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1. Introduction

The Property Tax Proclamation No. 1365/2025 represents a significant development in Ethiopiaâ€™s
fiscal and urban governance framework. It introduces a modern property taxation system designed to
replace fragmented and outdated approaches to taxing urban land and buildings. As Ethiopian cities
continue to expand rapidly, the need for a reliable and sustainable source of municipal revenue has
become increasingly critical.

This proclamation responds to that need by establishing a structured system that links taxation to
property value, thereby promoting fairness, efficiency, and transparency. It also reflects a broader policy
shift toward strengthening local government finance and accountability, aligning Ethiopia with emerging
global standards in property taxation.

2. Objectives of the Proclamation

The primary objective of the proclamation is to create a fair, efficient, and transparent property tax
system capable of supporting urban development. The law seeks to ensure that property owners
contribute to public finance in proportion to the value of their assets, thereby promoting equity in
taxation.

Additionally, the proclamation aims to enhance the revenue generating capacity of municipalities,
enabling them to finance infrastructure, public services, and urban management functions without
excessive reliance on federal transfers. It also intends to improve administrative efficiency by
introducing standardized valuation methods and clear procedures for tax collection.

Another important objective is to foster economic accountability and good governance by reducing
inconsistencies and discretionary practices that previously characterized property taxation.

3. Scope of Application

The proclamation applies broadly to urban areas across Ethiopia, including chartered cities and
regional urban centers. It covers urban land-use rights, buildings, and improvements, thereby ensuring
that all economically valuable aspects of property are subject to taxation.

The scope extends to various types of properties, including residential, commercial, industrial, and
mixed-use properties, reflecting the diverse nature of urban development. By including both land and
improvements, the law adopts a comprehensive approach that captures the full economic value of
property.
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At the same time, the proclamation recognizes the need for fairness by providing exemptions for certain
categories, such as public service institutions, religious properties, and low-income housing, thereby
balancing revenue generation with social considerations

4. Legal Framework and Key Features

The proclamation establishes a market valueâ€“based taxation system, which is a major departure from
previous methods. Property valuation is conducted based on objective criteria such as location, size,
condition, and market trends. However, to mitigate the tax burden, only a portion of the assessed value
is used as the taxable base, ensuring proportionality.

The law also introduces a flexible rate structure, allowing regional governments to set tax rates within
prescribed limits. This provides adaptability while maintaining national consistency. Furthermore, the
proclamation emphasizes uniformity and standardization, ensuring that property taxation is applied
consistently across different jurisdictions.

From an administrative perspective, the law assigns responsibility to municipal authorities, which are
required to maintain valuation rolls, assess properties, and collect taxes. It also imposes clear legal
obligations on property owners to register, declare, and pay taxes annually, thereby strengthening
compliance mechanisms.

Another important feature is the integration of property classification systems, which categorize
properties based on their use and economic function. This allows for more accurate valuation and
equitable taxation. Additionally, the proclamation introduces legal accountability measures, enabling
enforcement actions in cases of non-compliance or misrepresentation.

5. Practical Implications

The implementation of the proclamation has significant implications for various stakeholders. For
property owners, the law introduces new compliance obligations, including registration, valuation, and
annual tax payment. It may also lead to an increase in tax liability, particularly for high-value properties
located in prime urban areas.

For investors and developers, the proclamation enhances predictability and transparency, which are
essential for long-term planning. However, it also requires careful consideration of tax implications
when making investment decisions, as property tax becomes a recurring cost affecting profitability.

Municipal authorities stand to benefit from increased revenue, enabling them to improve urban
infrastructure and public services. At the same time, they face the challenge of building administrative
capacity to effectively implement the law, particularly in areas such as valuation, data management,
and enforcement.

From a legal practice perspective, the proclamation creates new opportunities in areas such as tax
advisory services, dispute resolution, and compliance support. Issues related to valuation disputes,
exemptions, and enforcement are likely to generate increased legal activity.

6. Implications for Law Firm Clients: Advantages and Disadvantages
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The proclamation has direct consequences for clients typically served by law firms, including property
owners, real estate developers, investors, and corporate entities. While it introduces several benefits, it
also creates new legal and financial challenges.

Advantages

Greater transparency and predictability: Clients benefit from a clearer and more standardized
system of property valuation and taxation, reducing uncertainty in financial planning. 
Improved investment environment: A structured property tax regime enhances confidence for
both domestic and foreign investors by aligning Ethiopia with international practices. 
Fairer taxation system: Market-based valuation ensures that tax liability reflects actual property
value, promoting equity among taxpayers. 
Enhanced municipal services: Increased local revenue may lead to better infrastructure and
services, indirectly benefiting businesses and property owners. 

Disadvantages

Increased tax burden: Clients with high-value properties, especially in urban centers, may face
significantly higher tax liabilities. 
Compliance complexity: The requirement for registration, valuation, and ongoing reporting
introduces administrative burdens and potential legal risks. 
Valuation disputes: Market-based assessments may lead to disagreements between taxpayers
and authorities, increasing the likelihood of disputes and litigation. 
Multiple tax exposure: Property owners may be subject to additional taxes (e.g., rental income
tax), increasing overall financial obligations. 

7. Conclusion

The Property Tax Proclamation No. 1365/2025 marks a good step in Ethiopiaâ€™s approach to urban
taxation and public finance. By introducing a market-based, transparent, and standardized system, the
law strengthens the fiscal autonomy of municipalities while promoting fairness and accountability.

While the success of the proclamation will depend largely on effective implementation and
administrative capacity, its legal and economic significance is clear. It provides a solid foundation for
sustainable urban development and represents an important milestone in Ethiopiaâ€™s broader
economic reform agenda.

For law firm clients, the proclamation presents both opportunities and risks, making legal guidance
increasingly important in navigating compliance, minimizing liabilities, and resolving disputes.

For related inquiries, you may contact us at info@dmethiolawyers.com
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