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ABSTRACT

This report presents a comprehensive analysis of Nepal's tax system with a specific focus
on the integration of e-governance solutions. The study employs a multifaceted research
methodology, including field visits, interviews, data gathered from the Inland Revenue
Department's (IRD) official website, and extensive research to provide valuable insights.
The integration of e-governance solutions within Nepal's tax administration has exhibited
great promise, particularly in enhancing efficiency and convenience for taxpayers.
Initiatives such as e-tax filing and online payment systems have streamlined tax processes,
reducing the administrative burden on individuals and businesses.

Furthermore, e-governance has ushered in a new era of transparency within the tax system.
Taxpayers now have improved access to information, enabling them to monitor their tax-
related transactions and track the status of filings and payments in real time. This
transparency fosters trust between taxpayers and the tax authority while promoting
accountability within the system.

The report concludes with a set of practical suggestions aimed at further improving e-
governance in Nepal's tax system. These recommendations include strengthening data
security, adopting a user-centric approach, investing in taxpayer education, streamlining
regulations, fostering interagency collaboration, promoting continuous innovation,
launching public awareness campaigns, and establishing robust monitoring and evaluation

mechanisms.
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CHAPTER 1

INTRODUCTION

1.1 Introduction

The tax system is the financial backbone of any country. In Nepal, it plays a critical role in
funding government initiatives, supporting social welfare programs, and catalyzing
economic progress. The Inland Revenue Department (IRD) is responsible for administering

and enforcing tax laws in Nepal.

The tax system in Nepal is a mix of direct and indirect taxes. Direct taxes are those that are
levied on the income or wealth of individuals and businesses. Indirect taxes are those that
are levied on the consumption of goods and services. The main direct taxes in Nepal are
income tax, corporate tax, and property tax. Income tax is levied on the income of
individuals and businesses. Corporate tax is levied on the profits of businesses. Property

tax is levied on the value of land and buildings.

The main indirect taxes in Nepal are value-added tax (VAT), excise duty, and customs duty.
VAT is a tax on the value added to goods and services at each stage of production and
distribution. Excise duty is a tax on specific goods, such as alcohol and tobacco. Customs

duty is a tax on imported goods.

The Inland Revenue Department (IRD) is the government agency responsible for collecting
taxes in Nepal. The IRD is headed by a Director General who is appointed by the
government. The IRD has a network of offices throughout Nepal to collect taxes.

1.2 Objective of the Study

The objective of the case study are:
> To analyze the effectiveness of the current tax system in Nepal in terms of its
contribution to government revenue, equity, and efficiency.
> To assess the impact of e-governance initiatives on the tax system, such as online

tax filing and payment, taxpayer education, and tax administration.



> To identify the challenges and opportunities for improving the tax system through
e-governance.
> To make recommendations for how e-governance can be used to improve the tax

system in Nepal.

1.3 Scope and Limitations of the Study
Scope of the Study:

1. Tax System Overview: The study will provide an extensive overview of Nepal's
tax system, including its various components such as income tax, value-added tax
(VAT), excise duties, and customs duties.

2. E-Governance Integration: It will focus on the integration of e-governance
solutions within the tax administration framework, including e-tax filing, online
payment systems, and digital record-keeping.

3. Legal and Regulatory Framework: The study will examine the legal and
regulatory framework governing e-governance in Nepal's tax system, analyzing
relevant laws, regulations, and policies.

4. User Experience: It will consider the user experience and accessibility of e-

governance platforms for taxpayers and tax authorities.

Limitations of the Study:

1. Data Availability: The study's findings may be limited by the availability of
accurate and up-to-date data related to Nepal's tax system and e-governance
initiatives.

2. Resource Constraints: Constraints in terms of time and resources may limit the
depth of analysis and the extent of field research that can be conducted.

3. Subjectivity: Some aspects of the study, such as the assessment of user
experience and public perception, may be subjective and influenced by individual
opinions and biases.

Security Constraints: Due to security concerns, certain sensitive information related
to data security measures may not be accessible or fully disclosed.

