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Proclamation No. 12026
Agribusiness Companies Proclamation

WHEREAS, realizing that agriculture is a foundation for Ethiopia’s economic growth,
industrial development and job creation; and, as such, it is necessary to transition from the

traditional agricultural practices to a modern, competitive, and market-oriented system;

WHEREAS, it is crucial to organize and integrate smallholder farmers, pastoralists, and
agro-pastoralists into agribusiness companies in order to enhance productivity, ensure food

security and achieve inclusive economic growth;

WHEREAS, it is necessary to create an alternative institutional organization that enables
widening the business mindset of smallholder producers and enhancing their capacity for product
aggregation, value addition and market negotiation with the view to securing a commensurate

price for their products and ultimately facilitating their transition into medium scale investors;

WHEREAS, there is a lack of legal framework that enables enhancing the economic benefit of
smallholder producers by organizing them into companies and converting their land-use rights, livestock
resources, and labor into capital; and as such, it has become necessary to fill this legal gap and establish a

clear working system conducive for the growth of the sector;

NOW, THEREFORE, in accordance with Article 55 (1) of the Constitution of the

Federal Democratic Republic of Ethiopia, it is hereby proclaimed as follows:



SECTION ONE
General

1. Short Title
This Proclamation may be cited as “Agribusiness Companies Proclamation No. /2026

2. Definitions
In this Proclamation, unless the context requires otherwise:

1/

2/

3/

4/

5/

6/

7/

8/

9/

10/

11/

12/

“Farmer” means a natural person who is engaged in crop farming on his legal
landholding to sustain himself and his family;

“Pastoralist” means a natural person whose livelihood mainly depends on animal
production to support himself and his family;

“Agro-pastoralist” means a natural person whose livelihood mainly depends on crop
farming on his legal landholding and animal production to sustain himself and his family;
“Animal” means any vertebrate mammal, excluding humans, and includes bird, or
aquatic animals, and other invertebrates, such as bees and silkworms.

“Producer” means a farmer, pastoralist or agro-pastoralist engaged in the production of
seasonal or perennial crops, animal fishery or both production systems;

“Smallholding” means the size of landholding or number of animals held by a farmer,
pastoralist or an agro-pastoralist for sustaining himself and his family;

“Agribusiness” means the production and supply of agricultural inputs, as well as the
production, storage, transportation, processing, marketing and distribution of agricultural
products, and includes other related agricultural related activities;

“Cluster” means a method of production that includes the producing crop on adjoining
farmlands to enhance productivity and competitiveness of similar agricultural products in
an area or animal production in a village by smallholder producers settling close to each
other;

“Organizing Committee” means a group that is established with the approval of the
Ministry or appropriate authority, and engaged in convincing smallholder producer
individuals, groups or organizations to be organized into agribusiness companies, and
operates with the purpose of establishing an agribusiness company;

“Agribusiness Company” means an institutional organization that has legal personality
and established by smallholder producers, and enables them to widen their business
mindset and enhance their capacity for product aggregation, organization and market
negotiation, and to increase their income through agricultural products processing and
value addition, and ultimately improving their livelihoods and transitioning into medium
scale investors;

“Organization” refers to entities organized by smallholder producers in the form of
cooperatives or micro and small enterprises ;

“Advisory Board” means a group of advisors, who are not members of the company,
consisting of professionals who possess relevant educational qualifications and work



experience and provide strategic direction or professional advice to an agribusiness
company;

13/ “Member” means a person that has duly applied and been accepted for membership in an
agribusiness company by fulfilling the criteria for membership as stipulated under the
company’s memorandum of association;

14/ “Profit” means the amount of money obtained after the total expenses of an agribusiness
company are deducted from the company’s total revenue generated in a fiscal year;

15/ “Net Profit” means the amount of money obtained after the total expenses of an
agribusiness company, taxes, costs of depreciation and consumable assets are deducted
from the company’s total revenue generated in a fiscal year;

16/ “Distributable Profit” means the amount of money obtained after the losses in the
previous years are deducted from the net profit in a fiscal year, the company’s profits
previously calculated but remained undistributed, other additional incomes, and any
additional fund specially authorized by the general assembly to be paid from reserve
funds are added to the net profit in the fiscal year;

17/ “Ministry” means the Ministry of Agriculture;

18/ “Region” means any of the regions constituted in accordance with Article 47 of the
Constitution of the Federal Democratic Republic of Ethiopia, and includes the Addis
Ababa and Dire Dawa City Administrations;

19/ “Appropriate Authority” means a government institution authorized by a Region to
implement this Proclamation;

20/ “Person” means any natural or juridical person;

21/ In this Proclamation, any expression in the masculine gender shall also include the
feminine.

3. Scope of Application

This proclamation shall be applicable throughout the country.

4. Objectives of Agribusiness Companies

An Agribusiness company shall have the following objectives:

1/ Building an organizational system for smallholder producers to transition into medium
scale developers and improve their livelihoods, ; and modernizing the agricultural sector
and contributing to the realization of rural transformation;

2/ enhancing the production, productivity and income of smallholder producers by
facilitating the supply and accessibility of agricultural inputs and technology;

3/ improving the livelihoods of smallholder producers and enabling them to contribute to
the economic growth through aggregation of agricultural products in large quantity and
quality, and modernization and improved effectiveness of marketing and value addition
activities;

4/ Facilitating the supply and accessibility of finance, insurance, and technology for
smallholder producers to ensure their benefit from the services;



5/ expanding agricultural marketing and rural infrastructure, strengthening the linkages
between rural and urban centers, and the agriculture and industry sectors;

6/ enhancing the capacity of smallholder producers at all levels to improve their
knowledge, skills and bargaining power.

5. Fundamental Principles of Agribusiness Companies

Agribusiness companies shall follow the following guiding principles:
1/ Equality;

2/ Justice;

3/ Sustainability;

4/ Efficiency and cost-effectiveness;

5/ Cooperation;

6/ Inclusiveness;

7/ Transparency and accountability.

