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' PROCLAMATION NO. 286/2002
" INCOME TAX PROCLAMATION

WHEREAS, the Declaration on Economic Policy of the
Government of the Federal Democratic¢ Republic of Ethiopia
inaugurates a new era in social arid economic relations and
institutions in this country;

WHEREAS, in consequence of these developments, the
existing system of Income Tax needs to be changcd and
adjusted to the basic pnnc1plcs of ﬁscal treatment in a free
market economy;

WHEREAS, it is believed that modernizing the tax system
and broadening the tax base promotes economic growth by
encouraging saving and investment;

NOW, ’THEREFORE, in accordance with Article 55(1)
and (11) of the Constitution, it is hereby proclaimed as
follows:

CHAPTER 1

Substantive Provisions
Section 1
General

1. Short Title ‘
~ This Proclamation may be cited as the ‘‘Income Tax
"Proclamation NO.286/2002"

2. Definitions
In this Proclamation, the meanings of terms defined in
other laws of Ethiopia apply unless a different meaning is
expressly provided herein. For the purposes of this
Proclamation the following terms shall have the
meanings given to them hereunder:
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1)*“Person’’ shall mean any individual, body, or as-
sociation of persons (including a business represen-
tative residing and doing business in Ethiopia on behalf
of the principal).

2) ‘‘Body" shall mean any company, registered part-

nership, entity formed under foreign law resembling

a company or registered partnership, or any public

enterprise or public financial agency that carries out

business activities including body of persons cor-

- porate of umncorporated whether creatsd or recog-

nized under a law i n forcp in Eth:opla ar-elsewhere
and any forexgn body’ s‘ business ‘agent doing
business in Ethiopia on'behalf of the Brmcnpal

: 2 3) “‘Association of persons’’ shall meanan aséociation
B “PAPF MILH? AT 9nA0F AIA ﬂrm-r -

of individuals or-an association that includes one or
more members who are not individuals, but not
including any association falling within the de-
finition of “‘body’’. : :
4) :‘Relatcd person’’ means;
(i) a natural person and,; :
(2) any relative of that natural person; or
(b) atrust in respect of which such relative is
or may be a beneficiary; or -
(u) a trust and a person who is or may bc a
‘beneficiary in respect of that trust; or
(iii) a partncrshlp, joint venture, or unincorporated
association,or body or private company; and
(a) any'member thereof; or
(b) any other person where that pcrson and a
member of such partnershrp, joint vefi-
ture, or unincerporated association or
body, or private company as the case
may be, are related persons in term$ of
: "this definition; or- C
(iv): an incorporated company, other than a closed
: ‘(a) ‘aperson;other than an incorporated com-
pany, where that person or that person and
a.person a person related to the first
mentioned person in terms of this de-
finition controls. 10 percent or more of; -

(1) the right to vote in the first mentioned
company; or.

(ii) the rights to dlstnbutlons capltal or proﬁts
of the first-mentioned company, either
directly or through one or more interposed
companies, partnerships, or trusts; or

(b) any other incorporated company in which

the first mentioned person referred to in
(a) or that person and a person related to
that first mentioned person in terms of this
definition controls 10 percent or more of:

(1) the right to vote in the first memloned
companv or *



1% FHEIRE ASLl-h 16T OHM TCAE 0x BT 7 IRRNE 97

19

:):]1

(i) Mo Eowss CAmbNoT WATE NTHA ORP

ICE PoondLA oAt

($PF 0L ORIL OLF WAL (AL (T .
W072PF ovhhA QA A5 10781 €UChS (¢
aA0C OB NARRS TR hIWTrT T 3
TCNFT (h”C Novf) RS NP (AL €81 |,
0“0 LH

h) VIO Q@i LU (@ KT (e LA (V)
etoephta- (@ 0L (e LLA () +oeh
hita N AT oo T +ama- LCET (HY
FCH° Wit VYRV PATO- 0PF vio-
¢t+Emé N7LP N LHE 0L
o) 9GF@-° A@<1 AHY FCTP Pwlt e LLA:
() htevahta 4@ OC TYFYT SAD- PT
e+Emd WLPT0T LIS
“qge26”’ TNt
1) a0 WS eTAC ARTE
(i) QbrS OLAL OLTF 02T 021.8mé Now 2T
@329 RO ATTE Rt Chhat ogP
PATT API CATEC AOT: ORIES WG
ENTEC AFT DL PANON ORI OTAC ART D
P84T AP: NG PTALTF AET O-+evan+
P18.4F RARLPT1 0L

(iii) n%o-n nréx 1 etoeanto- o9 (@
e18C ALT RS ALY TCTHT KE909° 175 o-9°
P84T AF WHRLF AAKLO- OC FovEaees
£.L8 NP°LS WIRAD-T £Em LA

“pna g g ORI “F1L” 9T N191ST o9 (-
AT ATCR PPLhS @7 PRS- 61 011K foo-f
oL PMAS M ¢ NIPOPL 0L QhTERS

P18 7 WL 7L 6 0o-¥S eTOma- ST -9

M RIPOPA 1O

“aIC N7 TTAT (LY APE ool “MIC fooNdA

98,3 PANT 9115 @-9° (@ Y]

“aNc 30 M, 714 AL etmant G’
AT PITO9 (Y AP E ool NG QD0 0,
007£:( SALYT PANT (@~ T

“noLyt oLl SCET” TIAT AL Qo 1L
Pem (oo 0L (héh eofhS o301 R7L
e3ag ¢ N yo eoihtat 0TAL nkoLyt
PoLw i 03918 SCET ovA LT 0P hes

v) 1L @ ShNTARC a0hd: PCIRF!
éqighi thin 2ePT eoLhSorQtT PFe:
ALY APE AT hhA®- £40 NCTFD-9° A
PHLTC UANETF TP AL 07LE-4-0T UEF
POLHITNT 6e T €710 0T ORT
erI0F @L9e fae1Mmd e eoLhs 30T
PR PA

a) AL 0@ ARLIT LG eCET tha
eeynAm- hiLy OFF etorahtd? OF eoeh
ey hry 1o-1

(i) £CEAT Lotr ST 02 PTG GbmT ATh
Fr oL 0§e-Sy T ATIeT NF foLmed
0T AV

(i) eetr CPYDT £0F oK ier Wt
P09 L@ Nov oY ACTNdomT OLT (1Y T
ATTAeT NF (LT

(i) eePI@-T 00 DL eder hoe T e fHO-

(aA G- QOI°Lt LAT o-aT TP AL
WIR.@A ATTL4% WP

(iv) eoay e LADT €TIAL »Pe (ot

eLmeNT AL e ETLEN 0 P17
oL TemT? Ao OLT o BEPTT A0
AANE NF Oy NIRPYE

www.abyssinialaw.com

Federal Negarit Gazeta -No. 34 4* July, 2002—Page 1869
(ii) therights to distributions of capital or profits of the
first-mentioned company, either directly or

through one or more interposed companies, part-

nerships, or trusts; or

(c) any person where that person and the person referred
to in (a) or the other incorporated company referred to
in (b) are related persons in terms of this definition; or

(d) any person related to the person referred to in (c) in
terms of this definition; or

“Relative” in relation to a natural person; means:

(i) the spouse of the rpeson; or
(ii) an ancestor, lineal descendant, brother, sister,

uncle, aunt, nephew, niece, stepfather, step-
mother, stepchild, or adopted child of that person
or of the spouse, and in the case of an adopted
child the adoptive parent; or

(iii) the spouse of any person referred to in paragraph

(ii) and for the purposes of this definition, any
adopted child is treated as related to her adoptive
parent within the first degree of consanguinity.

6) “Business” or “Trade” shall mean any industrial, com-

mercial, professionl or vocational activity or any other
activity recognized as trade by the Commercial Code of
Ethiopia and carried on by any person for profit.

7) “Taxpayer” shall mean any person subject to tax under

this Proclamation.

8) “Withholding Agent” shall mean any person with a tax

collection obligation under this proclamation.

9) “Permanent Establishment” shall mean a fixed place of

business through which the business of a person is
wholly or partly carried on. The following shall, in

particular, be considered to be a permanent establish-
ment:

(@) an administrative, branch, factory, workshop, mine

quarry or any other place for the exploitation of
natural resources, and a building site or place where
construction and/or assembly works are carried out.

(b) A person shall be considered not to have a per-
manent establishment if that person:

(i) uses facilities solely for the purpose of storage or
display of goods or merchandise belonging to that
person;

(ii) maintains a stock of goods or merchandise belon-
ging to that person solely for the purpose of
storage or display;

(iii) maintains stock of goods or merchandise belon-
ging to that person solely for the purpose of
processing by another person;

(iv) maintains a fixed place of business solelly for the
purpose of purchasing goods or merchandise or a
collecting information for that person’s business;
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(V) OTo0T /756 LAY O 124 0 F 07 071 m (v) ‘maintains a fixed place of business solely for the

+70T AL o PTLmPo HIERTY purpose of carrying on, for that person’s
OL9° AH.U- /L@ ANF 990 +0CT7 busjness, any other activity of a preparatory or
AT oy hWPys Yo auxiliary character.

h) DY NAL (Fe- LLA (U) RS (A) O+114@- LTCI (¢) Notwithstanding the provisions of sub-Articles (a)
oA Y 0T 01424 () ¢HovAht@- +4.977, and (b) above, where an agent, other than an agent of
eULPINTT &7 The 7L 4T ONLA ARAIC! an independent status to whom letter (e) below
A7 (o ohhe Pl hvry o9 (ohae- (o~ applies, acts on behalf of a person and has, and
A9° @A Cavl BT° ”AMNT PAD-S LUTT ANYT habitually exercises, an authority to conclude con-
AHO-FC P7Lme0T WPy O O ACHT tracts in the name of that person and has, and
ohi e/7¢ NIPAFLOT N7LLhSoI0T (S habitually exercises, an authority to conclude con-
2oLy e7lwe LCPET AIAA@- 2Emi-Ax tracts in the name of that person, that person shall be
s onn ot eLfhSot0t ¢tony treated as if it has a permanent establishment in
PG PAD- (LPF9° (291 T WILTLw e SCHT respect of any activities which the agent undertakes
N99e0STéT LY AL NLLA (A) Otnne for the person at the place at which those activities are
e e MIPNPALPT ¢Hony WPy oY »¢é- carried on, unless the activities of such agent are
PAD- 0274 WIPNP 0 QR TTES N2y PoLww - limited to those mentioned in letter (b) above which,
27198 SCHT hPOT @9 if exercised through a fixed place of business, would

o) o9 A (12AA! AMmPAA €helTi7 @ohA not make that fixed place of business a permanent
DL 0T The NTLwé (ISFO-9° MA @A establishment.

ROINTYF 0392 ¢ RTPOP AT eSS o F (d) A person shall not be treated as if it has a permanent

ATEHY PA-T ONAT €712 ¢ WIPNFOLo-T " establishment where it merely carries on its business

P97 PN @1t aoRNF 071 ¢ To-T 17LEhS o activities through a broker, general commission agent

Wt ©FF hAry O0teC NReLyT eoiwe- or any other agent of an independent status, provided

LCET NISAD hESMCTs o that such agents are acting in the ordinary course of
w) AL N07L MAET 10T (oPEMms: OLT° (A their business.

03P RTTC AC eLwe NP PNET AF (e) The fact that acompany controls or is controlled by
KT8 PAAD- NR9LYT olwé BCET RWIRPY another company shall not of itself constitute either
FRCT AEONLT: company a permanent establishment of the other.
“aL” TINT TISTFo-9° CANGT L TP ALY (1on R0 10) *“‘Income’ shall mean every sort of economic benefit
v e OLPT9° OIS Fa-g° 1 076 THIA including nonrecurring gains in cash or in kind, from
oL MLyt (9IST@-9° ovah ATNC hée e+h whatever source derived and in whatever form paid
edited ived.
LAD- QN> SHPHATT OLP SHP0ADT TP U-t crecited or receive
LT LA

1=}

1§ “ONC POLhLANT 2L “7AT OHY APES OAPE | 11) “Taxable Income™ shall mean the amount of income
Wit (FLOmT RINT oWl TIGTO- OM. KT 12) subject to tax after deduction of all expenses and other
:;n;i‘ .'-L':‘."ﬁ LT hbdife (34 CoLbie- €0 deductible items allowed under this Proclamation and

T8 Cpme” CINE HONT MAT Ahmt Qa-a | ceuatons issucd there under;

o ¢rdmCT N@ ALRIC NPMLD EPTC AS “Employee” shall mean any individual, other than a
17LAM@- ovae P oow it (LU T OL° (L HER T contractor, engaged (whether on a permanent or tem-
FPPe A1ANT 27LAT AN Y@t porary basis) to perform services under the direction and

' : control of the employer;

U) “0poe-p PAUY F+Pme”? SInt oo NG Poo- P (a) “Unskilled Employee” shall mena an employee
2AmS PADNLT AR o2 N9LmPE I LEES who has not received vocational training, does not
aovi L PF e7IL P MATL 9o°t L @O T use machinery or equipment requiring special skili,
AmPAA@- @i $ST A“TSNAT LH OTPmd and who is engaged by an employer for a period
2001 YO ’ aggregating not more than 30 days during a

) “etony AMATNCT AeehmT (o-A eLPmC calendar year;

Ao TINTF 1207 N Povge LG Povd (b) “Contractor” shall mean an individual who is

amc N 2AMT 1Lamao- oA aoow engaged to perform services under an agreement by

P2 e@F POLENS @7 NN YO8 which the individual retains substantial authority to

direct and control the manner in which the services

are to be performed.

iF “PaAC A AN’ TINT P4Lul-B WIC @-0T 1L 13) “Tax Authority” shall mean the Federal Inland Revenue
NA7amM? PS o/t A NTASE Ph1st NEAT Head Office or any of its branch offices estblished in any
e PCTRE K[LAT NI EhAL £ part of Ethiopia and the tax authorities of the Regional

ANA ANAT ST o States.



