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PROCLAMATION NO. 308/2002
TURNOVER TAX PROCLAMATION

WHERb"AS, it has been determined that there shall be
enacted a value-added tax to enhance saving and investment,
minimize the damage that may be caused by attempts to avoid
or evade taxes, stimulate economic growth, and improve the
relationsl}ip between Gross Domestic Product and Govern-
ment Revenue;

WHEREAS, administrative feasibility considerations limit
the registration of persons under the value-added tax to those
with annual taxable transactions the total value of which
exeeds 500,000 Birr;

WHEREAS, an equalization turnover tax imposed on
persons not registered for value-added tax allows them to
fulfill their obligations and also enhances fairness in commer-
cial relations and makes complete the coverage of the tax
system;

NO~ THEREFORE, in accordance with Article 55(1)
and (11) of the Constitution, it is hereby proclaimed as
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SECTION ONE
General

1. Short Tide
This Proclamation may be cited as the "Turnover Tax
Proclamation No.308/2002.'
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2. Definitions

1) For the purpose of this Proclamtion, unless defined

otherwise in this Proclamation, terms used herein

shall have the meaning as defined in the Value-

Added Tax Proclamation No. 285/2002 (hereinafter

referred to as the "V AT Proclamation");

2) "Gross Receipts" means income, without reduction

of expenses, including the cost of goods sold;

3) "Taxable Transaction" means a :.upply of goods or

a rendition of services in the course or furtherance of

a taxable activity, other than an exempt transaction

described in Article 7 of this Proclamtion;

4) "Person not Registered for VAT" means a person

who, according to Article 16 and 17 of the Value

Added Tax Proclamation, is not registered by reason

of his annual turnover being below Birr 500,000 or

threshold set by the Minister; or by reason of not

having applied for voluntary registration;

5) "Person" shall mean any individual, body or

association of persons and includes a business

representative residing and doing business in

Ethiopia on behalf of the principal;

6) "Body" shall mean any company, registered part-

nership, entity formed under foreign law resembling

a company or resgistered partnership; or any public

enterprise Or financiai agency that carries out

business activities including body of persons cor-

porate or unincorporated whether created or recog-

nized under a law in force in Ethiopia or elsewhere,

and any foreign body's business agent doing

busicess in Ethiopia on behalf of the principal;

7) "Goods" means any type of goods or commodity

that has exchange value, utility and brings about

satisfaction, and includes animals;

8) "Sale" means exchange of goods in cash or in kind

and rendering of services upon receipt of payment,

and includes goods supplied or services rendered by

the taxpayer free of charge;

9) "Service" means work done for others which does

not result in the transfer of goods;

10) "Tax Authority " means the Federal Inland

Revenue Authority and the tax authorities of the

Regional States and city administrations;

11) "Tax" means Turnover Tax payable whenever

transaction of sales of goods and services is carried

out;

12) "Taxpayer"means a person obliged to collect and

transfer Turnover Tax to the Tax Authority;

13) "Ministry" and "Minister" means the Ministry

and Minister of Finance and Economic Develop-

ment, respectively.
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3. Scope

Unless exempted under Article 7 of this Proclamation or
directives to be issued thereunder, Turnover Tax shall be
payable on goods supplied and services rendered" by

persons not registered for Value Added Tax.

SECTION TWO
The Rate of Tax and Exemption

4. Rate of Turnover Tax

The Turnover Tax shall be:
1) 2% (two percent) on Goods sold locally
2) for Services rendered locally;

(a) 2% (two percent) on Contractors, grain mills,

tractors and combine-harvesters;
(b) 10% (ten percent) on others.

5. Base of Computation of the Turnover Tax
Base of computation of the Turnover Tax shall be the
gross receipts in respect of goods supplied or services
rendered.

6. Obligation to Collect and Transfer the Turnover Tax
A person who sells goods'imd services has the obligation
to collect the Turnover Tax from the buyer arid transfer
same to the Tax Authority. Hence, the seller is principally
accountable for the payment of the tax.

7. Exemption
1) The following shall be exempted from Turnover

Tax:
(a) the sale or transfer of a dwelling used for a

minimum of two years, or the lease of a
dwelling;

(b) the rendering of financial services;
(c) the supply of national or foreign currency

(except for that used for numismatic purposes)

and of securities;
(d) the rendering by religious organizations of

religious or other related services;
(e) the supply of prescription drugs specified in

directives issued by the relevant government
agency, and the rendering of medical services;

(f) the rendering of educational services provided

by educational institutions, as well as child care

services for children at pre-school institutions;
(g) the supply of goods and rendering of services in

the form of humanitarian aid;
(h) the supply of electricity, kerosene, and water;
(i) the provision of transport;
(j) permits and license fees;
(k) the supply of goods or services by a workshop

employing disabled individuals if more than

60% of the employees are disabled; and
(I) the supply of books.