SECTION TWO
Formation, Registration and Areas o Operation of Agribusiness Companies

6. Formation of Agribusiness Companies

1/ An agribusiness company may be formed:

a) By smallholder producer individuals or organizations engaged in the agriculture sector,
or a combination of these entities;

b) When an organization engaged in cluster farming transforms itself into an agribusiness
company.

2/ Founding members of an agribusiness company shall be:

a) At least 300 members for crop farming;
b) At least 150 members for horticulture. animal production;

3/ A minimum number of founding members less than those indicated under sub-article (3) of
this Article, may be determined by a directive to be issued by the Ministry based on local
contexts and economic viability.

4/ An agribusiness company shall be established after collecting 25% of the payments for
declared share and its memorandum of association registered.

5/ The total value of shares sold in cash must be deposited in a block bank account opened in
the name of the agribusiness company under formation before the company is registered.

6/ Without prejudice to the provision of sub-article (5) of this Article, the money collected
from the members as registration fee shall be deposited in a bank account opened in the
name of the organizing committee and used to cover administrative costs when necessary.

7/ Where the value of shares is paid in kind, it must be ensured that the property paid in kind is
registered in the name of the company under formation, and that the title deed to the



property is prepared in the company's name as the circumstances may require, and it shall be
deposited in a place designated by the organizing committee.

8/ When an organization engaged in cluster farming become a member of an agribusiness
company, it shall be treated as a single member within the company.

7. Value of Shares and Amount of Capital

1/ The par-value of each share of an agribusiness company shall be equal.

2/ The par value of each share shall not be less than one thousand (1,000.00) Birr.

3/ The minimum paid capital of the company shall not be less than one million five hundred
thousand Birr.

4/ The value of share may increase over time when the General Assembly decides to make
changes to the value of shares.

5/ Where the primary agricultural activity the company is engaged in is crop farming, the
minimum number of shares a member can purchase is five; and where the primary
agricultural activity is horticulture or animal production, the minimum number of shares a
member can purchase is ten.

6/ Every member should fully pay the value of the minimum share and at least one-fourth of
any additional share the member pledged to buy, at the beginning of the formation of the
company and pay the remaining amount within two years from the date of the formation of
the company.

7/ No member shall hold more than fifteen percent of the total number of shares decided to be
sold by the General Assembly.

8/ The method for valuation of shares paid in kind shall be determined by a directive to be
issued by the Ministry.

8. Criteria for Membership

The following criteria should be fulfilled in order to become a member of an agribusiness
company::
1/ has attained 18 years of age;
2/ be represented by legal guardians, if minors or orphaned children;
3/ be a smallholder producer;
4/ be capable of purchasing the company’s minimum number of shares;
5/ be able to pay the registration fee in accordance with the decision of the Ministry or
appropriate body;
6/ has accepted the objectives of the company and be willing to fulfill the associated
obligations;
7/ fulfill the criteria specified in the regulations and directive issued for the implementation of
this Proclamation.
9. Establishing Organizing Committee

1/ An organizing committee of an agribusiness company shall be established with the
recognition of the Ministry or appropriate body.



2/ The committee shall have a minimum of five and maximum of 13 members.

3/ Members of an organizing committee can be from smallholder producers or from private
sector relevant to the objectives of agribusiness companies or a combination of these.

4/ Members of organizing committee who are smallholder producers may become members
of the company under formation.

5/ A person whose civil rights have been suspended by a court of law or who has committed
an offense during a similar task or responsibility in the past, cannot be a member of an
organizing committee.

6/ Governmental or non-governmental institutions can be engaged in awareness creation
regarding the importance of being organized into agribusiness companies.

7/ A professional, group or an institution that has provided study, professional support or
similar services to the organizing committee is not considered as an organizer.

10. Responsibilities of Organizing Committee

The members of an organizing committee are responsible for the following matters:

1/ promoting for smallholder producers to be organized into agribusiness companies, inviting
them to join the company, or operating with the purpose of establishing a company;

2/ ensuring that those who have registered for membership of the company have paid the
shares they purchased and the payment is deposited in the name of the company;

3/ ensuring that the shares paid in kind are valued in terms of money;

4/ ensuring that legal procedures and requirements are complied with in the process of the
formation of the company.

11. Remuneration and Reimbursement of Organizing Committee

1/ The expenses incurred by the organizing committee during the formation of company shall
be audited by an auditor and approved by the General Assembly to ensure that the expenses
were necessary for the formation of the company, and the expenses shall be reimbursed by
the company if it is higher than the amount of money collected for this purpose.

2/ If the company is not established due to whatever reason, those who have purchased shares
are not liable for the expenses incurred by the organizers.

3/ Issues regarding the remuneration for organizing committee shall be determined in a
directive to be issued by the Ministry.

12. Memorandum of Association

1/ Every agribusiness company shall have a memorandum of association for its establishment,
and a model memorandum of association may be prepared by the Ministry.
2/ The contents of the memorandum of association shall include the following:
a) The name, nationality, address of the members of the company, and description of the
fulfilment of membership criteria;
b) The name of the company, date of establishment, the location of its head office and
branch offices;



c) The objectives of the company;

d) The amount of the company’s capital and verification of the amount paid,;

e) The number of shares held and amount paid by each member of the company;

f) If shares are paid in kind, the valuation of the shares in terms of money;

g) A statement that the decision-making power of each member of the company is based on
the size of the land registered with the company and the amount of product the member
supplies to the company;

h) A statement detailing the criteria for membership, and causes for dismissal of the
members;

i) The procedure for transfer of shares;

j) The system for payment of dividends;

k) A statement detailing the number of members of the management board, their functions
and responsibilities, term of office, and the procedure for removal of the members;

I) The number of members of the control committee of the company, their functions and
responsibilities, and term of office;

m) The main functions and responsibilities and extent of liability of the manager of the
company and the conditions for appointment and dismissal of the manager;

n) The time and manner in which the performance and audit reports of the company are to
be presented to the General Assembly;

0) Matters related to the relationship between the management and the members of the
company or between members of the company;

p) Other matters agreed upon by members of the company in accordance with the provisions
of this Proclamation.

