TRErerdr T
JeTeRdTeRT T9 33 Teh! T3-S | TRUTHEERT J&dT TFhIamT Tha T geshl

JISTHTTHT AGHTT FIEX THT FTISURT © |

¥, [T AT FT GaarEedl ANTHT FEfE

el T quTenT farT TahTaeR @it STT=aieh TsTeashl TaTT | STUTER JIi-g | a¥
ToeRTe TETIATHT e TR T Geoh! TasieT TRRIaT UTed T+ Q3Tehl JT=AHEh T
R GTERT |G SIS HITY Tawetsor TRuehT & | faehrd FemeamT . geml
FHRUTE & hid ATANeh TS TSTHT TN TRl S T THEIE & hid [denTd
TETIAT TNETCIHT 9T 3UcIse UTed WUeh! & A~ fawreht e faveisor i ifama
TSUINUT SheTe YT USRI Ui & | J& sl 3TUied GaT IV, Organisation for
Economic Cooperation and Development, OECD, HJth {1 §, fava sfoh ST a1g
TehToE%eh! TTh UATAHT fHT0T TTRWET Platform for Collaboration on Tax (PCT) &
forehTe TRTIATHT L e fa- Taferd TRraarenT TSR JARTaretieh T OTiasie T gypa
T wfdagar Sk Tehl & | FAH TICIEIHT faentd TeTEar =TT A7 Sfdesan
TEFTcHe OTTTeeTeh fawer af &1 | foehrer aemammT st geararedt fammr At
FRIfEeT TTgaR g7 999
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¥.9 OECD Development Assistant Committee, (DAC) / (PCT) T
HH TF! 0% :

forehTer TETIATHT SR e e Tt T Sershet T T sk TehTe STYRT Hogeh! &9HT
OECD /DAC & 3T TUe | STTHAT HeET TLee Te dhal (Sl 79 { 4aee ) of
TedT fashe TERAmET Wiessh TIAT & Fehl GiadT AN T4 Flddgar =T
TRl EaT AT HeRT UL { g2 giadT OmT T4 9a& Teeiehl STqash!
ATET-UETT T GThT TSRy frehTer TR Homren! §UHT Mook of o1 T T | I8
T PCT & Ui 3 Tas=mT TR TR % THHeheh! §aT o Homdel Ush STTTEHT
THOR STV STEH-USH T AT €T SHT3ET THT §H JiEws |

¥.R T e g1 hHa® aFvhidl @Ueh (g @uare T T
N di-e TRBIATRT TRGRTAT T SeTiehdT Gifed T T a6 Tgees
TERAT AEH-USH TaadT 98T STl §h T de faerent fafaer @uear
YT 203 ITTHR Tdeh TGeT ULl T4 di-e grfidree &4 §ue (Central
Repository) T EHT AT U T ZaET Lol & T Tt T HESTE Al TUGhT ]
ARDIATEE TR TR a6 LTS sl g 1ag U | 8T §T GenHT &l hHdeh
TR TR T Feara-dl TTaYTeh! T8 TRetsd SMehHT Theddl 315
TETIAT TTEhTIET Ui agT i |

¥.3 T MR T TEman aFshiaral TR T

aTq TTeRrIE®e TRIdT e T+ faeTfaetrdT = afeSHT Sehtarent qrelsidmehr arf
International Aid Transparency Initiatives, (IATT) hd  OdSiieh T TEeT
TLEEATS HesT g Taqued | A g HehnT ITRISHT HrplardT aumasT o gears-et
TETRT THGIRIAT T ToheTdT Sh1aH T Tl Gkl AT HaTar STaehTiar Ui aeT
e |

¥.¥ T T FEAE Ty T wEAg A9 (don’t ask and don’t
tell) 1 FTAAT 37 T I :

FETIAT TN GREATSHT ShrIi-a-ehl faefaetT™T TR T @i el fadu
I L ST ool AT B T ! HHE ST a1 o) fagAT fado ¥
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e[ TRTIAIT JFUT 3R HES[eTat TS i USRI gaT IRATSHT Ty STHIhIh]
efearer &t faduet g | JaT T el TN T EleHT Tl g, 31w
fordienr iR aTqierens fhal ST T a=ar fargar faduet ot weyrer ot
FATAIETe O WE quT ar 3ifeier (2 fawia) HIS Hes[el fols dfehl hi Hesldl g
fe TRT & | SIS HTh! WTEhT FHRUT TIRSHT AN e g 9= aTq Tehrreh
YIS Wohl © | &l L Hesld HhNeh! qadisad hISHT ai@al 9§ J7: aoie
JUTTCHee @ g4 g3 Terdl TVaeiial 3Tvh a&f dd g W fawemr arg
THeRTIEE TR T HaaRiiel §F 0 afes | I8 TR TSI A T—==eh! ATHT S
fmfor o, OmSierdT, RN FHAREE U T AT, TUmst e T
IITEIq T T&T ATaHT L el TR IThEelT THIGUAT T Tmfor e,
TOiETAT T FUeRiee & fad Sriacere g ga | STaRRHT &g Herrreeshr
“don’t ask and don’t tell” & =fifaer TaT fagu- X aTfaca aTe it ITURT & |
F T FHETATel U3¢ STRMT g5 SR TR Tay THIE 9= 3exel  Ta8 TLes
ST QIERT T Jich T Taiar Sat e TRbIaT TRehT §-6 | ST&al -uTetel Ui &Td
g 2% GehetdT I ARBIAT THEsheT © | IET TRBIAGHT THTEHRT
FRIT-aAeRT ATHT a1 eheeel “don’t ask and don’t tell” Fifq Tfeda) T
T Tt FEOHT, TUESiETar T RHAREedTs T YTkl faatT gri-ad
TRITEAATS 165 T Il TITIhRT HIRI-EIHT TEANT A8 U6 | Tal JTHT
HETCIET WRIeehdTe TaRTTTd We3T aTfien Ufada-ehl 7ol HeTe STiidehl o&s[en]
STRIERT GHT WR HT AU T TEAThT FHANIRT L - STR-HT U, 04e Hl
THT 20 () AT AUTA TR T i Taesll T aT STauiied Hereement sfiemT JuH]
Tguefter a1 aguefla afr a7 ThIamT Seoia TUaHITSTT T Geoh! Giaar TR
T L G2 B 1G-S | U TRHEHT 3 hgeRl 2% I TR0 TWTETE I
Ggh TCHHhT FHeAah HHARIERH 3T FUART TAT WHRIRTATs FL G §T
G | STaifes HErTTehT T U=y qT TRHITETATATS o 3 STRIT TH
T 20 AR R0%0 HT ULHEHR! QT ATqHTIels TH=) TR
3@ | AUTEHT TEohT TEAT ST HHETTRT FgATash GiadT T T sTaeheh]
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BT T | L TNEATeh! TaaoT ST-Teh ToTed T TRAT 064 |SIRe AT HET
TRERTHT UTW WU =T STEdT el 33 o%s] A28 G5 |

3T TEAT SAUNCHEATEEA  HeATdeh GiaeT U T SATeehehl YThHT T €T T
gTiEaTeRl faawor &t yemee gme fafna e sridwpiaer o mET &t

fagu Tiorca UshT HIGTATeRT T TIITHT T8N JH SiEs |

¥y T e e daw s

foehTe FRAT IS HT TRbAITe J&H Tehl &L G2 A, TRIHHS AT
ekl TR, FerdT fo feeremet graidr STeM-Ta el T arehl 31f T ufs
g TR et darg i U8 | 3% SA%eHT 1q RIS MUl Teridr
Tt ThHHeeh TRbIdT, TRITSHT GRvbIdreh! sRUT & hiq 3T o
G AT 7 JHSTE Hid TRHIh ANTT THGET 9T T THSTE GHT T T T FHT
TG AT T & T WA ¢ T AUy Aiqagaresen! hiai-aehl TaeT

FEAT G 7 STET qoehT Tt 33 TG I8 |
¥.% T eqedr T

ey fame ggrar afEmed ifdRovs AR fasm gemaERl wia T
afEmer i | At ifaeer v () faferer gwr <. ¢ a7 “stauiiea foamm armEdrnT
Y AHTEAATE Tad SRSl AT ITART TRA &7 = STaIisiehl |1er
“ETHTIET: TaehTe TERIATETId UTed TRl THETAHT 3 g2 UaH T &7 9=
3ol T U SfES | A1 SAaEIT U R g Taudehl SHIT W g AEe

HETIATHT HI & Hishl g T |

¥.9 HOTh T HEATE qUTE MRTHT TLHEA g TEAT FERIAET Fi
TEFErl ANEEA FEleaad T

foehTE HETIAMT hT Peohl TauIWT T8 qd 33 HURT del Taualrs arare T 3¢,
Yq@' Fl'ﬂ"f‘ﬁ LA HerehT Committee of Experts on International Cooperation in the Tax Matters
T Jed SAhA ITATd dAR THIUhT TLhRe g Taehre TerIdT T e
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TRTIAT TRBITHT T FTER fas@enT AFTEI (032 (United Nations Guidelines on the

Tax Treatment of Government-to-Government Aid Project -2021) HAJHI alq IEEIRRSH
HERAT TRBIAT T T TERIAT IHEme T |

4. e

AN TThT TERAT ATl ThRATS [T~ &r=ehl farehrer qem fmforent @rfiT
Tguefi T, aguafier aum el G T o1 favaeardt shivare ured g faf™r (Finan-
cial), TTTSITa (Technical ) T ST (Commodity) FRTIAT HFYFB T | TEAT TEIATERT TR
T SATRIRTIEREIHT ST favag Ufe ¥ TUHT | "UTelel STTTIhTNEReTHT Haderd
T 2/UR TG DI WA ST TaehTd TERar U T g% bl aiaes | Tl
HETIAT TR TN faehTeeRl SATHT STTaeeh T, ST T Aidehl At I 7T RETer

TS | A g MehEeenThd IRETe g Tl {9kt TErdTr ThH T Thi-Ieh]

FHT TRINT 7T §a T T SIS 91 ga 9T HT=IaT IR 3fe 3 & TTUahT 3fes |

ToerTer FRRIATaTI URETe g Tl T SJTBIHTehT SATHT JRINT WUAT 3Ucisel T
etient IRETOT T2, S SIMT T FE GlaT UTed g diel SIHT TETdr T ool
a1q Teprree URa g4 T faehi TeRIaTeh! WTitaehl SATERAT TSTd Hehald S g1
g Y STEAT doh {gehT & | STehiath TET TETRIAT WhHIT L G §J g U= doheh]
HI-ET &1 HehrIetel U STERT a¥ STTERHAT ek T, L gool TLhIEhT L
AT AT RETe afead g ST TUref STl ol & |

T T e T Hoae 77 ATuehT T 030 THHHT f&TT faehTe @& (Sustainable
Development Goals, SDG) grftdeht SATHT TavedT STa I °C an&%f'{FaE:r 3:@'&5!')&[ Sl
G T STEIT ol & | 3 TTHIehT AT TaehTel HETEarandq 9Ted g oh AT
AT g §aT TRTIAT UTd 7T q3Tehl TR ST Haiehl GRAT T &HdT J&l3g
U SATSTh! SATITIHhAT WUehT & | JFehT ATHT 31q THehmeesa g1 HHdsh anpidr
HIh U el TR T, TRTIAT TFBIATeRl TehTe T, 31q HerrIel “FHiers T4l
o T HAATS T T HIRALAT 3T 7T, a1 THhERT e darg 7, i saear
I TEI TS | THRT 9T gH T ggame SIS TTHUshRT financing sustainable
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development and developing sustainable finance TaS3h EHET TETT HJewT
sl Addis Ababa Action Agenda,(AAAA) HaTd ditehlel Ut T a1
TehTaIE%et UG T TaehTe TRTIdT ST FerdT UTed T4 J3Teh! 3T JUTTeiehl TER
T L T SHAT J1g T htehl ST Tod T Sfdagar o3 e & | 8 T
Heeh! Committee of Experts on International Cooperation in the Tax Matters 1<
TIR UTNURT ThREE g faehe Serdr IiaTeareel Tamar SRpamT i
e fauTent TTiesi (03¢ HETEITAT TR D HIET AT a3i=enT ITefiaT &
e gam 7, 31q feRrREEHT TEEar TREAT T T HERET TR T STeeh]
FRITEIT & U6 | TAT AT farr faehmer oy uiftehl ST=aiieh oAid famr T vuar
GicrhT &A1 Wfqera wE foehrer FRTIATeh! ohH UNYTheh! HId &I9T T8
el

geed TN

T Tkt T Ti=Tel Hifd, 0%

Briefing Note, The Taxation of Foreign Aid, Published by African Tax Administration
Forum

AR T&Teh shiieddenl 1S 3ff T we 3 J1fer yfdeeT

United Nations Guidelines on the Tax Treatment of Government-to-Government Aid
Project -2021_

