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COUNCIL OF MINISTERS REGULATION No.410/2017

NCIL OF MINISTERS REGUI ATI
EEDERAL INCOME TAX

N ONTHE

This Regulation is issued by the Council of Ministers
pursuant to Article 5 of the Definitions of Powers and
Duties of the Executive Organs of the Federal Democratic
Republic of Ethiopia Proclamation N0.916/2015 and Article
99 of the Federal Income Tax Proclamation N0.979/2016.

ECTION ONE
GENERAL PROVISIONS

1. Short Title

This Regulation may be cited as the “Council of

Ministers ~ Federal  Income  Tax  Regulation
No0.410/2017”.

2. Definition
Unless the context requires otherwise, in this

Regulation:

126 DM 7oL, s
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8/ “APE’ AT PLL4LAN PN, MC APE ETC 1/ “Proclamation” means the Federal Income Tax
DEEHENT 10 Proclamation No. 979/2016;

g “erhiar APE Mt N MC APE #TC 2/ “Repealed Proclamation” means the Income Tax
CRUH/THEI0 (AILANNAD) T £270L7T NPT N, Proclamation N0.286/2002 (as amended), the
MC APE ®TYC HE/THEIE  (AILHANAD) WG Mining Income Tax Proclamation N0.53/1993 (as
Y88 2LDTF M. INC APE RTC EFiE/TifET amended) and the Petroleum Operations Income
(A78-A00A) 10 Tax Proclamation No. 296/1986 (as amended);

/o TP9° AL PPA PATS VLT AILATNTE 3/ terms and phrases used shall have the same meaning
NAPE. ®LI° Né.L4N PN ANHSRC APE: as in the Proclamation or the Federal Tax
$PC FAT/ENT CHFANTOF FC19° LeHA:: Administration Proclamation No0.983/2016, as the

case may be.
neA vat SECTION TWO
NAPE TPI° AL PPA PATS UVLTT hamP+d° APPLICATION OF TERMS USED IN THE
E. ong PROCLAMATION

AAPS. M%7 19775 @9° 0L N.m+n9® NEmIs
NEC N+ AtPoIse  17HN @L9° ARIAT
aoPgwr P94 AI° NG P ATLMAL LPMé-A\::

8. 2oLyt ewe. &CE+

8/ ALPE AR 0(8)(h) 9N NIE®-9 (@ h
BT 7 NAL oodPET Acc@OT PHY  A@
oe9° I1THIr fam a@ HEEW TCEENT
h29°+F @0 o070t Adnt::

w
~

NAPE  ATPR OF)  Ctevabtd o1 @9°
PN ITCENT 0RI° L 4 PULLeNS D)
O@- h BPIE 7 POLOAT PHLS L “17NAET
A®NT 77T QA (@ CHhSor 77175 o9°
PIFITCENT ®RI° L 4 avConl
¢hmenm- (@ Lhso1@ 24 NONLD: IH AL
TeRI°C ao0NTF AdNT::

Interest

An amount, however described, paid by a saving and
credit association as the return on deposits with, or
member’s contributions to the association shall be
interest for the of this

treated as purposes

Proclamation.

Permanent Establishment

1/ In determining whether a person exceeds the 183-
day period specified in Article 4(2)(c) of the
Proclamation, account shall be taken of a
connected project of the person or of a related
person.

2/ When a person operates a building site or
conducts a project or activity referred to in Article
4(3) of the Proclamation, any connected activities
conducted by a related person shall be added to
the period of time during which the first-
mentioned person has operated the building site
or conducted the project or activities for the
purpose of determining whether the 183-day

period is exceeded.
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£.2000 1PS 5. Resident Individual

&/ PRV ATPR 00 AFPR (€) £7191 ATLTmNe 1/ Subject to sub-article (2) of this Article, in

PSIAAPE AR E(E)(h) 99T ATL A0
ATEHE ONT ASPOT@- ST DT-

V) L A4eXe 0T AT hacteig
CoONNTF b7 IPC TTIE@9C A0
NAFCXE @-0T 0T ¢7 hédA AWrLaop
+7 $LJ LPME-AE

N) 2% ®9° 200N Neopr @LI°  NhdA
Nates&e onat er7TIvTe  ?o%nta-k
G ATLavp 7 BRI LPMé-H:-

(B) PaHAN N9AT:
(B) PALET PGTIPVIOI® LPLT IPC

) 2000~ 0ATPXLe  @OT  POLLASO 10
Pl e TIBI° ALTTINPNL 191247
e ool WM APCOT
ool 26T N7LhARA PAPC U
®LI° 7677 N7LLNTF N MWAT PP
NPT OhRLMOT @ ¢

@) 2000 “1IEDFI° 124 havEavd. (4l
N/ AL APLA MLI° 17407 henlh
072A AL e 0T LANT@ PhLT
G

& n1e 200N ha eR e @6n, 00 U-AT PHALR

NF3PF  oohhh  N9LLLCI0-  TH et

0-+AAG a0 15T NA+e4 ¢ @0

Po.LLCIM Pov-ir @LY° Phéd ¢ $LIS

NAFEXRE OOT ATHLLT $2 hLPMCI:

calculating the number of days an individual is
present in Ethiopia for the purposes of Article 5(2)(c)

of the Proclamation:

a) a part of a day that an individual is present in
Ethiopia (including the day of arrival in, and the
day of departure from, Ethiopia) shall count as a

whole day of such presence;

b) the following days in which an individual is
wholly or partly present in Ethiopia shall count

as a whole day of such presence:

(1) apublic holiday;

(2) aday of leave, including sick leave;

(3) a day in which the individual’s activity in
Ethiopia is interrupted because of a strike,
lock-out, delay in the receipt of supplies,
adverse weather conditions, or seasonal

factors;

(4) days spent by the individual on holiday in
Ethiopia before, during, or after any
activity conducted by the individual in

Ethiopia.

2/ A day or part of a day when an individual is in

Ethiopia solely by reason of being in transit between
two different places outside Ethiopia shall not count

as a day present in Ethiopia.
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Z. hhO0STT AS 078F

8/ NAPE WrbR B(Z)(h)ANOSTTT 2GS 07T
NLovaht PEMeEND  TITEDI9 NAROLSST

oeg° (LT AL PAT MAAMNS? Pao P}
a7 @RI °Cmr  Paohh TP
[ T4 ARy AT R

& Madexe 1?4 00T 02 o0t eA7

CANNST oo OLI° NATLY SL7E 07
eoM? N7 NN0HASR 4717 TP9° hateX e
9oy ATLATT M., BPMEA::

hed vot
PwIMLAC ‘v I,
200 WA A%
£9L1t TPIT
7. PheA 2Ot 30-0 hEA A3 TCA2

&/ MY AEA @O-0TF:-

V) “CwitF AT 0P Tlat AL he0Te
®L9° IVt fA® 0T ALNS n07LD-
wes AT POLRALANT 9T
MLI° AW L-C 10

A) “COAAN AT werEE NNk et
WA AL T4.CT hTANTE:
®LI° MA AN AN PULAT Aa-

-
A) hoC 2C NHIGT “PMNe  PIINLLE DAL
ao 'y oY f:-

(8) AT7& Q% AP7 PaleRe Nduld-P
a7 AL AT NLC AS 0FAAG
01g POFS POLAT PRGN @A NLC
aPCOT nam0t OC 0ATCXLe onT
CPAD- PUINLLE DAL oo ®LI°

6. Shares and Bonds

1/ The reference to “shares and bonds” in Article 59(7)(c)
of the Proclamation includes any interest in shares or
bonds, such as, in the case of shares, a right or option to
acquire shares.

2/ A gain arising on disposal of an interest in a share in, or
a bond issued by, a resident company shall be
Ethiopian source income.

