
Eight Key Changes Every Business and Director Must Know Before 
Ethiopia’s Tax Administration Law Is Amended 

The Ministry of Finance has published a draft amendment to Federal Tax Administration 
Proclamation No. 983/2016 and convened a public stakeholder consultation. The 
proposed changes represent the most significant overhaul of Ethiopia's tax administration 
framework since the original Proclamation was enacted, introducing a mediation 
mechanism for tax disputes, a conditional tax clearance certificate, tighter rules on 
evidence at appeal, a new error correction procedure, and sharply higher penalties for 
non-compliance. Once gazetted, the amendments take effect immediately.   

Background 

Proclamation No. 983/2016 governs how federal taxes are assessed, disputed, collected, 
and enforced across Ethiopia. Since its enactment, disputes between taxpayers and the Tax 
Authority have grown in volume and complexity, and several structural gaps have become 
evident particularly around alternative dispute resolution and the statute of limitations for 
fraud assessments. The Ministry of Finance, working alongside relevant stakeholders, has 
prepared a draft amendment proclamation to address these gaps. The Ministry's public 
notice invited taxpayers, the business community, legal and economic professionals, and 
interested members of the public to attend an in-person consultation.   

Key Amendments and Legal Implications 

1. New Mediation Mechanism for Tax Disputes 

For the first time, the draft amendment introduces a formal conciliation route as an 
alternative to litigation for resolving tax disputes. Under the proposed framework, a 
taxpayer who has received an appealable decision and has filed a formal appeal may, 
within thirty days of that filing, request that the dispute be referred to an independent, 
neutral conciliator appointed by the Tax Authority. The conciliation process is strictly 
voluntary on both sides, is conducted on a confidential basis, and must be brought to a 
conclusion within sixty days of the referral. The conciliator's role is facilitative, they may 
offer non-binding professional opinions on how a court would likely view the dispute, but 
they cannot impose an outcome. Where both parties reach agreement, a written signed 
settlement is legally binding and enforceable in the same manner as a court decision. 
Disputes involving tax fraud are expressly excluded from this mechanism. 

 
2. Ten-Year Limitation Period for Fraud Assessments 

One of the most consequential changes in the draft concerns the statute of limitations that 
governs how far back the Tax Authority may reach when amending an assessment. Under 
Proclamation No. 983/2016 as it currently stands, there is no time limit at all where fraud 
is alleged  the Authority may, in principle, revisit a taxpayer's declarations from any period. 
The amendment replaces this open-ended exposure with a definitive ten-year limitation 
period, calculated from the date of the original self-assessment declaration, beyond which 
no amended assessment on grounds of fraud may be issued. For non-fraud cases, the 



existing five-year limitation is retained. This change provides meaningful certainty and a 
clear ceiling for taxpayers with historic liabilities under dispute. 

 
3. Conditional Tax Clearance Certificate 

The draft addresses a longstanding practical difficulty faced by taxpayers who have active 
disputes with the Tax Authority: the inability to obtain a tax clearance certificate, which in 
turn blocks them from renewing their business licence, participating in public tenders, 
registering vehicles or construction machinery, and accessing bank financing. The 
amendment introduces a conditional clearance certificate, available to taxpayers who have 
either filed a formal objection or appeal before the competent body, or who have entered 
into an approved instalment payment arrangement with the Authority. The conditional 
certificate carries the same transactional validity as a standard clearance for the purposes 
set out above. It does not, however, extinguish the underlying tax debt, does not prevent 
the Authority from enforcing collection through other means, and may be revoked by 
directive of the Authority where the conditions on which it was granted are no longer met. 

 
4. Restriction on New Evidence at Appeal — with a 20% Penalty 

The draft introduces a significant procedural constraint on the conduct of tax disputes: a 
taxpayer is generally prohibited from introducing at the objection, appeal, or error 
correction stage any evidence that was not already submitted and on the record during the 
original assessment process. The rationale is to incentivise comprehensive and timely 
disclosure at the assessment stage, rather than allowing taxpayers to hold back material in 
anticipation of a dispute. The prohibition is subject to narrow exceptions where the 
evidence did not exist or could not with reasonable diligence have been obtained at the 
time of the assessment, where it came to the taxpayer's knowledge only after the 
assessment decision was issued, or where submission was prevented by force majeure. 
Critically, even where the exception applies and the new evidence is admitted, and the 
admission results in a downward revision of the assessed tax, the taxpayer will be liable to 
pay a twenty per cent penalty on the amount of underpayment that the earlier non-
disclosure produced. This makes timely and complete evidence submission not merely 
good practice but a matter of financial consequence. 

