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Directive No. 879/2022

Construction Works Joint venture Directive

In order to make the construction industry

internationally competitive, local contractors
and consultants from domestic contractors
and consultants and foreign contractors and
consultants to local contractors, consultants,
construction input manufacturers and building
investors, and

equipment knowledge

technology transfer, capital capacity,
manpower and Given the need for a legal
framework to enable others to work together
in a way that facilitates the importation of
others;

It is necessary to prepare a Directive for the
construction construction of Joint venture,
which is recognized by a third party.
Contractors and consultants of local
construction companies with local contractors
and consultants and foreign contractors and
consultants In view of the need to establish
to work with  local

a system together

contractors and consultants during the
bidding process for construction work in the

country.

The

Government Council Decree No. 11/1981 in

importance of implementing
conjunction with the construction industry as
a directive;

When creating a joint venture between Joint

Venture partners for a project objective, you
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need to create a fast and easy process that
is known to a third party and Also, when
the participants want to separate, they need
to create a quick and easy process that is
known to a third party

The preparation of the directive is timely and
necessary for the creation of internationally
competitive  knowledge and  technology
transfer, capital, manpower and others.
Contractors and consultants are being
harmed as the current trade law does not
protect the interests of local companies. The
Ministry of Urban and Infrastructure has
issued this directive in accordance with
Article 19 (4) of No.

1263/2021 and Aricle 4 (1) of the Federal

the Proclamation

Government Procedures Proclamation No.
1183/2020.
Part One
Genral
1. Short title
This directive may be cited as ‘“the

Construction Works Joint venture Directive”
No. 879/2021.
2. Defintion
In this the context

Proclamation unless

otherwise requires In this directive Unless
the context otherwise requaiers.

1) "Construction works of Joint
venture’means a joint venture at various

levels of the Local contractors in which
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Joint

they work with each other and / or with
foreign contractors, consultants and other
institutions.

"Memorandum of Understanding" means a
joint venture agreement between local
and foreign construction companies to
carry out effective construction work.
"Foreign Construction Enterprise" means
a construction company that is legally
imported from any country for construction

works and / or services and is registered

in accordance with the laws of the
country.

"Construction companies" mean
contractors, consultants, training and

teaching services or services, construction

input manufacturers and suppliers, and
construction suppliers and equipment
suppliers.

"Domestic Construction Companies"

means a construction company registered
in accordance with the law of the country
for construction works and/or services.
“Leading company” means the
Construction works of Joint venture When
the local and foreign companies create
an agreement, the local company is the
leader, but if the JV is made by the local
companies, the one who have better
capacity is the leader.

"Construction Input Manufacturer" means

a company that generally produces inputs
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for construction.

8) “Supervisor” means a  government-
appointed body to supervise construction
works.

9) "Minister or Minister" means the Minister
or Minister of Urban and Infrastructure
Development;

10) Person” means any natural or juridical
person.

11) Provision of  this directive set out in
masculine gender shall also apply in
feminine gender ;

3. Scope of application

This  directive  applies to  construction
companies establishing a construction joint

venture in Ethiopia.

4. Objective
Construction companies Joint Union Directive

has the following objectives:

1) Registered at different levels in the
countryEncourage local construction
companies to work together to increase
the efficiency of construction work and
services in a way that creates jobs for

citizens.

2) Create conditions for local construction
companies to work in coordination with

foreign construction companies;

3) Encourage local construction companies

to coordinate and build their capacity;
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4) Facilitate the creation of well-known third
party construction actors.

5) Establish a transparent, accountable and
equitable system of construction
companies.

6) In order to enable the transfer of
knowledge and technology, capital,
manpower and others to compete
internationally, to strengthen the capacity
created at home and to increase the
competitiveness of the country by going
abroad.

7) To create a competitive environment to
avoid foreign exchange expenditure by
supplying domestic construction inputs in
bulk to the domestic market.

8) Reduce business risk in the construction
industry and find a better market;

9) To overcome the shortage of foreign
exchange by importing foreign currency

Part Two

The formation of the joint venture, the

participants of the Joint Venture and the

fields of participation

5. Establishment of the Joint Venture

When the Joint Venture is formed, it must
contain the following:

1) Memorandum of Understanding (MoU)

2) Document in which you agree to work

together on a project.

3) A joint venture agreement certified by
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the relevant body in compliance with

domestic law;

4) Work permit issued by the relevant

body to work in the country;

6. The founders of the joint venture

The following organizations will be the

founders of the Joint Venture.
1) Construction companies at
levels in the country,

2)
small enterprise development

construction sector

companies registered in the country.

joint venture may engage and give

priority to other

associations, women and persons with

disabilities as subcontractors.

7. Fields of Participation of Joint Venture

The joint venture may participate in the

following fields;

1) General construction works and services
that import and create job opportunities
with

field

and

in the of  construction

knowledge technology
capital, manpower and modernization.
and

Construction works

provided in accordance with international

bidding law;

various

Joint Ventures engaged in micro and

in the

They are the first foreign construction

Subject to the provisions of sub-article
1-3 of this Article, the founders of the

construction

transfer,

services
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3) In the field of work where local

companies can work together to build

their capacity and reach the highest
level.

4) Construction works and services that
can  bring

capacity  building and

technology transfer as  well as
construction input products.

5) Participate in counseling, training and

teaching activities with the permission of

the appropriate institution.

8. Type and amount of contributions on JV

1) When construction companies engaged

in construction works and / or services
enter into a contract with the joint
venture, the type and amount of
contributions may be recorded in one of
the following:
a) with legal or foreign currency
allowed;
b) Inputs that can add value, such as
construction technology inputs, other
assets that can add value and

experience;

2) The type and amount of donations made

by foreign construction companies
a) Building Materials,

b) Foreign or domestic currency;
c) Construction

equipment,  vehicles,

knowledge and experience;

3) Contributions made by local or foreign

construction companies shall be in the
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form of legal tender and shall be

included in the contract.
4) The capital contributions and shares of
the participants of the joint venture shall
be by

in the contract of the joint

determined agreement and
specified

venture.