1.4Methodology of the Study

The following key methods were utilized to gather data and insights:

1. Field Visit to Inland Revenue Department (IRD) and Interviews:



A crucial component of this research involved conducting a field visit to the Inland
Revenue Department (IRD) in Nepal. This allowed for firsthand interaction with key
stakeholders, including government officials, tax administrators, and experts in the
field of e-governance. In-depth interviews were conducted with these stakeholders to
gain valuable insights into the tax system's functioning, the integration of e-
governance solutions, challenges faced, and the overall impact of e-governance on

tax administration.

2. Gathering Information from the IRD Official Website:
The official website of the Inland Revenue Department (IRD) served as a valuable
source of information. It provided access to a wealth of official documents, reports,
legal and regulatory frameworks, and statistical data related to Nepal's tax system
and e-governance initiatives. This information was collected and analyzed to gain a
comprehensive understanding of the historical context and official perspectives on e-

governance in tax administration.

3. Research and Data Analysis:
Extensive research was conducted to supplement the primary data gathered from
field visits and the IRD website. This involved reviewing existing literature, reports,
academic studies, and publications related to Nepal's tax system, e-governance, and
comparative analyses with international best practices. Data analysis techniques,
both qualitative and quantitative, were employed to extract meaningful insights from

the collected data.



CHAPTER 2

REVIEW OF THE APPLICATION

2.1 Introduction to the Application

The Inland Revenue Department (IRD) of Nepal is a crucial government agency
responsible for collecting taxes and revenue to fund various public services and
infrastructure projects in the country. To streamline and simplify the tax collection process,
the IRD has developed an application that aims to enhance taxpayer convenience and
overall efficiency. The Inland Revenue Department (IRD) in Nepal is a cornerstone of
efficient tax administration and e-governance. This section introduces the application, its

purpose, significance, and the broader context of tax administration in Nepal.

2.2 Features of the Application
The Inland Revenue Department of Nepal boasts several key features that contribute to its
effectiveness:
> User-Friendly Interface: The application is designed with an intuitive and
user-friendly interface, ensuring accessibility to a diverse range of users. The
application provides a user-friendly interface that allows taxpayers to navigate
the system easily. It is accessible through both web and mobile platforms,
ensuring flexibility and convenience.
> Advanced Security Measures: It incorporates robust security protocols to
protect sensitive taxpayer data and ensure data integrity.
> Automation: The application automates various aspects of tax processing,
reducing errors and enhancing efficiency.
> Secure Login: Users can securely log in to their accounts using unique
identifiers such as a tax identification number (TIN) and password.
> Taxpayer Profile: Taxpayers can create and manage their profiles within the

application, providing essential personal and financial information.



> Tax Filing: The application facilitates online tax filing, allowing taxpayers to
submit their returns electronically. It provides step-by-step guidance and
automated calculations to ensure accurate filing.

> Payment Gateway: The application offers integrated payment gateways for
convenient and secure tax payments. Multiple payment options, including
credit/debit cards and bank transfers, are available.

> Document Upload: Taxpayers can upload necessary documents and receipts
for verification purposes. This feature reduces the need for physical document
submission.

> Tax Calculator: The application includes a tax calculator to help taxpayers
estimate their tax liabilities.

> Notifications and Reminders: Users receive notifications and reminders for
important tax deadlines and updates.

> FAQs and Support: The application provides a comprehensive FAQ section
to address common queries. Users can also access customer support for

assistance with any issues.

2.3 Services Provided by the Application

The Taxpayer Office Application offers a comprehensive suite of services, including:

>

Income Tax Filing: Taxpayers can file their income tax returns online, ensuring

timely compliance.

Online Payment Processing: The system facilitates secure online tax payments

through various channels, including bank transfers, credit/debit cards, and digital

wallets.

VAT and Excise Duty: Businesses can use the application to file Value Added
Tax (VAT) and excise duty returns.

Property Tax: Property owners can calculate and pay property taxes through the
application.
Tax Certificate Requests: Users can request various tax-related certificates, such

as tax clearance certificates and PAN certificates.



