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Town Development Fund Act, 2053 (1997)

Date of authentication and publication

2053-10-23 (5 Feb. 1997)

Amendments
1. Income Tax Act, 2058 (2002) 2058-2-19 (1 Aprib2)
2. Republic Strengthening and Some Nepal Laws
Amending Act, 2066 (2066-10-7 (21 Jan. 2010)

Act Number 26 of the Year 2053 (1997)

An Act made to establish Town Development Fund antb

provide for provisions thereof

Preamble Whereas, it is expedient to provide for provisioan establishment
and operation of Town Development Fund in ordercomstruct, develop and
expand towns in Nepal, to conduct or cause to canblasic social services and
income oriented project therein, to provide neagssconomic and technical
support to the body related with the developmentoafn which operates said
services and project and to develop or cause teldgwowns in well managed
manner,
Now, therefore, be it enacted by the parliamerthenTwenty fifth year of

the reign of the His Majesty the King Birendra Bikram Shah Dev

1 This Act came into force on 1l%eshta 2065 (2008)Prasasti and the word "kingdom" has been
deleted.
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Chapter -1

Preliminary

1. Short Title and_commencement (1) This Act may be called "Town
Development Fund Act, 2053 (1997)".

(2) This Act shall come into force immediately.

2. Definition : Unless subject or context otherwise requireshis Act;

(@ "Fund" means Town Development Fund establispesuant to
Section 3.

(b) "Basic social services" means street, roa@ctetity, bridge,
drinking water, drainage, collection of garbageibl toilet, public
library, school and similar other constructiondémade for public
use and various services to be delivered for riterast of resident

of town
(C) "Income oriented project” means public market, éraéntre, bus

terminal, slaughter house, godown and similar oieosme oriented

project.

(d) "Body related with development of town " meathe following
institution which carries out functions relatedand development as
well as distribution thereof and basic social g=rv and income
oriented project in order to construct and devedayns.

(1) Government or non-government organizationatdsthed
pursuant to the prevailing law.

(2) Town development committee, metropolitan cstyb-
metropolitan city or municipality constituted puasii to the
prevailing law.

(3) Village prescribed by the Fund on the basipagdulation and
development from among the villages prescribedyaursto

prevailing law citing as town oriented wvillage.
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(e)  "Town" means metropolitan city, sub-metrooiitcity,
municipality and town oriented village.

()] "Loan" means credit to be provided as pertéiens and conditions
fixed by the Fund whether accepting or without gtiog collateral
or mortgage or other necessary deposit or guarahi@ey movable

and immovable property.

(g "Debtor” means body related with town develegminwhich takes
loan from the Fund.

(h)  "Debenture" means bond issued by the Fundhengiutting or
without putting the property of the Fund as segurit

() "Board” means Board of directors constituteatquant to section 14.
(), "Chairperson” means the chairperson of therBoa

(k) "Member" means member of the Board and this t@lso includes

chairperson and Member-Secretary thereof.

) "Executive director" means executive directbtie Fund appointed

pursuant to Section 18.

(m) "Prescribed" or as "prescribed" means presdrily as prescribed in

the Rules and Bye-laws made under this Act.

Chapter -2

Establishment, objectives, functions, duties and

powers of the Fund

3. Establishment of Fund (1) A fund called ‘Town Development Fund s,

hereby established in order to construct, devetapexpand towns and to
provide necessary economic and technical suppmothet body related with

town development which carries out aforesaid fuomsti
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(2) The Head office of the Fund shall be locatedKathmandu
valley and the Fund may open its branch office p@snecessity in any
place within Nepal.

4. Fund shall be an autonomous body (1) The Fund shall be an

autonomous and corporate body having perpetuaéssmn.

(2) The Fund shall have its own seal for its ack activity.

(3) The Fund may, subject to this Act and Rulewalt as Bye-laws
framed there under, like an individual, acquirespdise, sell or manage
otherwise movable and immovable property .

(4) The Fund may, like an individual, sue or bedsfrom its name.