Part Three

Registration and cerification of the Joint

Venture

9. Registration

The construction work of any local or foreign
participant shall be commenced only if the bid
document is signed by the relevant body in
accordance with the form prepared by the
relevant body prior to bidding. The successful
bidder shall submit a memorandum of
understanding and register with the Ministry
and must also contain the following with the
application

1)
2)

Contract of the Joint Venture

The name and address of the Joint
Venture in accordance with their
agreement;

Individual business license issued by the
relevant body;

Proof that each member organization has
paid the current tax and its business
license has been renewed.

Duration of the project

6) The size, type and field of project involved;
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7) The type of contribution, the amount of
capital and the share of each member of
the Joint Venture;
When a member of a joint venture
becomes a member of more than one
Joint Venture, his or her membership
shall not be in conflict with the interests
of the projects;

Certificate of competency issued by a
member of the Joint Venture from abroad

in the country of origin and certified by

the renewed institution (Embassy /
Ministry of Foreign Affairs).
10)The  minimum share of members

authorized to form a joint venture in this
Directive shall not be less than 25% and
the number of members shall not be less
than 2%.

11) Evidence from a bank that at least forty
percent (40%) of the participants’ capital
contributions have been paid to the joint
venture.

10. Issuance of certification

1) For each project, the joint venture must
issue a registration certificate stating that
they are jointly registered.

2) A registered Joint Venture that meets

the requirements set forth in sub-article

1 of this Aricle shall be

certificate of registration upon completion

issued a

of the payment specified in Article 5 of
Regulation No. 478/2013.

10
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11. Certificate Renewal

renewed for an

the

The certificate may be

extended period of time, even if

completion period of the project is extended
for acceptable reasons.
12. Criterias for renewal

When it

registration certificate of a joint venture, it

comes to renewing the
should include the following:

1) Proof of extension from the relevant
department if the project is not
completed;

2) Evidence from the relevant body that
the work permit has not been
revoked or extended;

3) Renewed Qualifications

4) Proof of current tax payment and
renewal of business license

5) When it

certificate of

comes to renewing a
registration of a joint
venture, the payment for renewal
in accordance with
Aricle 10, Sub-Article 2 above.

Part Four

must be made

Conditions of Book keeping, Accounting and

completion of the joint venture

13. Accounting records

Any joint venture is generally accepted by
the country Accounting records should be
with  basic

organized in accordance

principles and practices.

11
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14. Appointment of Auditors

The joint venture appoints external auditors
annually at its members’ meeting It filters.

15. Opening a foreign currency bank account

The Joint Venture of Local and Foreign
Institutions shall open a domestic bank
account in accordance with the Ethiopian
Foreign Exchange Regulation; The
dissolution of the association and it's
account may be due to any of the following
reasons:

1) Upon termination of the Joint Venture in
accordance with the memorandum of
Joint Venture.

2) When the joint venture is unable to
continue its work due to loss for any
reason;

3) When the members of the Joint Venture
fail to fulfill their obligations under the
contract and cause the dissolution of
the Joint Venture.

4) When it is known that the Joint Venture
is unable to continue its work due to
incapacity,

5) In the event of the dissolution of the
joint venture for the reasons mentioned
in sub-article 1-4 of this Aricle, the
members of the Joint Venture shall
have the responsibility and obligation to
complete the project work which they
started.
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6) If a dispute arises as a result of the

dissolution of the Joint Venture, efforts
shall be made to resolve the dispute by
consensus among its members. If it
cannot be resolved by agreement, it will
be resolved in accordance with the law

of Ethiopia.

16. Dissolving and Auditing of the Joint

Venture

A joint venture may be dissolved and the

account may be audited for

any of the

following reasons:

1)

2)

3)

4)

Upon termination of the Joint Venture
in accordance with the memorandum of
Joint Venture.

When the Joint Venture is unable to

continue its work due to loss for any

reason;

When the members of the Joint
Venture fail to fulfill their obligations
under the contract and cause the

dissolution of the Joint Venture.

When it is known that the Joint Venture
is unable to continue its work due to
incapacity,

In the event of the dissolution of the
joint venture for the reasons mentioned
in sub-article 1-4 of this Article, the
members of the Joint Venture shall
have the responsibility and obligation to
complete the project work which they
started.
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6) If a dispute arises as a result of the
dissolution of the Joint Venture, efforts
shall be made to resolve the dispute by
consensus among the members of the
Joint Venture. If it cannot be resolved

by agreement, it will be resolved in
accordance with the law of the land.

17. Liability and accountability of the Joint

Venture

1) Failure to complete the projects
entered into by the joint venture shall
be jointly and severally liable for
losses incurred unless the extension
is approved by the relevant body;

2) If the joint venture does not carry out

the projects entered into in
accordance with the contract, it will
be liable for the losses incurred

according to the contribution of the
project;

3) In the event of a dispute before the
joint venture is completed, the lead
contractor shall continue to operate
responsibly;

4) The joint venture shall be liable for
up to 10 years, both individually and
collectively, in the event of damage to
the construction works completed by
the contract;

Part Five
Miscellaneous

18. Enforcement of other laws

The application of this Directive applies to
commercial law and other similar laws
It does not preclude the implementation of

the provisions.
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19.Improving the Directive

This policy may be revised whenever
necessary.

20. Effective Date

This Directive is effective from March

30/2022.

Mrs. Chaltu Sani
Minister of the Ministry of Urban and

Infrastructure Development
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