2.4 Detailed Process to Apply and Take the Service

2.4.1. Registration Process
The application initiates with a user registration process, where individuals and businesses
provide personal or company details, including identification and contact information.

Step 1: The user must go to the https://ird.gov.np/ page. An interface as follows appears
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Figure 2.1: Main webpage of IRD
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Step 2 : Choosing the PAN registration option leads to the following user interface and

choose the following option

S
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Figure 2.3: PAN Card Registration

The user must fill out the personal details.
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Figure 2.4: Form for PAN Card Registration

Step 3: After filling personal details press Ok.
Step 4: Confirm the location of registration.
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Step 5: You will be provided with a submission number and press continue.
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Figure 2.6: Submission Number

Step 6: Fill the form.

» Fill in the personal details of the form.

» Attach a picture of yourself.

» Also attach a document of Citizenship/Passport/Embassy 1D/ National 1D/
Work Permit/ Birth Certificate.
Add the details of your relatives as asked in the form.

Add the details of your profession.

YV V V

Add temporary, permanent and mailing addresses
» Add bank details

Then press print to get a hard copy of the form and then press submit.
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Table 2.1: Number of registrations

Fiscal year PAN VAT Excise duties
2010/11 463378 97731 23837
2011/12 539014 113919 23837
2012/13 623439 129713 36174
2013/14 685958 133178 42657
2014/15 762079 152245 35770

Source: Inland Revenue Department

2.4.2. Tax Filing Process
Taxpayers access the system to file their tax returns. The system guides users through the
process, prompting them to input income and expense details. Users can review and

confirm their tax returns before submission.
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Figure 2.8: Registration Process for Business
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2.4.3. Document Submission

Supporting documents, such as income statements and receipts, can be uploaded for
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Figure 2.10: Submission of Business Documents

2.4.4. Payment Methods
After filing taxes, taxpayers can make secure payments through the integrated payment

gateway, offering various payment options.
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Figure 2.11: Payment Methods

2.4.5. Tax Assessment and Auditing
Tax authorities assess returns using automated algorithms. In cases of discrepancies, they
may conduct audits. Taxpayers are notified of audit requests through the application and

can submit requested documents electronically.

Table 2.2: Composition of income tax returns

COMPOSITION OF INCOME TAX RETURN REPORT

YEAR DOI RETURN D03 TOTAL NON TOTAL REG- NON
RETURN RETURN FILER ISTRATION FILER %

2010/11 2067.068 116,237 75,093 193397 192,729 434656 44

2011/12 2068.069 144,206 96,682 242956 217,863 508632 43

2012113 2069.070 173,172 123,108 296,280 253,481 588116 43

2013/14 2070.071 240,743 141,601 384414 301,297 669230 45

2014/15 2071.072 265,678 170,460 438,209 386,637 755735 51

Source:Inland Revenue Department

Table 2.3: Tax Audit Status

Types of Audit 2010/11  2011/12 2012/13 2013/14 2014/15
No. of full audit 4878 3191 7320 7192 5912
No. of partial audit 462 883 704 853 482
No of investigative audits 431 266 761 1333 1582
No of verification audit 23348 10880 17075 22211 24733
Amount of MA (billion) 258 1.7 1.94 296 1.76
Amount of AA including 25% of LR (billions) 11.81 7.97 18.62 12.76 10.66
Amount of excise assessment (billions) 0.09 0.14 0.16 0.40 0.13
% of returns audited 2.5 24 3.77 1.91 Below 1
% of active taxpayers audited 1.3 1.09 1.67 1.15 1

Source: Inland Revenue Department
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2.4.6. Application Form Template

To create a template of the application form used by the government, you can employ a

suitable CASE Tool. CASE Tools, such as Microsoft Visio, Lucidchart, or draw.io, can

assist in designing and documenting the form.

Here's a step-by-step process to create the application form template:

1.

Identify Form Fields: Determine the specific information that the government
requires from taxpayers. This may include personal details, income sources,
expenses, and other relevant data.

Design Form Layout: Using the CASE Tool, create a visual representation of the
form's layout. Define sections, headings, and fields.