!

Q)

iy )}

1% FUERE &Ll 124F DHM RTC GE Nx 1 7 TEfFIE 99

J==)
10}

Y=}
e )]

Jm=}
N

“ogyTC” RS “LLhTC” TIAT C1THAL RS
eANG 2L A% TLLOTCS 1FHAN A PAhG oL
A%t TLL0EC STo-

“eNpEr gaet”? SNt CATTRS oot
eOET 9oot - ;
“PRLE ‘U’ TMIC D4R “PRLE ‘A’ IC 4L
AG “PLLE ‘A’ C hé-L” MHY APPE aow (it
nes mm 3N e-HAMF@F FTCTH° LeHAx

C14.9700 T oy

pl 21

Ly

ﬂ’

LU APE MAFCKL 9P4 S NPT QW F5P
@OT° VT WATEEEL @60 017 10, AL +4.997,
LS A
OAATRE 1PL LAY OPTT OFovA+ AP,
T4ATL CTLP YD A TERE @0 0T 10, AL
NF LIPS
A1C PoPNLA 1.7

TP5D9° LY A CPLALT M £17T Q@ LY AP

0

TR911@ aew Lt MNC CNLA 183 AANT

194

Q-

b

1":}1

10

1

E@9° QAN MR XL 1P 10 POLNAD-

V) OATEKE @-QT 29 CovTLP W& -0 PAD:

A) MATEEE o0t COLPHOTLD 7144.8 (0
PAD WG/ DL ‘

h) CATERE BT PA@- NS hATERS @-p
N AACE N8 THo1th L9 (+orAnL 17¢-
Fav () POl e (LWFE
b Tt

At AT Ot LH o-0F DATEERP oT
APRCT @LI° NovaeAAG NEFTT P51 NAL ¢§¢
MO ALL@- €3N0 HoeT MR ERE o007 1P4
ALY EEmi-A

LCET DA TELL 194 10 PoUNAD:

V) PS X/0E ORACKE o0 PY: -

A) Ao COLPANTA @C1r Accdmt POLTFA
PhPGC ANA (A TPAL @0T PAD NPy AG/
oL

h) RIRANE 098G RS0 “LL0EC
DOLP NCNAN €718 N.CPT P78 v HI AL
e-+aolN hrys

“9Ps Y M@ ARTEXRE 1PL LAY No-
LT Ier NR9LYT eolwe  £CPT
LRI LA\ :

., 9>

LY APE ovwlt C PoLhLANT 1L NAYHY
ALONT DHY 0T CTHLHSGTT LRI LAS

v)
a)
ch)

0)

herC 29297 1L:

WL 24 WrR0 P 0 0917 1L

CTIHGST /6 POLw it 0vH T DL N7 CHT
071A MhGo@- 17 ¢- 0920770 101

1PLYE MATERE @-0F LAY (D 1297, €392
P26 LCET AT 71PN 0 @- 031 8 12 ¢-
£97.017 @ 11}

MR APRE @01 W21 97, €718 ¢ SCP-T
+3AP T T0LT 0907 10
ho127PAP N FTNLET AG hPIAPFF@- 0417
UL hed bt haNCsE 2§ h&7 29927 .
ho127PAPN HILET KA RS “ISF@-9° AA
AV 0717 1L RYTHY TNEAT QAR @-0 T
£7L17% AQhUry &40t ;
M4.L.A () e+t INLAT Qoo T 099175
M.

www.abyssinialaw.com
Federal Negarit Gazeta-Mo. 34 4* May, 2002,-Page 1871

~ 14) " “‘Minister’’ shall mean the Minister of Finance and
Economic Development and ‘‘Ministry’’ shall
mean the Ministry of Finance and Economic
Development.
15) “‘Fiscal Year'’ shall mean the budgetary year of the
Ethiopian Government.

16) “‘Category A taxpayer’’, ‘‘Category B taxpayer”’,
and ‘‘Category C taxpayer’’ shall have the respec-
tive meanings given to them in a regulation to be
issued hereunder.

Scope of Application

1) This Proclamation shall apply to residents of
Ethiopia with respect to their worldwide income.

2) The Proclamation shall apply to non-residents of
Ethiopia with respect to their Ethiopian source
income.

Obligation to pay Income Tax

Every person having income as defined herein shall pay

income tax in accordance with this Proclamation

Residence ,
1)~ Anindividual shall be resident in Ethiopia, if he:
(@) has a domicile within Ethiopia;
(b) has an habitual abode in Ethiopia; and/or
(c) is a citizen of Ethiopia and a consular,
- diplomatic or similar official of Ethiopia posted
abroad.

2) An individual, who stays in Ethiopia for more than
183 days in a period of twelve (12) calendar months,
either continuously or intermittently, shall be
resident for the entire tax period.

3) A body shall be resident in Ethiopia, if it:

(a) has its principal office in Ethiopia;

(b) has its place of effective mangement in Ethiopia;
and/or

(c) is registered in the trade register of the Ministry of
Trade and Industry or Trade bureaux of the
Regional Governments as appropriate.

4) “Resident person” includes a permanent establish-
ment of a non-resident person in Ethiopia.

6. Source of Income
Income taxable under this proclamation ahall include, but
not limited to:

(a) income from employment;

(b) income from business activities;

(c) income derived by an entertainer, inusician, or
sports person from his personal activities;

(d) income from enterpreneurial activities carried on
by a non-resident through a permanent establish-
ment in Ethiopia;

(¢) income from movable property attributable to a
permanent establishment in Ethiopia;

(f) income from immovable property and appur-
tenances thereto, income from livestock and
inventory in agriculture and forestry, and income
from usufruct and other rights deriving from
immovable property is uch property is situated in
Ethiopia;

(g) income from the alienation of property referred to
in (e);
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) sPey 't: ORATRL oY D03 29 Phé-GAD- (h) dividends distributed by a resident company;
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(1) profit shares paid by aresident registered partner-
ship;

() interest paid by the national, a regional or local
Government or a resident of Ethiopia, or paid by a
non-resident through a permanent establishment
that he maintains in Ethiopia;

(k) license fees (including lease payments, and
royalties paid by a resident or paid by a non-

resident through a permanent establishment that
he maintains in Ethiopia.

7. Foreign Tax Credit

1) If during the tax period a resident derives foreign
source income, the Income Tax payable by that
resident in respect of that income shall be reduced by
the amount of foreign tax payable on such income.
The amount of foreign tax payable shall be substan-
tiated by appropriate evidence such as a tax assess-
ment, a withholding certificate or any other similar
document accepted by the Tax Authority.

2) However, the reduction of the Income Tax provided
by Sub-Article (1) shall not ex ceed the tax payable
in Ethiopia that would otherwise be payable on the
foreign source income.

3) In the case of a taxpayer subject to Income Tax on
Schedule C income, any reduction of tax prescribed
by Sub-Article (1) shall be limited to the tax that
would otherwise be payable in Ethiopia computed as
if Article 28 (loss carry forward) of this Proclamation
applied separately to each foreign country in respect
of profit and losses derived from sources therein.

4) The reduction of tax prescribed by this Article shall
be calculated separately in respect of each foreign
country from which income or profit is derived.

Schedules of Income

This Proclamation provides for the taxation of income in
accordance with four schedules, as follows:
1) Schedule ‘A, income from employment;
2) Schedule ‘B,” income from rental of buildings;
3) Schedule ‘C,’ income from business as defined in
- Article 2(6), but not including activities covered by
the Rural Land Use Fee and Agricultural Activities
Income Tax Proclamations issued by regional states;
4) Schedule ‘D’, other income including income from:
(a) royalties;
(b) income paid for services rendered outside
of Ethiopia;
(c) income from games of chance;
(d) dividends;
(e) income from casual rental of property;
(f) interest income;
. (g) specified non-business capital gains.

Foreign Exchange Transactions
All net gains and losses arising from any transactions in

~foreign exchanges shall be brought to account for tax

purposes as additions to taxable income or deductible
losses in the year in which they are realized.
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TION
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fiml i 1n. Schedule ‘A’ Income /Employment Income
haedmc 7127 20Ls P
' 10. Taxable Income
1+ MG L7LhEALT 0L L :
- = . . 1) Every person deriving income from employment is
& :;Z‘:F$$ 7?1‘1’;\2"1“]"';‘4!’,"(‘]‘;‘;“ (?Z;f b (;':7-; ;'Zna; liable to pay tax on that income at the rate specified
@ w i €07 aow et P, ")-ﬂcﬂ,g-hqﬂ\&\ﬂ in Schedule A, set out in Article 11. The first Birr
QaodbmC 0oL PavEa L P AIC T (WL ook 150 (one hundred fifty Birr) of employment
A4 C) P10 “MIC heihd AN M0, @0 income is excluded from taxable income.
AehAToe ' 2) Employers have an obligation to withold the tax
g TIToe $me AtPOLO- MWOLhGAD. hALT from each payment to an employee, and to pay to the
575 NGP AL &7 avdint ePyaa-T MC Tax Authority the amount withheld during each
NP@% AINC ALIL@- AA»ZAMT . “12:¢ calendar month. In applying the preceding, income
AANT: DY (AR AT1140- Kh4909° €1 bt OCS attributable to the months of Nehassie and Pagumen
4172 ML NATL YT TP W7 AT @C 1. shall be aggregated and treated as the income of one
LEmdeiAr month.
1&- P2MIC “70h4.f ooy 11. Tax Rate
»wImé o7’ Schedule A
hoedmC 7117 e hi.na Employmcnt income Income Tax
ﬂ?c LooON MG N £F (pcr month) payable
hC Ahh AC Over Birr to Birr
0 150 hoIC 59 0 150 exempt threshold
151 650 10 151 650 10
651 1400 15 651 1400 15
1401 2350 20 1401 2350 20
2351 3550 25 2351 3550 25
3551 5000 30 3551 5000 30
h5000 NAL 35
Over 5000 35
18- heedmc 0711757 1. hAeon?
5 hevdmC £7117 1L hosdbmc 174 T3 DL 12. Determination of Employment Income
= 18L5T ¢41T TIGFOT NP DLF TF 1) Employment income shall include any payments or
£ 1 £ OLT TET gains in cash or in kind received from employment
ArH he&P PTC OH1TT ML AT ORLT by an individual, including income from former
AP MC AOP L 099.L.4 NG LT LI L-Ax employment or otherwise or from prospective
g 9MIC PTLNLANTF D N9L5F e9LAMm TPPTF G employment.

The type of taxable fringe benefits and the manner
of their assessment shall be determined by
Regulations to be issued by the Council of Minis-
ters.

3) Income received in the form of wages does not
include representation and other similar expen-
ditures (on social functions, guest accommodations,
etc.)

13.

Exemptions

The following categories of income shall be exempt
from payment of income tax hereunder:

(a)

()

©)

income from employment received by casual
employees who are not regularly employed
provided that they do not work for more than one
(1) month for the same employer in any twelve
(12) months period;

pension contribution, provident fund and all forms
of retirement benefits contributed by employers in
an amount that does not exceed 15% (fifteen
percent) of the monthly salary of the employee;
subject to reciprocity, income from employment,
received for services rendered in the exercise of
their duties by:
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(i) diplomatic and consular representatives, and

(i) other persons employed in any Embassy,
Legation, Consulate or Mission of a foreign
state performing state affairs, who are national
of that state and bearers of diplomatic pass-
ports or who are in accordance with inter-
national usage or custom normally and
usually exempted from the payment of in-
come tax.

(d) income specifically exempted from income tax by:

(1) anylaw in Ethiopia, unless specifically amen-
ded or deleted by this Proclamation;

(ii) international treaty; or

(1) an agreement made or approved by the

Minister.

the Council of Ministers may by regulations exempt

any income recognized as such by this Proclamation

for economic, administrative or social reasons.

payments made to a person as compensation or a

gratitude in relation to:

(1) personal injuries suffered by that person;

(ii) the death of another person.

Section III

Schedule ‘B’ Income/Income From Rental of Buildings
14,

Taxable Income

Income tax shall be imposed on the income from rental
of buildings.

Tax Rate

The tax payable on rented houses shall be charged,
levied and collected at the following rates:

() on income of bodies thirty percent (30%) of
taxable income,

on income of persons according to the Schedule B

(b)

“MIC P7hL.ANT PGov - PoLhd.am-
ehe-£ 10, 1, MG Novo 45
h1c anh Nc
0 1,800 hac y9
1,801 7,800 10
7,801 16,800 15
16,801 28,200 20
28,201 42,600 25
42,601 60,000 30
160,000 nag 35
1Z-  “MIC ?72ha 017 20, hAocr o

& 0T he-£ 20 AL e77hiAm- MG 097000
WY OFF (torahto- oow it LIPS as
U) Ok @L9° @ h16F@ ¢-+he-e RILIPY

CoOPm LI Pavvil P N.¢-L hmPAa-
M. 2C LLavLNi

(hereunder)
Schedule ‘B’
Taxable Income from Rental Income Tax
(per year) payable
Over Birr to Birr
0 1800 exempt threshold
1,801 7,801 10
7,801 16,800 15
16,801 28,200 20
28,201 42,600 25
42,601 60,000 30
Over 60,000 35

16. Determination of Income

1) Income from rental of building shall be computed as

follows:

(a) if the tax payer leased furnished quarters the

amounts received attributable to the lease of
furniture and equipment shall be included in
income.
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(b) sub-lessors shall pay the tax on the difference
between income from sub-leasing and-the rent paid
to the lessor; provided that the ‘amount’received
from. the sub-lessor is greatcr than the amount

~ payable to the lessor.