Tax in Development: Towards a Strategic Aid Approach, ICTD working paper 77

AT ToTEd famTent arfier gfdeed Roww
TR fomTent arfier YfdeeT 200 T Row6e

Charter of the United Nations

ITRIF I 09/ R T TSE ThHA
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A 0T AEsdh ([od Sqaedaah Aecaqui 96T 8l | AW ANRKEHH agal
AELIHAT T AUEAAs TFagd T @bl Ao T Jqed ATANE A
F i Tkl arefaeasl Wi T fyamend e fEer v wdy | weeiE wworn
Wdwageh &A1 g IRETeene o) WX IJTART g, S TiEariar

AT [WEHFI Fq soaedmT w5 Ay Fieweesd! B0 g M4 |

TAS TEAT AAEH T SIETe AT T @ Al A-=qa It T 59
AR+ WA FITS TS THT e | el A a1 3095 | 9% 3R
T SIS HTeT IRt SN ATwdieb q9T sSTel Hid qers- JeaTd Tl Hyar ai
QIS 0T T FrEwe qer Hfavra sueeart RarEer a9 afF aiegar
BTt TN E bl T | ~UTeTeh! AGAT GrTeTel TeaTad e Hiicidh &b B2
T FABT BT S T Add qRcaged! qaeddT /g g0y qei
YUTEAIHT A BHAIATHT AR G qraolied 0T WAHT (FHRar age Ty
AT 5 |

TaoI® HUTH! T STRIT:

TRl ZET ST (R09%-R03R) 3R Al qur A1 H0 o 5/ T
g | A A IS UA, 1098 WY TR IH AMAF a9 2095 1 9% B
ToIE RT ATANE AT AT K0T ISTeUH! (97 | 9 g FaHd €99 =er
Toie TRUMRT @ AR TTAT AEWHH FVATE ScH FHET T FaTde

31|Q$.| éi@'ﬁl
Mol U FaeqaT HIATdl IHed Wbl Alde a9 2006 | 05 &l

A AfdaGTH AT THRHT STATFHBI Hl R 3MUA €. 18 Td 30 375
[T 3w | TG WY AT=dReb HUH A G G X A Wl G WA AL
X 3T1Ehd, IAT FXGTAT HIIITY
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RUD] AY & G ¥ A WHl G| T Meed IcIEA (GDP) T FHeT 0T FTRIca
AN ¥0.93% THT df@wg | AT AU ATMAH o 2099 18R AT HRA %
A Eh! 94T |

UfS el Th SHHT JTdSi=P HUMD! YdTg ¥ fa- diel BT (3. 3[dH)
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REIAICR
0033
Q003 LY
0¥ |3
Q013 |bE
Q008 |bl
Q0L b

Q0o |l?

Gra: A @i, 3066 | v, A FeAd

TCH QT UFH IUHD] ALAFAC el Il TRICTHT drasied FIH Jae
qfgeddl WRAe AfdE T e A Wl I@UHT Pl 09 WAH!
THFIIATAD! [AFAT, FFAA HEagq T fawm FAiwer sriged Al
forerar ur ufgectl GHIHT HINE 92 T HETHTIHT BRI ATdRD qdT 8] F0T
AT T T TUHT BT | HIES-9 % BT AL ~FBL0HT N AA99% @Y GRE
TMIAHT ATHEAS TMUCARE SATAIT T 9T THR AT HaT I, [
%, TR FreT S eRmEasT e G arEeREeee agferauut FurT
AT TETIT B HRUT U AS8H Fe0THh! AT Uegectl AMAH qUeCH FooTeld
HIATHT dfg WUHT Bl | ABIAS, TR ST U9ed IREe T a6d Ridear
ATTHT FRT AT T HTCATTH HIEATE g TE ARSI AT 9(g &5

D! 3R |
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i s Tequr, 006 | e, q AT
el Us SIHHT Wdedih Ha (o ateh! 0 THHATS [eoT &1 He Meed
SCHENTHT AEE FTHT qqad AfdF af 3065 1§ IR 009 |6
qEW BES TUHI BRI Widedh fa Stdl GEsHe HOET GlHd gty duhD
IS | AT T G GREATH ol Fe0ThT AT AT, Sgd YT I

AMTH a9 3006 | 0T AT Yidearh [a- atdT Arasi=e 0 THH Fooled TIHT
Mg 9% T YR TR YL JREFH T |

TSI FBUT SUTNTHT JHIT TUT A8

F U THT AAAHE FOET G BT GH AT B I ST GEY ATES
Tcaml waed), aide afgey, et el |, Sgmmar o, ot
JcaEaNT YANT T IUART 9 &THAT (MR T e | aieiadh! araie
TS ITANT ICAEARTA &AA AU 9 Tl TEqHT TR 0ol Ag TSI, T
JEAE AT WRIOR(T eTs SqHT AGIals HAAR IS | Tbel SH] TH
o TiRamT o T el e aviars 99 g Mecated T 6 |
AT S RS AT AELIEHd a9 TAHEHdeT &=H T e 1

TEHR T AASHA® ST a9 qFeedl T Aid Aeddl A aqed g
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THHT Y| TICIH! SEAGHHT qRT Q0 T AMIH HT8 YUrhT saaedr TRTaH]
| GTEETTAT B SRS S18eh el B H F0T ol T STAa foe g
ol SHAET WA G| TG AEE I URETET T s G AT
TS RS | Al gL o o€ U, J08Y Wl A48 el o1
FOT [ ATBR 0 FCBRBT g1 T Tedl R0 fofaT qerhl GHIETTT il
TRCT HAH g T oI O TEdl A SAaedT TRUD! g | WEAAHE R
AT AEAIHAT TAT NARSHAHT &AH T T JHEH T AT
e aResft T AR aereHr wwifed T G wnt e gar § Skt v
eIl SUINT Wichl SH{EATeT FHAK g3 MCH Gl SS9 T GERrr
AT ATASEEH] FACH FF WEIREE AE BTEl g bl ATAST o
AR H! AITA T TEWRIAT FHT HANR ST ATAhl F |

FHAX START SHAT T ARCRE YUTRHHT HRU Uaagdl U Weasmd! dakid
FUH] JTINT GH TR & THFN G | @ AZGHFN FT THHHT A
o ey, el fafaag gt Sifew I=9 g9, 0 A R giel A&y
WUHT ot foeTehl 9T §Y g, Wil HUTehT Aferg caaea ot fafer #
8T, R AR T JUAN SHAT A HHEEIAl g, AARE D] G
TRt T AR fba g AT T8 &A1 TqE THEDT TIH T6hl |
BTATFH @ WUHT el FUh IUACHH] AAUH [T GHT T FlhUH|

|

T THAATS [ T I WARAIE ASHREH TR T Ioaad START 1T,
ATANE G ARATATATS AT TS A2 FITHT AR B T, AT-AND ]
AR T ATHITT T STHBIAT IUHRECH! [AHE I, s HIT TR

TS JUIeh G HEE TG el JHAEe Huue Wbl g |
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I'like to pay taxes. With them I buy civilization” -Oliver Wendell Holmes

o

AIEeE ohd HX e 2 AR Jah ASE, o H [AaT HI aiied WIebi]

[N

X o T | W s 99 Teee # e Fr e gt {9 ul e

[N

BT Gl FSHN B Bl 2 B aTded Y Uebel BRIl /A BT G g

Tl w T T Fﬁ%_’f | BT A Oliver Wendell Holmes <1 ﬁﬁ
FRO F2 A TG | e FAwaer T a8q T97 I ITANT e (STed
AR ATALAD AR Fell, FATL forepraept a1, qreriore e aua far=g
T a1, i e Fwa i) a8l FROT WERATS el AREH
T TWHT FaT F [ Mg 9ol Fah AGY | THRA BT AT BT
e o I SRAMT T TA1 G T4 g7 okl SAXAEE =7 HT
fafeg 9= T8 g |

AR W F B AN AT WY Joor@ T o BRUEE & B (O A
ForepTer & BT 9 T HETACT GAA TUHT B A el e | R wm e o
WU U SUTAT 6 AR HeAshT AHEEeel STl T AT GershT AiHger qw=ar
T BT TG 2 aed AR AeAh WIHEHT GHA ATIHL fae Al T e
ATFAE F AT HL (I FAT (67 b Gl 2 IR ARAT HX AR Fawd
qHITSE Heddh TTAT TAMUT WTb BT q2  ATIHT (a7 q=F BT A SEIN CriES
B 992 ATAT GROM AT 99 ATTHT FeAl T, Fellbl AT T T
AT foh T

FT fa Q_ﬂﬁm YRITer T (Tax Compliance Behaviors) HFI=gHT EIREREAERLa
e dhee Y W@ G| A TEATRG W BT GRS GEERUAT Bl
RIS 8T T THH WH G |

2. BIGTATD] ANTd ATH fITEAWUT (Cost Benefit Analysis):

Michael G. Allingham & Agnar Sandmo o Income Tax Evasion: A Theoretical Analysis
TR T@HR TEd T g HY aRuer gEdl Uhed yedrd digad
AT Wbl G| Tehd HETART BT [0 a7 A Wol Greegal 99 H< 8] ane

T 371e73d, STT-ARF T FHH, A

“wafoms FX FeHThaTT stfvafy: qumew, faew 3 wafe” TATIGHT Q007 | 234




N (Cost of Tax) T X AT g Fabel A TAT HILAN SR (Expected legal
sanction from non-compliance)%f’aw WE%S}"I\W% P Joeddd TERT g | T Y
Afdal ame WWW (Legal Sanction) ﬁzfﬁah_{ S ARG W‘Tﬁ’ﬂ@f
BT T Fmare T wal g U9 T g1 SRTE0TRT il " e %
9000 FHHMT T ITHT AT HTh! ¥ (Marginal Tax Rate) 30% 9T IgeT TEAT
FT(T)T. 300 ffa g7g | A ST ATHT AT SO0 T SATFH FHOALT WA
T IR BREAR oAl =T HTAT ITAS HT T A FRd(F) T. 1000
FRAT 875 W BT HRIEAR IRET g FFHEA1(P) 30 Uiqerd WeaT &H AU
SOAe AUfeTd AT ANTA (Expected Legal Sanction) 300 S=aT HH(P*F) g
AT | AT AGTATHT FLETATA Fal HqAI0 T T el wwar HT FeAl Ta7 I9
Ao T@H/AWa FA(T>PHF) §T g T H AT AG€dT T S0 | HIGHT
JEETMHI (7 BAR AREAT T FRIE YO HfAerd Wil 9 I8! BT el &0
faqu Suferd @a Y00 §rgg | ATl AAEITHT JAT ATHAN el ATl B
T . 300 FX O |

Yy Ifedtrad g Ay T & 99 HETdrel ATFT AR e [T 7
T 2 9 TATTHT el T AR FHETAT FIACTar T FCETdh] TRET §oeg
T I F Gl TEEHT AFEA G | TEd HATT FLETAEEHT HRIGR qREAT g

FEATET S1E I (Nominal ) TEoT AFELTAT T GEI BRI HZLgahT A€ |

TIT@[G%FI’@Hﬁ@l'_tﬂ:ﬂﬁW(ﬂ‘ﬁaﬂﬁ%_(Socio-Psychological) SIdee e
TR o1 TEEE AT T Faed] TEad | o7 Pgeed Wi W
TEHT ATIHT TR THIHBT Tede®e] BT [ TaeRAle THE qIEHT

g g |
R. 9IS ¥ AT (Socio-Psychological) UGER:
F U BEEE F R T F s AT aw e afdE ana

AT ATUAT WA T TR €RT | WEET S wfa, ais
AR TIAHT {Hf qeel X AEHINIArens JTe Wie s grg |

> %L {AE(Tax Morale ): Yankelovich, Skelly, & White Kl g QRcYy |1 PEAIRIG]
THI FHETAT TaER U] TRHRA TRHT HH HRARERE ATER [

93¢ | TATIN®T 00T “Efomd & TEHTRIATAT aifaly: qumem, e T Tty




FTEHI TATETH GEIANT IEHT T 9ol HOAT A AT BLETATR] B
TAEA A¢y T GeWINIdT dgg WA vy M o | sher Tt
FHXHT TLTANT HUH ATETHT A X T IR el s T el
o |

> e SfasT T grfeie afgt@deor (Social Pride and Sanction): T U,
e 9]y A1 WiHEeE 9 # g 9= @ geifed e =&
STEATAR. A S F(AST, TABHRh, STIeR, Adeadl S&dl HRBEE FHA
F faq wafders gWa e | F fael S e YE9R 9T T BT gl
TET AT AT T O GRITEAT 9 USTT AH¥ee T fad Fere
wh! o |

> AT AT T AT AN Y el AGEAT (Group Effect): ATHEE®GT
AT TS/ SR HS T I-F NG 0T el HY [ARIgaHT g 0=l
AP AT W BT AT FEA TE FEg | Al ARAR®T B
FEWRIATHT AL THTE JUF safchells Wbl 575 |

> %ﬁ? Hed T HIFIAT (Ethical Values and Norms ): Wcdi& safchel & Tﬁ ]
T ol FEREHT ATHAT [Ggrea T forama ugla (i e geg| safhird
el T WAl Y GedIRIAET Jode T T0E 9vaey Tess |

