ECONOMIC

FOCUS

}\.h (in ﬂ'lL h ‘ll ' Bulletin of the Ethiopian Economic Association (EEA)

MAY-JUNE 2002 Suypecial Igsue |
EDITOR-IN-CHIEF THE NEw TAx
PROCLAMATION B

Tassew Woldehanna

GUEST EDITOR

Befekadu Degefe

IN THIS ISSUE !
EDITORIAL BOARD |

Alemayehu Seyoum T omiHLE l

Al M - . S L f
oo Aot - (WAETD (eoh%e AL CAa- PN CTHRE TEI69T ANLALYTS

Getachew Yoseph Ll 1 hHCA INEA AN |
Tenkir Bonger [
* INCOME TAX PROCLAMATION / BY OLIVER PADDISON

EEEEERD

- PUL A RTEP (AE) el soe BT PNL Tl T RESGET
WEB POSTMASTER / hemhl 14

Berhanu . Beyene - UL e RTPE Sl ol et PYOPY vAnFT UG-G
: fhhih Ove ! WL AN
EEEEEN
* INCOME TAX PROCLAMATION: COMMENTS ON FINAL DRAFT /
BY SOLOMON GIZAW

Ethiopian Emm Association
(EEA)

* THE MEW INCOME TAX REFORM: PROVISIONS THAT NEED SECOND
All rights reserved. i THOUGHT BY FPOLICY MAKERS / BY ERMIAS LAKEW

blicat
i adbaivattaumniabell - VALUE ADDED TAX — A DRAFT PROCLAMATION / BY ABDULHAMID

|
!
trieval system or transmitted ‘in BEDRI I

any Torm without a written - . )
mI:slnn from the Ethiopian F;,::- = Pl antia ALl R0 o Amelal oy (TS T m AT

nomic Association.

= WALUE ADDED TAX: LIKELY OUTCOMES OF ITS INTRODUCTION IN
ETHIOPIA / BY HUSSIEN SHIBESHI

P. 0. BOX TELEPHONE ADDIS ABABA i
34282 557458 128077 ETHIOPIA |

E-mail Address: esa@ielecom. net.et




ECONOMIC FOCUS

VOLUME 5 NUMBER 1
MAY-JUNE 2002

THE NEW TAX PROCLAMATION



Economic Focus The Mew Tax Proclamation
O R O ST _
AT T hih

T ——————
av.8

PATERE o0 N4 PA PUVNC APET AYTRLP HYEED AMSETAT (177 CAYY
ALP N4 AL Paad T8 Bmidac::

AV APET €0, 0CT etanls AT NCS AAEhhE 90C G o £ ML
e A o0 NPT o9 L AL POTaih e Ntan®?e Al 2400
ARVd: RSN AT AT 076 AL PAT PHET 20 POL4h IE eo9mpw-9©
Phoods NeBFm AC 500000 (AI°0T eof Gu) hLe (AL QU'% e 47 AL
- ANPRRE N PULMAme e Fo- WG 500,000 (RPN eod [u) e
027 Qpt SCPFT AL ymes

AVY MNET AT W ome 2 TFoe 97 AU BTAN? S hP  TTo?
ANTSLLT PATESTT L0020 oPN PERTIAY A 7e- LamF NPT Gad
Lh04N N PorATA? N"LATS  DAMFALI PRPETS EN'TT  m3he. 4%
Aan 4TS F0EP horP ST Fm- (4T PACTTTS PUIMENLY RCUIGETT havp-( e
AR PhATERE PADTLhO Opao- ¢ @F 2luac WP T CLLNEC D¢ Do e
Wil Mk AWEEe- 0CE ALY AT 0T OHY M PPLTS St T Rhel
APCNT A

WHCHE Advg WIETLPm APFEE hTAPE APmenof FanCI2Pn: ¢l Are
POTANY  0ANT TR PAR PO avabil @™ AhA A0 LATPA AT 04
ATLCIN

Tam? ATH2EAS AL WS M ALLZENF AT “1etbe “Tuinlos
AR LT m NALT AA74 NALLNTFa RZWHS0-9° ARSO A0 392 9°NC (L6
AGTF ANDE. IORLTT Mo GHCHEST o BeT ALandd FALPT hGg P4
YUN2G RGSPCOAN T .

Yol. 5 No. 1 / May-June 2002 Ethiopian Economic Association



Economic Focus
ANy hhTThn

Tax Proclamation

Phir A1 L2 TFo- AL ¢10.27:

———— NN

ErhieT o PANE L m v iq)
FOLES

NFETLR PN A0SR Hongp
My oo A"ARA Po el
Tl AP Arte W hoeg
TEE AL Aaedd g [laogea) T
SO PNIT A hmEagn

iy gy W EP T mb m- S
Pem3 013 P, SATT ATTTRAF
A0 P nLD P emARLe e
ey, anpey e Mt Eah
FOLEE TEAP RedaT hme

ey P F-are TINALPY
Ahgreg e i B By iy
PYLIRG- frovd RPRET B0 AECh
FULTN 1 Amihee evedds AR
P PLRGCHN P R g SF
Yt Pem 3oyl Rt ey
PRESTN PV e am b
bbbt €9L0000 L s A
e Nhafy™ hhoh higsoos
e ¢ Kevnesum At
S T R L o hema]  mey
Ul PLOANA AN mevisy
AR DAL " Lo WES A"
N LmeE T e weviiemT Ko
Ahhy Yt AUy 577
PALEEL Ve RIEATE Ly
U AT RPN T Hmil
WIS EELCT 9C Nheps e
PR B0 ofy s
TS A o ST S o T B T I T T B
PET4. R Py T B
RS LT (IR B
AN NEE maime e gepg
T AL Amka gy
FUes Ly Ahgreg pp
RoFRAN, o ot g o
er I lmieldme 4G AR TTEa,

NEETL M (HEE i i L o Y 8
AN e

FULE- i WFET AT R
At SEPYED et pvyRRee
AL AT WIEmPl eef-FRhA
i PR T me KrPhA

FOLELY o) WIBANT Baohidpon
Bo WHETF BT (1A g AR A

AR i & - b AT 2
APELC abdy "MATYT e
AANEE RANANST  RARRYS e
Hem GBI PASS  (HF4%  om,
PELPAEC RWIRUTT Pl vy ia
Fhdn s

EUZ® PUIC 0T AU P
ATl Tl S ey e o
WISPEGY  PCRFETT nhave
TME r@mBLL WEEFY RTINS
Nhan™le  Po-sp WA eTaee
Aomdef] B8

AT WIRSU R ThIN®  PUL TS
Phn (ST emmddw ppep
ALLBLTOT A Seos oo
Edwdds iy 298w
A4 GoudF  mhr Wt nacd
Prllaar? PRI enPheg oy e

vy ey Frheme]- [ entv e em
WEETE  PURENhE hoeeEete
hemar A8 OV A2 Q4T m

PYITFF WG Pmsls GfasFoF G4
Tl APRCT Necdet WEo4 L

(A AL o £, Lk i [
WO B AR hes @
At PTTHEA b (leodena
We 5 Phdt WthamF o vagp
FART RS enrh TORTS
NF=HE Aoofode g e
T LrE e

tae i 0ot see ye)
oA AT PATET A A

PR BT T S Y L AP P

. hnie habe FURhAA
{(Withhalding Tax on Imporis)
8 .2 Ll et b

[Withhelding Tax on Paymenis)
= A el WEEE
HASLP (Minimum Tas Payvments)

W15

Vel LU A N L TRCSA:
A4 HEPE puyg ap
Lik (1 AT Y T Sl i Y P78
MemARFE Poogif  ANT o9
MPSa #1. C APE Yo
Lo B e B s

1.
nFen--
Tt

AN E Freddes o0 ¢dddon]

“La0BC “Lh0c

L P B T T

N T s PO W
Frs9e

5. PRTLTFY PaLhF9eS Fon o
PhEET  Pha b4 T pcpeag
L=y MELEE W EH-
Pahl BT B uGs Badad

shh Boen

A AR ITTPA PR vy
STAAAGT NG popn ANFREC
A0S WISHST  ROLAT, Pl
Ut oo €49 E Ygrn

Ev o AmFAr  pahh roenmey
POLemd £l i Porhn =709y
T4 K0 et TIvabe

an /(L] P 7 sy o= .
Lib k-3 ALLEF o' 117
PULF@- A Alh PG PUC meftT
e @OF fQeamdini N3EAF o
NtmShd s hfdbmaA P Fian

FAuh “THHe Fovde- (1Pes%m.

PULENO0S. 1L YRAS  hadE
Pem bl AT PR pane
Hem gy [k A TR < 2 oy e -

TR 070G AR G e

(19 i Rk i an g Ay
PAITIN PSm REE (eniple
AL NAfm- hmAal eonph o9ERe

Trsye Meskd P e
APEL XY flaa™ie hivl Shin
AL peemppd (Pl & n-ap

MATEEY P00 el w07 Aso
Goosbds puegl AR PdPm-d 101,
MIE RPE hE8A PR AL T (e i
FAFT Rl ATTEY TTHA Horeeg i
TRCY bk ATAFE U0ST O
HeteT AROAEPPT lomib st 245

ATR ¥k PALGTL Nidhe,
a1 oy “te Fhme 15 ]
Meoif e I ALY P53 Fooas
hibREd WEm ke ol
(oo shgmy, Y.

ALY (hoE  Pok po i
Tk &} i IR YLt
ARG AR paTed hgeper
hed G AYUE ATThAA bl
WP AR PAcEhbhS uiye
AMVF@-  PETA T bate

AT FA RIET “Paniadt e
Mowsfloql PPotn PO, P WP E

TR s e | 3 700 TETATT e rean . aar - N
RCTTPEIT NIE Yl b anne e of = ) PO Qe PABE P hmes
Fa QRN 2 AN (A Phn .'f:[,_.}ﬁ’;,,’m VIR o Tf.‘-‘t- R n;‘.!,.v:g-m- u;f-f.«?'?“
LITTRE rig - . l' el . & + " ] TR eroe i,
"I i“ ‘:_'_?ﬁ”f:’ W T?E'J:I r'::ﬁ;"" 2. PINC WEPT evA¥ PG00 Hﬁi}:"w::.;" ?.'maiju-n e M;‘I'
«:L:i-fi-lr‘rir-mnff'Lm?l:":'f‘ -*‘f"';'] I.i’r'“:‘":' Tr‘il:.:;ty‘: A hen FEdee POrBET L RWIEPT  hewi Ao
Py LG Uy B e | . A A (ITTA |

Vol. 5 No. 1 / MAY-JUNE 2002 Ethiopian Economic Association



Economic Focus
T P
ANt hheTLhh

The New Tax Proclamation

WCTF NoonB e AL PA- 00 TT40 ¢
TC-9° ANLALYTS LT

LT “Leh

-

HCA: 40NN PPN

SR L TR P

1. o2 HLF

a3k AL AT o
i b L ANTTLEEY
TE-T A 1A ET ANLA Lo
g, o 45 £ PN -
hlrhm AT G hho
w-OT T 1"LodLo LY
AT ey b s,
WL PTV o 485 Yot (1AR

hARAS  heenG POLadad
hhae w0 e P 0 hoespe
e av il WEETLTY -
L A TUNE - B 10T R S T T R
P PILEN M-S ANETITTY
it 11 N o S T1 |21 ATl
oowdd PRI wefP IRCTY

RIA el e NAEE" Y
N2 A ap Wicd 2o orae
Pao(idifi4l PAvd- 2ed Pond il
e PenrAT Poan At
RIE RETr  REAMTFm  BAFR
WE om S Tecr aenlidd Atilee
AL m-"F Thede T et -
sananns  alal RBE RTear
M- 81 hIEF faoiand &ch
[ U A o oL L N P T o
heopymdd s N4 PO
PRI P L bl O
FAdPF NATLaa ST BUHE AT
ATINARY™ W™LENAMA T @men, 0

+PEE ATLee  heds Rhdl
Afimme FELM BUEhc

A 159%  Phme B WD T 1
N4 NN &8 ks
ety BAE FAT enPGd

ATrms A B AR PIFAD-
A-FAFR  CET PAEMAm TG
affe Tt A bt Mame S
naye ¢af g AERFF nlo-

avd PG AR LM m-
a20c hEBE -FAfR URIERT
g A o4 B, 2} @)
AAemily  ABEFm-  jmen (il
(=, hhaAg-go RS fiim:
TR Pl g FhELZEED]

