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the management at different levels.    

Therefore, to be efficient and   effective, the internal auditor must have adequate independence.  It may 

be noted that by its very nature, the internal audit function cannot be expected to have the same degree of 

independence as is essential when the external auditor expresses his opinion on the financial information.  

To ensure his independence he is made  

responsible directly to the Board of Directors through audit committee.  Such a channel of 

communication provides an independent mode whereby an internal auditor can communicate and share 

his views on the scope of internal audit, findings, etc.  If internal auditor is made subordinate to lower 

level, his independence will be effected which will affect his functioning  and effectiveness.  An outsider, 

like a firm of chartered accountants, if acting as  internal auditor, is likely to be more independent than an 

employee of the organization.  

 

Corporate and Other Laws 

Revision Test Paper CAP-II 

Question and Answer 

 

Contract Act, 2056 
 

1.  A lost his bag with important document in public place. When it came to his knowledge, A by 

publishing an advertisement in Kantipur National Daily advances a proposal in public to the effect 

that he will pay Rs. 50,000 to any person who finds out the bag within seven days. Mr. X, Y, Z 

while walking together found the beg and delivered it to A and having knowledge of the 

advertisement they all claimed with A for prize. Advice Mr. A how to settle the matter referring the 

provision of Contract Act, 2056.  

 

Answer: 

 

Section 10 of the Contract Act, 2056 deals with the issue mentioned in the question.  

 

Section 10 of the Contract Act 

Contract according to proposal presented before the public: (1) In case any person, by means of an 

advertisement, advances a proposal in public to the effect that he/she will pay a specific prize or any 

person for performing any work specified in the advertisement, and in case any person performs the work 

as mentioned in the advertisement, the advertiser shall pay the specific remuneration to that person. 

(2) In case the work mentioned in Sub-section (2) is performed by one or more persons, only the person 

who has performed the work first shall be paid prize. 

Provided that, in case two or more persons have performed the work mentioned in the proposal at the 

same time, all of them may share the prize among themselves. In case the prize can not be shared, the 

proceeds of the sale of the same shall be equally distributed among them. 

(3) In case a specific period has been prescribed for performing the work as per the advertisement 

published under Sub-section (1), the proposal, mentioned in the advertisement shall be deemed to have 

been cancelled immediately after the expiry of that period. 

www.auditnca.com

www.auditnca.com


 

 

RTP-CAP II –-2014-December@ICAN Page 50 of 158 

(4) A proposal advanced under Sub-section (2) may be cancelled through the medium through which it 

was published. 

(5) Notwithstanding anything contained in Sub-section (4), in case anyone has, performed the work 

mentioned in the advertisement published under Sub - section (1) before the publication of a notice of 

cancellation of the proposal, he/she shall be paid the prize mentioned in the advertisement. 

Provided that, the person who has performed the work as mentioned in the advertisement must have 

notified the advertiser about the completion of the work by the quickest possible means. 

(6) In case any person has begun the work according to the advertisement published under Sub-section 

(1) and furnished a notice thereof to the advertise, he/she shall be paid an appropriate remuneration for 

the work, performed by him/her before the cancellation of the advertisement. 

 

As per above provision in case two or more persons have performed the work mentioned in the proposal 

at the same time, all of them may share the prize among themselves. So, Mr. X, Y, Z  may claim the 

prize and share among themselves. 

 

 Negotiable Instruments Act, 2034 

2.  

When does notice of dishonour unnecessary under Negotiable Instruments Act, 2034. 

 

Answer 

 

As per section 70 of the Negotiable Instruments Act, 2034, following are the cases in which the Notice of 

Dishonour is unnecessary 

 

 (a) When it is dispensed with by the party entitled thereto, 

(b) When the Drawer has countermanded payment, 

(c) When the party has not suffered damage for want of notice, 

(d) When the acceptor is also a Drawer, 

(e) In the case of a Promissory Note which is not negotiable. 

(f) When the party entitled to notice cannot after due search be found, or the party bound to give notice, 

is for any other reason, unable without any fault of his/her own to give it, 

(g) When the party entitled to notice, knowing the facts, promises unconditionally to pay the amount due 

on the Negotiable Instrument. 

 

 

Negotiable Instruments Act, 2034. 

3. 

A cheque payable to bearer is crossed generally and marked “not negotiable”.  The cheque is lost or 

stolen and comes into possession of B who takes it in good faith and gives value for it.  B deposits the 

cheque into his own bank and his banker presents it and obtains payment for his customer from the bank 

upon which it is drawn.  The true owner of the cheque claims refund of the amount of the cheque from B. 