> WIS Hed T AFAM (Social Values and Norms ): <97 TS, TFIT, HIA
T AL ATER WSS Hed T HGA Bl gy | Ggeh ST AU
AMATHT BT AIFEEH F [0 HUAS AHISD HedET AL 8lg,
W AR gk T e FAUSH I9EE VR O, gl AT T
YeRIeT @137 Ui QAo Gedeh! BTAT T Aaahb! g |

3. YRIN , RERD! YUPT I HIGAd! g3115:
YUMEAD] FAAT HUDH! TIAT BT TMEA €awgg T TR FH §al A9 29T

AN GLBNHT BRAUGIAHT 8w Frge T B el Awdig g7 |

¥. B THATG B! éi%rs'm (History of Tax Amnesties):

TsaArs Ao T AHT FHEATs GO aH ATHHTRIST Ser MUHT 39T
FIEAEE HMeel FL GeAl T, FT FILT T T T 6 F A A
WOHT IS THTEEHT ATIRHAT EEes AEATHA 0T TS el g

“wafogs HX GeWThaTT stfafy: qumew, faeme 3 wwfe” THTGHT Q00T| 230



T g | R TS AR @ T HE A g
T <o TEY T FY GEATNIATHT THRIAH T TREEHT &

. T B YRG! &HAT I YUMTARTT GURDT ST

qUT HT JMEAH] dUAT, NGHHT HLETal Glea T qad ST, SNawesT
HIETAEE BT AGAl T o JOTeAl fo€q, BRIENH! Fgsl CIA Wes g1
QI HAET, S UGH, WIERA, &M T Tl G SEH! AEME g
Feed AR HTHE T Fieb! ATIHAT HIUER WS T qaedT aadehT dede
BHIETAD] BT GEHINAHT FAG THE BT grgg | AT Wiaieel HIEdHae
FRER MM T FT MURT T AT FFdR WS AAHHT HEIAH HT Gl
T Fad HH AU sfag |

& TSP SURTY ¥ FHRI YRTHI0T FAa=aor Tva=ft sqawr:

Ufeged! THIAAT ASHE qare e w1 g e Feg T T
TR T& HeH] G | T et & mﬁwﬁﬁﬁwgﬁﬁﬁrﬁaﬁ
HIEAN TAAH] Bl §a1 Gl HRAABEH] BT Gell T4 Fd(d Uee IRGH! aﬂﬁr@

THOET AT ¥ FY o e AT T A S F |

B gfuTerT Afigfs T & T 2

T AT AT B ARAEAATS] TR TGS % T 0ol 88 FEra Aferg®! g |

FT AN TEEEH ETAE AT ATERAT AR SASHaET B T

i~ |

%. Cost Benefit Analysis T8 Calculated Risk Reward ratio 84 Haifora &adT ¢
FeAl T HLETATD] THHT

> YT FRIAR TREAT g ToIead Fers |
» P YA Jae Il Enforcement Activity T3
> BT el T HEAEEAS g T3 |

> WTHISE AesHT T BT Golid T T SFaedl T |
@, WA TET e HT BT URAEAT TH TGE HEADT GBAT BT BT
AT (AR SIS TS, HIETAN Q1 Afaig TS, FEldeedrs
AT UG AMAE TS, TEAd HE T T AEAHT B A

TR |
93¢ | THTIYT 00T “wafere &Y SR sifwafy: qumea, faera 3wty




[
' “"@”.a'"“‘@ | l m'mm \
[ e oo [ v

| —

Enforcement B
Data Access, E-Audit,
| g ’-‘ g \ | \ Activities SI@IST Cross Data Validation

i 2 o= ufvurer afigfs aré

A GUET AWATG: TAT AT AW WOHT Gl gt adt
TAeg® HT el a8 |

H. WERA BOd @ HSISaT ATh [ Hh! gIANT WUH! ATAM B

FEUR RGN B Eas

TH/ATES T AT AT T AFIAND] T FAAAS AATALTH T

AT FHAETA TRE H A6 qE13 |

Y AT FAGET T HEATIITAT THAT HTIH T |

e T 9ReEef & Yo s |

T=T T FEWIRIAT WUHTATS AT YAt T BT Feal TeATg Sgsah |

‘ﬂéf B IQIATHT GHTT 4@y T Tz HOA’NH |

e T i [er vaE@ T |

THA H JIMETH! &HAT FEar |

AT BT ATHANE [ T e T |

Fine and

Penalty

a

AN dydg d

“yfems H TewThamT sifvafy: gumew, faew ¥ @iy TATIET Q00| 231



e

F AMh ! F TENRIAT T HEdT o e FACTE (AN TETT T TG
g7 | BRI BT Gl &1 g1 AW T FEIE g qa AUEId ANTdeh] AT
F BT HT AT o1 A Fa Fufer g aw wEE oo aiafda &
AUHT G| legecl] THAHT QHEINEF T FAEAG Teee o S T a0
HHT FIZEE UHAd AUHT G| Fed HT ATAAIST &7 Fald e T8 Gemasian
A feelrs TSIt ISTUH! FH A el GgadnT I H1H HUAT T HL fa
AATS IS e AT YT T Al 99 BT R €ad: Afwdig
T B TEA G |

e aarh

James Aim, Gary H. McClelland & William D. Schulze(1992), Why Do People Pay Taxes?

Karyl A. Kinsey(1992), Deterrence and Alienation Effects of IRS Enforcement: An Analysis
of Survey Data.

Listokin, Y., & Schizer, D. M. (2012). I like to pay taxes: Taxpayer support for government
spending and the efficiency of the tax system. Tax L. Rev., 66, 179.

Richard D. Schwartz & Sonya Orlean(1966-67) s, On Legal Sanctions, 34 U. Chi. L. Rev.
274,291

Posner, E. A. (2000). Law and social norms: The case of tax compliance. Virginia Law
Review, 1781-1819.

Second Strategic Plan(2018/19-2022/23), IRD Nepal.
Tom R. Tyler(1990), Why People Obey The Law.

Yankelovich, Skelly, & White(1984), Inc., Internal Revenue Serv., Taxpayer Attitudes Study:
Final Report 61.

9% 0| TATIYET 00T “wafere &Y SR sifwafy: qumea, faera 3wty



Tax Expenditure and related Transparency, Accountability
and Impact Issues in Nepal

b Chandra Kanta Bhandari

Background

'In this world, nothing can be said to be certain, except death and taxes.' This is a famous
quote by Benjamin Franklin. However, the government, in all jurisdictions, provides
taxpayers with one or another scheme that relieves their tax payment burden. Such
schemes may take varieties of forms such as exclusions, deductions, deferrals, credits, and
preferential tax rates that benefit specific activities or groups of taxpayers. These kinds of
special provisions are referred to as 'Tax Expenditure'. Usually, tax laws define the 'tax
expenditure'. In the United States, the Congressional Budget and Impoundment Control
Act of 1974 (the “Budget Act”) defines tax expenditure as “revenue losses attributable to
provisions of the Federal tax laws which allow a special exclusion, exemption, or deduction
from gross income or which provide a special credit, a preferential rate of tax, or a deferral
of tax liability.”

Stanley S. Surrey, in his book 'Pathways to Tax Reform — The Concept of Tax Expenditures,
1973', highlighted different aspects of tax expenditure and advocated for its estimation,
inclusion in the budget, and making it public.

A tax expenditure is a mechanism whereby the government provides assistance
through the tax system rather than the direct budget support. So, the tax expenditures
are analogous and alternatives to special government spending programme under
appropriation. The government may alternatively do not provide tax schemes but achieve
the same objectives through a defined spending programme through an appropriation
bill. Tax expenditure would, obviously, result in a reduced amount of total revenue
collection as a certain amount of taxes will not be realised due to special schemes of tax
announced by the government. However, it is justified as the government, otherwise,
would have been required to spend through direct spending programme for a same social
or economic objective. So, tax expenditure is a revenue forgone due to the government's
desired action which otherwise would have been collected. These tax expenditure clauses
in tax laws or executive orders thereunder usually introduced considering the social,
economic, and other constitutional and legal obligations of government. The government
has two choices; whether to achieve intended social or economic objectives through tax
expenditure under finance bill or through spending proposal under appropriation bill.

Assistant Auditor General (FCA, CPFA), Office of the Auditor General
“Tafemd HY FgWThrammT sifvafy: Tomaw, faew T wfg” THIRET Q00T | 22




So, tax expenditures are crucial and significant matters having a multi-facet impact on the
government's revenue management, budgeting and framing fiscal policies.

This write-up attempts to identify tax expenditures provided by the government of Nepal
and related transparency, accountability, and impact issues therein.

Forms of Tax Expenditure in Nepal

In Nepal, tax laws do not specifically define the tax expenditure however, the government,
in practice, provides various exclusions, deductions, deferrals, credits, and preferential tax
rates through finance bills every year and through other related tax laws. In addition,
some other sector-specific laws also include such tax exemption provisions.

Typical examples of tax expenditures in Nepal are as below:

v

AN N N N N

<

v

v

Full or partial exemptions, waiver, and preferential rates under section 18 of Finance
Bill

Preferential tax rates for taxpayers affected by COVID-19

Deduction for contributions made by the taxpayers to COVID-19 Fund

Waiver of Customs duty, Excise and VAT on import of prescribed medical supplies
The broad list of VAT-exempt goods and services in annex 1 of VAT Act, 2052
Specific VAT credit for the transaction of certain goods and services

Exclusions made through Note (Drastabya) to Annex of Excise Act, 2058

Various exemptions and preferential tax rates under sections 11, 11Ka, 11Ga of the
Income Tax Act

Deduction for start-up seed money provided
Preferential treatment for goods imported from India and Tibet for customs duty
(Section 3 and 4 of Annex 1, Customs Act)

Exemption of customs duty for imports made for projects (Annex 1, Section 13 of
Customs Act)

Exemption of customs duty for imports of prescribed goods (Annex 1, Section 14 of
Customs Act)

Exemption of customs duty for exports (Annex 2 of Customs Act)

In addition, some other sector-specific laws, for example, Industrial Enterprise Act, 2076,
Electricity Act, 2049 also contain some tax expenditure type provisions.
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Transparency and Accountability issues relating to Tax Expenditure

Any government is expected to estimate tax expenditure, include such estimate in the
budget document, and get approval from the parliament. Lawmakers are expected to
receive detailed information on proposed revenue and spending proposals. For the
purpose of transparency and accountability, such information should also be made public.

Tax Administration Diagnostic Tool (TADAT)1 includes an indicator which requires tax
administration to monitor and report tax revenue foregone as a result of tax expenditures
((i.e., the value of tax revenue foregone by the government because of tax law provisions,
including deductions, exemptions, preferential rates, and deferral of tax liabilities) for
providing the government an input for revenue forecasting and estimation. The criteria
also demand disclosure of the methodology used in doing so (i.e., how is this done).

United States of America, India, and many other countries have a practice of making
special analyses of tax expenditure and including tax expenditure estimation and related
analysis as an integral part of annual budgeting and fiscal policy making. Council on
Economic Policies (CEP) and Deutsches Institut fiir Entwicklungspolitik - (DIE) realizing
the limited transparency in this field have been tried to collect data and publish the
Global Tax Expenditures Database (GTED)2. The GTED highlights in its flagship report
2021 (Preliminary) that over the last 30 years, the global average of reported revenue
forgone from tax expenditures were close to 4 percent of GDP and more than 24 percent
of tax revenues. The report further says given that available tax expenditure data is
so limited, the actual numbers are most probably even higher. These significant costs
notwithstanding, a majority of governments worldwide do not report any data on the tax
expenditures they offer. Those that do, often provide only limited information. With few
exceptions, a detailed official analysis of the effectiveness of tax expenditures and their
side effects is non-existent.

1 TADAT is a global tool that can be used by any country to assess the relative strengths and
weaknesses of their tax administration system. The aim of the TADAT is to provide a standardized
means of assessing the health of key components of a country’s tax administration system and
its level of maturity in the context of international good practice.

2 The GTED provides timely and consistent information on preferential tax treatments such
as exemptions, deductions, credits, deferrals and reduced tax rates that are implemented
by governments worldwide to promote different policy goals. The GTED aims to improve
reporting, enhance scrutiny, and, ultimately, to contribute to the design of effective and fair tax
expenditures across the world.
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In Nepal, the tax expenditure provisions are included in the finance bill and other tax laws
which are finally passed by the parliament. However, such tax expenditure provisions
are not backed by the detailed analysis of tax expenditure estimations and consequently,
proposals do not contain narratives on what and how the intended policy goals of
government would be achieved with these tax expenditure provisions. This simply means
that representatives of the citizens will have little/ or no information about what will
actually happen due to tax expenditure provisions. And there will be no / or limited
deliberation on these issues. There is the absence of guidance on methodology and
competence; institutional and individual staff level, for estimation of tax expenditures
and forms of their reporting. The budget formulation Directives issued by the ministry of
finance also does not contain specific guidance in this regard.