. (c) -the following amounts shall be deducted from
income in computing taxable income:

(i) taxes paid with respect to the land and buil-

dings being leased; except income taxes; and

(i) for taxpayers not maintaining books of ac-
count, one fifth (1/5) of the gross income
received as rent for buildings furniture and
equipment as an allowance for repairs, main-
tenance and depreciation of such buildings,
furniture and equipment;

(iii) for taxpayers maintaining books of account,
the expenses incurred in earning, securing,
and maintaining rental income, to the extent
that the expenses can be proven by the
taxpayer and subject to the limitations
specified by this Proclamation; deductible
expenses include (but are not limited to) the
cost of lease (rent) of land, repairs, main-
tenance, and depreciation of buildings, fur-
niture and equipment in accordance with
Article 23 of this Proclamation as well as

~ interest on bank loans, insurance premiums.
2) The owner of a building who allows a lessee to sub-lease
is liable for the payment of the tax for which the sub-
lessor is liable, in the event the sub-lessor fails to pay.
At the earlier of the time construction of a rental building
is completed or when the building is rented, the owner
and the builder are required to notify the administration
of the kebele in which the building is situated about such
completion and the name, address, and tax identification
number of the person (or persons) subject to tax on
income from rental of the building. The kebele adminis-
tration has the obligation to communicate this infor-
mation or information obtained by the administrations
own initiative to the appropriate tax authority.
Section IV
Schedule ‘C’ Income/Business Income Tax

Scope of Schedule ‘C’ Income

Income Tax shall be imposed on the taxable business
income realized from entrepreneurial activity.

3)

17.

18. Taxable Business Income

Taxable business income shall be determined per tax

period on the basis of the profit and loss account or
income statement, which shall be drawn n com-

pliance with the Generally Accepted Accounting
Standards, subject to the provisions of this
Proclamation and the directives issued by the Tax
Authority.

Tax Kate

1) Taxable buisness income of bodies is taxable at the
rate of 30%.

Taxable business income of other taxpayers shall
be taxed in accordance with the following Schedule
C.

19.

2)
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20. Deductible Ekbcnscs ,
. In the determination. of business income subject to

tax in Ethiopia, deductions shall be allowed for
expenses incurred for the purpose of earning,
securing, and maintaining that business income to the
extent that the expenses can be proven by the
taxpayer and subjett to the lunitatlons specified by
this Proclamaubn ‘

21. Non -Deductible Expcnscs

1) The following expenses shall not be deductible:

(a) the cost of the acquisition, improvement,

-renewal and. reconstruction of business
assets that are depreciated pursuant to
- - Article 23 of this Proclamation;

(b) an increase of the share of capital of a
company or the basnc capital of a reglstered
partnership;

(c) voluntary pension or provxdem fund con-
tributions over and above 15% of the
monthly salary of the employee.

(d) declared dividends and paxd-out profit

~ ‘shares;

(e) interest in excess of the rate used between
the National Bank of Ethiopia and the

~ commercial banks increased by two (2)
percentage points.

(f) damages covered by insurance pollcy,

(g) punitive damages and penalties;

(h) the creation or increase -of reserves,
provisions and other special-purpose funds

unless otherwise allowed by this
Proclamation; ,

(i) Income Tax paid on Schedule C income and
recoverable Value-Added Tax;

(j) representation expénses over and above
10% of the salary of the employee;

(k) personal consumption expenses;

(1) expenditures exceeding the limits set forth
by this Proclamation or Regulauons issued
_hereunder.

(m) entertainment expenses;

(n) donation or gift.

2) Notwithstanding the provisions of Sub-Article (1)

(n) of this Article, the Council of Ministers may
by Regulations allow donations or gifts provided
for public use to be deducted.

3) Interest paid to shareholders on loans and
advances shall not be deductible to the.extent
that the loan or advances in respect of which the
interest paid exceeds on average during the tax
period four times the amount of the share capital.
'I'l!xSsub-Amdedoesnotlpplymbmksmd
insurance companies.
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4)

In the case of bodies other than companies, Sub-
Article (3) above shall apply as if for the reference
to share capital there were substituted a reference to
basic capital.

Trading Stock

1)

2)

3)

For the purposes of ascertaining the income of a
person for a tax period from a business, there shall
be deducted the cost of trading stock of the business
disposed of by that person during that period.

The cost of trading stcok disposed of during a tax
period is determined on the basis of the average-
cost method, i.e. the generally accepted accounting
principle under which trading stock valuation is
based on an average cost of units on hand.

The term “trading stock’ means any business asset
that is either used in the production process and
becomes part of the product, or that is hold for sale.

Depreciation

1)

2)

3)

4)

5)

6)

7

8)

9)

10)

1)

In the determination of taxable business income,
the owner of the business assets may deduct
depreciation for business assets.
Fine art, antiques, jewelry, trading stock and other
business assets not subject to wear and tear and
obsolescence shall not be depreciated.
The acquistion or construction cost, and the cost of
improvement, renewal and reconstruction, of buil-
dings and constructions shall be depreciated in-
dividually on a straight-line basis at five per cent
(5%).
The acquisition or construction cost, and the cost of
improvement, renewal and reconstruction, of intan-
gible assets shall be depreciated individually on a
straight-line basis at ten percent (10%).
The following two categories of business assets
shall be depreciated according to a pooling system
at the following rates:
(a) Computers, information systems, software
products and data storage equipment: twenty-
five (25%).
(b) All other business assets: twenty percent
(20%).
In each category as referred to in Sub-Article (5),
the rate of depreciation specified in that Sub-Article
shall be applied to the depreciation base of the
category.
The depreciation base shall be the book value of the
category as recorded in the opening balance sheet
of the tax period:
(a) increased by the cost of assets acquired or
created and _the cost of improvement, renewal
and reconstruction of assets in the category
during the tax period.
decreased by the sales price of assets disposed
of and the compensation received for the loss
of assets due to natural calamities or other
involuntary conversion during the tax period.
If the depreciation base is a negative amount, that
amount shall be added to taxable profit and the
depreciation base shall become zero.
If the depreciation base does not exceed Birr 1,000
the entire depreciation base shall be a deductible
business expense.
If a revaluation of business assets takes place, no
depreciation shall be allowed for the amount of the
revaluation.
In determination of taxable business income a
deduction is permitted in respect of each category
of business assets for the maintenance and im-
provement expenses of business assets belonging
to that category for the acutal amount of the
expenses, but not in excess of twenty percent
(20%) of the deprciation base of the category at the
end of the year. Any actual expenses exceeding this
twenty percent (20%) shall increase the de-
preciation base of that category.

(b)
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25.

26.

27.

1ransfers of Business Assets

1) When assets used in a business are sold, exchanged,
or otherwise transferred, gain or loss is recognized
on the transfer.

2) Transfers of business assets among companies
which are parties to a reorganization are not treated
as a disposal of the property.

3)  The value of business assets held by a company or
companies which are parties to a reorganization is
the same as the value of such assets immedijately
before the reorganization. Similarly, the balance
value of any depreciation categories shall be carried
nver.

4) ‘‘reorganization’’ means:

(a) amerger of two or more resident companies;

(b) the acquisition or takeover of fifty percent
(50%) or more of the voting shares and fifty
percent (50%) or more of all other shares by
value of a resident company solely in ex-
change for shares of a party to the reor-
ganization;

(c) the acquisition of fifty percent (50%) or more
of the assets of a resident company by another
resident company solely in exchange for
voting participations with no preferential
rights as to dividends of a party to the
reorganization;

(d) adivision of a resident company into or more
resident companies; or

(e) aspin-off
The Tax Authority shall ensure that the mer-
ger, acquisition, takeover, division, or spin-off
is not having tax avoidance as a principal
objective.

5) The rules of Sub-Article (1) - (4) shall not apply to
the transfer of assets described under Article 23 (5).

6) Loss shall not be recognized on the transfer of a
business asset to related person within the meaning
of Article 2(4).

Bad Debts

In the determination of taxable business income, a

deduction shall be allowed for a bad debt if the

following conditions are met:

(a) an amount corresponding to this debt was

previously included in the income;

(b) the debt is written off in the books of the taxpayer;

and

(c) any legal action to collect the debt has been taken

but the debt is not recoverable.

Special Reserves for Finance Institutions
In the determination of taxable business income of
finance institutions a deduction shall be allowed for
special (technical) reserves in accordance with the
directives issued by the National Bank of Ethiopia; the
business income, however, shall be increased by
amounts drawn from such reserves.

Participation Deduction

1) If a resident company or partnership reinvests the
profit it earned to raise the capital of another
company or partnership subject to the conditions in
Sub-Article (2) and (3); such amount shall be
deductible from its taxable income.
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2)

3)

4)

28.
1)

2)

3)

29.
1)

2)

The deduction mentioned in letter (a) of Sub-
Article (1) shall apply to shares of resident com-
panies that are subject to taxation under Scdedule C
and in which the investing body has a shareholding
of at least twenty-five percent (25%), by value or by
number, in the share capital or the voting rights.

The deduction mentioned in letter (b) of Sub-
Article (1) shall apply to basic capital of resident

registered partnerships that are subject to taxation
under Schedule C and in which the investing body

holds at least twenty-five percent (25%) by value of

basic capital.

The Council of Ministers shall by regulations

determine the manner in which thc incentive

granted in this Article shall be applied.

Loss Carry forward

If the determination of taxable business income
results in a loss in a tax period, that loss may be set
off against taxable income in the next five (5) tax
periods, earlier losses being set off before later
losses.

If during a tax period the direct or indirect
ownership of the share capital or the voting rights
of a body changes more than twenty-five percent
(25%), by value or by number, Sub-Article (1) shall
cease to apply to losses incurred by that body in that
tax period and previous tax periods.

A net operating loss may be carried forward and
deducted only for two periods of three years.

Transfer Pricing

Where conditions are made or imposed between
persons carrying on business in their commercial or
financial relations which differ from those which
would be made between independent persons, the
Tax Authority may direct that the income of one or
more of those related persons is to include profits
which he or they would have made but for those
conditions. The Tax Authority shall do so in
accordance with the directives to be issued by the
Minister.

In order to ensure the just and efficient application
of this Article the Tax Authority may make
agreements in advance with persons carrying on
entrepreneurial activities, subject to conditions if
necessary, that specified conditions between
related persons do not differ from those which
would be made between independent persons.

30. Exemptions

1)

2)

The following categories of income shall be
exempt from payment of business income tax
hereunder:

(a) awards for adopted or suggested innovations
and cost saving measures, and

(b) public awards for outstanding performance tax
any field.

(c) income specifically exempted from income tax
by the law in force in Ethiopia, by international
treaty or by an agreement made or approved by
the Minister.

The revenue obtained by:
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(a) the Federal, Regional and Local Governments of
Ethiopia; »
(b) the National Bank of Ethiopia
from activities that are incidental to their
operations shall be exempt from tax on Schedule
C income.
SECTION V
Scheduled Income/Other Income

Royalties

1) Royalties shall be liable to tax at a flat rate of five
percent (5%).

2) The withholding Agent who effects payrent shall
withhold the foregoing tax and account to the Tax
Authority within the time limit set out in this
Proclamation. L

3) Where the payer resides abroad and the recipient is a
resident, the recipient shall pay tax on the royalty
income within the time limit set out in this
Proclamation. ‘

4) This tax is afinaltax in lieu of a net income tax.

5) The term “roayalty” means a payment of any kind
received-as a consideration for the use of, or the
right to use, any copyright of literary, artistic or
scientific work, including cinematography films,
and films or tapes for radio or television broadcas-
ting, any patent, tradework, design or model, plan,
secret formula or process, or for the use or for the
right to use of any industrial, commercial or
scientific equipment, or for information concerning
industrial, commercial or scientific experience.

Income from Rendering of Technical Services

1) All payments made in consideration of any kind of
technical services rendered outside Ethiopia to
resident persons in any form shall be liable to tax at
a flat rate of ten percent (10%) which shall be
withheld and paid to the Tax Authority by the payer.

2) The term “technical service” means any kind of
expert advise or technological service rendered.

Income from Games of Chance

1) Every person derving income from winning at
games of chance (for example, lotteries, tombolas,
and other similar activities) shall be subject to tax at
the rate of fifteen percent (15%), except for win-
nings of less than 100 Birr.

2) The payer shall withhold or collect the tax and
account to the Tax Authority in the manner
provided in Article 67.

3) This tax is a final tax in lieu of income tax.

Dividends

1) Every person deriving income from dividends from
a share company or withdrawals of profits from a
private limited company shall be subject to tax at the
rate of ten percent (10%).

2) The withholding Agent shall withhold or collect the
tax and account to the Tax Authority.

3) This tax is a final tax in lieu of income tax.

Income From Rental of Property

Every person derving income from the casual rental of
property (including any land, building, or moveable
asset) not related to a business activity taxable under
Article 17 shall pay tax on the annual gross income at
the rate of fifteen percent (15%). This tax is a final tax in
lieu of a net income tax.
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36. Interest Income on Deposits

1) Every person deriving income from interest on
deposits shall pay tax at the rate of five percent
(5%).

2) The payer shall withhold the tax and account to the
Tax ‘Authority in the manner provided in Article 67.

3) This tax is a final tax in lieu of income tax.