Discuss Fully under Negotiable Instruments Act, 2034                                                              

Answers 

The cheque in the given case was crossed generally and marked „Not Negotiable‟.  Thereafter, the 

cheque was lost or stolen and came into the possession of B, who takes it in good faith and gives 

value for it.   

 

Section 89 of the Negotiable Instruments Act, 2034 provides that a person taking a cheque crossed 

generally or specially, bearing in either case the words „not negotiable‟, shall not have, and shall not 

www.auditnca.com

www.auditnca.com


 

 

RTP-CAP II –-2014-December@ICAN Page 51 of 158 

be capable of giving a better title to the cheque than that which the person from whom he took it had.  

In view of these provisions, B, even though he was a holder in due course, did not acquire any title to 

the cheque as against its true owner. The addition of the words „not negotiable‟ entirely takes away 

the main feature of negotiability, which is, that a holder with a defective title can give a good title to 

a subsequent holder in due course.  B did not obtain any better title than his immediate transferor, 

who had either stolen or found the cheque and was not the true owner of the cheque. Therefore, as 

regards the true owner, B was in no better position than the transferor.  B is also liable to repay the 

amount of the cheque to the true owner.  He can, however, proceed against the person from whom he 

took the cheque. 

 

In the given case, both the collecting banker and the paying bankers would be exonerated.  Since the 

collecting banker, in good faith and without negligence, had received payment for B, who was its 

customer of the cheque which was crossed generally, the banker would not be liable, in case the title 

proved to be defective, to the true owner by reason only of having received the payment of the 

cheque for his customer (Section 90 of the Act).   

 

Companies Act, 2063 

4.  XYZ Company decided to have election for constituting new Board of Directors of the company. 

The articles of association of the company is silent about number of shares required to be held by 

a person for his appointment as director of the company. Mr. A having 90 number of shares of 

the company filed his candidacy for appointment of director of the company. The election officer 

refused his application. Do you think the decision of election officer valid? Is there any exception 

where share qualification is not required for being appointed in the post of director of the 

company? Answer with reference to the Companies Act 2063. 

  

Answer: 

Section 88 of Companies Act deals with share qualification of directors. Under the section i f the 

articles of association of a company specify any number of shares required to be held by a person for 

his appointment as director of the company, the person who becomes director shall hold such number 

of shares. Failing any provision specifying such number of shares, any such person shall hold at least 

one hundred shares. 

As per above provision the refusal of election officer is valid, as Mr. A does not hold one hundred 

shares. 

 

Exceptions 

The section further says -provided, however, that any director who is appointed pursuant to Sub-section 

(3) of Section 86 and Sub-section (2) of Section 87 shall not be required to hold such shares. 

 

Section 86(2) and (3)- (2) Every public company shall have a board of directors consisting of a 

minimum of three and a maximum of eleven directors. 

(3) In forming the board of directors pursuant to Sub-section (2), at least one independent director, in 

the case of the number of directors not exceeding seven, and at least two independent directors, in 

the case of the number of directors exceeding seven, shall be appointed from amongst the persons 

who have the knowledge as prescribed in the articles of association of the company and gained 

knowledge and experience in the subject related with the business of the company concerned. 

 

Section 87(2) If the office of any director appointed by the annual general meeting is vacated for any 

reason, the board of directors shall appoint another director in that vacancy. 
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Companies Act, 2063 

5. Miss Richa, chartered accountant licensed by ICAN has been appointed the auditor of  XYZ Trading 

Pvt. Ltd. for the fiscal year of 2071/2072. It has been revealed that he was appointed by the general 

meeting of the fiscal year of 2070/071 on the basis of recommendation of her Maternal Uncle's Son 

who has been working in the company as General Manager since last several years. The appointment 

was questioned later that the close relative of employee cannot be appointed as auditor in the 

company. Discuss referring to Companies Act, 2063 the validity of his appointment with 

disqualification of the auditor along with its consequences.                                                                           

 

Answer: 

Under section 111 of the Companies Act, the auditor of accompany shall be appointed, from amongst the 

auditors licensed to carry out audit under the prevailing law, by the general meeting, in the case of a 

public company. The auditor appointed shall hold office only until the next annual general meeting. 

