
i

CONTRIBUTION TO THE INCOME TAX REVENUE FROM
NEPALESE INSURANCE COMPANY

(With Special Reference to Nepal Life Insurance Company Limited)

Submitted By:
TIRTHA PRASAD POUDEL

Shanker Dev Campus
Campus Roll No.: 986/066

Regd. No.: 7-2-302-359-2006
2nd Year Exam Symbol No.: 390739

Thesis Submitted To:
Office of the Dean

Faculty of Management
Tribhuvan University

In partial fulfillment of the requirement for the degree of
Master of business studies (MBS)

Katmandu, Nepal
April, 2014



ii

RECOMMENDATION

This is to certify that the thesis Submitted by:

Tirtha Prasad Poudel

Entitled:

CONTRIBUTION TO THE INCOME TAX REVENUE FROM
NEPALESE INSURANCE COMPANY

(With Special Reference to Nepal Life Insurance Company Limited)

Has been prepared as approved by this Department in the prescribed format of the
Faculty of Management. This thesis is forwarded for examination.

.…..……..……..……………. ………..……….….…….... ………………………….

Prof. Dr. Kamal Deep Dhakal   Prof. Dr. Kamal Deep Dhakal Asso. Prof. Prakash SingPradhan

(Thesis Supervisor) (Head Research Department) (Campus Chief)

.….………………….

Ramakant Bhatarai
(Thesis Supervisor)



iii

VIVA-VOCE SHEET

We have conducted the viva –voce of the thesis presented

By:

Tirtha Prasad Poudel

Entitled:

CONTRIBUTION TO THE INCOME TAX REVENUE FROM

NEPALESE INSURANCE COMPANY

(With Special Reference to Nepal Life Insurance Company Ltd.)

And found the thesis to be the original work of the student and written

according to the prescribed format. We recommend the thesis to be

accepted as partial fulfillment of  the requirement for the degree of

Master of Business Studies (MBS)

Viva-Voce Committee

Head, Research Department                           …………………….………

Member (Thesis Supervisor) …………………….………

Member (Thesis Supervisor) …………………….………

Member (External Expert)                              …………………….………



iv

DECLARATION

I hereby declare that the work reported in this thesis entitled "Contribution to the

Income Tax Revenue From Nepalese Insurance Company (With Special

Reference  to Nepal Life Insurance Company Ltd.)" submitted to Office of  the

Dean, Faculty of  Management, Tribhuvan University, is my original work done in

the form of partial fulfillment of the requirement for the degree of Master of

Business Studies (MBS) under the supervision of Prof. Dr. Kamal Deep Dhakal

and Ramakant Bhattarai of Shanker Dev Campus.

……………………………………..

Tirtha Prasad Poudel

Shanker Dev Campus

Campus Roll No.: 986/066

T.U. Regd. No.: 7-2-302-359-2006

2nd Year Exam Symbol No.: 390739



v

ACKNOWLEDGEMENT

This research study is mainly concerned with the data presentation & analysis of

"Contribution to the Income Tax Revenue from Nepalese Insurance Company

With Special Reference to Nepal Life Insurance Company Ltd.” during the

research study period, many persons helped me in different ways to complete this

thesis in  time. So I express my best regards to all of them who helped me for this

research study preparation. I want to express my genuine gratitude to the respected

Professor Dr.Kamal Deep Dhakal Shanker Dev Campus & the respected Lecturer

of Shanker Dev Campus, Ramakant Bhattarai for the appreciable supervision &

guidance in my research study. I want to thank for the regular help in giving

information & encouragement when I desired to get some information from the

Campus.

I would like to give many thanks to all those respondents who spent their valuable

time for filling my questionnaires because in the absence of that it was not possible

to compile requirements for my research study. I further extend my thanks to my

all friends for cooperating to collection of required materials.

Finally my thanks go to the library of Shanker Dev Campus, family members,

employees, brothers, sisters & all my friends of the campus for their assistance

made during  the research study period   for  the  completion  of  the  thesis

entitled, “ Contribution to the Income Tax Revenue from Nepalese Insurance

Company With Special Reference to Nepal Life Insurance Company Ltd.”

Tirtha Prasad Poudel



vi

TABLE OF CONTENTS

RECOMMENDATION (i)

VIVA-VOCE SHEET (ii)

DECLARATION (iii)

ACKNOWLEDGEMENT (iv)

TABLE OF CONTENTS (v)

LIST OF TABLE (x)

LIST OF FIGURE (x)

ABBREVIATIONS (xi)

Chapter I: Introduction                                                                             Page No.