SECTION THREE
SCHEDULE ‘A’ INCOME
SUB-SECTION ONE
FRINGE BENEFITS

7. Sub-Section One of Section Three Definition

1/ In this Section:

a) “employee share scheme” means an agreement
or arrangement under which an employer
company or a related company may allot shares

to an employee of the employer company;

b)“household personnel” means a housekeeper,

cook, driver, gardener, or other domestic

assistant;

) “market lending rate”, in relation to a month,

means:

(1) for a commercial bank, the lending rate on
loans and rediscount facilities granted by the
National Bank of Ethiopia to commercial
banks that prevailed in Ethiopia during the

month; or
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@ ana 1E®9° (@ APFE NATeRS
0T N0¢ PPA® HPTEF® P
07T P7INLLLe DAL avly:
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o) “UYirk fa@m 072 TN hiv07f IC
0-+15777 hooCool @ 0078 IC 17T

L0 @ T AA 07 L 10

W) 4P LS TN 4P BV 1P haar
Pntol ooy AAA e TG CP POl
ORI

Z)  WININCETS SINE 0INET aomebIeT RS
TIEDII° VI TIPLANT LICEA

0)  “tAnche TNt hare B 03T AS
hHmM™ 210 TAGLPTT oot R 78 TA
s e40é- AAPIC HIhChe 1o

¢/ H 70-0 a%dN O-OT:-

v) “¢M& heMed IC TTTIE LA
A@ A5 heMé@m @RI° hdMém IC
7 ha- A@ 9C R4
ngegeyt AP MNE PTG
ONTE 017 LEICLAE

aow /(-

A) “teme”  nteNio- OC VTR
LADT D LERICL-A
%292 TPTF
5/ PHY  AIPR L7901 ATLEMOE  PS AAPE
AIPR TE(B)(A) 9T $NL AFPNL COLNANT @
hlY 0°F CTHLHG TPIF 0921 TPIF
SFm-:-
V) hos 12 Paol:
N) PN ATNDNT Wt G
h) PooLe Nt

av) PPST MAL NEC:
w) P9 MLI® adMT AIATDNT:

(2) for any other person, the lowest
banks that

lending
interest rate of commercial

prevailed in Ethiopia during the month;

d) “related company”, in relation to a company,
means another company that is a related
person in respect of the first-mentioned
company;

€) “remote area” means a location that is thirty
kilometres from an urban centre with a
population of twenty thousand;

f) “services” include the use of property and the

making available of any facility;

g) “vehicle” means a motor vehicle designed to
carry a load of less than one tonne and fewer

than nine passengers.

2/ In this Sub-section:
a) a reference to an “employer” includes a
related person of the employer and a third
party acting under an arrangement with an

employer or a related person of the employer;

b) a reference to an “employee” includes a

related person of the employee.

8. Fringe Benefits
1/ For the purposes of Article 12(1)(b) of the
Proclamation and subject to this Article, benefits
listed below which an employer provides to an

employee are fringe benefits:

a) debt waiver;

b) household personnel;
c¢) housing;

d) discounted interest loan;

e) meal or refreshment;
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0) CHLT ORI° AINTDAFT
0) PweATT PhnOe? 0P :
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0) AA PIRYT TPY:

AE A PML TR PTT WIRPIIGVT TR
AT oMo @cn, PPTC T AT
PLCIM PINL OFD, ADAPY LD ATL LT
TP hQEMCI:

NI TP ALY TP oPrT AS
e9Lrt  TPT PO Aot Tdovd
N2INHANG 21€ OHMA 180 o094 AG Tdoo-
0AA U3 @LTIHAN ooADT hAooFA- 79T
@0T ALY

ALAPS. @L9° AHY L3N 9A°?  ?olhta-t
TPT a8 92T TPIPT ALPme9I°:-

V) NAPSE wimiit ‘v’ oowld h MG 14

1L TPI°:

A) 2LL0bS N9Le@M@ gvavldf ool PN
tavAde, TP POLLPCANTT 77N
n79° o0t 0t Poa ANtE
heolP'r- OH14 9900k PRI R CAPY AS
AANTSLC PoILa0T TPI°:

d) eSO ®LIE NP N9° N9LASLC
PWweATT M kP 0L
Pooov(Lf NEA LA ARTE Ao NF
WeAtET TP NF ANAe PULPCN LIS
aoMT KNI £797:

oo)  (Lhtat POIeRT Pe- havd-C RhA
AAPY AL 0P 26 POLPCA
P9V%4:E DRI Cavle Ml WIATDNT:-

f) private expenditure;

g) property or service;

h) an employee share scheme;
i) vehicle;

j) residual fringe benefit.

2/ A benefit is not a fringe benefit to the extent that,
if the employee had acquired the benefit, the
expenditure incurred by the employee in
acquiring the benefit would have been incurred in
deriving employment income.

3/ In determining whether a benefit is a fringe
benefit and the value of a fringe benefit, any
restriction on transfer of the benefit and the fact
that the benefit is not otherwise convertible to

cash are to be disregarded.

4/ The following benefits are not treated as fringe
benefits for the purposes of the Proclamation or

this Regulation:

a) a benefit that is exempted income under
Schedule ‘E’ of the Proclamation;

b) a benefit the value of which, after taking into
account the frequency with which the
employer provides similar benefits, is so
small as to make accounting for it

unreasonable or administratively

impracticable in accordance with the
directive to be issued by the Minister;

¢) subsidy to a meal or refreshment provided in
a canteen, cafeteria, or dining room operated
by, or on behalf of, an employer solely for
the benefit of employees and that is available

to all non-casual employees on equal terms;

d) the provision of accommodation or housing
to a non-managerial employee in a remote

area if:
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N  Ned

(&) NeML@- P74 WL PAIET WirFar
0PLH@ ha?e  NF ofLAA 0
P IPAPD NoolP  @GI (6P
PEEm 0E PP 9E 94 ORI
aole W MAae§é ML DVbS
®LI°  aosP T Y10 ANdAL
ALY

w) AeML® ATS.MP0T NeNCD PULPCA
+PALT NAR:

L) NPMeo 0PN 3PP OAR P1LLTT
Té eng°C +Mé Aheas PO IO
- PALT QAR TEPT O6R, !

A) NRLACALT DAE OLI° PIATINT T9°VCT

NLAT AN R POLAT IV
a3t AIERTAN PMS AtPMS
PoLéARav®  CFPUCT @RI A2AMS

nege:

f) AteMSE TPI® PUULPCN CRUTIT TN
AN TNT

+) PEATE OPETRT RS 9PN AN
PLLPCO ANT AT ATPNELFF
PoLLPCNT P9°ING aoMT WINTINT

0) ATPMEPT PoLPCN PLIN AND AG Pr7¢-
avli\1£::

i. hds 9% Pl P92 TP
&/ PMe APML oondN LANTT 65 @RI
aooopn PULECOTT PNEC I +ML P4
LT NOS 1A Povll ALY TRIC 1@

(1) the usual

employment is in the remote area; and

employee’s place  of

2 it s necessary for the employer to
provide the accommodation or housing
to the employee in the remote area
because the nature of the employer’s
business is such that the employee is
likely to move frequently from one
residential location to another or there
is insufficient suitable residential

accommodation available in the remote
area;

e) the provision of a mobile phone by an
employer for use by an employee;

f) the payment by an employer of the cost of
mobile phone calls made by an employee,
including with a mobile phone provided by
the employer;

g) tuition fees paid by an employer for the
benefit of an employee for attendance at a
course offered by a university, college, or
other institution providing adult education

Courses;

h) the provision of the services of a security

guard for the benefit of an employee;

i). the provision of food and beverage services
by Hotels, Restaurants and other similar

establishments for their employees;

j) the provision of uniforms and related work
materials.
9. Debt Waiver Fringe Benefit

1/ The waiver by an employer of the obligation of an
employee to pay or repay an amount owing to the

employer is a debt waiver fringe benefit.
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g P9 WAL NLC PILYT TPI° PO +HeNl-
o NNEq AL @A Phé.a hPTE: Mg
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LUINLLEe DAL ooy P77 TC N4 ShGA
NINL@ @AL aohhd LA ARYT 10-::

. PN @RI P T WININT AR TP

Jmi
=

+Me AtPNSE CULEPCND: £ @RI gom T

2/ The value of a debt waiver fringe benefit shall be the

amount waived.

