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Production Contracts

WHEREAS, it is key in improvements in
product quality, production efficiency. agricultural
production competitiveness and | linkage to agro-
industries is akey pillar 10 realize structural
cconomic transformation:

WHEREAS, it is critical to create market
linkage between agricultural producers and
processors, value adding agro-industries and larger
buyers in a sustainable manner by transforming
them to produce for market:

WHEREAS, the existing Laws do not
adequately address the particular  nature ol
agiicultural  production  contracts, it becomes
necessary 1o put a svstem in place that suarantees o
producer-contractor  relationship  led by
comprehensive  legal  framework  and  ensure
knowledge, skill, and technology transfer as well .
market linkages:

NOW, THEREFORE. in accordance with
Article $5(1 & 6) of the Constitution of the Federal’
Democratic Republic of Ethiopia, 1t is hereby
procliimed as follows

PIRT TR B A )
Negaric G, P.O.Box 80001
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5. ASI*C_CON : 1. ShortTitle

£ RPE PUMCT PCT WPCTS Aol This Proclamation may be cited as the

a3 Aeno? P WP P “Agricultural Production Contract Proclamation

| % iy o 289/2023"

BREFEHENIE TN Ambd LTAA:: No.1289/2

g ca%i 2. Definitions
pha. A1 AA FCH PULLOmar hav unless the context requires otherwise, in this
’ tion:

AnteC MY APE - Proglamusion

&/ “PNCS CT" At Iréeor den (ot I/ “Agricultural Produce” means processed
apy  AdeCrs  TH2EER POlPCH feed, seed,breed; of plant, animal and fish
PARPT: PATNAT AG P34 HCT CT and their product in a raw or produced and
NELUg® PAbIANL @08 i processed form;

B/ “AANT" AT PAAD Dl (17 GPA: 9/ “Animal" means cattle, sheep, goat, draft
oy WAk Dewiy A P 0 Chl animal, camel, chicken, bee, fish,
A R ANT ARG e&4LTYC AAavh. silkworm, pig, any others those that might -
PULTAT I PmPAAN: be domesticated in the future;

i/ “08PA": “IAT  PAICH: PRI PO 3/ “Plant” means cereals, pulses. oil crops,
Préré: PATHAT: PGESe: PRCGAC: vegetables, fruits, root crops, spices, forage
PanG’s PP Pewye: (W7 eAThaha crops, non-banned stimulants, industrial
RoPe: PRISNTSE AT AA PhAmg crops, forest & forest products and other
AIAT  APEU RIS PRT omdd cultivated crops;

PmPAAN:

i/ “PUINCT &CT ord” @AF (1941CS F°CF 4/ "Agricu!mral Production Contract” means
KPT ARG hhoodT eohhA POLRAT an agreement between agricultural produce
Ay PE oAl (eeodq A0 Contractor and Producer that is registered
eaa hhA Proniilll hars . by an appropriate body to register

contracts,

& RhewdT Mt PTICs Pl 5/ “Contractor” means any person with
A“Yeelt  hAPET 26 @A pegan: investment & trade license or an eligible
PRFIN TG PIE AP fhor cooperative who enters into a contractual
@l PUNET 2 TINC T Amy T agreement with a Producer for agricultural
e o o ; production;

nl PRGE LT MAT PR bt LAar ORHT 6/ “Producer” means any person who has his

my  thepd PMCT FCT G Fal A &

hhQeodd 2C oA P10 Qae s

il
hhoodo gade i
gy gem Gl RS haaeT PUNCS
APEXT G ATt CrNCT
aygo i Py CRCAD AYRYUYT et

GL0F UE

PG E @h" TN PTNCT PCT oA
Gl
go e
el

own holding or rents farm and enters into

contract with a contractor for agricultural

production;
7/ “Out-Grower Contract” means a kind of
agricultural production contract where the
contractor himself is a produceg-on his
holdings and enters into an agreement
withother  agricultural  producers
additional agricultural production.

for
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47 v dol @Yy -y hﬂ\r‘.\.(l.ll"}': han
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8/

9/

10/

“Centralized Contract” means a kind of
agricultural production contract where the
contractor does not have his own holding
but enters into an agreement with producer

while supporting him;

“MultipartiteContract” means a kind of
agricultural production contract between
the contractor and the producer with active
support & coordination of a third party
based on good will of contracting parties;

“Intermediary Contract” means a kind of
agricultural production contract made by
person on behalf of the producer with the
contractor,

11/ “Third Party” means a person who provides

12/

13/

14/

15/

16/

support in agricultural production contract
processes between the producer and the
contractor;

“Input” means improved seed, fertilizer,
pesticide, herbicide, technical assistance.
financial access, and any agricultural
technology necessary for  enhancing
production;

“Technica!  Assistance “means any
knowledge or technical skills or training

necessaryinthe process of agricultural
production;
“Appropriate  Authority” means the

Ministry of Agriculture or respective
regional organ responsible for Agriculture,
upon which the powers and duties are
vested under the provisions of this
proclamation; and its  regulations or
directives issued for the implementation of

this proclamation.