1.1 Background of the Study. 1

1.2 Introduction of Insurance. 2

1.2.1 General Insurances (Non-Life). 2

1.2.2 Life Insurance Company. 3

1.2.3 Life and Non life Insurance Company in Nepal. 4

1.2.4 Introduction of Nepal Life Insurance Company Limited. 4

1.3 Statement of the Problem. 5

1.4 Objectives of the Study. 6

1.5 Significance of the Study. 6

1.6 Limitation of the Study. 7

1.7 Organization of Study. 8

Chapter II:  Conceptual Framework & Review of Literature

2.1 Conceptual Foundation. 9

2.1.1 Meaning of Tax: 9

Merits of Direct Tax. 9

Demerits of Direct Tax. 9



vii

Merits of Indirect Tax. 10

Demerits of Indirect Tax. 10

2.1.2 Objectives of Tax. 10

2.1.3 Canons of Taxation: 11

2.1.4 Concept of Income Tax: 12

2.1.5 Evaluation of Taxation. 14

2.1.6 Modern Income Tax in Nepal. 17

2.1.7 Income Tax Act, 2002 A.D. (2058 B.S.) 18

2.1.8 Tax Evasion, Tax Avoidance, & Tax Planning. 20

Tax Evasion. 20

Tax Avoidance. 20

Tax Planning. 21

Features of Tax Planning. 21

Importance of Tax Planning. 21

Significance or Objective of Tax Planning. 22

Scope of Tax Planning under Income Tax Act, 2058. 22

Strategic or Long Term Tax Planning. 22

Operational or Short Term Tax Planning. 22

2.1.9 Tax Incentive. 23

2.1.10 Historical Background of Tax Incentive. 23

2.1.11 Tax Incentive in Nepal. 24

2.1.12 Types of Tax Incentive. 26

2.1.13 Tax Administration. 26

2.1.14 Special Provision on Insurance Business under Income Tax

Act. 2058. 27

2.1.15 Rights of Director General (DG) 30

2.1.16 Right of Assesses / Taxpayer. 31

2.1.17 Duties of Assesses / Taxpayer. 31

2.1.18 Review of Previous Study. 32



viii

2.1.18.1 Review of Books. 32

2.1.18.2 Review of Research Report & Articles. 33

2.1.18.3 Review of Dissertations & Thesis. 36

2.1.19 Research Gap 41

Chapter III: Research Methodology.

3.1 Introduction. 42

3.1.2 Research Design. 42

3.1.3 Nature & Sources of Data. 43

3.1.4 Population & Sample. 43

3.1.5 Data & Information Gathering Procedure. 44

3.1.6 Tools & Techniques of Data Analysis. 44

Statistical Tools. 44

1. Mean (X). 45

2. Karl person's correlation Coefficient. 45

3. Trend Analysis. 46

4. Probability Error (P.E). 46

Chapter IV: Presentation & Analysis of Data.

4.1 Introduction. 47

4.1.2 Structure of Nepalese Government Revenue. 47

4.1.3 Contribution of Tax Revenue to Total Revenue. 48

4.1.4 Role of Corporate Tax in Nepal. 50

4.1.5 Corporate Tax on Total Revenue. 52

4.1.6 Income Tax from Insurance Companies to Total Government Revenue

& Total Tax Revenue. 53

4.1.7 Income Tax from NLIC to Total Government Revenue 55

4.1.8 Share Income Tax from NLIC to Total Tax Revenue 56

4.1.9 Share of Income Tax from NLIC to Income Tax revenue 57



ix

4.1.10 Share of Income Tax from NLIC to Corporate Income Tax. 59

4.1.11 Share of Income Tax from NLIC to Corporate Tax Collection

From I.C 60

4.1.12 Correlation Analysis 61

4.1.13 Coefficient of Correlation between Income Tax paid &

Earning Before Interest & Tax of NLIC 62

4.2    Analysis of Empirical Study 62

4. 2.1 Opinion towards Satisfactory Contribution of Income Tax Revenue. 63

4.2.2 Opinion towards Reason for Low Contribution of Income Tax. 64

4.2.3 Opinion towards Suitable Tax Rate System in Nepal. 66

4.2.4 Opinion towards Income Tax as Suitable Means Rising of

Government Revenue. 67

4.2.5 Opinion towards Role of Insurance Sector to Build up Government

Revenue. 68

4.2.6 Opinion towards Evaluation of Facilities & Incentives Granted

To Insurance Sectors. 70

4.1.14 Major Finding of Study. 71

4.1.15 Findings from the Study of Secondary Data 71

4.1.16 Findings from Empirical Study 73

Chapter V: Summary, Conclusion & Recommendations

5.1 Summary. 75

5.2 Conclusion. 78

5.3 Recommendations. 81

Bibliography

Appendix



x

List of Tables:                                                                                             Page No.