A3t PRATo heord N4 @14

Vol. 5 No. 1’/ May-June 2002

A4 A8 Fho P0G
APE FTILRT ALk ey
FULETN T kbl rFyTs ap9e
A AVTET G Pesmhg
G T T | o S (7 o T
Pelbl ananfd NFEF @ anfLcd
+ECY Wig®

Allg- GREC ool dp 40,

TECY Lo Eo Fhh s
hAhm#ag AT 901 (Gross
Domestic  Product-GDP) #7415 £m-

TPCH (Ratio) ALt By o
i PAmsh e h2o fleed-

nag RREIY o L
Faopidpe | P Pt T o o
Gem g e X poY paop ke

pPLbme W13 flewf (12T
Mg NP5 ooryF pmn gy
AF ARCF hPLAOMME L

NPT Y AN PSR
he {1 T, AN TR
HrLANNNa B0 Meed PR hm-
97, ere g e herm gy
ECERY ymen e 9™,
KON R L

(lemamy s 3 iAo bd-3 oo p s

QUGCE ArEAm BlaeThe p AT
i LTIE S 74
AEOEAT? "Thl- AEENT

wCPo PELPTRE L amye
BAFFAs
AT
e  KPE PN 280 LoopHbF

Tmsd RFE PULLaN Ahi
i1

e AFEOPAC 1440 Fendene
L o T PR A s 3 ol (e
VR M T ooy A
el B VL LR L T B L T ¥
Wi PYRRAEm- MR MG
RWIEThGAT  RRESTRhTAC
habs . P hm-
i LW A | L e 11

PELETY  PTLoGENT bt
an i) e P a§9c
Withholding  ma77 PN

AEHEYE vhh esnLEe
HE, ooy 3™ smgvr ymes

B rhadr audipr NWIR Fpam
Al PaNh A4S Pabhh
Al BELF Trhn i) ary,
KiReH "84 ik fTE M-

kol 1s Tl AT
Lt LT B o S o T
T A

2. NAE-TF e2hh
AP TV
A& ALY T

2hh PERLE
hEavdnls Lk

ay YNt eV
AT L

heo 290l FPmen.  wadl 20
TEEN AT P TR
hickd e WIRCLD odar
a3l e £ 51
WEshT T Fm vIT A0S

hethhne YAL5FT Acd R b m-

n-anms kst Y LA T
[ ket 3 P oAl | oy i A ' 1 B 1
Tmts TLE hAmen AR
(T LY A b [ Pt

ASTE L9 ao 390 ROS SHC

flemda)dy, ML EA000A: e
angar L b e oIy T
ENwTAn o L I )
eyl NeedmMme A8
Lo T P T mE
oo gpuee s @YY ol (L
Aoprpen e e T i,
--ne e 3 1150
e gy, o0 7 Termad=y AumeP e
AT o TR P

DEEE ATTE ST BT ANE oy

A MATE  PUSPNA L AR
A1 flemo g, oo AAAm-
Mooyt A 444 O"TELA D TFm
Prede  ompeeh¥ ABRYY P0G
(oo gy e B EL T A gL
WO Lm hiprryse (i 4 i W |
PmEymaae RRLEy sl

lhhi avd g9™ L3R
FANN ACE

e
Hee§E  hT7E 27

Ethiopian Economic Association



Economic Focus
s arm—— e — 1 |
a0y ARheothh

The New Tax Proclamation
Lo ]

S R ——

041c f4hh eeCfF9°  athha
Mg AR "TPAT EmEFhn

ENo-? Fhie?

=GB T (Equitable)

~A#T Fho-t (Efficient)

- A" BEC PAAT (Simplicity)

- hWiEodd Peofithhat
(Flexible)

AT AtE  eocUrTIR sowdid-
FRLT AP BMPHx

Nh16-TF N7 AR PAm ?2¢hO
AC%F hhy  nag  hteephb
hmAAg Pahh oocr®T RIAC
L&ATT  mwlg  PHL T4C
hPE [WPE fPC 17371953/
WAl Geud  nLd ¢4oES
hilLf9® mRy oT Fry *990e
ABLLTNT  Novdfd Rt/
hWTEERES heZ0TnT  PRbTIL
OETHIT Uy hhAm#Fal  gp9e
hd® WhTolre W3ENFh 0

Al AEE RO Fage: Loy
leroLF . hEANT i AE
L (L By e b T

AANTE Herm i3 PEhT R
wmnF TR hedSTF W
Al hmen n+@m=ise v

FAauh AL hFRAT T hLRRT™
PUTLA  mThd U2E AT
PULAT &2 naTthdk achs
Pau 3T T AEET Goud
ne-tE  WFLThaAA  hECIAn
ETim oowltAg §0h u=
n+tare "L FP Fhre
THNEET  PhELRNT PR
24 héR “TAALEET dFLET
+04-T ALECITo 0TLFANT
vl of o hAmELE 4 Fm
Ad TARYT PTLAEATD §Fmn
a0C hE-f PAC Aoohdd Lo
YET PrimBda  Nemify hAvd
nao  ASHT® 03T AIRAL
PULERECTT Sorn NIEHLCT U
hYEE o b 1 o A et
nrnsnt ke Fom o leeg'h
Aed s 1k hihdas-
PhoBadrdh  AC%T 2C  +mTe
aubF o P Nme BrGas

NhmPFAE ocowsde b v
htesphdd Fadhh eoCrPT
AFAC  Neon? hEHF hedT
Pho eef3RF iy nA2 hedno-
HCHE ooldfT BFAAn

fahh  ANPSEST MY Mo
YENT n"TLLPAT Mhwd-
fmThe QAeers ZAPCT Lh77
re BApAn hity  Ahf
gourd P @ e [ AT 8ES

Vol. 5 No. 1 / May-June 2002

ThhaFe? T94c hd2 ABAS
oI oufH  KAerFph AU
n2ht Aodat? AANANS hita
418 hE+T  Femc AfdhTa
PEFT  OTTNhFATS AR PR
hEtE "Tvd jon

hiv aaE  pdevahdd  ehh

NG F2hi At BEC
Ehood T hoowl b Fme ooy, e
FAMT o E o [ oo if 5§ o}
20 ATIFE h9ATT hdw

FTI BCcERTF 0TV Phhvh

dcRF:  PFhh TTHAPS  PEET
hI0d- 1801 E9Uc ahie
$84+m Pi4odxt hhh 1083
Eger TINLE by LA
+RL300  hETL AN PEET
NtAfFgE ooivsie 4T AhLe
Py fems  @A% 07T
LIETs Y (RLRART o3
FEdhn iy R ™
TOEET P FLm LT
hedt T RIR T

hedEd™d 1904 PILPT "LihdC
+xe PR TIARE VOVl
mantyt 4Zhn n"Th-tanc A
B 11 e il |
T AN &/
FREEL AN

3. P2hh “7TRH P
TCEP4-9 LUt

ha2  ATemAhd  APE4Thim
auwd g pdhfty Uk hiEF
G oo e fl&ds Pom e Py
hhm#FaE A7 Ads a9 7Y
YA heLnFnd fhhgey
S I hAlE ALe
Ao T e+ PALR
“TARLPT  MLLLPOTT® TARYT
WIETL4EAmS @T  Ahoofh
AIELT hahi At SRS
mFne- FEINLRT Ay
htemhimd Y FICE §Fon
fanh AT REST MUY WIE
HouG@ edhh WS8R0 AELP
N LMo eedh PHELE Ao
Fahn TGP ToTda AmPFAL
4477 Pahh Urs 2hh
ANt 8es. AR Pihd jon AL
tansert N TOILTT
Pridin LT OPFN TFOTlom
Fam HCUHC 3 dTH 'HJ{I.&“

3.1 f2hh VTS AN FON

TeRL
aowl g Fahh U [ATE ®TC
173/1953/ . At
nI-0c AhdLin o o b

MTHA NPT PACES F5TG
N "T5Lf o@PT hiFdeg
APFHY  nh“é  T9ICE NG
Needfint 49° hd® ATETG

AT5nt AFEHT LT
fhanTE8C HE #Fq hE5N
Fahh TR o n"th-t4

TSETIT PUT LT PoodinG
n"tooph+tm- A @
AHFTE PT84 a4 ¢hh
Ly Loy AN eh Tes™
ALY Joen hitvy it mve
TN VERee Bk, hEYRL
2003 BI°c A4 AR PULo-Am-D
ftan™is hiv T Fhh "ML ATLE
vt PFhifs Shh "ThES o .
Afic Zhh AFELMT FARMEN
2hit TINARTLY OAFFY BINFRT
gugng P BprRhn

3.2, PIC héFF ovpg
#TC (Taxpayers Identification
Number) #0-00 TC74-9°

F2hh hi-2 oopf RTC AHovGE
Zhit AT REC osmShe evwddf-
L3t 40 hefT ABS N"Tod
NATC héf 398  A¥e0F0

PRLENZR awlXPF3 ATV
FoLEAT-BS M- AL
Fampoc e PRAC A0ANIS
AMIAN  AFEILT  FALARY
g o HPPLY FHMET
oA ATTE ST PTLPANTA
Awd-L ym-n

3.3 f&PC Fhh TEI4LT7
{(Presumptive Taxation Project)

PHCT  Zhd 30 TOTLT
N70c  Aodd39® oy hhddd
MACHT el R A%
oo lX Efm- PEIEP T
Fovtoof i3t Pt oodantE
24c Ao FULhea-TF !
Fndnd PEEA aw i i)

FELEPCTT NIERGF hon+5
o T3 OATIE WIFNFARTFo-
oo dE ATTTTT ARITF PURd

(HARD TO - TAX GROUP) -“MIC
h4. n=hh ae d4] {1
b A [ [ Al F e | 40
heFT o oy faom i}
FoLENTd o e o I - P T
FRCT  T4C  PHAFR O hART
{Schemes) £iT WP? hide
oehhd NhI&T? 02424 AR
FAD? P97 G AoA0d

(Standard  Assessment) As=-hbg!
AtS  940C  (Minimum Tax) !
FAC FF PrIPST (Withholding
Tax) . (iR go Ahn

Ethiopian Economic Association




Economic Focus
b S e -
ant Ahheeihh

The New Tax Proclamation

%
"_———_____'_____—_—_

(Presumptive Tax on Import) #3978
&FE8  NFF  (License Fee) AT
focT Zhh A&FF  pAcedenc
P g men

3.4. Ptaale Wit Fhh
héRRT” (Implementation of
Value Added Tax) Fo-n
TegL9

A% AR PADT NKTIE 228
PrLhAA PTIPE i) (Single stage
wy) Tl WAk hEIPZ 2003

Efe /e AR pTio-Ao-
nAfe LB FTLhidnm-
Phavn®is Aft  Fhh (Multiple
Stage  VAT) P2hh  evwdd)
heins. g b i e ]
L T PAC A o Ab oo}l

oS TFo hodTFo ANCIeEET
WIEF o - u

flranms AT Ahh NAPe
iy A K FoLA P oF 2hiy
2htt AL PUINhAA WCE  (Tax
Cascading) h"Pho1%  Aa Fhi-
frLANNNE PELSo-  1904me
+tartte Wil ARt AR (lewyh
1. evwdd hamn [, L1829
PREEANTT o L ILEMYY hTeer
Zhh Eanda hindme  deomopy

ey NIE a0, NIRSTEPIN
BrlonCpn

nfct Y£r  aTs 8 ag
i hdnm 2hi hoeed:/
Aratnet s heRAndno-
2hi Feama L WP T

AFAILOT  Nom, 7°CHT AR
[T SO it O
Uy hirr-=p~ T mERL T
NEande  Pias hi o
Wi Fiihrban g P e
ST e fxhie
e e ] R AT A
fevl L8 P& PO BCH
A1t

Ahe  @hTe

Plaa™s Rt hh TARTL
Py P-Roity Gaedp pRees
AFPLPLT oo AECY (ool
e 04 el AR foeam
Py 2hh ST PELIAE
= £ & Wi et empht o
Shiy MWCEm bl oo’
(Refund) 4274,  OA"LEFNT-9°
Wit 884 o7t Pho- NISU}
AT A Mde B dii ae 3 it
au-- BB PELN@ Foei

Vol. 5 No. 1 / May-June 2002

3.5 PATANT Andoog
Ten¥Ec! Phedd 2nn
heé5g PECIECT e
AELEED NIEHT ¢h0
T IS PAda Soen
T

Y b o v P PAA AT
PLNAl AFPH (N GP  hhTheR
A P, AT 03 Po-nge
0% 15 = AIEmThe:
PAAAS MG ampes P e oL m
flm YEA! Phwdc Aelog
hBLEED WIATLot MIC hes
(L P S T AL T 7 AT R B
hord 4147 (ot WIEheEh

