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PROCLAMATION NO. 307/2002
EXCISE TAX PROCLAMATION

WHEREAS, to improve government revenue it has
become necessary to impose excise tax payable on selected
goods;

WHEREAS, it is believed that this tax should be
imposed on luxury goods and basic goods which are demand
inelastic;

WHEREAS, it is believed that imposing the tax on
goods that are hazardous to health and which are cause to
social problems will reduce the consumption thereof;

NOW, THEREFORE, in accordance with Article 55(1)
and (11) of the Constitution, it is hereby proclaim~d as
follows.

SECTION 1
General

1. Short Tide
rf1/Iiifj~" This Proclamation may be cited as the "Excise Tax

ProclamationNo. 307/2002."

2. Definitions
In this Proclamation, unless the context otherwise
requires:
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1) "person" means a physical or juridical person;

2) "Importer" means any person who imports goods

into the country;
3) "Body" means any company, registered partnership,

entity formed under foreign law resembling a com-
pany or registered partnership, or any public enter-

prise or public financical agency that carries out

business activities including body of persons cor-
porate or unicorporated wh,ethercreated or recog-

nized under a law in force in Ethiopia, or elsewhere.
and any foreign. body's business '~gent doing

business in Ethiopia on behaif of the pr~pcipal.
4) "Pure Alcohol'~ me~ns Alcotlol of purity of 80

degrees or more;
5) "Alcohol" means Ethyl Alc()hol;

6) "Tax Authority" means the Fed~ral Inland'Revenue

Authority and the tax authorities of the Regional

States and City Administrations;
7) "Bonded Warehouse" means the building or place

destined for storage' of specified goods before the tax

is paid, secured in accordance .with requirements of

the Tax Authority;
8) "Cost of Production" mean.s direct labour and raw

material cost incurred in the production process, cost

of indirect inputs and overhead costs, but does not

include depreciation costs of machineries;
9) "Taxpay~r" means a person liable to pay Excise

Tax;
10) "Ministry" and "Minister" means the Ministry

and Minister of Finance and Economic Develop-
ment, respectively,;

3. Scope
This Proclamation applies on goods listed in the
Scheduleattached to this Proclamation..

SECTJON 2

The Rate, Base and Payment of Excise Tax
4. Rate of Excise Tax '

The Excise tax shall be paid on goods mentioned under

the Schedule attached to this Proclamation:
(a) When imported;

(b) When produced locally at the rate prescribed in the

Schedule.

5. Base of Computation of Excise Tax
1) in respect of goods produced locally, the cost of

production;
2) in respect of goods imported, cost, insurance and

freight (C.LF.);

6. Payment of Excise Tax

1) The Excise tax shall be paid within the time

prescribed under Sub-Article (2) of this Article.
(a) in respect of goods produced locally, by the

producer;
(b) in respect of goods imported, by the importer.
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2) Time ofPayment:
(a) Unless decided otherwise, as provided for

under Sub--Article 2(b) of this Article, the
excise tax on goods specified under the
Schedule shall be payable.
1) When imported at the time of clearing the

goods from Customs area;
2) When produced locally, not later than 30

days from the date of production;

(b) Where the tax payer requests forpermission to
deposit goods produced iu a bonded
warehouse without payment of tax and if the
request is approved by the Tax Authority the
payment of the tax on such goods so deposited
shall be effectd at the time they are being
removed from the Bonded warehouse;

(c) If the Tax Authority believes that the activity
of the tax payer requires a Bonded Warehouse
may give him permission to establish such
Bonded Warehouse. The conditions under
which the Bonded Warehouse operates shall
also be laid down by directive to be issued by
the Tax Authority. No goods shall therefore be
deposited in or removed from a Bonded
Warehouse except in the presence and under
the control of a representative of the
Authority;

(d) where a producer fails to keep proper accounts
and records or fails to submit a monthly
declaration or pay the tax within the time limit
prescribed in this Proclamation or submits a
declaration which upon investigation is found
incorrect the Tax Authority shall be em-
powered to forbid the producer to remove any
good from the place of production or Bonded
Warehouse.

7. Assessment of the Excise Tax
1) If the Tax Authority accepts that the books and

records maintained by the producer are properly
kept and that the monthly declaration submitted by
him, pursuant to Article 8(d) of this Proclamation is
correct the tax paid in accordance with the monthly
declaration shall be considered accurate.

2) If, after review by the Tax Authority, it appears that
a person has understated his tax obligation, the
Authority shall issue an additional assessment.

