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Directive no 189/2025
A directive on waiving of tax Administrative penalty

WHEREAS, as it is stipulated in the tax administration proclamation that the tax authority may
waive all or part of the administrative penalty imposed on taxpayer as per this directive when an
application for the waiving of penalty is submitted by the tax payer or by the initiative of the tax
authority;
WHEREAS, it is necessary to incorporate additional provisions to address omitted administrative
penalties, ensure fairness in the application of penalty waivers, and clarify the roles and
responsibilities of the departments involved in the waiver process;
NOW, THEREFORE, the ministry of revenues has issued this directive under the authority given
by the Federal Tax Administration proclamation No. 983/ 2016 Articles 115(4)

Part1

General Provisions

1. Short Title
This directive may be cited as "Tax Administrative Penalty waiving directive no.
189/2025"

2. Definition
In this directive, unless the context otherwise requires:

1/ "Tax decision objection reviews department" means the office established within
the tax authority’s branch office in accordance with the federal Tax
Administration Proclamation 10.983/2016, Article 55(1), which reviews and
submits a recommendation to the branch manager when an objection filled against
a decision on the waiving of the administrative penalty.

2/ " Auction” means the process of selling property seized by the tax authority for non-
payment of tax liability in accordance with the tax law through an open tender
procedure.

3/ "Force majeure" means a natural or man-made disaster or severe illness that the tax

payer cannot avoid, or a real and proven reason that impedes from paying taxes

and other obligations.




4/ "Severe illness" means a tax payers or tax representative or an agent who received
a notice of decision could not move or work at the time of declaration or payment
due to severe illness that has to be certified by medical institution which is
recognized by relevant body.

5/ "Penalty level classification" means the level of penalty classification in which the
administrative penalties listed in the tax laws are classified as low, medium and
high level in order to determine the administrative penalty that will be waived as
per this directive.

6/ "Tax authority" mean the ministry of revenues and include the revenue offices of
Addis Ababa and Dire dawa city Administration.

7/ "Proclamation" means the Federal tax administration Proclamation No. 983/2016

8/ Words and phrases defined in the federal administration Proclamation and tax laws
shall apply, mutatis mutandis, to this directive.

3. Scope of Application

This directive shall apply to tax administrative penalties imposed under the tax laws.
Part Two

Rates and conditions to waive administrative penalty

4. Waivable and non-Waivable administrative penalties

1/ Subject to the provisions of Article 12 of this directive, administrative penalties
imposed by the tax law may be waived in whole or in part in accordance with
article 6, 7 and 10 of this directive.

2/ Notwithstanding the provisions of sub- article 1 of this article, the administrative
penalty imposed in connection with failure to issue a tax receipt in accordance with
Article 108,113 and value added tax proclamation number 1341/2024 Article 66(1)
(g) and Article 10(3) of the stamp duty proclamation number 110/1990 shall not be

waived.

5. Classification of the level of Administration penalties

The penalty imposed as per the tax law may be waived partially depending on its
impact on the tax administration system and the time that the tax debt has been paid.

Hence, to waive the penalty in line with article 6 of this directive each penalty shall

initially be leveled as low, medium and high as follows:




1/ penalties as per Article 101,103,109 and 112 of the proclamation are classified as

lower level of penalty.

2/ Penalties imposed as per Article, 105,106 and 114 (from sub article 1 to 6) of the

proclamation, Article 38(from sub article 1 to 3) of excise tax proclamation number

1186 is classification as medium level of penalties.

3/ Penalties imposed as per Article 102,1047107, 110,111A and 114(7) of the

proclamation; Article 66 of the value added proclamation numb

classified as high level of penalties.

er 1341/2016 are

4/ any tax administrative penalty that its level of classification is not assigned in this

directive shall be classified as a medium level penalty unless it is specified as non

waivable penalty under the tax law.

Criteria and rate of partial waiving of administrative penalty.