37. Gain on Transfer of Certain Investment Property

1) ‘Income Tax shall be payable on gains obtained
from the transfer (sale or gift) of property described
in this Article at the following rates:

(a) building held for business, factory, office 15%
(fifteen percent)

(b) shares of companies 30% (thirty percent)

2) Gains obtained from the transfer of building held
for residence shall be exempt.

3) The basis for computation of gains obtained from
the transfer of properties described in this Article
shall be determined by Regulations to be issued by
the Council of Ministers.

4) Any exchange of shares in a resident company
which is a party to a reorganization — as defined in
Article 24(4) - in exchange for share in another
resident company which is also a party is not a
disposal of the shares.

5) The value of the shares given in exchange under
Sub-Article (4) shall be equal to the value of the
original shares.

6) Loss on the transfer of such property shall be
recognized and be available to offset gain subject to
the following limitations:

(a) Losson transfers under this Article may be used
to offset gain on transfers under this Article, but
may not be used to offset any other income or
gain. Unused losses may be carried forward
indefinitely.

(b) No loss shall be recognized on transfer to
associates within the meaning of Article 2(4).

7) Any person authorized by law to accept, register or
in any way approve the transfer of capital assets
shall not accept, register or approve the transfer
before ascertainig that the payment of the tax has
been duly effected in accordance with this Article.

CHAPTER 11
Procedural Provisions
Section 1
General Provisions

38. Powers And Duties of Tax Authority

1) The implementation and enforcement of this
Proclamation and of Regulations issued hereunder
shall be the duty of the Tax Authority.

2) Notwithstanding anything to the contrary in any
other law, the Tax Authority shall be empowered to
investigate any statements, records and books of
account submitted by any taxpayer at any time by:

(a) sending duly accredited inspectors to the place
of business or practice of the tax payer to check
same or any vouchers, stocks of other material
items of the taxpayer;
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(b) requiring the taxpayer or any employee thereof who
has access to or custody of any information, records
or books of account to produce the same and to
attend during normal office hours at any reasonably
convenient tax office and answer any questions
relating thereof;

(¢) requiring any person including municipality, Body,
Financial Institution Department or Agency of
Federal or Regional Government to disclose par-
ticulars of any information or transactions, in-
cluding any lending or borrowing which it may
have relating to the taxpayer.

39.  Confidentiality of Tax Information

1) The Tax Authority and all persons who are or have
been its agents or employees shall maintain the
secrecy of all information except such information
as are required by the Commercial Code of
Ethiopia to be published by trade gazette, on
particular taxpayers received by them in an official
capacity, and may disclose such information only
to the following persons:

(a) employees of the Tax Authority, for the purpose
of carrying out their official duties;

(b) law enforcement agencies, for the purpose of
the prosecution of a person for tax violations;

(c) courts, in proceedings to establish a person’s
liability for tax, penalties, or interest, or in any
criminal case;

(d) tax authorities of a foreign country, in accor-
dance with an international treaty to which
Ethiopia is a party.

2) Persons who receive informaion under Sub-Article
(1) must maintain the secrecy of that informaion,
except to the minimum extent necessary to achieve
the object for which disclosure is permitted. Other
persons who receive information the disclosure of
which is regulated by this section may not further
disclose the informaion and must return documents
reflecting the informaion to the Tax Authority.

3) Information concerning a taxpayermay be disclosed
to another person with the taxpayer’s written con-
sent.

40.  Code of Conduct for Tax Authority Employees

1) Each employee of the Tax Authority shall:

(a) be honest and fair, treating each taxpayer with
courtesy and respect;

(b) apply the law, regulations and rulings to each
case on the basis the objective facts in that case,
showing no partiality to members of his family
or to friends;

(c) refrain from participating in any determination
that will affect his or his spouse’s tax liability;

(d) where either a known family relationship or a
business interest might influence any deter-
mination he must, as an employee, make public
(in the manner provided by regulations) such
relationship or interest;

(e) Subject to Article 39 protect the confidentiality
of any tax or duty information, and

(f) not solicit or accept any bribe or perform any

other improper act relating to the duty to
determine or collect any tax.
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2) No employee of the Tax Authority shall act as a tax
accountant or consultant or accept employment from
any person preparing tax declarations or giving tax
advice.

Co-operation of other Entities

1) All Federal and Regional government authorities
and their agencies, Bodies, Kebele Administrations
and Associations shall have the duty to co-operate

with the Tax Authority in the enforcement of this
Proclamation.

2) (a) No Ministry, Municipality, Department or Of-
fice of Federal or Regional Government shall
issue or renew any license to any taxpayer
unless the applicant produces a certificate from
the Tax Authority to the effect that tax due in
respect of the preceding year or years, have
been paid or where the taxpayer is seeking
license for the first time that he has registered
w‘ith the Tax Authority unless appeal is pen-
ding, or time for payment is extended by the

- Tax Authority.

(b) If the Tax Authority refuses to issue a certificate
it shall, on demand by the applicant for the
license, provide him or it with a written
statement of its reasons therefore.

(c) Any applicant who is aggrieved by the reasons
stated by the Tax Authority for refusing to issue
a certificate or by the revocation of his or its
license may appeal in writing to the Review
Commumittee.

Powers of the Minister

In addition to any powers specifically vested in him in

this Proclamation the Minister of Finance and

Economic Development may:

(a) enter into agreement with other Government for the
avoidance of double taxation on activities or tran-
sactions liable to tax in the territories of both parties;

(b) in his discretion, waive tax upto an amount of birr
100,000 in cases of grave hardship due to natural or
supervening calamity or disaster, or in cases of
exceptional personal hardship not attributable to
negligence or any failure on the part of the taxpayer
to discharge any duty under this Proclamation; and

(c) no amount of tax in excess of Birr 100,000 shall be
waived except with the approval of the Council of
Ministers.

(d) issue Directives for the better implementation of
this Proclamation and Regulations issued there

under.

TIN Requirement

(a) Every person having a tax obligation is required to
obtain a tax payer identification number (“TIN™),
but in no case may a person obtain more than one
TIN.

(b) No taxpayer is to be charged a fee for obtaining a
TIN.

(c) Theregistration process shall proceed according to
the timetable to be prescribed by directives to be
issued by the Tax Authority.

Supplying TIN to the Tax Withholding Agent

A person subject to tax withholding is required to

supply the TIN to the withholding agent. When paying

over the withheld tax, the withholding agent shall list
the taxpayer’s TIN number along with the amount of tax
withheld with respect to that taxpayer.
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46.

47.

48.

45. Business Licenses

1) A person obtaining a license to carry on a business
occupation is required to supply the TIN to the
licensing authority. All public bodies and ins-
titutions issuing a business or occupational license
shall not issue or renew such license unless the
taxpayer has supplied the TIN.

2) Notwithstanding Sub-Article (1) the licensing
authority may not require the taxpayer to supply a
TIN if according to the registration schedule
distributed as per Article 43 shows that the date for
his registration is not yet due.

Directives

The Minister of Revenue is hereby empowered to issue

directives to provide procedures for TIN registration of

taxpayers. In accordance with those directives, the Tax

Authority shall prepare a schedule of registration for a

TIN, which shall inter alia contain specific dates for

registration of a given class of taxpayers, and shall

distribute copies of the timetable to all licensing
authorities.

Change of Address and Cessation of Business

1) Any taxpayer who makes a change of address shall
notify the Tax Authority of the change within thirty
(30) days.

2) Any taxpayer who ceases a trade or business
activity shall notify the Tax Authority within thirty
(30) days that the activity has ceased. In the case of
a cessation of activity, any declaration of income
required by this Proclamaation to be filed at the end
of a tax year, shall be filed no later than sixty (60)
days after the activity has ceased. Any tax due for
the period in which the cessation occurred shall be
paid on or before the declaration due date deter-
mined under this provision.

3) Where:

(a) any income is derived by a person in a tax year
from any business, activity, investment or other
source that has ceased either before the com-
mencement of the year or during the year, and
if the income had been derived before the
business, activity, investment or other source
ceased it would have been chargeable to tax
under this Proclamation,

this Proclamation shall apply to the income on

the basis that the business, activity, investment

or other source had not ceased at the time the
income was derived.

Record Keeping Requirement

1) All persons who are engaged in a business or trade
as defined in Article 2(5), or who own buildings
held all or in part for rental, except for Category C
taxpayers shall keep books and records.

2) Aperson who is required to keep books and records
in accordance with Sub-Article (1) shall keep the
following information:

(a) a record of the business assets and liabilities,
including a register of fixed assets showing the
date of acquisition the cost of acquisition, and
the current book value of each asset;

(b) a record of all daily income and expenses
related to the business activity and the matter to
which they relate;

() a record of all purchases and sales of goods and

services related to the business activitiy
showing: :

(b)
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(1) the particular goods and services sold;

(ii) the name of the buyers and sellers or providers
in such a manner that they can be identified by
the Tax Authorities;

(iii) and using pre-numbered invoices containing

the vendor’s tax identification number;
d) arecord of trading stock on hand at the end of the
accounting period, including the type, quantity and
cost of that stock as well as the method of valuation
of that stock;

any other document relevant for the determination

of the tax liability.

3) If a taxpayer has certain books or records in a
foreign language, the Tax Authorities may require
that they be translated into one of the official
languages of Ethiopia at the taxpayer’s expense.

4) The books and records mentioned in Sub-Article

(2) shall be kept by the taxpayer for a period of ten

(10) years after the end of the tax period to which

they relate.

Submission of Memorandum of Association

Companies, partnership and other business or-

ganizations shall submit to the Tax Authority a copy of

their memorandum of association and statutes and shall
notify the Tax Authority of any subsequent change
therein.

(e)

50. Public Auditors

51

1) Any auditor, when requested by the Tax Authority in

writing shall submit the audit report of his clients.

2) Where any auditor fails to submit the report within

the time specified in the letter referred above, the Tax
Authority shall notify the Licensing Authority to
withdraw the license of the auditor.
SECTION I
Withholding Procedures
Withholding of Tax on Employment Income

1) Anemployer shall withhold tax from every payment

to an employee, unless the payement is expressly
made tax-exempt by this Proclamation.

2) The obligation of an employer to withhold tax has

priority over all other obligations to withhold any
other amounts from payments to an employee.

3) An employer shall pay the withheld tax to the Tax

Authority within thirty (30) days of the end of each
calendar month, and each payment shall be accom-
panied by a statement with respect to each employee
who derives taxable income for the month.

4) The statement referred to in Sub-Article (3) shall be

in the form and furnished in the manner prescribed
by the Tax Authority, and shall contain the following
information:
(a) the name, address, and TIN of each employee;
(b) the amount of taxable income derived by each
employee from the employment;
(c) the amount of the tax withheld from that income,
and
(d) the amount of any tax-exempt income derived by the
employee.
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52.
1)

2)

3)

4)

)

53.
1)

2)

3)

4)

Collection of Tax On Imports

A current payment of income tax shall be collected
on Schedule C income at the time of import of goods
for commercial use, and the collected amount treated
as tax withheld that is creditable against the tax-
payer’s income tax liability for the year.

The amount collected on import of goods shall be
three percent (3%) of the sum of cost, insurance, and
freight (“CIF value”).

If the amount of income tax collected on the import
of goods results in underpayment of business income
tax due for the year, as determined at the time of
declaration of income tax, the taxpayer is required to
pay the difference with the declaration. If the amount
represents an overpayment of income tax due for the
year, the Tax Authority shall after ensuring the
accuracy of the books and records refund the
taxpayer the amount overpaid within 3 months
period.

The tax collected under this Article shalt be recorded
and accounted - for using the taxpayer’s name,
address, and TIN; provided, however that if a
taxpayer is not required to obtain a TIN the records
shall be kept using only the taxpayer’s name and
address until such time as the taxpayer supplies a
TIN to the collecting agency.

For purposes of implementing the provisions of this
Article the Minister shall by directive define the term
“for commercial use.”

Withholding of Income Tax on Payments

Origanization having legal personality, ', govern-
ment agencies, private nonprofit institutions, and
non-governmental organizations (“NGOs”) shall
withhold income tax on  payments which by
Regulations to be issued by the Council of Ministers
are subject to withholding Tax.

The amount withheld shall be two per cent (2%) Of
the gross amount of the payment.

Within ten days from the last day of each month, the
withholding agent shall transfer to the government
the amount required to be withheld on payments
made during the month. The withholding agent’s
aggregate monthly transfer shall be accompanied by
a statement lising separately each specified person
to whom payments were made; the person’s TIN; the
monthly total of payments made to that person; and
the amount of income tax withheld results in
government with respect to that person.

If the amount of income tax withheld on payment to
specified person results in underpayment of income
tax actually due for the year, as determined at the
time of declaration of income tax, the taxpayer is
required to pay the difference with the declaration. If
the amount. of income tax withheld results in
overpayment of income tax actually due for the year,
the Tax Authority shall refund the taxpayer within
the time and in the manner prescribed under Article
76.
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54.

55.

56.

57.

5) If a withholding agent fails to withhold or under
withholds he shall be made to pay the full amount of
the tax to the Tax Authority.

Withholding of Schedule ‘‘D’’ Income Tax on Payments
1) The payer of any payment subject to tax under

Schedule ‘‘D’’ shall withhold from the payment

the amount of tax required by Schedule ““‘D’’.

The obligation of the payer to withhold tax has

priority over all other obligations to withhold

amounts from payments to a payee (the taxpayer).

A payer shall pay the witheld tax to the Tax

Authority within fifteen (15) days of the end of

each calendar month, and each payment shall be

accompanied by a statement with respect to each
taxpayer who received payments during the month.

