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NICCI holds pre-budget Interaction with Tax and Customs Officials

New Zealander Edmund Hillary and Nepalese Tenzing Norgay reached the top of Mount
Everest, the highest mountain in the world, at 11:30 a.m. on May 29, 1953.

Nepal-India Cham-ber of Commerce &Industry (NICCI)held a Pre-budgetInteraction pro-gram on Sunday,18th May in Kath-mandu in a bid toprovide suggestionsfor the upcomingbudget and to dis-cuss on budgetaryissues of its memberorganizations.Mr. Tanka ManiSharma, DirectorGeneral and histeam from Inland Revenue Department and Mr. Surya PrasadAcharya, Director General and his team from Department ofCustoms as well as officials from Ministry of Finance were pre-sent from the Government of Nepal whereas office bearers andExecutive Committee member as well as representatives from
NICCI member organizations including Indian joint ven-ture industries were present. NICCI has been pushing foramendments to Income Tax Act, Value Added Tax Act andExcise Act, among others.

Continued on page 2
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The meeting discussed onthe budgetary issues relatedto Income Tax Act 2058, Ex-cise Duty Act 2058, VAT Act2052 as well as Departmentof Customs. The discussioncovered the issues likeproper implementation ofDTAA, setoff losses of onebusiness to another withinsame PAN number, problemin remittance of dividendagainst investment in theform of machinery, delay inrefund of pre-deposits formatters ruled in favour ofassessee, add back to assetswritten down value, repairsand maintenance cost in excess of 7% of asset WDV and itsconditions, an additional option of bank guarantee instead ofcash deposit while filing for tax review, income tax related toresidential and non-residential people etc.Similarly the meeting also discussed issues related to ExciseLaw such as proposal to review blanket restriction in claimingcredit on duty and to make a law in the line with internationalpractice for bifurcation of packaging materials into primaryand secondary packing, prescribed natural process loss of 2%to liquor industry to be allowed on regular basis without har-assment, provision for the Re-refining of liquors in Directiveof Excise Duty 2068 and incorporating this provision in theAct itself to give legal status and to remove ambiguity etc.Likewise, regarding the Department of Customs, issues likeduty of raw material to be less than that of finished goods,control of infiltration of product through the open borderwhere similar or sometimes spurious products which come inat cheaper rates, promotion of SAFTA trade, which is nowvery minimal despite somany years of its practice,currency and signaturemismatch problem inSAFTA documents andmismatch in custom tar-iffs, proposal to add athreshold in term ofmoney in addition to al-ready mentioned 60% oftotal sales for makinglarge industries eligible toimport raw materialagainst bank guarantee forimport duty on raw mate-rials, various products andfacility of test marketing ofthe products from the par-

ent company to subsidiaryJVs in Nepal in certain per-centage of their turnoverwere discussed.Regarding hydropowerissues related to Ministry ofFinance like VAT subsidyfor civil construction worksof hydropower projectsthrough budget, provisionof full tax holiday for first10 years and 50% for fiveyears thereafter as men-tioned in Income Tax Act2058 and draft ElectricityBill 2064 and to reflect thesame in the budget for F/Y2070/71, equal treatment on registration charge for foreignloan related pledge documents at par with registration chargeagainst domestic loan related registrations which prescribesfor registration charge @ 0.0001% only, equal treatment of taxexemption while paying interest to local banks/financial insti-tutions and foreign bank/financial institutions, and provisionfor PPA in foreign currency to attract FDI in big projects bydeveloping Exchange Risk Mitigation Mechanism acceptable toall the parties were proposed.
Mr. Surya Prasad Acharya, DG, Dept of Customs:Regarding SAAFTA issue related to problem in verification ofsignature on SAAFTA documents, Mr. Surya Prasad Acharya,Director General at Department of Customs explained thatsuch happens when signing authorities are transferred andwhich takes some time to replace specimen signature by pro-cedure itself. He further said “My understanding here is signa-ture must be verified. When concerned signing authorities aretransferred in India, in that case, sometimes that specimencomes little bit late, because specimen signature first goes toSAARC Secretariat, thenMinistry of Foreign Af-fairs, then that goes toMinistry of Commerceand Supplies and then itcomes to Department ofCustoms via Minister ofFinance then we send tothe Custom Offices. Wediscussed this issue inthe past also, it will besomething facilitationrequired, so we will doon that and it should besorted out at the opera-tional level.”
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Regarding Indian rupee andUSD issue Mr. Acharya said“I think that has been solvedright now. About retentionmoney refund, you have toask for money timely, if thecases are genuine, then wewill be facilitating those is-sues, otherwise we will giveour opinion. It will be sortedout at the operational level.”Regarding the HS Code con-sistency between the twocustom offices, Customs Di-rector General said “recentlyfrom 15 July 2013, we haveupgraded and implemented the HS versions of 2012 replacingHS Code 2007. This harmonizes the HS code. So now it shouldnot be a problem. You can come to Customs Department also,and then we will be sorting out these problems making the har-monizing of one custom to another customs in the right way.”About problems in the containerized cargo, Mr. Acharya said“After a long effort, now the draft guide/procedure is ready forthe discussion. Unofficially I had shared copy of the draft withconcerned stakeholders for their study two weeks back. Shortlywe will be inviting private sector for discussion and finalize it.”Speaking on computer problem in Birgunj dryport and BirgunjCustoms, Director General Mr. Acharya said “Our vision is weare going to replace our existing ASYCUDA++ system by ASY-CUDA World which will be a web based system.  Recently wehave asked for a proposal with United Nations Conference onTrade and Development (UNCTAD). Shortly they are going tosubmit a proposal and withintwo months we finalize theissue. So we are going to pro-cure the system and in twoyears Nepal’s Customs Auto-mation Systems will be up-graded in web based system. Ibelieve, soon, Nepal’s cus-toms will be very efficientwith web based technologyand many facilitative IT Solu-tions  and options whereinyou can submit your Pragya-pan Patra, single administra-tive document from yourbusiness firm. For the timebeing, if any problem comes