Finance Bills presented together with Budget Speech every year in parliament usually
include a provision (Section 18 (5) and 18 (6) of Finance Act 2078) that requires the
government to submit the statement of tax exemption given by the government under
this particular section. This section further requires the government to publish a notice in
this regard in Nepal Gazette. Following this provision, the Ministry of Finance (MoF) in its
'Ministry Level Progress Statement' in Annex 3 provides information about tax exemptions
and concessions provided by the government. However, this report does not apply and
consequently does not include all tax expenditure provisions contained in the various tax
laws. The report provides information for the first eight months of the income year for
the purpose of the above-mentioned section of the finance bill only. So, this information
in the ministry's progress statement is not complete and integrated in itself. As evidenced
in the auditor's report provisions of publishing notice in the Nepal Gazette has also not
been complied with in all cases.

Auditor General highlights issues about tax expenditures in his annual report every year
suggesting the government to report tax expenditures and their intended impacts and
making them an integral part of the annual budgeting and fiscal policymaking process.
Auditor General's 58th Annual Report, para 11.3 highlights that tax administrations and the
government have not maintained records and not made the prepared integrated report
of revenue foregone as a result of tax expenditures provisions in the prevailing tax laws.
As per the auditor's own finding amounting to Nepali Rupees 35 Arab 6 Crores (about 300
million US Dollars) was provided as tax exemptions during the income year 2019/20. The
actual amount of such tax expenditure is expected to be much more than what has been
found and reported by the auditors. So, the government is expected to maintain records
of tax expenditure, publish and disseminate information to ensure greater transparency
and accountability.
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Impact of Tax Expenditure

As discussed above tax expenditure provisions should have been contained in tax laws with
specific purposes. Considering Nepal's constitutional provisions in terms of fundamental
rights, directive policies and obligations of the state, and other periodic and annual policies
adopted by the government, the tax expenditure provisions proposed by the government
can be justifiable for intended policy goals. However, the pertinent question here is that
the tax administration and the government lack to demonstrate mapping as to what tax
expenditure provision will support what policy of the government and in which manner.
Tax expenditure provision should be backed by detailed mapping of what, how, and to
what extent the particular tax expenditure provision would contribute to achieving stated
specific social or economic objective. The provision should also be backed by sufficient
and appropriate analysis on why tax expenditure was preferred rather than spending
proposal through appropriation bill.

In Nepal, while drafting and proposing tax expenditure proposals, there are few instances
of documentation as to issues relating to possible impact. Tax expenditure would seem
acceptable and justifiable; however, it is not quite clear as to what was the actual intention
behind that particular proposal. Information, expected and actual, relating to target group/
sector, quantitative targets; the number of beneficiaries and amount involved is, at least,
not available publicly. While proposing tax expenditure, there is a lack of information on the
possible impact of the proposed provision and more interestingly, no reports are available
subsequently as to what was achieved by implementing tax expenditure provisions. Due
to a lack of sufficient information from tax administration and government agencies on
tax expenditure provision, the government is sometimes blamed for favoring, unduly, the
particular sector-specific businessmen/ or industrialists.

As an exception, the Government of Nepal commissioned one study on 'Rajaswa Chhutako
Prabhav Mulyankan' in 2070. This study has recommended the government consider the
impact factor while providing tax exemptions and rebates to ensure its effectiveness. The
study report also recommended the government adopt good international practices for
improvement in this matter.

Nepal Revenue Advisory Committee, in its report 20783, has highlighted various issues and
presented tax exemption as one of the ever-green problems and one of the challenges of
revenue management suggesting the government to be very precise on this issue. Similar
suggestions were also provided in previous year reports of the committee.
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Auditor General has also raised several issues, in his reports, about social and economic
benefits actually received from provisions relating to tax exemption. More specifically,
suggesting the government to commission study and publish and disseminate the results
whether such provisions have actually contributed to national development as they were
intended.

Way Forward

Tax expenditure in revenue management is an area that lacks sufficient transparency and
accountability worldwide. Consequently, their impact is also unknown to a large extent.
So, the government is expected to make visible improvements as to estimation, submitting
it along with the budget proposal to the parliament, recording and integrated reporting,
and demonstrating the tangible impact created through tax expenditure provisions in
socio-economic development. This will ultimately contribute to good governance through
enhanced transparency and accountability. The tax administration and the government
may consider the following points in this regard:

v" Provide the definition of 'tax expenditure' in tax laws as to what does it include and
what not for better clarity.

v/ Start estimating tax expenditure (revenue foregone) and include it in the budget
proposal as an integral part of the budget document so that representatives of
citizens will have the opportunity to deliberate on such proposals.

v Along with an estimate of revenue foregone, include also the expected benefits
(impact) from the implementation of such provisions. Make periodic comparisons as
to what was expected and what was actually achieved.

v' Provide comparison bases whether to opt for tax expenditure or spending through
programme/ project under appropriation bill.

v" Record all types of revenue foregone and report them periodically in an integrated
manner with disaggregated data.

v" Make such reports available to the policymakers. Publish and disseminate such
reports to ensure transparency and accountability.

v" Conduct periodic reviews as to whether intended objectives from tax expenditure
have been achieved.

v" Make corrective actions based on the review of tax expenditure policy impact.
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Integrity in Tax Administration
ﬁ Raj Kumar Adhikari

Background

Tax or revenue administration plays a key role in state functioning. Revenue collection
is the systematic, structured, and legal way to raise money for the government from
fees, levies, charges, or other appropriate means of taxes. Magaro, 2012 cited in Isaac &
Kazungu, 2016 described revenue as income of government from taxation, excise duties,
customs, or other source appropriated payment of the public expense. Musgrave &
Musgrave (1989) elaborate taxation as a tool for implementing socio-economic policies
such as transferring resources from the private sector to the public sector, distributing
the costs of government (vertically and horizontally) proportionately to the taxpayer, and
promoting growth, stability, and efficiency. A good tax system should be designed such
that it meets the requirements of equity in burden distribution, is efficient in resource
use, achieves the goals of macro-economic policy, and provides ease of administration.

Paying tax to the government is a mandatory compulsion of citizens according to prevailing
act without expecting any direct returns of this. Hence, administering tax is a sensitive job
that demands high integrity and ethically sound behaviour. Increasing tax revenues is the
most essential activity in every country. Most importantly revenue from taxation is what
sustains the existence of the government as it is providing the funding for everything from
social programmes to infrastructure development. As people become more sophisticated,
they demand the government to provide for their needs, in which case the government
must necessarily increase its revenue mobilization to meet such demands. It is for this
reason that taxation as a source of government revenue has become so important
that there is no country in the world that does not collect taxes. However, one major
administrative problem today for many tax authorities is their inability to collect fully
the revenues due to them. In most cases, there are huge gaps between collected and
projected revenues (Magaro, 2012). This is caused by the integrity of tax employees
among other causes. Thus integrity among tax collectors has become vital for effective
and efficient tax collections (Issac & Kazungu, 2016).

Integrity: behavioral approach of good administration

How does integrity matter in tax administration? This question appeared as easy as we
think but the answer to this question is not as easy as we think. In operational terms, it

Director, Inland Revenue Department
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can be more easily clarified as differences or discrepancies exist in expectations between
tax administrators and taxpayers while performing their duties. Integrity broadly can be
defined as congruency among what we think, what we say, and what we do. Integrity
includes honesty but it goes beyond this because honesty is telling truth or converting
our words exactly to reality. Hence, integrity seeks comity among thoughts, sayings, and
actions. State of mind committed to doing truth holds apex of integrity and deviation
resulted to the schizophrenic syndrome. It is basic parameter of trust as well as uprightness
of character. Honesty fosters integrity whereas prevaricate behaviors impede integrity.

Employee integrity involves developing and maintaining professional and respectful
behaviour at the workplace (Van Iddekinge et al., 2012). It involves ethical leadership,
active management and supervision, the right people, effective processes, and confident
professional reporting. In essence, an employee with the right integrity fosters the
development of high professional standards and demonstrates the values of the
organization (Berry et al., 2007). Employees with high integrity create an ethical and
professional workplace which is the best safeguard againstimproper conduct, misconduct,
and corruption. Measuring the integrity of an employee is not an easy task. KPMG (2013)
asserted that in order to manage integrity, it is essential to obtain a clear insight into
the trends in the behaviour of employees. In this regard, it was proposed that with the
respective insight it is possible to formulate answers and make integrity and compliance
management tangible (Ibid.).

Integrity, a phenomenon of an individual demonstrated through human behaviors
mostly driven by the inner sense of an individual which demands the commitment of
doing right and ethical for the betterment of self and surrounding as a whole. Performance
of an organization means sum of the performance of individuals in the right way towards
the achievement of organizational goals. To realize this, it is necessary to have quality
performance and high integrity of employees.

Every organization is founded on certain principles and ethical values. Commitments of
organization members to achieve organizational goals and objectives are only possible
if they perform their tasks in accordance with organization principles and values, for
this one of the crucial determinants is integrity. Before analyzing how integrity affects
the performance of an organization, it is better to give a short look at why integrity is
important for the better performance of an organization. It is important because integrity
enhances honesty and promotes loyalty towards public concerns. Doing the right things
for the right purpose in the right manner without any greed and prejudices within the
organization values and principles assured good integrity.
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Integrity is governed by what to do according to the ethical and moral values,
organization objectives, and goals. Hence, integrity enforces to follow what to do and that
ultimately results in good performance of an organization. Integrity affect the performance
in the following ways:

e Integrity promotes trustworthiness,

e Integrity harnesses non-judgmental behavior,

e Integrity enforces a respectable and reciprocal relationship between and among
organization members,

e Integrity covers a wider span to promote workforce positivity,

e Integrity works as drive force of inner sense with commitment for better yield,
e Integrity is the quality of being honest and fair,
e Integrity is also an unwritten code of conduct that is set in the mind of the individual,

e Individuals who have integrity as people who are judged to have good character and
are made to be moral examples,

e Integrity is consistent thoughts, emotions, words, and actions that are stable all the
time and in every situation,

Various researches elucidate that integrity and performance have a positive correlation.
The higher the integrity higher will be the performance of an organization. An academic
study made by Rahma and Syamsir (2020) shows that there is an influence of integrity
on the performance of employees. With another meaning that integrity can affect
performance, to get good employee performance, it requires the application of good
integrity as well.

It is quite difficult to derive step-by-step compliance guidelines to improve integrity.
Even though balancing between and among integrity, ethics and morals are crucial to
enhance the integrity of self as well as unfolding potentials of individuals to achieve
common organizational goals with better performance. There are so many factors
that affect the performance of an organization such as working culture, leadership,
organizational culture and behaviors, and so on. Besides these integrity has also been
proven as one of the inevitable factors. In a broader sense, we can analyze it in terms of
personal factors and organizational factors. Integrity by its nature constitutes personal
factors that may enhance (if high integrity) or impede (if low integrity) the performance
of an organization.
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How integrity of employee matters in performance?

Performance is the final result made by employees individually or cumulatively as per
assigned jobs and responsibilities. To achieve desired result integrity problems may
become performance barriers. Integrity is not only the misconduct and ignorance of
ethical values but also the positive attitudes and behaviors to accomplish organizational
tasks without any hidden interests and greed. It reflects through the harmony of what you
said and what you did, wider discrepancies between them indicate low or no integrity.
Less the deviations more will be the trust between employees and supervisors that proves
fewer integrity barriers.

The major concern of this discussion is that what kind of integrity of an employee helps to
enhance better performanceintaxadministration. Atthe sametime, itis equally important
to consider ecological or organizational integrity as a whole. Basically, an employee gives
the life of an organization hence there is no need for further clarification to justify that
higher the personal integrity like honesty, trustworthiness, good conduct, compliance of
working guidelines and organizational values, higher will be the quality performance in tax
administration. From another point of view, we can emphasize integrity as a disciplined
manner of work. It is the honest commitment of self, encouraged by surrounding as well
to accomplish organizational tasks in a responsive way beyond the personal benefits
and interests. It is not possible to promote integrity only by the corrective or punitive
rules and laws. It is more effectively governed by an individual commitment and drives
along with the motivational surrounding of an organization as well.

Honesty, trustworthiness is difficult to measure in quantitative value but that can
be catered through individual performance, driven results, and behavioral patterns.
Employees having high integrity rendered quality results that can be intangibly monitored
through the satisfaction of taxpayers. Less the tax payer's grievances indicate better will
be service delivery and easier to the supervisor to manage the performance of employees.
If members of tax administration deserve high personal integrity there will be less negative
conflicts among the employees and easy to streamline organizational values and goals.
That creates a conducive environment to mobilize employees in pre-determined roles
and responsibilities to achieve the common organizational desire. Hence it is not only
easier for the taxpayer only but also easier for the manager to handle various tasks of tax
administration and enhances the performance of individuals as well.
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The Harm of Poor integrity in Tax Administration: Taxpayer Perspective

While discussing integrity issues in tax administration, most of us at first emphasize its
concerns related to an employee of tax authority rather than the taxpayer side. But,
integrity is not the concern of tax employees only but also an important behavioral
concern of taxpayers as well for better tax administration for wise and enhanced revenue
generation. Lower the level of integrity at the taxpayer side higher will be the risk of
tax evasion hence promoting integrity is a wider and collective concern of employees,
taxpayers, and related stakeholders as a whole. In some instances, low integrity of public
employees means misconduct of an employee or corrupted practice for personal gain.