The statement referred to in Sub-Article (3) shall be

in the form and furnished in the manner prscribed

by the Tax Authority, and shall contain the
following information :
(a) the name, address, and TIN of each taxpayer;
(b) the amount of payments subject to tax under
Schedule D;
(c) the amount of the tax withheld from the
payments.

At the time of making a payment to a taxpayer, the

payer shall furnish each taxpayer a tax withholding

certificate (in the form prescribed by the Tax

Authority) showing the date of the payment and

stating the information listed in Sub-Article (4); the

taxpayer’s right to contest the amount of tax
withheld; and the manner of doing so.

The tax-witholding certificiate is proof of the

amount of tax withheld on payments subject to tax

under Schedule D.

Issuance of Identification Card

The Tax Authority shall issue identification cards to

Withholding Agents.
Record of Payments and Tax Withheld
1) A withholding agent shall maintain, and make
available for inspection by the Tax Authority,
records showing, in relation to each fiscal year:

(a) payments made to a payee, and

(b) tax withheld from those payments.

The withholding agent shall keep the records

referred to in Sub-Article (1) for five (5) fiscal years

after the end of the fiscal year to which the records
relate.

The Tax Authority may require a withholding agent

to furnish a copy of the records to be maintained

under Sub-Article (1) in the manner, form and at
the intrvals prescibed by the Tax Authority.

Adjustment To Tax Due For Year

And Withholding Agent’s Indemnity

1) Except for tax withheld with respect to final taxes,
withheld tax {or tax paid currently under Articie 53
or Article 54 or collected on import under Article
52 is included in ascertaining a taxpayer’s tax due
for the tax year.

2)

3)

4)

5)

6)

2)

3)



X FULERTE &fol-t 1267 DUM (3 RT 7 THETS %9

iz

L)
<

Bt

0-+ANANS +h4-L LAN AL N-+oow it

g s TN 0, eLL10F Ao~ +4¢30 90,
OHLL1D- IC KT LN LAD- TP PN ALY
(HY AP aow i+ hihé.L ZAN AL ¢ 70
LOPL AT AMC A1 QA AM7T 0, £L.41
na- 1M, ¢+LL10% 9 10C AtPrANT (@ R 73e
hiA EEme-As

nea »oat
CNC Y AT APPN avCr P

LAN hePU HE,

Y APE M1L1110 owld (RTL eoMIcC
Hovy @01 “MC hde PITA 1A eF00a-7
OLT LUT@F 11, A°T4I1T NHoe'r NAA P00
Mo~ OLF° PTINLAD LA NAmPAL 440
£YT P1F CLAN hPPH ooCUPPTI avwed
19747 QHovr R7L4+AN00 OLI° RILANLA
TETC WILANNYE 0L RIS oege
NDCR, 718,450 LL.LIA::

& OHY W1% 300 AR (8) hS ©pres0-
Ki&tmOd S e ANILED- apAmT
AL CLAN APPU 17¢- AL W35.0-A hALTEL
M0++C T15F0-9° P0C N4-L LAY 0TS 17HA
AIPOAFA AL Otavwedt og9e 0-+aNnang
ThéL LAN AL (tovwi4+ evad hPPH HE,
ao OH hAT

A7NC AhddA 00N 072 AT 0+aNALE
ThéL AN AL (t+avwid e7a4 hPPH HE,
aow /it av Py WA T

MITo-9° (@ YA APPU NHL.®F Ao
AIRLPLAT CNC ADIL@OF  QAADMT
MbhG PmeP LFAA: CIANC ADIL@- OA»~
AMY TAPAE HE, CINC N4L7F LA O0Fhha
PULEAL Y- A= ALP°FNT ADmT PN
M6 hG PO D-F A\

CNC N4 CLAN KhPPH HE WIBADT 4+
P CONT ALaPHIT WIALPS @LI° (80,
ATARLAHIY A%TL:4 PG N2 PUL CONT
TP @L9° eNN “TNNT LADT AL Am-m
N+L2L10T 09M0C Havy pae MAD- Go0t @)
L@ “70-+he ALLANVFD- 21040

OTé 1THAN W3 POPA AL Choow it PLAN APPH
HS

& AMIC AhGLA MLOA LA 074 17HA KIS
NP0 AL (1w it 0LAN h PLUHE, PO LHD-
I0C h4-2 1. AZIDhAT 0C hé-2 e+PNAdT
@OLI° (hov ¢+PHATT €1FHAN aom? LA
@O T+ RANF

AMIC Ah4LA ALOA LAk 0T 13H0 RGP
0F0 AL (tovw it €A hePH HE PolLN
MIC N4-L @R, K247 071.0AD- OC N2 -0
£o1.6°@m NG P LIPT Y-

-~

pleg

1'.11

QN

iy )

L)

HH

& AMNC AhdLA ALAA LAY 0HANANS +hé-L
LAl AL (tovw i AN AEPN HE, o781
“MIC h4-£1 10,07 1°L.LwANT LH NDov (-0
ALY T e+PHOT €1THA om? NLANG @-0T
“Mtt AAOT

g AMIC AhéLA ALAA LANT OFANANLS +hée
LA AL etavwlt eLAA KPP HE Po1LLM
IMIC hé-L @R, K41 PoL0A® (1o (+hé
L9 ¢4 2H (P Yo

(HY APE N THL£111@- aow 2+ K32 1014 091C
N4 +ANAa0, jo- e91.0A0- Paonl P n
PHANL OLI° hGfa- e91LPamm- (4o
NELPT +héGh (LPT9° INC hée Zans
AP POA ao )+ O1TOT LH Yo-=

(Y APE L5110 aow -+ 173 LA +hé-2
a1 Yo - POLPHD- ARG PO~ 9N e
U@ 8.3 0t+hha e od AP? o Ly
ATE 1@ 0@ (LI AHY LA ot
PP CADSOL HNC herhSor (14T K32+
h4-L 24N R eng°=

& AT00 ATPR (6) h4E909° PANSOL AeC
Theoy PoL0A@-1—

by

b~

2)

www.abyssinialaw.com

Federal Negarit Gazeta-No.34 4* July,2002—Page 1888

A withholding agent who has withheld under this
Proclamation and remitted the amount withheld to
the Tax Authority is treated as having paid the
withheld amount to the payee for the purposes of a
claim by the taxpayer for payment of the amount
withheld.
SECTION I
Tax Accounting Principles

58.  Method of Accounting

1)

2)

3)

4)

5)

Subject to this Proclamation, for the purposes of
ascertaining a person’s income accruing or derived
during a tax period, the timing inclusions and
deductions shall be made according to generally
accepted accounting principles.

Without prejudice to Sub-Articles (1) and (3), and
unless the Tax Office prescribes otherwise in par-
ticular case, a taxpayer shall account for tax purposes
on a cash or accural basis.

A company shall account for tax purposes on an
accrual basis,

A person may apply, in writing, for a change in that
person’s method of accounting and the Tax office
may, by notice in writing, approve the application
but only if satisfied that the change is necessary to
clearly reflect that person’s income.

If the person’s method of accounting is changed,
adjustments to items of income, deduction, or credit
shall be made in the tax period followin g the change,

so that an item ig not omitted or taken jn account
more than once.

59.  Cash-Basis Accounting

1)

2)

A person who is accounting for tax purposes on a
cash basis shall acoount for amounts to be included
in calculating that person’s income when they are
received by, or made available to that person.

An outgoing or expense is incurred by a person who

is accounting, for tax purposes, on a cash basis when
it is paid by that person.

60. Accrual-Basis Accounting
1) A person who is accounting for tax purposes on an

accrual basis shall account for amibunts to be
included in ascertaining that person’s income when
they are receivable by that person.

2) An outgoing or expense is incurred by a person who is

3)

4)

5)

accounting for tax purposes on an accrual basis when it
1s payable by the person.
Subject to this Proclamation, an amount is receivable
by a person when that person becomes entitled to
receive it, even if the time for discharge of the
entitlement is postponed or the entitlement is
payable by installments.
Subject to this Proclamation, an amount is treated as
payable by a person when all the events that
determine liability have occurred and the amount of
the liability can be determined with reasonable
accuracy, but not before economic performance with
respect to that amount occurs.
For the purposes of Sub-Article (4), economic
performance occurs:
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(a) with respect to the acquisition of services or
property, at the time the services or properties

are provided;

with respect to the use of property, at the time

the property is used; or

in any other case, at'the time that person makes
payment in full satisfaction of the liability.
Prepayments : ‘ .
Without prejudice to Article 21 of this Proclamation, a
deduction for an outgoing or €xpense incurred on a service or
other benefit which extends beyond twelve months including

(b)
(c)

~ cost of lease of land, shall be allowed proportionately over the

tax periods to which the service or other benefit relates.

Claim of Right
1) A taxpayer who is accounting for tax purposes on a
cash basis shall treat an amount as received and an
outgoing or expense as paid, even though that person
is not legally entitled to receive the amount or liable
to make the payment, if that person claims to be
legally entitled to receive, or legally obliged to pay
the amount.
Where Sub-Article (1) applies and that person later
refunds the amount received or recovers the out-
going or expense paid, an appropriate adjustment
shall be made to that person’s income cf the tax
period during which the refund or recovery occurs.
A person who is accounting for tax purposes on an
accrual basis shall treat an amount as receivable and
an outgoing or expense as payable even though that
person is not legally entitled to receive the amount or
liable to make the payment, if that person claims to
be legally entitled to receive, or to be legally obliged
to pay the amount. :
Where Sub-Article (3) applies and that person later
ceases to claim the right to receive the amount or to
claim an obligation to pay the outgoing or expense,
an appropriate adjustment shall be made to that
person’s income of the tax period during which that
person ceases to make the claim.
Long Term Contracts
1) In the case of a person accounting for tax purposes
‘on an accrual basis, the timing of inclusions in and
deductions from income relating to a long-term
contract of a business of that person shall be
accounted for on the basis of the percentage of the
contract completed during any tax period.
The percentage of completion is determined by
comparing the total costs allocated to the contract
and incurred before the end of the tax period with
the estimated total contract costs including any
variations or fluctuation.
Where during the tax period in which a long-
term contract of a business is completed the
person carrying on the business:
(a) incurs a loss; or :
(b) has an unrelieved loss available for carrying
forward under Article 28(1);
; Which is attributable to the Jong-term contract,
the Tax Authority may allow the loss to be:
(c) carried back to preceding tax periods, and
(d) applied against an amount of income of a tax
period not exceeding the amount by which
inclusions in the income of the business relating
to the long-term contract for that period exceed
deductions therefrom.

2)

3

4)

2)

3)
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A loss incurred by a person in carrying on a business
during a tax period is attributable to a long-term
contract of the business to the extent that deductions
allowed in ascertaining the income from the business
relating to the long-term contract for that period
exceed inclusions in ascertaining that income.

In this Article, ‘‘long-term contract’’ of a business of
a person means a contract for manufacture, ins-
tallation, or construction, or, in relation to each, the

- performance of related services, which is not com-

pleted within the tax period in which work under the
contract commenced, other than a contract estimated
to be completed within twelve (12) months of the
date on which the work under the contract commen-
ced.

SECTION IV
Declaration and Assessment

64. Tax Year

65.

1)

2)

3)

4)

3)

Unless otherwise provided, the period for tax assess-

ment (‘‘tax year’’) shall be the fiscal year, that is, the

one-year period from 1* Hamle to 30" Sene.

The tax year of a person is:

(a) in the case of an individual or an association of
individuals, the fiscal year;

(b) in the case of a body, the accounting year of the
body.

A body shall not change its accounting year unless it

obtains prior approval, in writing, from the Tax
Authority and complies with any condition that may
be attached to the approval.
The Tax Authority may, by notice in writing, revoke
an approval granted to a company under Sub-Article
(3) if the body fails to comply with any of the
conditions attached to the approval.
Where the tax year of a person changes as a result of
Sub-Article (3) or (4), the period between the last full
tax year prior to the change and the date on which the
new tax year commences shall be treated as a
separate tax year, to be known as the ‘‘transitional
year.”’

Certificate and Assessment of Schedule A Income

1y

2)

3)

4)

)

The tax-withholding certificate issued by an em-
ployer to an employee shall be proof that tax in the
amount stated was withheld on the employee’s
Schedule “A” income of the amount stated.

The amount of tax withheld on an employee’s
Schedule A income, paid to the Tax Authority and
accompanied by the employer’s statement (as
required by Article 51) shall be the amount assessed
by the Tax Authority effective on the date the tax is
paid, and subject to later amendment if the Tax
Authority determines that an error or omission has
been made.

In the case of an employee whose taxable income for
a tax year consists exclusively of Schedule “A”
income, no declaration of income is required.
Notwithstanding the preceding, an employee
working for more than one employer or an employee
of international organization having diplomatic im-
munity or working in embassies, missions and other
consular establishments of a foreign government
shall himself declare and pay taxes on his schedule
“A” income with the time prescribed under Article
51(3).

If an employer finds out that his employee has more
than one employment income and if he ascertains
that the other employer(s) have not aggregated said
income, he shall aggregate and withhold the tax
thereon.
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66. Declaration and Assessment of Schedule B and C
Income

1) Every taxpayer who has Schedule B or Schedule C
income shall prepare a declaration of his income in a
form prescribed by the Tax Authority. Taxpayers
shall submit the tax declaration to the Tax Authority
at the time of submitting the balance sheet, and the
profit and loss account for that tax year within the
time prescribed below:

(a) Category A taxpayers within 4 months from
the end of the taxpayers tax year.

(b) Category B taxpayers within 2 months from
the taxpayers tax year.