in ASYCUDA++, manual sys-tem will be there and addi-tional server will be pro-vided to those major customoffices basically at Birgunj,Dryport, Biratnagar, Bhaira-hawa, TIA.”Sharing the plans andachievements of Departmentof Customs, DG Mr. Acharyasaid “In IT part of our Cus-toms Offices which are tak-ing place to make our systemhassle-free, first one is unin-terrupted inter connectivity,24 hours and 365 days. Forthis, we are going to provide two linkages- one from the pri-vate internet service provider and next one will be the NTC.These two will be combined in one junction. When oneserver becomes remote, next server will automatically pickup and provide the connectivity. So we are going to solve theconnectivity issue, by July 15. Second one is the problem ofpower supply, for which there will be ample back up withsolar and battery. These two basic and most essential infra-structures will be provided by July 15 of this year to all themajor custom points.”Regarding the problem of twitting or using FaceBook, hesaid they have banned using such social network duringoffice hours and now the system doesn’t allow using suchtype of communication.
Mr. Tanka Mani Sharma, DG, Dept of IRD:Speaking at the program,Mr. Tanka Mani Sharma,Director General of theInland Revenue Depart-ment (IRD), said the de-partment would forwardsuggestions to the con-cerned government agen-cies. He also informed thatIRD has established griev-ances hearing mechanismand administrative reviewmechanism to facilitatetaxpayers.

Continued on pg 6
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GoN Officials and NICCI Members in Pre-budget interaction - Photo Feature
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Appreciating the efforts of NICCI, Director General of IRD Mr.Tank Mani Sharma said “I came to know some of the issuespresented here has already been discussed and presented orsubmitted to the Honorable Finance Minister as well andthese issues we received from the ministry and we are posi-tive in issues and recommendation submitted today and sub-mitted earlier to the Finance Minister. This is high time we arehere in a process of finalizing a report of Revenue AdvisoryCommittee and fortunately I am the Chair of taxation systemand DG-Custom is Chair of Custom Sub Committee so this ishigh time. I think you took that opportunity and we will be inthe positive line to submit your issues and recommendations.”Briefing the taxation system of Nepal Mr. Sharma said “Iwould like to mention that our tax system is based on interna-tionally accepted self assessment system. We cannot actuallydeviate through the system. In this system tax payers are theprimary tax officers, you have the right to assess your tax, youhave the right to keep your books of accounts, you appointyour auditor, you submit you financial statement through ITSystem, this is accepted. In this system we conduct assess-ment in sample basis based on some criteria so our system iscompatible with internationally comparable system.”Regarding issues related to DTAA, Mr. Sharma said “We re-spect the provision of DTAA, we accepted bilaterally andsigned the DTAA; we have to respect the Agreement fromboth sides. If our legal provisions are not compatible withDTAA we can look upon it, address such issues and correctthem.”Regarding permanent establishment fees, DG of IRD said “It isalso compatible with international practice in our Act. It isalready incorporated in the Act and that is compatible withinternational practices and guidelines prepared and issued byinternational organizations like OECD and other organiza-tions. We are also preparing guidelines for PEs for local stan-dard, so I think in the coming fiscal year we will be able toissue of new guidelines for PEs. Those provisions will coverall of your issues; all the preparative works have been com-pleted.”Regarding the issue on Value Added Tax in constructionworks, Mr. Sharma said “It has been provisioned in VAT Actand VAT Law 2066. In this rule what is mentioned is that ifany Government system or entity or franchise has to conductrenovation or reform of building or construction works to beconducted above the cost of Rs 20 lacks need to get it done bythe registered contractors that means that construction workshas to be done through VAT registered company and what issaid for the private sector is that if any company has to doconstruction works above the cost of Rs 50 lacks for commer-cial purpose or for business purpose, not for individual orresidential purpose, that construction works should get done