LT (iAo L |
FrLmndnT? 982 0o
e WFE@A PS940y

Pl HHY TE949 Yoen

4. OO0 TEVloor
P /A%¢ hERRT”

-k & T 3 cuc
Atosphbd 00N TETLTT
FECLT  ecY  IC dcE
hdARee A PTLELTNA
Lt kb he? QAo Ll
PHH YETLHTE PAYE RLRRT
PP Adaedhdan

£1. FUS £2hh 700 D
TeI

G CTEY e QAGCH  Gon g
NAE (1A AR f4fm-3 AP P
T 1734053 PUIANAY ASEA
FhE AFETIT E2WFF ACTES
PTINRET 3477 AAm-n

MY £8P <ac  “7hhF

RPEIT hhoh, hEMPL 2003
Efe a7 AR PloeAmed
Pran™s At R (Vaolue

Added)t Ties> shh =190 o7
A 2hi AWFEWLT PRbAEM
2hit APET PANT AT
ATPE PITHE NTTELT  NChS
Lot Fao-? Ahal N ioret
ARAE A FINT @A PdCnbs

RO TE= o N&dh AU}
WPem- -

v, FML PG APE TIRNE
Pirrad  APE 4P 2271993
ANREE 1A AR NFEoi
P Al - ARLER o™ 29T
PHAFR oanl P RHIF-d AR
a. AN, TNC APE YRR P
Folds iy PR a=tann-a

i-Ehih  4c8d haad™  ht@

fTHIN B+ heegpe Py
AThe 2 dtofEY LEF RPES
ONFINE S NATICT AHIE4Au
M 2%+ APF AL fhan
e} pu A PAEGHY QPTG

. e ER frLanphi s F o
L o . Rania Ag
) ol 1 Pl hre Phdo B iy
a0} prh Ahade P AT
5 vdT a4 ndbare et
ndH2% @i hli 79 nE
O S b | B o B T R L T
AOang s (W Y
FoLamph 2 F m- TELTTH
“Tung-1- {Association) =Y

AMETEh TTundhd AhT PEPTF @3
&% AWILOm Oee30H TI0
PP Nddd  APH WEehd
ME A By a4 whh
of FHF 30 + 1904
KWIETLmS Eandan
Mem eg A Leht o he
LT AFoheT YPhe LA e
hA&+ %A oes nfEd gend
Efer QM AR A3Rmep
EELp:

e fA hhoh, hE3®L 2003
Eye e g A" E L Tm-
Pran™s Wit il TINLRTLE
L * AP (NA"FCH S
AT R84+ A" LetvboT
hi Nt foghn he
Lt htoffad 034 Aoas
AU +toheF R (1 &
TAAE FINE PP P em®iys
At 2hin O WRT PT P
Shiv: Lh® ecEo- Pary
h&EN Zhh Aoory  Fhtcr o7
BTN PULA@ PAE A Pho
47 (PLEAT? °hc  nAg
PUNA FaohtTF R AT N2
- Attt L [T
T Nen g™ AdMhi
AR R E S mas 1o
KhOLaLm “F41&£8 hdnm  03xn
nhidsd £24 ana Pl
i Bidy eamFPpud BLT anmp g
o B e hEEANT T
L BT -4 APED TR Ed
foheT e b 2 eh
My hul =1 AvFE oG
hEF Gevd: som i (4T @0%
NIBOLPTE Emiisp
htemphickd  APEF  ntm e
T TEDEe RSN AhOT
FiF< 2hh =hhfd 4% Ac
dhtt APEFD  L¢F 0o ES
AL PN ALPF! PUATE ATET
TTALRTLF  EINTS owondPEy
TTHAE® svg hosoe- PTLEMC
Eirgas

Ethiopian Economic Association




Economic Focus
aMr RbhToihin

The Mew Tax Proclamation
—— e ———|

—%
-_— - T S=—————_——

5.2, P2hh hé-2 aopp
#TC (Taxpayers Identification
Number) 301 TEDL9°

PAnh hd B eopAf dTC 300
TEge-9° it 1 [ om A @y
aewdd  hmhe MCHC  Fahn
ATLNTTF b9 To-tCc AT
WIEhT oY N7 49 e L1 ™
AoOIT ROTAN A8 MRS
@ T RAIRAPTF PUIELT GATY
Ao

e hi h4.8 an ) HwPC
TP err AZhh AbRSEC
gl anghy PRS- e p
Thdr & fpefet NiEhS i
¢4 Eamsind & L1 [ Y
MLUFT heo 3P0 phont nEd-
oo g1 A LT frem par g
Naxd?  hittde- 2CPEF o0
AP FACT PING (L
Lo ni-nFee PIEAT

MArdard PP BEE NAYCA
1993 T EYEA: fahh h+ge
T RS o o ol 1) TR | Pt il
LAEST eTLhG@mF (LT (TAs
Ll fANET SHERT (LhT
PR  (System  Development)
A hS oS Mood mb ™
sk BA%#2F  (Phases) $hnd:
FreT i hhi fnaa
TeEpeY  adbc  pouddTi
A fandme  AhAan@T  (Pilot
Sites ) "TATY*  NdeBéh  RIC
@ T ML AAAAMTEE OhEN
A SBT3 OLCET NTHAT
EhToTh! hi g TeFEhd:
aic  hda: g22% ALE
Bl g e MhmPag PTeEhd:T
g e S esha kg

BIA e L W | Gt g
1L FATALTY Aht e EC
AOTCR Tarrdae AH.o-
+on; +ET A hitEfoom
(FE73 20 ONIEYT  (lovs2 et
HE BT e [ il N Pl
PYeERET RWHPNA0 PO heoT
P Cm- L e @5 (87

FreEnd: FmdTl Wy e
Fa-m g deaTiA

ATCEh+: 4 I0L hhda
i PhToedCs pebaE
R o T b T e T ol s W o
@ T masck Nem-pgo e AR
BFEas AASLo-9® nFCn +73
PrLmd BPTA FrecEnd
ma, PRLAL e heo s nEp
flao i, 9T fET™ b ¢Phdd Lo
nE’ i il e
A N 0 T | B S A o o

Vol. 5 No. 1 / May-June 2002

hited 28RF 24 NT18ovg
tTm e NEFT +meEd +L¥San

4.3. PRCT Zh (Presumptive
Taxation) F0-0 TE9£9

FRLT Fhh N T
PRYNEE C hdPRT PG
Ahddd 2097 Atodr Goodd
necT Frott WNIAFF 01778247
FeIC har bk b ol U | [
ATTNETE T HC PRIEhEGAT 3T
NI renf: om 2" Py PIAC
Afnan A ARG
ATTHEFA FTafR HE P}
Paolic T SAT hAm-o

fRCT  Fhh PHAFRE AART

{Schems) NiEht fthoophd
LrE  atag  e=mfn% FhCT
Fhivy {Standard Assessment)
TMEE ATIECT OATASE

FIE HCET LB 04008 %

TIRT NA7E HEET AT NRLE
mgen Ao Geedb ol AR
L RCT £ ha-F
aem} PllLdIHn

[ e 21 e TP o
oot g PO fOT TAIC
F29° 1 IIC AmAN?  (Estimated
Assessment) FhiF Fhf hhP0
1998 E9°C (1A¢ AR WRRLoeA
POYNLRTLF  Aivk  THaFLAx
+FEF LA WIEmAINLF £1003
NE+ Gend foo3 1992 AL
am g g G [lerer-fe L )
“ht+hh? Fhiend P40c FoeoSm-
aowdd Pam TYPEF aovh
TFELT FANT evfh (i ooinrh
ASN AT Phéd | '
"Toha Pk Wl PTLORT
Tt Poe A"The  (Consultant )
e AYTHES HIE+ dmSEhn

LheF PROT TC AATTR
Ntooph+o AP E fPC
297/1003 L P NIEU

frhELT ARt W -

v, e T hdhdR 1440
IACT  OAeeddh (withholding on
payments) h41C 10,000 AL Pos
Tip=pg heic 100 e
PRI RPChT 5 Neod
L TAC AL hEF WP ARem
ERAn

fi. U7 A oot
WIAEH FILIEE b [ “TF
hiESd Poin £CB4T ndeoie
paog  glies WIPAFLAToF
2 Meof- W han- TECY

¥ 0T m- {lem-=- hE
htengdons =1} i P
PELNNT o aoif. L.&277

toeqli PULELT  AWET G
(Minimum Tax )*

A, FTIE Yh nwR P
4#2F  (Impors) AR P Lhid 5
Nero-f-

PETLE PIIL TLE M hEP
{(Withholding Tax) ! AA@ 0A¢-
AL PPN HE STFomxu

4.4 P1anTié WA Zhb
KhLART® (Implementation of
Value Added Tax) 7?0
T4

fta s At Fhh TeEnt
U 0T TS FAFY RN
v o ATINETS 2hin
AT Lo PoLLTZm-F  ooigl
foodih WIEHU-TT  fUC @O
ety toRELYr  Peemueecs
AWV CTY  PoInLAd 2T g4y
FPH Yo

Fhtr i AL PTLa-Ac- hohh.

h¥Ps 2003 B9°r (o3t
[ L P e ik 45T
P OT o Phhgeg
AR APT (00 hdeE)e

P TLMTF (Threshold) ANFEp-7
TELRTL FTIMNYm-Y PoRh 9ROy
(Tax Rate) oomiF PHLAIAD
MLy emeedd pAhe  PLR7THT-
Nteddm APFE h4dic 500 A
nag (Fs G am i
i ol e Tl o WrEPLA AP
AR 15 flevf  Sha PARTT
NIETLUS +ELY hdp
nsddE NFE AR hTTohAS
hidui L HETLTIR AhAd
WIELOT WITER vndtad A
AT PrLeephdTo- Whad oo
+E£II  @-RPF hREAl
Am-AET ATLENTCT Che 0T
$cn @881 hhELI0F A
AFohfT Fhe LT FAAGAR

Ph@m s AbT 2hh PTIPe
ARty “FhdT nArd AR PTLm-A
Lr3s (w1 a3 a0y 0o
heFh APE @07 Opechtd 4
A&N AR Jon ooy 9o
773  oomp WISAONT oo}
L MNm 5 e TV PaoheT
*He TS PLRBLTF hc 0T
N2g doflfto N4Béb ELE
aodld, PANT ooty hefSAs
Mee@m AR9° PoEF ATH HOUC
EWPF  ndtoheF The 0l

Ethiopian Economic Association




Economic Focus
a0 byt hn

The New Tax Proclamation

\

e =
Emil e

nrc WNiIBTLAE

P anT?s Wikt Ry Al AR
ATTEA EERTLE AWALAL P me

LO-F9°  (System): WU Tom-l O
PANTTE REEE e awg e
faan-d- (LT ey AFSL
P TN ECET TG
70004 EA  PATm  oor
Aoy AT EA150.
ity Pl AEd.neT
G4 AT o Py
TART A EMEr) audmd

ThEE AIEFN redd hes
(Bid Document) AP-Fu2E o
ArEAmSrd o pPemgE
HE PPLIAE BrThn

RN ATIRESEC AR B pT
ol T B Pl ] P T T
hhAreE RELAEED R
(LT o T A e S o O MRS B &
ARG A 7 A b P

i L P A S T B Y-
ML emyGy9 P T oo by
auiPier  hae oyl BeAE
Al DATF g T an T

MMy RFS.mhs A TR
i T L | PO (B L S S T 5
i i P T o R

AULIT (PEIT Phb A anwd
e [ P2 F e T

5.5. PRTALTFE eiLhtye
TEALEC WG9 Pha 5
b K Tl T e SLAa o T e TN
[ W i T 1 1 I O i 0

L LT T O i A o T4 T Y 1 1y 0 3
ANNNT Fotst 90C AhHSEC
Milee i PN heeds A~A0%0
RS A, RIS AN A
L= Femf a1 TP
FOTNIET e AR s P
ke BT E pF a L
b o 3T Emu
M@ Ted™ NG UERE3F oy

A AL hhdy
Proephhdl Aeer ARTITAR
fhASEL0 Ahif e AAmRaRge
[Tt 1T S OGRS e
Tl AL T FELENTR
Forues Powr iy P10

PR P B0 Ao

cagtt ARy PaL BN AT o
L ONATATE P Tae em) et
W% P4 heed  Raae
PRCFa BT RIRELE
FECAA T f9VTm KLt ¢4
he-B e A% k&N AN

Vol. 5 No. | [/ May-June 2002

PCIRGE L LT A

=P nP et Pkt ot i
EBLRTF @ vmnd PEYN AEF!
PUL ANNAA WIEILYT PRES-
"TEPAT AHIE o Al AR
ATTPH PN 0C OPE. oof g
hemnd L7 A

