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Key Project Data

Project Type Investment Focus Key Benefit Risk Factor
Solar module production Import of capital Duty-free import via EIC Incorrect process >
line equipment incentives major cost impact
Region Source

Ethiopia PVKnowHow / Jv.G. Technology GmbH

() These case studies are based on real figures but are composite scenarios for educational and strategic planning
purposes.



The Investment Challenge: Unexpected Import

Costs

Capital Equipmentls
Not Free to Import
Without proper licensing, solar

machinery is subject to full

Ethiopian import tax stack

Taxes Are
Compounding and
Sequential

Customs duty, VAT, surtax, and
withholding tax are applied one

after another on the cumulative

base

Misclassification
Creates Budget
Exposure

Wrong HS code or missing
approvals can trigger full duty

liability — a material financial

impact on total project cost



Ethiopia: Why This Market?

National Energy Policy

Government prioritises
renewable energy

manufacturing

Solar production aligns with
Ethiopia's industrial
development goals

Structured Incentive
Framework

EIC offers duty exemptions
for qualifying capital goods
Income tax holidays
available for priority

manufacturing sectors

Regional Market Access

Member of COMESA and
AfCFTA regional trade blocs

Growing domestic and
regional demand for energy
infrastructure



Investment Framework: EIC & Regulations

Key Governing Bodies Relevant Legal Instruments

e EIC — Ethiopian Investment Commission: one-stop e |nvestment Proclamation No. 1180/2020

shop for investment permits and incentive approvals « Investment Incentive Regulation No. 517/2022

Ethiopian Customs Commission (ECC) — enforces HS e Investment Incentive Directive No.1064/2025

code classification and duty collection e Special Economic Zone Proclamation No. 1322/2024

Ministry of Finance — issues directives on duty

exemption eligibility

(@ TheEIC acts as a centralised gateway: investors obtain visas, permits, and duty exemption letters through a single
institution.



Capital Goods Definition: What Qualifies?

Capital Goods
(Manufacturing
Equipment)

Solar module production line
machinery (laminators,

stringers, testers, tabbers)

Production tooling and
specialised components

Spare parts and calibration
equipment directly linked to
the production process

Classification Matters

Capital goods imported by
licensed investors may qualify

for duty exemption

Consumer or finished goods
classification: 20-35% customs
duty applies

Producer goods / capital
goods classification: 0-10%
base rate

What Is Excluded

e Personal vehicles and general-

use equipment

e Goods not directly tied to the

licensed investment activity

e |temsre-sold or transferred
outside approved scope



Step-by-Step Process: Securing Duty-Free Import

01 02 03

Obtain Investment License (EIC) Apply for Duty Exemption HS Code Classification

e Register capital with EIC withinoneyear e Submitexemption application to EIC e Assign correct 6- or 8-digit Harmonized
of entry with valid investment permit System (HS) code to each machine

e Obtain investment permit under e Provide letter of support confirming e Classification determines duty rate band
Investment Proclamation No. 1180/2020 project completion stage and exemption eligibility

e Permit must be renewed annually until

EIC verifies eligibility against incentive

Use ECC's import tax calculator for pre-
business license is issued regulation schedule clearance verification

04

Prepare Documentation Package
e Commercial Invoice, Bill of Lading, Packing List
e Certificate of Origin and local insurance certificate (mandatory)

e Proformainvoice for bank import permit and foreign currency allocation



Financial Impact: Tax Stack Without Exemption

Tax Type

Customs Duty

Value Added Tax (VAT)

Surtax

Withholding Tax

Rate

0% - 35%

15%

10%

3%

Base

CIF value

CIF + duty

CIF + duty + VAT

CIF value

Notes

Capital goods: 0-10%;
finished goods: 20-35%

Flat rate; applies unless
exempt

Protects domestic industry;
compounding

Advance on income tax;
creditable against profit tax

/N Keyrisk: Taxes are applied sequentially on a compounding base. Without EIC duty exemption, total import cost can increase

materially — making the business case unviable.



Risks: Where the Process Can Fail

Incorrect HS Code
Classification

Machinery classified as
"finished goods" triggers 20-
35% duty instead of 0-10%

Misclassification can negate
the entire financial basis of the

investment

Re-classification appeals are
time-consuming and

uncertain

Missing or Incomplete
Approvals

Exemption requires a valid
investment permit — no
permit, no exemption

Shipments arriving without
prior EIC approval risk full duty
assessment at port

Documentation gaps cause
delays at the Ethiopian

Customs Commission

Process Delays

Bureaucratic bottlenecks at
federal and regional levels
remain a known risk

EIC influence is limited below
federal level — regional
clearance can stall

Compliance failures trigger
automatic suspension of

incentive benefits



Compliance Obligations After Import

1 2
Usage Verification Transfer Restrictions
ECC and EIC conduct periodic Duty-free goods can only be
inspections to confirm exempt transferred to another eligible
goods are used as declared investor or sold domestically upon

payment of foregone duties plus

interest

3

Reporting Requirements

Annual tax returns, audited financial
statements, and performance
reports must be filed consistently to

Mmaintain incentive status

(*® Misuse of duty-exempt goods — e.g., unauthorised resale — results in duty repayment, financial penalties, and

potential revocation of all investment incentives.



Strategic Benefit: Why Structure This Correctly

Duty-Free Capital Import Income Tax Holiday Local Manufacturing
Correct EIC licensing eliminates Qualifying manufacturing investors Position
customs duty, VAT, and surtax on receive a temporary reduced tax Domestic solar module production
production machinery — a material rate period under Regulation No. avoids ongoing import exposure;
reduction in upfront capital cost 517/2022 and updated Directive No. positions investor for regional
1064/2025 AfCFTA and COMESA market
access

© An experienced European turnkey provider can supply full documentation packages to support HS code
classification and customs clearance — reducing investor risk significantly.



Turnkey Manufacturing Concept: Process Overview

Phase 1: Licensing & Approvals Phase 3: Installation & Ramp-Up
Obtain EIC investment permit Commissioning, staff training, quality system activation
Submit duty exemption application with full documentation Annual reporting and compliance obligations maintained
1 2 3

Phase 2: Equipment Import
Correct HS code assigned to each machine

Production line shipped by a proven turnkey manufacturing
concept — full customs documentation provided



Risk Summary & Mitigations

Risk

Wrong HS classification

Missing investment permit

Incomplete documentation

Compliance failure post-import

Regional bureaucratic delays

Potential Impact

Full duty stack applied (up to 35% + VAT
+ surtax)

No exemption eligibility; goods held at

customs

Clearance delays; demurrage costs

Automatic incentive suspension or full
revocation

Extended timelines; cost overrun

Mitigation

Pre-clearance check with ECC
calculator; specialist customs broker

Secure EIC permit before shipment is
dispatched

Use standardised document checklist
from turnkey provider

Annual reporting calendar; dedicated
compliance officer

EIC VIP support service for high-priority
projects



About the Content Partner

J J.v.G.technology GmbH — The DESERT Company

Founded in 1997 in Bavaria, Germany. Family-owned engineering
company specializing in turnkey solar module production lines.

More than 90 factory projects delivered worldwide.
On-site team training included — no prior manufacturing
experience required.

Key areas:

Turnkey PV manufacturing lines | DESERT Technology® |
TUV-certified module designs | Factory planning to production

www.jvg-thoma.com
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