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Continued from page 7

6 / In this Article, “foreign loss™,
in relation to a resident taxpayer for
a tax year, means the amount by
which the deductible expenditures
incurred by the taxpayer in deriving
foreign income taxable under this
Schedule exceeds the amount of
that income for the year.

Article 48:- Regarding tax treaties

1/ The Minister may enter into a
tax treaty with a foreign government
or governments.

2/ If there is any conflict between
the terms of a tax treaty having
legal effect in Ethiopia and this
Proclamation,

3/ Subject to sub-article (4) of this
Article, when a tax treaty provides
that Ethiopian source income is
exempt or excluded from tax, or
the application of the tax treaty
results in a reduction in the rate of
Ethiopian tax, the benefit of that
exemption, exclusion, or reduction
is not available to a body that, for
the purposes of the tax treaty, is a

resident of the other contracting
state when fifty percent or more of
the underlying ownership or control
of that body is held by an individual
or individuals who are not residents
of that other contracting state for the
purposes of the tax treaty.

4/ If the resident of the other
contracting state is: a) a company
listed on a stock exchange in that
other contracting state; or b) a
company carrying on an active
business in that other contracting
state and the Ethiopian-source
income derived by the company is
attributable to that business;

5/ In this Article:

a) “Active business” does not
include the business of holding or
managing shares, securities, or other
investments unless the company is
a financial institution or insurance
company; and

b) “Tax treaty” means
international agreement for
avoidance of double taxation
the prevention of fiscal evasion.
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The following articles are selected
from proclamation N0.979/2016 for
the purpose of delivering information
to the foreign readers.

Article 45:- Regarding foreign tax
credit for foreign business income

1/ If a resident taxpayer has
foreign income taxable under
“Schedule C” in respect of which the
resident has paid foreign income tax,
the taxpayer shall be allowed a tax
credit (referred to as a “foreign tax
credit”) of an amount equal to the
lesser of:

a) The foreign income tax paid:
or

b) The business
payable under schedule ‘C’ in respect

income tax

of the foreign income.

2/ The business income tax
referred to in sub-article (1) (b) of
this Article shall be computed by
applying the average rate of business
income tax applicable to the resident
taxpayer for the year against the net
foreign income of the resident for
the year.

3/ A foreign tax credit shall be
allowed under this Article only if:

a) the resident taxpayer has paid
the foreign income tax within 2 years
after the end of the tax year in which
the foreign income was derived by
the taxpayer or within such further
time as the Authority allows; and

b) b) the resident taxpayer has a
receipt for the tax from the foreign
tax authority.

4./ In computing the business
income tax payable by a resident
taxpayer for a tax year, the taxpayer
shall apply the foreign tax credit
under this Article before applying
any other tax credits of the taxpayer
for the tax year.

5/ If a foreign tax credit of a
resident taxpayer for a tax year is not

fully credited for the year, the excess
credit shall not be refunded, carried
back to the preceding tax year, or
carried forward to the following tax
year.

6/ In this Article:

a) “average rate of business
income tax’’, in relation to a

resident taxpayer for a tax year,
means the percentage that the
business income tax payable by the
tax payer for the year, before the
allowance of any tax credit under
this Proclamation, is of the taxable
income of the taxpayer for the year;

b) “Foreign income tax” means
income tax, including withholding

tax, imposed by the government
of a foreign country or a political
subdivision of a government of a
foreign country, but does not include
a penalty, additional tax, or interest
payable in respect of such tax; and

¢) “Net foreign income”, in
relation to a resident taxpayer for
a tax year, means the total foreign
income of the taxpayer for the year
taxable under this Schedule, as
reduced by any deductions allowed
to the person under this Schedule for
the year that:

(1) the
derivation of the foreign income; and

(2) are apportioned to the
derivation of the foreign income
in accordance with Article 76 of

relate exclusively to

this Proclamation on the basis that
foreign income is a separate class of
income.

Article 46:- Regarding foreign
business losses

1/ An amount that a resident
taxpayer is allowed as a deduction
under this Proclamation in deriving
foreign income taxable wunder
“Schedule C” shall be deductible
only against that income.

2/ If a resident taxpayer has a
foreign loss for a tax year, the amount
of the loss shall be carried forward
to the next following tax year and
allowed as a deduction in that
year against the taxpayer’s foreign
income taxable under “Schedule C”
for the following year.

3/ If a resident taxpayer is not
able to wholly deduct a foreign loss
under sub-article (2) of this Article,
the amount not deducted shall be
carried forward to the next following
tax year and applied as specified in
sub-article (2) of this Article in that
year, and so on until the loss is fully
deducted, but a taxpayer shall not
carry a foreign loss forward for more
than five tax years after the end of
year in which the loss was incurred.

4./ If there has been two tax years
in which a taxpayer has incurred
a foreign loss and each of those
losses has been carried forward
under sub-article (2) of this Article,
the taxpayer shall not be permitted
to carry forward any further losses
under sub-article (2) of this Article.

5/ A taxpayer shall carry forward
a foreign loss under sub- articles (2)
and (3) of this Article in accordance
with the
Regulations.

Council of Ministers

Continued on page 6

he rights of taxpayers

Any taxpayers have the

following rights.

* Theright to request information
about the Ministry’s services or
tax rules over the phone or in
person.

 The right to get the relevant
service without discrimination
of gender, race, language,
religion, and economic status.

 The right to be treated with

respected dignity

« the right to follow up on their
issue ifthey are notresponded to
immediately. (except for cases
that should be kept confidential
until the case is completed)

e The Right to express their
complaints on the service of the
ministry, the discipline of the
CEQ, and the employees.

e The right to express what they
have observed in the ministry
and what should be improved or

perpetuated in the organization.

e The right to receive awards if
they are model taxpayers.

Obligations of the Employers
regarding the cost-sharing

e Has to notice the list of
employees to the Ministry or
other representative body.

e« Has to pay 10% of the
employee’s salary to the
Ministry or other representative
at the end of 30 months.

» Informing the list of employees
who completed the payment
and the service to the ministry
and other representatives.

e Has to notify the ministry,
education minister, and the
assigned ministry when they
are liable for paying the cost-
sharing in service in the case of
termination.

Continued on page 6
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