Depending on the classification of the level of penalty stated under Article 5,

administrative penalty may be partially waived based on the time and Status of the tax

debt being paid as per the criteria and rate described below;

N.O Time of payment of tax, interest and non- waivable The waivable penalty depending on
penalty the classification of penalty level in
percent is
Low level | Medium | High level
of penalty level of | of penalty
penalty
L If the tax payer pays the tax as follow within 30
days of receiving a tax assessment notice or a
decision made by tax review department or tax
appeal commission or the court;
L1 fully paid 90 80 70
1.2 within the payment agreement period of up to 6 | 80 70 60
months with the tax authority
1.3 within payment agreement period of more than 6 | 70 60 50

months with authority




If the tax payer pays the tax as follow with 31 to 60
days of receiving the tax assessment notice or based
on the decision by review department or the tax

appeal commission or the court decision:

2.1

fully paid

80

70

60

2.2

within the payment agreement period of up to 6

months with the authority

70

60

50

2.3

Within the payment agreement period of more than

6 months with tax authority.

60

50

40

If the tax payer pays the tax as follow after 60 days
of receiving the tax assessment notice or based on
the decision by review department or the tax appeal

commission or the court decision;

3.1

fully paid

70

60

50

3.2

within the payment agreement period of up to 6

months with tax authority

60

50

40

33

within the payment agreement period of more than

6 months with the tax authority

50

40

30

If the tax payer pays the tax as follow after property
has been seized for not paying the required tax, but
the payment is held before the render notice is has

been issued,

4.1

fully paid

60

50

40

4.2

within the payment agreement period of up 6

months with tax authority

50

40

30

43

within the payment agreement period of more than | 40

6 months with the tax authority

30

20

If the tax payer pays the required tax as follow after
the tender notice has been issued on the property

seized due to failure of paying tax;
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5.1 | fully paid 50 40 30

572 | within the payment agreement period of up to 6 40 30 20
months with tax authority

5.3 | within the payment agreement period of more than | 30 20 10
6 months with the tax authority

76. The situation in which the administrative penalty will fully waived

1/ Administrative penalties imposed on the tax payer may be fully waived for the

following reasons:

a) At the time that the tax payer is unable to pay the tax on time due to force

b)

c)

d)

g)

majeure.

When the tax payer’s business cannot continue and it is confirmed by the court
that the business is bankrupt.

The tax error is corrected by taxpayer’s own initiative before the tax authority
examines the accounts of the taxpayer and if the taxpayer paid the tax and interest
in accordance with the assessment.

When the taxpayer submits evidences from the relevant government institute
stating that 20 percent or more of the property has been destroyed due to natural
or man-made dangers.

An employee who withholds tax from his own income, whether he is working or
when his employment contract is terminated

When it is confirmed that the administrative penalty is the tax authority’s
operational error.

The penalty calculated by the system due to tax payer’s failure to file a receipt on
time after the tax payment is remitted the tax to the bank during the payment

period in relation to the monthly declaration.

2/ when the tax payer pays the tax and interest as well as the non-waivable penalty in the

medium and high level of penalty within 30 days of receiving the notice of the tax

assessment or the decision of review department or the court decision; the penalty

assigned at low level shall be fully waived

5|Page
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3/ Notwithstanding the provisions of sub- article 2 of this article, the tax decision is only
a penalty without main tax and interest, the tax payer shall be treated as per article
6(1)(1.1) of this directive

4/ The decision without high or medium level penalty but with low level penalty
accompanied by tax as well as interest and this tax and interest is fully paid within 30
days of receiving the assessment notice of the tax or the tax appeal or the court
decision, the low level penalty shall be fully waived

5/ notwithstanding the provisions of sub-article 3 of this article, the applicability of the

provisions of sub-article 1 of this article shall prevail.

gd. Procedure for penalty waving Application

1/ The taxpayer that has been given an administrative penalty must apply in writing to the
tax authority or tax debt management department or the tax center coordinator stating
the reason for the waiving of the penalty,

2/ Notwithstanding the provision of sub-Article 1 of this article, the taxpayer that entered
in to agreement to extend the payment period have already paid the tax, interest and
non-waivable penalty, the penalty will be waived without the need to submit the
application to the tax authority,

8. The power to waive penalty

1/ the tax authority or tax debt management department or the tax center coordinator
may waive penalty as per article 6 and 7 of this directive,

2/ the waiving of administrative penalty shall be filled in a from prepared for this
purpose and the process owner has been verified and approved that the tax, interest
and non-waivable penalty amount have been paid and the remaining penalty shall be
cancelled by tax debt collection and follow up officer by stating the relevant reason
for cancellation.

