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PROCLAMATION NO. 285/2002
VALUE ADDED TAX PROCLAMATION

WHEREAS, the current sales tax does not allow collection
of the tax on the added value created wherever a sales
transcation is conducted;

WHEREAS, the value added tax minimizes the aamage
that may be caused by attempts to avoid and evade the tax and
helps to ascertain the profit obtained by the taxpayers;

WHEREAS, the tax enhances saving and investment as it
is a consumption tax and does not tax capital;

WHEREAS, replacement of the current sales tax by value
added tax enhances economic growth and improves the ratio
relationship between Gross Domestic Product and Govern-
ment Revenue; .

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

SECTION 1|
General

1. Short Title

This Proclamation may be cited as the **Value Added
Tax Proclamation No0.285/2002.”

2. Definitions

For the purpose of this Proclamation, unless the

context otherwise requires:

1) “accounting period” means a calendar month.
The month of Nahase and Pagumen shall be ag-
gregated and treated as one calendar month;
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dividuals or an association that includes one or more
members who are not individuals, but not including any
association falling within the definition of “body”;
“Authority” means the Federal Inland Revenue
Authority;
“Body” means any company, registered partnership,
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 corporate or unincorporated
whether created or recognized under a law in force in
Ethiopia or elsewhere, and any foreign body’s business
agent doing business in Ethiopia on behalf of the
principal.;
“Export” means taking goods out of Ethiopia;
“Goods” means all kinds of corporeal movable or
immovable property, thermal or electrical energy, heat,
gas, refrigeration, air conditioning, and water, but does
not include money;
“Money” means:
1) acoin or note that is legal tender in Ethiopia; or
2) a bill of exchange, bank draft, promissory note,
postal order, or money order; or
3) astamp, form, or card that has a monetary value and
is sold or issued by the Government for the
payment of any fiscal charge levied under any law
except where the coin, note, stamp, form, or card is
disposed of as a collector’s piece, an investment
article, or an item of numismatic interest;
“Import of Goods” means bringing goods into Ethiopia
according to the customs legislation;
““Permanent Establishment” means a fixed place of
taxable activities through which those activities of a
person are wholly or partly carried on. The following
shall, in particular, be considered to be a permanent
establishment, an administrative office, 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;
“Person” means any natural person, sole proprietor,
body, joint venture, or association of persons (including
a business representative residing and doing business in
Ethiopia on behalf of the principal):
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2)

3)

4)

a trust and a person who is or may be a

beneficiary in respect of that trust; or

a partnership, joint venture, or unincorporated

association or body or private company and ~

(a) any member thereof, or

(b) any other person where that person and a
member of such paftnership, joint venture,
or unincorporated association or body, or
private ‘company as the case may be, are
related persons in terms of this definition;
or

an incorporated company, other than a closed

corporation; and

(a) a person, other than an incorporated com-

(b)

(©)

@

)

6)

pany, where that person or that person and a
person related to the first mentioned person
in terms of this defmition controls 10
percent or more of-
1) the voting power in the company; or
2) the rights to distributions of capital or
profits of the company, either directly or
through one or more interposed com-
panies, partnerships, or trusts; or
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 voting power in the first-mentioned
company; or
2) the rights to distributions of capital or
profits of the first-mentioned company,
either directly or through one or more
interposed companies, partnerships, or
trusts; or
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
any person related to the person referred to in
(c) in terms of this definition; or
a registered person and a branch or division of
that registered person which is separately regis-
tered under Article 16 Sub-Article (5); or
any branches or divisions of a registered person
which are separately registered under Article 16
Sub-Article (5);
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14) “‘‘relative”, in relation to a natural person, means:

1)
2)

3)

15)

16)

17)

18)

19)

20)
21)

22)

23)