Section 112 specifies the disqualifications of auditor as follows: (1) None of the following persons or the 

firms or companies in which such persons are partners shall be qualified for appointment as auditor and 

shall, despite appointment as auditor, continue to hold office: 

(a) A director, advisor appointed with entitlement to regular remuneration or cash benefit, a person or 

employee or worker involved in the management of the company or a partner of any of them or and 

employee of any of such partners or a close relative of a director or partner, out of them, or and employee 

of such relative; 

(b) A debtor who has borrowed moneys from the company in any manner, or a person who has failed to 

pay any dues payable to the company within the time limit and is in such arrears or close relative of such 

person; 

(c) A person who has been sentenced to punishment for an offense pertaining to audit and a period of 

three years has not elapsed thereafter; 

(d) A person who has been declared insolvent; 

(e) A substantial shareholder of the company or a shareholder holding one percent or more of the paid up 

capital of the company or his close relative; 

(f) A person who has been sentenced to punishment for an offense of corruption, fraud or a criminal 

offense involving moral turpitude and a period of five years has not elapsed thereafter; 

(g) A person referred to in Sub-section (3) of Section 111; 

(h) In the case of a public company , any person who works, whether full time or part time , for any 

governmental body or any body owned fully or partly by the Government of Nepal or any other company 

or a partner of such person or a person who is working as an employee of such partner or a person who is 

authorized to sign any documents or reports to be prepared by the management of the company; 

(i) A company or corporate body with limited liability; 

(j) A person having interest in any transaction with the company or his/her close relative or a director, 

officer or substantial shareholder of another company having any interest in any transaction with the 

company. 

 

Section 2(z9) defines the term close relative- “Close relative” means a partition shareholder in joint 

family or husband, wife, father, mother, mother-in -law, father-in- law, elder brother, younger brother, 

elder sister, younger sister, sisterin –law ,(elder or younger brother‟s wife), brother-in– law , sister–in–

law, brother-in- law, (husband of elder sister), uncle, aunt, maternal uncle, maternal aunt, son, daughter, 

daughter-in-law ,grand–son, grand-daughter, grand-daughter-in– law or son-in– law . 

 

On basis of above legal provision Maternal Uncle's Son does not contain under the definition of close 

relative, Miss Richa is not disqualified to be appointed as director. 
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Consequences 

Section 112 further states that the auditor shall, prior to his/her appointment, give information in writing 

to the company that he/she is not disqualified. Where any auditor becomes disqualified to audit the 

accounts of a company or there arises a situation where he/she becomes disqualified for appointment or 

can no longer continue to act as an auditor of the company, he/she shall immediately stop performing 

audit which is required to be performed or is being performed by him/her and give information thereof to 

the company in writing. The audit performed by an auditor who has been appointed in contravention of 

this Section shall be invalid. 

Under Section 160(k) An auditor who knowingly carries out auditing of the concerned company even 

after that he/she is not qualified to carry out auditing of any company; shall be punished with a fine from 

twenty thousand rupees to fifty thousand rupees or with imprisonment for a term not exceeding two years 

or with both punishments. 

 

Insurance Act, 2049 

6 

The Insurance Board cancelled the registration of XYZ Insurance Company as it was felt that the liability 

of the company exceeded its assets within Nepal. The employees of the company claimed their 

remuneration and other outstanding amounts. Other creditors of the company also claimed their due and 

argued that they should be paid before employees. Advice the employee and creditor about the payment 

of their claims under Insurance Act, 2049.         

                                                              

Answer 

Under section 13(1)(b) of Insurance Act, the Board may cancel the registration of an Insurer by 

providing a written notice with effect from the date prescribed in the same notice if it is felt that the 

liability of the Insurer exceeds its assets within Nepal, 

Under section 41B of the Act, If any Insurer is dissolved due to the cancellation of its registration 

pursuant to Section 13, the liabilities shall be settled in the following order of priority :- 

(a) The expenses incurred for the dissolution, 

(b) The amount to be paid against the insurance claims to the Insured pursuant to Section 16, 

(c) The remuneration and other outstanding amounts to be obtained by the employees of the Insurer, 

(d) Loan amounts, 

(e) The amount to be paid to the Board, 

(f) The amount to be paid to the Government of Nepal. 

 

So, in case of dissolution of insurer due to cancellation of registration, the payment shall be made on 

basis of above order of priority. As per the order of priority, the payment of loan amount is made only 

after payment is made to the employee of the insurer. So, the creditors shall be paid after payment is 

made to employees. So Creditor cannot argue that they should be paid before employees. 