10. Household Personnel Fringe Benefit

The value of a household personnel fringe benefit for a
month shall be the total employment income paid to the
household personnel in that month for services rendered
to the employee reduced by any payment made by the

employee for such services.

11. Housing or Accommodation Fringe Benefit

1/ The value of a housing fringe benefit provided by an
employer to an employee for a month when the
employer owns the accommodation or housing shall
be the fair market rent of the accommodation or
housing for the month reduced by any payment made

by the employee for the accommaodation or housing.

2/ The value of a housing fringe benefit provided by an
employer to an employee for a month when the
employer leases the accommodation or housing shall
be the

accommodation or housing during the month reduced

rent paid by the employer for the

by any payment made by the employee for the

accommodation or housing.

12. Discounted Interest Loan Fringe Benefit

1/ Aloan provided by an employer to an employee is a
discounted interest loan fringe benefit if the interest
rate under the loan is less than the market lending

rate.

2/ The value of a discounted interest loan fringe
benefit for a month shall be the difference between
the interest paid by the employee on the loan for the
month, if any, and the interest that would have been
paid by the employee on the loan for the month if
the loan had been made at the market lending rate
for that month.

13. Meal or Refreshment Fringe Benefit

The value of a meal or refreshment fringe benefit shall
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F/ NHY A7PR 10-0 ATPR (8) oowld holhAaa-
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V) 0FAnChéa- Aoom+d® @L9° A+TihChia-
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n) Fenim ATINS @7
+AnChém7 ¢tmebaot aomy:

d) 0oC o0t AHhcChéa AteMLm PN
TP eAPLONT gomF::

»Pem7

be the total cost to the employer of providing the meal
or refreshment reduced by any amount paid by the

employee for the meal or refreshment.

14. Vehicle Fringe Benefit

1/ A vehicle provided by an employer to an employee
wholly or partly for the private use of the

employee is a vehicle fringe benefit.

2/ Subject to sub-articles (3) and (4) of this Article,
the value of a vehicle fringe benefit for a month
shall be the amount calculated in accordance with

the following formula:

(A x 5%)
12

Where: “A” is the cost to the employer of acquiring
the vehicle or, if the vehicle is leased by the
employer, the fair market value of the vehicle at the
commencement of the lease. However, in case of a
vehicle imported free of duty and taxes, the value of
the vehicles’ fringe benefit shall include the duty
and taxes that would otherwise have been paid on
the vehicle.

3/ From the value of a vehicle fringe benefit calculated
under sub-article (2) of this Article the following

shall be reduced:

a) any payment made by the employee for the use
of the vehicle or for maintenance and running
Costs;

b) the proportion of the use of the vehicle (if any)

by the employee in the conduct of employment;

c) the proportion of the month (if any) that the
vehicle was not provided to the employee for

private use.
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15.

16.

4/ 1f an employer has held a vehicle for more than five
years, the value of component “A” in the formula
under sub-article (2) of this Article shall be 50% of

the amount determined under sub-article (2).

5/ A reference in this Article to “a vehicle being
provided to an employee for private use” includes a
vehicle that is made available to an employee for
private use even if the employee did not actually use

the vehicle for a private use at any time.

Private Expenditure Fringe Benefit

1/ Subject to sub-article (3) of this Article, the payment
of expenditure by an employer is a private
expenditure fringe benefit to the extent that the
expenditure gives rise to a private benefit to an
employee.

2/ The value of a private expenditure fringe benefit
shall be the amount of the expenditure treated as a
private expenditure fringe benefit under sub-article
(1) of this Article.

3/ This Article shall not apply to expenditure paid by an
employer that is a fringe benefit under another
Article in this section other than Article 18 of this
Regulation.

Property or Services Fringe Benefit

1/ The transfer of property or provision of services by
an employer to an employee is a property or services
fringe benefit.

2/ Subject to sub-article (3) of this Article, the value of

a property or services fringe benefit shall be:

a) if the employer supplies the property or services
to customers in the ordinary course of business,
75% of the normal selling price of the property

or services; or
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b) in any other case, the cost to the employer of

acquiring the property or services.

3/ The value of a property fringe benefit determined
under sub-article (2) of this Article shall be reduced
by any payment made by the employee for the
property or services.

4/ For the purposes of sub-article (2)(a) of this Article,
if the property or services fringe benefit is the
provision of free or subsidised air travel by an
employer that is an airline operator, the normal
selling price is the standard economy fare for the
flight provided by the employer.

17. Employees’ Share Scheme Benefit

1/ The allotment of shares to an employee under an

employee share scheme, including shares allotted as
a result of the exercise of an option or right to
acquire the shares, is an employee share scheme
fringe benefit.

2/ The value of a right or option to acquire shares

granted to an employee under an employee share
scheme shall not be treated as a fringe benefit or

otherwise included in employment income:

a) if the employee exercises the right or option,
this Article applies to; or

b) if the employee disposes of the right or option,
Acrticle 59 of the Proclamation shall apply to the
disposal on the basis that the right or option is a

class ‘B’ taxable asset.

3/ Subject sub-article (4) of this Article, the value of
an employee share scheme fringe benefit shall be
the fair market value of the shares at the date of
allotment reduced by the employees’ contribution

for the shares.
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4/ 1f shares allotted to an employee under an employee
share scheme are subject to a restriction on the
transfer of the shares, the employee is treated as
having derived the employee share scheme benefit

on the earlier of:

a) the time the employee is able to freely transfer

the shares; or

b) the time the employee disposes of the shares.

5/ When sub-article (4) of this Article applies, the fair
market value of the shares is determined at the
time the employee share scheme benefit is derived

as determined under this sub-article (4).

6/ In this Article, “employees’ Ccontribution”, in
relation to shares allotted to an employee under an
employee share scheme, means the sum of the
consideration, if any, given by the employee:

a) for the shares; and

b) for the grant of any right or option to acquire

the shares.

18. Residual Fringe Benefit

1/ A benefit provided by an employer to an employee
not covered by another Article in this section is a
residual fringe benefit.

2/ The value of a residual fringe benefit is the fair
market value of the benefit determined at the time it
is provided, as reduced by any payment made by the

employee for the benefit

19. Limitation of Tax Liability on Fringe Benefi

1/ Notwithstanding the provisions of this sub-section,
the aggregate tax liability on fringe benefits shall
under any circumstance not exceed 10% of the salary

income of the employee.
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2/For the purpose of this Article “salary” doesn’t

include other employment related benefits.

SUB-SECTION TWO

FOREIGN EMPLOYMENT INCOME

20. Foreign Employment Income

1/ Article 93(1) of the Proclamation shall apply to a
resident employee employed by a non-resident
employer otherwise than as an employee of an
Ethiopian permanent establishment of the non-

resident.

2/ If a

employment income for a calendar month on which

resident employee has derived foreign

the employee has paid foreign income tax, the
employee shall be allowed a tax credit of an amount

equal to the lesser of:

a) the foreign income tax paid; or

b)the employment income tax payable in respect of
the foreign employment income calculated by
applying the average rate of employment income
tax applicable to the resident employee to the
foreign employment income of the employee for

the month.

3/ Article 45(3), (4), and (5) of the Proclamation shall
apply for the purposes of the tax credit allowed
under this Article on the basis that the reference to

“business income tax” is a reference to
“employment income tax” and the reference to “tax

year” is a reference to the “calendar month”.