Two terms corruption and tax evasion are frequently used to recite a lower degree of
integrity. According to Akdede (2006) corruption is an old problem. As long as human
beings are on the face of the earth, it will be a persistent problem too. Corruption is an
illegal activity of a government official to gain personal benefit. Even though it is an old
problem, it is a relatively fresh investigation area for economists. Tax evasion is also an
old problem too; people don’t want to pay taxes if they find a way to do so. Tax evasion
is defined as an illegal act to avoid paying taxes by violating tax laws. So at first glance,
corruption seems to be a problem of only governments and government officials, whereas
tax evasion is a problem of private individuals. In the economic literature, both problems
have been addressed separately in depth. Their combined studies, however, remain to
deserve further empirical and theoretical analysis.

The conventional view is that tax evasion and tax avoidance are harmful. They undermine
the tax base and provide the government with less revenue than they are otherwise able
to collect thus undermining their ability to govern for the benefit of all. There is also a
moral argument/social contract that tax must be paid by the members of a society as
they owe loyalty to the society. According to Tanzi and Shome tax evasion affects the
horizontal and vertical equity of a tax system, as well as the efficiency of the market and
the tax system. Unchecked or poorly controlled tax evasion builds cynicism about the
public sector. It tends to complicate the tax structure as legislators try to anticipate tax
evasion through tax legislation (Walpole, 2009).

Integrity in Nepalese Administration

Corruption is buzz word heavily used to describe the bureau-pathic character of the
Nepalese public sector. Transparency International defined corruption as "abuse of
entrusted power for private gain. Corruption can be classified as grand, petty and political,
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depending on the amounts of money lost and the sector where it occurs". But, corruption
is not an antonym of integrity. Even though, corruption is the prime factor that severely
harms the integrity of an individual and organization. Corruption is the scourge of integrity.
Nepal's position according to the corruption perception index is very much pessimistic.
According to Transparency International report, 2020 Nepal stands 117th position out of
180 countries with 33 scores out of 100. Analyzing corruption perception index rank since
2011 shows fluctuating figures as follows:
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National Integrity System assessment report 2014 published by Transparency International
suggested the following challenges for coming years regarding strengthening the national
integrity system of Nepal.

To invigorate the core governance pillars: legislature, executive, and judiciary - their
democratic powers and functions to play their role with respect to the principles of
separation of powers and checks and balances is the key challenge that Nepal’s NIS faces.
Not allowing the concentration of power in one pillar to adversely affect other pillars is
a major problem the country has to address with a sense of urgency and seriousness.
The assessment strongly suggests that the pillars have failed to play their role because of
confusion and instability in the core governance pillars. To protect integrity throughout
the governance system, all pillars should be strengthened to resist any interference:
political, bureaucratic, or otherwise to their independence. A number of steps could be
suggested for this: Energizing the monitoring and accountability mechanism; Enabling
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the civil service and public sector to follow laws, rules, and legal provisions in practice
should be emphasized; Narrowing the differences between law and practice would help
to strengthen the pillars. Sharing of best practices from one pillar with other pillars would
be beneficial to the whole NIS.

How to enhance integrity in tax administration?

As we already discussed that integrity is more than honesty. It demands coherence among
thoughts, voice, and action. Any deviation in the congruency of these three factors results
in a decline in the degree of integrity. To enhance integrity in Nepalese tax administration
following will be the possible measures:

e Strengthening poor tax administration:

Strengthening tax administration is a complex job and likely becoming more challenging
day by day in a globalized world. The stereotype of taxman collecting revenue through
the process of detecting non-compliance and imposing penalties turns into an obsolete
approach of tax administration. In our context, the tax-paying culture of taxpayers found
poor and weak invading mechanisms of tracing and tracking. This was partly caused by a
tax system perceived as unfair. Relatively high rates and a complex and partly incoherent
set of rules resulted in large potential rewards for taxpayers willing to bribe to cut their
own tax burden and/or speed up the process. The poor salaries at the tax administration
compared to the private sector invited corruption. Working conditions were characterized
generally by a lack of technical equipment and poor office facilities. Moreover, the criteria
for recruitment, promotion, and rewards of staff and management were unclear and
allowed substantial discretion. Weak management with poor information, auditing, and
supervision of staff. Internal auditing and monitoring functions had become for the most
part non-operative and ineffective. In practice, the probability of being detected and
punished for corruption was virtually non-existent. Prevalence of kinship and patronage
for favored transfer, promotion, and appointment is a critical pathogen to weaken integrity
and overall tax administration. This is because integrity is basically driven by the inner
self of an individual. There might be a high risk of deviation due to demotivation and
demoralization of employees.

e Political commitment for the autonomy of tax authority to improve tax
compliances

Thefrequent use of thetaxadministration for political purposes has helped erode taxpayers’
confidence in the fairness and impartiality of the tax administration, which has itself
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contributed to undermining tax compliance. The establishment of a semi-autonomous
revenue authority might be interpreted as an attempt by politicians to create a credible
commitment to taxpayers that the tax administration will be more competent, effective,
and fair by delegating power to tax bureaucrats. The promise of autonomy enables
politicians to make the commitment credible because tax administration traditionally has
been characterized by high levels of political intervention.

¢ Integrity of management and management of integrity in the organization

The integrity of management is a prerequisite for the management of integrity. Senior
management can exhibit role models of integrity to flourish organizational integrity in tax
administration. It can be judged by the subordinate whether or not the manager did what
he or she said that influences others in their actions and operation. Being an integrity
leader and managing integrity to the rest of the team is crucial to enhancing integrity
in tax administration. To be an integrity leader examine your own morals and ethics, be
ethical and moral.

e Reform to responsive tax authorities

Responsive tax administration advocates developing trust in the relationship between
tax administrators and taxpayers and offering tax administrators a range of options to
respond to compliance issues, rather than just an audit-and-penalty (Osofsky, 2013). The
tax administration is as prone as any other human activity to lapses of integrity within
its own organization. This much is obvious and there are many obvious responses to
such lapses including the maintenance of a culture of high integrity and the design of
checks and balances to ensure that opportunities for corruption are limited through the
"sunshine" of visibility (Walpole, 2006). Voluntary compliance is promoted not only by
an awareness of rights and expectations of fair and efficient treatment but also by clear,
simple, and “user-friendly” administrative systems and procedures. Voluntary compliance
is enhanced when it is easier for taxpayers to do so. Voluntary compliance is maximized
when revenue authorities are aware of major developments and trends in the business
and legislative environment and are responsive to their implications on tax administration
and compliance (OECD, 2001). Hence, Good revenue authorities are strategically focused
and responsive to changes in their environment and that of their taxpayers. In a globalizing
context, they assess risks to compliance, not only domestically but also internationally, with
resources allocated on the basis of priorities identified under a sound risk management
process. It is assumed that responsive tax administration to more extendable to address
the legitimate expectation of taxpayers to promote self compliances.
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Conclusion

In conclusion, integrity not only recognizes self but also flourishes the overall performance
of taxadministration. Honesty, sincereness, responsiveness, animosity towards corruption,
and bribery are sine quo non of integrity. Integrity promotion means synchronization
between thoughts, voice, and action, but balancing between these three factors is a
critical and difficult task. Even though, it is possible to achieve if an individual has a strong
commitment from the inner self. The integrity of the leader creating conducive workforce
integrity impede performance barriers due to well balanced and entwined combination
between integrity, ethics and morale can create synergetic thrust to build better tax
administration. Integrity not only enhances sound and good tax administration but also
enlightens complacency of self.
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Digital Payment Services in Nepal: A Revenue Collection
Perspective

b Deepesh Lekhak

Abstract

The use of digital payment systems has significantly increased in Nepal in recent years.
Digital Payments for Revenue Collection has become an important mode of tax payment
in Nepal. The Inland Revenue Department has developed the Integrated Tax System
to provide electronic payment of taxes by taxpayers directly from their bank accounts.
ConnectlPS, a leading Payment System Operator is the only payment service provider that
is fully integrated with Revenue Management Information System for revenue payment
directly from the Integrated Tax System. It is not feasible to directly pay taxes through
popular Electronic payment means including Card Payment Systems, Mobile Banking,
Internet Banking, and Wallets via Integrated Tax System now. An integrated platform for
digital payment is anticipated that will allow taxpayers to conveniently pay their taxes
through any electronic means including Card Payment Systems, Wallets, Mobile Banking,
E-Banking, QR-Pay, etc. This will significantly enhance taxpayer service as well as increase
the Doing Business Index of Nepal in Paying Taxes.

Keywords: Digital Payment, Revenue Collection, Payment Service Provider, Payment System Operator

1. Introduction

Digital payments are transactions that take place via digital or online modes, with no
physical exchange of money involved. Electronic Payment Systems in Nepal consists of
electronic funds transfer, card payment system, and e-money/wallets. The use of digital
payment systems and electronic cards has significantly increased in Nepal in recent years.
Data provided by the Nepal Rastra Bank (NRB) shows an increase in the transaction as
well as amount of cashless payments in each fiscal year. Digital transactions or cashless
payments in Nepal increased from NPR 712 billion in the fiscal year 2018/19 to NPR 1,559
billion in the fiscal year 2019/20.

Nepal Rastra Bank has licensed 27 commercial banks, 19 development banks, and 7
finance companies to operate as payment institutions. Similarly, 38 non-bank institutions
are licensed to operate as payment institutions. Among them, 28 are Payment Service
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Providers (PSPs) and 10 are Payment System Operators (PSOs). Nepal Clearing House
Limited (NCHL), a leading Payment System Operator of Nepal, provides electronic fund
transfers. The other major operators in the cards payment space are Smart Choice
Technologies (SCT) P. Ltd and Nepal Electronic Payment System (NEPS) Ltd. Similarly,
FonePay Payment Services Limited is operating as PSO and provides the platform for
QR payment as well as mobile banking services to Bank and Financial Institutions
(BFls). Also, internationally recognized institutions like VISA Worldwide Pvt. Ltd, Union
Pay International, MasterCard Asia/Pacific are also operating as PSO in the Nepalese
payment industry. Payment Service Providers are providing e-money/wallet services
that complement the retail payment infrastructure. The retail payment infrastructure in
Nepal, such as the automated clearinghouse and the payment switches are operated by
PSOs. The scenario of retail payment has changed rapidly in these years. ConnectlIPS, IPS,
Mobile Banking, Internet Banking, Wallets, QR Code, etc. are the major developments
in the field of retail payments and are providing fast payment services. Thus, the use
of digital payment in the retail business is also increasing day by day. The large value
payment system is mainly the Real Time Gross Settlement (RTGS) system operated by
Nepal Rastra Bank.

The usage of Payment systems in Nepal as per the data of Nepal Rastra Bank is shown in
table 1 below.

Table 1: Usage of Payment Systems

No. of Transaction Total Amount (NPR in Million)

S.N. Particulars 2078 Bhadra 2078 Bhadra

1 RTGS 56,167 2,494,635

2 ATM-Cash Withdrawal 8,171,367 70,132

3 ECC 1,128,439 766,729

4 IPS 1,145,630 168,956

5 connectlPS 3,224,175 232,543

6 Debit Cards 8,937,593 73,058

7 Credit Cards 171,894 1,228

8 Prepaid Cards 26,964 117

9 Internet Banking 301,012 13,504

10 Mobile Banking 13,241,819 74,310
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11 Branchless Banking 56,383 1,219
12 Wallet 13,203,496 14,427
13 QR-Based Payments 1,577,561 5,857
14 Point of Sales (POS) 898,947 3,816
15 E-Commerce 66,137 454

Source: Payment Systems Indicators, 2078 Bhadra, Nepal Rastra Bank

The government of Nepal (GoN) has taken an initiative for a fully integrated and
automated e-payment of the transactions related to payouts and revenue collection.
Financial Controller General Office (FCGO) has rolled out G2B payment transactions for
Government offices as well as an E-payment system for revenue collection for various
revenue collecting offices of GoN. The ConnectIPS system from NCHL is currently providing
electronic revenue payment service directly through connected bank accounts. Various
Payment Service Providers including wallets are being used for digital payments of various
utilities provided by government offices and public enterprises. Payment of already
generated electronic vouchers for Government revenue collection can be done through
Payment Service Providers and wallets.

In the recent fiscal year, the use of Digital Payment of Revenue Collection has significantly
increased. The number of transactions and amount of revenue collection through
electronic medium via ConnectlPS has been increased in Post-Pandemic situations. Digital
Payment Services have also contributed in achieving revenue targets for the fiscal year
2019/20 amid the COVID pandemic.

2. Current Scenario of Electronic Revenue Payment

2.1 Legal and Policy Frameworks

e Nepal Rastra Bank Act, 2058 has an objective to develop a secure, healthy and efficient
system of payment and this act also gives authority to regulate, inspect, and supervise
payment, clearing, and settlement arrangements.

e Payment and Settlement Act, 2075 is one of the most important legal frameworks
that came into existence for Digital Payments in Nepal. NRB has been assigned with
the responsibility of issuance, revocation, or refusal of license to an entity to work as
a payment service provider or payment system operator.

e Income Tax Act, 2058, and Value Added Tax Act, 2052 both allow taxpayers to pay
their taxes through electronic means.
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Value Added Tax Act, 2052 has provision for refund of ten percent of the VAT amount
paid by a consumer on payment of a service or goods via electronic medium as per the
procedure set by Inland Revenue Department.

