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PROCLAMATION NO. 550/2007.

A PROCLAMATION TO PROVIDE FOR THE
ESTABLISHMENT OF THE ETHIOPIA
COMMODITY EXCHANGE

WHEREAS transforming the country’s agriculture to
market oriented production system has been envisaged by the
major policies of the government as critical tool for poverty
alleviation;

WHEREAS it is important to promote increased
participation of small agricultural producers by
providing up-to-date market information and enabling
them to negotiate better prices for their products;

WHEREAS to these ends it is found necessary to
establish an efficient, orderly and unified marketing
system for agricultural commaodities;

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

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

PART ONE
GENERAL
1. Short Title

This Proclamation may be cited as the “Ethiopia

APE P EFHTHEIB” 0 Amdn Commodity Exchange Proclamation No. 550/2007.”
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2. Definitions

Unless the context otherwise requires, in this
Proclamation:

1/ “clearing institution” means the Ethiopia
Commodity Exchange or domestic bank or
similar financial institution recognized by the
Ethiopia commodity Exchange Authority;

2/ “clearing and settlement” means the procedure
by which an organization acts as an
intermediary and assumes the role of a buyer
and seller for Exchange trade transactions in
order to reconcile orders between transacting
parties, and insures the physical or financial
settlement of the transaction;

3/ “authority” means the Ethiopia Commodity
Exchange  Authority  established  under
Proclamation No. 551/2007.

4/ “commodity” means a product which is
interchangeable with another product of the
same kind;

5/ “commodity exchange” means an exchange
where standardized commodity-linked contracts
are traded;

6/ “contract” means a standardized agreement to
buy or sell a specified commodity, detailing the
amount, grade and price of the commodity and
the date on which the contact will mature and
become deliverable for purposes of trading on
the Exchange;

7/ “data message” means information generated,
sent, received or stored by electronic, optical or
similar means including, but not limited to,
electronic data interchange, electronic mail,
telegram, telex and telecopy;
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8/

9/

10/

11/

12/

13/

14/

15/

“electronic signature’ means data in electronic
form, affixed to or logically associated with, a
data message, which may be used to identify
the signatory in relation to the data message
and to indicate the signatory’s approval of the
information contained in the data message;

“exchange actor” means any person recognized

by the Authority who engages in the business
of buying and selling exchange trade contracts
for others or for his own account;

“futures contract” means an exchange traded
contract to buy or sell a commaodity for delivery
of the physical good at a specified future date;

“margin” means the funds which must be
deposited by exchange actors as collateral for a
given transaction for the exchange;

“member” means any person that fulfills the
requirements of Article 8(1) of this
proclamation;

Ministry” means the Ministry of Agriculture
and Rural Development of the Federal
Democratic Republic of Ethiopia;

“person” means any physical or juridical
person;

“spot contract” means an exchange trade
contract for immediate delivery of and payment
for the commaodity

PART TWO

THE ETHIOPIA COMMODITY EXCHANGE

3. Establishment

1/ The Ethiopia Commaodity Exchange (hereinafter

2/

‘the Exchange’) is hereby established as a
wholly state owned market institution having
its own legal personality.

The Exchange shall have Members, with
permanent seats, who meet the necessary
requirements set out in article 8 of this
Proclamation.
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3/ The exchange shall be demutualized with a
separation of ownership, membership, and
management.

4/ The exchange shall be governed by this
proclamation, the proclamation to establish the
Commodity Exchange Authority No. 551/2007,
and other relevant laws.

4. Supervising Authority
The Ministry of Agriculture and Rural
Development shall be the supervising authority of
the Exchange.

5. Head Office
The exchange shall have head office in Addis
Ababa and may have branch offices elsewhere, as
may be necessary.