Add Form Fields: Insert fields for each piece of information required. Specify field
types (text, checkboxes, radio buttons, dropdowns, etc.) based on the data format.
Include Instructions: Provide clear and concise instructions to guide taxpayers in
completing the form accurately.

Consider Validation: Implement validation rules to ensure data accuracy. For
example, you can set rules for mandatory fields, numeric inputs, or date formats.
Review and Test: Thoroughly review the form for usability and accuracy. Test it
with sample data to identify and rectify any issues.

Save and Share: Once finalized, save the form as a template that can be easily

distributed and used by taxpayers.

Get submission Number

Login Information

Username:

Password:

Re-Password:

|
|
|
Contact No: ‘
Email-1d: ‘

Registeration For
[ Personal PAN [ |income Tax _Jvat [ |Excise [ | with holder PAN

Verifying Offices

() IRO/LTO () Tso

O o | e

Figure 2.12: Getting Submission Number
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2.4.7. Confirmation

Once the payment is confirmed, taxpayers receive a tax payment receipt.

@ W Y& - Google Chrome i —
@ https:/rajaswa.fcgo.gov.np/govpay/start-payment
FREId YT S
)
ViR R Tﬂ?’:ﬁ?ﬂ:ﬁ
HIeR faavol ol i faaror THER
3f R09¢/108 g +: §ORUYRIY ()
. L WIS BT oonnect |PS
PRIEAR R0L-EULUY [CIEEISACRIE]
. 7 )
faf: R019¢ /0% /09 R IS4,
FEfqy:  HRad 9d e, B RLEIUOULK] W Yl e
EIRES ?3.] R Wn{m
(3040%¥200%)
Rrfe IGL
4. M=d  famwor g I AETY G
RevenuePay © FCGO 2018 Developed By:SimplySoft

THG: FeEiEl (ga® Sy, SR, SIEHIS], 40T, BHF :
(R119-2-¥191983%0), FH : rmiis.support@fcgo.gov.np

Figure 2.13: Receipt of Tax Payment
PAN Card

After filling the form you will be provided with your PAN Card.

Figure 2.14: PAN Card
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CHAPTER 3

CONCLUSION AND SUGGESTIONS

3.1 Conclusion

In conclusion, this study has offered valuable insights into Nepal's tax system from the
perspective of e-governance. The integration of e-governance solutions within Nepal's tax
administration has shown significant promise. Initiatives such as e-tax filing and online
payment systems have emerged as powerful tools in enhancing the efficiency and
convenience of the tax administration process. Taxpayers are no longer constrained by the
traditional, time-consuming paper-based filing systems. Instead, they can complete their
tax obligations swiftly and conveniently through digital channels. E-governance has
contributed to a notable improvement in the transparency of tax processes. With digital
platforms, taxpayers now have easier access to critical tax-related information. They can
access their tax records, review transaction histories, and track the status of their filings and
payments in real-time. This newfound transparency fosters trust between taxpayers and the
tax authority, as it becomes more accessible for individuals and businesses to verify the

accuracy of their tax transactions.

3.2 Suggestions

Based on the findings of this study, here are the suggestions for improving e-governance
in Nepal's tax system:

1. Enhance Data Security: Place a high priority on strengthening data security and
privacy measures to build trust among taxpayers. Regularly assess and update
cybersecurity protocols to safeguard sensitive information.

2. User-Centric Approach: Develop e-governance platforms with a user-centric
design, catering to the diverse needs of taxpayers. Utilize usability testing and
collect user feedback to continuously improve the user experience.

3. Education and Training: Invest in comprehensive taxpayer education and
training programs. Ensure that individuals and businesses have the knowledge and

skills necessary to effectively utilize e-governance services.
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4. Continuous Innovation: Cultivate a culture of continuous innovation within e-
governance solutions. Regularly assess emerging technologies and best practices
to adapt and evolve the systems for optimal performance.

5. Public Awareness Campaigns: Initiate public awareness campaigns to educate
taxpayers about the benefits of e-governance and reassure them about the security
of their data.
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