Table 4.1 Comparison between Tax Revenue & Non Tax Revenue. 49

Table 4.2 Role of Corporate Tax in Nepal. 51

Table 4.3 Role of Corporate Tax on Total Revenue. 52

Table 4.4 Role of Insurance Companies to Total Government Revenue

& Total Tax Revenue. 54

Table 4.5 Income Tax from NLIC to Total Government Revenue. 55

Table 4.6 Share Income Tax from NLIC to Total Tax Revenue. 56

Table 4.7 Share of Income Tax from NLIC to Income Tax Revenue. 58

Table 4.8 Share of Income Tax from NLIC to Corporate Income Tax. 59

Table 4.9 Share of Income Tax from NLIC to Corporate Tax Coll.

From I.C 60

Table 4.10 Coefficient of Correlation between Inc. Tax paid & EBIT

of NLIC. 62

Table 4.11 Group of Respondents. 63

Table 4.12 Opinion towards Satisfactory Contribution of Income

Tax Revenue. 63

Table 4.13 Opinion towards Reason for Low Contribution of Income

Tax. 65

Table 4.14 Opinion toward Suitable Tax Rate System in Nepal. 66

Table4.15 Opinion towards Income Tax as Suitable Means Rising

of Gov. Revenue 67

Table 4.16 Opinion towards Role of Insurance Sector to Build up

Government Revenue 69

Table 4.17 Opinion towards Evaluation of Facilities & Incentives

Granted to Insurance Sectors. 70



xi

List of Figures                                                                                              Page No.

Figure 4.1 Contribution of   Tax Revenue to Total Revenue. 50

Figure 4.2 Role of Corporate Tax in Nepal. 51

Figure 4.3 Role of Corporate Tax on Total Revenue. 53

Figure 4.4 Roles of Insurance sectors to Total Government Revenue

& Total Tax Revenue. 54

Figure 4.5 Income Tax from NLIC to Total Government Revenue. 56

Figure 4.6 Share Income Tax from NLIC to Total Tax Revenue. 57

Figure 4.7 Share of Income Tax from NLIC to Income Tax Revenue. 58

Figure 4.8 Share of Income Tax from NLIC to Corporate Income Tax. 59

Figure 4.9 Share of Income Tax from NLIC to Corporate Tax Collect

From I.C 61

Figure 4.10 Opinions towards Satisfactory Contribution of Income

Tax  Revenue. 64

Figure 4.11 Opinions towards Reason for Low Contribution of Income

Tax. 66

Figure 4.12 Opinions towards Suitable Tax Rate System in Nepal. 67

Figure 4.13 Opinions towards Income Tax as Suitable Means Rising

of Government Revenue. 68

Figure 4.14 Opinions towards Role of Insurance Sector to Build

up Government Revenue. 69

Figure 4.15 Opinions towards Evaluation of Facilities & Incentives

Granted to Insurance Sectors. 71



xii

Abbreviations

A.D = Anno Domini

B.S =                             Bikram Sambat

CEDA =                             Centre for Economic Development &

Administration

C.V =                             Coefficient of Variation

CIT = Citizen Investment Trust

EBIT =                             Earning Before Interest & Tax

F/ Y =                             Financial years

HMG =                             His Ministry Government

i.e. =                             That Is

I.C =                             Insurance Company

ITA =                             Income Tax Act

MBS =                             Master Degree of Business Studies

NLIC =                             Nepal Life Insurance Company Ltd.

P.Er. =                             Probable Error

PAN =                             Personal Account Number

RATC = Revenue Administrative Tanning Center

RBS =                             Rastriy Beema Samitee

S.D. =                             Standard Deviation

TDS =                             Tax Deduction at Source

TU =                             Tribhuvan University

% =                             Percentage

& =                             And