6. Purpose

The purposes for
established are:

which the Exchange is

1/ to create an efficient, transparent, and orderly
marketing system that serves the needs of
buyers, sellers, and intermediaries, and that
promotes increased market participation of
Ethiopian small scale producers;

2/ to provide a centralized trading mechanism in
which offers to sell and bids to buy are
coordinated through a physical trading floor
with open outcry bidding or an electronic
order matching system or both;

3/ to provide automated back office operations
to record, monitor, and publicly disseminate
information on Exchange transactions;

4/ to provide standardized grade-specific
contracts as the basis of Exchange trading;

5/ to conduct trading on the basis of product
grade certificates and guaranteed warehouse
receipts;




1%

Faige

booled 126 DM kPC EE pchO, BT 7 THEID 99° Federal Negarit Gazeta No.61 4™ September, 2007... page

3902

by

i/ LT QhaveMt 0oL ITave KL IPTFT
agodIn N9°CF MPo- PILhG T INLA
7 1905 Chn PovLages

Z/ ACACT OA9°AAT STl A%Thert
POLI 0T 2CY T avHC I E

L/ oPIP  UE alEPTT Am-

MPLNE

i/ PGt NP7 PANANET VA®SS
Mms"  AwéC Pt oo
A% 21T M eoT 1PCAN avpJ-TAT

I/ PhLD RPPC KOTRLCT  H1ETP

N84 NAmFPAL MEe »CoE: AL
ALD W78 LhAT avhahA:

hr A

PGt MNP PHéPLL NN ANC EF
TALT /U0 aof Y9PQ TN OV
NC 5 720977 /HnG 720977/ T7H0G
02L5+ +heaA:

A A0A T

8/ KON AGOVTF PULLAN 1T 0-9° -7

avavs ¢ avw/
IR AT om-+G

v/ NQA~»ANT
0202
P1T7T AT

a/ a0 of9° AdA Ao AA
09°C-1 0L ¢ P1T0"1¢-7

a7 LTCOT A\

PI°CT ML N.L5°Ma- V5P
avw /4 PG MNP N1R AAANGE
POt 9] aopaven, - 0AFo-
ANAT L4 A

bl
~

i/ N9°CT N Pw- LNIES N0A»ANT-
PoLd P9°CT MNPo Po-0T L7707
ARAATT A PULPRCY  avavl
FOFT LLYIVIN

o/ Qe Mfo- PP L0
Pravpa-ll? CANAY T avavl|§ P
PoeMA M @9® Ao PAOA

avpavss, A LFAA::

6/ to clear and settle all transactions conducted
on the Exchange to minimize default risk;

7/ to provide a mechanism for dispute resolution
through arbitration;

8/ to provide timely market information to the
public’

9/ to carry out market surveillance to ensure the
integrity of the members and of the market;

10/ to avoid Contingent risk to the market
through implementing risk management by
employing proper management mechanism;

7. Capital

The authorized capital of the exchange is Birr
250,000,000 (Two Hundred Fifty Million) of
which Birr 90,000,000 ( Ninety Million) is paid in
cash and in kind.

8. Membership
1/ A member shall be any person:

a) recognized as an exchange actor, under the
directives of the Authority; and

b) engaged in the trading of exchange
commodities either for his own account or
for the account of others.

2/ The Exchange shall have members with
permanent seats which are freely transferable,
subject to the terms and conditions that may be
prescribed by the Exchange.

3/ The Exchange rules and by-laws to be developed
by the Exchange and approved by the authority
shall ~set requirements necessary for
membership.

4/ Any person that fulfills membership
requirements set by the Exchange rules and by-
laws may purchase a membership seat.




b®uleth 126°F OHM kPG BB 7O, BT 43 THEIT 99 Federal Negarit Gazeta No. 61 4" September, 2007... page 3903

o

%/

AOA a7 (9°CT MPw- Po-0T
70 N-tavphtt a4 PP
paomd9® av(\- LATA::

AQATT DAt aoT (e 1é
nge°c-r 1Mewm- LarNPP1- avA)r
LAMA::

PGt M La-T PANAES PPOTE 015 T

TmpfErl

&/

z/

eI°CT MNPo- (719°7ET S L6N
TCEES w Lo A4 A a0
CCULT mLI° VL4 PP 1w

PG MNP hHY OJF hlavahel=t
IC  (FePH  ALPeITov-  pLAFT
Tmfd o7

v/ agecot Mew- PNLT 2CYTT

A/ WG M Pa- Pavls 1 Copl
»Co91T

d/ O9°Ct 1N W08 PoTTT
@ INTHT  PMINYT v NS
LLNETS T ™IT av NS
LLOAGT TnPaver,T

av/  ON9°CT MNP h7LOm- PLLES
PI°CT 9747148, ACLéN 1T

w/  N9°CT MPo- h°L0T o'+ PNG T
Chn-N hé.Ra9°7

PG MNP NI NLE AL (104
hLmPPI°::

