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Introduction

Ethiopia continues to modernize its legal and fiscal framework through significant legislative reforms
aimed at improving transparency, strengthening public revenue, and creating a more predictable
investment environment. One of the most important recent developments is Property Tax Proclamation
No. 1365/2025, which introduces a modern legal framework for the taxation of immovable property.

For Ethiopian diaspora members planning to purchase residential or commercial property, as well as
foreign investors investing in manufacturing, hospitality, commercial real estate, or mixed-use
developments, understanding the implications of the new-proclamation-is essential. Property ownership
now carries not only investment opportunities but also new compliance obligations.

Why Was the New Proclamation Introduced?

Historically, Ethiopia did not have a comprehensive nationwide property taxation system. The
Government introduced the new proclamation to achieve several objectives:

a—- Modernize Ethiopiad€™s property taxation system.
a—- Increase transparency and fairness in property taxation.
a—- Strengthen local government revenue.

a—- Improve land and property registration systems.

a—- Encourage productive utilization of urban land.

a—- Promote sustainable urban development.

The proclamation aligns Ethiopia with international practices where local governments rely partly on
property taxation to finance public infrastructure and municipal services.

Who May Be Affected?
The proclamation may affect:
a—- Ethiopian diaspora members owning residential or commercial buildings.

a—- Foreign companies owning office buildings or industrial facilities.
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a—- Real estate developers.

a—- Hotel and hospitality investors.

a—- Industrial park investors.

a—- Commercial landlords.

a—- Joint venture companies holding immovable property.

a—- Businesses acquiring land-use rights together with buildings.

Although investment incentives may still apply under separate investment laws, property ownership
itself is increasingly subject to structured taxation and reporting obligations.

Key/'Legal Features
Among the important features introduced by the proclamation are:
1. Establishment of a Modern Property Tax System

The proclamation provides a legal basis for assessing taxable property-using standardized valuation
principles and registration systems.

2. Improved Property Registration

Accurate registration becomes increasingly important because taxation depends upon proper
identification of property ownership, location, size, classification, and valuation.

Investors should therefore ensure that ownership documents are legally compliant and accurately
registered.

3. Valuation of Property

The law establishes mechanisms for determining taxable property value through valuation procedures
that may consider location, improvements, land characteristics, and other legally prescribed factors.

Professional legal assistance may become necessary whenever valuation disputes arise.
4. Compliance Obligations

Property owners should expect additional compliance requirements, including:

a—-e maintaining accurate ownership records;

a—- reporting changes affecting taxable property;

a—e complying with municipal assessment procedures; and

a—- paying applicable taxes within prescribed deadlines.
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Failure to comply may expose owners to administrative penalties or enforcement measures.
Practical Implications for Foreign Investors

Foreign investors often focus primarily on investment licensing, company registration, and tax
incentives. However, property taxation has become an increasingly important component of investment
planning.

Before acquiring property in Ethiopia, investors should conduct thorough legal due diligence
concerning:

a—-e ownership history;

a—- land rights;

a—s municipal compliance;

a—- zoning restrictions;

a—- existing tax liabilities;

a—- pending disputes; and

a—- registration status.

Proper due diligence can significantly reduce future legal and financial risks.
Opportunities for the Ethiopian Diaspora

Many members of the Ethiopian diaspora are investing in apartments, hotels, manufacturing facilities,
commercial buildings, and mixed-use developments.

The new proclamation should not necessarily be viewed as an obstacle. Rather, it creates greater legal
certainty through a more structured taxation system. Investors who understand the applicable legal
requirements can better estimate investment costs, avoid unexpected liabilities, and protect the long-
term value of their investments.

How DMR Law Firm Assists Investors

At DMR Law Firm, we advise Ethiopian diaspora members and foreign investors throughout every
stage of their investment journey, including:

a—- legal due diligence before property acquisition;
a—- investment structuring;
a—-e company registration;

a—- land and property verification;
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a—- contract drafting and negotiation;

a—- tax-related legal advice;

a—- regulatory compliance; and

a—- representation before government authorities and courts.

Our multidisciplinary team combines practical experience in Ethiopian investment, commercial, and real
estate law to help clients invest confidently while minimizing legal risk.

Conclusion

Property Tax Proclamation No. 1365/2025 represents another important milestone in Ethiopiad€™s
ongoing economic and legal reforms. Investors who understand the new framework early will be better
positioned to, structure their investments efficiently, remain compliant, and avoid costly disputes.

As Ethiopia continues to attract diaspora and international investment, obtaining timely legal advice
before purchasing or developing property’has become more important than ever.

For legal advice regarding investment, property acquisition, company registration, or regulatory
compliance in Ethiopia, please contact DMR Law Firm at infe@dmethiolawyers.com. Our lawyers are
ready to assist Ethiopian diaspora members, multinational companies, and foreign investors with
practical, business-oriented legal solutions.
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