 

Labour Act, 2048 

7 

a. Who are not entitled to participate on strike? How can the dispute relating to such employees 

or workers be settled under Labour Act, 2048?                                                         

 

Answer 

Under section 78 of the Labour Act, 2048, following workers or employees are not entitled to 

participate on strike  

www.auditnca.com

www.auditnca.com


 

 

RTP-CAP II –-2014-December@ICAN Page 54 of 158 

a) if any existing law has prohibited the strike to be done by workers or employees the 

workers or employees of such Enterprise.  

b)  Any employee appointed or deputed on the duty of control, security and guard of any 

Enterprise  

 

Dispute Settlement 

Under sub section (3) of the Section, the employees prohibited to strike may submit their 

genuine demands to the Proprietor. If such demands are not fulfilled and a dispute has 

been created Government of Nepal shall constitute a tribunal for solving it. The decision 

of the Tribunal shall be final and binding upon both of the parties. 

 

Companies Act, 2063 

8.  Discuss Civil and Criminal Liability to be imposed on the Directors under Companies Act, 2063 in 

respect of containing false statement in the prospectus and also discuss defense if any in this regard.  

 

Answer: 

 

Under Section 24 of Companies Act, It shall be the duty and obligation of the concerned company to 

abide by the matters contained in the prospectus. The directors who have signed the prospectus shall be 

liable for the matters mentioned in that prospectus . 

 

Civil Liability 

 

The section further says- If any published prospectus contains false statements made maliciously or 

deliberately and any person sustains any loss or damage by reason of his/her subscription of securities on 

the faith of that prospectus, the directors who have signed that prospectus shall be personally liable to 

pay compensation for the actual loss or damage so sustained. 

 

Defense 

 

A director who resigns before the decision made by the company to publish the prospectus or whom on 

becoming aware of any false statement in the prospectus, publishes a notice of that matter to the 

information of the general public prior to the sale or allotment of securities or who proves that he/she did 

not know that the prospectus contained any false statement shall not be liable to bear such compensation. 

 

Criminal Liability 

Section 160 of the Act deals with criminal liability in this regard. Any director or officer who issues the 

prospectus of a company prior to its being registered with the Office or who gives false details in the 

prospectus shall be punished with a fine from twenty thousand rupees to fifty thousand rupees or with 

imprisonment for a term not exceeding two years or with both punishments. 

 

 

Companies Act, 2063 

 

9. What are the grounds in which auditor of a company may be removed before completion of audit of 

accounts of any fiscal year for which s/he was appointed as the auditor.  Discuss referring the 

Companies Act, 2063. 

 

Answer: 
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Under Section 119 of Companies Following are the grounds in which auditor of a company may be 

removed before completion of audit of accounts of any fiscal year for which s/he was appointed as the 

auditor. 

1) if any auditor breaches the code of conduct of auditors or 

2) If s/he does any act against the interest of the company which has appointed him as the auditor or  

3) If s/he commits any act contrary to the prevailing law, 

 

 

Companies Act, 2063 

 

10. Who are disqualified to be a promoter of the company under Companies Act, 2063.  A, a minor who 

wants to purchase the share of XYZ Company, advice the minor under Companies Act, 2063.  

 

Answer: 

Under Section 66 of the Companies Act  

A minor who has not attained the age of sixteen years and a person who is not qualified to make contract 

under the law shall not be eligible to become the promoter of a company. Provided, however, that this 

Section shall not be deemed to prevent a minor or a person who is disqualified under the law to make 

contract from acquiring the title to the shares of a company subscribed by the promoter, by virtue of 

succession or operation of law. 

 

Where any minor or any person who is disqualified under the law to make contract is to purchase or sell 

any shares or debentures of any company, the father, mother or husband or wife or legally appointed 

protector or guardian of such person shall do so. 

 

 

 

 

 

11. 

Write Short Notes on following.  

 

Insurance Act, 2049 

a)  Principle of Proximate Cause 

 

Answer: 

This is the principle of insurance. This rule is that immediate and not the remote cause is to be regarded. The real 

cause must be seen while payment of the loss. If the real cause of loss is insured, the insurer is liable to 

compensate the loss, otherwise the insurer may not be responsible for loss.If the loss or damage is created by more 

than one cause, it should be found out which cause is the nearest cause for that event included in the policy.If it is 

the risk out of the policy, certainly the insurer is not compelled to provide the compensation.If there are many 

causes of the event, insurer should pay attention to the proximity cause.i.e.Nearest cause of happening the event. 

Determination of proximate Cause 

1) If there is a single cause of the loss, the cause will be the proximate cause and further if the peril(cause of 

loss) was insured, insurer will have to indemnify the loss. 