2) The type of records to be submitted to the Tax
Authority in accordance with Sub-Article (1) above
shall be determined by Regulatons to be issued by
the Council of Ministers.

3y The tax calculated in accordance with the tax declaration,
reduced by the tax with heldin accordance with

Articles 52 and 53 of this Proclamation and the
amounts provided by Article 7 (foreign tax credit) of
this Proclamation during the tax year, shall be trans-
ferred by the taxpayer to the Tax Authority simul-
taneously with the tax declaration.

4) Any excess payments over the tax calculated accor-
ding to Sub-Article (3) of this Article shall be
refunded by the Tax Authority to the taxpayer within
ninety (90) days of becoming satisfied on the tax
declaration.

5) The amount of tax due for the year, as stated in the
declaration, shall be the amount assessed by the Tax
Authority although the Tax Authority may deter-
mine that an error or omission has been made and
therefore may issue an amended assessment.

67. Declaration and Assessment of Schedule D Income

1) Every taxpayer who has Schedule D income, not
subject to withholding at source constituting a final
tax, shall prepare a declaration of that income in a
form prescribed by the Tax Authority. Taxpayers
shall submit this declaration to the Tax Authority
within two (2) months from the end of the Ethiopian
Fiscal Year.

2) The tax calculated in accordance with the de-
claration, after the amounts provided by Article 7
(foreign tax credit) paid during the year with respect
to the Schedule D income subject to declaration
having been reduced, shall be transferred by the
taxpayer to the Tax Authority simultaneously with
the declaration.

3) The amount of tax due for the year, as stated in the
declaration, shall be the amount assessed by the tax
Authority unless the Tax Authority determines that
an error or omission has been made.

68. Standard Assessment for Category C Taxpayers

1) A standard assessment method shall be used to
determine the income tax liability of Category C
taxpayers.

2) The standard assessment shall be a fixed amount of
tax determined in accordance with a Council of
Ministers Regulations establishing a schedule of
standard assessment amounts that reflect variations
in the type of business, business size, and business
Jocation. The taxpayer shall pay the tax determined
in accordance with standard assessment on the 7®
day of July to the 6" day of August every year, unless,
the taxpayer requested and is allowed to make
installment payments in accordance with Council of
Ministers Regulations.
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A taxpayer who derives income from different sources
subject to the same schedule shall be assessed on the
aggregate of such income.

i)

R
=

ADAT 0L ‘T odfay P40 WPy £ €9MC | 71. Limitations

AIL@- QAT C+L00 710 OEf Kt 1) If a taxpayer has submitted a declaration of income
nnae M147 2007 COLTA@- NG 9o°T LH @-0T within the time limit and manner as prescribed in this
Y0 = LUI° CF Yoot LI EmC C7LEI L= 1L Proclamation, the Tax Authority has five (5) years to
T Ok e aP LA NANT CordlT ¢ EIOC amend the assessment. The five-year assessment
BUGA = period runs from the due date of the declaration.

g  MC h4% ALY APE NtoeAlbo- ARAT P10 2) If a taxpayer has submitted a declaration in the
TN OLLD-F PPLO VT £ TN O L@ O L0~ manner required by this Proclamation, but after the
ZS‘Z] 2223‘ ﬂ‘? i,(’ qt}\'f;‘(,l)‘(l":;’r;‘ "l].g, ‘f,';:,‘ ,{ U’,l:' 'z"g_‘g,;" due date for making a declaration, the Tax Authority
e} TINIFOEe hi-Fhhae 4T @O has five (5) years to amend the assessment. The five
LFAA = LUI° €F Gov Tt LH aedmCi POLE I L= years assessment period runs from the date the
NG ANIL@- QA2AMT 1L ‘10T 0L LD~ declaration was received by the Tax Authority.
nt0at 3 At yo- = 3) In case where the taxpayer has not declared his

i MC h4% 1007 PANT O+ 0L C1P0L0L income or has submitted a fraudulent declaration, not
L ThJFodf £PLL0 RILPY COMC ANLO- time limit provided in any other law shall bar the
AAANT (1915TFD-P BA w7 CTLY 110 LD assessment of the tax by the Tax Authority.
ALL@- “MN4-T (975 F@-9° L1 avONF LTAA

NEA hoo0t SECTIONV
eNC @OTE FTHT 0 &P Assessment Notzﬁcau.on
eC @E  TINIOEL LHT 72. Contents of Assessment Notzf?catton ‘
RTRTE POHIC @ols TN o+f CoLnta-Td Every assessment notification shall contain the
A9 AF ao P AANT: following elements:

B mPAA LIS LY APE owlt +4S5T 0oL 1) gross income and deductions applicable under
13 OOPF this Proclamation;

g 9MC P7LhLANTT 0L ¢ 2) taxable income;

i 47T 0915 LT £910NAEL AN 0RF° oo 3) rates applicable or percentage;

- ¢thidAms L} MIC ¢ 4) taxes paid and due;

& TIST@Y9° avdss, LI MAL: ¢ 5) any penalty or interest;

7+ POMIC 427 O9° ¢ AL 1 POIC hédL aPAf 6) the taxpayer’s name, address, and TIN; and
®TC: 7) a brief explanation of the assessment and a

R 2947 AOANT HE ARG “MIC hitf QAAD- avA)-+ statement of the taxpayer’s rights_
hPCTMEes = 73.  Service of Tax Notices

eC @+ig 2N F 0L PT AATLLCHNT v T

PG ANML@ AA»AMT AMNC hé 271N

NFo- ¢MIC @iy “NT0LePT 0L MieT

NFOELPT (TLhHAD- U-5F AMIC D42 DR hG

LRCAA

(v) T2y E QAR 00T APY Q@D OALe
70 0L9° NPrI AMC 142 ORE. Neeam T
OLP° A+ CAA RTLPY | hLHANE @07 AT
Fw-9° hhA oom? ALLON O LI° oG LP - B L.I°
Pov-@ MLI° 0312 ¢ NP0t P2Fé PTC
A“LPNL@ TG (@ (levhmT | PSP
0oL Lm7 9LPNA A@ NATTT LT 270
Fo¢f 1°MIC hé-¢& aoFef (T (AC AL oL9
eav Gl P Lk DA NPy @LT° 131 17 ¢ hav:
P5e NPAMG |

A) +Po1 Pk QA ATRE o-nT APY LCET NhLe-

70 AT QeI PLCPE AL

oA oL9° NSCPHE €718 /¢ 0 A%LTT -

TIFD-g° O ¢ avd LI +PML Novdmt ¢

1) Income tax assessment notices or other notices
issued by the Tax Authority to any taxpayer shall be
communicated in writing as follows:

(a) Inthe case of aresident individual, by registered
letter or by delivery to the taxpayer in person, or
if he is absent, to any adult member of his family
or any person employed by him at his residence,
or place of business or, professional practice,
provided that, if, no person can be found to
accept such service, then, the same may be
effected by affixing the notice to the door or
other available part of the said residence or
place of business.

in the case of a resident body, by registered letter
to the registered address of the body or by
delivery to any director or employee of the body
at any of its places of business.
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(¢) in the case of non-resident persons, to their agent
or agents in Ethiopia, or by affixing to the door or
other available part of the residence or place of
business of such agent if he could not be served in
person;

Provided that, if in any case none of these
measures are effective, service may be discharged
by the publication in any newspaper in which
Court notice may be advertised. The cost of such
publication shall be charged to the taxpayer.
2) Any assessment of income tax duly served on the
taxpayer shall become final when:

(a) the taxpayer fails to pay the tax due or to lodge
his or its appeal with the Tax Appeal Commission
within thirty (30) days from the date of receipt of
an assessment notice orfromhe date of decision
of the review committee,

the time for appealing the decision of the Tax
Appeal Commission has expired; or
(c) the Court of Appeal renders its final decision.
3) A taxpayer who does not pay the final assessment as
provided under Sub-Article (2) of this Article is in
default.

(b)

SECTION VI
Payment
74. Tax Payable when Due
Any tax (including whithheld or collected tax) that is to
be paid to the Tax Authority by a stated date shall be
payable on that datg. Failure to make a timely payment
shall result in the imposition of interest and the late
payment penalty.

75. Interest

1) If any amount of tax is not paid by the due date, the
taxpayer is obliged to pay interest on such amount
for the period from the date the tax is due to the date
it is paid.

2) The interest rate under Sub-article (1) of this
Article is set at 25% (twenty five percent) over and
above the highest commercial lending interest rate
that prevailed during the preceding quarter.

3) Interestshall be collected in the same manner as the
tax to which it relates.

76. Credit and Refund
1) Where the Tax Authority is satisfied that tax has
been paid by a person, whether by withholding,
installments, or otherwise, in excess of the person’s tax
libality to which the payment or payments relate,
the Tax Authority shall:
(a) credit the overpaid tax against any liability of
that person in respect of:
(i) other taxes under this Proclamation;
(i) withholding of tax under
Proclamation;
any other amount due to the Tax
Authority under this Proclamation; or
any other tax law; and

refund the remainder to that person within 90

days of becoming satisfied.

2) The Tax payer shall be entitled to an interest set at
the highest commercial lending interest rate in-
creased by 25% (twenty five percent) that
prevailed during the preceding quarter if he/it has
not received the refund within the time prescribed
under Sub-Article (1) (b) of this Article.

this

(1ii)

(b)
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77.

Sub-Article 4 may challenge the decision only
through, the appeal procedure as though the de-
cision were that of an assessment. ¢

SECTION VII
Collection Enforcement

Seizure of Property to Collect Tax

1)

Subject to Sub-Article (4) of this Article, if any
person liable to pay any tax imposed by this
Proclamation is in default under Article 73(3), it
shall be lawful for the Tax Authority to collect such
tax ‘and such further amount as shall be  sufficient
1o cover the expenses of the seizure] by seizing any
property belonging to such person. Seizure may be
made on the accrued salary or wages of any
employee, including a government employee, by
serving a notice of seizure on the officer who has
the duty of paying the salary or wages.

Article on employee’s remuneration or other
property of any person with respect or any unpaid
tax only after the Tax Authority has notified such
person in writing of its intention to make such
seizure. The notice shall te delivered not less than
thirty (30) days before the day of the seizure.

the date on which the tax or interest was paid..
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78.

79.

If the Tax Authority makes a finding that the
collection of the tax is in jeopardy, a demand for
immediate payment of such tax may be made by the
Tax Authority and, on failure or refusal to pay the
tax, collection thereof by seizure shall be lawful
without regard to the 30-days period provided in
Sub-Article (1) and the days provided in sub-Article
4).

The effect of a seizure on employee remuneration
payable to a taxpayer shall be continuous from the
date such seizure is first made until the liability out of
which such seizure arose is satisfied or becomes
unenforceable by reason of lapse of time.

The following shall be exempt from seizure:

(a) such amount of employee remineration or other
periodic income payable to an individual as
does not exceed the exempt amount according
to Schedule A; and

all other income and property that are not liable
to attachment or lien under Ethiopian law.

5)

6)

7)

(b)

Enforcement of Seizure

I. Any person in possession of (or obligated with
respect to) property subject to seizure on which a
seizure has been made shall, unless such property is,
at the time of such demand, subject to an attachment
or execution under any judicial process or is encum-
bered by law with the preferred right of other
creditors as stipulated under Article 30, on the
demand of the Tax authority surrender such property
(or discharge such obligation)

2. Any person who fails or refuses to surrender any
property subject to seizure, on demand of the Tax
Authority, shall be personally liable to the govern-
ment in a sum equal to the value of the property not
so surrendered, but not exceeding the amount of
taxes for the collection of which seizure has been
made (together with costs and interest on such sum).

3. In addition to the personal liability imposed by Sub-
Article (2), if the failure or refusal to surrender is
without reasonable cause, such person shall be hiable
for an additional charge equal to fifty percent (50%)
of the amount recoverable under Sub-Article (2).

4. Any person in possession of property who surrenders
or makes payment in accordance with this Article
shall be discharged from any obligation or liability to
the delinquent taxpayer or to any other person arising
from such surrender or payment.

Production of Books

If a seizure has been made or is about to be made on any
property, any person having custody or control of any
books or records containing evidence or statements
relating to the property subject to seizure shall, on
demand of the Tax Authority, exhibit such books or
records to the Tax Authority.

80. Preferential claim to Assets

1. From the date on which tax becomes due and payable
under this Proclamation, subject to the prior secured
claims of creditors, the Authority has a preferential
claim over all other claims upon the assets of the
person liable to pay the tax until the tax is paid.
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81.

83.

2) Where a person is in default of paying tax, the
Authority may, by notice in writing, inform that
person of the Authority’s intention to apply to the
Registering Authority to register a security interest in
any asset situated in Ethiopia which is owned by that
person, to cover any unpaid tax in default, together
with any expense incurred in recovery proceedings.

3) 1t the person on whom a notice has been served
under Sub-Article (2) fails to pay the amount
specified in the notice within 30 days after the date
of service of the notice, the Authority may, by
notice in writing, direct the Registering Authority
that the asset, to the extent of the defaulter’s interest
therein, shall be the subject of security for the total
amount of unpaid tax.

4) Where the Authority has served a notice on the
Registering Authority under Sub-Article (3), the
Registering Authority shall, without fee, register
the notice of security as if the notice were an
instrument of mortgage over or charge on such

asset, as the case may be, and such registration shall,
Subject to any prior mortgage or charge, operate
while it subsists in all respects as a legal mortgage
over or charge on the land or building to secure the
amount due.