ANAT PI°CHT 208+ @07
AL4.Zov NP4 AN AAe-  h7
aw ol Tm e LT A

AN+ (N"PFo- Fonde PoLwl Oo-
N Zavm-  CCUTT QL4 LI
LA T PE LT A

n°c-t+ Mew- ¢tavanlAto- o £9° h9°Ct+
Mea: IC Pre V7t o 21T
aINTIT PNV v IHTTF RLATTIS
PITYF oo INTT RLATT  PTIndaop
Mmer P08 PR4ES  PIPONCT T
MEIE, POLAMT NG LT P04 A ov
LI AN 2627 POLeNS - POt
15T A200 AAFeo-  oaTE T
aw /- mPE LU A

5/ Membership shall entitle a member of the
Exchange to exercise such rights and privileges
as provided under the Exchange rules and by-
laws.

6/ Membership shall, among other things, confer a
right to trade on the Exchange

9. Liability of the Exchange, Members, and

Third parties

1/ The Exchange shall be liable for any acts or
omissions of its officers, directors, and
employees.

2/ The Exchange shall be liable for any failures
relating to:

a) Exchange trading system;

b) Exchange information dissemination
system;

¢) Exchange-operated warehousing,
warehouse receipting, and warehouse
receipt central depository;

d) Exchange-operated grading and product
certification;

e) Exchange-operated clearing and
settlement

3/ The Exchange shall not be liable beyond its
total asset.

4/ The members shall be liable for the non
performance of exchange- trade contracts in
accordance with relevant law.

5/ The members shall be liable for acts,
omissions or failures of any agent acting on
their behalf.

6/ Third parties certified or affiliated with the
Exchange to perform  warehousing,
warehouse receipting, warehouse receipt
central depository, grading and
certification, clearing and settlement or
other functions shall be liable in
accordance with the relevant contracts and
laws.
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10.

11.

12.

Organization of the Exchange
The Exchange shall have:

1/ a Board of Directors;

2/ a Chief Executive officer; and

3/ The necessary officers and staff.

Composition of the board of Directors

1/ The Board of Directors shall consist of
eleven members, of whom six, including
the chairperson, are appointed by the
Ministry and five are elected by the
members.

2/ The Chief Executive Officer shall be an
additional ex-officio, non-voting, member
of the Board of Directors.

3/ The term of appointment or election of a
Board Director shall be for a period of
three years. A Board Director shall be
eligible for reappointment or re-election.

4/ In order to maintain the continuity of the
activities of the Board of Directors, the
terms of office of its Board Directors shall
not expire at the same time.

5/ In the event of vacancy, the board of
Directors shall bring the matter to the
attention of the Ministry or members of the
exchange so that another person is assigned
in the same manner as the Board Director
who has vacated his position

Powers and Duties of the board of Directors

The board of Directors shall have the powers
and duties to;

1/ appoint the Chief Executive Officer of the
Exchange;

2/ oversee the management of the Exchange;

3/ approve the employment, assignment and
dismissal of the Officers of the Exchange
accountable to the Chief Executive officer,
including their salaries and allowance;
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4/ approve the corporate plan and targets, Exchange
transaction fee structure, and risk management
strategy of the exchange:

5/ approve the re-investment of net profits into
specific activities or investments;

6/ propose to the Ministry to increase or decrease
the capital of the exchange;

7/ ensure that proper books of accounts are kept
for the exchange;

8/ submit books of accounts to the auditors of the
exchange;

9/ submit periodic financial reports and reports on
activities to the Ministry;

10/ prescribe and amend exchange rules and
requirements regarding membership, clearing
and settlement, and contracts traded on the
Exchange, subject to approval by the Authority;

11/ admit, suspend, or expel a Member of the
Exchange, according to the provisions of the
Exchange rules and by-laws as approved by the
Authority;

12/ ensure the proper functioning of dispute
resolution mechanism provided by the
exchange;

13/ select and assign its secretary from among the
exchange staff;

14/ appoint various committees to facilitate the
proper management of the exchange.
13. Liability of the Board of Directors
1/ Board Directors shall carry out their duties

with due care.