3) 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 the provisions of
Income Tax Proclamation.

4) If the Authority makes an additional assessment
under Sub-Artcle (2) and within 30 days of the
notice and demand, the person assessed does not
pay the additional assessment or appeal the assess-
ment as provided under Article 18, the person is in
default.

5) Ifthe Tax Authority fails to assess the tax and notify
the tax payer of the amount still due withn five years
from the date of declaration and payment of the tax
by the tax.payer in accordance with Article 6 of this
Proclamation, the tax so paid shall be final and
coacisive. In case, where the taxpayer has not
declared his income or has submitted a fraudulent
declaration, nGtime limit provided in any other law
shall bar the assessment of the tax by the Tax
Authority.
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SECTION 3
Collection Enforcement

8. Obligations of the Tax Payer

In addition to the obligations specified in the other
provisions of this Proclamation, every tax payer
shall :
(a) maintain books of accounts and supporting.

documents in accordance with proper accoun-
ting principles and in a manner acceptable to the
Tax Authority;

(b) submit every 30 days to the Tax Authority, in a
form which shall be supplied by said Authority,
a declaration containing such information as
may be necessary for proper collection of the
tax.

(c) comply fully with requirements of the inspec-
tion of his premises by the delegate of the Tax
Authority in accordance with Sub -Article 3 of
Article 9 of this Proclamation.

(d) comply fully with the requirements of the
inspection of his premises by the delegate of the
Tax Authority;

(e) immediately communicate to the T~x Authority
the type and address as well as the commen-
cement and termination date of his business;

(f) pay in full the tax due within 30 days from the
date of termination where such business is
teIDlinated.

9. Power of the Tax Authority

In addition to the powers specified in the other provisions
of this Proclamation the Tax Authority shall have the
following powers and duties:
1) The implementation and enforcement of this

Proclamationshall be the duty of the Tax Authority;
2) 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;

3) Enter business premises or stores of the tax payer or
to any place suspected to be storage of the products,
inspect, collect information and take appropriate
measures:
(a) during the regular working hours of the tax

payer where it suspects that production or sale
of goods is carried on or there is information
that may be necessary for the prOper assessment
of the tax, and to ensure the observance of this
Proclamation and Regulations issued for the
implementation of this Proclamation;

(b) at any time where it suspects that an offense
resulting from the violation of the provisions of
this Proclamation or regulations issued for the
implementation of the Proclamation has been
committed.

4) Notify the tax payer the additional tax to be paid in
accordance with this Proclamation;

5) as regards goods imported:
(a) sell such goods where the tax in respect of them

is not paid within six months from the day of
deposit within the premises of government
warehouse, or in the case of perishable goods,
decide on their sale at any time it thinks fit;
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(b) transfer to the Government treasury the
balance, if any, remaining after the deduction of
the tax and other expenses, provided, however,
that it shall pay the same person entitled thereto
where he claims it within five years from the
date of the sale and where his claims are
provided.

6) Requiring any person including a municipality,
body, financial institution, department or agency of
Federal or Regional Government to disclose par-
ticulars of any information or transactions.

10. Seizure ofProperty to Collect Tax

1) Subject to Sub-Article (4), if any person liable to pay
any tax imposed by this Proclamation is in default
under Article 7, Sub-Article (4) or Article 18,
Sub-Article (2), it shall be lawful for the Authority to
collect such tax (and such further amount as shall be
sufficient to cover the expenses of the seizure) by
seizing any property belonging to such person.

2) For purposes of this Section, the term "seizure"
includes seizure by any means, as well as collection
from a person who owes money or property to the
person liable for VAT. Except as provided in
Sub-Articles (3) and (6), a seizure shal extend only
to property possessed and obligations existing at the
time the seizure is made. The Authority may request
a police officer to be present during the seizure.
Where the Authority seizes any property as provided
hereinabove, it shall have the right to sell the seized
gods 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 iieizure had been
made is not sufficient to satisfy the claim for which
seizure is made, the Authority may, thereafter 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 may be made under Sub-Article (1) on
property of any person in default with respect to any
unpaid tax 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) days before the day of the seizure.

5) If the Authority makes a finding that the collection of
the tax is in jeopardy, demand for immediate
payment of such tax may be made by the Authority
and, on failure or refusal to pay the tax, collection
thereof by seizure shall be lawful without regard to
the 3O-day period provided in Sub-Article (1) and
the 3O-day provided in Sub-Article (4).

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
shall, on demand of the Authority, exhibit such
books or records to the Authority.