Jeopardy Assessment
In exceptional cases where the Tax Authority has
reasonable grounds to believe that the collection of tax
is in jeopardy, and where a state of urgency exists, the
Tax Authority may issue an administrative order to the
Bank with a statement of justification supplementing its
order to block the accounts of the taxpayer and secure
information thereon, and may make an immediate
assessment of tax for the current period; provided,
however; that the Tax Authority shall obtain court
authorization within ten (10) days from the date of
issuance of its administrative order and further that such
powers may only be used to elucidate information
relevant to the assessme-it.

Priority of claim on Tax Withheld

1) Tax withheld by a withholding agent under this
Proclamation:

(a) is held by the withholding agent in trust for the
Tax Authority: :

(b) is not subject to attachment in respect of a debt or
liability of the withholding agent; and

(¢) in the event of liquidation or bankruptcy of the
withholding agent, does not form part of the
estate in liquidation, assignment, or bankruptcy
and the Tax Authority has a first claim before
any distribution of property is made.

2) An amount that a withholding agent is required
under this Proclamation to withhold from a
payment is:

(a) a first charge on that payment; and

(b) withheld prior to any other deduction which
the withholding agent may be required to make
by virtue of an order of any court or any other
law.

Taxpayer Safeguards

Any property seized under this Section shall be seized,

held, and accounted for onlv by the Tax Authority. No

other agency of the government may require the property
seized under this section to be transferred or given over
to it for any cause whatsoever. If any property seized
under this Section is sold, any portion of the proceeds in
excess of the taxpayer’s liabilities under this section
shall be returned promptly to the owner of the property.
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_ Rewards and Administrative Penalties

'84. Reward for Verifiable Information

5 - “MIC CLhLANTT ML ""7-’"“'}’ A0 07LeN0 l) Where a person provides a verifiable and objective
V . HOPT NOLPPALAC ORFONA (975F 0 ~ information of tax evasion through concealment,
. ﬁrwqﬁg ‘ Glﬂ‘:é:g 4’;‘(:;(37- 24"9‘ 4,“";‘ ~ under reporting, fraud or any other improper
A e e n‘:’:‘;‘ C(ﬁ means, the informer shall be granted upto twenty
- TCAYY) . Keh. M QA0 AT & 0% percent (20) of the amount of tax evaded at the time
BELIDY - L .. of collection of the said tax.
" PUPAIE 4} )\Q’d-ﬂ.m-f ’ *2) The informer shall not be entitled to such a reward
T U) PMICHAPNLA: RCLT A2 DY o2 where: o .
T A) LU CIRLY €80 WL WA Py (a) he/she has participated in the tax evasion; or
PO BAYY tmPoL AT AET AR (b) where such reporting is part of his/her em-
B NCUS MG AAAMY (1CLP@Me gvavl P ployment duty.

LoOSAs
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3)

Details shall be provided by the directives of
the Tax Authority

B 1% QAZ”AM? ACALIT MA@~ v-a3 ¢IC | 85. Reward for Outstanding Performance
_®NLA 183 To) A%LOmr “HIC h4T KT 1) The Tax Authority shall reward tax payers and tax
W Rd AT ATLEAR €MC N AMY officers for outstanding performance and dis-
. w T RA%1T Lamh= ‘ charge of duties.
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86.

Minister of Revenue.

Penalty for Late Filing or Non-Filing

A taxpayer who fails to file a timely tax declaration is
liable for a penalty equal to:

(a) 1,000 Birr for the first thirty (30) days (or part

thereof) the declaration remains unfiled);

(b) 2,000 Birr for the next thirty (30) days (or part

thereof) the declaration remains unfiled);

(¢) 1,500 Birr for each thirty (30) days (or part

thereof)thereafter that the declaration remains un-
filed.

. ‘HIC‘) AN n"'lhﬁ‘ﬂ!"f PoLhLD oopen 87. Penalty for Understatement of Tax
h c 1 OE @ AL 1) If the amount of tax shown on a declaration
n.mﬁ:‘»;’_gvz%wlqgcxvn ,?n;N:.f 7"’"‘;:' understates the amount of tax required to be shown,
s G &m C (oot (1 TCATT) the taxpayer is liable for a penalty in
oY (HY AhTPXR 00 AYPR § Wit the amount of 10% (ten per cent) of the
 hebwe ety aa 0, MEHT OPY NTRPT AATD if th
PhF@PD-? MIC YA Qoo t (§TCAYT) oods understatement or 50% (fifty per cent) if the
Lh&eAAs understatement is considered substaintial in accor-
g MC e AN PhFode MC hEHT Yo dance with Sub—Am<:.le (2)of this Article). o
P hAe hiLe N2°F htooahdt b Ao 2) The understatement is considered substantial if it
0AM NIRVPY YO0t exceeds the smaller of the following two amounts:
V) M, "NFods oo 301 WANT “MNC RE @ twebléty-ﬁve percent (25%) of the tax required
y m-n-'t- NovR): to be shown on the return; or
'rcma- i ) (b) 20,000 Birr.
g “Hc h‘-@ 210% .ﬁ’dﬂ L3P L9072 C7Lam L 3) The penalty shall continue to apply until, the
Pl SR (%, 109 0L RLL LA Pordl Appeal Commission or a Court, as the case may be,
3‘1’;7,‘ M’l‘l\m‘ :t‘ Ak“LAT £ ?mm t4R shall have rendered its final decision.
\ ]
88. Penalty for Late Payment
'l‘# -’%‘:ﬁ:ﬁ ;;":‘ ,;‘ l::l:") AC AR (@ A taxpayer who fails to pay tax liability on the due date
is subject to:
“z::sg.;t\?nq‘ FABLA RIZTY LA (@ a penalty of 5% (ﬁve percent) of the amount of
A@<} MG § TCAYT (A7t Do) assed: and
A) hiLy 03A AAD ANPISTIS OC CwEamsp 7 (b) an additional 2 % (ewo peroen!) Oé:“"ﬁra“:"d‘;“‘ 2:
ALhLA CPL0D MG AT oot (B TCAYT): the tax that remains unpaid on st day
B 7 €LP10 o010 Qoo P 091,04 evPan), each month thereafter.
B “IST@9° 9MIC heL ARTE CFONT ¢IC Hooy | 89 Penalty for Failure to Keep Proper Records

1) The taxpayer shall be liable for a penalty of 20% of
the tax assessed if he failed to keep proper books of
acoount, records, and other documents regarding a
certain {ax year.

If the Tax Authority finds that a taxpayer has failed
for two consecutive tax years, to keep proper books
of account, records, and other documents:

ooy oM} 4. Y AYST Y@l
SR XS oINS PA PN mmra OO0

“C & TCAYT R LHEAAI

O MIC AN QA AMT MG et T10L0-F
LRl oUMAT AYR AT ANTI® oo /XPF
AVAT e Seed ALN PhL UYY
ALLCANDS
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(C)

90.

. 2)

4)

91.

92.

(a) the licensing authority, shall forthwith suspend the
taxpayer’s license ‘on notification by the Tax

L. Authority; . T
if in a subsequent year, the Tax Authority again
.» finds- that the taxpayer has failed to keep proper
- books,- records, and documents, the licensing

‘authority shall revoke the taxpayer's license on

notlfication by the Tax Authority; -

A finding by the Tax Authority that the taxpayer’s
 failure justifies notification of the licensing
~ authority fot purposes of suspension or revocation of

the taxpayer’s license shall for all purposes of this

Proclamation be treated as an ssessment and

notification "may not be sent to the

licensipg authority until the Tax Authority’s finding
is final" '

Penalty for Failure to Withhold Tax
1) A withholding agent who fails to withhold tax in
accordance with this Proclamation is personally
liable to pay to the Tax Authority the amount of tax
which has not been withheld, but the withholding
agent is entitled to recover this amount from the
payee.

The tax withholding liability imposed by this

Proclamation shall be treated as a tax liability for

purposes of any Article providing taxpayers with

the right to contest the amount of tax ‘due or to
recover tax paid. '

In addition to any amount for which a withholding

agent is liable under Sub-ArticJe (1), an agent who

fails to withhold tax in accordance with this

Proclamation shall be liable for a penalty of 1,000

Birr for each instance of failure to withhold the

proper amount. =

A penalty of Birr 1,000 is imposed on the following

individuals:

(a) amanager who knew or shotiild have known of
the failure described in Sub-Article (1);

(b) a chief accountant or another senior officer
who is responsible for supervision or control of
withholding procedures and who knew or
should have known of the failure described in
Sub-Article (1), or whose improper
supervision failed to prevent it.

Penalty for Failure to Meet TIN Requirements

Taxpayers failing to meet the requirements for TIN are
subject to the following penalties:

1) a withholding agent who makes a payment to a
person who has not supplied a TIN is required to .
withhold thirty percent (30%) of the amount of the
payment.

a taxpayer who has not supplied the TIN to the
withholding agent, in addition to what is stipulated
under Sub-Atrticle (1) of this Article is liable to pay
a fine of 5,000 Birr or the amount of the payment,
whichever is less.

Collection of and Appeal Against Penalties

Administrative penalities shall be paid on notice and
demand by the Tax Authority and shall be assessed
and collected in the same manner as taxes. Any
references, in this Proclamation, to “‘tax imposed’’
shall be deemed to include administrative penalties

imposed.

3)

2)
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93. Exoneration of Taxpayer from Liability
In the event that errors that led to incorrect deter-
mination and execution of tax obligations are corrected
independently before commencement of a tax ex-
amination, the taxpayer shall be released from liability,
with the exception of paying the tax and interest.

SECTION IX
Criminal Offences
94. Procedure in Tax Offence Cases
A tax offence is a violation of the criminal law of
Ethiopia and shall be charged, prosecuted, and appealed
in accordance with the Ethiopian criminal procedure
law.
95. TIN Violations
If a person subject to tax is convicted of obtaining more
than one TIN, that person shall be liable to pay a fine of
not less than 20,000 Birr and not more than 50,000 Birr
and to imprisonment of five (5) years per additional TIN

obtained.
96. Tax Evasion

A taxpayer who evades the declaration or payment of

tax commits an offense and, in addition to the penalty

for the understatement of income referred to in Article

86, may be prosecuted and, on conviction, be subject to

imprisonment for a term of not less than five (5) years.
97. Making False or Misleading Statements

1) A tax payer who:

(a) makes a statement, to an officer of the Tax
Authority, that is false or misleading in a
material particular; or

(b) omits from a statement made to an officer of
the Tax Authority any matter or thing without
which the statement is misleading in a material
particular;

commits an offence and is liable on conviction.

2) Where the statement or omission is made without

reasonable excuse, )
(a) and if the inaccuracy of the statement undetec-

ted may result in the underpayment of tax by an
amount not exceeding 1,000 Birr, the tax payer
shall be liable to a fine of not less than 10,000
Birr and not more than 20,000 Birr, and
imprisonment for a term of not less than one (1)

year and not more than three (3) years, and
(b) if the underpayment of tax is in an amount

exceeding Birr 1,000, he shall be liable to a
fine of not less than twenty thousand Birr and
not more than 100,000 Birr and imprisonment
for a term of not less than three (3) years and
not more than five (5) years.

3) Where the statement or omission is made knowin-

glv or recklessly, _
(a) and if the inaccuracy of the statement undetected

may result in an underpayment of tax by an
amount not exceeding 1,000 Birr, to a fineo f
not less than 50,000 Birr and not more than
100,000 Birr, or imprisonment for a term of not
less than five (5) years and not more than ten
(10) years; and )

(b) if the underpayment of tax is in an amount
exceeding Birr 1,000, to a fine of not less than
75,000 Birr and not more than 200,000 Birr, or
imprisonment for a term of not less than ten (10)
'years and notmore than fifteen (15) years.
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A% €MC A0L.o7 AA»ATT 24 AA“TOThA 98. Obstruction of Tax Administration
5 MITo9 \@i— 1) A person who,
U) QLU APP ow/ld 24-@-F (197603 AL (a) obstructs or attempts to obstruct an officer of
EAT CMIC AN, A& AN w5 a0C the Tax Authority in the performance of
LATNA L A“TATHA £°N @29 duties under this Proclamation, or
A) CAPET h4907 N7ISF@-9 AA ADAY (b) otherwise impedes or attempts to impede the

LATHA OLI° A“IAThA 9°hs RIRWPY ¢
OFYPA avLBav LM (L LLLNT hNC
LY 0770 AS hAIC §AV 0°720AT

administration of the Proclamation,
commits an offence and is liable on conviction to a

P1THA B, KRG AT G0 Rt fine of not less than 10,000 Birr and not more than
LM = 100,000 Birr, and imprisonment for a term of two
2 07°htAT RS ATHLYT PoPA0N AReT 0T (2) years.
CIANC ANML@T7 AA»AMT ¢ 07705hA 2) The following and similar other actions are con-
+et Pro- LoNsh: sidered to constitute obstruction:
v) £2C he-27 20, “‘m"’: £/ NIPNPAPT (a) refusal to satisfy a request of the Tax
eol.onNE W RTY: L7 CRTT 0L AT Authority for inspection of documents,

TICTDI9° vl EPF  AavavCao G

ANILO QAZAMT AP L9LT e reports, or other information related to a

PATYTF £ taxpayer’s income-producing activities;

A) CNC ANIL@ WA»AM? ATEE RIL.PCA (b) non-compliance with a Tax Authority request
0LfN &PLT PS AT} ¢ to report for an interview;

d) PC ANL@- VA& ANT w it T @F. MG (c) interference with a tax officer’s right to enter
hé2 €39 #2¢- 0 F Aov0 T PAD-7 oo T the taxpayer’s business premises.
o)LA= 99. Offences by Tax Authority Employee