2/ They shall be jointly and severally liable to the
for damage caused to the exchange by their
failure to properly carry out their duties.
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3/ Notwithstanding Sub-Article (2) of this
Article a Board Director shall not be liable if
he has dissented from the decision of the
Board of Directors which caused the damage.

14. Procedure of meeting of the Board of Directors

1/ The Board of Directors shall have a meeting at
least once a month.

2/ The Chairperson shall call a meeting of the
board of Directors, at any time, in cases of
urgency or where at lest four board Directors
or as the Chief Executive Officer may so
request.

3/ The agenda of a meeting of the Board of
Directors shall, in advance, be communicated
to the Board Directors.

4/ There shall be a quorum where a majority of
members are present.

5/ The Board of Directors shall take decisions by
majority vote.

6/ Notwithstanding the provisions of sub-
article(5) of this Article, decisions on:

a) fees;

b) re-investment of net profits;

¢) appointment of chief Executive officer;

d) approval and amendment of Exchange
Rules;

shall be made with two-thirds majority vote

of the board Directors.

7/ The Board of Directors shall keep minutes for
every meeting, which shall be signed by each
Board Director present.

8/ Without prejudice to the provisions of this
Avrticle, The Board of Directors may adopt its
own rules of procedure

15. Power and Duties of the Ministry
The Ministry shall have the powers and duties to:
1/ appoint and remove Government representative

Board Directors;

2/ fix the allowances to be paid to Board
Directors;
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16.

3/ appoint external auditors;

4/ cause the allocation of the authorized capital of
the exchange

5/ approve audited financial reports of the
exchange;

6/ approve capital injection and net profit re-
investment plan of the exchange,

7/ evaluate the overall performance of the
exchange and submit studies regarding the
participation of the private sector in its
ownership to the council of Ministers;

8/ approve, in consultation with the Board, the
annual and long-term corporate targets of the
Exchange and follow up their implantation;
and,

9/ without prejudice to the powers and duties
given to the Board, perform other functions
necessary for the protection of the ownership
rights of the State.

Power and Duties of the Chief Executive
Officer

1/ The chief Executive Officer shall organize,
direct, and administer the Exchange.

2/ Without limiting the generality of sub-article
(1) of this Article, the Chief Executive
Officer shall have the powers and duties to:

a) employ, assign, and dismiss Officers,
subject to approval of the Board of
Directors;

b) employ and administer employees of
the Exchange, in accordance with the
internal rules of the Exchange and the
appropriate laws;

c) represent the Exchange in all its
dealings with third parties and in legal
proceedings brought by or against it;

d) keep proper books of accounts of the
Exchange, and open and operate bank
accounts of the Exchange;
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e) prepare and submit to the Board of
Directors the work programme and budget
of the exchange, and implement the same
upon approval;

f) enter into short-term loan contracts for the
purpose of raising working capital, borrow
money on a long-term basis with the
approval of the Board, and for those
purposes, pledge or mortgage the movable
or immovable property of the Exchange;

g) sell fixed assets that may not affect the
existence of the Exchange with the
approval of the Board of Directors;

h) delegate his powers to Officers and other
employees of the exchange to the extent
necessary for the efficient performance of
the activities of the exchange;

i) submit report to the Board of
Directors in the manner prescribed by
the Board,;

j) implement and cause the implementation
of the decision of the Board of Directors;
and

k) perform other activities assigned to
him by the Board of Directors.
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The Chef Executive Officer shall be liable, in
accordance with the law, for damages caused to
the Exchange either intentionally or negligently.