13. Registration

1/ Every agribusiness company shall be registered by the Ministry or appropriate authority in
accordance with this Proclamation.
2/ A company that applies for registration pursuant to sub-article 1 of this Article shall submit
the following documents and detailed information with its application:
a) Minutes of the meeting of the founders;
b) Three copies of the memorandum of association;
c) Names, addresses and signatures of the members of the management board,
d) A detailed document of business plan covering three to five years;
e) The amount of initial capital and a document confirming its collection and deposit in a
bank account;
f) an audit report prepared by a recognized auditor;
g) Description of the business places of the company;
h) Other information required in accordance with the directives issued for implementation of
this Proclamation.



3/ The Ministry or appropriate authority shall issue a certificate of registration upon
confirmation of the fulfillment of the criteria and requirements under sub-article (2) of this
Article.

4/ The organizing committee should complete the company formation process and submit it to
the Ministry or the appropriate authority within four months from the date of
commencement of the formation process.

5/ If it is not possible to have the company under formation registered by the Ministry or
appropriate authority within the time limit prescribed under sub-article (4) of this Article,
subscribers may, within thirty working days, request the return of their cash contributions
with interest or the return of their in-kind contributions.

6/ Any company legally registered in accordance with this Article may undertake other
activities related to its areas of operation along the agricultural value chain without a need
for additional registration.

5/ The company shall renew its registration every two years.

14. Name, Leqgal Personality and Liability of the Company

1/ Every agribusiness company shall have a name and brand mark.

2/ The name and brand mark of the company should not violate the law and contradict with
public morals.

3/ The company shall have legal personality starting from the date of registration.

4/ The liabilities of the members of the company shall be limited solely to their shares in the
company.

5/ The liabilities of the company shall be limited to the assets of the company

6/ The phrase "Limited Agribusiness Company" shall be added at the end of name of the
company.

15. Areas of Operation of Agribusiness Company

Agribusiness companies may be engaged in the following major activities:

1/ Supplying improved seeds, fertilizers, farming equipment, agrochemicals, animal inputs and
other similar agricultural inputs and equipment;

2/ Producing agricultural products and inputs, and purchasing, aggregating, grading, managing,
searching for markets and creating linkages, and supplying the products and inputs to
domestic and international markets;

3/ Processing, storing, preserving and packaging products, preparing packaging materials,
establishing rural industrial processing plants and undertaking other value addition
activities;

4/ Importing and exporting technologies for crops, livestock, natural resource development and
use, land preparation, irrigation and post-harvest, production of forest products and food
processing;

5/ Providing training, education, maintenance, agricultural extension, advisory and animal
health services relevant to the areas of operation of the company, supplying spare-parts,



producing and supplying technologies suitable for agriculture and rural development , and
undertaking related study and development activities;

6/ Providing warehouse and product packaging and processing facilities, transportation and
logistics, and other agricultural logistics and infrastructure services;

7/ Generating, developing, transmitting, or distributing alternative small-scale renewable
energy required for facilitating agribusiness operations;

8/ Identifying, developing, infrastructure-building, supplying and administering water
resources required for irrigation, domestic use, and other agribusiness activities;

9/ Actively participating in enhancing environmental and natural resource conservation and use;

10/ Promoting a culture of saving among its members, expanding the supply and accessibility
of financial resources for members of the company, providing credit services and increasing
access to insurance coverage for members;

11/ Participating in various investments related to agriculture independently or in collaboration
with domestic or foreign investors;

12/ Undertaking production activities by acquiring agricultural land through investment, lease
or rent;

13/Acquiring land through contract from members who are unable to develop the land for
various reasons, and developing and administering the land based on the willingness of and
contract with the landholders;

14/ Establishing linkages and cooperation with domestic and international institutions that have
similar objectives;

SECTION THREE
Management and Administration of Agribusiness Companies

16. General Assembly

1/ The General Assembly of an agribusiness company is the highest body that makes final
decisions and constituted by all members of the company.
2. The General Assembly shall have the following main functions and responsibilities:
a) reviewing and approving the work and asset utilization plans and performance of the
company;
b) appointing and dismissing the chairperson, deputy chairperson, secretary and other
members of the management board;
c) appointing and dismissing auditors as deemed necessary;
d) reviewing and approving the reports of the management board and auditors;
e) determining the number of shares to be sold to the members and the price of each share;
f) determining the net profit distribution;
g) approving the company’s memorandum of association and regulations, and amending the
same when deemed necessary;



i) making decisions on establishing linkages and cooperation with institutions that have
similar objectives, which may enable achievement of the company’s goals;

j) examining and approving loan agreements presented by the management board;

k) making final decision on the division, merger or liquidation of the company;

I) determining the responsibilities of the members of the management board,;

m) examining and approving budget in accordance with the company’s plan.

17. Meetings of the General Assembly

1/ The General Assembly shall have ordinary and extra-ordinary meetings.
2/ The ordinary meeting of the General Assembly shall be held once a year and the agenda shall
be set by the management board.

3/ An extra-ordinary meeting of the General Assembly may be called:

a) When one-third of the members of the general assembly request in writing for a meeting
to be called;

c) When the management board believes that there are matters requiring urgent decision of
the general assembly.

4/ When an extra-ordinary meeting of the General Assembly is requested in accordance with
sub-article 3 (a) of this Article and the management board fails to issue a call, the Ministry or
appropriate authority shall issue the call. In such cases, the meeting shall be considered as an
extra-ordinary meeting of the general assembly called by the management board.

5/ There shall be quorum for the meeting of the General Assembly when:

a) more than half of the total members or their legal representatives are present, if the
meeting is an ordinary meeting;

b) more than two-third of the total members or their legal representatives are present, if the
meeting is an extraordinary meeting.