Government Transaction Directives, 2076 by Nepal Rastra Bank has defined procedures
for operating revenue accounts of the Government including provision for electronic
voucher and payment for revenue collection.

Directives for enrollment of Electronic Payment Service Providers in Revenue
Management Information System (RMIS), 2077 by Financial Controller General Office
has provisioned payment of Government revenue through electronic means via mobile
banking, internet banking, national & international payment cards, e-money(wallets)
and Interbank Payments( RTGS, National Payment Gateway, Inter Banking Payment
Connectivity).

Retail Payments Strategy, 2019 of Nepal Rastra Bank stated NRB envisaged to engage
with the Government for facilitating usage of the National Payment System for all
the payments/ receipts of the Government, instead of the Government requiring
establishing host to host connectivity with the Payment Service Providers (PSPs),
Payment System Operators (PSOs) and banks. It further stated NRB would make efforts
and coordinate with the Government to rationalize the limits set by the Government
to dovetail with the recent enhancements to limits made by it for digital payments.

NepalQR Standardization Framework and Guidelines, 2021 by Nepal Rastra Bank has
defined a framework for QR payments in Nepal. This framework has allowed PSOs to
operate QR Scheme/Network under NepalQR and also defined specification of QR
along with Interoperability compliance. QR pay is becoming the most commonly used
electronic payment means for retail payments in recent times.

VAT Refund to Consumer on Electronic Payment Procedure, 2076 defined procedures
for providing refund to consumers automatically on Electronic Payment. It requires
the merchant’s billing software as well as the payment system to be interlinked with
the Integrated Tax System of IRD.

Digital Nepal Framework, 2019 has enlisted National Payment Gateway, Mobile
Wallet Services, Encourage digital payments in Nepal, and Digital Payments Campaign
as digital initiatives under the Finance Sector of the framework which aims to propel
socio-economic growth in Nepal.
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2.2 Institutional Arrangements

Ministry of Finance is responsible for arranging policy framework for electronic

payment of revenue.

Nepal Rastra Bank:

o

Approves Payment Service Provider and Payment System Operator to perform
electronic payment for revenue collection.

Defines fees for Payment Service Provider and Payment System Operator to
provide electronic payment for revenue collection.

Has responsibility for Regulation, monitoring, evaluation, and penalizing Payment
Service Provider and Payment System Operator regarding revenue collection
from electronic means.

Financial Controller General Office

o

Has developed Revenue Management Information System (RMIS) to provide
electronic revenue payment service to all revenue collecting offices.

Provides service to taxpayers willing to pay revenue via electronic means and
provides alternative means for the payment.

Revenue Collecting Offices

o

o

Integrate the Internal Management Information System (MIS) with RMIS to
provide electronic payment service for revenue collection.

Mandatory for revenue collecting offices to use RMIS for accounting of revenue
collection.

Obligation to provide service only after receiving revenue on their office code.

Revenue Collecting Banks

o

o

Banks use RMIS for the generation of Electronic Bill Presentation Number
(Voucher) and revenue collection accounting.

Banks collaborate with Payment Service Providers to provide payment details to
RMIS.

e Payment Service Providers

o

Integrate one’s system with one of the revenue collecting banks to provide
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e-payment service.

O FCGO has authorized ConnectlIPS, a leading PSO for full automation of electronic
revenue payment.

2.3 Information System

Revenue Management Information System operated by Financial Controller General
Office is the core system for management of revenue accounting for federal and provincial
governments. RMIS is used by revenue collecting offices to manage information about
revenue accounting as well as electronic payment. Revenue Collecting Offices having their
own MIS have integrated their MIS with RMIS. For other offices which lack their own MIS,
they can use RMIS for revenue accounting as well as electronic payment.

3. Revenue Collection from Electronic means by IRD

Inland Revenue Department (IRD) has integrated the Integrated Tax System (ITS) with
RMIS such that taxpayers can submit their tax returns as well as generate EBP numbers
(voucher numbers) and pay their tax through ITS. RMIS provides an API interface for ITS
to generate EBP numbers and proceed for payment through web services. Currently,
ConnectIPS from Nepal Clearing House Ltd (NCHL) is authorized by FCGO for revenue
payment via RMIS. Once EBP number is generated from RMIS, taxpayers can pay their
taxes on that EBP via revenue collecting banks or wallets as well. Currently, other electronic
payment means including mobile banking, internet banking, electronic cards, wallets etc
are not provisioned for automation of electronic payment of revenue directly through
RMIS.

The current working procedure of RMIS for electronic revenue payment can be depicted
in figure 1. The Integrated Tax System of IRD is integrated with RMIS through web services.
Once a taxpayer gets logged in to ITS, they can provide revenue voucher details through
the taxpayer portal to RMIS. RMIS provides an EBP number for that transaction.

1. Revenue 3. Revenue i

Voucher Details Voucher Details

Revenue Management | and ESF

Information System
(RMIS)

5. Payment
tus

Sta
Payment Service a. Payment
x Details
Providers

(ConnectiPs, Wallets)

ssssss

Figure 1: Process for Electronic Revenue Collection (Source: FCGO)
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Taxpayers can visit revenue collecting banks and pay taxes against that EBP or use a
payment option that will allow them to pay directly through their bank accounts via
ConnectlIPS. Taxpayers can also use this EBP number to pay taxes from wallets, which are
integrated with some revenue collecting banks. However, wallets are not integrated with
RMIS therefore taxpayers are not able to pay taxes seamlessly from wallets via ITS.

Revenue Collection data of IRD shows tax revenue collection from electronic means is
significantly increasing each year. Number of EBP generated from ITS, number of electronic
payments and amount of revenue collected from electronic means in fiscal year 2076/77
and 2077/78 is depicted in table 2. The data shows an increase in the number of electronic
payment transactions as well as the amount of revenue collection via electronic payment
services.

Table 2: Electronic Revenue Collection trends

Fiscal Year Number of Electronic Payments | Revenue Collection Amount Rs.
2076/77 1,23,224 3,01,88,62,235
2077/78 5,41,840 11,07,71,99,357
2078/79 3,02,144 4,54,68,72,472

(Upto Kartik 23, 2078)

Source: Integrated Tax System, IRD

4. Issues in Electronic Collection of Revenue

Although taxpayers can electronically pay their taxes via wallets once EBP number is
generated from RMIS, payments against EBP are currently not available for mobile
banking, internet banking and electronic cards. Complete electronic revenue payment
is currently available only through ConnectIPS. ConnectIPS is integrated with the RMIS
such that taxpayers can conveniently pay their taxes online through this platform using
Integrated Tax System. However, it is not possible to pay taxes via other electronic means
directly from the Integrated Tax System. Taxpayers can pay their taxes against already
generated EBP via wallets or revenue collecting banks. Unless all electronic payment
means are fully integrated with RMIS, it is not possible to collect tax revenue from various
electronic payment means efficiently.

Revenue Payment from IRD’s mobile app is also available for ConnectIPS, however, due
to lack of integration between RMIS and mobile wallets and mobile banking apps, it is
currently not feasible to pay taxes directly through wallets and mobile banking apps in
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mobile platforms too. QR pay is another emerging mobile payment means, however,
QR pay is also not available for revenue payment due to similar reasons. RMIS needs to
be developed as a payment platform such that all electronic payment service providers
can be integrated and revenue payment could become seamless through any electronic
means.

National Payment Gateway and National Electronic Card system are currently not available
in Nepal, which are the core requirement for a robust electronic payment system.
Electronic Payment means from various Payment Service Providers and Payment System
Operators lack interoperability that hinders seamless electronic payment from one means
to another. Without National Payment Gateway and National Electronic Card System, it is
very difficult to integrate Electronic Card (Debit/Credit/Prepaid Cards) with RMIS as well
as revenue collecting offices such as Inland Revenue Department. Since the Electronic
Card systems are not integrated with RMIS, taxpayers are not able to pay taxes directly
from electronic cards. Similarly, the provision for Value Added Tax refund on electronic
payment is not massively applicable due to the lack of interoperability with payment card
systems.

5. Way Forward

The use of electronic payment means and its importance are increasing day by day in
each sector in Nepal. From retailer to revenue collection amount transaction of electronic
paymentisescalatingeachyear. Nepal RastraBankand Governmentagenciesare promoting
electronic payment services in every possible sector. Inland Revenue Department has
also promoted electronic payment by providing automatic Valued Added Tax refund on
electronic payment by consumers on their bank accounts. Portion of Revenue Collection
by Inland Revenue Department is also increasing each fiscal year. Use of electronic means
for revenue collection will be beneficial for both taxpayers and revenue authority. The
way forward for the enhancement of electronic revenue collection in Nepal is suggested
as follows:

a) Development of National Payment Gateway (NPG)

National Payment Gateway is the first and foremost requirement for a robust and seamless
electronic payment system in Nepal. All the Electronic Payment Service Providers shall
be integrated with NPG along with Card Payment Systems (Debit/Credit/Prepaid). Card
Payment Systems which are one of the most used electronic payment means will also be
able to integrate with other payment systems and MIS systems of Nepal. Nepal Rastra
Bank has planned to develop NPG by the end of the fiscal year 2078/79. It will also work
as a clearing mechanism for off-us transactions between payment service providers.
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b) Development of RMIS as Electronic Payment Platform for Revenue Collection

FCGO has planned to develop RMIS as a platform where all electronic payment service
providers can be integrated for electronic revenue collection. Once RMIS as a platform is
integrated with all the payment service providers, revenue collection could be achieved
seamlessly from any electronic means preferred by taxpayers directly from Integrated Tax
System.

c) Revenue Collection from mobile platform

Mobile platforms are the most convenient device for electronic payment nowadays.
Mobile app of IRD currently provides electronic revenue payment via ConnectlIPS.
Once RMIS provides an interface for integration of payment service providers in mobile
platforms, IRD can also add electronic payment service from mobile banking and wallets
via IRD Nepal app.

d) QR pay for Revenue Collection

With the standardization of QR payment through NepalQR Standardization Framework
and Guidelines, 2021 used by Nepal Rastra Bank, QR Pay is becoming one of the most
used electronic payment means in Nepal. Wallets as well as Mobile Banking apps are
providing QR scan and pay service to their customers mostly for retail payments. Based
on the same Framework, QR pay can be utilized for revenue collection by IRD once mobile
banking apps and wallets are fully integrated with RMIS for revenue collection. This will
significantly enhance taxpayers ease for revenue payment.

e) Digital Literacy and Taxpayer Education

As electronic payments involve usages of modern technology, the issue of user acceptance
comes to the forefront. People need to start accepting the new mode of payments
(through technological changes). The use of digital payments cannot grow unless people
are used to and comfortable with the method of newly developed and introduced
payments instruments. This applies for changing their payment behavior from cash to
non-cash mode too. Adoption of electronic payment mode will be achieved only after
taxpayers are convinced that it is gradually beneficial from several aspects - from cost,
time, and convenience viewpoint. Digital literacy and taxpayer education need to be
enhanced so that electronic payment means are used by more taxpayers in future. IRD
can develop audio-visual materials and social media campaigns to increase effectiveness
of the taxpayer awareness programs.
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6. Conclusion

Recent advancement in technology has changed how people makes their day-to-day
transactions. Electronic Payment services are becoming popular in Nepal day-by-day
because of the convenience and time savings. Perspective Covid-19 restrictions in recent
years have added more value toit. The use of electronic revenue collectionis alsoincreasing
each year. Electronic Payment is becoming popular means for revenue collection amid the
COVID-19 pandemic. As it enhances the transparency of the transactions as well as helps
in social distancing. The Government of Nepal’s initiatives regarding electronic revenue
collection have contributed in enhancing taxpayer service and collecting revenue, however,
the government needs to develop an integrated platform for digital payment that will allow
taxpayers to conveniently pay their taxes through any electronic means including Card
Payment Systems, Wallets, Mobile Banking, E-Banking, QR-Pay etc. This will significantly
enhance taxpayer service quality as well as increase the Doing Business Index of Nepal
in Paying Taxes. RMIS needs to be enhanced to work as a national payment platform. IRD
also needs to focus on taxpayer awareness to increase use of digital payment as well as
other digital services. National Payment Gateway and National Electronic Card System
are also essential for developing robust electronic payment systems, which will also be a
milestone for development of seamless electronic revenue collection mechanism. Only
after the establishment of the NPG, Valued Added Tax Refund on electronic payment
policy of IRD will be fully implementable in all electronic payment means. With NPG and
interoperability mechanism between electronic payment means the electronic payment
ecosystem of Nepal will become robust and more user friendly; at the same time revenue
collection through electronic means will be more convenient. Nepal Rastra Bank, Ministry
of Finance, Financial Controller General Office, Inland Revenue Department and other
stakeholders need to converge their joint effort for improvement of a digital payment
mechanism, which will in turn help to achieve goals of Digital Nepal Framework, 2019.
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Areas of Improvement in Tax Administration

b Ram Chandra Poudel

A. Introduction:

Tax is the revenue of the government. It is collected by the authorities assigned to collect
it. Inland Revenue Department is the official entity to collect tax revenue in Nepal. Inland
Revenue Department (IRD) has set itself as a leading public entity in revenue mobilization
through quality service delivery by means of networks of organizational structure, skilled
and motivated human resources, and modern information technology. It has been
rendering its services in less time, cost, and effort to the general public as well as other
stakeholders. As a result of coordination and cooperation with stakeholders, the level of
taxpayer participation and compliance has increased significantly. It has operationalized
84 offices nationwide (1 Large Taxpayer Office, 1 Medium Level Taxpayer Office, 43 Inland
Revenue Offices, and 39 Taxpayer Service Offices) in nationwide business centers with
increasing economic activities to deliver tax-related services to a variety of taxpayers near
to their doorsteps.