IZ. ¢17¢ hoveC 18. Operational Management
&/ e9°C-F 10w 1AATE Py 10Aav- ¢ 1/ The Exchange shall have an autonomous and
POYavl. @ ol RaPLC LG LPA:: professional management.
€/ N910kS avpfd WILAmMNP ST 2/ The Exchange shall have an independent
B PIOCT ML PL- PUT PLIH NhA salary structure, subject to approval by the
e @ P Ministry
hea yat PART THREE

PCt M Lo A iC

OPERATIONS OF THE EXCHANGE

I8, 0ARAT P26 have-C 19. Membership Management
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1/ The exchange shall maintain a registration and
identification of Members and a data base
recording their status.
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20.

21.

2/ The exchange shall enforce membership rules
as provided for under the Exchange rules and
by-laws.

3/ The Exchange shall operate a system of filing
complaints against Members and shall
maintain a record of such complaints that
shall be made available to the Authority.

_Trading and Trading System

1/ It shall be unlawful for a person who is not a
Member or a recognize agent of a Member to
trade on the Exchange.

2/ 1t shall be unlawful for a commodity to be
traded on the Exchange without the issuance
of an Exchange product certificate as to the
product quality and grade and of an
Exchange warehouse receipt as to the product
quantity, condition, and location of storage.

3/ The Exchange shall operate a single trading
system which matches offers and bids based
on open outcry on a physical trading floor or
an automated system for remote electronic
trading.

4/ The Exchange shall operate a back office in
which transactions on contracts are recorded
and which shall facilitate all matters related
to members’ trades

Market Information Dissemination

1/ The Exchange shall provide timely and
complete price information to the public at
large, through a variety of media.

2/ The Exchange may not withhold or delay price

information for any reason.

3/ The Exchange shall operate a public electronic
price information dissemination system.
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22. Exchange Contracts

1/ The Exchange shall operate with spot and/or

2/

future contracts in agricultural commaodities.

The Exchange shall develop the grade basis,
date and place of delivery of the commodities
and other contractual terms for each contract.

23. Grading and Certification

1

2/

3/

4/

The Exchange shall develop and maintain
Exchange approved grades and standards for
the purposes of trading on the Exchange.

The exchange shall carry out grading and
certification or approve a third party to do the
same and to issue an Exchange produce
certificate for the purposes of Exchange
trading.

The exchange shall carry out its duties under
this Article without prejudice to the Quality
Standards Authority of Ethiopia as the sole
government organ mandated to approve and
declare Ethiopian standards.

Any third-party exchange-approved grading
and certification agents shall not engage in
commodity trading within or outside the
Exchange.

24. Warehousing and receipts

1/

2/

Without prejudice to Article 26 of the
Warehouse Receipts System Proclamation No.

372/2003, the Exchange may operate
warehouses to carry out weighing and
inventory  management of agricultural

commodities and issues Exchange warehouse
receipts for the purposes of Exchange trading.

Without prejudice to the powers of the
Ministry to regulate warehouses under the
Warehouse Receipts System proclamation No.
372/2003, the Exchange may certify a third-
party warehouse operator to carry out
weighing and inventory management of
agricultural commodities and to issue
Exchange warehouse receipts for the purposes
of Exchange trading.
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3/ The Exchange shall maintain an automated
central depository of Exchange warehouse
receipts or approve a third party to do the
same.

4/ Any third-party Exchange- approved
warehouse operator shall not engage in
commodity trading within or outside the
Exchange

25. Clearing and Settlement

1/ The Exchange shall clear and settle all
transactions on the Exchange either clearing
internally with affiliated, recognized Clearing
Institutions or through third-party Clearing
Institutions, in accordance with the directives
of the Authority.

2/ Members shall maintain accounts with any of
the affiliated recognized Exchange Clearing
Institutions, in accordance with the Exchange
by-laws.

3/ Members shall grant written notice of Power of
Attorney to the Exchange authorizing the
Exchange to issue debit and credit instructions
to affiliated recognized Exchange Clearing
Institutions, for the purposes of clearing and
settlement, in accordance with Exchange by-
laws.

4/ The Exchange shall reconcile daily each
Member’s trading position on trading days.

5/ The Exchange shall generate a written and
electronic daily net obligation statement for
each Member on trading days.