6/ Where a quorum is not constituted after two rounds of notice have been issued to the
members to hold a meeting of the General Assembly, the assembly shall be held on the third
notice with the members present.

7/ The time and location of every meeting of the General Assembly should be announced in the
way that the call can reach all members at least seven consecutive days in advance of the
intended date of the meeting.

18. Voting

1/ Without prejudice to the provisions stipulated under Article 46 regarding company
merger and division and Article 47 regarding company dissolution, any decision of the
company shall be approved by a majority vote.

2/ A member of a company shall have a minimum of one vote

3/ Without prejudice to the provision of sub-article (2) of this Article, a member of an
agribusiness company may have more than one vote in the company. In such case, the
vote shall be determined by the size of land the member registered with the company, and
the amount of product he supplies.
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20.
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4/ The allocation of vote based on the size of land member registered with the company,
and the amount of product he supplies in accordance with sub-article (3) of this Article
shall be determined by the directive to be issued by the Ministry.

5/ Any member of the company must attend the meeting and vote in person; however, if the
number of members of the company exceeds six hundred, voting may be cast through
delegation. The manner of delegation shall be determined by a directive to be issued by
the Ministry.

6/ Where a producer organization is a member, it shall cast its vote through its
representative.

Establishment of the Management Board

1/ The members of management board shall be elected from among the members of the
company by a majority vote of the General Assembly.

2/ The members of management board should be at least five and at most nine;

3/ At least two female members of the Company should be included in the management
board;

4/ The management board shall have a chairperson, a deputy-chairperson, and a secretary to

be elected by the General Assembly.

Criteria for membership of the management board

A person shall meet the following requirements to qualify for membership of the board:

a) be of good moral character;

b) no record of conviction for committing criminal offenses while serving as a promoter,
board member, manager, or auditor or holding any other managerial position or under
any other circumstance; and

c) compliance with requirements set by the memorandum of association or other laws.

A member of the management board may be dismissed where it is established that the
member used his powers in a way that causes conflict of interest with that of the company
and directly or indirectly obtained undue benefit.

Without prejudice to the provision of Sub-Article (1) (c) of this Article, a member of board
who has committed the fault under Sub-Article (2) of this Article shall be barred from
serving as a board member of any business organization for two years starting from the date
of the establishment of the fault.

Functions and Responsibilities of the Management Board




1/ The detailed functions and responsibilities of the management board shall be determined

in the memorandum of association of the company,

2/ Without prejudice to the provision of sub-article 1 of this Article, the functions and

responsibilities of the management board shall include at least the following:

a) executes the plans and decisions approved by the general assembly;

b) submits annual work plans and budgets to the general assembly for approval,

c) admits new members to the company;

d) calls the meetings of general assembly;

e) causes preparation of short, medium and long-term strategic plans and submits for
approval by the general assembly;

f) determines the amount and facilitates the provision of credit to the members in
accordance with the memorandum of association, and monitors repayment of the
credit;

g) ensures the sustainability of the company’s financial supply;

h) identifies risks that could threaten the existence of the company, evaluates them, and
implements appropriate risk reduction strategy;

i) performs other responsibilities assigned by the general assembly.

22. Replacing Members of the Management Board

1/

2/

3/

Where there are vacancies in the management board, the remaining board members shall
submit the matter to the general assembly within thirty working days; the term of office
of the replacement members shall expire at the same time as the term of office of the
remaining board members.

Where all board members have resigned, the members of the Control Committee must
call a meeting of the general assembly within 30 (thirty) working days from the date such
event occurred.

the Control Committee shall administer the company until the general assembly convenes
and elects board members in accordance with sub-article (2) of this Article; the activities
carried out by the Control Committee during this period shall be audited by external

auditors.

23. Term of Office of the Members of the Management Board

1/ The term of office of a member of the management board is three years with the possibility of
being reelected for two consecutive terms.

2/ Without prejudice to the provision of Sub-Article (1) of this Article, , a member of the
management board, who has been dismissed after completing two consecutive terms, may be
re-elected for one last term after one additional term has passed.



3/ A member of the management board can be removed at any time by a decision of the general
assembly

24. Meeting and Quorum of the Management Board

1/ Meeting of the management board shall be held at least once quarterly.

2/ There shall be quorum for the meeting of the management board if more than half of the
members are present.

3/ The agenda for the meeting shall be set by the chairperson and the secretary and should be
shared with the members of management board at least seven days before the date of
meeting.

25. The Chairperson of the Management Board

The chairperson of the management board shall have the following main functions and
responsibilities:

1/
2/
3/
4/
5/
6/

7/

8/

9/

Assigning jobs to the members of management board individually or in group;

Executing decisions made by the general assembly and the management board;

Ensuring that the administrative structure of the company enables the control of its
financial statements and position

Establishing and implementing adequate procedures to control the risk exposure and
internal processes of the company;

Initiating a debt restructuring or reorganization system, or bankruptcy proceedings in
cases where the company’s ability to pay debts decreases or it stops paying its debts;
Calling an extraordinary meeting of the general assembly based on the decision of the
board, if the company loses three-fourth of its main capital due to losses;

Ensuring that minutes of the meetings of the general assembly and the management
board, accounting records, records of the members and the management board, and other
necessary documents are kept properly;

Presenting annual performance report, including financial activity, to the general
assembly;

Submitting requests for the meeting of general assembly to the management board for
decision in accordance with this Proclamation or the memorandum of association;

10/ Ensuring that reserve funds are established and maintained in accordance with the

decision of the general assembly;

11/ Performs other responsibilities as may be assigned by the management board.
26. The Deputy Chairperson of the Management Board

The deputy chairperson of the management board shall have the following main functions and
responsibilities:
1/ Acting as chairperson of the management board in the absence of the chairperson of the

board;

2/ Performing other responsibilities assigned or delegated by the chairperson.