4/ In this Article:

a) “average rate of employment income tax”, in
relation to a resident employee for a calendar

month, means the percentage that the

employment income tax payable by the

employee for the month, before the allowance
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of any tax credit, is of the total employment

income of the employee for the month;

b) “foreign employment income” means foreign
income that is taxable under Schedule ‘A’ of

the Proclamation;

c) “foreign income tax” means income tax,
including withholding tax, imposed by the
government of a foreign country or a political
subdivision of a government of a foreign
country, but does not include a penalty,
additional tax, or interest payable in respect of

such tax;

d) “resident employee” means an employee who

is a resident of Ethiopia.

SECTION FOUR
SCHEDULE ‘B’ INCOME

21.Rental Payment Covering More Than One Year

If a lessor or sub-lessor to whom Article 15(5) of the
Proclamation applies receives an amount of rental
income for a period in excess of one year, the total
amount of rental income received shall be treated as
having been derived in the tax year in which it was
received but the tax payable on the amount shall be
calculated by prorating the rental income over the

number of tax years to which the payment relates.

22. Lease of Business Assets

Income derived from the lease of a business, including

goods, equipment, and buildings that are part of the

normal operation of a business, shall be taxable under

Schedule ‘C’ of the Proclamation.
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23. Depreciation of a Rental Building, Furniture, and

Equipment
For the purposes of Article 15(7)(c) of the

Proclamation, the deduction allowed for a tax year for

depreciation of a rental building, furniture, and

equipment shall be determined in accordance with

Article 25 of the Proclamation and Sub-section Two

of Section Five of this Regulation on the basis that:

1/ the rental building is a depreciable asset being a
structural improvement to immovable property;
and

2/ any furniture and equipment leased with the

building are depreciable assets.

24. Rental Income Losses

1/ If the total rental income for a tax year of a taxpayer
keeping records is exceeded by the deductions
allowed to the taxpayer under Article 15(7)(c) of the
Proclamation for the tax year, the amount of the

excess shall be treated as a rental loss for the year.

2/ Article 26 of the Proclamation and Article 42 of this
Regulation shall apply to a taxpayer who has a rental
loss on the basis that the reference in those Articles

to a “loss” is a reference to a “rental loss”.

25. Foreign Rental Income

1/ If a resident taxpayer has foreign rental income for a
tax year on which the taxpayer has paid foreign
income tax, the taxpayer shall be allowed a tax

credit of an amount equal to the lesser of:

a) the foreign income tax paid; or

b) the rental income tax payable in respect of the

foreign rental income of the taxpayer
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calculated by applying the average rate of
rental income tax applicable to the taxpayer to
the net foreign rental income of the taxpayer

for the tax year.

2/ Article 45(3), (4), and (5) of the Proclamation shall
apply for the purposes of the tax credit allowed under

this Article on the basis that the reference to

“business income tax”

is a reference to “rental

income tax”.

3/ In this Article:

a)

b)

c)

d)

“average rate of rental income tax”,in relation to
a resident of Ethiopia for a tax year, means the
percentage that the rental income tax payable by
the resident for the year, before the allowance of
any tax credit, is of the taxable rental income of

the resident for the year;

“foreign income tax” means income tax,

including withholding tax, imposed by the
government of a foreign country or a political
subdivision of a government of a foreign
country, but does not include a penalty,
additional tax, or interest payable in respect of
such tax;

“foreign rental income” means foreign income

taxable under Schedule ‘B’; and

“net foreign rental income”, in relation to a
resident taxpayer for a tax year, means the total
foreign rental income of the taxpayer for the
year reduced by the deductions allowed under
Article 15(7) of the Proclamation that relate to

the derivation of that income.
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26. Notification of Lof i

For the purpose of Article 17(1) of the Proclamation, the
period of notification of the completion or rental of new
building shall be within one month of the earlier of the

completion or rental of such building.

SECTION FIVE
SCHEDULE ‘C’ INCOME
SUB-SECTION ONE
DEDUCTIONS

27. Representation Expenditures

For the purposes of Article 27(1)(i) of the Proclamation,
“representation expenditures” shall mean hospitality
expenditures incurred by an employee in receiving
guests from outside the business for the purposes of

promoting and enhancing the business.

28. Deductibility of Interest Paid to a Foreign Lender

Interest paid to a foreign lender referred to in Article
23(2)(a)(2) of the Proclamation shall be deductible only
if the borrower has provided the Authority with a copy
of the letter of authorization to provide loan issued by

the National Bank of Ethiopia to the foreigner lender.

29. Medical Expense Incurred for Employees’

Medical expense incurred by an employer for his
employee including premium payments made under
employees’ health insurance scheme shall be deducted in

accordance with Article 22(1)(a) of the Proclamation.

30.Food _and Beverage _ Services Provided by

Establishments Engaged in the Provision of Food and
rvi

Bever
1/ Expenditure incurred in the provision of food and
beverage services by Hotels, Restaurants or other
similar establishments for their employees shall be
deducted in accordance with Article 22(1)(a) of the

Proclamation.
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2/ The limit to the deduction allowed pursuant to sub-
article (1) of this Article shall be determined by a

directive to be issued by the Minister.
31. Business Promotion Expenditure

The limit to the deduction of business promotion
expenses incurred locally or abroad pursuant to Article
22(1)(a) of the Proclamation shall be determined by a
directive to be issued by the Minister.

3 T . :
. hi

Expenditure incurred by a lessee of his own volition at
variance with the terms of the contract concluded with
the lessor in the maintenance or repair or improvement
of the leased business asset shall be deducted from the

business income of the lessee.

33. Charitable Donation

1/ A deduction allowed under Article 24(1) of the
Proclamation for charitable donations shall apply to
incurred by the the

expenses tax payer in

management of his own charitable activities.

2/ For the purpose of Article 24(1) (b) of the
Proclamation, call by the government means call by
the federal government or a regional state and
includes a call by the Addis Ababa and Dire dawa
city administrations,

3/ For the purpose of sub-article (1) of this Article
“charitable donation” means a donation made in

health,

protection or provided in the form of humanitarian

support of education, environmental

aid other than for the tax payer’s own employees.

34. Deduction allowed for Business Asset held

nder Capital Lease Adreemen

1/ Lease payment made for business asset held under
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capital goods lease agreement is deductible business

expenditure from gross business income.

2/ A person realizing deduction under sub-article (1) of
this Article shall not be entitled to depreciation on

the asset.

35. Head Office Expense

Payment made by a permanent establishment doing
business in Ethiopia to its parent non-resident body in
reimbursement of actual expenses incurred by the parent
non-resident body for the benefit of the permanent
establishment shall be deducted to the extent that such
expense was incurred in

deriving, securing or

maintaining business income.

SUB-SECTION TWO
DEPRECIATION DEDUCTION

36. Depreciation Deduction of Depreciable Assets and

Business Intangibles

1/ Subject to sub-article (2) of this Article, a taxpayer
may determine the depreciation deduction allowed
under Article 25(1) of the Proclamation according
to the straight-line method under Article 37 of this
Regulation or the diminishing value method under
Article 38 of this Regulation provided:

a) the taxpayer has used the same method of
depreciation in its financial accounts prepared
in accordance with financial reporting

standards; and

b) the same method of depreciation is used by the
taxpayer for all depreciable assets owned by the

taxpayer.



HOEERE

1% bRl 12T DM kG € U0, TE 47 €00 9.9° Federal Negarit Gazette No. 82., 24™ August ,2017......page ...