“Ministry” means the Ministry of

Agriculture

“Region” means any region referred to’
under Article 47 of the Constitution of the
Federal Democratic Republic of Ethiopia
and includes Addis Ababa  City
Administration, Dire Dawa »
Administration. : ' |
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B/ PNCT PCT ard hemOddoT payEyelar
Wl wpye  hyedsE 0L erclar
Pard UM eyl AU LA

Ua NA U9

& PNCT 9CT e el

MLy 1PN APCA LTAN::

i/ P Lot d OAA PYRCHTE 98 POE:
PRNG-AA UL 7h: aomyy PR LLFY:

L 18-A1%: Peyhey s oo INYY
PnZhe NJv3: PO eNELAT LIS
Pha AT AT ANT PTPPET @-AL

MLY% POLTA. wlBEPT LIVl i

of (MY WrbZ 100 REPR (B) 000
TG “VIF09° 3N P R me9°
BN PAY AT LCET
PNCT  I°CT AT hdevahit 70,
hcnlr: DA PPN wp9e YanTH
LTAN '

& ParAe 0O CLLOAT FPPL 01F Cardd
U220 (AN Al B0 O LI
AAamm- L0

%oonanee '9"(:'?‘_ aA e -.{y_-'.l- 1P,

1T 0ONTE o A ALLINT -
PTAA::

|7/ “Person” means @ patural or juridical

person;

18/ under this proclamation, an expression in

the masculine gender includes the

feminine.

3. Scope of Application

This Proclamation shall be applicable on any

contractor,  producers, third party and
appropriate authority..
PARTTWO
FORMATION AND CONTENT

4. Initiati | Nezotiati

1/ The formation of agricultural production
contract can be initiated through contract
offer by either the Contractor or the
Producer.

2/ The initial offer shall be in either writing or
oral.

3/ Contract initial offer may include
information like produce type, price, terms
of payment, quantity, quality standard,
deadlines,  storage, place of produce
handover, kind of support to be provided,
tracking and any other information
necessary to support all parties to make

decision.

4/ ' Notwithstanding the provisions of Sub-
Article (1) of this Article, any government
institution or non governmental

development organization may create an

awareness, initiate and facilitate an offer .

5/ The offeree shall be given sufficient time to
review and understand the terms of the

contracl.

6/ Both parties may be assisted by a third
party in the process of agricultural
production contract negoliations.
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5. Agricutural Production Contract Form

1/ An Agricultural Production Contract shall
be made in writing using simple and
standard language.

2/ The parties may draw up their contract in
one or more languages, one of which is the
working language of the Regional S tate.

3/ Where the contract is drawn in more than
one language, the version with the
Region's working language shall be the
governing in case of discrepancy.

4/ The Contract shall be attested by at least
three witnesses, one of whom shall be a
representative of the appropriate authority.

5/ The Agricultural Contract shall be registered
by the appropriate document Authentication
and Registration Authority.

6/ Where the text of the contract refers to
documents and texts other than the
provisions of the contract, such documents
shall be attached to the signed copy of the
contract for registration upon submission
to the appropriate document’s
authentication and registration authority.

6. Content

An Agricultural Production Contract shall at
least include the following:

I/ The names and addresses of the Producer
and the Contractor;

2/ Investment and business license reference
number, if the contractor is a private
producer company;

3/ An establishment regualtion and trade
license, for public owned enterprise
contractors.;

4/ Registration Certificate, for cooperative
contractors,

5/ For producers, Land Owner Certificate or
legal land rent contract ;
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6/ The objective of the contract,

7 Agricultural Production site and its
boundaries or quantity of agricultural
produce;

8/ Rights and Obligations of the Producer and
the Contractor;

9/ Type, quality and quantity of agriculture
produce, and descriptions of unit of
measurement;

10/ Pricing mechanism of agriculture produce
and input;

11/ System of transportation and related costs;

12/ Types of technical supports;

13/ As required legal provisions related to
Breeder' and intellectual property rights;

14/ Provisions specifying the causative events
that can be considered as force majeure;

15/ Provisions on inheritors or substitutes of

contracting  parties and  transfer of

obligations & rights;

16/ The duration or validity date of the contract,
and conditions as well as procedures of
agricultural production contract renewal,
amendment, alteration or terminations;

17/ Dispute resolution mechanisms;

Price amendments when quality & quantity
of the agricultural produce exceeds or
drops below agreed quantity and standards

18/

respectively; and

19/ The date and place of signature by the

parties to the Contract.