 
5. Formal Error Correction Procedure 

Alongside the dispute resolution changes, the draft establishes a structured mechanism for 
correcting errors in tax assessment notices a process that previously lacked a clear legal 
framework. Either the taxpayer or the Tax Authority may initiate an error correction. The 
categories of correctable error include arithmetic mistakes, newly discovered evidence that 
was not previously available, misapplication of a binding legal interpretation of tax law, 
and other material errors of a similar nature. The time window for initiating a correction is 
five years from the date of the original assessment notice, or one year from the date the 
error is identified by either party, whichever is the shorter period. Each assessment notice 
may be corrected only once in respect of the same category of error. Upon initiating a 



correction, the Authority is required to serve the taxpayer with written notice setting out 
the nature and grounds of the correction, the revised tax amount, and the taxpayer's 
procedural rights to object or appeal the corrected assessment. 

 
6. Receipt and Invoice Offences - Administrative and Criminal Liability 

Under the draft, the failure to issue a receipt operates under a graduated two-tier 
enforcement model. The first and second failures to issue a receipt within a single tax year 
are treated as administrative offences only, each attracting a penalty of ETB 100,000 per 
missing receipt. Criminal liability under Article 120(1) is activated only after a 
taxpayer has been penalised administratively on two separate occasions within the 
same tax year that is, the third failure and any subsequent failure within that tax year 
expose the taxpayer to prosecution carrying a fine of ETB 25,000 to 50,000 and rigorous 
imprisonment of three to five years. This two-strike threshold reflects a deliberate 
legislative choice to treat initial non-compliance as a regulatory matter, reserving criminal 
sanction for persistent or willful conduct. 

This gateway applies only to the basic receipt-issuance offence. All other invoice-related 
criminal offences including understating a sale price, issuing fictitious invoices, accepting 
invoices for non-existent transactions, and sales register machine violations 
carry immediate criminal liability from the first act with no prior administrative 
warning required. 

Corporate officer liability (Article 132): Where any of the above offences is committed 
by or on behalf of a company or other body, every person who was a manager of that body 
at the time the offence was committed is treated as having personally committed the same 
offence and is subject to the same criminal penalties unless they can demonstrate both that 
the offence occurred without their knowledge or consent, and that they exercised the due 
diligence and caution that a prudent person in their position would reasonably be expected 
to apply. The draft further adds that CEOs, chief accountants, and other officers specifically 
responsible for withholding tax functions are each personally liable for an administrative 
fine where withholding tax is not deducted and remitted before the Authority's demand. 

 
7. Codified Statutory Definition of Tax Fraud 

The draft introduces a formal, exhaustive statutory definition of "tax fraud" for the first 
time a significant development given that the term underpins much of the Proclamation's 
penalty and limitation framework. Under the proposed definition, tax fraud encompasses 
the submission of false records, invoices, or declarations to the Authority; the deliberate 
concealment of income, assets, or transactions from the Authority; the creation or use of 
fictitious invoices; the destruction, alteration, or falsification of documents; the 
maintenance of dual sets of books or accounts; and the submission of fraudulent claims for 
deductions, exemptions, or refunds. Company directors, finance managers, and officers in 
equivalent positions are expressly deemed to have personally committed the offence of tax 
fraud where they authorised, directed, instructed, or materially assisted the fraudulent act. 
The due diligence defence available under Article 132 applies equally here. 



 
8. Foreign Investor Profit Repatriation — Tax Clearance Required 

Under the draft, commercial banks operating in Ethiopia are for the first time expressly 
required to verify that a foreign investor holds a valid tax clearance certificate confirming 
that all applicable taxes on dividends, profit shares, disposal proceeds, or any other 
outward payment have been duly paid before processing any foreign currency remittance 
on that investor's behalf. This introduces a mandatory compliance checkpoint at the 
banking stage for cross-border profit transfers, and places an affirmative obligation on 
banks as gatekeepers in addition to the existing obligations on the investor. Banks that 
process a remittance without verifying clearance may themselves face liability under the 
applicable regulatory framework. 

Affected Parties 

All registered federal taxpayers, their officers, and counterparty institutions should review 
these proposed amendments. The following face the most direct legal implications: 

• Companies, partnerships, and sole traders with active or potential disputes with the 
Tax Authority or Tax Appeal Commission 

• Directors, CEOs, CFOs, and chief accountants of organizations with withholding tax 
or invoicing obligations personal criminal and financial liability now applies 
explicitly 

• Businesses in retail, construction, hospitality, and services where receipt issuance 
volumes are high 

• Foreign investors and their Ethiopian subsidiaries anticipating dividend remittances 
or disposal of investments 

• Commercial banks processing outward foreign currency transfers on behalf of 
foreign investors 

• Taxpayers with outstanding disputed liabilities currently blocked from license 
renewals, tenders, or financing 

This update is prepared for general informational purposes only and does not constitute legal 

advice. The draft amendment has not yet been enacted and is subject to revision. Readers 

should seek specific legal counsel before acting on the information herein. For enquiries 
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