9866

€ eolntac vNPT PACES PG avOAT
eant NP PHE  PACES  PST H& AF
LPGAN:-
U) 4P UALT PANF@ 31L& -
VAT
A) N9183bALh VN AL PO1.LL7 TTRGE::

i/ 07183 eAPh VN AL PILLT  OTARP
PACES PG4T AN N9987PAPD UNT AL
POULLD OTAAL eh, TTANLA LLANTT
avlet M6R, aveRaoC; PANTIC::

0/ T @9°  IMNC  hdL  “AlFAAL” A
nlme 1V fa@ W@ ATI®-  AS
NAOTANLD:  oo-a PACES PG00 ATINT
Po® 940 VN OLI° M4P VALT
PAAD- P& e U PACES PG
T ARTAI::

ALPT+E CACES PG HL
&/ CAPB. ArPR RE(E) hG (D) ATLAmMOE Vi-F

ARTL MC hé-L NATL MG Goot PO

AL U LI 4P VAL T AdAD-

P31 e UNF PHLPR@ NPT PACES

PGS0 He oowlqd P00 PACES ST NHY

LN AR @il ¢hoopnt@r ooMy (UANE

O6h, AL 149, N97£L7 BOAA::

& LV AR TLATL ATLPITe- P PHe-
PMIC Gov hG PLav PMIC GovJT Ui
ARTL MC 4L PI® P7L+70 UM ®LI°
MM4P VALT PhAD P77 - UAVE
P14dL MLIS PAPS AIPAR RED) 3.0
1eSC SC L4PL CINL MPAN ST O6R,
hoNE ocn, ANAT hR1709°::

. PO@ APPIN POLLE PACES PGN HE

8/ PAPE APR RL(E) AS (0) ATLAmOE Pra-:

AWTL MC héL NAZL MG Govt PI@

=)
b}

2/ The following assets shall be depreciated only

under the straight-line method:

a) abusiness intangible;

b) a structural immovable

property;

improvement of

3/ For the purposes of calculating the depreciation
deduction in relation to a structural improvement
of immovable property, the cost of the structural
improvement shall not include the cost of the
land on which the improvement is situated.

4/ No depreciation deduction shall be allowed for
the cost of a depreciable asset or business
intangible acquired by a taxpayer from a related
person (“transferor”) when the cost of the asset
or intangible had been fully depreciated by the
transferor.

37. Straight-line Depreciation

1/ Subject to Article 25(3) and (4) of the Proclamation,
the depreciation deduction allowed to a taxpayer for a
tax year in respect of a depreciable asset or business
intangible under the straight-line method shall be
calculated by applying the rate specified in Article 39

of this Regulation against the cost of the asset.

2/ The total deductions allowed, or that would be
allowed but for Article 25(4) of the Proclamation, to a
taxpayer in respect of a depreciable asset or business
intangible to which this Article applies for the current
tax year and all previous tax years shall not exceed the

cost of the asset.

38. Diminishing VValue Depreciation Deduction

1/ Subject to Article 25(3) and (4) of the Proclamation,
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2/

3/

the depreciation deduction allowed to a taxpayer for
a tax year in respect of a depreciable asset under the
diminishing value method shall be calculated by
applying the rate specified in Article 39 of this
Regulation against the net book value of the asset at
the beginning of the year.

If Article 25(4) of the Proclamation applies to a
depreciable asset for a tax year, the net book value of
the asset shall be calculated on the basis that the asset
has been used in that year solely to derive business

income.

If the balance of a depreciable asset of the taxpayer is
not more than two thousand Birr, the amount shall be
fully deducted in the tax year to which the balance

corresponds.

39. Rates of Depreciation Deduction

1/

The rates of depreciation applicable to a depreciable
asset are specified in the following table based on the

following categories:



=

bRl 126 DM kG € U0 TR 47 €00 9.9 Federal Negarit Gazette No. 82, 24™ August ,2017......page .........

Pom L7940 U P PG
PACES  PGT
H& aoA)y,

TGN TPC hAG Povll | 20 oot

TTNeYF aovll g

247UMN 10 Noo-f

Il N7 ALe9I°C | 5 Noot-

N9L3¢+AL0 UNTF AL P99.L.L9

Lty

A 9 PO® P99470 | 15 Moot

vt

N0 hS s PAYF | 25 (aof

PEPTF TP AL Pl.mA

Pom 99470 UNE

& M4P UVAPT AAATO- 0778 ¢ UNRTF
T4ATY, POLP IO PACES PGT ooy,
U) P78 e hoofavé. (bt PHLL O,

Uf A0l Naot:

A) N&LA ¢ (V) htevanta @n, APY h

anC  9ov AL

A7LEINTN 4P

VAP PAND €F7% w24 U ANC

Noof: @E9°

Ah) AdA TIE@9° M4P VAR
Nt aof (loor 4P
AMLAD U PAIATDNT

CIN& e

VAL

N4 CoLT i@ oMy ?
BUPGA::

fhND-

Hoo’}

i/ ANV AFPR hAARI CIIL e havfavs.
Nt ¢HLLT @eRn” “INt MC hdfe O3

4 hovfavs. (61

oL emMD NHPS.

arPR RE(Z)(V) A“M4P UALT PANT-
728 e VNPT hame- TG e
+TC (0) ¢tovabt® @6, 10

Depreciable Asset Straight

-line Rate

Computers, software, and data | 20%
storage equipment

Greenhouses 10%

Structural improvement on | 5%
immovable property other than
a greenhouse

Any other depreciable asset 15%

Depreciable asset used in | 25%
mining and petroleum
development operations

2/ The rate of depreciation applicable to a business

intangible shall be:

a) for preliminary expenditure, 25%;

b) for a business intangible with a useful life
of more than 10 years, other than a
business intangible referred to in paragraph
(@), 10%; or

c) for any other business intangible, 100%

divided by the useful life of the intangible.

3/In this Article, “preliminary expenditure” means
expenditure referred to in paragraph (4) of the
definition of “business intangible” in Article
25(7)(a) of the Proclamation incurred by a

taxpayer before the commencement of a business.
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40. Depreciation allowed on a Building used Partially as a
Business Asset

Depreciation on a building used partially as a
business asset shall be allowed only in proportion to

the portion of the property used as a business asset.

41. Repairs and Improvements

1/ Subject to sub-article (2) of this Article, a taxpayer
shall be allowed a deduction for a tax year for the
cost of a repair or improvement made to a

depreciable asset during the year.

2/ The amount of the deduction allowed under sub-
article (1) of this Article shall not exceed twenty
percent of the net book value of the asset at the end

of the tax year.

3/ If the cost of a repair or improvement made to a
depreciable asset during the year exceeds twenty
percent of the net book value of the asset, the whole
cost of the repair or improvement shall be added to

the net book value of the asset.

SUB-SECTION THREE

LOSS CARRY FORWARD

42. Loss Carry Forward

1/ If a taxpayer has a loss carried forward under
Articles 26,38 or 46 of the Proclamation for more
than one tax year, the loss of the earliest year shall be
deducted first.

2/ A loss may be carried forward only if the taxpayer’s
books of account showing the loss are audited and

acceptable to the Authority.

3/ Despite sub-article (2) of this Article, a taxpayer may

carry a loss forward if:
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a) the taxpayer has submitted books of account to
the Authority showing that the loss has been
audited by external auditors; and

b) the Authority has failed to audit the taxpayer’s
books of account before the due date for filing
the taxpayer’s tax declaration for the next

following tax year.

4/ Nothing in sub-article (3) of this Article prevents
the Authority from subsequently auditing the loss
and serving the taxpayer with a notice of amended
assessment in relation to the loss in accordance
with Article 28 of the Federal Tax Administration
Proclamation.

43. Loss carry Backward

For the purpose of Article 32 of the Proclamation, loss
sustained in the performance of a long term contract may

be carried backward until the loss is fully deducted.

B-SECTION FOUR
FOREIGN RRENCY EXCHANGE GAINS AND
LOSOES

44, Foreign Currency Exchange Gains and Losses

1/ A foreign currency exchange gain derived by a
taxpayer shall be included in business income.

