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Directive No. B78/2022

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 manufaciurers and bullding
equipmant knowledge  and
technology  transler,  capital  capacity,
manpowar and Given the need for a legal
framework to enable others to work together
in a way that facilitates tha importation of
athars;

Il Is nacessary to prepare a Directive for the
construction construction ol Joint venturs,
which is recognized by a third party.

and consultants of local
construction companias with local contractors
and consultants and foreign contractors and
consullants In view of tha need to establish
a system fo work togethar with (ocal
contractors and consultants . during the
bidding process for construction work in the

country.
The importance of

invesions,

Contractors

implementing
Govermmant Councll Decres Mo, 11/1881 in
conjunction with the construction industry as
a directive;

When creating a joinl venture beatwoen Joint
Venture partners for a project objective, you
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nead to create a fast and easy process that
iI5 known 10 & third party and Also, whan
the participants want to separale, they need
o create a quick and easy process that is
known to a third party

The preparation of the directive s timely and
necessary lor the creation of Intamationally
compatitive  knowledge and  technology
transier, capital, manpower and othears.
Contractors and consultanls are  being
harmed as the curenl trade law does nol
protact the interests of local companies. The
Ministry ol Urban and Inlrastructure has
Issued this directive in accordance with
Anticle 19 (4) of the Proclamation No.
1263/2021 and Article 4 (1) of the Faderal
Government Procedures Proclamation  No,
118372020

Part One
Genral
1. Short fitle
This directive may be citad as “the

Construction Works Joint venture Directive”

No. 879/2021.

2. Defintion

In this Proclamabion unless the context

otherwise requires in this directive Uniess

the context otherwise requalers.

1) "Construction works of Joint
venlure"means a joint venturs at varous
levels of the Local contractors in which
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d)

4)

3)

7)

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

*Memorandum of Undamstanding” means a
batwean local
and loreign construction companies to

joint  venture agreement

carry out affective construction work
"Foreign Construction Enterprise” means
a construction company that is legally
imported from any country lor construction
works and [ or services and |s registered
in  accordance with the laws of the
country,

“Construction companias®
contractors, consultants. tralning and
teaching services or sarvices, construction

mean

input manufacturers and suppliers, and
construction
suppliars.
"Domestic  Construction  Companies®
means a construction company registared
in accordance with the law of the country
lor construction works and'or services,
“Leading company” means tha
Construction works ol Joint veanture When
the local and foreign companies create

suppliers  and eguipmant

an agreement, the local company 5 the
leader, but if the JV iz made by the local
companies, the ong who have botier
capacity is the leader.

“Construction Input Manufacturer® means
a company that generally produces inpuls
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for construction.

8) "Supervisor
appointed body to supervise construction
works.

g9) “*Minister or Minister® means the Minister
ar Ministar ol Urban and Infrastructure
Development,

10) Parson® means any natural or juridical
person.

11) Provision ol
masouline gender shail

maans a government-

this directive set oul in

alzo  apply in
feminine gender ;

3. Scope ol application

This directive dapplles to  construction

companies establishing a construction joint

vantura n Ethiopia.

4. Objective

Construction companies: Joint Union Directive

has the following objectives:

1) Raegisterad at
countryEncourage

diffzrent  levels in  the
local  construction
companies o work togather o increass
the efficiency of construction work and

sarvices in & way that creates jobs for

citizans.

TR i Ty gy b ontis | 2) Create condiions for local construction
Wk epcl oC 4973 EF ey sk companies to work in coordination with
T foreign construction companigs;

3) rh =17 Al PO R TN 1YL | 3} Encourage local construction companies
Ty P PG Wiy to coordinate and build their capacity,
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4) Facilitate the creabon of well-known third
party construction aotors.

5} Establish a transparent, accountabls and
equitable systom of  construction
COMpPanies.

) In order to enable tha transfer of
knowledge and technology, capital,
manpower and olhas 0 compete
internationally, o strengthen the capacity
created al home and to increase the
compeatitivenass of tha country by going
abroad.

7] To creata A competitiva anvironment 1o
avold foreign exchange expendiure by
supplying domastic construction inputs in
bulk to the domestic markel.