2) If there are concurrent causes, the insured perils and excepted perils have to be segregated. 

3) If the causes occurred in form of chain, they have to be observed seriously. 
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Industrial Enterprise Act 2049, 

b) Export Promotion Industry 

Answer :  
 Under Section 2 of Industrial Enterprise Act 2049, Export Promotion Industry means any prescribed 

industry established with the objective of exporting eighty or more than eighty percent of its product.  

Sec 15: no tax fee or charge of any kind shall be levied on the machine, tools equipment, machinery 

and raw material to be employed by an export promotion industry as well as on the product of such 

industry. 

Provided that if, for any reason, any product of such industry is required to be sold within the 

country, tax  fee or charge thereof shall be required to be paid on the basis of the quantity of sale. 

Under Sec 16: Nepal government may by notification published in the Nepal Gazette, grant 

additional facilities to the Export promotion industry. 
 

 

Securities Act, 2063. 

 

12.  Discuss the conditions where any information or notice shall be deemed to have been made public 

under Securities Act, 2063.  

 

Answer 

Under Section 13 of the Securities Act, 2063, On any of the following conditions, any information or 

notice shall be deemed to have been made public: 

(a) If any matter has been published with intent to inform the investors and their business advisers in 

accordance with the Bye-laws of a stock exchange, 

(b) If there is a provision made under the law that the general public can see an information or a notice 

contained in any records, 

(c) If there is a provision that any person desiring to deal in securities is escorted to the business room of 

a stock exchange so that such a person can know such an information or a notice, 

(d) If there is a provision that any person desiring to obtain or see such information or notice or get a 

copy thereof can obtain and see the same, 

(e) If it has been communicated to any specific class, out of the general public, 

(f) If there is a provision that information can be obtained only upon payment of fees or if such an 

information or a notice has been published outside Nepal. 

 

 

Nepal Rastra Bank Act, 2058 
 

13.  

How does the Government of Nepal appoint Governor of Nepal Rastra Bank ? 

 

Answer 

Section 15 of Nepal Rastra Bank Act, 2058 

 (1) Government of Nepal, the Council of Ministers shall appoint Governor on the basis of the 

recommendation of the Recommendation Committee formed pursuant to Sub-section (2). 

(2) Government of Nepal, the Council of Ministers shall, for the appointment of Governor, form a 

Recommendation Committee as follows:- 

(a) Minister of Finance -Chairperson 

(b) One person from among the former Governors - Member 
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(c) One person designated by Government of Nepal from amongst the persons renowned in the fields of 

Economic, Monitory, Banking, Finance and Commercial Law. -Member 

(3) While making recommendation for the appointment of Governor, the committee formed pursuant to 

Sub-section (2), shall recommend to Government of Nepal, the Council of Ministers the names of three 

persons renowned in the field of economic, monetary, banking, finance, commerce, management, 

commercial law and from among the Deputy Governors. 

(4) Government of Nepal, the Council of Ministers shall, out of the names recommended pursuant to 

Sub-section (3), appoint one person to the Office of Governor. 

 

 

 

Nepal Rastra Bank Act, 2058 
14.   

 Nepal Rastra Bank takes XYZ Bank under its control after suspending the board of directors as it 

failed to honour liability and it has not been properly operated. It was later on found that the XYZ 

Bank was able to honour its commitment and was in position to be operated properly. What action 

may be taken by NRB under Nepal Rastra Bank Act, 2058?             

 

Answer 

Under Section 86 of Nepal Rastra Bank Act, 2058, the Bank may take such commercial bank or 

financial institution under its control after suspending the Board of Directors of such commercial bank or 

financial institution where any commercial bank or financial institution has failed to honour its liability 

or there are probability of such failure or it has not been properly operated. 

 The Rastra Bank may take the management of such commercial bank or financial institution under its 

control and operate its business by itself or appoint a person, firm, company or institution to operate or 

manage the business of such commercial bank or financial institution. 

The Rastra Bank shall, within one year of operating the business on its own or through any other person, 

firm, company or institution audit or cause to audit the accounts of the concerned commercial bank or 

institution and publish the report thereof. 

 The Rastra Bank may take following actions if the Bank is convinced from the auditing report that the 

concerned commercial bank or financial institution is able to honour its commitment or such commercial 

bank or financial institution is in position to be operated properly. 