2/ Subject to sub-article (3) of this Article, if a taxpayer
incurred a foreign currency exchange loss during a
tax year, the loss shall be offset against a foreign
currency exchange gain derived by the taxpayer

during the year subject to the following:

a) the unused amount of a loss can be carried
forward indefinitely for offset against foreign

currency exchange gains until fully offset;
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3/

4/

5/

6/

b) the taxpayer has substantiated the amount of the

loss to the satisfaction of the Authority.

Sub-article (2) of this Article shall not apply to a
foreign currency exchange loss incurred by a
financial institution and the amount of the loss
shall be allowed as a deduction provided the
financial institution has substantiated the amount

of the loss to the satisfaction of the Authority.

A taxpayer derives a foreign currency exchange
gain or incurs a foreign currency exchange loss

when the gain or loss is realised.

In determining whether a taxpayer has derived a
foreign currency exchange gain or incurred a
foreign currency exchange loss in respect of a
foreign currency transaction, account must be
taken of the taxpayer’s position under a hedging
contract entered into by the taxpayer or by a

related person in relation to the transaction.

In this Article:

a) “debt obligation” means an obligation to make
a payment of money to another person,
including accounts payable and the obligations

bills of

arising under promissory notes,

exchange, and bonds;

b) “foreign currency exchange gain” means a
gain attributable to currency exchange rate
fluctuations derived in respect of a foreign

currency transaction;

c) “foreign currency exchange loss” means a loss

attributable to currency exchange rate
fluctuations incurred in respect of a foreign

currency transaction;

d) “foreign currency transaction” means any of
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9%.

the following transactions entered into in the
conduct of a business to derive business

income:

(1)a dealing in a foreign currency;

(2) the

obligation,

issuing of, or obtaining a debt
denominated in  foreign
currency; or

(3) any other dealing in which foreign

currency is denominated;

e) “hedging contract” means a contract entered
into by a person for the purpose of
eliminating or reducing the risk of adverse
financial consequences that might result for
the person under another contract from

currency exchange rate fluctuations.

SUB-SECTION FIVE

BANKS AND INSURANCE COMPANIES
45, Loss Reserve of Banks

A bank shall be allowed a deduction for a tax year for
eighty percent of its loss reserve for the year, provided
that the amount of the reserve has been calculated in
accordance with the prudential requirements prescribed
by the National Bank of Ethiopia and is consistent with

financial reporting standards.

46. Reserve for Unexpired Risks of General Insurance

Companies
1/ Subject to sub-article (2) of this Article, an

insurance company carrying on the business of
general insurance shall be allowed a deduction for
a tax year of the balance of its reserve for
unexpired risks as at the end of the year provided
the amount of the reserve has been calculated in

accordance with financial reporting standards.
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2/ If an insurance company is a non- resident

company carrying on business through a
permanent establishment in Ethiopia, the deduction
allowed under sub-article (1) of this Article shall
be limited to the balance of the company’s reserve

for unexpired risks in Ethiopia.

3/ The business income of an insurance company
carrying on the business of general insurance for a
tax year shall include the amount of the company’s
reserve for unexpired risks deducted in the

previous tax year under sub-article (1) or (2) of this

Article, as the case may be.

4/ In this Article, “general insurance” means all
insurance other than life insurance as defined in the

Commercial Code.

47. Taxable Income from Life Insurance Business

1/ The taxable income of an insurance company from
the conduct of the business of life insurance for a tax
year shall be calculated according to the following

formula:

(A+B+C+D)—(E+F+G+H)

where:

“A” s the life insurance premiums derived by the
company during the year but not including
premiums returned to policy holders during
the year;

“B” is investment income derived by the
company during the year relating to the
business of life insurance;

“C” is the amount of any previously deducted

reserves for life policies cancelled during the

year;
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2/

3/

“D” is any other income derived by the company
during the year relating to the life insurance
business;

“E” is underwriting expenses incurred by the
company during the year in the conduct of
life insurance business, including
commissions paid, reinsurance premiums,
risk analysis costs, Government charges on

the policy, and operating expenses;

“F” is the additions to life policy reserves,
including the initial reserve on new life

policies issued during the year;

“G” is the amount of claim payments under life
policies made in excess of the sum of
reserved amounts and income earned on the
reserved amounts in relation to life policies

paid out during the year; and

“H” is any other deductible expenditure incurred
by the company during the year in relation to

the life insurance business.

If a company conducts the business of life insurance
and some other business including the business of
general insurance, the taxable income of the
company from the conduct of the life insurance
business shall be calculated separately from the

taxable income from other business of the taxpayer.

In this Article, “life insurance” has the meaning

given to the term in the Commercial Code.
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IMC h4STF e77L 24 MC PoL0AD- hHY
L 2C 0HePH  wIMLAC  aow il
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MPAA 0, aowlt 9947 BIPGA:
TN PRLE “h” INC h4F P18 17¢-
MC  PPLANNFT  wIMAAC 070 0Pont
Goo-t: SIHAN AN

¢Hfnchs  aALtT PP MG héL
e Cr WYL haomt-
el.me9°0 7 ANhChe 60 PoLEThenC
art ALGA UL MG AN (4G
NPTC TC (éod 0PTC M@ AL AIEA
£10 Pl IMC ooFhA hdNT::

48.

SUB-SECTION SIX
MICRO ENTERPRISES

ligation of Micro Enterprises to Maintain Book:
of Account

For the purpose of Article 82 of the Proclamation,
micro enterprises shall be treated as individual and
the obligation to maintain books of account shall
apply to such enterprises on the basis of their annual

turnover.

SUB-OECTION SEVEN
ATEGORY ‘C’ TAX PAYER

49, Presumptive Business Tax of Category ‘C’ Taxpavers

1

2/

3/

4/

The presumptive business tax to be paid by category
“C” tax payers shall be calculated in accordance with
the SCHEDULE attached to this Regulation.

The annual taxable income of a tax payer shall be
assessed in accordance with the maximum annual
turnover in the income bracket within which the

annual gross income of the tax payer falls.

The Minister shall revise the schedule in accordance
with which the tax to be paid by category “C” tax

payers is assessed at least every three years.

If a tax payer who is the owner of a vehicle, drives the
vehicle he uses in the business of rendering transport
service, the employment income tax that the driver
would have paid had the owner employed such driver,
shall be included in calculating the tax payable by the

owner of the vehicle.
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SECTION SIX
SCHEDULE ‘D’ INCOME
50. Income from Casual Rental of Asset

For the purpose of Article 58 of the Proclamation
“income derived from casual rental of asset” means gross
income derived by a person who is not engaged in the
regular business of rental of movable or immovable asset.

51. Repatriated Profit of a Permanent Establishment

1/ The tax under Article 62 of the Proclamation on the
repatriated profit of a non-resident body conducting
business through a permanent establishment in
Ethiopia shall be imposed by reference to the body’s

tax year.

2/ The repatriated profit of a body for a tax year shall be

calculated in accordance with the following formula:
A+(B-C)-D
where:

“A” is the total cost of assets, net of liabilities,
of the permanent establishment at the
commencement of the tax year;

“B” is the net profit of the permanent
establishment for the tax year calculated in
accordance with the financial reporting
standards;

“C” is the business income tax payable on the

taxable income of the permanent

establishment for the tax year; and

“D” is the total cost of assets, net of liabilities,
of the permanent establishment at the end

of the tax year.
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3/ In calculating the repatriated profit of a permanent
establishment for a tax year, the total cost of assets
of the permanent establishment at the end of a tax
year shall be the total cost of assets at the

commencement of the next following tax year.

52. The Effect of Adjustment of Business Profit on Paid
out Dividends

The fact of a business profit declared by a body being less
than the adjusted business profit of the body by the
authority in accordance with the finding of a tax audit,
shall not affect the tax on dividend distributed to
shareholders on the basis of the profit declared by that
body.