27. The Secretary of the Management Board

The secretary of the management board shall have the following main functions and
responsibilities:
1/ Prepares agenda for the meeting of the management board, in collaboration with the

chairperson;

2/ Ensures that the information and records of the company are organized and kept properly;
3/ Provides reports and other necessary information to the relevant bodies;
4/ Organizes the meetings of the general assembly and the management board;
5/ Performs other responsibilities assigned by the management board.

28. Establishment of the Control Committee

The establishment of the control committee of an agribusiness company shall be as follows:

1/The members of the control committee of the company shall be selected by the general
assembly from among the members of the company;

2/ The control committee shall have three members and be accountable to the general
assembly;

3/ The term of office of the members of the control committee is three years and no member
shall be reelected for more than two consecutive terms;

4/ The members of the control committee can be dismissed at any time by the general
assembly;

5/ A member of the control committee, who has been dismissed after completing his term,

may be re-elected after one year.

29. Functions and Responsibilities of the Control Committee

The control committee shall have the following functions and responsibilities:
1/ controls that the company’s funds and assets are properly utilized;
2) monitors that the various activities of the company are conducted in accordance with the
law, the company’s memorandum of association and regulations
3/ executes decisions specifically assigned by the general assembly

4/ performs other responsibilities assigned by the general assembly

30. The Manager



1/ The manager of the company shall be presented by the management board and appointed by
the general assembly.
2/ The manager of the company shall be accountable to the management board.
3/ The manager of the company shall have the following functions and responsibilities:
a) entering into agreement on behalf of the company and representing the company at court
of law;
b) administering the financial affairs of the company and ensures that payments effected
duly;
¢) making sure that financial records of the company are presented to external auditors on
time;
d) managing all day-to-day operations of the company and signs on behalf of the company;
e) formulating new business ideas and approaches useful for enhancing the capacity of the
company, and executing them when approved by the management board;
f) representing the company in its relations with third parties, unless there is a contrary
provision in the memorandum of association of the company;
g) performing assignments given by the management board, and executing the decisions of
the board;
h) preparing the work plan and budget of the company, submitting it to the board, and
implements it when approved,
1) hiring and dismissing employees of the company when authorized by the management
board,;
j) leading and managing employees of the company;
k) performing other assignments specified in the memorandum of association of the

company.

31. Liabilities of the Manager
1/ The manager shall be liable in accordance with the applicable laws for the damage he

causes to the company in violation of the provisions of the memorandum of association.

2/ The manager shall pay any loss incurred by the company due to his manner of decision-
making.

3/ The provision of sub-article 2 of this Article shall not apply to a manager who can prove
to the appropriate body that he carried out his responsibility with due care and diligence.



32. Dismissal of the Manager

1/ A decision to dismiss the manager shall be presented by the management board and
approved by the general assembly.

2/ One of the employees of the company or the chairperson of the management board shall
act in place of the dismissed manager until another manager is appointed.

3/ The management board shall present a nominee to the general assembly and cause the
appointment of another manager within 30 days to replace the dismissed manager.

33. Advisory Board

1/ An agribusiness company shall have an advisory board based on the decision of the
general assembly.

2/ Notwithstanding the provision of sub-article 1 of this Article, those companies which
don’t have the capacity to pay for advisory board or companies which are beginners or
have repeatedly suffered losses are not obliged to have an advisory board.

3/ When it is believed that a company should have an advisory board, the criteria for
selection of the members of the board, the number of the members, composition of their
qualification and their benefits shall be determined by the general assembly.

4/ The advisory board shall be accountable to the general assembly.

5/ Individuals who share the objectives of the company, have the required qualifications,
and interested in working with the company may be nominated for membership of the
advisory board from various institutions and representatives of local communities.

6/ Individuals who are nominated in accordance with sub-article 5 of this Article shall be
presented by the management board for appointment by the general assembly.

7/ The term of office of the members of the advisory board shall be three years with the
possibility of reappointment for one additional term.

8/ The advisory board shall provide advisory services primarily to the management board
and the general assembly, and the members of the board shall have no executive,
administrative, or decision-making roles.

9/ The detailed functions and responsibilities of the advisory board and other related matters
shall be determined by a directive.

SECTION FOUR
Rights and Obligations

34. Rights of the Members

The members of an agribusiness company shall have the following rights: -
1/ participating in the general assembly, expressing their ideas, electing and being elected:;
2/ requesting an extraordinary meeting of the general assembly to be called in accordance with
Article 17 sub-article (3) of this Proclamation;
3/ sharing in the profit of the company;




4/ purchasing shares representing the rights of ownership in the company;

5/ purchasing shares and selling to other members or transferring them to heirs;

6/ getting supply of agricultural inputs and technologies, credit, marketing, advisory and other
services by fulfilling the necessary requirements;

7/ accessing information regarding the operations and administration of the company;

8/ purchasing new shares issued by the company.

35. Obligations of the Members

The members of an agribusiness company shall have the following obligations:

1/ providing advance notice ninety days prior to the intended date of withdrawal, if the
member decides to withdraw from the membership of the company;

2/ complying with the memorandum of association of the company and decisions passed by
the general assembly;

3/ supplying agricultural products in accordance with the contract signed with the company;

4/ refraining from taking part in fraudulent and dishonest activities that cause damage to the
good name and reputation of the company,

5/ refraining from embezzling the assets of the company, paying debts or fines on time,

6/ refraining from making undue use of the commercial secrets of the company for personal
benefits or sharing them with others, and other similar activities that harm the interests of
the company;

7/ complying with the provisions of this Proclamations and the regulations and directives
issued for its implementation

36. Termination of Membership

1/ The membership of a member of an agribusiness company may be terminated on one of the
following grounds:

a) When a member submits a request to withdraw from the company;

b) When a member breaches the obligations stipulated under Article 35 of this
Proclamation, and the general assembly decides to terminate the membership based on a
proposal from the management board,;

2/ Any member whose membership is terminated shall have their rights protected in
accordance with the memorandum of association of the company.

3/ A member who decides to withdraw from membership may apply to rejoin the company
after one year, and the management board may decide to readmit the member.