(a) To release the suspension of the Board of Directors of the commercial bank or financial institution  

and to order the same Board of Directors to operate the business; or 

(b) To dismiss the Board of Directors of the commercial bank or financial institute suspended and to 

have the business conducted by a new Board of Directors formed from amongst the shareholders of the 

commercial bank or financial institution; 

(c) To get the new Board of Directors elected after convening the general meeting of the shareholder of 

commercial bank or financial institution and to have the business conducted by it; or 

(d) To take any other appropriate action as the Bank may deem fit. 

The Rastra Bank shall, before taking the commercial bank or financial institution under its control, 

provide an opportunity to defend within fifteen days to such commercial bank or financial institution as 

per the situation. 

The concerned commercial bank or financial institution shall bear all expenses incurred while operating 

the commercial bank or financial institution after the Bank has taken over pursuant to this section. 

 

 

Banks and Financial Institutions Act, 2063 

 

15. Discuss the circumstances where the secrecy shall not be deemed to have been violated under 

BAFIA, 2063.  
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Answer 

 

Under Section 79 of BAFIA Notwithstanding anything contained in the laws in force, the relationship 

between a licensed institution and its customers and information pertaining to its accounts, records, 

books, ledgers and statements shall not be disclosed to any person other than the concerned person. 

However, if such information is provided in any of the following circumstances, the secrecy shall not be 

deemed to have been violated: 

(a) If it is provided to the Rastra Bank pursuant to the Nepal 

Rastra Bank Act, 2058 (2002) or this Act or the Rules or Bye-laws framed thereunder or the orders or 

directives issued thereunder; 

(b) If it is provided to a court in connection with any lawsuit or any other legal action; 

(c) If it is provided to the legally authorized official making inquiries and investigations or prosecution, 

in connection with such inquiries and investigations or prosecution; 

(d) If it is provided to the auditor in connection with audit; 

(e) If it is mentioned in the audit report by the auditor; 

(f) If it is provided to the enquiry committee or the investigation officer authorized by the laws in force, 

in the course of enquiries; 

 (g) If banking information is exchanged between two or more countries on the basis of a bilateral or 

multilateral treaty; 

(h) If it is provided in the course of exchanging credit between the licensed institutions; 

(i) If, in the course of investigation of any case of specific nature, the Government of Nepal, Ministry of 

Finance, has made a request, accompanied by the reason therefor, for providing the details of the account 

of the licensed institution or any details of the account of any person, firm, company or institution 

maintained with the licensed institution, and if the Rastra Bank has given direction for the same. 

(3) The Government of Nepal, court, Rastra Bank, enquiry committee, investigating or prosecuting 

official, auditor or inspector or any other person appointed under this Act shall not divulge the secrecy of 

any information or particulars received under Sub-section (2). 

(4) The directors, chief executive, employees, auditor and advisors of a licensed institution shall not 

divulge the secrecy of the accounts, records, books, ledgers and any other information of the licensed 

institution the secrecy of which is required to be maintained in such a manner as to undermine the 

relationship between the licensed institution and its customers. 

 

 

Industrial Enterprises Act, 2049 
 

16. 

When and How does Government of Nepal take action any person for violating any provision of 

Industrial Enterprises Act.  

 

Answer: 

Under Section 25 of Industrial Enterprises Act Government of Nepal shall take any of the following 

actions against any person for establishing any industry without obtaining permission required to be 

obtained under this Act or for noncompliance with the terms and conditions set forth in the license or 

certificate of registration or for violating any other provision of this Act: 

(a) To impose a fine in an amount not exceeding five hundred thousand rupees, 

(b) To cancel the registration or permission of the industry, 

(c) To cause to close down the industry; 

 

Before taking any action the concerned industry shall be given a reasonable time either to submit the 

explanation or to correct the mistake. 

If any industry is not satisfied with the decision make by Government of Nepal, it may file an appeal to 

an Appellate Court within thirty five days of the notification thereof. 
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Foreign Investment and Technology Transfer Act, 2049 

 
17. List out the industry where permission for making foreign investment shall  not be granted under 

Foreign Investment and Technology Transfer Act, 2049 

 

Answer 

Under Annex of Foreign Investment and Technology Transfer Act, 2049, following Industries are not to 

be granted permission for making foreign investment.  

 

Part (A) 

1. Cottage Industries. 

2. Personal Service Business (Business such as Hair Cutting, Beauty Parlour, Tailoring, Driving Training 

etc.) 