5. Objectives of the Fund The Fund shall have the following objectives;

(@) To provide necessary economic and technigppat to the body
related with the development of town.

(b)  To carry out or cause of carry out necessangctions to make the
town neat and clean.

(c) To operate or cause to operate social serarw income oriented
project of various types.

(d) To carry out or cause to carry out functioredearch in order to
identify the way of solution for the problems semnrespect of
possible reforms to be made for the de velopmetdven.

0. Functions, duties and powers of the FundIn addition to the

functions, duties and powers mentioned in otheti®es of this Act, the

Fund shall have following functions, duties and posy

(@) To set the policy of operation and managenoérihe Fund and to
implement or cause to implement thereof.

(b)  To approve annual as well as periodical progna@ and budget of
the Fund and to manage or cause to manage necdssamyial

resources for the same.
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(€)

(d)

(e)

(f)

(9)

(h)

(i)

()
(k)
(h

(m)

To provide economic and technical support fmnstruction,
development and expansion of town and for operatiagjc social
service and income oriented project and for theybedated with
town development.

To prepare necessary economic and technidehsinucture for
construction, development expansion and divergitioeof town and
to implement or cause to implement the programnteting with
development of town and to encourage bodies relatath
development of town for their maximum participationthe said
programme.

To provide necessary co-operation to trainstiaéfs working in the
body related with town development.

To provide necessary consultancy service wlibdy related with
town development on the matter of town development.

To monitor and supervise the projects and pnognes conducted
from the loan provided by the Fund.

To act in accordance with the agreement comdudetween
Government of Nepal and a foreign organizationespect of the
Fund.

To invest money of the Fund without prejudicitige interest of the
Fund in order to purchase share, debenture or gy bond issued
by any institution established pursuant to the aiteng law.

To approve the plan and programme of the Fund.

To cause to carry out the annual audit of thed-

To submit the annual report and audit reporteath year to the
Government of Nepal.

To approve organizational structure of the Fuambl to create

necessary post as per the said structure (n) To
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10.

perform other necessary functions to carry o@tdbjectives of the
Fund
Fund may collect necessary service chargeThe Fund may collect

service charge as prescribed for providing consaitaservice to the body
related with town development.

Fund may collect financial resourcesThe Fund may collect necessary

financial resources including loan, grant, donation gift from the
Government of Nepal, Government and non-governn@ganization,
foreign government or organization, internationadtitution or agency in
order to operate programme as per the objectivésedfund.

Provided that, the Fund shall take prior appr@fahe Government
of Nepal before collecting financial resources frarforeign government or
an organization, international institution or aggnc

Bond may be issued and purchased1) The Fund may issue and

purchase debenture and other types of bond bilifudfithe procedures as
referred to in the law in force

(2) While issuing and purchasing debenture andratipees of bond
pursuant to Sub-section (1), the Fund shall meeptbcess as prescribed.

Power to put terms and conditions (1) The Fund shall, while

providing loan or grant to the body related withwn development, make
agreement in writing by putting terms and condgi@s per necessity for
the protection of it's interest and for proper wdethe loan or grant
provided by it to the debtor.

(2) While making agreement pursuant to Sub-seqtignthe Fund
may specify any pay back date, prescribe condititmgpay back the
principal and interest of the loan taken by thetdeand to recover it from
the property accepted as security, mortgage, gifmperty and from the
guarantor in case the terms and conditions fixethbyFund are violated.
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11.

12.

(3) While providing loan to a debtor, the Fund npagscribe terms
and conditions to provide loan gradually in instehts as prescribed in the
form of cash, cheque or letter of commitment bystag to execute
document for the entire loan by calculating intefemm the date when the
debtor receives an installment of total loan.

Power of the Fund in case of a default of an asement (1) In

case a debtor breaches the terms and conditionglpobin the agreement
made pursuant to Section 10 by not repaying dé&binterest and amount
taken as advance or in case there are adequatedgrahat the amount of
such loan can not be recovered, the Fund may,itddébp time limitations

to clear the loan is not expired, call back thenpagt of amount to be
recovered from the debtor or seize, posses, rehiemse the collateral or
other property of such debtor or sell the said prgpby auction through
open basis or by sealed bids or by negotiation.