PART THREE

TYPES OF AGRICULTURAL PRODUCTION

CONTRACTS, RIGHTS AND OBLIGATIONS
OF PARTIES

7. Types of Agricultural Production Contracts

According to this Proclamation, the following
are the types of Agricultural Production
Contracts:
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1/ Out-grower Contract;
2/ Centralized Contract,
3/ Multipartite Contract; and

4/ Intermediary Contract.

G | Rigl | _Obligati {
Contractor

|/ The Contractor shall have the following
rights:

a) To enter into the production farm of the
producer to follow up whether the
production process is undergoing
according to provided input and
technical support;

b) as.. indicated in the agricultural
production  contract  t0 receive
agricultural produce at agreed place &
time, confirming its quality and
guantity;

¢) to reject any substandard product
brought from the producers and make
him accountable provided that he
supplied  the  necessary inputs,
according to the contract, that ensure
agricultural produce quality.

2/ The Contractor shall have the following
obligations:

a) To submit an investment and trade
license or cooperative registration
certificate or  public  enterprise
establishment regualtion in areas of his

engagement;

b) to ensure the delivery of input and
technical support to the Producer as
agreed in the agricultural production
contract;

¢) to track and monitor the producer to
compile the required information are
documented;

d) effect payment to the Producer at time
agreed in the Agricultural Production
Contract;
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e) submit a competency of certificate
issued by the Ministry or an
appropriate Authority that assures his
competence to engage in agricultural
production contracts; particulars shall
be prescribed in the Ministry
Directive.

9. Rigt | Obligati ( the Prog

1/ The Producer shall have the following rights:

2/

a) to get input and payment from the
contractor based on the contract;

b) to confirm the type, quality and quantity
of agricultural input provided by the
Contractor at delivery and comply to
agreed applications;

€) to get support from a third party or an
appropriate authority in assuring input
quality and quantity:

d) to get technical, training and advisory
support from the contractor.

The producer shall have the following
obligations:

a) Enter to production activity following
the appropriate agricultural season
indicated on the contract;

b) To carry out the necessary seasonal
agricultural  production
according to the contract;

activities,

¢) With support of the contractor to
document the necessary information;

d) take appropriate measures that enhance

quality of agricultural produce and
minimize losses:

e) ensure delivery of agricultural produce
at agreed place and time with the
quantity and quality specified in the
agricultural production contract.
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LLANCS wCT Po: Phef HE AT hhdda 10. Price, Mode. and Term of Pavment of

Agricultural Produce

A& FPPL 09T oA PULALI0T PGS I/ The parties shall clearly state, in the
PoCA P COIYLE NG ANYE o, DT contract, the price of an agricultural
LoNT A produce, cost of production, and other

related costs.

¢ APPL 05T eUNCT T mPAa 2/ The contracting parties shall clearly specify
PO 09 PrmA PO NP aAT (1A either the total or unit price of the
“N6.C hANTa@-:: Agricultural Produce.

i/ R AR 300 AYPAR (E) PRI 3/ Without prejudice to Sub-Article (2) of this
Aigtamld re (oA ht1akes ¢rét Article, the parties shall state the basis for

price revision in a causative event where
quality of the agricultural produce either
become below or above of what has been
agreed in the contract.

L8 Newdpyn of9° NovooC ALTT
4&.mC PP» AT “0+hhe (oA
N980 “InPovy WANTo- ::

i/ TPPL 05T PUNCT S PO 4/ The parties shall clearly specify mode and
hhd-d.A WG eheie L (1TAs “Indavp time of payment for the price of the
AAOT @z agricultural produce.

& NNCT  oCT oA PCTS MLt 5/ The parties may agree to renegotiate on
WYYy NARY T AL N9RCT price when ‘escalations occur at time of
chhdl b eect g Po o (oA agricultural produce delivery, above or

below the price indicated on the
agricultural production contract,
considering equity and long-term interest
of both parties. particulars shall be
prescribed in the Ministry Directive;

‘Wt nde- AL ha: @@y HP £a Wiy
Ul APPL 09T Necec fPo
WEFe  ALRCT LA HEHS
(o2 5.0ks ovendf LONTA::

W hOewe T Noa (4mddo- AW 007 6/ As indicated on the Agricultural Production
pchlard  e°CT P2 L9eC TS Contract, the Contractor shall deposit
gy NPT PIST PLT ARYI" LT payments, through the nearest bank
eA4am FLew hee ha HPSH N840 account of the Producer or through eligible

money transfer, after receiving the
agricultural produce while deducting price
of input, and other advance payments made
to the Producer.