The history of taxation in Nepal dates back to antiquity. Nevertheless, the modern tax
system gained momentum with the establishment of democracy, and the implementation
of the first consolidated budget took place in 1951.

Department has accepted the challenge imposed by the COVID-19 pandemic and has
utilized it as an opportunity to enhance the online services that ensure equal access to
taxpayers anywhere. Moreover, it has significantly reduced the obligation to the taxpayer
to physically visit tax offices. Using online services an individual can get the Permanent
Account Number (PAN), make payments of taxes levied, access to one's tax account as
well as submit tax returns. The initiatives taken for simplifying business processes,
expanding the coverage of online services, and rendering automated services are in line
with the broad transformational objective of the government towards Digital Nepal. IRD
has maintained itself as a leading entity in rendering high-quality service through system
interconnection with systems of various stakeholders.

Department has taken self-assessment of taxes by the taxpayers as the base principle of
taxation. It has set taxpayer facilitation and taxpayer satisfaction as its high priority

Director, Office of Auditors General Nepal
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objectives. It is committed to broadening the tax net, educating the taxpayers, training
the tax officials, and consequently increasing the revenue base to contribute to the
development and prosperity of the nation. IRD is continuously providing improved services
to the taxpayers with good-governance practices through coordinated approach and
collaborative efforts.

The tasks of tax administrators and that of the taxpayers have been enhanced and made
transparent as well as efficient through the deployment of information technology-
enabled services. These online services are accessible from anywhere through internet
connectivity that ultimately contributes to the development and prosperity of the country.

B. Areas of Improvement:

Though there is enough progress made by IRD and other entities. The following are the
major areas to be addressed in tax administration.

1. Revenue management and expansion of its scope: The major portion of the tax is
collected in import. So other areas are to be found and explored.

2.  Tax Exemption through Fiscal Act: The international practice of submitting the data
of tax amount exemption by Fiscal Act to the Parliament is to be strictly followed in
our context too. The Tax exemption provided by the Special Act, Loan or grant
agreement is to be monitored either it is used or not for the intended purpose. The
data of tax exemption are to be presented in detail in the parliament.

3. Review of non-tax revenue: The non-tax revenue is to be reviewed at a certain
interval of time. It is to be reviewed by considering the cost of service delivery, use
of information technology, and time.

4, Collection of tax back-logs: The Act for the collection of tax backlogs should be
introduced. The Tax exemption in the following year should be reduced and finally
terminated.

5. Inclusion of virtual transactions in tax: Tax evasion is seen in social media, social
networks, virtual meeting platforms, online business, and boundary-less forms. It
must be kept in legal aspects.

6.  Improvingintax audit: The tax audit under theriskis to be improved to the desirable
limits.

7. Right taxation: The capacity development of tax personnel and peer evaluation
under risk areas are to be addressed for the right taxation.
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10.

11.

12.

13.

14.

15.

16.

17.

18.

Certification of the income statement: The auditor responsible for the income
certification should be reviewed under certain points. The auditors must examine
the common points while certifying the income statements of taxpayers. If s/he fails
to comply with the common points, then they should be punished.

Improvement in existing Information Technology System: The present IT system
should be improved in such a way that the financial statement of Inland Revenue
should be automatically prepared and back-logs recovered should be automatically
reconciled in the system. Likewise, the report of tax audit uploaded in the system
and there should be the reconciliation between Integrated tax system and
RIMS(Revenue Information management system).

Faceless tax system: The extensive use of IT should be directed to the faceless tax
system. Artificial intelligence should be used in tax audits and research purposes.

Online monitoring of billing: The online monitoring of billing issued by taxpayers
should be used for all taxpayers’ billings. Market monitoring should be made more
effective.

Integration between firm registration entity and tax entity: Tax information
network should be built by maintaining online integration of information from the
firm (Industry, Business, Profession, Trade, Organization e.t.c.) registering as well as
regulating agencies.

Settlement of Tax issues: The determination of tax should be made in time and
issues raised in this regard must be settled through legal and institutional setups by
studying current situations and best practices.

Related Party Transaction: The Transaction should be based on Arms Length. It
implies actual transactions between competent parties.

Tax participation: Therelation with international organizations should be maintained
by exchanging information pertaining to tax.

Increase in tax services: The services to the taxpayers are to be increased to the
desirable limits. It is to be collected near to the taxpayers. So the real tax amount
can be collected and tax evasion can be maintained to tolerable limits.

Disclosure of Customs Goods, Classification, and Valuation: It is to be reality-based.
The inter countries customs administration are to be shared for the actual valuation
of goods.

Sharing of Information between entities and Effective market Monitoring: The
Information is to be shared between entities associated with financial transactions
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of the taxpayers so that Minimum valuation in customs, valuation of land and
building, less invoicing in markets, fewer disclosures of rent of land and building can
be addressed. It helps to collect the real tax from the taxpayers.

It is also spelled out in 58th Auditor General’s Annual Report that the aforementioned
points for the better tax administration that ensures improvement in tax administration.

C. International tax Practices (China):

Effective tax planning is a boon for companies operating in an increasingly complex
international tax environment, with tax-efficient structures, improved internal functions,
and company-wide processes essential components of a winning plan.

Key focus areas:

In recent years, the Chinese tax authorities have focused on issues such as location-
specific advantages (LSAs), the local economic ownership of intangibles, and restructuring
transactions. China's tax authorities have particularly emphasized value chain analysis,
which advocates function and risk review of all entities involved in related-party
transactions, and then assesses the profit allocation among those entities. This may
sometimesresultinthe utilization of the profit split method for transfer pricing adjustments
to account for local non-routine contributions. The increased focus on intangibles applies
not only to technology but also to marketing intangibles. By examining the economic
substance of a transaction (primarily the location of people, functions, associated assets,
and actual control over risk) the Chinese tax authorities have attempted to scrutinize the
potential creation of local intangibles by taxpayers. If the Chinese tax authorities determine
that local intangibles have been developed, and appropriately determined portion of the
residual profit would be demanded as an allocation to China. Chinese entities that are
compensated with routine returns while creating non-routine value (from the Chinese tax
authorities' perspective) in the form of certain R&D, brand building, or market-penetrating
activities, have been in the spotlight. In those cases, compensation based on the cost-plus
method would not be satisfactory to Chinese tax authorities. According to recent
observations, many local tax authorities have shown a more open-minded attitude when
communicating with taxpayers, and encourage taxpayers to make voluntary 'self-
adjustments' before the authorities initiate formal investigations and adjustments.

D. Conclusion:

Tax administration is for a win-win situation for both the parties i.e., taxpayers and tax
collection authority. The areas above mentioned are to be addressed for the better of tax
collection and eventually tax administration. The issues associated with tax administration
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are to be settled on a regular basis. The self-declaration of tax is to be enhanced and the
self-declaration are be verified on a regular interval of time through the tax authorities.
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Social Media Platform and Taxation
b CA. Ananda Raj Sharma Wagle

1. Background

Itis a general rule of income tax that all the revenue income by whatever name called, are
to be taxed unless specifically exempted by the law of land, and similarly, all the capital
gains are exempted unless specially taxed. The income generated through the online
portals is all taxed unless the Income Tax Act of the land exempts it. The service fee,
professional fee, sale of goods or services are all taxed whether it is physically/virtually
sold or rendered. Due to the rapid changes in technology the mode of trades and business
in domestic territory with limited geography location has transformed to the global reach
of the business through e-commerce. The reach and rapid circulation of information
through social media attract the business entity to sell its product and services through
this mode. People prefer to work, serve and sell/ purchase virtually than through physical
mode in post COVID era of the new normal. The platform like social media has helped
people to generate income globally. The income generated by these global platforms is to
be levied or to be charged in every country related to their business connection. The
country where the services are rendered are the criteria for recognition of income, thus
the tax has to be levied based on the service provided by such a global platform. The
collection of tax becomes difficult as these global platforms do not get registered or
establish its permanent establishment in each and every country.

Social media has become inordinately important and essential to us. From communication
to entertainment to shopping, it is the one-stop solution for our various needs. The
number of people using social media has grown at an exponential rate over the last
decade. They already account for 57% of the global population, and this number is likely
to continue to rise. Hence, influencer marketing has become an important aspect of a
brand's overall marketing strategy and is seen as an efficient way to reach out to a target
audience and raise awareness. Sponsorships and ad money, among other things, can be
lucrative for social media influencers.

The individual or entity whether incorporated or unincorporated is earning income

through social media. The Nepalese Income Tax has not exempted the taxation on such

income yet the collection of tax through such platforms is difficult because of lack of

control over taxpayer transactions and absence of nexus for identification of the point of
FCA, DIpIFR (ACCAUK)

“wafogs HX GeWThaTT stfafy: qumew, faeme 3 wwfe” THTHT 00T| 293




services. This article tries to put light on the issue of how social media platforms generate
income and the ways out for keeping control over such transactions by the Government
to levy and collect the tax.

2. What is social media?

Social media are interactive technologies that allow the creation or sharing and exchange
of information, ideas, interests, and other forms of expression via virtual communities
and networks. Users usually access social media services via web-based applications on
desktops laptops or mobile-based applications. Some of the most popular social media
websites, with more than 100 million registered users are Facebook, Facebook messengers,
TikTok, WeChat, Instagram, Qzone, Weibo, Twitter, Tumblr, Bai du Tieba and LinkdIn.
Depending on interpretation, the other popular platforms that are sometimes referred to
as social media services also include YouTube, Whatsapp, Viber, Snapchat, Line, Telegram,
Microsoft Team, Zoom, and many more.

3. Parties Involved in digital transactions through social media

Generally, transactions through online social media involve two major parties. The
classification is important from chargeability and collection of tax. The parties are:

3.1 Social Media Influencer: include all taxpayers, both individuals, and corporations,
receiving income, in cash or kind, from social media sites and platforms in from any other
activities performed on such social media channels. These influencers are liable to pay
income tax and business tax (either percentage or value-added tax) unless exempted
under the Tax Code, as amended, and other existing laws.

3.2 Social media Platform: Social media platforms are the service provider which allows
social media influencer to create content, exchange their views, sell product and services
on the platform. Social media is thus a collective term for websites and applications
that focus on communication, community-based input, interaction, content-sharing,
and collaboration. Depending upon the service provided the social media platforms can
be classified as under :

i. Social network: Facebook, Twitter, LinkedIn etc.
ii. Media sharing Networks: Instagram, Snapchat, Youtube etc.
iii. Discussion forum: Reditt, Quora, Digg etc.

iv. Bookmarking & Content curation Network: Pinterest, Flipboard etc
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v. Consumer review networks: Tripadvisor, Zomato,Yelp etc

vi. Chat and Communication network: Whatsapp, Viber, Line, etc

4. How revenue is generated?

Both parties generate income from the transaction through social media networks. The
revenue in the case of Social media influencers and social media platforms differ in nature.
Following are the ways how both parties make money out of such transactions.

4.1 Social Media Influencer: earns money out of social media in seven
different forms as below.

i Join the “Partner Program” (for example YouTube calls it YPP) — this gives you
permissions to operate on the platform subject to certain criteria

ii.  Selling of merchandise on the platform. This can be your own or an approved seller.

iii. Create sponsored content — for example, if you are promoting clothing, they will be
paid by a clothing brand to promote their product

iv.  Become an affiliate partner Monetization is done by getting subscribers to access
and watch your videos.

V. Earning income direct from users (Direct payments by fans)
vi.  Access Crowd Funding

vii. Licence their content to the media

4.2 Social media platform earns money out of advertisement, display of products, and
promotion and publicity of business products and services in the platforms apart from
subscriptions and membership fee for selling of information. The rate of earnings depends
upon the subscriptions and reach of the platform in a wide area. The subscriptions and
reach depend upon the contents, location, and service of the platform. The revenue is
generated across the world in different territories and countries. The nexus and control
over such income should be made by the country where such income is generated or
service is provided.
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5. Chargeability of such transaction:

5.1 Social Media Influencer: The income tax is attracted for any income generated by the
social media influencer barring some exemption allowed to the individual taxpayers. At
the same time if the social media influencer generate income exceeding the threshold of
exemption will also attract them to pay Value Added TAX ( VAT ) on such transactions.

To constitute gains or profits, the payments received by a social media influencer must be
in consideration for services rendered or to be rendered, irrespective of the manner or
form of payment. As such, if the influencers receive free products in exchange for
promotion, they must declare the fair value of such products as income. In addition,
income treated as royalties originating from another country shall likewise be included in
the computation of the gross income. An example of such royalties is payments from
YouTube, through any other agreement between the content creator and YouTube.