(2) In case the property of the debtor sold throaghtion by open
bids or calling sealed bids or by negotiation parguo sub-section (1) , the
Fund shall return back the residual amount of thecerned debtor after
recovering the amount to be recovered by it.

(3) In case the property of the debtor could notsbél through
auction by open bids, calling sealed bids or byotiagon despite the
attempt of time and again or in case it is soldha received value that
would not be the in the interest of the Fund, ted=shall take itself the
ownership of such property by determining valuetref said property as
prescribed.

Power of the Fund not to be terminated (1) Power of the Fund over

the collateral accepted through the document siwllbe terminated only
for the reason that the Fund did not initiate amgcpeding within the
period mentioned in the said document in ordesetne the collateral or to

recover the loan.
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13.

14.

(2) In a condition of default in an installmentetpower of the
Fund to recover the interest and additional charge sell collateral shall
not be affected only for a reason that the colldteras seized, possessed,
rented leased or given to any person for prbBirsig as per the condition
mentioned in the agreement.

Protection of loan investment made by the Fundin case anybody or

an institution related to town development in whilkh Fund has made loan
investment is dissolved or liquidated, the firgtiel over the assets of such
body or institution shall be of the Fund.

Chapter — 3
Formation, functions, duties and powers of the Boat

Formation of the Board: (1) A Board of Directors shall be formed in

order to operate or cause to operate the necepsagyamme smoothly to
carry out the objectives of the Fund and to moratod manage the entire
acts and activities of the Fund.

(2) The board shall consist of the following mensher

(a) Secretary, Ministry of housing and physicdthairperson
planning or a person designated by the
Government of Nepal from among those who
has special knowledge in the field of town

development

(b) Representative (Gazetted first class) from thMember

Ministry of Finance

(c) Representative (Gazetted first class) from thMember

Ministry of Local Development
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(d) Five persons nominated by the Government ember
Nepal from amongst the mayors of
Municipalities to be represented Five

Development Regions

(e) Two persons nominated by the Board froiddember
amongst the economists having expertise in the
field of the operation of financial institution or
among technicians serving in the field of town
development who holds a bachelor degree in
engineering or amongst the persons who
represent the institution related to town

development

() Executive director Member-
secretary

(3) The tenure of the members nominated purswa@lduse (d) or
(e) of Sub-section (2) shall be two years. If thestpof a nominated
members falls vacant prior to the expiry of his/temm, the post shall be
filled for the remaining period following the sanpeocess which was
initially followed to fulfill the post.

(4) The Board may, if it deems necessary, invitg aational or
foreign expert, an advisor or a renounced persmaged in the functions
of town development as an observer to take pathe@tmeeting of the
Board.

15. Meetings and Decisions of the Board(1) The meeting of the Board

shall be held on such date, time and at the vemdi@d by the

chairperson.
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Provided that, the meeting of the Board shall blel la¢ least six
times in a year.

(2) The Member secretary shall call the meetinghefboard upon
taking approval from the chairperson in case oirel thnembers request in
writing to call the meeting.

(3) The Member secretary of the Board shall proadenda to be
discussed along with a notice of the meeting to tmember
(4) The chairperson shall preside over the meatintpe Board and in the
absence of chairperson the member chosen from art@gnembers
themselves shall chair the meeting.

(5) It shall be deemed to have constituted the wuoof the meeting
in case more than fifty percent of the membershef total members are
present in the meeting.

(6) Majority opinion in the meeting of the boardahprevail in the
meeting and in case of tie the person presiding ¢the meeting of the
board shall exercise a casting vote.

(7) The name of members attending in each meetirtbeoBoard,
the agenda discussed and the minutes of the mestalgbe maintained in
a separate minute book upon putting the signat@irdhedo members who
attended the meeting.