3/ a complaint lodged by the taxpayers against the penalty waived in accordance with
sub-article one of these articles shall be submitted to the tax review department that
provides its recommendation to the manager of the branch.

J_ 0 9. Waiving of the administrative penalty in special circumstances.

1/ Notwithstanding the provisions of Article 4(2), 6 and 7 of this directive, for

economic , administrative or social reasons, the head of the tax authority or his




representative may, at the taxpayer’s request or by tax authority’s initiative, fully
or partially waive the administrative penalty in special circumstances.

2/ Subject to sub-article 1 of this article, a request for the waiving of penalty under
special circumstances shall be submitted by the taxpayer to the branch office and
the branch shall verify the total amount of tax debt required from the tax payer, the
type of tax, the status of the tax payer, taxpayer’s tax payment history, and the clear
justification as well as evidence for requesting the waiving of penalty under special
circumstances and the branch manager shall send the request to the head of the tax
authority or the representative of the head with verification.

3/ the head of the tax authority or the representative of the head may send a request
for the waiving of penalty under special circumstances which is verified as per
sub-article 2 of this article to the directorate of the tax debt management for further
verification and submission opinion on the request.

4/ the decision on waived penalty by head of tax authority or his representative shall
be sent to the branch office through the directorate of tax debt management to be
implemented as per Article 9(2) of this directive.

5/ the evidence used to decide on waiving of administrative penalty in special
circumstance as per this article had not been verified properly, the head of the tax
authority may see it again.

ll&. The procedure for penalty waiving during installment payment agreement

1/ In order to pay the tax debt in an extended period, in an installment payment
period agreement with the taxpayer, in additional to tax and interest, only the
penalty that is not waived according to this directive shall be added and the penalty
that shall not be waived may not be included.

2/ Subject to sub-article 1 of this article after it is confirmed that the taxpayer has paid
the tax, interest and non-waivable penalty in accordance with the agreement, the
waivable penalty shall be waived.

3/ If the obligation is not fulfilled as per the agreement, the penalty shall be calculated

based on the amount of unpaid tax debt.




Part — Three

Miscellaneous provisions

12. Interest not subject to waivable

1/ Pursuant to the federal income tax proclamation and other tax laws, interest
assessed on deferred tax payments shall not be waived in accordance with this
directive.

2/ Subject to sub-article 1 of this article, when interest is wrongly calculated due to the
problem of Tax Administration System or SIGTAS, the case shall be submitted to
the manager of the branch to be deleted from system based on the statement of the
relevant expert, and the reason for deletion of the interest should be stated clearly.

13 Reporting

1/ The amount of the administrative penalties’ that have been decided to be fully or
partially waived according to Article 6,7 and 10 of this directive shall be
summarized and clearly identified every month and submitted monthly to the
directorate of tax debt management through the branch office.

2/ tax debt management directorate will monitor the branch offices to send their reports
and this directorate may send the information that is given as per sub article 1 of
this article to the relevant division of the tax authority for corrective action to be
taken, as necessary.

3/ the tax authority shall submit quarterly reports to the ministry of finance by
consolidating the waiving amount of administrative penalty.

14 . Repealed laws

The directive number 137/2010 on the waiving of the penalty, any circular and
customary practices that are contrary to this directive are repealed.

15. Transitional provision

A taxpayer’s issue which has been accepted, before this directive goes in to effect,
according to directive no. 137/2010 and entered in to an agreement to extend the tax
payment period and paying the tax debt, the case of waiving an administrative

penalty shall be implemented as per the repealed directive.




16. Effective date
This Directive shall be effective from the date of its registration by the Ministry of

Justice and its uploading on the website of the Ministry of Revenues.

Addis Ababa; February 2025

Nigusie Ali

Minister of the Revenues Ministry
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