2) The Minister of Finance and Economic Develop-

ment may, by directive, exempt other goods and
services.
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3) The Minister of ~~venue may, by directive, deter-
mine the scope and manner of exemptions provided
for, in this Article.

SECTION THREE

Administrative Procedures

8. Responsibility for Administration and Reporting
1) The responsibility for the correct calculation and

timely payment of Turnover Tax and presentation of
a return to the Authority by the prescribed deadline
rests on the tax payer in accordance with this
Proclamation.

2) The Turnover Tax is administered by the Tax
Authority.

9. Records
Tax payers subject to the record-keeping requirement of
Article 48 of the Income Tax Proclamation No. 286/2002
shall keep the records prescribed therein for use in
detennining Turnover Tax.

10. Filing of Turnover Tax Return and Payment
1) Tax payers subject to Turnover Tax shall:

(a) file a Turnover Tax return with the Tax
Authority within one month after the end of
every accounting period;

(b) pay the tax for every accounting period by the
deadline for filing the Turnover Tax return.

2) For purposes of this Article "Accounting period"
shaH mean:
(a) for taxpayers classified as category' A' tax-

payers under the Income Tax proclamation No.
286/2002, but are not required to register for
VAT, the calendar month;

(b) for category "B" taxpayers who are required
to keep records under the Income Tax
Proclamation No. 286/2002 each three month
period commencing from the first day of the
Ethiopian fiscal year or when approved by the
Tax Authority, the first day of the Gregorian
calendar year;

(c) for Category "C" taxpayers, who are not
required to keep records under Income Tax
Proclamation No. 286/2002, the fiscal year.

11. Assessment of the Tax
1) If, after review by the Tax Authority, it appears that a

person has understated his tax obligation, the
Authority shall issue an additional assessment.

2) If, for any reason, the books of account are unaccep-
table to the Tax Authority, or if the tax.payer fails to
submit same when requested by the Tax Authority,
or if no books of account and supporting documents
are maintained, the Tax Authority shall assess the tax
on the basis of infonnation available to it or on the
basis of market price of such good or service in the
local market or if the market price is unknown, on the
basis of the market price of an equivalent good or
service.

3) A presumptive turnover tax shall be payable by
Category' 'C" taxpayers who are not required to
keep records. The base for the presumptive turnover
tax. shall be the total turnover used as base for the
income tax.
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4) The assessment made shall be prepared in an

assessment notification and be delivered to the tax
payer. Delivery of the assessment notification shall

be made in accordance with provisions of the Income
Tax Proclamation.

5) If the Authority makes an additional assessment

under Sub-Article (1), and within 30 days of the

notice and demand the person assessed does not pay

the additional assessment or appeal the assessment as
provided under Article 21, the person is in default.

6) If the Tax Authority fails to assess the tax and notify

the taxpayer of the amount still due within five years
from the date of declaration and payment of the tax
by the taxpayer in accordance with Article 8 of this

Proclamation, the tax so paid shall be final and
conclusive. In case where the taxpayer has not

declared his income or has submitted a fraudulent
declaration, no time limit provided in any other law

shall bar. the assessment of the tax by the Tax
Authority.

SECTION FOUR

Collection Enforcement

12. Powers and Duties of the Tax Authority
In addition to the powers vested in it in other provisions

of this Proclamation, the Tax Authority shall have the
following powers and duties:
1) The implementation and enforcement of this

Proclamation shall be the duty of the Tax Authority.
2) Notwithstanding any provisions to the contrary in

any other law, the Tax Authority shall be em-

powered to investigate any statements, records and

books of account submitted by any taxpayer at any

time by:
(a) sending duly accredited inspectors to check the

statements, records and books of account, or
any vouchers, stocks or other material items at

the person's place of business or practice;
(b) requiring the person or any employee 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 thereto;

(c) requiring any person including a municipality,

body, financial institution, department or

agency of Federal or Regional Government to

4isclose particulars of any information or
transactions relating to a certain taxpayer.

13. Seizure of Property to Collect Tax
1) Subject to Sub-Article (4) of tilis Article, if any

person liable to pay any tax imposed by this
Proclamation is in default under Sub-Article (5) of
Article 11 or Sub..Article (2) of Article 21, it shall be

lawful for the Authority to collect such tax (and such
further amount as shall be suffient to cover the
~1CnenY_4;of thp. ~~i7.II1?) hv ~i7.inp ;tnv nmrwtv
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2) For purposes of this Section, the term "seizure"
includes seizure by any means, as weli as collection
froin a person who owes money or property to the
person liable for Turnover Tax. Except as provided
in Sub-Article (3) and (6), a seizure shall extend only
to property possessed by and obligations owed tothe
taxpayer existing at the time the seizure is made. The
Authority may request the attendance of a police
officer during the seizure. Where the Authority
seizes any property as provided herein ;:;.bove.it shall
have the right to sell the seized goods at public
auction or in any other manner approved by the
Authority not less than 10 days after the seizure.
except that when the goods seized are perishable. the
Authority can sell the goods after any reasonable
period having regard to the nature of the goods.