NILPF® A4 B0 T eam PREDN
AN FCFesG3 s PGPS 9qu;
het T2 L Awd nemsbT
PUIHNE Pl RLARTS AL
h&cEHde aoPPcy™ oy Whm-
YEA  REAEED  RIRC AT
I O SO o -0 E L S AP
oo FE MM FFp AL g9 pe

e T he-BF ST
T LA SNV i TRV B o Tl
M PTLmAE el P

TETEIT  mlr regsye Re
Fom o NG eelY TG
Nl P S (1t (R e
WIETLEIR S Bmilrac hnh
KEF AP %e Pare Pohiiz T

THAE M PLELAAT PRAA
a3t g4 AN, Ahadk
e F B AL EPHT s

009" 26 Fooddlh meg g
TR [ L T Sl (R T B
APl fim £ A

5. f2hh 2IRA2e
TEDELI? RELEEA

L T R X W iy Tt N S o 2
T AT PTLPRT e FA
it Fame AR O PYLo
hE-PF PUIE m0P Ofeo P
kAt L hrh Fahnh
ATNEETE 824 fay, et
R e Tl Fmeyk bk
AT MR NRG 0T 0T

ALYl PTema AN Yh
PR Witem Lam 2 -
FULEAT e an L

elmmal P4 UEA (Tax Retorm
Task Force) Wogd ko9 Eoope
2 WA Ll Ty
T oo AmAaf WLRRITT Fy
MME4S 225 o4% AATITTFEm-

oL b ALy
e A 1Rt o 0 Nhige b L
8 U SR 2 7 S L T (e 7
heihg™ Fagetasn

Amang o "§ e g fi.hn
TPHNE VEPom heomoe WA
e RIACC i 0 - L
Fdo Bdai hG a1 P 11,

QA AT P aviLd (IR

PTLENT Ahod PTRFen T
TFEEaT OFAL ALEdn ATC
@O ML AT g TR
hivdm-  fendids ATLA  Aciin
wdPEY PR RBN FLovmm

N A AL b B T A
T ECTHMT NDELAET Ahd4a1
Fur o J e LM hIRTLTY
BEmnsd s

6. PIoImov- FeTq
Pongi- pAqn

6.1. FICT

< 1T TS T R W P S TP
mavd ATTmSeR  achdl PA
F90T ALITesl NFES T p
Erjom e fomepe i PO
POET:  Povd® ATt aan
i1 e PATTYF e e s
Pl oiFF e PAeT0E Awdody
N AAmT emfimd PheeiFpa
FeEEhdy i1 #HATF e Lk
FhermTedt QRLERTT 4e)
fovidd WG feodfpcl AF2Tos
Efahs Rl T cLpg
AT G Fm (Af@3-k hFpld
B ot

b T R e S T A Y e S
T PULTEemdm T P
427 el P ey PAhn
NAMLar  wiabT Anl PATD
Al Pevppme A e

AT WD kR AR IS
TV LT AR L
T eolihiA (AR RYIC
WP F eopg ePr 2C ndeen

[ 5 AP 7 0 (1 2 m- i
A E.md {1em i+ hiion Fang. g
nEans Q3P0 QT P Lo

THRAT » T PTLTT N FAoe
Pl DEA RATC P me T
et Ahh "IAHE VS
nést  FToERET  nbasge
ARCT  FhNT AtaTiE AT
SN A Al s 4APP
BaW (LA™ Ty A e
REPAF LT haed  ANAE Aha
P UL AT A a2 oy
e FTF LA L an B
NHeTnsg ool ATY AhooFp.
0 FaAy  FRAT RE A
Wby Fed ehantis Fhn
oo P g heepe BT O

PAFm  vUG @0TS o
RbNTERT b e B LT
AR ENY MATETE PII8
U204 AAT TG g

HWHEP P20 "TANE 7o ooy

Ethiopian Economic Association




Economic Focus
[— = ———=__—— _~"
A0y RhTeThh

The New Tax Proclamation
=" —————%

%
—_—_—_—_—_—_—_—_—__

NATNF  FhoolBl KHTTLF
B AT

6.2 Poo@dg
ACT°EPF

P LT TUC AT

LT H +ha2 eyt Lho
Bl e fhemn U2
aufim EmBEFan EATL
N+Mesrt  +mThe  aohye
£AQT REE BUrShs

e24n0 heeF  oepf dTCT
TMET ATELT  hrbd4:3

Fo(lo ha3f neehide AL
Fiv Pl Rk TRnagT
ATTL2 TP ML F N AR
Counierpart e EY =~
ULTA RTINS LhewE
hLHT  Poleavd§ P T L-av
TmFEL hwre ovprsf 0T
pto-mm (83 deencdas
fihddor  POpos-F RTET
TC A PFLET hAIC o7
(e F - - PAT m-
Qfoo- ¢ 2T f4Tih Lovm
Newhidd  “7OA00 AP+227
e ho-=* v1IC YT
N4ne hho? Nt QueF3
(T T S T T A2 S W T o2
Prite.  BRAASFT  Aleopd
Mol mFA WL AJRC
MPTEYl WIAAD- ST A

P d® WrdTd tboophbee
AN NCTLE n"Thie  HOHC
ol By Ao (1100 1
PRLmAL (leePy Nf aolBPT
LY from pup g A
oy Eao il N m eyt
w0 - foiotan-t e
aoan FFd lovfl AL Soes

AT4IC hdg PRTANP TE9Lem
et ATTOAR BEA e

W e LA ac
pltEeedm  @L8T  OFTAPP
ooy S o b L |

e T AT EFALAC
8 TPmanr

hily fAL audenc a“teeahd
NifFamPhdlo- PUAOC 0 VT
"7 &N  (Overhauling of the Tax
System) AT fhh ANFEE4T
N°1%fAA  (Reforming the Tax
Administration) 47 AE
Fithéo £ 2hi TG

TETLT o392 heEdT
ThdT ATF N"TNLRT® A9
T TV Wyl o
TEET AR AP Tl
f2nh ~c9d: nuidd Aheey
AL FAm WIRF'F (Role) AS
Il b Pl o L. n74£2
LIS ¢METEF  FAm AT
neyy=m-- POANYY h&+F
PHESIR TIC NTFhd 21E
hAT TLG Peygdpn

ALY AATY LRI aowl g
UL 940 Uk PAATT AdE
APPETFF AhET P00 040
el P LT TC WILhLA
FrTNNE S n4 Pl -]
WNIRS&TFo  +2ch oo B
FANT ooy POt qiLe
oo} lE hPCR LEP RATE
Aoy PO A

hiw 2C +FEEF" X% Ll
nA4- AL Pam-  7IC 9%
AT &F PANT® AT
fThHiN 2cE+  khad NICT
(182 ¢"ivrsT) Nt @™ Add

Zhh {(Value  Added  Tax)
fiiho ) o 2R
LBt hmdap AT
AT L eFT +htie
TP0LP PULELT fLr}
nahfe  Tnadt A8 ehhda
Zhin hew g £ m- -
h=L A finm- hh f 3
tevqfi PTLEST flamif . g
>R R0 AL PTIAhLA
ek fho78ae g
Pom, PCRTT o AMIC
o-0F  INE Piloh AT
FCEF FoRELT EmICLAn
s 11 Hoo G P (lam g
RHIOVTa 3 fovdqy A8
Pef BCH BTE7hn By
AF  hLPE  n2hh TIEAE
T f-o0- ¢ hddat FEO

T4 F adae vanh hée-g
auf\ ¢ T (Taxpayers
Identification Number) 7048
oo PhnAT o3 PAC hi-g
#TC Nod 218 h"LEL 1D
£ 1t@m s AT rhb
MTETTT el Yo-n

hivy®  AA PRCT Fhd
ACST g AR KNIRah
M°7£:£7 04-Af% Pwithholding
HEPTF  P941C h4eD  Prve
AFEONFON Qesh2 A 4

T4 TFihd s L R
N L05 o PRCT Fhh HE
(Standard Assessment) ANHE @

He+T 20c hde nntsaE
e AGTHREC omFd HF
FECT FLFA Qoofs hahh

ANtTEL4L "TAAS T
AT e F74C AL
Hou P PECATA? (i [
4T h&tT ANt PRA

ANFETLERCT Pm0Fdn

FAhn “TAAF Tre7iom neNtE
nahh ot i L Ly Al B L4
o e, - Am-F oL aum
e F3Rg®  P9400C  h4-239 Y
P70 anhnm-3 Ahd
heephhd  hevwdh  Poodpo
e e FhsT AR
AFAHhSoF ATTOEA PoAIC
h4fF Fucts Fheasse
NIETLENWEY 4 ECY FeCBAn
hiLy  ARFP hé.BdbS hhaa
UL AN hF T 20 ndaee

hm-£ PEFFT AIEL-
h#7% undt+han 2¢ dnan
L ] MAmFAL fahh
TET o FPATE s
N2 EqaFo- i TGS
Fraa®is At 2hh  ag
Frasy o o T E2Ch hoo g 20
TR THL O YM0TF nldd
APEE  RIRhtt 4EC3AE
WILLU-T hWhAFRE TCLATA
b 1T PR iy hxhs1h
TR Pl o 11 PG o o
AEANNTE B &

PILY  98%1 Wi Ghad
el S Pl b Lo 4T
At RECT Foofe] e
VLA 1+ ht+g - B BT
gt Y 2 S 110t

PTLATNT  oodE WPEen FY
P24 WNiphdh HESEAs

nNhmFaeo £ hh TNHE
ToPdbae LNFF 177 T
e & FOTP
i - B2 F Y PoThLAT
AT WIRGTLTI N1 47 418
h&4+% 2ch PAc- (oo
AtTé0 OFAL PN HOE:

PI U4 hEa nNAm2aeye
et AN AANNC odTrr
ETLPAN W

Ethiopian Economic Association

Vol. 5 No. 1 / May-June 2002



Economic Focus
ant AhTrhh

BY OLIVER PADDISON
ESPD, UNECA

L Key elements or provisions

IL Fotential effects on economic efficiency

Ml Equity implications

IV, Simplification of tax administration

V. Implications on process of fiscal decen-
tralization

Definitions:
Resident (Article 4):
I more than 183 dayslyear in ET
Il has a permanent home in ET
Il is a citizen of ET and an official
posted abroad.

Residents of ET with respect to worldwide income
(Article 3.1)

Non-residents of ET with respect to ET source in-
come {Article 3.2)

Four schedules in Proclamation:

I Schedule A:
income from employment
L. Schedule B:
income from rental buildings
1. Schedule C:
income from business
Iv. Schedule D:
miscellaneous (e.g. royalties, lotteries,
services rendered outside ET, dividends, inter-
est, non-business capital gains, casual rental of

property)

Schedufe A: income from employmant

Table 1 - Underlying Taxschedule (income p.a.)

From Birr To Birr Tax:
0 1,800 axampt
1,801 11,400 10% on excess over 1,800
{1,452} (7,200) {10%)
11,401 28,800 15% on axcess over 11,400
{7,201) (14,4009 {15%)
28,801 54,000 25% on excess over 28,800
{14,401) (24,000)  (20%)
54,001 35% on excess over 54,000
(24,001} (36,000) (30%)
(36,001} (80%,)

Exemptions;

L if peried of residence in Ethiopia does not
exceed 30 days in any 12 months.

Il pensions and retirement benefits etc.

Also: Article 6 - Foreign tax credit aliows reducing
income tax payable in ET on foreign source income
by amount of foreign tax payable on such income.

Schedule EI‘ income from rental building

For rented houses:
. On income of bodies: 20% of taxable in-

come,
IV, For persons: Table 1
Current scheme

From Birr To Birr Tax

0 1,200 exempt
1.201 6,000 10%
6,001 12,600 15%
12,501 21,500 21%
21,601 33,500 28%
33,501 50,000 36%
50,001 45%

However: Article 15.c:ii:

I if no books are maintained: gross income
reduced by 1/5 to allow for repairs, maintenance,
depreciation of furniture, buildings and equip-
ment.

1 books are maintained: only incurred ex-
penses.

Schedule C: income from business

1L Taxable income from business taxable
at 30%.

. Taxable business income of other (7) en-
trepreneurs: Table 1

Non-deductible expenses:

V. voluntary pension contributions

Wi, cost of acquisition, improvement, renewal
Vil. entertainment expenses

Vil representation expenses

Ethiopian Economic Association

Vaol. 5 No. 1 f May-June 2002



Economic Focus
&% RbhTeinn

The New Tax Proclamation
e e ——

“

Depreciation:

Acquisition of construction
cost, cost of improvement,

renewal ate, of bulldings 5%
IT, software stc; 25% 25%
All other business assets 20%

All as of book value as recorded in apening balance
of tax sheet of the period|

Losses carried forward for 5 tax periods.