(8) The minutes of the Board shall be authentichtethe Member-
secretary.

(9) Others procedures relating to the meeting efBloard shall be
determined by the Board itself.

16. Functions, duties and powers of the Board(1) It shall, subject to this

Act, Rules and Bye-laws framed there under, bedilty of the Board to
perform all acts and activities to be carried outlee Fund and to exercise

all powers conferred to the Fund and to fulfill thety of the Fund.

10
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(2) In addition to the functions and duties prodde sub-section (1)
it shall be the duty of the Board to perform otHenctions which are
essential to carry out the objectives of the fund.

17. Sub-committee _may be formed (1) The Board may form sub-

committees as per necessity to carry out the fanstof the Fund.
(2) The functions, duties and powers of the subodtee formed

pursuant to Sub-section (1) shall be as prescibyettie Board.

Chapter - 4

Provisions relating to Executive director and staf$ .

18. Executive Director: (1) The Board shall appoint an executive direcior

the basis of open competition from amongst the gretsaving prescribed
qualification in order to operate day to day fuois.

(2) Notwithstanding anything contained in sub-smtti(1), the
Government of Nepal may, in consultation with theaRl, designate the
senior most employee of the Fund to work as thewkes director of the
Board for a period of Three months in maximum unlté office of
executive director is fulfilled.

(3) The tenure of Executive director shall be Féaars.

(4) Remuneration, terms, service and facilitie€récutive director
shall be as prescribed.

(5 Notwithstanding anything contained in sub-s®tt{3), in case
the executive director commits any act which causss to the Fund or
acts against the policy or directive of the Bodh& Board may remove the
Executive Director from his/her post by fulfillinghe procedures as
prescribed.

19. FEunctions, duties and powers of the Executive digtor: (1) The

Executive Director shall have the following functsy duties and powers.
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20.

21

(a)
(b)

(€)

(d)

(e)

(f)

To enforce or cause to enforce the decisiche@Board.

To prepare long-term and short term plan, ahpuogramme and

budget of the Board and submit to the Board forayzl.

To implement or cause to implement the pland arogrammes

approved by the Board.

To monitor and supervise the day to day fumgiof the Fund and to
carry out necessary functions as per the objedfithke Fund.

To monitor the plans and programmes operateta investment of

the Fund and to submit a progress report theretbfetdoard.

To prepare an annual or a periodic reporheffirrogramme operated

by the Fund and to submit it to the Board.

Provisions relating to _employees:(1) There shall be employees, in

necessary number, in the Fund to smoothly operatmthly the functions
of the Fund.

(2) The appointment, remuneration, facilities aneshditions of

service of the employees shall be as prescribed.

Chapter -5

Fund and audit of account

Fund: (1) The Fund shall have a separate fund and tl@viog moneys

shall be deposited in to the Fund.

(@) Money acquired from the Government of Nepal.

(b) Aid, grant or loan received form a foreign
government, national or an international institatiar
organization.

(c) Donation or gift obtained from a national or fgmi
institution or an organization.

(d) Fees collected from body related to town develogmen

in consideration of providing service and considtat

12
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22.

23

(e) Money earned from the investment of the Fund.
()] Money acquired for issuing debenture or any other
types of bond.
(90 Money earned from the movable and immovable
property of the Fund.
(h)  Money received by the Fund from any other sources.
(2) The total money to be received by the Fund yamsto Sub-
section (1) shall be deposited in a commercial Batlated within Nepal.
(3) All expenses to be made by the Fund shall Eged on the
money deposited in the fund pursuant to sub-se¢lipn
(4) The operation of fund shall be as prescribed.

Account and audit (1) Income and expenditure account of the fundl sha

be maintained as prescribed.

(2) The annual audit of the income and expendiageount of the
Fund shall be carried out by the auditor appointgdthe Board from
amongst the auditors recognized by the Auditor-Ganepon taking
consultation with Auditor-General.

(3) Fund may, if it deems necessary, cause to cartyits internal
audit by any auditor.

