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Income tax

Business income

Companies domiciled in Djibouti are subject to corporate tax on their worldwide income, whilst non-
resident companies are in general subject to tax on income derived within the country.

Private corporations and personal companies, as well as public companies and limited companies, pay a flat
tax of 25% of annual net profit. The companies which benefit from the Investment Code are exonerated of
this tax as well as income from property and income from assets.

Minimum tax

Minimum tax is due from loss-making companies or whose income tax is less than the minimum tax due .
The Minimum tax is not deductible from taxable profits( Art.57)

The minimum flat tax is due by individuals and entities running a handicraft, commercial, industrial or other
liberal profession. It is a tax on the turnover realized on the national territory and not deductible from the
taxable profit. The MFT is equal to 1% of turnover and the companies benefiting from the Investment code
are subject to this tax (Art 57 GTC). The minimum amount to be paid is 120 000 DJF

Rates
Resident companies

Corporation tax

——standard 25% (Art 56)
——rate for hydrocarbon activities 25%
Capital gains tax 25%

— ; . .
Dividends 5% according to the 2015 financial law

Resident individuals

Income tax 25%
Capital gains 25%
Dividends No withholding tax on dividend
Interest No withholding tax on interest
Royalties . .

¥ Taxed as ordinary income
Fees Taxed as ordinary income
Non-resident Individuals
Corporation N/A
tax

Capital gains  N/A
No WHT on dividends and interest.

Dividends No DTT.
Interest No WHT on dividends and interest.
No DTT.
10% if supplier has no TIN
Royalties 2.5% if construction contractor

5% in other cases (ART 71 a 74)

10% if supplier has no TIN
Fees 2.5% if construction contractor
5% in other cases
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RAES (CON )

Rates

Non-resident Companies

Corporation tax N/A

Capital gains N/A

No WHT on dividends
No WHT on interest

Dividends
Interest

10% if supplier has no TIN

Royalties

2.5% if construction contractor

5% in other cases

10% if supplier has no TIN

Fees

2.5% if construction contractor

5% in other cases

Individual tax

Monthly taxable income Rate |

Under 30 000 DJF 2%

From 30 000 DJF to 50 000 DJF 15%
From 50 000 DJF to 150 000 DJF 18%
From 150 000 DJF to 600 000 DJF 20%
Above 600 000 DJF 30%

Land contribution on built estates

It is levied on the annual rental value from the
sixth year following the year in which the building
was completed. The rates are:

From Oto 1 120000 DJF : 10%

From 1 120 001 DJF to 3 840 000 DJF : 18%
Above 3840 001 DJF : 25%

Transfer pricing and thin
capitalisation rules

There are no special transfer pricing rules in
Djibouti . However, the tax authority is allowed to
levy tax on any enterprise in Djibouti that has
carried out artificial transactions or appeared to
have transferred profit to a related entity located
abroad. A transaction may be considered artificial
where it does not appear to have been carried out
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at arm’s length.

In practice, the transactions between a company
and other related entities, must be justified and
substantiated with relevant supporting documents
to ensure they are not fictitious transactions. The
tax authority may also require a demonstration
that the services are necessary for the Djibouti
company'’s operations.

Djibouti has also no thin capitalisation rules.

Value added tax (VAT)

Shall be subject to value added tax (VAT)
transactions made in Djibouti by physical or leal
persons, under an economic activity other than
employee, Art.171.The new rate is 10% since the
financial law of 2015 .The 0% is applicable to the
exportation activity
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Redistration and stamp duty

Registration taxes are levied on acts
under private signature, public civil,
judicial acts , verbal leases , transfer inter
vivos or deaths , acts of companies,
except the acts that interest the public
administration , the embassy The rates
are : - proportional fee : 5% and 10 %-
Flat fee : 2000, 4000, 6000 DJF-
Progressive right (as setin the table in
the registration code ) Stamp duty is
levied on all papers for the civil, legal , all
written documents , formulas , except
the document of the public administration
The rates are : 200, 500, 1000 or 5000
DJF by sheet or by deed . (See code )

Double tax treaties (DTT)

No Double tax treaty signed by Djibouti at
the moment . Only bilateral agreement
with the united States.

Other taxes applicable in
Djibouti

Any company , whether domestic or
foreign , which carries on a trade ,
business or profession not included in the
list of exemption set out in the GTC or
any others particular text exemption is
liable to business licence duty It is a local
tax that should be paid by any person
engaged in trade or business in Djibouti .
Exception -some activities : i.e. fishing ,
activities of the States and certain public
establishments , - the company under
Investment Code

The rate is composed of a fixed and a
variable duty. Fixed rates as per a table
and variable as per rental value of the
property( stores, shops, factories,
workshops, warehouses, sheds, yards
and other premises used for the
performance of taxable professions,
including any kind of facilities) Art106
and Art.111.-
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Investment information
Investment rules

Djibouti's economy is based on service
activities connected with the country's
strategic location as a deep-water port on
the Red Sea or the foreign direct
investment in US, French and Japanese
ports. Djibouti is located in the Gulf of
Aden on a vital maritime corridor in the
trade between Asia and Europe as well as
the exploitation of oil

Djibouti provides services as both a
transit port for the region and an
international transshipment and refueling
center. Imports, exports, and re-exports -
primarily of coffee from landlocked
neighbor Ethiopia - represent 70% of port
activity at Djibouti's container terminal
Djibouti subsidiaries can be fully-owned
by foreigners.