3) Whenever any property on which seizure had been
made is not sufficiep~ to satisfy the claim for which
seizure is made, the Authority may, there after and as
may be necessary, proceed to seize other property
liable to seizure of the person against whom the
claim exists until the amount due from such person,
together with all expenses, is fully paid.

4) Seizure under Sub-Article (1) on property of any
person in default with respect to any unpaid tax may
be made only after the Authority has notified such
person in writing of the intention to make such
seizure. The notice shall be delivered not less than
thirty 30 (thirty) days before the day of the seizure.

5) If the Authority makes a finding that the collection of
the tax is in jeopardy and demanded for immediate
payment of such tax (without regard to the 30 days
period) provided in Sub-Article (1) and )4) upon
failure or refusal of the taxpayer to pay such tax,
collection of the tax by seizure of property before
such period shall be lawful.

6) 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
shaH, on demand, exhibit such books or records to
the Authority.

7) Any person in possession of (or obligated with
respect to) property subject to seizure shall, on
demand, surrender such property to the Authority (or
discharge such obligation), except such part of the
property is, at the time of such demand, subject to a
prior secured claim of creditors and subject to an
attachment or execution under any judicial process.

8) Any person who fails or refuses to surrender any
property subject to seizure, when demanded by the
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 tax
for the collection of which seizure has been sought
(together with costs and interest on such sum).

9) In addition to the personalliablity imposed by Sub-
Article (8), if the failure or refusal to surrender is
without reasonable cause, such person shall be liable
for an additional charge equal to fifty per cent (50%)
of the amount recoverable under Sub-Article (8),
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10) Any person in possession of Ithe property of a
taxpayer in default and who surrenders such property

or pays the tax in occordance with this Article to

which the owner is liable, shall be discharged from
any obligation or liability to the deliquent or to any

other person arising from such surrender or payment.

14. Preferential Claim to Assets
1) Subject to the prior secured claims of creditors, the

,Authority has a preferential claim upon the assets of

the person liable to pay the tax until the tax is paid

from the date on which tax becomes due and payable

under this Proclamation.
2) Where a person is in default of paying tax, the

Authority may, by notice in writing, inform that

person of the Authroity's intention to apply to the
Registering Authority to register a security interest in

any asset which is owned by that person, to cover any

unpaid tax together with any expense incurred in
recovery proceedings.

3) If 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, 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 1).uthority 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, as the case may be,

such asset, 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
asset to secure the amount due.

15. Taxpayer's Safeguards

Any property seized under this Section 4 shall be seized,

held, and accounted for only by the Authority. No other

agency of the government may require the property

seized to be transferred or given over to it for any cause

whatsoever. If any property seized is sold, any portion of

the proceeds in excess of the person's liabilities shall be

returned promptly to the owner.

16. Duties of Receivers
1) In this A..rticle"receiver" means a person who, with

respect to an asset in Ethiopia of a registered person,

is:
(a) a liquidator of a company;
(b) a receiver appointed out of court or by a court;

(c) a trustee for an unrehabilitated insolvent;
(d) a mortgagee in possession;

(e) an executor of a deceased's'estate; or
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(t) any other person conducting a business on

behalf of a person legally incapacitated.
2) A receiver shall notify, in writing, his appointment or

his possession to the Authority within 14 days after
having been appointed to the position or taken
possession of an asset in Ethiopia, whichever first
occurs.

3) The Authority may, notify a receiverin writing ofthe
amount which appears to the Authroity to be
sufficient to provide for tax which ii. ur will become
payable by the person whose assets are in the
possession of the receiver.

4) A receiver:
(a) shall set aside, out of the proceeds of sale of an

asset, the amount specified by the Authority
under Sub-Article (3), or such a lesser amount
as is subsequently agreed on by the Authority;

(b) is liable to the extent of the amount set aside for

the tax of the person who owned the asset; and
(c) may notwithstanding any provision of this

Article pay any debt that has priority over the
tax referred to in this Article.

5) A receiver is personally liable to the extent of any
amount required to be set aside under Sub-Article (4)
for the tax "referred to in Sub-Article (3) if, the
receiver fails to comply with the requirements of this
Article.

17. Notification of Changes
A registered taxpayer shall notify the Authority, in
writing, of

(a) any change in the name, address, place of
business, constitution, or nature of the principal
taxable activity or activities of the person; and

(b) any change of address from which, or name in
which, a taxable activity is carried on by the
registered person,

within 21 days following such change.