Exempt:

I Awards for adopted or suggested innova-
tions and cost saving measures as public
awards

1L Federal, regional and local governments as
National Bank of Ethiopia,

Category A & B taxpayers make Schedule C
declaration:

Minimum tax on schedule € income equal to 2% of
turnover if regular tax is lower than 2% and account-
ant does not certify this.

Schedule D: royaltios, services rendered outside ET,
lotteries, dividends, interest,
non-business capital gains, casual rental of property.

Royalties 5%
Fayments for technical serv- 18%
ices rendered outside Ethio-

pia
Lotteries 10%
Dividends 10%

Income rental of property, if 15%
not related to business activ-

ity
Interest income on deposits 5%
Gains on property held for 20%

investmeant (i.e. not business
or personal use)

Article 42: [ Agreements with other gov-
ernments for avoidance of
double taxation may take
place.

Caollecticn of tax on imports:
amount collected on impert
of goods: 5% of sum of cost,
insurance and freight
Interest on tax owed after
due date: 125% of simplo
interest rate of inter bank
rate of NBE.

Article 52.2

Article 74.2:

Fines:

Late of Non-filing:
I 1000 Birr for first 30 days the declaration
remains unfilled
il 2000 Birr for next 30 days.

1. 1500 Birr for each 30 days thersafter
Understatement:
V. penalty of 10% of understatement, un-
less:
V. understatement exceeds small of either
25% of tax required to be shown of 20000
Birr.
Late payment:
Wi 5% of unpaid tax on first day after due
date passed
Wil 2 % of amount for each first day of
month thereafter

Offences:
Tax payer identification number (TIN) violations:

Vil 5,000 for each additional TIN abtained.
Unless obtained intentionally: 10,000-20,000
Birr per TIN, 1 year imprisonment per TIN.

Tax Evasion:

1X. minumum of § years prison.
False/misleading statements:
if without ‘reasonable excuse’;

X underpayment is less than 1,000 Birr;
fine of #0,000-20,000 Birr, imprisonment be-
tween 3 months and 1 year

Xl underpayment more than 1,000 Birr:
minimum 20,000 Birr fine (max: 100,000 Birr},
imprisonment 1-3 years,

If intentionally:

Xl underpayment is less than 1,000 Birr:
fine of 50,000-100,000 Birr, imprisonment be-
tween 1-2 years

X, underpayment more than 1,000 Birr:
minimum 75,000 Birr fine {max: 200,000 Birr),
imprisonment 6-10 years.

Tax authorities commits offence:

min. 50,000 Birr fine, 10-20 year sentencing.

Unauthorized collection:

min. 50,000 Birr fine, 1-6 year sentencing
Example of Income and Tax Rates

Wage Income
Incoma Actual tax rafe
11,400 B (1735)
28 800 12% (205}
54,000 T8% (29%)
60,000 0% (30%)
0,000 2% (22%)
L 100,000 26% {34%)
Rental Income
Renl Current  Private Commaearcial
1,200 0 180 240
6,000 480 a0d 1,200
12,500 1,455 1,875 2,500
21,500 3,345 3,225 4,300
33,500 6,705 5,025 6,700
50,000 12,645 7,500 10,000
50,000 17,145 9.000 12,000
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INCOME TAX PROCLAMATION:
COMMENTS ON FINAL DRAFT

Solomon Gizaw

Chairman of the Board of Ethiopian Professional Association of
Accountants and Auditors

1.0. INTRODUCTION

The Income Tax Proclamation Final Draft dated 9
January 2002 (hereinafter called the Proclamation)
is a proposed amendment of the Income Tax Proc-
lamatian MNa 173/ 1961 which is still in operation.
The draft Preclamation is divided inte two chapters.
Chapter one deals with Substantial Provisions and
Chapler Two deals with Procedural Provisions. The
FProclamation has 115 Articles in both chapters.

The aim of this paper is to comment on Provisions
of the Froclamation that are incomplete, ambigu-
ous or difficult to implement , The Ethiopian Pro-
fessional Association of Accountants and Auditors
has commented on the Proclamation and submitted
its comments to the Ministry of Revenue, The
comments here under, however; shall not be con-
sidered as the views of the Association nor the
Board even if some of the comments submitted by
the Board of Ethiopian Professional Association of
Accountants and Auditors are alse discussed
hereunder.

2.0. SCOPE

The Paper discusses the following key Provisions:
(a) Substantive Provisions:

Article 3 Scope of Application
Article 5 : Source of iIncome

Articke 11 Determination of Employ
ment Income

Article 12 Exemptions

Article 17 Taxable Business Incomea

Articie 18 Tax Rate

Article 19 Deductibility of Expenses

Article 22 Depreciation

Article 24 Bad Debts

Article 26 Participation Exemption

Article 27 Loss Carry Forward
Article 30 : Minimum Tax on Schedule C
Income of Category A and B
Tax Payers
Arlcle 37 ¢ Gain on Transfer of Certain In
vastment Property

(b} Procedural Provisions

Article 50 . Public Auditors
Article 66 : Declaration and Assessment
of Schedule B and C Income

The above outlined key provisions are basically
evaluated against the following criteria:

{1) Completeness of the technical provisions in
light of similar provisions of other countries who
have successfully implemented the provisions,

2) Clarity and practical simplicity of the pro-
visions for implemantation with full consideration
of the Ethiopian environment,

3.0. KEY PROVISIONS
Article 3. Scope of Application

The scope in the draft proclamation is wider than
that ef the Scope of of the Income Tax Proclama-
tion Mo of 17311961 which only tax income earned
in Ethiopia, This is appreciated as the new Procla-
mation expands the tax base to increase taxahble
revenue.

It is true that income tax may be charged on the
principles of residence as cpposed to citizenship
even if the definition of residence may vary in gach
country. Taxing residents on their world wide in-
come is consistent with income tax legislation of
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most countries. However, the critical question to be
answered here is our capacity to make it practical:

(i) In terms of getting information as to world wide
income of most residents.

{ii) In terms of our commitment in encouraging in-
ward investment in the country .

Article 5: Source of Income

The lists of income under this article do not include
business or tracing income which is the major
sources of income as defined in Article 2(5) of the
proclamation.

Article 11: Determination of Employment
Income

Taxing benefits in kind as part of employment in-
gome js a normal practice applied in most coun-
tries. Although our Income Tax Proclamation No
173 /1961 has provisions for taxing benefits in
kind, the actual tax practices have been focusing
on only taxing cash emoluments.

The Provisions in the proclamation are incom-
plete in the following aspects

1. The category of benefits are not specifically de-
fined nor a provision is made to allow a regulation
to define benefits. From the experience of other
countries, we learn that each benefit together with
its method of valuation is clearly defined to avoid
compliance problems. For example the most no-
table benefit in kind easy to tax is provision of ac-
commodation . However provision of accommuoda-
tion to employees is not considered in the
Proclamation as benefits in kind.

2. There is also ambiguity in the car benefit scheme

(i) The provision states  that car benefit is
determined on the number of days used for private
purposes and travel between home and place of
work is considered as a business travel, However,
fram experience of most countries: a car benefit
percentage is based on mileage driven not on the
number of days. In addition travel between home
and specific place of work is considered as a pri-
vate travel for which the-employee is paying.

(i) The percentage for determining the car benefit
is very negligible and may not warrant the efforts
of enforcing the provision. For example on the
basis of information available in the Proclamation,
a person who is glven a new car costing Birr

Vol. 5 No. 1 / May-June 2002

300,000 will be charged a maximum tax of Birr
6.39 per month for 365 days private use, Therefore,
to have a practical value, the percentage stated in
the proclamation need to be increased and the
valuation of benefits should base on mileage
driven not on the number of days for private use.

{iii} The Proclamation does not include a henefit in
kind charge for car fuel. From experience of other
countries, in addition to benefits in kind charge on
provision of car, employees are also taxed on the
use of car fuel. The benefits charge for car fuel is
narmally based on the engine capacity of a car,

(iv} To implement the scheme, each organization
should have a database of cost of cars when new.
Since mast of us are using 2™ hand cars | deter-
mining the cost of a car when new is going tc be a
challenge,

(3) Article 11{e) is guite general in that employees
are taxed oM reimbursement of expenses. Unless
the type and conditions of reimbursement are
specified, this provision will be difficult for imple-
mentation, For example employees in a field work
might use their own personal funds for the bene-
fitz of the emplaoyer for reimbursement later. Is this
reimbursement to be taxed as benefits In kind?

|4) The Provision does not address how other
lump sum payments like severance pay and com-
pensation payments which are provided in Ethio-
pian Labour Proclamation No. 42/1933. are taxed
upon termination of employment In my under-
standing as these lump sum payments constitute
payments for more than one year services, the
method of taxing such benefits should be different
from that of @ monthly income.

Article 12: Exemptions

Regarding the exemptions provisions | would like
to comment on the following:

{1} Article 12{a) Provision seems to contradict the
Provision of Residence in Article 4(2). As per articie
4(2) one of the conditions for defining residenco is
the number of days stay in Ethiopia in a twelve
month period. A persen is impliedly non resident if
he stays less than 183 days and should not be
taxed on his income received from employment
abroad. Therefore, inclusion of 30 days require-
ment is not appropriate,

(2) The Income Tax Regulation No 2581962 has
Provisions for exemption of Transport Allowances,
Although the Regulation does not specify a figure,
in practice a transport allowance Birr 300 per
month or Birr 3,600 per annum has been accepted
as exempt by Revenue Authorities. This current

Ethiopian Economic Association




Economic Focus
e P SR e e o ) e |
a0 Rhvethh

The New Tax Proclamation

\

Provisions under Article 12, nor taken into account
in exempt band under Article 10.

Article 17: Taxable Business Income
My comments under this Article are as follows:

(1} As a balance sheet does not show business
income of a period, the phrase should be replaced
with a Profit and Loss Account or Statement of In-
come and Expenses.

{2} It is true that the base in determining taxable
income is the profit and loss account drawn in ac-
cordance with Accounting Standards and practices
of a country. The Proclamation is also forward
locking by requiring Generally Accepted Account-
ing Standards as a base for determining taxable
income. For the time being however, Ethiopia does
not have a codified Generally Accepted Accounting
Principles or Practices and has not yet developed
its own Accounting Standards or accepted Interna-
tional Accounting Standards as its national Ac-
counting Standards. The Accounting Practices in
the country varies from one economic sector to the
other and within a particular sector, Though devel-
opment of own standards will be very expensive
and time consuming acceptance of International
Accounting Standards is a must because of Gov-
ernment's other agenda like establishment of a
stock market, the worlds move towards using
common standards and in the interest of foreign
subsidiaries and branches working in Ethiopia.

Therefore, until we develop or adopt Accounting
Standards; the only option available to our tax
authorities at the moment is to accept business
income drawn in accordance with common ac-
counting practices prevailing in each business or-
ganization.

Article 18: Tax Rate

This Article sets tax rates applicable for taxing
bueginess Income of incorporated’ and unincorpo
rated business. Although the flat tax rate of 30% to
large incorporated businesses which have a better
access to capital for financing their activities is
acceptable | the rate is still high for small compa-
nies who have no or litlle access to raise capital.
Because of limited access to raise capital the only
growth option available for small companies Is
organic, i.e., by investing the after tax profit. From
experience of other countries, small companies
have a lower rate below 25%.

Article 19: Deductible Expenses

This Article does not have provision for deductibil-
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ity of pre-operation expenses. Most business or-
ganizations incur costs before commencement of
actual operations, The provisions stated that ex-
penses are deductible only if they are necessarily
incurred in securing or maintaining the business
income. On the other hand , pre- trading expendi-
ture are expenses necessarily incurred in making
viable the business itself. Although all new com-
panies will be affected depending on the period
before commencement of aperation, the effect will
be very significant for mining and other oil explor-
ing companies unless such companies are made
outside the scope of this Proclamation,

From experience of other countries, for example in
the U.K. pre-trading expenditure incurred seven
years before commencement of operation are con-
sidered as if the expenses were incurred on the
first day of operation and are allowable as part of
operating expenses. The same is also applied for
capital assets acquired before commencement of
operation, .