53. Capital Gains Tax Payable on the Disposal of
Certain Investment Assets by Donation

1/ For the purpose of Article 59 of the Proclamation,
tax payable on a capital asset disposed by donation
shall be calculated on the difference between the
original cost of the asset and the cost of the asset at

the time of disposal by donation.

2/ The receiver of donation shall be liable to pay tax

on a capital asset disposed by donation.

SECTION SEVEN
EXEMPT INCOME

54. Exempt Incom

1/ The following items of income are exempt from
income tax:

a) employment income of not exceeding five years
paid to expatriate professionals recruited for
transfer of knowledge by investors engaged in
export business in accordance with a directive to

be issued by the Minister;
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A) Dang- v-at @t I @0T AT Oar b) income from employment received by unskilled
NHLIIML AWIE +MS PAMD- WA employee working for the same employer whether
NLaoC a7t oC P7L0AT aly continuously or intermittently for not more than
M@ PULhGNA@®-  INC POLIAN- thirty (30) days within any twelve month period;
oo lAm-  PTC Ao M. AL NF provided, however, that the tax payable on income
P AICAMNE P 19735 0m9° Chhd- from employment received by a casual employee
UAF OeT U ODT  AnIe Mg working intermittently for the same employer for
ACECTI® Y 0482990 hwdd +GT- more than thirty (30) days within twelve months
AMIND L SINIA TITEDIS NAco-g period shall be calculated only on the income

received by that employee from the last
ALY HPMS LLLTTI®- N, employment

A)ALY T0-0 ATPR LLA Té (A) hAAAT® c¢) for the purpose of the exemption under paragraph
“O0ao-¢  PCAWPY ++ME” 90T aof0F (b) of this sub-article “unskilled employee” means
Pav-f  AMSG  PADOE. AP av-g an employee who has not received vocational
NTMed THCTG ool e DT P9 .MmPpo training, does not use machinery or equipment
W& Good UL T OmPAAD- 030 requiring special skill, and who is engaged by an

employer for a period aggregating not more than
¢G5 ATILOAT U PFPmé 200N 1@-::
thirty(30) days during a calendar year.

F/ OhPE WPk EE(B) U(B) oowlid hIC 12 2/ The exemption accorded under Article 65(1)( a) (1)
e+l Awéd®m  wéATFo AJaod® of the Proclamation to an amount paid by an
AWLAED VRIS AIADAT  Phi.Adh employer to cover the cost of medical treatment of
VIO WP LATT PG oo3 hib@ aow it an employee shall include premium payments made
AWLD AWLATT TPI® POULNGADT Al by an employer on behalf of an employee under
LI G A:: employees’ medical insurance scheme.

HEA N SECTION EIGHT
ASSETS
vAF
9E. U7 TINEANE RS 00ALTPE ao e 55. Disposal and Acquisition of Asset

AACES PG A PaTHA UNPT7 070FAAE
0.7 TP AL ATLhEAN MNC 9A77 9°HI0
PoLLANT VN NTER naho-o-1 oLy
Mg AAANGE  ANFAAL@. U7 A750TANL
PoLEML@ AG PHANLAT A@ UAET 00ALTYT
ATLPH  PULEMim- PUNLAE  PAOT LI
famg o @ AePPA AT (FFAMO-
ahA 07L& htooll00T 7 €9°C 1@-::

For the purpose of depreciation and capital gain tax,
when a registerable asset is transferred by sale,
exchange or gift, the transferor is treated as having
disposed of the asset and the transferee is treated as
having acquired the asset at the time the contract of
sale, exchange or gift is registered by an entity

empowered to exercise the function of the notary.
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heLe P1AN ooHI 2C hfLHO-
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56. Cost

1/ The cost of a class ‘A’ taxable asset provided in the
Proclamation shall be adjusted for inflation as

determined under a directive issued by the Minister.

2/ If the acquisition of an asset by a taxpayer is the

derivation of an amount that is:

a) included in the income of the taxpayer subject
to tax under the Proclamation, the cost of the
asset is the amount so included plus any

amount paid by the taxpayer for the asset; or

b) exempt income, the cost of the asset is the
exempt amount plus any amount paid by the

taxpayer for the asset.

57. Transfer of share

If a share that a non-resident person transfers is related
directly or indirectly with an asset in Ethiopia, such
share shall be treated as having been transferred in

Ethiopia.

SECTION NINE
ADMINISTRATIVE AND PROCEDURAL RULES

58. Books of Account to be kept by Category ‘B’ Tax

Payers
1/ The Authority shall determine by directive the

documents that category “B” tax payers shall be
required to submit together with their simplified books

of account.

2/ Category “B” taxpayers may voluntarily account on
accrual basis provided that they comply with the

requirements set under financial reporting standards.
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5. 0R¢% “dh IC h4eF ¢ N PYAN oo HIAG 59. Books of Account and Documents to be
(VLS Kept by Category ‘C’ Taxpayers
5/ AAPE. WibKR WEW) hAARI® PRLE “d INC 1/ For the purpose of Article 82(3) of the
NPT PLLE “4” INC h4T AGH PoL10m% Proclamation, Category “C” tax payers may keep
PYAN ool ALH  STAN: QY 98T book of accounts that Category “B” tax payers are

W PO PRLE “h” TDC h4eT TG required to maintain. The tax of Category “C” tax

POLoNI@ NNA2ANT- APASYE  ATTI@ PLAN
' VF@ aow /it SIPGA::

payers maintaining books of account shall be
assessed in accordance with such books of account

as are acceptable to the Authority.

€ PV AR 00 ATPR () £7191 NSCP 2/ Notwithstanding the provision of sub-article (1) of
YEDIC  PLLE Y MC NG wWedE this Article, a Category “C” tax payer employing a
PILLTC NPT AW EAED PILNGADS hovdbMC worker shall keep documents showing any amount
POLTY M. AS hHu- M. AL ¢ PULLNPLOT

TFEOF9C IMC PLLEAL (1L avfH hdT::

of employment income paid to the employee and

any amount withheld in tax from such income.

Z. N2LE ‘N MC_h42T P70héA MG 60. Payment of Tax by Category ‘C’ Tax_payers
5/ AAPE. AIPR Ui RAAAIS PLLE ‘A IMC 1/ For the purposes of Article 49 of the Proclamation,
néeF 9o03-@ PTliea aom? AL Pt avhlird Category “C” tax payers shall pay tax in accordance

PUL aoR0E PECT NG MRI®  haovAnT with turn over based standard presumptive business

tax or indicator based presumptive business tax
AAT@ 0398 276 NCET PECT MG HLIF prestmp

methods.
ao(\l T MIC BhGAN::

& WHeM7CH 031 24 HCE AL 20974 2/ Category “C” taxpayers engaged in the business of
LS “h INGC h4d-T haodmC hoL75 0. transport service shall pay the withholding tax from
AL PIAD  PULLOPELTT  MC  POLAGAF employment income together with their business
n39& 26 FCE MC IC (AT SPSA: income tax.

Non- Applicability of Withholding Tax

ZBNHhé-8 1M AL MCT 45T DAATILLY 61.

ARPE W% 8 haART® TN For the purpose of Article 92 of the Proclamation, the

Minister shall specify by a directive:

8/ hth4d.e 1AN AL INC 730 CovfH °Co T 1/ the type of services to which withholding tax shall
14290, Po1LLLAVE® T CAINTINT 4L : not apply;
g NC IO PovfH 9L POYRaANIT D 2/ persons to whom the obligation to withhold tax

AP shall not apply.