SECTION FIVE

Appeal Procedure

18. Review Committee

Members of the Review Committee shall be appointed by

the Minsiter of Revenue or the competent authority of the
regional government, as appropriate, upon the recom-

mendation of the head of the Authority.

19. Powers and Duties of the Review Committee
1) The Review Committee shall be accountable to the

head of the Authority and shall have the following
duties:

"

(a) to examine and decide on all appolications

submitted by tax payers for compromise of
penality, interest and on the tax assessed;

(b) to gather any written evidence or information

relevant to the matter submitted to it;
(c) to summon any person who directly or indirec-

tly has dealt. with the assessment, to appear
before it to answer questions about the case
underi~investigation;and
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(d) to review the accuracy, completeness, and
compliance with this Proclamation. of the tax
assesment made by the Authority.

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

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

20. Waiver of Penalty
The Review Committee may waive administrative
penalties, wholly or partly, in accordance the directives
to be issued by the Minister of Revenue or by the
competent authority of the regional government, as may
be appropriate.

21. Appeal
1) Any person who objects to an additional assessment

made.by the Authority has the right to appeal, within
30 days from the receipt of assessment notification,
or from the date of decision of the Review Commit-
tee, to the Tax Appeal Commission by depositing in
cash with the Authority 50% (fifty percent) of the
additional tax assessed.

2) If a person appeals in accordance with Sub-Article
(1) and the Tax Appeal Commission determines that

the person is liable for the additional assessment, he
shall be in default unless he pays the additional
assessment determined by the Tax Appeal Commis-
sion within thirty (30) days of the rendition of such a
decision.

3) If no appeal is made within the period prescribed in
Sub-Article (1) of this Article, the Additional
assessment of the tax made by the Authority shall be
deemed to be correct and final, and shall be
immediately payable.

4) Without prejudice to Sub-Article (1) of this Article,
the provisions of the Income Tax Proclamation
relating to appeals shall, mutatis mutandis, apply to
appeals regarding taxes imposed by this
Proclamation.

22. Burden of Proof
The burden of proving that an assessment is excessive or
that a decision of the Authority is wrong is on the person
objecting to the assessment or decision.

SECTION SIX
Administrative Penalties

23. Penalties for Late Filing
1) Except as otherwise provided in this Proclamation, a

person who faiis to file a timely return is liable for a
penalty equal to 5 per cent of the amount of tax
underpayment for each month (or portion thereof)
during which the failure continues, upto 25%
(twenty five per cent) of such amount.

2) The penalty under Sub-Article (1) of this Article is
limited to 50,000 Birr for the first month (or portion
thereot) in which no return is f1led.

3) For purposes of this Article, an u~derpayment of tax
is the difference between the -tax required to be

shown on the return and the amount of tax paid.by
the due date.
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. 4) In any event the penalty may not be less than the

smaller of the two amounts:
.

(a) 10,000 birr (ten thousand Birr);
(b) 100 percent of the amount of tax required to be

shown on the return.
24. Late Payment Interest

(a) If any amount of tax is not paid by the due date, the
person liable is obliged to pay interest on such
amount for the period from the due date to the date
the tax is paid.

(b) The interest rate under Sub-Article (a) ofthis Article
is set at 25% (twenty five percent) over and above
the highest commercial banks, lending interest rate
that prevailed during the preceding quarter. .

SECTION SEVEN
Criminal Offences

25. Procedure in Tax Offence Cases
A tax offence under this Section is a violation of the
criminal law of Ethiopia and shall be charged,
prosecuted, and appealed in accordance with the
Ethiopian Criminal Procedure Code.

26. Tax Evasion
A person who evades the declaration or payment of tax,
commits an offence and, in addition to any penalty under
Section 6, may be prosecuted and, on conviction, be
subject to imprisonment for a term of not less than 5 (five)
years.

27. Making False or Misleading Statements
. 1) A taxpayer who,

(a) makes a false or misleading in a material
particularstatement to a tax officer of the
Authority, or

(b) omits, from a statement made to an officer of
the 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 false statement or omission is made

without reasonable excuse,
(a) and if the inaccuracy of the statement undetec-

ted would have resulted in an underpayment of
tax by an amount not exceeding 1,000 Birr, the
taxpayer shall be subject 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 the tax is in an amount
exceeding 1,000 Birr, to a fine of not less than
20,000 birr and not more than 100,000 Birr,
and to imprisonment for aterm of not less than
three (3) years and not more than five (5) years,

3) Where the false statement or omission is made
knowingly or recklessly,
(a) and if the inaccuracy of the statement were

undetected would have resulted in an under-
paYlI}Cntof tax by an amourtt not exceedinl
l,qOOBirr, the taxpayer shall be subject to a fine

/of not less than 50,000 Birr and not more than
100,000 Birr and to imprisonment for a tenn of
not less than five (5) years an4not more than ten
(10) years; and