24)

the spouse of the person; or
an ancestor, lineal descendant, brother, sister,
uncle, aunt, nephew, niece, stepfather, step-
mother, stepchild, or adopted child of that person
or her spouse, and in the case of an adopted child
her adoptive parent; or
the spouse of any person referred to in paragraph
(2) and for the purposes of this definition, any
adopted child is treated as related to the adoptive
parent within the first degree of consanguinity,
“Resident person” shall have the meaning given to
it under the Income Tax Proclamation;
“Services” means work done for others which does
not result in the transfer of goods;
“Supply” means the sale of goods or the rendition
of services, or both;
“Supply of Goods” has the meaning assigned to it
under Article 4:
“Rendition of Services” has the meaning assigned
to it under Article 4:
“Tax” or “VAT” shall mean Value Added Tax;
“Taxable Activity” has the meaning assigned to it
under Article 6;
“Taxable Transaction’ has the meaning assigned to
it under Article 7 Sub-Article (3);
“Tax officer” means
1) the General Manager of the Authority; or
2) aperson in the service of the Authority or the
Ethiopian Customs Authority; or
3) a police officer or official of the Ethiopian
Police Force, acting on behalf of the Authority
under this Proclamation; or
4) an employee or official of the Ethiopian Postal
Services, acting on behalf of the Ethiopian
Customs Authority who administers this
Proclamation; and
“Tax invoice” has the meaning assigned to it under
Article 22.

3. Taxpayers
1) For the purpose of this Proclamation, the following
persons are taxpayers:
(a) a person who is registered or is required to be

registered, referred to as a registered person;

(b) aperson carrying out taxable import of goods to

Ethiopia, with respect to such import;

(c) a non-resident person who performs services

without registration for VAT and who is subject
to taxation under Article 23, with respect to
such services.

2) A person who is registered is a taxpayer from the
time the registration takes effect.

3) A pérson who is not registered, but who is required to
be registered, is a taxpayer from the beginning of the
accounting period following the period in which the
obligation to apply for registration arose.
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Supply of Goods and Rendition of Services

1)

2)

3)

4)

5)

6)

7)

Subject to this Proclamation:
(a) asupply of goods means:
1) asale of goods; or
2) a grant of the use or right to use goods,
whether with or without a driver, pilot,
crew, or operator, under a rental
agreement, credit agreement, freight con-
tract, agreement for charter, or any other
agreement under which such use or right
to use is granted; or
3) a transfer or provision of thermal or
electrical energy, gas, or water; and
a rendition of services means anything done
which is not a supply of goods or money,
including:
1) the granting, assignment, cessation, or
surrender of any right: or
2) making available a facility or advantage.
If a registered person purchased goods or services
accompanied by a VAT payment and received (or
has the right to receive) appropriate credit, the
application of those goods or services to a use other
than a use in the course or furtherance of a taxable
activity is considered to be a supply of goods or
services by that person in the course of furtherance of
a taxable activity.
The supply of goods or rendering of services by an
employer to his employees, including gratuitously, is
a supply of goods or services in the course or
furtherance of a taxable activity.
If aregistered person’s VAT registration is canceled,
his goods (including capital goods as provided under
Sub-Article (8) on hand at the time the cancellation
takes effect are considered to be supplied at costin a
taxable transaction taking place at that time if the
registered person claimed or had aright to claim a tax
credit with respect to the acquisition of the goods
under Article 21.
Notwithstanding the other provisions of this Article,
the supply of a good by a person who acquired such
good in a transaction subject to VAT, but who was
not entitled to a credit for the VAT on the acquisition
of the good by reason of the operation of Article 21,
is not considered a taxable transaction. If a credit was
partially allowed on the acquisition of the good, then,
the amount of the taxable transaction 1s reduced
proportionally according to the portion of the credit
that was disallowed.
The value of returnable packaging is not included in
the taxable amount, except in the case of sales at
retail. Retailers may reduce their taxable transactions
by amounts shown to have been paid by them as
refunds for returned containers.
This Proclamation applies to the supply of goods and
rendering of services carried out by a nonresident in
Ethiopia through a permanent establishment in
Ethiopia or through the internet.

(b)