B) Reduce business risk in the construction
industry and find a better markat;

8) To overome the shorage of forsign
axchange by imporfing forsign curmancy

Part Two
The formation of the jeint venturs, 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 ol Understanding (Mol)

2) Document in which you agree 1o work
togethar on a projact

3) A joint venture agresment cerified by
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the relevant body in compliance with
domestic faw;

4) Work parmit [ssued by the melevant
body to work in the country;

6. The founders of the joint venture
The lollowing organizations will ba the
founders of the Joinl Venture.

1) Construction companies at wvarious
levals in the country,

2) Joint Ventures engaged In micro and
small enterprise development in the
construction sector

3) They ara the first foreign construction
companias registerad in the country.

4) Subject to the provisions of sub-article
1-3 of this Asticle, the lounders of the
joint venlure may angage and give
priority 1o other
associations, women and parsons with
dizabilities as subcontractions.

7. Fields ol Participation of Joint Venturs
The joint venture may participate in the

lollowing liekds;

construction

1) PR havpi s henX | 1) General construction works and services
Wrey thedae Peae  SPA WG that import and create job opportunities
HemG®  WOEC  HE @f  WIC avhr in the field of construction with
ML e Pavd B N"LATE knowledge and technology transier,
hina g P &N PUT AL capital, manpower and modemization.
T T o e o 2) Construction works and  sevices

2} AT ONMPE Pl Ty e provided in accordance with intemational
e LNy PPN bidding law.
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3)

a)

2]

in the fheld of work whers
companias can work logether to build
thelr capacity and reach the highest
leval.

Construction works and services that
can bring capacity building
technology  transfer as
construction input products,
Participate in counseling, training and
leaching activities with the pammission of
the appropriata institution.

local

and

well as

8. Type and amount of conirbutions on JV

1)

2)

3)

When construction companies engaged

in construction works and / or services

into & contract with the joint

venture, the type and amount of

contributions may be recorded in one of

the following:

a} with legal or loreign currency
allowed;

b} Inputs that can add value, such as
construction technology inputs, other
assels that can add value and

entar

axpariance;
The type and amount of donations mads
by foreign construction companias
a) Building Materals,
b} Foreign or domestic currency,
¢} Construction equipment,
knowledge and exparence;
Contrbutions made by local or loreign
consiruction companies shall be 0 the

vehiclas,
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form of legal tender
included in the contracl.
4) The capital contibutions and shares of
the participants of the joint vanture shall
be daterminad

and shall be

by agreemant and
specified in the contract of the |oint

vanture,
Part Threa
Registration and certification of tha Joint
Ventura
9. Registration

The construction work of any local or loreign

participant shall be commenced only if the bid

documeant & signed by the relevam body in

accordance with the lomn prepared by the

ralevant body prior to bidding. The succassful

bidder shall submit a memorandum of

undarstandinig and register with the Ministry

and must also contain the following with the
fica

1) Contract of the Joinl Venture

2] The name and address of the Joint
Venture in acoordance with their
agreement;

3) Individual business license issued by the
relevant body;

4) Prool thal each member organization has
paid the current tax and s business
license has been renewed.

5) Duration of the project

B) The size, type and lald of project invelved,
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71 The type ol contribution, the amount of
capital and the share of sach membaer of
the Joint Venture;

B) When a member of a joint vanture
becomes a member of mome than one
Joint Venture, his or her membership
shall not be in conflict with the interssts
ol the projects;

9) Certificate of competency Issued by a
member ol the Joint Venture from abroad
in the country of orgin and cerified by

tha rmenewed instituion (Embassy
Minisiry of Foreign Affairs).
10)The minimum share of members

authorized 1o form a joint venture in this
Directiva shall not be lass than 25% and
the number ol membears shall not be less
than 2%.

11} Evidence from a bank thal at least forty
percent (40%) of the participants' capital |
contributions have been paid to the joint
venture,

10. Issuance of certification

1) For sach project, the joint venture must
izsue a registration cerificata stating that
they are jointly registered.

