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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 commodities;

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 Préclamation may be cited as the “Ethiopia

APE  dpc EEYIBFIE” 4O Aadh 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/ “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;

9/ *“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;

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

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

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

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

14/ “person” means any physical or juridical
- person; '

15/ “spot contract” means an exchange trade
contract for immediate delivery of and payment
for the commodity

PART TWO
THE ETHIOPIA COMMODITY EXCHANGE

3. Establishm_ent

1/ The Ethiopia Commodity Exchange (hereinafter
‘the Exchange’) is hereby established as a
wholly state.owned market institution having
its own legal personality.

2/ 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.

. Supervising Authority

The Mmistry of Agriculture and Rural
Development shall be the supervising authority of
the Exchange.

. Head Office

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

. Purpose

- The 'purposes for which the Exchange is

established are:

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;

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;

Federal Negarit Gazeta No. 61 4" September, 2007... page 390!
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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.

3902
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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

Liability of the Exchange, Members, and
Third parties

1/ The Exchange shall be liable for any acts or

3/

4/

5/

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

The Exchange shall ::ic. Lo liable beyond its
total asset.

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

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. Organization of the Exchange

9ot ?,n a7 The Exchange shall have:

&/ CRLATCT NCLT 1/ a Board of Directors;

g/ h.”,: PG i RNLATLT AG 2/ -a Chief Executive officer; and

P/ RDLALD DALPTG wod T 3/ The necessary officers and staff.
L9 ¢ A

) 11. Composition of the board of Directors
. PRLLNTCT NCE PIPC p irecto

1/ The Board of Directors shall consist of

B/ PRRLNTET (CL hmdé Ki& KAt eleven members, of whom six, including

T}

P4t  APL7?T  ANANe? a9 C
g0t N°0L0ks A7T%09° A0
OANAT SATF A

the chairperson, are appointed by the
Ministry and five are elected by the
members.

g€/ PSo i ANLRTL £9°6 PTILAT 2/ The Chief Executive Officer shall be an
POC L hQA LIPGA:: additional ex-officio, non-voting, member
) of the Board of Directors.
£/ POCEL ALLATC Phavt @I PI°CH, ' )
Hav} w Ot Gav’t PG A PFI° PNCEL 3/ 'The term of appointment or election of-a
8 CLNT.  RILIS a9 Lo Board Director shall be for a period of
aavlP L AN three years. A Board Director shall be
eligible for reappointment or re-election.
~ ] e 4/ In order to maintain the continuity of the
o/ ?l'\C.(’. L -d’h'ﬂfﬁ‘ ey ALKl activities of the Board of Directors, the
W14 LnG -1 A" L:£77 ,MHHW terms of office of its Board Directors shall
;’32{;2;6&?:2:); Hoey QWL AN not expire at the same time.
5/ In the event of vacancy, the board of
&/ eACR AeontC 0F et ATLPHT Directors shall bring the matter to the

1 o faddo BLLATC
Ot+eaeo+ o9 (tavldallt -
A Qo RAIL.avlP PR LLNTFET NCE:
+458eF TLi0ES oL PICT MNPo
AQAT AT, Lot 91847 LTCAOTA::

. PRLLATCT ACE ~AMFS +90C

12.

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 vi virectors

The board of Directors shall have the power:

PELLATCET NCE PoLhHNT 220MTS ‘
and duties to;

0T BG4 AT

i/ appoint the Chief Executive Officer of th

5/ P9CT MED? PG /26 AR, Exchange;

LTI

g/ CrCT MLe) MALTT LENMEAT 2/ oversee the management of the Exchange:

i/ APTw- ¢ RNERL Tmé PO
BALOTF PPCT 9°LOS  AFF
ATL.U09° LPPUS ANAT w7 PO PAT

3/ approve the employment, assignment ar

- dismissal of the Officers of the Exchan

accountable to the Chief Executive offici
including their salaries and allowance;
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8/ Q0A~AMr (0LPa- PPCT M Por-
PP L7 0 LY 1Mo avw it P9°Ct
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g/ Q9°ct Mfo- PHNLI0- PATING
A% ~C%T QAN avhild
LLINNANT