Novavl @ C.MAGA::
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ZE2.NVIC @-OT h71dAav AGEEPT AL INC 70

62. Withholding of Tax from Domestic Payments

oV [0 & Al

8/ OhPE WE € oowldt MG 00 N, 1/ A withholding agent required to withhold tax under
PUILLT SALYT CEMANT Q@ (HU- AR Article 92 of the Proclamation shall issue a serially
aw/ldt MC TP NRe ATLLATANT  (o- numbered official receipt to the recipient of the
+hdde RTC LAM hIP LLNY aotimt payment from which tax is to be withheld under that
AONT:: Article.

& MC 0 M. 9VLLT PALYE erMANT Ao 2/ If the withholding agent is a Government agency,
e ok S A (11 1 11 RV (% 2 e 10 the receipts referred to in sub-article (1) of this
arPR  (8) CtevAnta@  LLOVY  NTULOES Article shall be authenticated by the Ministry.
PHLbL o7 AdNT::

£/ hooy ot A9 QG LY ATPR 300 3/ Article 19 of the Federal Tax Administration
nrPR () oowld LG Poohimil VLD Proclamation shall apply to receipts referred to in
AN MNC P30 N, POILLD DALY sub-article (1) of this Article issued by a
CTMANT A@ PLLé-A PHAN ANTSLC APFE withholding agent other than a Government agency.

ar Pk T FAA LPSA:
ZLINCT +70 PovfH &3 AMT A@- 77L& | 63.Requirement to provide Trade License to a

KL PTIPLA 8T Withholding Agent
NAPS. APk € 700 ATPR (0) oowldh Apart from the requirement of Tax Identification
nLeCNm- PG h4-2 ooAf &TC NHemo1é Number (TIN) laid down in Article 92 sub-article
YYEDI® PNC 4@ PIDE Lb PIUPLA DL (4) of the Proclamation, a tax payer shall also be
CECNHA:: required to submit his trade license.
Z0. hthdf 900 AL IMNC +30 ovfH DAANT O@- | 64. The Liability of a Withholding Agent
2044t

1/ Article 97(3) of the Proclamation shall not appl
B/ hthég 1A AL C 0 AMANAMY rticle 97(3) of the Proclamation shall not apply

POINTANG DL PRMANT  AD- DL @7
PATOM LI MC h4 MNGT  Phé
dPT  POLELIMTT  TINLE  hedil  PAPE
WIPR L) TLATL WGP FIR

where a withholding agent required to withhold and
transfer tax to the Authority under the Proclamation
presents evidence to the tax authority that the
principal tax payer has paid the tax, notwithstanding
that the withholding agent has failed to withhold and
transfer the tax.
g/ PHY ATPR 00 ATPR (B) £7101 0NFhh 2/ The provision of sub-article (1) of this Article does
al8LC AP WibAR BFPE(SB) CHMA®T POV not preclude the penalty imposed under Article of
heNPCI®:: 106(1) of the Tax Administration Proclamation.
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ZELIU& 24 htRim 03A 09977 0,

AAPE. ATPR @0 h4AAI° N7 COLLOTT P&
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nEdN AdC
AV lAN
&7, -2 PP POFe- 07470 UART

8/ hPE  A44A7. ooUF NCool0F 1R A7
PHPH 4 PACES ST LA@ INC h4L
PL7 PACES PSN NHALOD APE aowld
CI50::

€/ PHU ATPR FON AIPR () FAATL CTLPINT
MC 048 LT PRI ¢4 PACES PG
@-0T  PAT PO® PULEIN UM POTANL
ALY PACES PST nah
NTINHANG ATT@- TPI° oomF BPIAA:

aow /A U7

P/ Y ATPR 100 AR (B)  Ptavahta-
Pom  ULeI UNT (oo tApG  IRTET
PO PACES SN NNt oowld DG

0FT LN oom? LS4 hPY-

V) @€ OFT Po93P@ P17HN aom? N70C
ngg & e M AL LRavld-A:
A8 U9

- bmission of Books of A I

1/ Books of account shall not be rejected by more

reason of late submission.
2/ The provision of sub-article (1) of this Article shall:

a) not apply where the tax has been assessed by

estimation because of non-filing of tax return;

b) not preclude the penalty imposed under article
102 of the Tax Administration Proclamation.

66. Income Derived after Ceasing of Business

For the Purpose of Article 74 of the Proclamation, the
Tax Authority shall issue a directive on the procedure of
payment of tax by a tax payer deriving income after
ceasing business.
SECTION TEN
MISCELLANEOQUS

67. Pooled Depreciable Assets

1/ A taxpayer who has a positive balance in a
depreciation pool at the commencement of the
Proclamation shall continue to depreciate the

balance of the pool in accordance with repealed

Proclamation.

2/ If a taxpayer to whom sub-article (1) of this Article
applies disposes of a depreciable asset in a
depreciation pool, the consideration for the disposal

shall reduce the depreciation base of the pool.

3/ If, as a result of a disposal a depreciable asset
referred to in sub-article (1)of this Article, the
depreciation base of a depreciation pool is a

negative amount:

a) the negative amount is included in business

income; and
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A) O-Er PACES ST M0 THZE O0-LY
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h4-8 PACES PG MY LN ATPR i oow it
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X, £79& 224 M7 DATTG.01C
&/ 0Nl APE oowldt A4S0 PANE P
e Pl LA MG 42 PACES ST
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EoTeG1hH hY Pém hPid- NVFALD hPE
aow /i eINAS A
g AAPE  ArPR REO) h4AA OTHALD- hT
£Imav @I hie- b1t o0t
ag09°::
ZD. Novavld fPT CHét5 PIC 12 aoPTF

aPe hooX Gk N N°LL0FS (@M goavl @
¢4 L hIMC 124 CoolPy aod)t:-

b8/ Navavlf® aow/lt ook 4499, aolP?
anheL.enent ¢7: @L9°

g/ avool P N7LLOTE ANNYLACNT +7°F

huat AGhdLaoo@- M 4N HEA7UrE BPTAN::
. P10¢ AS T4R%10T P7ILTL T T
& M. IMC LN RTC ESXR/THEIN(A 7L HNNAD-)
LY LN A

g erhco- £ Qv LN hovR Sk 04T
AL PG Govt HAA%L oo
LPTAN::

b) the pool is treated as closed and any assets
remaining in the pool are treated as fully

depreciated.

4/ A taxpayer who has acquired a depreciable asset on
or after the commencement of the Proclamation
shall depreciate the asset in accordance with Article
38 of this Regulation and the cost of the asset shall
not be added to a depreciation pool referred to in
sub-article (1) of this Article.

68. Business Loss Carried Forward

1/ A taxpayer who has a business loss under the
repealed Proclamation that has not been fully
deducted under the repealed Proclamation shall
continue to be deducted in accordance with the

repealed Proclamation.

2/ Any loss incurred under the repealed Proclamation
shall not be taken into account for the purposes of
Article 26(4) of the Proclamation.

69. Exemptions under Directives

An exemption provided for in a Directive issued by the
Minister prior to the commencement of the Proclamation
shall remain in force until the earlier of:

1/ the date that the Directive lapses according to its

terms; or

2/ the date that the Minister repeal the Directive.

70. Repealed and Inapplicable Laws

1/ The Income Tax Regulation No. 78/2002 (as amended)

are repealed by this Regulation.

2/ The repealed Regulation shall continue to apply for
tax years preceding the effective date of this

Regulation.
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[
@5. 230 910501 % 71. Effective Date

LU LN hhd°A & 7 EOE 9.9° E9°C 077 This Regulation shall apply on income derived as of 8"
M, AL 14497 LIPGA: day of July, 2016.

- - h
A& A0Q 1chd IE 3 BB 9.9° Done at Addis Ababa, this 24" day of August 2017.

HAILEMARIAM DESSALEGN
DLATTNLLT° LANT

PRIME MINISTER OF THE FEDERAL
PANTCXE bufolAR ATPNE-OLP STAAN DEMOCRATIC

Mm¥AL TLLOTC REPUBLIC OF ETHIOPIA
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