(4) The Government of Nepal may, if it intends, nieyd an inquiry

or cause to hold an inquiry into an annual accotittte Fund at any time.
Chapter -6

Miscellaneous

Rebate to be provided to the FundWhile accepting collateral by

executing document from a debtor or surety or whidesmitting the said

collateral in the name of the Fund or while puramger selling immovable

13
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24,

25.

26.

27.

28.

29.

30.

31.

property for the Fund, no stamp duty or registratee shall be charged for
the Fund.

Restriction to participate in decision_making pro@ss No member

and employee shall be entitled to participate ha tdecision making
process related with a matter which falls undefhieisconflict of interest.

No function shall be void No act or activity of the Fund shall be void

only for a reason that a post of a member of ther8dalls vacant.

Oath_of secrecy and honestyA member and employee shall take the

oath of secrecy and honesty as prescribed befetarasg his/her office.

Annual Report: (1) Executive Director shall submit an annual re podr

the Fund to the Board within Six months from thel eh each fiscal year;
and he/she shall submit a copy of the said reptaved by the Board to
the Government of Nepal

(2) The Executive Director shall, on the approvathe Board, make
public the report pursuant to Sub- section (1) easar.
This _Act to prevail: Notwithstanding anything contained in the

prevailing law, the matter set forth in this Acta#iltbe governed by this Act.

Meeting allowance Members shall obtain meeting allowances as

prescribed for taking part at the meeting.

Government of Nepal may issue order or directives The

Government of Nepal may issue necessary orderrectdie to the Fund
for carrying out act and activity as per the obyeg of the Fund by holding
an inquiry into the acts and activities preformgdlie Fund. It shall be the
duty of the Fund to abide by such order or dirediv

2

Repealed by the Income Tax Act, 2058 (2002)
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32. Delegation of Power (1) The Board may delegate some of the powers

conferred to it to any member or sub-committeestirted pursuant to
section 17 or to the Executive Director.

(2) The Executive directory may, as per necesdityegate some of
the powers conferred to him/her to any officer emgeé of the Fund.

33. Government of Nepal may dissolve the FundThe Government of

Nepal my dissolve the Fund in any the followingiattons;

€)) If the Government of Nepal concludes thatRhed is unable to pay
back the amount of loan received from the GoverriroéiNepal, a
foreign Government, national or an internationadtitation or an
organization to the respective party.

(b)  Ifthe Fund fails to carry out the objectivetiois Act.

(c) If the Government of Nepal concludes thad gxpedient to dissolve
the Fund since the Fund has violated the orderirectdes issued
by it pursuant to Section 31.

34. Property and Liability to be transferred: In case the Fund is

dissolved pursuant to Section 33, the entire ptgpand liability of the
Fund shall be transferred to the Government of Nepa

35. Liaison with the Government of Nepal The Fund shall liaise with the

Government of Nepal through the Ministry of Housiagd Physical
Planning.
Provided that, the Fund may directly contact witle iconcerned

agency for daily administrative functions relateithvthe Fund.

36. Power to frame Rules and Bye-laws(1) The Government of Nepal

may frame necessary Rules to carry out the obges ¥ this Act.
(2) The Fund may, subject to this Act and Rules&d there under
frame necessary Bye-laws to carry out it functions.
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37. Repeal and Saving(1) The Town Development Fund Board (Formation)

Order, 2045 is, hereby, repealed.

(2) The entire movable and immovable property amities as well
as liabilities of the Board constituted pursuantthe formation order
mentioned in Sub-section (1) shall be transferpetheé Board constituted
pursuant to this Act.

(3) All the acts and activities preformed by theaBb constituted
pursuant to the formation order mentioned in sutise (1) shall be
deemed to have been performed by the Fund estatllisrsuant to this
Act.

(4) The executive director and employee servingthe Board
constituted pursuant to the formation order memtibin sub-section (1)
shall be transferred to the Fund as if they wergoaged pursuant to this
Act.
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