8- Q90C ~hh10,@- QA2 AT Any person employed for carrying out the provisions
wetEF 0974000 44T of this Proclamaton who:

PILUT APE £7I1PT ATINLAS NHIC Ao (a) directly or indirectly, asks for or receives in

g’)\l(‘lj,?,:)] '}:n'tu;rt‘-!;-d :\_7;?';2“ ?](L)-z';l h&ef ogy connection with any of the officer’s d}lties, a
AN @R, hhemi0F +99C 2C 0+£LH payment or reward, whether pecuniary or
NPT 0LI° 715 QALY 31 L C13HA @ L.9° otherwise, or promise or security for that
tA GLYT NEL @LI° NMF WILLLAAT emed payment or reward, not being a payment or
oOLP ¢tP0A 1 ANFFfo OLI° ADMF @ +hé- reward to wich the officer is lawfully entitled to
OLI av O emeP LI C+PA: mLI° receive, or

A) WG 227 10, AL “9NCOC OLI° hH Y (b) enters into or acquiesces in an agreement to do or
APE £101PT OC 0L htdma- 3ALYT to abstain from doing permit, conceal, or con-
@ANT h4909° IC $7LP LT G AL o9 nive at any act or thing whereby the tax revenue
;‘l‘,\Q‘[ﬁ;?} g':?&?f}\az-n'}q: ‘:)lg.ﬁ'dn"‘)" '(Il\g"f‘;'-:,l "'I,L'l;‘;"‘}" i; or may t?e defraudt‘:d, or which 'is contrary to
PUYOCNC +C APLNP DL (952 m.C e provisions of this Proclamation or to the
AT HING @A $10 0L 197100 TI5Fm-g° proper execution of the officer’s duty;

@ @NT O(HY +HI0C ovt0(1$F ¢97.248 (c) exeeds the authority conferred upon the Tax
Ot ¢am : 0L Authority or misuses such authority;

d) HY APP ATC Ad10Lo- AA»AMT htOma- commits an offence and is liable, on conviction, to a
My QAL e oL amo- AmG fine of not more than 50,000 Birr and to imprisonment
LAK C+mepav: for a term of not less than ten (10) years and not more

T4+F orr N$CL T ALLI1T DG §AY 1998 than twenty (20) years.

AT eI o7 b= KG NT o2 NIEINE 9T | 100, Unauthorized Tax Collection

NTLOAT hpeeT LM ' An n who is not auth rized to collect tax under

8% ALLPL INC DAPOANNA y Person Who 1s not autho

this Proclamation collects or attempts to collect tax (or
:’Zim;\g; 2 a:) ,(‘]] g‘ l:,i‘;;ﬁ“:&‘:g S’,e' f,‘:}ﬁ?f‘ a?,é.ﬂ 9“‘: an amount the person describes as tax) commits an
AT AN PPNE DTEA PLO00 IPF | TéetTF o offence and is liable, on conviction, to a fine of not less

NGCL Lt (L2717 NWAC A6 197270 P17HA than 50,000 Birr and to imprisonment for a term of not
av$E, RS hE o0 197270 hi 9o0F (171L0AT less than five (5) years and not more than ten (10)
Aot LM = years.

588 9PCAT OLF° TINLT T 101. Aiding or Abetting
PIFDP° Q@ PHY APE £7I1PT KIBM(- 045 A person who aids, abets, incites,or conspires with
PLFF gram @e9® N°hm.C P10, RILPY another personto commit a violation againstthis
AILPIT @ T44T CHUT APE £791PTF Nlovmp Proclamation also commits an offence under this
T4t £4.0710: hHY (AL €+HLHSGTT PL.000 (@ proclamation and shall be subject to prosecution, and
T4+ P 1GCL LT A.LITT OCAT T 0L shall on conviction be liable to a fine and imprisonment
T00%7 AGmOT 74T htodyo e17HA KRS not in excess of the amount of fine or period of
(’7\/‘”&-'7: Mt AANAM Q1THAN RS Oh~et imprisonment provided for the offence aided or a betted.

o Lbmasn 102. Offences by Entities

578 ORCEAT 71209 4t 1) Subject to the provisions of Sub-Article (3) of this

b gzgﬂ gz:‘gg“ (Lzu‘:;; g';:);%- 7;;&:;"2}\ [2" gz-?' Article, where an entity commits an offence, the
€480 NIEIPY Pét (12000 L1, CRCEA: £o¢. manager of that entity at the time of the C;onnnission of
AONEE €Y STITa (@ NRCEE 140 the offence is t'reatcd as having c;omrmtted the same
o0} T4F WIRLR® FETC | (MY APE | offence and is liable to a fine and imprisonment under

e+MA®- PMY 14,99, LT A » . this Proclamation.
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103.

104.

105.

2) Subject to the provisions of Sub-Article (3) of this
Article, where an entity commits an offence by
failing to pay an amount of tax, including an amount
treated by this Proclamation as though it were tax,
every person who is the manager of that entity at that
time, or was a manager within six (6) months prior to
the date of commission shall jointly and severally, be
liable with that entity and that other person to the Tax
Authority for the amount.

3) Sub-Articles (1) and (2) do not apply where:

(a) the offence is committed without such per-
son’s knowledge or consent; and

(b) such person has exercised the degree of care,
diligence and skill that a reasonably prudent
person would have exercised in comparable
circumstances to prevent the commission of
the offence.

4) Any person who refuses to supply goods or render
services to a withholding agent, by reason of him
withholding an amount of tax from the payment to
that person, shall personally be liable to a fine of not
less than Birr 5,000 and not exceeding Birr 10,000
and to imprisonment for a term of not less than one
year and not more than two years.

5) In Sub-Articles (1) and (2), ‘‘manager’’ means,

(a) in the case of a partnership, a partner or
manager of the partnership or a person pur-
porting to act in either of those capacities;

(b) in the case of a body, a director, manager, or
officer of the company or a person purporting
to act in any of those capacities; and

(¢) in the case of an association of persons, a
manager Or a person purporting to act in that
capacity.

Publication of Names

1) The Authority shall from time to time publish by
notice in daily Gazettes a list of persons who have
been convicted of offences under Articles 93 to

101.
2) Every list published in terms of Sub-Article (1)
shall specify:
(a) the name and address, of the enterprise or of
the person;
(b) such particulars of the offence as the
Authority may think fit:

(c) the tax period or tax periods in which the
offence occurred;

(d) the amount or estimated amount of the tax
evaded; and

(e) the amount, if any, of the additional tax
imposed.

SECTION X
Appeal Procedure

Review Committee
Members of the Review Committee shall be appointed
by the Minister of Revenue or the competent authority
of the regional government, as appropriate, upon the
recommendation of the head of the Tax Authority.
Powers And Duties of Review Committee
1) The Review Committee shall be accountable to the

head of the Tax Authority and shall have the

following duties:

(a) to examine and decide on all applications
submitted by tax payers for compromise of
penalty, interest, and waiver of tax liability;

(b) to gather any written evidence or information
relevant to the matter submitted;
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() to summon any person, who directly or
indirectly has dealt with the assessment, to
appear before it for questioning him about the
case under its investigation; and

to review determination made by the Tax
Authority for accuracy, completeness, and
compliance with this Proclamation.

The Committee shall only review applications
submitted to it within 10 days of receipt of tax
assessment notification.

The Head of the Tax Authority may approve the
recommendations or remand the case, with his
observations, to the committee for further review.

(d)

3)

106.  Waiver of Penalty

107.

108.

109.

110.

The Review Committee may waive administrative
penalties in accordance with the directives issued by
the Minister of Revenue.

Right of Appeal against Assessment of Income

1) Any taxpayer who objects to an assessement may

appeal to the Tax Appeal Commission (hereinafter

referred to as the “Appeal Commission”) upon the
fulfillment of the requirements hereunder.

No appeal shall be accepted by the Appeal

Commission, unless:

(a) a deposit of thirty-five percent (50%) of the

desputed amount is made to the Tax

Authority; and

the appeal is lodged with the Appeal Com-

mission within thirty (30) days following the

day of receipt of the Assessment Notice or
from the date of decision of the Review

Comumittee.

Date of Lodging Appeal

The date on which an appeal is submitted shall be the

date of:

(a) its registration by the archives of the Appeal
Commission if it is delivered other than by
registered mail; or

(b) registration by the post office if sent by regis-
tered mail.

Contents of Memorandum of Appeal

1)  The memorandum of appeal shall be sumbitted in
diplicate and shall include:

(a) a statement of the specific subject matter of
the appeal and the reason for the appeal:
the taxpayer’s name, address, and TIN,
and
as attachements, any relevant supporting
documents and a photocopy of the receipt for
the appeal deposit.

2) Where any one of the first three conditions under
Sub-Article (1) is missing, the Appeal Committee
shall require the abpellant to correct the de-
ficiency within five (5) days, failing of:

which the appeal shall be rejected.

Service of Documents

1) Prior to the first hearing of any appeal:

(a) acopy of the memorandum of appeal shall be
served on the Tax Authority by the Appeal
Commission; and
the Tax Authority shall submit its reply to the
Appeal Commission while at the same time
giving a copy thereof to the appeallant.

2) The appellant shall have the burden of proof with
a view of establishing his or its claim.

2)

(b)

(b)
©

(b
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'111.  Decision of Appeal Commission

1) After reviewing the case, the Appeal Commission
shall issue a written decision setting out the TIN of
the appellant and the date of decision, the names
of the panel members and the panel’s chair
person, and a statement of the decision.

2) The statement of the Commissions decision shall
include:

(a) the holding (whether the appellant’s claim is
justified and accepted partly or wholly,
whether the claim is remanded with instruc-
tions to the Tax Authority; and the amount the
appellant is required to pay, if any, and other
necessary detailes of appeallant’s liabilities);

(b) the factual findings, citation to the aplicable
law, legal interpretation, a conclusion on each
relevant issue presented; and any dissenting
opinion.

(c) asummary of the appellant’s appeal rights.

3) The decision shall be signed by the panel mem-
bers present, and the Seal of the Appeal Commis-
sion shall be affixed thereon.

4) The Appeal Commission " may decide ex-parte
where:

(a) any appellant fails to give counter reply when
neccssary, or to appear before it on two
occasions, after lodging appeal;or

(b) the Tax Authority, after receiving the
memorandum of appeal, fails to give reply or
to appear before it on two occasions.

112. Appeal from Decision of Appeal Commission

1) Any party dissatisfied with the decision of the
Appeal Commission may appeal to the competent
court of appeal on the ground that it is erroneous
on any matter of law within 30 days from the date
of receipt of the written decision of the Appeal
Commission.

2) The court of appeal shall hear and determine any

- question of law arising on appeal and shall, after
reaching its decision thereon, return the case to the
Commission.

3) An appeal to the next court of appeal from the
decision of the lower court of appeal may be made
by either party, within thirty (30) days of the
decision of the lower court of appeal.

4) A taxpayer’s appeal shall not be accepted by the
court unless at the time the appeal is lodged, the
taxpayer has paid the tax liability determined by
the Appeal Commission.

113. Establishement of Appeal Commission

1) The following Tax Appeal Commissions shall be
established:

(a) Federal Appeal Commission, at the Federal
level;

(b) Regional Appeal Commission, in each
Regional Government town;

(¢) Zonal Appeal Commission, in each Zonal
town; and ,

(d) Woreda Appeal Commission, in each
Woreda Administrative town.
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Notwithstanding the provisions of Sub-Article
(1), if the Regional Government finds it unneces-
sry to have a separate Appeal Commission at any
of the above mentioned levels, it shall make an
arrangement in such a way that such areas may be
covered by the Appeal Commission established in
the neighboring locality.

3) The Federal Appeal Commission shall be account~

114.
1)

2)

3)

4)

5)

6)

7

115.

able to the Minister of Justice; City administration,
appeal commissions to the executive organs of city
‘administration, region, zone, woreda, as the case

may be.

Appointment of Members

Members of Appeal Commission at every level
shall be appointed from among persons having
good reputation, acceptability, integrity, general
and professional knowledge, and from among
persons who have not committed any offense in
connection with tax and tax administration.

The Minister of Justice or executive organs of city
administrations and regions, as the case may be,
shall issue directives setting out the criteria to be
applied in the selection, appointment and com-
position of members of Appeal Commissions.
On the basis of said directive members of the
appeal commissions and panels shall be selected
and appointed by the Minister of Justice or the
appropriate city administration, regional, zonal or
woreda executive organ, as the case may be.

The Appeal Commission’s President shall be
appointed by appropriate entities listed under
Article 113(3)above.

Each Appeal Commission may have more than
one (1) panel. In such cases each panel shall have
five (5) members and shall elect one (1) members
to serve as Chair person.

The person term of office of an Appeal Commis-
sion member shall be two (2) years. A member
appointed to chair an Appeal Commission or a
panel shall serve in that capacity for two (2) years
or the remaining period of ithat other member’s
term if he is a substtute.

The Chairperson and other members of the
Commission shall be entitled to receive such
attendance fees for sitting on panels as shall be
fixed from time to time by the Minister or the

“Executive body of the Region, as appropriate.
Powers and Duties of Appeal Commission and of its

Chairperson

1)

The Appeal Commission shall have the authority:

(a) to confirm, reduce, or annul any assessment
appealed against on the basis of established
factual grounds and the law, and make such
further consequential order thereon as may
seem just and necessary for the final dis-
position of the matter;

(b) to instruct the Tax Authority or the taxpayer
to submit new facts, if any; and

(c) to order the Tax Authority or the taxpayer or
any other person or governmental department
or agency, as the case may be, to produce
supporting evidence relevant to the tax-
payer’s allegation.
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