IF/ PNC KT Adhd WI°CTF 0 P w4t 3T
ahhd aoCm LoavLOAT

10/ P9°CT NP7 QAN Aav9°Lt
P9LE PHALE DTLELTT PRRTIA:

PLRLLNTCT NCE DALYT

B/ PNCE BLLNECT ~éTo? 1100
PIPE MG 0T LTCUVTPA::
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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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&HE. e9°CT MMNLT o T 22. Exchange Contracts

5/ e9°CH+ Mea MWINCS 9°CHF IC 1/ The Exchange shall operate with spot and/or
0+eel o800 0L ©LLT future contracts in agricultural commodities.
19%.4.400  @-d°F AL tav G
Ll .

g/ POOCT MPar PICAT LLET IOCHk: 2/ 'l(“ihe Exc(:iha;lge sl;ezillldevelolz tfl:e grade l;)iasrs,

- ) . a0 . o -date and place of delivery of the commodities
:Z)‘I_;\l’(.;ﬂ’ﬂ .;t"l.’}’;g,};‘hr:t") rr?:]:fl}?:p%g\:f and other contractual terms for each contract.

AL, 24% MAT0-M+S AAFCONCTT 714,915 23. Grading and Certification
&/ ect  MNfo-  ANNPLa- ATLMLL 1/ The Exchange shall develop and maintain
 MNLT 9177 P0Ld: wLd +P0Lht Exchange approved grades and standards for
PUT RLEPT T PONAT Ll P A the purposes of trading on the Exchange.

g/ eect  MPfo-  LLE PTG 2/ The exchénge shall carry out grading and
PTUINT e PRTOTHA L9 AA certification or approve a third party to do the
POA1+E Ao LU e RIS same and to issue an Exchange produce
LLPHRAT APCT PNLT G477 PI°CF certificate for the purposes of Exchange
PINNC wldd T LAMA: : tradlng.

B/ Phitese .?.dﬁ'}"'-'f"} A L$ AT} 3/ The exchange shall carry out its duties under

. WEE  mamd  pramar  PhOFPRS this Article without prejudice to the Quality

. e Standards Authority of Ethiopia as the sole
i;‘yi’? 0 47"'3,"('; ?(] 9{:2‘::\(?,?] ¢ ';‘ {;]’::3 -~ government organ mandated to approve and
LT , +a ) declare Ethiopian standards.
RIPR CHAmT7 0T PhSo-F A }

8/ e;CT ,e,dp;').f\a'}dpqrp ngecer 'm,ea'»- 4/ Any third-party exchange-approved grading
+P0LyT PUT NVIT a9 POrT o1 and certification agents shall not engage in
oL tohf 0°CT Mfo 0§ commodity trading within or outside the
hect Mefo- o O9°CT PNLT Exchange.

16 PATGE W LT AT
R, QA 0P TINTIFT LAY 24. Warehousing and receipts

o

/

W)
~

0. INTIF av T LLATT COT WP
T e9eC T MNfo- PINCS PCHT Ph
NLt AANNTS PI°CAT HCHC hATSRCT
i Al T POP DT av DN TTNYLS
ANLE GA%TPT PI°CHT M Pa-T POPPT
hTVF LLATT avam Tt L TAAx:

N6.P ITIF av 20T RLNTT ~COT hPE
P CECE/IHRAE P rama-
POPOF TINTIF @ INTTFT PardamC
~AMNT ATL4tmOe PTT P9CT MPw-
eUNCG 9°CHT PO T AaMRTS PI°CHT

NHNCHC RATBLCT 746 ATLw e vats G- |

P9°ahC ol t aamt 0fL9° AINLE

AP PG MNPw-T POP LT TINTIF

LLATT avam T LT AA:

1/

2/

" warehouses to carry out

Without prejudice to Article 26 of the
Warehouse Receipts System Proclamation No.
372/2003, the Exchange may operate
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.