Article 22: Depreciation

My comment regarding allowable depreciation is as
follows:

(1} The Provisions overcome the existing restric-
tions in the category of fixed assets and allowable
depreciation. This is most welceme and deserves
appreciation. However, the Article has two basic
components: depreciation and capital allowances.
From experience of other countries, either depre.
ciation or capital allowance is allowable for tax
purposes, For example in the UK. capital allow-
ances are allowable for tax purposes even if com-
panies depreciate fixed assets at the rates of their
choice. In other countries, rates allowable by the
Inland Revenues are selected and applied without
further adjustment for tax purposes. Using the rate
allowable by the tax authorities has the advantage
in that companies keep only one set of fixed asset
records.

{2} Although capital allowances method is accept-
able for tax purposes, it may not be applicable for
accounting purposes. In such cases there is a need
to maintain two types of fixed asset records: One
for tax purposes the other for accounting pur-
poses. Keeping two separate fixed asset records is
very cumbersome and may lead to confusion for
companies with huge investment in fixed assets
and a large number of fixed asset items. Eg,
Ethiopian Electric Power Corporation, Ethiopian
Airlines, Ethiopian Telecommunications, ete.
Therefore, it Is much better to continue using the
present simple method of computing allowable
depreciation with the revizsed rates and classes of
fixed assets,
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{3) Depreciation on revalued asset is not allowabla
for tax purposes. In principle this is acceptable be-
cause depreciation might have been claimed on the
original cost of the asset. However, revaluation of
assets for ongeoing businesses should be seen dif-
ferently from valuation of assets upon formation of
companies. In my understanding depreciation
computed on valuation of aszets upon formation of
new companies should be allowable.

{4) The provision may include maximum allowable
depreciation per year for tax purposes on an ex-
pensive car. This not only maximizes tax revenuse, it
also discourages businessmen from buying ex-
pensive automobiles. For example in the UK, the
maximum cost of a car allowable for depreciation is
E 12,000., i.e, the allowable depreciation per year is
a maximum of £ 3,000 . The limit, however; should
be restricted to cars not to vehicles like lorries,
pick ups, buses etc. that are critical for the busi-
ness operation,

(5) Provisions stated under Article 22(6) to 22(3)
should fall under Article 22 (5) as all refer to
provisions stated under Article 22 (5).

Article 24: Bad Debis

To deduct a bad debt from taxable income the
conditions stated under 24(b)- i.e, writing off the
debt from books of the taxpayer and 24 {c) - legal
action to collect the debt, may not be necessary. It
is true that general bad debts provisions should
not be allowable for determining taxable income.
However, specific provision of a particular trade
debt should be allowable without going to court
and write off.

Write off is not recommended as the debt might be
recoverable if the trade debtor is traced or his fi-
nancial condition is improved.

It should be noted that as tax has already been
paid on the uncollected debt, there is no harm in
reclaiming that tax, through a specific provision .

The Provision may disallow debt of employees and
connected persons for tax purposes even if they
are specifically provided or written off.

Article 27: Loss Carry Forward

This Provision is one of the significant amendment
of the current Tax Proclamation No (173/1381).
However, it would be more appmpﬁat% and com-
plete if the following items are added to the stated
Provisions:

{1) In addition to the relief by carrying forward,
there should also be a provision to allow the relief

Vol. 5 No. 1 / May-June 2002

of trade loss against other income of a business
organization. It is quite possible that a business
organization may have other taxable income in
other Schedules especially in Schedule B and
Capital Gains.

(2) The concept of loss carry forward should also
be extended to taxable income under Schedule B. A
Schedule B Tax payer l.e.,, a Real Estate developer
or a bullding owner may incur losses in the early
years of business. Like trading income under
Schedule C, los=es arising in real estate business
should also be allowed to be carried forward and
set off against future Scheduls B income or taxable
income under Schedule C.

(3) From experience of other countries, a loss can
be carred forward indefinitely. However, the Proc-
lamation states that trade losses can only be car-
ried forward to be set off against taxable income in
the next five years. On the other hand Article 37{5}
allows Capital Losses can be carried forward in-
definitely. *Setting a time limit for carrying forward
trade losse® may not be appropriate especially for a
business in early years of trading. Mosl business
incur losses in early years of trading because of
low market share and significant pre trading ex-
panses. Therefore, either there should be a sepa-
rate provision for new business, or the 5 years limit
to carry forward trade losses be extended at least
to 8 years.

{4) As discussed above, carry forward loss relief is
only appropriate if a business continues as a going
concermn. The relief is not appropriate for busi-
nesses which cease trading. It is quite possible for
a business organization to incur losses In its final
year of trading. Thus the Proclamation should have
a terminal loss relief that allows carrying back of
trade losses incurred upon cessation, for at least 3
years preceding the year of cessation. A carry back
relief is acceptable in other countries and entails
repayment of tax.

{5} The Provision may include a group relief for
subsidiaries operating within one holding com-
pany, This is to mean for group of companies who
have 100% owned subsidiaries there should be a
provision to surrender trading losses to other as-
sociated companies that made a taxable profit. This
provision is needed because a loss making sub-
sidiary within a group may not be liquidated even if
it continuously makes losses because of its stra-
tegic importance to other companies within a

group.

Article 30: Minimum Tax on Schedufe C
Income of Category A and B

The Provision in this Article requires that when-

Ethiopian Economic Association




Economic Focus
M O e e e "y
ant AT

The New Tax Proclamation

_%

ever a regular tax amount is less than 2% of turn-
over, category A and B taxpayers should either pay
tax computed as 2% of turnover or produce audited
financial statements to justify the regular tax. It
should be noted that as the audit engagement is =
general purpose audit engagement as opposed to a
specific tax audit , the audit report should not be
expected to depict 100% accuracy of the audited
financial statements. However, the report adds
credibility to the audited statements which is suffi-
cient to make some degree of reliance. Higher de-
gree of reliance may be obtained if the engage-
ment is a specific tax audit engagement. However,
this cannot be practical as a specific audit en-
gagement involves considerable time and cost.

Article 37: Gain on Transfer of Certain In-
vestment Property

The Provisions under this Article deais with capital
Gaing Tax. The Provisions are incomplete in the
following respects:

(1) The type of capital assets on which capital gains
tax Is paid are not clearly identified.

(2) Taxation of capital gains in the hands of busi-
ness organization and that of individuals are not
segregated.

(3) Important Provisions of the current capital
Gains Tax Proclamation No 108/94 like allowances
for inflationary gains are not incorporated.

(4] The Provisions do not have annual exemption
for individuals.

From experience of other countries, we learn that
there is annual capital gains exemption (which is
revised every year) for individuals. This means,
individuals not companies are required to pay
capital gains tax on gains in excess of annual ex-
emption.

Article 50: Public Auditors

The Provisions under this Article contradict with
the Auditors Code of Professional conduct Be-
cause of professional ethics, auditors cannot dis-
close their client information to third parties with-
out the prior consent of their cliant. There are only
few circumstances auditors disclose information to
the relevant government authorities without getting
permission from the client: At their own initiative if
the client is involved in illegal acts or under a court
ardar.
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Article 66: Declaration and Assessment of
Schedule B and € Income

Considering the volume of transactions in most
companies, efficiency of accounts office in the
country, and the requirement of external audit, will
make it difficult to make a tax declaration filing
within 2 months of the end of the aceounting pe-
riod. Let alone filing within 2 months, the current 4
meonths period are not sufficient. If the time period
is short, taxpayers may unnecessarily be penalized
on grounds of late declaration and inaccurate re-
porting because of a rush.

If we take the U.K. experience companies are al-
lowed up to 9 months to file their tax returns after
the end of the accounting period. Are we more af-
ficient than the U.K.? In my understanding, as gov-
ernment's cash flow problem is going to be allevi-
ated through advance collections of withholding
taxes, it is better to extend the tax declaration pe-
riod at least o & months.

4.0. CONCLUSION AND
RECOMMENDATION

From the details of the Provisions it can be learned
that substantial work has been accomplished. It is
not difficult to imagine the problems encountered
in amending a 40 years old income tax proclama-
tion on which nu substantial amendment was made
over this long period of time. Considering the im-
portance of the proclamation it is still better to re-
fine the Provisions of the Proclamation as much as
possible through regular workshop and experts
opinion. Even though this refinement process is
costly, the outcome will undoubtedly be worth all
the time and costs since a good output will avoid a
premature amendment.

| further recommend the following:

1. The Provisions Need clear and Detailed
Regulation for smooth implementation;

2. The Heed for an Urgent Issues Task Force
that gives guidance whenever practical difficulties
arise during implementation;

3. The need to develop Tax Syllabuses to be
taught at business Schools of Universities and
Colleges;

4, The need to regularfy Publish a Tax Guide
that fully illustrates application of complex Provi-
sions and associated Regulations and subsequent
amendments. &
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THE NEW INCOME TAX REFORM: .
PROVISIONS THAT NEED SECOND
THOUGHT BY POLICY MAKERS

Legal advisor for the Addi
(former head of the Legal 5e

Among the various reforms under-
taken by the Government, tax reform
has a direct significant impact on the
economic life of the country.

The overhauling of the income tax
law and measures to liberalize some
indirect taxes are the major compo-
nents of this tax reform.

In this short Article an attempt in
made to draw readers attention to
one segment of this tax reform
namely the overhauling of the In-
come Tax Proclamation No.
17381which has been amended sav-
eral time In Hts four decades of exis-
tence,

Much has been said about the posi-
tive aspects of this reform by the
government media and experts of the
concerned Ministries, The writer of
this Article also shares the views
healed by these groups.

Howewver, in this short paper three
important elements of the draft legis-
Jation are outlined as a setback to
the said reform. | also believe that
the pointing out of these Issues
would enable readers to observe the
other side of the coin, which has
unfortunately bean overiooked by
the media.

i. A Shift From Territeriality To
Residence Theory

The Income Tax Proclamation No.
173/61 under Art3 (d) has defined
what constitutes an Income. The
same Article has also attempted to
clarify the word in relation fo the
concept of origin of Income.

In a simple language an income,
within the context of the current
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proclamation, is every sort of reve-

nue, which has its origin in Ethiopia.

In other words revenues generated

only from sources within the geo-

graphic territory of the country are

considered as an income and are

subject to the Ethiopian taxing Ju-g
risdiction.

The drafters of the Income Tax
Proclamation were wise in that they
were very much aware of the limita-
tion of the then taxing authorities in
taxing income generated from
sources originating outside the
country.

These and other elements of the cur-
rent income tax legislation have con-
tributed much for the smooth and
uninterrupted operation of the proc-
lamation for the past 40 years.

In @ measure to shift this policy line,
the new draft income tax code has
introduced the residence theory,
which imposes tax on residents from
their worldwide income.

This means any resldent’ In Ethlopia
would be obliged to declare to the
Ethiopia tax Authoritles his Income
generated not only from sources
within Ethiopia but also from
sources originating elsewhere.

Two Important issues are to be men-
tioned here. The first is the gquestion
as to whether there exists internal
and external fertile ground for the
implementation of this policy.

| According to Article 4 of the drafi proclamation,
for an individual to be considered ms & resident,
the ownmership of = resbdential bouse or resfing
place by the individual is the requirement Fer a
legal entity to be considered s3 2 reaident, it
besdquarter has to be in Ethiopia or & reghtered
discesion making body of the ssid bosinesa argani-
eatlon has io be present in the country,

e

f
e Inland Revenues Autihc

This would naturally lead to the
question as to whether the Tax
Authority has adeguate manpower as
well as technological capability to
trace the business activities of resi-
dents outside the Ethiopian territory.

It may also be logical to think that
ona needs to have a clear picture of
the magnitude of the investment that
Ethiopian residents have in overseas
markets before one introduces this
concepl.

Despite the government's effort to-
wards improving the organizational
capacity building of the Tax Author-
ity, | am of the opinion that this shift
of policy is too ambitious and prema-
ture at this polnt in tima.

The other issue that musi be raised,
in this connection, is the effect of
this shift of policy with respect to the
Law’ that allows foreign citizens of
an Ethiopian origin to be treated with
equal status as Ethioplan Residents,

As a resull of the commencement of
operation of this policy’, we believe,
many Ethiopians in the Diaspora will
be motivated to invest in their coun-
try, but the introduction of this tax
system that impases taxation in their
worldwide income might be a set-
back to their motivation and remain
self-defeating.

2. Tax Foreclosure
The term "Foreclosure™ has become

a common parlance of the business
community in recent days after the

! Proc Mo 2T0R00Y a Proclamation for Froviding
Foreign MNational of Ethlopian Ongin with cenain
rights to be exercised in their couniry.

1 The proclamation came in to effect on the 5* of
Feh, 2002,
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coming into force of Proclamation
No. 97 of 1598° which gave banks
the right to sell mortgaged property
of their clients without any interven-
tion of state courts.