ARIET MAPLO Lo NOTY %R (e
NhéAo eaFh 244 hvdA ofd° Aa-Pq
QA AA e AdtAad (kA 1L
9y 8l Wl

. P90CE PCT oo} Aot} 11. Specifving Quantity of Aericultural Eroduss

1

4 PP L ﬂl'l‘lﬂ:f"' The parties shall:

Al P0CS O hohe eomys avAhf 1/ clearly determine average quantity and units

1106 wahd hAVTFo: of measurement of the agricultural
produce;

g N htoophdor et eom’d Aew il 2/ clearly determine phenomena that might

DLF AmuronC w3 AU N cause increase or decrease of quantity of

ROTFTE  Pard 1490 BLE (1IAR agricultural produce to either above- or
e300 (o-a. a0t ‘T AANTF@-:: below the agreed quantity and effects
HCNSG oL ES awmlf LONTA: thereof on the enforcement of the’
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13.

agricultural production contract. particulars
shall be prescribed by the Ministry
Directive;

3/ If parties fail to clearly specify the quantity
and measurement unit of the agricultural

they can decide upon

produce,
negotiations.

I/ The parties shall clearly specify verification
mechanisms for agricultural ~ produce

quality standards.

2/ Without prejudice to Sub-Article (1) of this
Article, the parties shall clearly specify
phenomena that might cause the deviation
of quality of the agricultural produce from
the agreed quality and effects thereof on
the enforcement of the agricultural
production contract. particulars shall be
brcscribed in the I}dinistry Directive:

3/ The agricultural production contracting
parties shall clearly specify packaging,
labeling standards and expenses of
packaging, if any, and the party that shall
bear related,

Input Supply and Pavment

[

1/ The parties shall clearly specify, in their
agricultural production contracts, the type,
quality, quantity, time and place of
delivery, mode of transportation, and price
of input to be provided by the Contracior.

2/ Notwithstanding the provisions of Sub-
Article (1) of this Article, the price of the
input to be provided by the Contractor
shall not be higher than the prevailing local
market price of same or similar input at
time of delivery.

3/ The Contractor may pay in advance cash or
through other mode of payment to the
Producer for input purchase or other
expenses; such payment, however, shall
not be higher than the agreed total price of
the agricultural produce.
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14. Delivery of Aericultural Produce

15.

16.

Without
agricultural production contract, parties:

The parties shall specify place and time of
delivery, mode of transportation, and the party
that covers the cost of delivery of the
agricultural produce in their Contract.

Transfer of Rights and Obligafi

prejudice  to  provisions of the

1/ shall not be deprived to transfer their rights

stated subject to contract terms;

2/ shall only transfer their obligations under

the contract upon the consent of the other

party;

3/ According to the provision of Sub-Article (2)

of this Article, the transfer of obligation °
shall be donme through responsible
appropriate authority. J

\cuileing [nssnti

Contracting Parties may acquire incentives like
insurance, wide scale of market linkage, capital,
tax holiday or relief, farm machinery support
and other incentives from a third party.
particulars shall be prescribed by a Regulation
of the Council of Ministers.

PART FOUR

NON-PERFORMANCE OF CONTRACT

OBLIGATION

17. Force Majeure

1/ The following unexpected phenomena canbe

considered as force majeure:

a) serious illness of the producer, if he
himself is responsible to perform
activities;

b) extreme high or low rainfall, flood;
¢) extreme low or high temperature;
d) fire accident;

e) earthquake or landslide;
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f) man-made accident affecting more
people including the producer;and

g) extreme animal or crop disease or pest
outbreaks.

Causative events listed under Sub-Article
(1) of this Article shall be considered to
majeure wher¢ such

2/

constitute  force
causative events prevent a Producer from
undertaking his obligations, if they are
confirmed by the two parties’ agreement or
verified by the appropriate authority.

Parties to the Agricultural Production
Contract may specify the causative events
that can be considered as force majeure
and the effects thereof.

3/

4/ 1n occurrence of force majeure under Sub
Article (1) or (2) of this Article, the party
shall forthwith notify the other party and
take reasonable measures to mitigate the
adverse impact. particulars shall be
determined by the Ministry Directive.