4/ A member whose membership is terminated due to breach of obligations stipulated under
Avrticle 35 of this Proclamation may be readmitted after one year by the general assembly,
if the member applies for readmission.

5/ A member whose membership is terminated due to conviction for committing a criminal
offense related to the company may be readmitted based on the decision of the general
assembly two years after termination of the membership, provided that he submits an
application for readmission.



6/ The administrative penalties or termination of membership in accordance with this
Proclamation do not relieve a member from liabilities under other relevant laws.
37. Obligations of Agribusiness Companies

Agribusiness companies shall have the following obligations:

1/ operating with due respect to the principles and objectives of its establishment;

2/ providing the services needed by the members in accordance with plans and schedules;

3/ distributing profits to the members annually;

4/ respecting and protecting the rights of employees in accordance with the laws of the
country;

5/ paying taxes and other payments due to the government on time in accordance with the
law;

6/ complying with its memorandum of association, this Proclamation and the subsequent
regulations and directives;

7/ providing the necessary information and reports to the concerned bodies.

SECTION FIVE
Effects of Share, Profit Distribution and Reserve Funds

38. Effects of Share

1/ Each share entitles the shareholder to the right to receive dividend from the profit and the
remaining net assets in case of dissolution of the company.

2/ Each member has the right to receive profit dividends and assets upon dissolution of the
company proportional to the value of the share that the member paid to the company.

39. Transfer of Share

1/ Any transfer of shares for whatever reason should be made in writing.

2/ Shares shall be transferred only between the members of the company.

3/ Shares may be transferred among members without restriction.

4/ The transfer of share among members shall be at the par value of the share as it appears in
the records of the company.

40. Inheritance of Shares

1/ The heirs of a deceased member of an agribusiness company shall have the right to become
the members of the company.

2/ If the heirs of the deceased member do not want to become members of the company, they
shall be paid from the reserve fund the value which the shares of the deceased member
represent in the assets of company based on the final statement of assets and liabilities.

3/ If the company does not have a distributable reserve fund to pay the heirs in accordance
with sub-article (2) of this article, the company shall provide security that it will pay the
amount with legal interest within one year from the date the payment is requested.



41. Distribution of Profit

1/ The annual net profit shall be divided among the members of the company after the amount
decided for reserve fund and any amount to be deducted in accordance with the
memorandum of association are deducted.

2/ The profits shall be divided among the members taking into consideration the number of
shares held by each member, the volume of products the member supplies to the company,
and the services used by the member.

3/ From the criteria stipulated under sub-article (2) of this Article for distribution of profit, the
amount of profit derived from the number of shares held by each member shall not be less
than 40%.

4/ 1f an audit report confirms bankruptcy of the company, the profit amount is low, there are
planned investments or there are debts to be paid, the general assembly may decide that the
profits not be divided.

5/ 1t may be decided in the memorandum of association that a fixed or periodic interest shall
be paid to the members even if the company does not have annual profit.

42. Reserve Fund

1/ The amount decided for reserve shall be deducted in advance from the net profit indicated
in the profit and loss statement and transferred to the reserve fund.
2/ The reserve fund shall include the following:
a) The reserve fund amount determined by a directive issued pursuant to this Proclamation
or the memorandum of association of the company;
b) Any reserve amount determined by the general assembly, other than the reserve fund
fixed by a directive or the memorandum of association of the company.

43. Increasing Capital

1/ The capital of the company shall not be increased without the approval of the general
assembly.

2/ The capital of the company can be increased by issuing new shares or by increasing the
value of the existing shares.

3/ The general assembly, if it decides to increase the capital, should also decide on the method
for increasing the capital.

SECTION SIX
Merger, Division and Dissolution

44, Merger

1/ Merger of company means an operation whereby two or more agribusiness companies merge
into one either by one of them acquiring the rest or two or more agribusiness companies
forming a new company and merging into the new one.



2/ In case of a merger through formation of a new company, two or more agribusiness
companies transfer all their assets and liabilities to the new company they formed and cease
to exist without liquidation of assets. Members of the dissolved companies shall be issued
with replacement shares in the new company.

3/ In case of merger through acquisition by an existing company, one or more agribusiness
companies transfer all their assets and liabilities to another preexisting company and cease to
exist without liquidation of assets. Members of the acquired companies shall be issued with
replacement shares in the acquiring company.

4/ An agribusiness company undergoing liquidation for dissolution may merge with another
agribusiness company before distribution of assets takes place.

45. Division

1/ Division of company means an operation whereby an agribusiness company ceases to exist
without account liquidation by transferring all its assets and liabilities to more than one
preexisting or newly formed agribusiness companies.

2/ Division through incorporation into existing companies means an operation whereby an
agribusiness company ceases to exist without account liquidation by transferring all its assets
and liabilities to more than one other preexisting agribusiness companies.

3/ A division through the formation of a new company means an operation whereby an
agribusiness company ceases to exist without account liquidation by transferring all its
liabilities and assets to new companies established by itself.

4/ Members of the company that is divided shall be issued with replacement shares in the
companies which acquired the assets and liabilities of the divided company.

46. Decisions on Merger and Division

1/ Decisions regarding merger or division of an agribusiness company shall be approved if it is
supported by the vote of two-third of the members present at the meeting of the general
assembly.

2/ Decisions regarding merger or division of an agribusiness company should be provided, in
writing, to all members and creditors of the company one month before the decisions are
made.

3/ Notwithstanding any contrary agreement in the memorandum of association or any other
contract, any member or creditor of the company who does not consent to the decision of
merger or division may, within one month from the date of receiving a copy of the decision:

a) If a member of the company, terminate his membership by transferring his share to any
other member of the company;

b) If a creditor of the company, demand the payment of funds he provided to the company
depending on the circumstances.

4/ Any member or creditor of the company who fails to communicate his disagreement within
one month shall be deemed to have accepted the decision.



5/ Decisions regarding merger or division shall not be effective, if they are made before the
expiry of the one-month period mentioned in sub-article (3) of this Article.