The new income tax draft proclama-
tion under Article 76 has come up
with what ma!- be referred to as "Tax
Foreclosure,”™ Agcording to this
provision the Tax Authority is em-
powered to seize the property
(Building, Machinery, Bank account
etc) of the taxpayer, if the latter fails
to pay the assessed tax within 30
days of receiving the assessment
notification,

Sub-article 2 of this provision gives
further powers to the Tax office to
sell the seized property.

The tradition is that if a taxpayer
fails, for any reason, to pay the tax
assessed or fails to appeal on the
due date, then the tax authority will
take a legal action.

There are wvarious reasons why a
person whd has received assess-
ment notification doesn’t either pay
ar exercise his right of appeal.

Sometimes the Tax Authority may
wrongly assess the tax to the extent
that the taxpayer cannot appeal by
depositing 75% of the wrongly as-
sessed and highly exaggerated tax.

It is also possible that assessment
notification might wrongly be sent to
businesses that have aiready been
closed or transferred to third parties.

There are also occaslons whera as-
sessment notification is sent under a
mistaken identity or to a person who
is not at all a taxpayer. In short there
may be a valid and legitimate reason
why taxpayers decline to pay the tax
assessed by the Tax Authority.

In these Instances there will be no
reason far the recipients of the as-
sessment notifications to appeal to
the tax appeal commission deposit-
Ing 75% of the wrongly assessed tax.

In this case the Tax Authority has to
file a suit against these defaulters

1t is ootside the scupe of this paper o expose
the damaging conscguences of this law on the
business community
Y1t should be clear that this tax fereclosure
aciwn 15 apdinat  the human, econemic and

constitutional rights of the taxpayer.
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Invoking the relevant provisions of
the Income Tax Proclamation
No.173/61 and the Ethiopian Civil
Code of the 1960. This court action
would give the other party the oppor-
tunity to present its case for an in-
dependent judicial boady.

Under the current practice the inter-
vention of a third party Independent
court has important significance in
that it respects the taxpayers consti-
tutional right to be heard.

One thing that must be underlined at
this juncture is the fact that at least
the bank foreclosure is based on a
definite and agreed contractual obli-
gation entered into between the par-
ties,

The tax foreclosure, on the contrary,
is enforceable on controversial
amounts that are normally unaccept-
able to the taxpayer and its effect wi
be worse on small businesses whose
tax Is normally assessed by estima-
tion.

3. Administrative Penalties

It is a universal principle that penal-
ties should always be preventive and
corrective in nature. That is why
opponents of the practice of capital
punishment argue against penalties
that will not bring about educative or
corrective results on the offender.

In addition to this principle, penalties
should aiso take into consideration
the mental, economic and social
objective realities surrounding the
offender.

Under the prevalent Income tax
proclamation Mo 173761 {Art,
66,67,68) penalties are Imposed for
faillure to declare income, failure to
pay on due time and for non-keeping
of books of account.

Underall circumstances the penalty
rates are applied on thé amount of
tax that was

supposed to be paid or on the tax
assessed. In other words, the tax
assessed |5 used as a yardstick to
determine the amount of penalties to
be paid.

For instance if a taxpayer fails to
kegp books of account, 20% of the
tax assessed ls imposed as a pen-
alty. The same applies to failure to
declare income as well,

In all these instances the effect of
the penalty is mitigated as the pen-
alty is based on fax assessed which
normally is believed to have taken
inte consideration the taxpayers
ability to pay.

When measured with the above ac-
cepted rules, the newly introduced
administrative penalties under Art.
83 of the draft income tax proclama-
tion are likely to have a dislocative
effect on the business community.

According to this new draft law, ad-
ministrative penalties are not meas-
ured by the amount of tax to be paid
but are a fixed flat rate applied irre-
spective of the level of the taxpayer
in default.

If for instance a person whase final
tax is 5,000 Birr fails to keep books
of account, the Tax Authority, under
the proposed draft income tax law,
would impose a penalty of 20880
Birr. But under the current incoms
tax proclamation, the taxpayer would
be fined at a rate of 20% of the
amount of tax to be paid, which Is
1000 Birr.

On the other hand, if a person whose
final tax is 500,000 fails to keep
books of account, the Tax Authordy
under the new draft proclamation,
would fine him for that same Birr
20,000 which was also the case far
the small business entity that we
have discussed in the preceding
example.

Concluding Remark

Introduction of new concepts to a
given system, with the view of en-
hancing economic development, is
generally good. But legisiations that
are instruments of expression of
policy lines should never be a direct

transplant or a carbon copy of for-
eign systems on the domestic envi-
ronment.

The reform of the income tax system
envisaged in the draft legislations
has positive elements in it but in
addition to what has been indicated
in this short note, there are also doz-
ens of issues that need further re-
consideration. ®
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. VALUE ADDED TAX: A DRAFT
PROCLAMATION

Abdulhamid Bedri Kello

Addis Aboba Universily

The following are the major provisions of the
new value added tax draft proclamation.

I VAT tax payers who need to register with
the tax authorities comprise of

Al A person who carrles on entrepreneurial
activity and whose taxable transactions In the
preceding 12 calendar months exceed Birr
500000

B. A person importing taxable goods

C; A non-resident person who performs
services without registration

Il Taxable transactions Include

A, The supply of goods and the rendering of
services in Ethiopia

B. The supply of goods and the rendering of
services by a taxpayer to hisfher employees

. Time of taxable transactions

A. a taxable transaction occurs when a VAT
invoice Is issued for that transaction

B. if a VAT Invoice is not issued within five
days after the goods are received, sold or trans-
ferred or the service rendered; the taxable trans-
action will be considered as having had taken
place.

C. When goods are imported it Is the time
when the goods are entered into the customs
declaration

V. The VAT Iis to be 15 percent of the value
of the taxable transaction

V. Value of taxable transactions is deter-
mined as follows

Vol. 5 No. 1 / May-June 2002

A, The value of taxable transaction Is de-
termined according to the amount the taxpayer
recelves or Is entitled to recelve In return for the
supply of goods or rendering of services
{(including duty, taxes or other fee payabls).

B. In case of imports, cost plus duties and
other taxes (CIF + duties + taxes) will be the
value on which VAT Is levied

Wi, Exempt transactions Include
A, The sale, transfer or lease of residential

property, unless the property has been occupied
as residence for at least two years

B. The rendering of financlal services

C. The supply of import of national or for-
elgn currency (except that used for numismatic
purposes) and securities

D. The import of gold to be transferred to
the National Bank

E. The rendering by religious organizations
of religious or church related services

F. The rendering of medical services

G. The rendering of educational services

provided by educational Institutions, including
pre-school child care by pre-school instructions

H. Humanitarian ald including import of
goods transferred to state agencies of Ethiopia
and public organizations for the purpose of re-
habllitation after natural disasters, industrial ac-
cldents, and catastrophes

I The supply of electricity and water

J, Goods Imported by organizations, insii-
tutions or projects exempted from duties and
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other import taxes by law or by agreement
K. Post office operations
L. Provision of public transport

Vil A person registered for VAT Is required
to issues a VAT invoice to the person who re-
ceives the goods or services. A VAT Invoice Is
expected to contain the following information:

Al Full name of the taxpayer and the pur-
chaser, and the taxpayer's trade name, If differ-
ent from the legal name

B. Identification number of the taxpayer and
the purchaser

c. Number and date of the VAT registration
certificate

D. Name of the goods shipped or service
renderad

E. Amount of taxable transactions

F. Amount of excise on the excisable goods
G. Sum of the VAT due on the given taxable
transaction

H. The issue date of the VAT invoice

1. Serial number of the VAT invoice

Vil In the case of the supply of goods or
rendering of services at retail to purchasers who
are not VAT taxpayers, a receipt or simpiified
form of VAT Invoice prescribed by the Ministry of
Finance may be used instead of a VAT involice

IX. Taxes are to be settled on a monthly ba-
sis which is ‘the accounting period

X. Tax payable is the difference between tax
craditable {paid by the tax payer) and the amount
of tax charged

Major issues:
There are major issues that need to be carefully
considered.

A higher tax rate and buoyancy of the
base— If effectively enforced, the tax will result in
higher tax revenue than the sales tax It replaces
and which was collected only once. As an indi-
rect tax it will ultimately fall on the ‘consumer,’
as the tax is to be passed on. This Indicates the
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regressive nature of the tax as all income groups
pay equal tax irrespective of the level of their
income. One may argue that since the low in-
come people consume limited amount of goods
and services the proportion of tax collected from
them would be limited. However, what counts is
that they pay higher percentages of their income
for the level of consumption they have.

B. socially beneficial services — health,
education, electricity, water, .. are exemptad from
payment of the VAT. This is most probably in-
tended to fight the negative impact of the tax on
the low income population.

Export of goods and services are also to be with
zero VAT level.

c. the ‘accounting period being a month'
may have implications to the level of capital with
which particularly traders operate with - annual
payment gave thermn funds to trade with for at
least some gonths

D. legally operating businesses - particu-
larly importers, will bear more responsibility - in
paying and administering the VAT

E. very cumbersome and complicated tax
administration responsibilities- requiring more
enforcement personnel

F. capital goods including inputs do not
seem to be on the list of exempted items, this
would affect the competitiveness of producers—
though this is a controversial issue

G. given the current level of the requirement
of VAT registration Blrr half a million), it seems
those below the threshold would avoid the ad-
ministration of VAT payment against credit

H. the preamble indicates that it ‘minimizes
the damage that may be caused by attempts to
avold and evade the tax and helps to ascertain
the profit obtalned by the taxpayer' — this may
only be true In the long run. =

FOR VALUABLE AND
INFORMATIVE INFORMATION ON
ETHIOPIAN ECONOMY,

SUBSCRIBE TO ECONOMIC
FOCUS
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VALUE ADDED TAX: LIKELY OUTCOMES
OF ITS INTRODUCTION IN ETHIOPIA

- Hussien Shibeshi -
Addis Ababa Chamber of Commerce

o

1. INTRODUCTION

It seems like more and more countries are heading
towards Value-Added Tax (VAT) mainly because it is
believed to be the most comprehensive and efficient
tax system available, Most of the developed countries
have long begun applying it for various reasons.

And a number of developing countries are trying to
apply it, probably because they have been pressur-
ized by the IMF inte doing so. We understand that a
draft Proclamation has been prepared and submitted
to the House of Representatives for approval, with a
view to introducing VAT in our country as well, again
probably and partly due to same pressure from the
IMF. The Addis Ababa Chamber of Commerce be-
ligves that the said draft Proclamation needs to be
carefully reviewed by all concerned before it becomes
a law, as it has far-reaching implications in the Ethio-
pian context. An attempt is, therefore, made in this
paper to look briefly into VAT: its historical evolution,
its advantages and disadvantages and the likely out-
comes of its introeducing in Ethiopia. The paper then
concludes with a plea to the Government to delay
application of VAT for a few years until all the re-
guired prerequisites are fulfilled,

2. THE MEANING OF VAT

VAT is a tax imposed on value added to a product at
each stage of its production by registered businesses
or persons. VAT ia levied on the differsnce betwoan
the sale price of the goods produced or the services
rendered, and the cost thereof - that is, the difference
between the output and the input. Please take a care-
ful look at the table below to see how VAT is applied
based on a product that passes through four stages
of value creation.

3. METHODS OF CALCULATING
VALUE ADDED

There are two methods of calculating value added on
a given product at the different stages of its produc-

|
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tion. These are the subtraction method and the addi-
tion method.

The subtraction method involves subtracting the
amount of money used te buy all the inputs that went
into the production of the product from the total
amount accrued from the sale thereof. In other words,
the value of inputs is deducted from the value of out-
put.

The addition method, on the other hand, involves the
adding up of factor incomes generated.

Both methods, or appreaches, are based on the as-
sumption that the total sales of a business firm from
its output during a given period are equal to the cost
of inputs, wages, rent, interest, depreciation and
profits. The subtraction method is, nonetheless, the
easiest and, therefore, the more widely used method.

4. THE HISTORICAL EVOLUTION OF
VAT

VAT Is considered as a fiscal innovation of the early
1860s. Pursuant to the signing of what is known as
the “Treaty of Rome" in March of 1957, Members of
the then European Economic Community (EEC) began
leveling the field for a fair competition among their
business establishments. So on April 11, 1967 the
EEC issued a Directive to abelish the existing gross
turnover tax and replace it with a comprehersive sys-
tem of value-added tax effective January 01, 1970 -
that is, three years after the issuance of the Directive.