5/ The Parties may specify the party that bears
the cost of input and other expenses for the
amount lost in the agricultural production
contract.

18. lnsurance

Parties to Agricultural Production Contract
may:

I/ Agree to obtain insurance against force
majeure that prevent a party or the parties
to the contract from undertaking his/their
obligations;

2/ Where the parties to the agricultural
production contract agree 1o obtain
insurance, they shall specify the party
liable for payment of the premium;
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3/ Notwithstanding the provisions of Sub-
Article (2) of this Article, the parties may
agree to get their insurance premium from

a third party.

BART FIVE

DURATION, RENEWAL OR ALTERATION;
AND TERMINATION

19. Duration of the Agricultural Production
Contract

I/ Parties shall state the duration of the
contract taking into account the nature and
production method of the agricultural

produce covered in the contract;

2/ Notwithstanding the provisions of Sub-
Article (1) of this Article, the Ministry may
determine, by a Directive, the duration of -
Agricultural  Production ~ Contract  for

agricultural produces with specific nature
r

R I lteration of d texiturat
Production Contract

20.

Parties to the Agricultural Production Contract
may agree to renew or alter their contract:

1/ When either input or agricultural produce price
is beyorid the anticipated price at the time of
concluding the Contract and the same is
verified by the appropriate authority;

2/ When Parties agree to change the type and
quantity of agricultural produce;

3/ Where the Parties to the contract agree to
renew or alter their contract, all formal
requirements for the formation of the
Contract under this Proclamation shall
apply to effect the renewal or alternation of

the contract.
21. Termination of the Contract

I/ Parties may stipulate the specific situations
under which each party is entitled to
terminate the Contract.
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2/ Without prejudice to provisions of Sub-
Article (1) of this Article, a Party to the
agricultural  production  contract that
decides to terminate the contract shall
compensate the other party for the damage
arising from the termination of the
contract: Calculation of compensation shall
be set by the Council of Ministers
Regulation.

PART SIX
DISPUTE RESOLUTION
22. Dispute Resolution Procedures

Parties to agricultural production contract may
resolve dispute through the following resolution
mechanism:

1/ The parties shall first settle their dispute
amicably between themselves through
negotiations:

Where the Parties fail to reach an amicable
settlement by  themselves  through
negoliations, they may resort to mediation
by a third party or settle the matter by
arbitration;

3/ Where the Parties fail to resolve the dispute
through mediation or arbitration, they may
lodge a complaint to a court of law with

appropriate jurisdiction.

] S AN
) N ILTU

The Ministry of Agriculture shall have the
following powers and duties regarding
agricultural production contracts:

a) Develop and distribute Directives and
templates of agricultural production
contracts as prescribed under this
Proclamation:
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24,

by Create linkages among agricultural
producers and contractors;

¢) Provide advisory services to producers,
contractors and third partics,

Facilitate the resolution of disputes
arising  from  agricultural production
contracts in accordance with the relevant
provisions of this Proclamation;

d)

¢) Creales awareness on agricultural
production contracts, provide fertile

environment, play a coordination role;

f)  Register agricultural  production
contracts and documents of relevant
rcccn:ds;

g) Organizes or nominatcs a national
coordination department responsible
for agricultural production contract
activities.

2/ In discharging its powers and duties under
Sub-Article (1) of this Article, the Ministry
shall cooperate with and coordinate other
relevant Federal and Regional government
and non-government agencies.

3/ The Minjstry may, as appropriate, delegate
its powers and duties to other relevant
federal and regional institutions.

4/ In addition to the duties provided under
Sub-Article (1) of this Article, the
appropriate regional body responsible for
agriculture development may institute
additional duties by law for the best
implementation of this Proclamation.

5/ Each Regional State may designate an
appropriate regional body that executes

this  Proclamation of the agricultural
production contract.
EART EIGHT

MISCELLANEOUS PROVYISIONS
Applicable Law
Provisions of the Civil Code shall be applicable

to matters not provided in the provisions of this
Proclamation.
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25. Inapplicable Laws

No law or customary practices shall, in so far as
they are inconsistent with this Proclamation,
have effect on matters provided by this
Proclamation.

26. Power to Issue Regulations and Directives
I/ 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 or Regulations issued
pursuant of Sub-Article (1) of this Article.

27. Effective Date

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

Done at Addis Abeba, on this 6" day of July,
2023.

SAHLEWORK ZEWDE

PRESIDENT OF THE FEDERAL
DEMOCRATIC REPUBLIC OF ETHIOPIA
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