=

baolrth 104 DM hPC XE 1ch(h B 4 TUETY 9.9° Federal Negarit Gazeta No. 61 4" September, 2007.., page 39

L/

0

eI°CT ML (MHavGP LhT R, ¢-1214.
PICT  MPe PO TINIT RLOFT
NPaven, LTLPA 0LI° A4 POTT Ao
LUTr 0 RIAWL LAPAA

19°C-+ Mea- ++NLYT 1T POPPF
av 277 Py e vaty Go- A9°CF

Me-9° ¥y hCT MPo @ |

A9°CH INLT AT ALTAI:

RE. NELT 18,3 0LA7LE

&/

)
S~

=
~

PICTF ML NNA,»AMNY. avavl @ P
Caowlt PNLETFT Pl VVTYE
hao- L9 do-dS N7 Phege
avf 392.¢ ¢ oL N7r0+T 017
AL RS P1T Chh (7 LAKTIA::

AMATE A9°CTrT MNfo- Pa-0T L0
aw/4 WeeCt MPo IC e
YRS do-bS hao- P9°CT M Pa-

Phé.e avd.a?le 127t eah 1U10

Lhe

a°ct+ 1Mfa Po-NT LINTF aow/l
NeeIs L7377  ATINLATS 91977
ANAT Pode VVRITS 0-PS Ado-
PI°CT M Par PhG P avd a7l ¢ +%711

MG Pocn, TOMET? ATTLAT

Po-NAT ANy PRUG TN odf

\ A°CT M Pm- ﬂﬁﬂ)n.::

byl
~

Jos)
S~

o))

PI°Ct+  MfPo-  PREIRTSF  RAA

eNLT AR NPINLT b

POAIC I

PI°CF MNP NPINLT Pr ARLTS TS
ANA Poo PP RE9°G Ui av9pen,
N2 A &S MhANTCLR SOMA::

PG NPo-  PANATT  PavINee

A%9°G it a0IN\EPFT aow/ it
09124 1.3 T Rr1%.0m Pr7¢-

VI AATe- Phep  omLATle

+RYF avavl @ LAMA:

PG MNPa-G ANAL: Prode VT
AT PhEPe avd A e +R71+ THIN
WAL AAA 0L AA ANA oL9°
nect Mfo- QN 1AM 0L AA
O h 2PN PhANFCLRA oM 710
+ANL LT Navmdg® L9 avavy ¢ PF
AT5.LNTANG LELPLEATPA:

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.

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
A s
- 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

27.

require.
Risk Management
The Exchange shall, in accordance with the

authority’s Directives, establish and maintain the
following risk management systems:

I/ 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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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.

28. Disput;: 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(l) of this
~ Article shall, in particular, prescribe:

the qualifications and manner of

appointment of arbitrators;

the procedures of the

_proceedings: and

.the payment of arbitration related costs.

. a)

b) arbitration

c)

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

29. Security

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

30. Changes to the Operations of the Exchange

The prior approval the Authority shall be requir
to change the operations of the Exchange w
respect to:

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

2/ membership;

3/. fees;

3913
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4/ trading system,;

5/ contracts traded on the Exchange;
6/ market information dlssemmatlon
7/ clearing and settlement;

8/ dispute resolution; and

9/ security.

PART FOUR
MESELLANEOUS PROVISIONS

31. Power to issue Regulations and Directives
1/ The Council of Ministers shall issue
Regulations necessary for the 1mp1ementat10n

of this Proclamation.

2/ The Authority shall issue directives necessary
for the implementation of this Proclamation.

32. Inapplicable Laws
No law, regulation, directive or practice shall, in
so far as it is inconsistent with this Proclamation, .
be applicable with respect to matters covered
under this Proclamation.

33. Effective Date

This Proclamation shall come into force up on
Publication in the Federal Negarit Gazeta.

Done at Addis Ababa, this 4™ day of September, 2007

GIRMA WOLDEGIORGIS

PRESIDENT OF THE FEDERAL
DEMOCRATIC REPUBLIC OF ETHIOPIA




