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minimize the damage that may be caused by attempts to avoid
or evade taxes, stimulate economic growth, and improve the
relationship 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;

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

SECTION ONE
General

1. Short Title
This Proclamation may be cited as the ‘‘Turnover Tax
Proclamation No.308/2002."’
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2. Definitions

1)

2)

3)

4)

5)

6)

7

8)

9)

10)

11)

12)

13)

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 ‘“VAT Proclamation’’});
““Gross Receipts’’ means income, without reduction
of expenses, including the cost of goods sold;
““Taxable Transaction’’ means a supply 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;
““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,;
“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;
“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
busiress in Ethiopia on behalf of the principal;
“Goods’’ means any type of goods or commodity
that has exchange value, utility and brings about
satisfaction, and includes animals;
“‘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;
“Service’’ means work done for others which does
not result in the transfer of goods;
“Tax Authority’’means the Federal Inland
Revenue Authority and the tax authorities of the
Regional States and city administrations;
“Tax’’ means Turnover Tax payable whenever
transaction of sales of goods and services is carried
out;
““Taxpayer’’'means a person obliged to collect and
transfer Turnover Tax to the Tax Authority;
“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

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.

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.

Obligation to Collect and Transfer the Turnover Tax

A person who sells goodsﬁnd services has the obligation
to collect the Turnover Tax from the buyer and transfer
same to the Tax Authority. Hence, the seller is principally
accountable for the payment of the tax.

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;
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,

() 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

(1) the supply of books.

2) The Minister of Finance and Economic Develop-
ment may, by directive, exempt other goods and
services.

(2)
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10.

11.

3) The Minister of Kevenue 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 respensibility 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 Tumover Tax is administered by the Tax
Authority.

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
determining Turnover Tax.

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’’
shall 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;
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;
for Category ‘‘C’’ taxpayers, who are not
required to keep records under Income Tax
Proclamation No. 286/2002, the fiscal year.

(b

(©)

Assessment of the Tax

1) If, after review by the Tax Authority, it appears thata
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 information 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)

5)

6)

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. *
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.
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 submiited 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)

2)

The implementation and enforcement of this

Proclamation shall be the duty of the Tax Authority.

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

13. Seizure of Property to Coliect Tax

1)

Subject to Sub-Article (4) of this Article, if any
person liable to pay any tax imposed by this
Proclamation is in default under 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
exnenses of the seizure} hv seizing anv nronesty