6/ The merger or division of a company shall become effective when the registration of the
former company is cancelled and the registration of the company created by the merger or
division is entered in the register.

7/ The plan, report by independent evaluators, and other relevant information about the merger
or division must be kept at the head office and branches of the company one month before
the general assembly is convened to approve the decision of merger or division.

8/ If it is not possible to provide members of the company that ceased to exist due to division or
merger with shares proportional to the shares, they held in the company that ceased to exist,
those members shall be paid compensation in cash proportional to the value of the shares
they couldn’t be given.

47. Dissolution of Agribusiness Companies

1/ An agribusiness company may be dissolved for one of the following reasons:

a) When the general assembly of the company makes decision for dissolution supported by
the vote of two-third of the members present at the meeting;

b) When a court orders dissolution of the company;

c) If the number of the members of company falls below the number specified in Article 7
of this Proclamation and no new members join within three months;

d) When the Ministry or appropriate authority, based on the result of the financial audit of
the company, confirms that the company is insolvent to the extent that prevents its
continuation, and this is approved by the general assembly.

2/ When the general assembly decides to dissolve the company for whatsoever reason, it shall
notify the Ministry or appropriate authority within seven days from the date the decision
was made.

48. Appointment of Liquidators

1/ When an agribusiness company is decided to be dissolved in accordance with sub-article 1
of Article 47of this Proclamation, the Ministry or appropriate authority may appoint a
liquidator.

2/ Upon appointment, the liquidator shall start the liquidation task immediately after taking
possession of the records, documents and assets of the company.

49. Powers and Functions of the Liquidator

1/ The liquidator may sell the assets of the company, represent the company in court, settle
disputes through agreement or arbitration, collect payments to the company, and pay debts.

2/ If the assets of the company are deemed insufficient to pay its debts, the liquidator shall
collect any unpaid value of shares from the members.



3/ The liquidator may not divide the assets of the company among the members until all the
debts of the company have been paid to the creditors or an amount sufficient for payment
of the debts have been deposited in court.

50. Payment to Creditors

1/ Creditors whose names appear in the book of account shall be notified of the dissolution of
the company in writing and requested to submit documents proving the amounts they
claim.

2/ Payments to the creditors of the company shall be made in accordance with the statement of
assets and liabilities prepared by the liquidator at the beginning of his work as liquidator.

3/ Sufficient amount of funds shall be deposited in court to cover the debts of the company
which have not yet matured or are disputed.

51. Final Statement of Assets and Liabilities

1/ After the debts of the company are paid, the liquidators shall prepare a final statement of
assets and liabilities showing the percentage of the remaining assets to be received by each
member of the company.

2/ The liquidator shall determine the distribution of assets stated under sub-article (1) of this
Article, taking into account whether the members have fully paid the value of their shares
and any preexisting rights associated with the members.

3/ The final statement of assets and liabilities signed by the liquidator and the report by
auditors shall be deposited with the Ministry or appropriate authority.

4/ The final statement of assets and liabilities shall be deemed approved, if no member files
objection with the court within three months from the date the statement is deposited.

5/ After the final statement of assets and liabilities is approved, the liquidator shall ensure that
the company is cancelled from the commercial register.

SECTION SEVEN
Incentives and Support for Agribusiness Companies

52. Incentives

1/ Agribusiness company shall be exempt at any time from taxes payable on imported
agricultural technologies and inputs, vehicles, spare parts and construction materials that
are necessary for its undertakings.

2/ 1t shall be given priority in accessing the foreign currency required for importing the items
and inputs listed under sub-article 1 of this Article.

3/ Members of agribusiness companies shall not pay income tax on the income they earn by
selling agricultural products or from profit dividends. However, the agribusiness
companies shall pay income tax on the revenues they make, in accordance with the income
tax proclamation.



4/ Appropriate legal action shall be taken against agribusiness companies found to have used
items provided through incentive or to have imported such items for purposes other than
intended or necessary for their undertakings.

53. Support

1/ The management board and members of an agribusiness company shall be provided with
capacity building trainings and trained manpower support from local and abroad.

2/ The company may be provided with the necessary infrastructures, revolving funds and
other similar support from the concerned governmental and non-governmental bodies.

3/ The regional states and city administrations shall allocate the land necessary for the
operations of the company.

4/ The companies shall receive other similar supports according to a directive to be issued by
the Ministry.

SECTION EIGHT
Powers and Duties of Executive Organs

54. Powers and Duties of the Ministry

The Ministry shall have the following powers and duties:

1/ lIssue a certificate of registration to the companies that fulfil the criteria required in
accordance with this Proclamation and the subsequent regulations and directives;

2/ Facilitate access to credit financing for the company;

3/ Facilitate the supply of agricultural inputs independently or in collaboration with relevant
stakeholders;

4/ Provide technical and skill-based trainings for the members and the management board;

5/ Facilitate for the companies to get subsidies and incentives based on relevant studies;

6/ Create awareness and provide advisory services to the management and members of the
companies to ensure that they focus on market-oriented agricultural products;

7/ Monitor, supervise and take appropriate measures to ensure that the operations of the
companies comply with their memorandum of associations and other relevant laws.
Details shall be determined by a directive.

55. Powers and Duties of Appropriate Authority

The appropriate authority shall have the following powers and duties:
1. Issue a certificate of registration to the companies that fulfill the criteria, in accordance
with the delegation by the Ministry;
2. Raise awareness, and provide skill-based trainings and other necessary support and
follow-up to ensure that smallholder farmers, pastoralists, and agro-pastoralists are
organized into agricultural business companies;



Facilitate linkages between agribusiness companies and financial institutions to enable
the companies to access credit services;

Provide study-based support for the development of infrastructure necessary to facilitate
and streamline the daily operations of the agribusiness companies.