The social media influencer can also claim the general deduction for the expenses incurred
as related to the business. For example YouTubers, common business expenses include,
but are not limited to, (1) filming expenses, (2) computer equipment, (3) subscription and
software expenses, (4) internet and communication expenses, (5) home office expenses,
(6) office supplies, (7) business expenses, (9) depreciation expenses, (10) bank charges,
and (11) shipping, etc.

Depending upon the nature of services of social media influencers those expenses directly
related to the business can be claimed by whatsoever name. As a general business, the
tax return has to be filled under Self-assessment of the income by the social media
influencer.

5.2 Social Media Platform: The social media platform which provides services in the form
of selling of information, exchange of ideas, publicity of the products and services to the
business world. They earn income from the publicity of the goods and services as well as
the subscriptions and membership fee across the world. The Tax Authority of every
country collects tax from such activity which is deemed to accrue or arise at their country
only. In other words, social media platforms pay the tax on global income in the country
where it is registered while at the different countries it pays tax related to the business
they generate from the individual country with such business connections only.

6. Challenges of collection of tax

Following are the challenges that are more likely to be faced by the tax authorities in
levying the tax on such income and the collection of such tax. Even though the digital
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transaction is done through social media are taxable as per Income Tax Act and VAT Act,
yet there are difficulties in collecting the taxes because of the following reasons.

i) The social media influencer is difficult in tracking as not everyone is motivated to get
themselves registered in tax Authorities.

ii)  The local sales of services are yet difficult to track as the payment of services are
received in the personal amount resulting in evasion of taxation.

iii)  Social media platforms do not get themselves registered in the country nor do they
establish any permanent establishment in the country where they provide services
or payment is received.

iv)] The absence of resources or technology adopted by the government to track the
payment of each digital transaction.

v)  The establishment of nexus of the location of service provider, an influencer is the
receiver is difficult to identify and is also difficult to take the track record of each
transaction by the Current resources of the Government.

vi) If the TDS collection on the service provider is omitted the more likely is the chances
of omission in the collection of the full amount of tax on such transaction. Thus the

scope of tax evasion exists which is difficult to track.

7. Solution to levy tax and collect it

The solution is to establish control over such transactions. Nepal Government can do this
by establishing the technology or the system which will generate the unique code for any
transaction done through social media or online platforms which will keep track records
of every payment and transaction done through online social media. There are global
service providers which can keep the records of each transaction made online collect the
withholding taxes on such payment and deposit the amount to the government on a real-
time basis.

8. Conclusion

The future of business is all online the majority of the transactions in a decade from now
will be based on e-commerce. The outbreak of coronavirus has played the role of catalyst
in converting online transactions at a high-speed rate in a developing country like ours.
Thus the method of computations and collection of tax has to be proactively transformed
by the tax authorities of Nepal like many other countries in the world. The adoption of
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technology will give the solution of levy and collection of the tax which is already taxable
by the Act and chances of evasion are tapped by the adopted technology itself being
within the ambit of the existing law and prevailing Act.
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E-governance: An Overview of E-Taxation in Nepal
& Ramesh Subedi

Background

In the early 90s, e-governance became global pursuit, landlocked/least developed country
Nepal has its own challenge to connect the world. Although, the Nepal government,
issued the first Information Technology policy in 2000 which lead to the initiative for policy
transformation. “2000 AD — Only 0.2% of the total population had access to the internet.
Whereas few government initiatives were involved in IT systems like 1961 AD, Facet
Computer for Census for the first time. 1995 AD — Internet service limiting Email facility in
Nepal by private sector company, Mercantile Communications” (https://techsansar.com/
computer-history-nepal/). In 3 decades period, Nepal has drastically changed the use of
ICT services in the public and private sectors. Online Company registration system was
fully launched in 2013, online form collection for Machine Readable Passport, Digital
Record-Keeping in land management. E-Banking Service, e-ticketing for airlines, online
hotel booking system. As Albert Einstein once said, “In the middle of a difficulty lies
opportunity.” COVID-19 also helps to refine/transform of governance system into an
e-governance system. According to “United Nations Department of Economic and Social
Affairs (UNDESA)” Electronic Government Survey 2020, Nepal is placed in E-Government
Development Index 0.4699 and ranked in 132/193 as well as E-Participation Index of
0.3690 with overall ranking of 137 out of 193.

E-governance

It is the process of transforming the governance system into ICT enable governance
system. This helps to reduce distance, cost, and high availability as well as some threats of
misuse of data/information, maintain the digital divide, need to increase digital literacy.
Worldbank defines “E-Government” refers to the use by government agencies of
information technologies (such as Wide Area Networks, the Internet, and mobile
computing) that have the ability to transform relations with citizens, businesses, and
other arms of government. E-governance has been defined in numerous ways by scholars.
For instance, Oni, Okunoye&Mbarika (2016) stated that e-governance constitutes “the
appropriate use of ICT to achieve the goals of the governments of nations for a reformed
public sector and ultimately for improved economic development...”. Adah (2015) viewed
e-governance as “a broad vision of the utilization of Information and communication
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technology in government businesses with the primary aim of encouraging greater
participation in the state, as well as enhancing the relationship between the government
and citizens”. Abasilim and Edet (2015) deduce e-governance to mean “the use of ICTs in
the operations of government businesses, put in another way, it is the shift from the
traditional method of carrying out government activities which is mainly hierarchical,
linear, and one-way to the use of internet which enables the public to seek information at
their own convenience and not really having to visit the office in person or when
government office is open”.Okwueze (2010)defines e-governance as “a governmental
type aimed at achieving effective service delivery from the government to citizens, moving
governancefromtraditionalistbureaucratizationtomodernistparticipatoryadministration.
E-governance is not just merely computerizing existing government; it is transforming the
existinggovernment. E-governanceisthe ICT-enabled route to achieving good governance”.

Public Service Delivery

It is the method of supply of services from basic to sophisticated by the government itself
or with the help of non-state actors. In another way, public service delivery has to do with
the provision of those services which are funded by the government. Eigeman (2007)
views public service delivery as anything provided to the citizens by the government. He
pointed out that public service delivery goes beyond an individual character and looks at
the interest of the citizen collective, groups of people. The government performs acts that
are of service to citizens, which creates possibilities for citizens (including companies and
organizations), to do things that would not have been possible without the government’s
involvement, or that make it easier for them to do things. Humphreys (1998) defines
public service delivery as the provision of “those services which are mainly, or completely,
funded by taxation. As such, they can differ markedly from commercial private sector
services in a number of ways. These differences need to be both acknowledged and
discussed, because of their potential implications for the development of delivery
systems”. According to Asian Development Bank (2013), public service delivery refers to
the provisioning of basic services, such as water, sanitation, and primary education. Such
services cannot be left to the market alone since these services have the characteristics of
public goods.

E-taxation.

Taxation is the necessary avenue for government revenue generation. In The Wealth of
Nations (1776), Adam Smith argued that taxation should follow the four principles of
fairness, certainty, convenience, and efficiency. Digital/electronic taxation refers the
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electronic eco-system of tax registration, tax compliance, tax enforcement, tax collection/
payment. Interconnection of data with various government agencies such as custom data,
business registration data, share purchase agreement data, share transfer data, land
registration, and transfer data. Maintain electronic data repository and analysis of various
prospective use of artificial intelligence to minimize tax evasion risk, transfer pricing risk
and so on which help to create a conducive environment of investment. Aliyu & Sambo
(2016) refer to taxation as “a system of payment that individuals and firms are legally
required to make to the government. It is a compulsory transfer of money from private
individuals and groups or institutions to the government”

Digital transformation of tax administrations

Digitalization and emerging technologies have opened the doors to new opportunities
not just for businesses, but for tax administrators as well to transform their day-to-day
operations. Tax authorities are harnessing the power of new technologies such as big data
and advanced analytics to improve tax administration, counter fraud and facilitate
taxpayer compliance. As countries move toward digitizing their tax administration, their
efforts can often follow a similar pattern, aligning with different levels of digitization. The
move to digitization is not necessarily linear, nor should higher levels of digitization be
viewed as the ultimate goal of either taxpayers or tax authorities.

Currently, certain technology trends, including Big Data, analytics, Artificial Intelligence
(Al), machine learning, the Internet of Things (loT), mobility, and cloud computing are all
having a huge impact on tax administrations. Taken individually or together, these trends
have the power to increase taxpayer satisfaction, empower tax agency employees,
optimize operations and modernize services. This is where digital transformation comes
in.

Nepalese scenario

The Nepalese tax authorities have been adopting digital technology (IT). The IT systems
implemented so far have helped direct taxpayers applying for tax registrations online,
e-payment of taxes, e-filing of tax returns, for indirect tax as well, with the implementation
of the Value Added Tax (VAT), computerized vat return, and Audit Trail Report (ATR) were
implemented.
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Currently Used Tools can be summarized as follows.

E-Filing: In Nepal, Electronic form is developed for filing tax returns for VAT, Income
tax, and Excise. It is compulsory to file electronically. Nepal was a pioneer in the
implementation of the Value-Added System and from the beginning return used to be
entered in computerized systems. Nowadays, taxpayers can easily file returns from
their workplaces.

Online Tax Payment: Nepal implemented online tax payment using ConnectIPS since
2018.

Integrated Tax System (ITS): Nepal is using an Integrated Tax System for Taxpayer
record management. Since Income Tax, Value Added Tax, and Excise are regulated by
a single department that is Inland Revenue Department (IRD), taxpayers' records are
unified within asingle platform. It allows cross-validation of data provided by taxpayers.

New Revenue Management Information System (New RMIS): The RMIS is a web-based
software that keeps track of the government’s revenue collection implemented by
FCGO.

Centralized Billing Monitoring System (CBMS): In this system, real-time billing
information is extracted by tax authorities. Initially, Big taxpayers are kept in monitoring
using this system, the department is planning to bring all taxpayers registered in VAT
under this system.

Mismatch Report: Inland Revenue Department has made it mandatory to report the
name of taxpayers with whom the transaction is greater than one lakh. Using data
from the reporting system, the department generates mismatch reports, and it’s being
used in the amended assessment.

ASYCUDA World: The Automated System for Customs Data (ASYCUDA World) is a
computerized system designed by the United Nations Conference on Trade and
Development (UNCTAD) to administer a country's customs. Nepal is currently using
ASYCUDA World to administer customs.

Nepalese Tax System in reform

The Nepalese tax system basically focuses on tax revenue administration, Inland Revenue
Department has been continuously reformed from the initial phase. Policy reform,
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structural reform, behavioral reform, as well as Technological reform. According to the
Second Strategic plan 2018/19- 2022/23, Overall Objective is “Ensure equitable,
Progressive, transparent and predictable tax system” and having four pillars, one is
strengthened structure and system which clearly mention “Optimized Full Scale of
e-Governance System”.

Strategy 4.4: Optimize Full-scale e-Governance System Actions

Strengthen and implement excise automation software and hardware to withdraw
physical control system in excise administration

e Integrate all existing hardware and software into an Integrated Tax System (ITS),
e Enhance the technical capacity of ICT infrastructure and network,
e Improve ICT security architecture and carry out an audit of ICT system intermittently,

e Enhance the capacity of Disaster Recovery Centre (DRC) to ensure the security of
taxpayers' data,

e Strengthen hardware and software of CBMS and ITS,
e Introduce a comprehensive data mining system and taxpayers' information system,

e Introduce and update software and application modules to collect tax returns and tax
payments,

e Collaborate with federal, provincial, and local government organizations to develop
ICT infrastructure to share information and to collect tax.

FUTURE WAYFORWARD

Keeping the mind on a few challenges in taxation like lack of human and financial resources,
lack of digital literacy and taxpayer education as well as taxation of the digital economy,
Inland Revenue Department has to provide prompt, transparent, open services to the
Government of Nepal has embarked on introducing the unified system to serve the citizen.
IRD has been using different digital tools to make an efficient tax system. Due to increased
complexity, the following should be taken into consideration.

e Simplification and Standardization of tax administration processes

e Robust E-Payment system, which Increases level of tax collection by improving tax
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accounting /tax registration, tax payment, tax assessment, tax debt, etc/, making tax
assessment realistic, simplifying the tax payment process, introducing various payment
channels and tools, and modernizing tax collection and enforcement techniques,

* Increase the tax base through research and development of three tire government
architecture,

e Introduce risk management system which allows monitoring self-declared taxes
without human intervention and based on third-party information. Since it will be
system monitored with no human involvement the taxpayers will be treated fairly,
equitably, and unbiased. Thus, it will block the negative possibilities of tax avoidance
and fraud through various means like preparing two different tax returns, etc.

* Increase tax compliance rate through using digital media, alert system and timely
notification system using SMS, taxpayer portal notification,

e Update the system in order to achieve the above-mentioned objectives. The selection
of sophisticated solutions is of vital importance here.

e Reduction of Tax Avoidance and Evasion
e Data-Driven Audits and Investigations
e Taxpayer education and digital literacy

e Intelligence exchange with competent authorities
e Capacity enhancement of Tax Officials and ICT Infrastructure
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