through the VAT registered construction companies. If it is notdone accordingly, then what the VAT Act says that such pri-vate companies should pay the VAT calculated at the construc-tion works done.”Giving his argument on VAT on electricity raised by Mr. Gy-anendra Lal Pradhan, DG of IRD Mr. Sharma said “A very goodpoint you have raised is imposition of VAT on Electricity. If Istart talking on this here even with few people, there might bedispute on that and people may divided into different fractionwith views whether VAT should be imposed on Electricity ornot that I don’t know.  What I think is VAT should be imposedon the electricity, all the construction materials and all theservices. If it is done then the cost will be low. By imposingVAT cost doesn’t go up but it goes down.  Because you can getrefund the amount equivalent to VAT paid,  you can get chanceto adjust the amount equivalent to VAT paid, you can havechance to minimize the cost equivalent to VAT, that means ifimposed the VAT, any work would not be expensive but wouldbe cheaper. If this is understood by all then it is ok to imposeVAT on electricity from tomorrow. It is not spoken by you andme but it was also told by the 3-4 international consultantscome from Japan, America, Britain. They had told as very firstpoint on this. They said if you want to make the business, con-struction, development of Nepal sustainable, first of all imposeVAT on electricity. Even they had told that to impose ExciseDuty on fuels also. It is very appreciable points, so please keepon raise this issue at various forums, one day it will be imple-mented.”He further mentioned, “We saw the presentation that VATshould be exempted on Hydro Electricity. VAT is the measureof making cost low and it is not to bear by own, it is to bear byothers, just we are the collectors. VAT may be a measure tomake cost low. For example, just look at the LP Gas in whichVAT is imposed. Hotels are getting LPG Gas at Rs 1100 percylinder whereas for household use, public need to pay Rs.1500. So let’s think of that fact. There are many items on whichif imposed VAT the ultimate cost may be low.”The program was started with welcome remarks by PresidentMr. Sashi Raj Pandey and ended with vote of thanks by Mr.Shyam Kumar Lohia, Vice President. The general issues onIncome Tax Act, VAT Act and Excise Act were presented by Mr.Budhaditya Mukherjee, Vice President of NICCI and the issueson hydro-power related to Ministry of Finance were presentedby Mr. Narendra Prajapati, Treasurer of Independent PowerProducers Association of Nepal (IPPAN). Apart from issuesraised through presentation, number of questions related toIncome Tax Act, VAT Act and Excise Act, Department of Cus-toms, hydro power issues related to Ministry of Finance wereraised from the floor as well. 
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NICCI hosted a farewell reception to bidfarewell to Mr. Jaideep Mazumdar, Dep-uty Chief of Misson at Embassy of India,Kathmandu on Sunday, 11th May 2014 inKathmandu, who is returning from Ne-pal after his four year tenure.On the occasion, delivering farewell re-marks, President Mr. Sashi Raj Pandeysaid “Mr Jaideep Mazumdar, who washere with us as Deputy Chief of Missionof Embassy of India for last four years,and in these four years he has just notsupported but always helped NICCI toflourish and overcome obstacles. When-ever we needed any advice or guidancehe was there for us.”Congratulating Mr. Mazumdar for hisfuture assignment, Mr. Pandey said “Weknow it will be a very important portfo-lio and with my experience with him Iknow he will do wonders.”

