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Report: Workshop on Auditing and Tax Compliance 

Joint workshop organized by EUBFE and its member associations (ENLBA & CAFÉ ) in 
collaboration with the Ministry of Revenues 

Date: January 29, 2021   Time: 08:30-13:30   Venue: BestWestern Plus Hotel 

Participants: 

A. 41 finance staff members of European companies 
B. Executive Directors of EUBFE and ENLBA  
C. Coordinator from MoR: Mrs. Ruth ZeMichael- Directress-Strategic Partnership 
D. Presenters from Ministry of Revenues: 

1. Ato Kebede Lidetu- Director, Risk and Compliance 
2. Ato Birhanu Kebede-Director, Tax Audit Management 
3. Ato Sisay Gezu-Director Tax Fraud Investigation  
4. Wro. Abaynesh Abate- Directress, Tax Debt Management 
5. Ato Dereje Meonnen- Director Filing and Return Processing 

The workshop was opened with a short welcome remark from the Executive Director of EUBFE. 
Following which Ato Kebede from Risk and Compliance took to the floor.  

His presentation highlighted key concepts behind risk assessment and tax compliance. More 
specifically his presentation addressed (detailed PPT available). 

• The foundations of risk-based assessment  

• The needs for risk assessment and its contribution towards improving the business 
climate 

o Resource limitation   
o Need to verify the self-assessed tax declaration  

• Risk-based audit selection procedures employed at the MoR (Selection by auditors, 
Random selection, Risk-based selection). Moreover, to ascertain transparency as well as 
efficiency in service delivery, MoR is working on making all tax administration operations 
to be based on risk assessment including audit, VAT refund, tax clearance and installment 
payments.  

o Note: 98% of audit are based on the risk assessment and 2% random selection  

• Key strategic direction MoR is following to ascertain tax compliance. These are improving 
tax compliance culture, establishing digital tax collection platforms, ascertain fairness, 
improve work culture and  enhance internal and  external strategic partnerships.   

o In this connection MoR is recognizing compliant companies who prove tax 
compliance.  In total there are 29 criteria. Eg; Bank statement, balance sheet and 
other financial information of the company (VAT, sales data, Income and expense, 
Customs information). The selection is made based on the 29 criteria and sector 
analysis.  
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Subsequently, Ato Birhanu took the stage thereafter. His presentation addressed the following 
key points (Note: PPT attached) 

• The need for audit and the different types of audit MoR conducts 

• Tax audit structural arrangements at the MoR and 

• The tax audit process and the role businesses should play in each stage 

He stressed the importance of delegating the right personnel (one with technical knowledge as 
well as knowledge about the nature of the business) to work closely with the MoR assigned 
auditor/s during the audit process in order to avoid surprises. 

Following his presentation and explanation, the participants took 20 minutes health break.  

After the brief recess, Ato Sisay Gezu, director of fraud investigation at MoR presented issues 
surrounding fraudulent invoices. He made a detailed explanation as to what MoR constitutes as 
legal invoice. His presentation also included some examples of fraudulent receipt that were 
uncovered during their investigative audit work. He concluded his presentation by advising the 
business community to 

• Avoid cash payment as much as possible  

• Make transactions with companies who have permanent address 

• Avoid middle men who illegally “broker” receipts and 

• And make reconciliation of tin number with company names. 

Wro. Abaynesh made a brief presentation on the directive set to ease the burden on businesses 
caused by COVID-19 pandemic. The directive 64/2012, issued by the Ministry of Finance, afforded 
tax relief for companies who are remain in litigation. Wro. Abaynesh explained the details of the 
directive as well as the scope of its application. 

Following her presentation, the floor was opened for discussion. The discussion was facilitated 
by EUBFE’s executive director. Several questions were raised by participants, with relevant 
directors addressing them one by one. 

 VAT refund delay: This challenge was raised by a participant whereby; VAT refund delay was 
cause due to the fact that a new fiscal year started while audit was being conducted.  

In response to this question the director of risk and compliance indicated that as far as VAT refund 
is cleared following audit, it should be affected immediately. Usually, VAT refund takes longer at 
LTO, given the significant risk. However, regardless as soon as amount is settled it needs to be 
paid. Any delays can be reported to his directorate. 

Participant also questioned the fact that even though their company was recognized for tax 
compliance, it continued to be audited more frequently. The risk and compliance director in 
response explained that high risk doesn’t necessary mean high non-compliance. Both sets of 
measurements may not necessarily converge, though repeated audit should be considered as 
mutual clarity on the financial position of the company with MoR. 
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Another question is in connection with an internal Memo that contradicts the tax law has been 
issued by the Addis Ababa Revenues office. This memo contradicts the self-assessment tax 
compliance regime the country enshrines through its legislation by enforcing companies to report 
revenue that should top the previous financial year. In response to this, both the directors of 
audit and compliance were dismayed by this regulation, which clearly contravenes the country’s 
tax law. They encouraged members to organize around EUBFE and present to MoR and relevant 
authorities the soonest. 

The withholding tax of small holder farmers was also raised as problematic area, in connection 
with whether small holder farmers are considered trade agents. The director of fraud 
investigation and audit both indicated that the existing law only enforces withholding farmers 
should the threshold of purchase exceeds 100K ETB per year. In addition it was mentioned, how 
the area have a gray area that is being revised by the Ministry of Finance .  

The application of double taxation avoidance treaties also was pointed out as one area of 
challenge. In this context, the director of tax fraud investigation offered to lead a session on this, 
given the fact that increase in FDI will surely result in more unresolved cases. 

Another area discussed is in the area of audit of transfer pricing and HQ expenses. In the absence 
of clear guideline on these, it has become difficult for companies to comply. The director of audit 
indicated that a transfer pricing unit has been established and legal as well as administrative 
structures are being developed. However, he acknowledged the existence of this challenge and 
pledged to take note of this to resolve it as soon as possible.  

In order to improve the quality of audit, it is critical to continuously enhance the capacity of 
auditors. This was one of the reasons in which audits on transfer prices and HQ expenses remain 
problematic.  MoR is working with relevant professional associations, including ACCA as well as 
ABBE (Accounting and Audit Board of Ethiopia), to develop the capacity of its auditors. Several 
MoUs have been signed and its in its implementation currently.  

Another instance of a need for capacity development is in conditions where audit dispute arises, 
participants indicated, the tendency to push decisions higher up the management ladder. There 
seems to be reluctance to make decisions at a given level and authority. Decisions or responses 
usually are made at team leaders’ level, and during some instances where such staff are 
unavailable responses drag on far too late.   

One of the takeaways from the discussion the MoR is ready to work closely with the private 
sector. Any ill treatments by MoR staff are not tolerated and appropriate corrective measure will 
be taken.  The representatives of MoR were will and glad to take part in future consultations with 
the private sector. 

Next Steps: Present the key challenges raised (VAT refund delay, internal memo conflicting with 
tax law, HQ expenses guidelines and transfer pricing) to technical team for solution.  

 

 