SECTION NINE
Audit System of Agribusiness Companies

56. Internal Auditor

The internal auditor of agribusiness companies shall:

1/
2/
3/
4/
5/
6/
7/
8/
9/

be hired in accordance with the memorandum of association of the company

be accountable to the general assembly;

verify the accuracy of financial records;

evaluate the efficiency and effectiveness of operational procedures;

safeguard the assets of the company;

identify potential risks and provide recommendations for improvement of weaknesses;
verify execution of operational plans through performance reports and field monitoring;
submit independent audit report to the management board and the general assembly;
advise on organizing documents for external audit processes and monitor compliance
with such advisory recommendations;

10/ conduct pre-audit planning, field examinations and data analysis;
11/ promote ethical practices and establish whistleblowing mechanisms;
12/ monitor the implementation of corrective measures taken based on previous audit

findings and report the status of such measures to the general assembly;

13/ maintain the confidentiality of the secrets of the company.

57. External Auditor

An external auditor of agribusiness companies shall:

1/

2/

3/

4/

5/

be appointed in accordance with the regulations of the company and government
procedures;

be selected by the management board and the internal auditor and approved by the
general assembly;

submit a written report of his findings to the general assembly and shall appear in person
to provide clarifications;

cooperate with relevant government institutions when requested to provide clarifications
regarding the audit report;

be duty-bound to maintain the secrets of the company.

SECTION TEN
Financial Sources, Credit and Investment of Agribusiness Companies



58. Sources of Finance

1/ Agribusiness companies shall have internal and external sources of financial resources
2/ The internal financial sources include:

a) The value of the shares collected from members;

b) Profits generated from the sale of products or services;

c) Profits obtained from investments of the company;

d) Reserve funds of the company
3/ The external financial sources include:

a) Loans from financial institutions;

b) Alternative financing options obtained without advance payment for the acquisition

of capital goods used in the production and processing;

c) Government subsidies and incentives;

d) Grants and development funds;

e) Contributions from non-governmental organizations and foundations.

59. Credit Services

1/ The management board shall facilitate for the member of the company to access credits in
kind or cash for their activities related to the functions of the company in accordance with
the memorandum of association;

2/ The criteria for credit approval, the maximum limit of the credit and the repayment
schedule shall be determined by the internal regulations of the company.

60. Investment

1/ In order to achieve its corporate objectives, an agribusiness company may, based on the
decisions passed by its general assembly:
a) Acquire shares in other companies;
b) Establish subsidiary company;
c) Purchase shares in joint ventures;
d) Enter into investment agreements with any legal corporate entity.

2/ Detailed records of investment agreements entered into pursuant this Article must be
maintained in a dedicated register and reported to the Ministry.

3/ The particulars to be recorded under sub-article 2 of this Article shall be determined by a
directive to be issued by the Ministry.

SECTION ELEVEN
Miscellaneous Provisions

61. Conversion to Agribusiness Company

1/ Any legal entity established by smallholder producers may be converted to an
agribusiness company upon the majority vote of its members and the subsequent
amendment of its memorandum of association.



2/ The decision to convert such a legal entity to an agribusiness company shall be formally
communicated in writing to the Ministry or the appropriate authority.

3/ This Proclamation shall fully apply to the new agribusiness company formed through
conversion.

4/ The members who disagree with the decision for conversion shall have the right to
withdraw from the entity by selling their shares to the company.

62. Rights of Creditors

1/ When organizations of smallholder producers are converted to agribusiness companies in
accordance with Article 61 of this Proclamation, all rights and obligations of the
preexisting organization shall be transferred to the new agribusiness company effective
from the date the amended memorandum of association is registered.

2/ Upon the registration of the amended memorandum of association, the new agribusiness
company shall immediately notify the creditors of the preexisting organization in writing
to submit their claims. Unless a counter-objection is raised, the new agribusiness
company shall be recognized as the successor debtor for the creditors of the former
organization.

3/ ,The agribusiness company shall be obliged to settle the claims of creditors who oppose
the conversion pursuant to sub-article (2) of this Article or if unable to pay immediately,
to provide adequate security.

4/ The general manager of the agribusiness company shall ensure that the notice of
conversion is published in a newspaper of wide circulation.

63. Applicability of Other Laws

Any law, custom or practice contrary to the provisions of this Proclamation and the
subsequent regulations and directives shall not be applicable to the matters related to
agribusiness companies provided for in this Proclamation.

64. Amendment of Memorandum of Association

1/ The memorandum of association may only be amended in accordance with a decision passed
by the general assembly.

2/ The decision to amend the memorandum of association shall be approved only if it is
supported by the vote of three-fourth of the members present at the meeting.

3/ If the memorandum of association is amended in accordance with this Article, a copy of the
minutes of the meeting of the general assembly where the decision was passed should be
registered within 30 days with the body authorized to register and administer agribusiness
companies.

65. Dispute Resolution

1/ Any dispute in connection with the formation, management, or operation of an
agribusiness company shall be settled by arbitration or conciliation in accordance with



Proclamation No. 1237/2021, provided that the parties to the dispute have entered into a
written agreement to resolve the matter through arbitration or conciliation.

2/ The resolution of a dispute shall be subject to arbitration or conciliation proceedings only
where the dispute pertains to liquidated debt, a guarantee claims against a principal
debtor, or a claim arising from the non-delivery of products.

3/ Any party aggrieved by an arbitral award rendered pursuant to this Article may, in
accordance with Article 49 of Proclamation No. 1237/2021, lodge an appeal to the
Federal First Instance Court, if the matter arises at federal level, or to the Regional High
Court, if the matter arises in a regional state.

66. Power to Issue Requlations and Directives

1/ The Council of Ministers may issue regulations necessary for the implementation of this
Proclamation.

2/ The Ministry may issue directives necessary for the implementation of this Proclamation
and the regulations issued pursuant to this Proclamation.

67. Effective Date

This Proclamation shall enter into force as of the date of its publication in the Federal Negarit
Gazette.

Addis Ababa, ----------- 12026
Taye Atske Selassie
President of the Federal Democratic

Republic of Ethiopia