Bidding the farewell remarks President Mr. Pandey opined“NICCI will certainly miss you but as I have mentioned in myearlier good bye for our other friends from Embassy - that thefriendship and bonding we developed in this short time doesnot end here. Some of our colleagues in NICCI have shared awonderful relation of mutual respect with Mr. & Mrs. Mazum-dar. I wish them a great future and also wish to see him back inNepal in soon.”Reciprocating the farewell remarks, Mr. Jaideep Mazumdar,Deputy Chief of Mission of the Embassy of India said “I am hon-oured with all of your presence for my farewell. Four years pe-riod is a long time in the career of a diplomat, but I didn’t feelthat way.  Four years is like a heartbeat in the life of a nation.When I came first to Nepal in the summer of 2010, it was a verydifferent Nepal from what it is today. There was a care taker

government, there was a political lockedjam, constitution writing was in limbo,business confidence was at its perhapslowest kept and in a heartbeat thingstoday are much better. In this space offour years, Nepal managed to undertakethe integration of former combatantsboth into the army as well as into thesociety, managed to have focal electionwhose results, Nepal will reap soon in thedays to come.”Extending aspiration for a bright pros-pects of Nepal, Mr. Mazumdar furthersaid “I can say is there is a great opti-mism in the year, both politically thatthings will get done, a constitution getwritten, politics of consensus will takeshape and also along with that comes agreat sense of optimism in business andindustry. During my time, of course I didnot see a single large foreign investmentfrom India but I also didn’t see any inves-

tor leave Nepal so which is a positive. I see only bright pros-pects ahead or even today two of the letters of exchange thatwere pending from in Nepal side now that have been ap-proved by the government of Nepal which facilitate trade andtrans shipment.”Mr. Mazumdar expressed “So these are the beginnings of thedividend that the elections will bring about and so I can onlysee that the immediate future is one of great optimism andNICCI should take advantage of this atmosphere, you knowhow a bilateral Chamber of Commerce can change, can be agame changer in the economic relationship between twocountries and this is so important, because Nepal is a greatcountry and its people deserve better. So I look forward toour continued association and extend by best wishes to Ne-pal.” 
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Nimbus has collaborated with Maiti Nepal, an organisation run by CNNHero Anuradha Koirala to run agriculture centres known as NimbusKrishi Kendra where quality products will be offered at standardizedprices.Under the cooperation agreement, girls and women associated with MaitiNepal will be given priority in hiring at the Krishi Kendra. Nimbus plansto open 200 of such specialized agri input centres across the country inthe next two years. “Girls will be provided training to equip them with theexpertise needed to run Nimbus Krishi Kendras,” said the company in astatement. “This is a step forward to uplift the under-privileged womenof the country and provide them with the right base for a better life.”According to the company, Nimbus Krishi Kendras are being establishedwith a commitment to uplift the agricultural system. The products sold atthe centres will range from seeds, crop protection, fertilizers and plantnutrients to veterinary medicines, feed supplements, agricultural equip-ment, machinery and tools.These stores will also act as a direct linkage between producers, proces-sors and retailers. “This is a major attempt towards enhancing the capac-ity of farmers and strengthening the role of women in the economic de-velopment of the nation,” said Nimbus. 
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in projects implemented under foreign grants, no one wasready to take the risk in projects being implemented by mobi-lizing internal resources. But we took the risk and it is payingdividends,” added Jha.The technology was used to different build bridges along theEast-West Highway and Siddhartha Highway. Officials saythere is no need to use steel plates while constructing bridgesusing the new technology. Concrete blocks are used insteadof steel plates. Umeshananda Mishra, chief of Postal RoadsProject, said bridges built using new technology don´t disturbwaterways, opening the possibility of operating water trans-portation in the future. He claimed the adoption of new tech-nology has reduced construction cost by around 15 percent.Though the technology was widely used in foreign countries,Nepal is adopting it after half century. 

A new technology in bridge construction adopted this year hasbrought several benefits including reduction in project cost,according to officials. The ´Prestressed Post Pillar´ technologyuses cables that is pulled and tightened while fixing blocks ofthe floor of the bridge, making the structure more strong. It alsoreduces the number of pillar required to support the bridgestructure, leading to drop in project cost. The distance betweenthe two pillars in the new technology can be increased to 40meters from 20 meters using old technology.Umesh Jha, chief of the Bridge Project at Department of Roads(DoR), said they were preparing to award contract for aroundthree dozen bridges featuring new technology within this fiscalyear. The project has already implemented the new technologyin Kothiyaghat bridge over Karnali River and Sitka bridge overSunkoshi River as well as in Bagmati and Kamala bridges.“Though the technology was introduced in the 1970s and 1980s
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