Investment incentives

There are various tax incentives put in
place to stimulate investment

Investment code

Minimum investment required:
minimum investment amount : 5.000.000
DJFj (~ 28 000 US$) to benefit from the
regim A

minimum investment amount :
50.000.000 DJFj ( ~ 281 000 US$) to
benefit from the regim B
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[ype of DeNelits

REGIM A : Exemption from domestic
consumption tax (TIC) on the materials
and equipment necessary for the
realization of the investment program as
well as imported raw materials and those
used effectively during the first three
years by the approved company

REGIM B:

¢ Exemption from land tax for
construction of buildings for a period of
7 years;

e Exemption from tax on business profits
resulting from the approved activities,
subject to a maximum of seven years;

e Exemption from domestic consumption
tax for raw materials imported and
used in the first years;

e Authorized investments pursuant to
provisions of Plan B may be exempt
from the tax on building permits

Free Zone

"Free Zone," although the term only
applied to the port, Djibouti now levies
customs duties on most commodities.
The 42 acre Djibouti Free Zone has been
operational since 2004 and can house up
to 100 companies. In July 2012, the
government approved a new 57 hectares
free zone (Jabanaas Free Zone) just
outside of the capital.

Minimum investment required
conditions : the company has to export at
least 80% of its production .The benefits
of this regime remain valid for a period of
25 years and can be renewed

Type of benefits

The companies and operators individual
operating in free zones are not subject to
any direct or indirect tax or taxation
including income tax, except in respect of
VAT. For VAT purpose the entities of the
free zone are subject to the provisions of
the General Code taxes.
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Goods imported or manufactured in the
free zone are exempt from all customs
and tax liability, unless they are imported
into the customs territory of the Republic
of Djibouti. Thus, the flow in the local
market of goods from the free zone is
subject to the payment of duties and
taxes due on importation

This tax exemption is granted for a period
of up to fifty years, which run from the
date of issuance of the free zone license.

Exchanging and remitting
funds

In Djibouti there is free movement of
money and capital . Dividends out of
revenue and capital on disinvestment may
be remitted. It is just needed to justify it
by showing of the nature and validity of
the transaction.

In practice, the transfer of capital is
handled by the primary banks. Since the
sector was liberalised, banks do not need
authorisation from the central bank to
transfer funds abroad. There are no
exceptions to this freedom

Social security

Only Djibouti nationals are required to pay
for the social security and health (Caisse
Nationale de sécurité Sociale) foreign
employees which have the proof of
payment in another country do not require
to pay.

These contributions represent a rate of
19.7% of the salary of the
employeur.15.7% is borne by the
employer and 4% is retained on the
employee

There is a new law dated on 5 February
2014 dealing with a new system regarding
the contribution for an universal health
insurance: Contribution of 7% in total , 2%
in charge of the employee and 5% in
charge of the employer
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JIers

Exchange controls Currency

The Central Bank of Djibouti (CBD) is The Djiboutian franc is
responsible for defining, implementing and the currency of Djibouti. Its [ISO
monitoring the exchange regulations with 4217 currency code is DJF
regards to foreign currency transfers to or The DJF s linked to the dollars

from abroad relating to:

e Current operations defined by the Governor
of the CBD; and

¢ Capital transactions on net real proceeds of
the sale or liquidation of investments

made by importing foreign currency. The official language is French but a large
Any export of capital or operations other than  number of African languages are also spoken.
those mentioned above, the import and
export of gold and other precious materials C :
and any offsetting of debt with foreign Official hO||dayS
countries are subject to prior authorisation of
the CBD. 1 January (New Year's Day)
Any person may open, maintain and operate
a foreign currency account with an authorised Religious holidays

Languages

dealer. ¢ End of Ramadan (2 days)
e Feast of the Sacrifice
Res|dence and Work permrts ° Birthday of the Prophet (2 days)

All foreign citizens are required to obtain a * Islamic New Year

work permit, which is generally mandatory
when hiring foreigners in Mauritania.
Recruitment of foreigners requires the
approval of the Minister of Labour.
Residency permit is required for a stay up to
3 months in Djibouti.

Economic statistics

Prime interest rate

US$ exchange rate (February 2014)
Inflation rate (December 2013)
GDP (2013)

Travel Information

Visa Visas are required by all foreign passport
requirements holders, other than the following countries:

Flights A number of international carriers such as
Air France, Tunisair, Royal Air Maroc, Air
Algerie and Etihad fly into Djibouti
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