Thersafter, 2 number of countries began to apply it of
their own volition. Gradually, some developing coun-
tries, too, began to apply it, pressured by the IMF.
Today atotal of 118 countries are known o have ap-
plied the VAT system.

5. VAT VERSUS SALES TAX:
SIMILARITIES AND DIFFERENCES

5. 1. Simifarities
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Because both VAT and sales tax are indirect taxes,
the tax incidence is expectad to fall on consumers.
The legal incidence in both cases, however, Is borne
by businesses. Thereln lie their similarities.

5.2, Differences

The main difference between VAT and sales tax lies
largely in the methods used to collect the tax. Under
the Sales Tax system, the whole amount is collected
on behalf of the Receiver of Revenue at one point,
mainly at the point of sale to the final user,

With the VAT system, on the other hand, the Receiver
of Revenue collects the tax levied at the stage of pro-
duction/distribution, resulting in the sale of the fin-
ished goods or the rendering of the service to the
final consumer. VAT, therefore, implies a mulii-stage
method of collecting tax, which means that each
supplier in the chain of transaction (from the acquisi-
tion of the raw materials up to the sale of the finished
goods or the rendering of the service) will pay VAT on
his/her input and charge VAT on his/her output. The
VAT on hisfher input is known as * the input tax," and
the VAT on his/her output “the output tax.”

Tabla 1. WAT and Sales Tax Compared based on a hypothatical aifuation

VAT Systom [Sales Ta | Sales Tax Systom
(15%) {15%)
VAT to be Purch, Bales
Purchases| Sales Valus |Paid to ths
Added Gaw'l
[15%)
F 1T 1] 100+18 100 15 B [-] 100
WaT
Factony 100+15 | 200430 100 15 30 190 200430
VAT VAT
YWholossien 200+3000 | 280442 BD 12 = T00+30 | FBO+30 |
VAT |
Retatlor 180+42 | 350+54 B0 12 - B0+30 | 360430 ]
WaT VAT ||
(Tl 180 £ i . = |

6. THE STRONG AND WEAK POINTS
OF VAT

&, 1. VAT's strong points

» |t provides detailed information on each stage of
production.

¢ In countries where good record keeping is the
norm, rather thanthe exception, it is easier
to enforce than sales tax, whereas sales tax can
be evaded by not reporting to the Tax collecting
office,

. It is collected from all sectors — that is, from
imports, manufacturing and wholesale sectors. It
is, therefore, a more comprehensive and equita-
ble taxation system. Sales tax, on the other hand,
is normally levied only at one stage of the whole
chain of marketing.

Vol. 5 No. | / May-June 2002

s It has a broad base. So it is supposed to help
countries raise more revenue. And that is the
main reason that many countries have chosen to

apply it

e VAT is a consumption tax. As such, it promotes
capital formation by not taxing or distorting sav-
ings. And that is the main reason why many
economists favor it

¢« Under VAT each Input is taxed only once. It
therefore, aveoids cascading, unlike excise and
sales taxation, and thereby encourages manufac-
turing and exports.

&.2. VAT's weak points

¢ VAT is incongruent with the basic principle of
taxation, which states that a person should be
taxed only according to his/her ability to pay. So
it is a regressive taxation system. A number of
countries have, however, exempted basic neces-

sities, |::;ai-%:u!‘:a|r'|'_.lI food items, from VAT in order
to compensate for its regressive effect.

« VAT requires good record keeping of invoices at
each stage of production. Both buyers and sell-
ers, therefore, find compliance to VAT to be time-
consuming and resource-draining.

¢ Although its propagators claim that it is an en-
forceahble taxation system, it has also many loop-
holes for tax evasion. These include the follow-

ing:

o Tax payers could use fake invoices to claim tax

credit;

o They could use invoices they received for per-

sonal purchase to claim tax credit;

o They could over-report sales of zero-rated goods.

o It enables buyers and sellers to strike secret

deals as regards the issuance of receipts; and

o It could lead to the formation of fake companies,
which sell receipts to traders, to enable them to
claim tax credit on inputs.

It iIs because of these weaknesses of VAT that many
countries take time to lay the groundwork for its
smooth application even after they have opted for it.
For instance, as stated earlier, it was nearly three
years after it issued the Directive concerning VAT that
the then EEC applied it.

7. THE BASIS FOR THE DRAFT
PROCLAMATION TO APPLY VAT
IN ETHIOPIA AND THE SALIENT

FEATURES THEREOF

7. 1. Whar necessitated VAT
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The preamble of the draft Proclamation indicates that
the application of this new tax system has been ne-
cessitated for the following reasons:

Our country’s total tax revenue accounts for only
11.8% of the GDP and is, thus, the lowest of all the
countries in the Region, whose Revenue accounts, on
average, for 24% of their GDP - thus indicating room
for maximizing tax revenue.

The current sales tax does not allow collection of the
tax on the added value created at various stages.

The wvalue added is thought to minimize tax evasion
and help to ascertain the profit abtained by taxpayers.

Value added taxation is believed to enhance savings
and investment, as it is a consumption tax.

Replacement of the current sales tax by value added
tax is thought to enhance economic growth and im-
prove the share of tax revenue from GDP.

7.2. The basic contents of the draft Procla-
mation

« |t is applicable only on taxpayers whose taxable
transactions in the preceding 12 calendar months
have exceeded Birr 500,000.00 {five hundred thou-
sand).

« businesses whose transaction Is below the above
mentioned may voluntarily apply for such registra-
tion, if hefshe is regularly supplying or rendering at
least 75% of his/her goods and services to registered
persons,

= Those who voluntarily apply are presumed to da
so in order to benefit from VAT's tax reduction
scheme on inputs.

« VAT is expected to promote good record keeping.

« A person who is not registered, but who is re-
quired to be registered, is a taxpayer from the begin-
ning of the accounting period following the period in
which the obligation to apply for registration arose,

. The minimum value of the taxable fransaction is
the market price of the goods or services supplied or
rendered, without including the 15% VAT.

= As the basis for VAT is only the value added at
each stage of transaction, the subtraction method of
caleulation will be applied.

« Janwary 5, 2003 is set as the day the Proclama-
tion will be in force, and thel12 months preceding it
are to be taken as a preparatory period of acquainting
taxpayers with VAT.

8. THE IMPLICATIONS OF APPLYING
VAT IN ETHIOPIA

E.1. VAT could, lead to a general price rise
and therefore, aggravate poverty

The fact that the share of Government Revenue to
Gross Domestic Product is 11.8% and is, thus, the
lowest in the Region, which, on average, is 24% has
been stated in the draft Proclamation. Furthermore,
since foreign trade is the main source of Government
Revenue, as it is in other developing countries, any
fluctuation in the performance of our foreign trade will
have a significant effect on Revenue. Broadening the
tax base and ensuring the uninterrupted flow of
Revenue are, therefore, matters of high priority to any
tax policy. It is, only by taking a closer look at the
objective reality of the country, however, that the real
reason behind the fact that Government Revenue ac-
counts for a mere 11.8% of the Gross Domestic Prod-
uct and is; thus, the lowest in the Region, can be
knowr. %

According to the annual report of the World Bank,
Ethiopia's per capita income s only US $100.00. That
is 21% of the average per capita income of sub-
Saharan African countries, which is 480.00 USD, and
35% of that of the least developed countries, which
was reported as being US $290.00. Furthermore, ac-
cording to some official records, about 455 percent
of the people of Ethiopia live in absclute poverty. That
indicates that only the remaining 54.5 percent of the
people are truly taxable. So it is because of the inabil-
ity of the overall economy to generate any more
Revenue that the Government Revenue accounts for
only 11.8% of the GOP. Broadening the tax base and
creating a reliable source of Revenue, therefore, re-
quire raising the per capita income of the Ethiopian
people and, along with that, making the tax policy
truly comprehensive and equitable .That being the
right path to follow, in the light of the country's ob-
jective reality, levying a total of Birr 54.00 tax on the
overall marketing chain of a2 product that used to
fetch only Birr 30.00 in tax payment under the sales
tax system (as in the example given in the draft proc-
lamation) is tantamount to raising the tax by B0%. As
such, it will result in taxing those who live in absolute
poverty as well and inadvertently encouraging price
hikes, thereby aggravating our proverbial destitution.

8.2, In the Ethiopian context, VAT, inscead of
enfiancing economic growth, could discourage
ifnvestments

Because of the fact that the country's per capita in-
coma is one of the lowest in the world, the purchasing
power of the Ethiopian people is very weak. This lack
of effective demand has, in turmn, been discouraging
investment __ particularly investment in the produc-
tion for the local market. Imposing a taxation system
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that further weakens the people's purchasing power
could thus make the system inimical to economic
growth. And it is those who live in absolute poverty
who will be hurt the most, in the light of the regres-
sive character of VAT,

8.3. Nor many taxpayers can be expected to
register, as VAT requires a rich experience i
good bookkeeping

In Ethiopia, business is generally characterized by
backward, rudimentary traditional practices and cots
tage industries. Business operators do not, therefore,
have much knowledge about modern accounting and
bookkeeping. However good introducing VAT might
be for the economy, applying it now would be a for-
midable task simply because of this deficiency on tha
part of the majority of the taxpayers. Even if applying
VAT could, as stated in the draft Proclamation, pro-
mote good record keeping, the fact that it will, at the
initial stage of its application, impose on taxpayers a
high compliance cost cannot be disputed,.

8.4. VAT could encourage illegal activities

Promulgating a new tax Proclamation, without at first
doing a comprehensive analysis of all the implica-
tions, could result in many unforeseen problems and
thus end up making the disadvantages outweigh the
advantages. Though VAT is basically known to be an
equitable and comprehensive taxation system, apply-
ing it in a country where good record keeping is an
exception, rather than the norm, and where even tha
tax administering office itself has not yet been ade-
guately staffed by welltrained human resource and
has not fully upgraded its computerization system,
could encourage illegal activities; as it has been done
elsewhere _ notably Pakistan, That, in turn, will de-
feat the whole purpose of VAT's introduction in
Ethiopia.

8.5. In the Echiopian context, VAT would not
be a comprehensive taxation system

The draft Proclamation stipulates that VAT is appli-
cable only on taxpayers whose faxable transactions
in the preceding 12 calendar months have exceeded
Birr 500,000.00 (five hundred thousand). It also per-
mits a person who gis not required to be registered
for VAT to voluntarily apply for such registration, If
he/she is regularly supplying or rendering at least
75% of his/her goods and services to registered par-
sons. The draft Proclamation also indicates that an
equalization tax shall be instated for those taxpayers
on whom VAT is not applicable and that what they will
be required to pay at each value-adding stage of
transaction or service rendering shall not exceed
15%. As the annual transactions of most taxpayers
are way below the Birr 500,000.00 mark, however, the
practicability of VAT's comprehensiveness will be
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seriously constrained.

9. CONCLUSIONS AND
SUGGESTIONS

Applying VAT in a country whers:
about 45.5% of the people live in absolute poverty,
the per capita income is a mere USD 100.00,

the people's weak purchasing power couldn't already
encourage investors to invest in the production of
products for the local market, but only in exportable
goods, and

good record keeping is not yet widely practiced

is tantamount to aggravating the country's proverbial
poverty, depressing further purchasing power and
effective demand, discouraging investments and en-
couraging illefal activities.

The fact that the compliance cost of implementing
VAT, in terms of both time and money, for the taxpay-
ers will inevitably be very high and implementing VAT
calls for additional and more efficient administrative
efforts to check and crosscheck the forms that tax-
payers fill out are certain to result in a lot of counter-
productive misunderstanding between the Tax Collec-
tor and the taxpayers.

It is, therefore, imperative that a comprehensive
analysis of the likely impacts of introducing VAT on
the prices of goods and services, on investment ac-
tivities and the macro-economy as a whole be carried
aut, within the Ethiopian context, before the draft
Proclamation becomes law. If, after such an analysis
has been done and all those concerned, including the
business community, have discussed it in a demo-
cratic manner, VAT is truly thought to be worth-
introducing however, we believe that its implementa-
tion would require a preparatory period of not less
than five years _ both for the Tax Collector and the
taxpayers. Otherwise, making the draft Proclamation
a law and trying to implement it after only one year
would usher in many unforeseen problams, rather
than bring about the desired effect. B
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WE ARE GLAD TO INFORM OUR ESTEEMED

READERS THAT A SPECIAL ISSUE OF THE
ETHIOPIAN JOURNAL OF ECONOMICS,
VOLUME VIil, NUMBER 1, UNDER THE THEME
“POVERTY AND POVERTY DETERMINANTS IN
ETHIOFIA" IS NOW ON SALE.
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