3. Arms and Ammunition Industries. 

4. Explosives, Gunpowder 

5. Industries related to Radio-Active Materials. 

6. Real Estate Business (Excluding Construction Industries) 

7. Motion Pictures Business (Produced in national languages and the language of the nation) 

8. Security Printing 

9. Currencies and Coinage Business 

 

Part (B) 

1. Retail Business 

2. Travel Agency 

3. Trekking Agency 

4. Water Rafting 

5. Pony Trekking 

6. Horse Riding 

7. Cigarette, Bidi (Tobacco), Alcohol (excluding those exporting more that 90%) 

8. Internal Courier Service 

9. Atomic Energy 

10. Tourist Lodging 

11. Poultry Farming 

12. Fisheries 

13. Bee-Keeping 

14. Consultancy Services such as Management, Accounting, Engineering and Legal Services. 

15. Beauty parlour 

16. Domestic food processing methods in rent . 

17. Local Catering Service 

18. Rural tourism 

 

 

Labour Act, 2048? 
 

18. Where does the Labour Act, 2048 apply? Can a person be appointed in contractual service under 

Labour Act, 2048? 

 

Answer 
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 The Labour Act is applicable in Enterprises(Establishment). Section 2(b) of the Act defines 

Enterprises(Establishment) as under:  

"Enterprise" means any factory, company, organisation, association, firm, or group thereof, established 

under the prevailing laws for the purpose of operating any industry, profession or service, where ten or 

more workers or employees are engaged and this expression also includes: 

(1) Tea estates, established under the law for commercial purpose; 

(2) Enterprise operating within the industrial districts established by Government of Nepal where less 

than ten workers or employees are engaged. 

 

Yes, under section 7 of the Labour Act, any establishment may appoint in contractual service.  

If an Enterprise needs to increase in production or service immediately, any person may be appointed in 

contract, by fixing a time period and setting forth the remuneration to be received by him/her and the 

terms of service, for any specified work other than the works of the Enterprise which are permanent in 

nature. 

 

 

Bonus Act, 2030. 
19.  ABC Company has recently declared to pay bonus to its employee. A an employee of ABC 

Company dies without getting bonus. His step mother living in an undivided family claimed the bonus to 

be paid to him. Advice referring the Bonus Act, 2030. 

                                   

Answer 

Under section 10 of Bonus Act,  

1. Any employee who is unable to present himself to take payment of bonus may depute 

another person to accept the bonus due to him along with his consent in writing. 

2. In case any employee dies, the bonus due to him shall be paid to any person who has been 

designated so designated, or if the person so designated also dies, it shall be paid to the 

surviving relatives of the deceased employee according to the following order:-  

 a)  Husband or wife living in an undivided family. 

 b) Son living in an undifided family.  

 c. Unmarried daughter living in a undivided family.  

 d. Father, mother or grand-children on the son's side,  

 e.  Husband or wife who is living separately,  

 f. Son who is living separately.  

g. Unmarried daughter, father and mother who are living separately,  

h. Grand-father or grand-mother on the father's side, elder brother, younger brother, 

widowed daughter-in-low, and unmarried grand-daughter on the son's side living in an 

undivided family, 

i. Unmarried elder or younger sister, and married daughter living in an undivided family,  

j. Nephew, niece and step-mother living in an undivided family, grand-son on the son's 

side who is living separately, and unmarried grand-daughter,  

k. Uncle or widowed aunt, or wife of elder brother, younger brother, or grand-son living in 

an undivided family.  

  l. Elder or younger brothers who are living separately. 

m. Married elder or younger sister, grand-father or grand-mother, widowed daughter-in-law, 

grand-daughter, daughter-in-law, or nephew who are living separately.  

 

In case several relatives have been placed in the same order, bonus shall be apportioned equally 

among all or them.  

 The step mother as mentioned in the given case can claim as above.     

 

20. Distinguish between  
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Insurance Act, 2049 
 

a) Reinsurance and Double insurance. 

 
Every insurance company has a limit to the risk it is willing to undertake in respect of an individual policy. 

Thus, if an insurance company finds that it has entered into an insurance contract which is an expensive 

proposition for it or if it wishes to minimize the chances of any possible loss, it will reinsure a portion of 

the risk with some other insurance company or companies. This is known as re insurance. 

 

When the same subject matter is insured with two or more insurers and the total sum insured exceeds the 

actual value of the subject matter, it is known as double insurance and it amounts to over insurance. In case 

of loss, the assured may claim payment from the insurers in such order as he thinks fit, but he will not get 

more than his actual loss, as each contract of insurance is a contract of indemnity. The advantage of double 

insurance is that it protects him against loss in the event of one or more of the insurers becoming insolvent, 

he can recover up to the value of the policy from the solvent insurer. There is no double insurance in case 

of life insurance. 