2) A registered Joint Venture thal meets
tha requirements sat forth in sub-article
1 of this Aticle shall be issued a
certificate of registration upon completion
ol the payment specified in Aficle 5 of
Regulation No. 478/2013,
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11. Certificale Renewal
The cerificate may be renewed lor an
axtended percd o
completion perod of the project s extended
lor acceptabla reasons.
12. Criterias for renewal
Whan @& comes
registration cerificate of a joint venture, it
should include the lollowing:

1] Prool of extension from the relevant
department il the project is not
complated,

Evidance from the relevant body that
the work parmil has nol been
revoked or axtended,

Aenewad Qualifications

Proof of current tax payment and
renawal ol business license

5 Whan it comes 1o renewmg &

ceificate ol registration ol a joint
venture, the payment for renewal
musli be made n accordance wilh
Articla 10, Sub-Article 2 above.
Part Four
Conditions of Book keeping, Accounting and
completion of the joint venture
13. Accounting records
Any joint venture is generally accepled by
the country Accounting records should be
organized in accordance with  basic
principles and practices.
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14. Appointment of Auditors

The joint venture appoints extamal auditors

annually at its mambers' meeting It liles,

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 o any of the lollowing

TEAS0OMNs:

1) Upan termination of the Joint Ventura in
accordance with the memorandum of
Jaint Venture,

2) When the joint wventure Is unable 10
continue its work due to loss for any
FeASON;

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

4) When it s known that the Jolnl Venture
= unable to continue itz work dus to
Incapacity,

3) In the event of the dissolution of. the
joint venture for the reasons mentionad
in sub-article 1-4 of this Aricle, the
mambars of the Joint Venturse shall
have the responsibility and obligation to
complete the project work which they
started.
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6) If a dispule anses as a result ol the
dissolution of the Joint Venture, sffors
shall be made to rescive the dispute by

i n

cannot be resolved by agreement, i will
be resolved in accordance with the [Ew
ol Ethiopia.
16, Dissolving and Auditing of the Joint
Venture

A joint venture may be dissolved and the

for any of the

consansis among s members,

account may ba audied
following reasons:

1) Upon termination of the Joint Venture
in accordance with the memomndum ol
Joint Venture,

2) When the Joint Venture is unable 1o
continue Its work due to loss lor any
eS0T,

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

4) When it is known that the Joint Venture
is unable to continue it5 work dus 1o
mcapacity,

5) In the event ol the dissolution ol the
joint venture for the reasons mentionad
in sub-article 1-4 ol this Article, the

Venture shall
have the responsibility and obligation to

membars of the Joint

complete the project work which they
started,
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B) N"14ls. enidh PREET hbor 0 B) If a dispute arises as a resull ol the

Lé&me  hhen il 077405 04T dissolution of the Joint Venture, efforts
P AEgrl NIRAD TéT shal ke made: (o msoive te. dspus by
ERELSIM L e gmy- PR o consensus among the membars of the
Y- il ATEEP a7 anwdd Joint Venture. i # cannot be resolved

by ageement, it will be resolved in
aoiddu PIT A

accordance with the law of the land,
17. 0 "T00% SALYE AT dm e 7 al oi

1) P s PN TeERET Veatum
Ne-& -k FHAT@ L APMTEE Did 1} Failure to complete the projects
FLIL PEY e Lenaliclee Wha entered Into by the joint venture shall

Aéam WAFLN AAE+C ATLECH be ity medd “severly leble for

losses incurred unbess the exlension
is approved by the relevant body:

ErS Al 2) i the joint venture does not carry oul

2) P24 " PINOTed TOERET the projects entered Into  in

il - LBLE accordance with the contract, it will

Mar - o EERT I b Bebla e e i bicairad

ATeEERE AL ARéder  TAG according 1o the contribution of the

AIBPen P onm} FmPd LUFTAL project;
3 In the event ol a dispute belore the

g Mgy Iy MHSmaA it

G T joint venture s completed, the lead
Wi Ldmc emd ECEE contractor shall continue to operate
Fedee} N2ALY T PO TAML responsibly;

&) 2 " Ood BN AmSEPTe 4 Fp‘am}":‘: Eﬁ*ﬁmgzdiﬁzﬁ;
M hEPTF e AL RRT collectivaly, in the event of damage to
LECH N7a9 7y H5ma Aah 10 the construction works comploted by
Gemd Elh FmPE BIPSAIL the contract,

hEa A it Part Five
_AR AR BT Miscellansous

18, fahe T 0 F LRyt 18. Enforcement of other laws

PILY emoug @ g AR emPa (PTE WIS The application of this Directive applies to

OadT madg ME a5 teend? | commesdsl law and olher simbar tews

EPIRET LAY ALOPE AET BT It does not preclude the implementation of —

the provisions,
14
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18.Improving the Directive
This policy may be revised whenevear

NBCcessary,
20._Effective Dale
This Directive IS
A0/2022.

gliective from  March
Mrs. Chaltu Sani
Minister of the Ministry of Urban and
Infrastructure Developmeant
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