6/ The Exchange shall, on the basis of the net
obligation statement, instruct the affiliated
recognized Clearing Institutions to settle the
obligations of the Members.

7/ The Exchange and Members shall be allowed
to give standing written instructions to
affiliated recognized Clearing Institutions to
authorize such institutions to transfer funds to
and from Member and Exchange Accounts
established in these same institutions for the
purposes of Exchange transactions, on the basis
of an electronic instruction.
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26.

217.

8/ Notwithstanding provisions of any law,
regulation, directive or customary practice
that requires a signature be handwritten in
order to have legal effect or enforceability,
signature requirement under Sub-Article (7)
of this Article is met if an electronic
signature is used to authorize fund transfers.

9/ Any Clearing Institution shall not engage in
trading activity within or outside the
exchange.

Market Surveillance

The Exchange shall, in accordance with the
Authority’s Directives, establish and maintain the
following market surveillance tools:

1/ market loss monitoring, which is a system to
track losses of Members:

2/ maximum open positions; which is a system
to avoid build up of open positions above
Exchange-specified limits:

3/ price spread limit, which limits allowable

price variation on a contract; or

4/ other similar tools as the Authority may
require.

Risk Management

The Exchange shall, in accordance with the
authority’s Directives, establish and maintain the
following risk management systems:

1/ member security deposits, a deposit which

determines each Member’s exposure:

2/ settlement guarantee fund, which guarantees
net settlement liability of the Exchange;

3/ margin requirements, a deposit that serves as
collateral for each transaction;

4/ trading exposure limits, which monitors
Member exposure relative to the security
deposit;
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28.

29

30

5/ daily settlement of net obligations on market
positions on trading days;

6/ delivery default penalties, which enforce
discipline in delivery of goods; or

7/ other similar systems as the Authority may
require.

Dispute Resolution

1/ The Exchange shall, subject to the approval of
the Authority, establish rules and procedures
for the resolution of disputes arising from
exchange transactions through arbitration.

2/ The rules of arbitration to be established by

the Exchange under Sub-Article(1) of this
Acrticle shall, in particular, prescribe:

2)
b)

c)

the qualifications and manner of
appointment of arbitrators;
the procedures of the
proceedings: and

the payment of arbitration related costs.

arbitration

3/ The Exchange shall provide secretarial services
for any arbitration proceeding to be conducted
pursuant to the provisions of this Article.

. Security

The Exchange shall provide and maintain a
system for protection of personal, financial, trade
and other data relating to the affairs of the
Exchange.

. Changes to the Operations of the Exchange

The prior approval the Authority shall be required
to change the operations of the Exchange with
respect to:

1/ the by-laws and rules of the Exchange;

2/ membership;

3/ fees;
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31. Power to issue Regulations and Directives
. RG avavi @ PTw- Nt AN

1/ The Council of Ministers shall issue

&/ LUULOTCET PRC T LUT APE Regulations necessary for the implementation
A“IN4.A9° PILLONLNT [ TIL of this Proclamation.
POMNNE

2/ The Authority shall issue directives necessary
€/ aaamy L7 hPe A%INL.AT° for the implementation of this Proclamation.
PILLNLNT O e PTG LT
32. Inapplicable Laws
. TERTLT £7LT &R T

No law, regulation, directive or practice shall, in

PHUT APE L7309 09l I Em-9° so far as it is inconsistent with this Proclamation,
M7 LT avavl P mPI° PR LG AL be applicable with respect to matters covered
Y  APE  (Olevdlrl 18T ae under this Proclamation.

14.27 11 QLT @-9°::
L hes @ 33. Effective Date

AP% £7050T 10,

This Proclamation shall come into force up on

LU APE 4Ll 17961 IHLM 1P Publication in the Federal Negarit Gazeta.
hoNNt 7 EI9°C P05 LUGTAs
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Done at Addis Ababa, this 4™ day of September, 2007

GIRMA WOLDEGIORGIS

¢ 0ALLSCLN
PRESIDENT OF THE FEDERAL

PATEH L 4.8.0AP SNEN0.CP DEMOCRATIC REPUBLIC OF ETHIOPIA
STAAN ToHATT