 

 

Reinsurance Vs. Double insurance. 

1. Re insurance business entered into by the original insurer with other insurers. But in double insurance 

the insured gets the same subject matter insured with more than one insurer or under more than one 

policy with the same insurer. 

2. In reinsurance the insured cannot claim any part of his loss from the insurer. But in double insurance 

the insured can claim only his actual loss from each of the insurers up to the amount insured with 

them. 

3. In reinsurance the reinsured will claim a part of the loss proportionate to the risk reinsured by him 

with the reinsurers. But in double insurance each insurer is liable to contribute on prorate basis 

towards loss suffered by the insured. 

 

 

Audit Act, 2048 
b) Corporate body wholly owned by government Between Corporate body substantially owned by 

government 

 Corporate body wholly owned by government Corporate body substantially owned by 

government 

1 Sec 2(d) of Audit Act: "Corporate body wholly 

owned by government of Nepal" means a 

corporate body whose all shares of assets are 

owned by Government of Nepal, or a corporate 

body whose all shares or assets are owned by the 

aforesaid corporate body or by such corporate 

body and Government of Nepal and this 

expression shall also include such corporate body 

for whom Government of Nepal is required to 

bear full responsibility. 

Sec2(e) of Audit Act:  "Corporate body 

substantially owned by government of Nepal" 

means a corporate body whose more than fifty 

percent shares or assets are owned by 

Government of Nepal. 

 

2 The audit of the corporate bodies wholly owned 

by Government of Nepal shall be audited by the 

Auditor General. 

The audit of the corporate bodies substantially 

owned by Government of Nepal shall be done in 

accordance with the prevailing laws relating to 

such body. 
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3. If the Auditor General is constrained by time and 

resources to audit the corporate bodies wholly 

owned by Government he may appoint license 

holder auditors an assistant.  

The auditor appointed shall act under the 

direction, supervision and control of the Auditor 

General. The powers, functions, duties and 

responsibilities of the auditors appointed and the 

procedures to be followed in course audit and 

provisions relating to their report shall be as 

prescribed by the Auditor General. 

The Auditor General shall be consulted while 

appointing an auditor for auditing of the 

corporate bodies substantially owned by 

Government of Nepal. The procedures to be 

followed while consulting the Auditor General 

for appointing auditors and on matters to 

principles of audit to be followed by the 

auditors during their audit shall be as prescribed 

by the Auditor General. 

 

4 The remuneration to be paid by the concerned 

organization to the auditors appointed shall be 

fixed by the Auditor General keeping in view the 

volume of financial transactions, status of 

accounts, number of branches and sub-branches, 

work load and work progress of the concerned 

organization. 

The remuneration to be paid by the concerned 

organization to the auditors appointed shall be 

fixed by the concerned organization. 

 

 

 

 

Nepal Chartered Accountants, Act, 2053? 
 

21. What are functions, duties and powers of council of ICAN under Nepal Chartered 

Accountants, Act, 2053? 

 

 

Answer: 

Under section 11 of Nepal Chartered Accountants, Act, 2053, the functions, duties and powers of the 

Council shall be as follows:- 

(a) To conduct professional examinations for new entrants in accounting profession. 

(b) To fix up procedures relating to the registration of members and members holding Certificate 

of Practice. 

(c) To provide membership of appropriate class to applicants having acquired qualifications 

pursuant to Section 16. 

(d) To optimum utilise available resources and means for the cause of development of accounting 

profession. 

(e) To determine appropriate qualifications for manpower engaged in the accounting profession. 

(f) To fix curriculum and practical training period required for obtaining membership of the 

Institute. 

(g) To organize academic classes and training programmes by itself or in collaboration with any 

university or other academic institutions. 

(h) To issue Certificates of Practice to members willing to carry on accounting profession. 

(i) To offer career development opportunities in order to enhance efficiency of members. 

(j) To monitor as to whether or not the members and Members holding Certificate of Practice 

have acted in conformity with the prescribed professional code of conduct. 

(k) To initiate actions, in accordance with the recommendation of the Disciplinary Committee, 

against members holding Certificate of Practice for their acts and actions done in 

contravention of the professional code of conduct. 

(l) To issue theoretical or practical guidance and guidelines in various aspects of accounting and 

auditing and to carry out other professional development activities as and when needed. 
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