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l) "Leasing" means a tinancing in kind lbr production
and service puryose by which a lessor providcs
lessee with the use of sp€cified capital goods oD

financial or operdting Iease or hirepurchase agreemenr
bnsis, without requirement ofcollaterAl, for a specllled
period of time and collecl,i in tum a ccrtain amount ol
installment in periodical payments over the speciticd
period;

2) "I-€rse agreement" or "agreement,' means linnncial
lease, operating lease or hire-purchase agreemeDt &\
defined in t}is Pr&lamation:

3) "Financial l€as€'.' m€ans a tyF€ ot' jeasing by which l
lesso. providcs a lessce against payment of muruillly
agr€€d installtrrcnts ovei a speeified p€riod wi(h (hc

use of specified capital goods wirich rs:
(a) eirher aheidy acquired by fie ressor;o.
(b) purchased by the lessor from a third pdrty,

known as the supplier, chosen dnd specilicd by
the lessee;

and under which the lessor shail rctain lutl
oinership right on thc capital goods during th!
p€riod of the lease agreernent, and, suhject lr)
agreement between the two parties, the lcssce
may have an option to purchase theclpirtlSo(xJ
outright after rhe rcrminotion ofrh: lea.e peri(d
at an agreed pfice.

4) ''Hi.e,purchase" means a type of leasing by which n
lessor provides a lessee with rhe use of a sp€ciflcd
capital goods, against payment of mutualty a-u.eed
installments overa specifted pcriod under which, with
each lease payment, an equal percentage ol the
ownership is transfened io the lessee and, upon
effecting of the last paymenl, rhc owncr$hip ol lhc
capital goods shall automatically be transl!ffed () thc
lessee;

5) "Ope-rating lease" meihs I type of lcasing li)r il
period bf time not exceeding two ycars, by which l
lessor provides a lessee against paymenl ol mutuitl
rgieed .ent with tle use ofspecillcd crpiral good\ th:ri
the lessor has at hand;

5) "Leasee" means d person wllt)_ illtdcr r i.Jj!
agreement, Obtat'ns capilal goods f(ntLI Lsr(,1 iln(l hls
lhe righl ro use the capital g,_rrrds. .rp,.r,'r:r I,.r\,.. rr, ..r
rent for aII agreed period of tirne;

?) ''lessor" means a itrson o-'ho u|der
lgreement. provides to a lessee th! fi8hr L ri., til
capjtal goods in relurt ibr rcfll tbf an agreeo pe ir) ,]

time;

8) "Capital goods' mgans goc'ds desjgnared i!\ .iiti
under the hvestment law and diieatires issred h\ ri,,.
Investrneni Board pursuant to the powers vesl.r , l

by the lnvesrmen! Law;
9) "Supplier" means a pefson, lrthef than thr jess,, ,,

the lessee. who is in the business of sering g()nt,
l0) "lnvestm€nl Law" inean\ either the 1n.,.::tr:r. l

ProclaDation No.l711996, or the Ivestienr l|,1,rj
tives Co'Jncil o{ N4i i!1?rs Regrjl,ri;crs aJ(r i1r,,,.r ,
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^1&.m+rn+ 
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"tt-'',21t tnrg+A h,.fT+,, 'r/|l+ t,fll ha.,J|r
@9f nnffl+ {r hart ni!++c &r,z1l
?4r9+d ?tLz.g ll'',r+ t@r
"l'o-,' ni+ f+&fc @ otr n^1 ?illd'|+
t{l+ f+nrne ,rhA t@.r

'.ar,n+c" -r,.+ rr.r.ef i\"?&n+z ,tltttc t@!

hsa rr.i+

r. frrT.*a 0, 1t"4.9 11f. p4. ?zhrre h.an
il4.+ at* n+.tdroF hh?.9 4F t@,.o

9. thlrt.gt+ a9E A-r.r"f+ @a + !trq+@1
@lrt,C+4 n6r.@d'h+ ahll.t+ o-o.t t t@t t aq. fLLr..P ntft++ Am.+a t, quzt+

dnlo-f ?h.af, hf'.t+ nJ'tn ?,f.h+,t+,,
/"f'tlAt
a. ?\.,.9 9f-7+'' @1Aq;
!.

?trT,:r-A 6r@' @-tr 92,^t nh,r.g nfur+
@,2 t + ?''LhLA@.1 m:}rrn tla.Cl

f,. t fr474 tLz.g @m.r, mltto. n4"g 1.7111
AO+ LtLt A,'1n rt ?t\4.f. h6'1 to111i.7n+ +.1agr +\ ?d,t d.t.rn+ n4-t iiz.?_ n@.ft @t z+
0+@dtdF +1 ltt.t1 ?.a11$,6 d"ya.ri

i. tr'.Pl+ A'r+ tt.?,+po+ t,! eiT rtr+T @1f+
ohTrtsrr dtc {g ?.4+ o;rrct!0t' +hz-g
?o't''t + , t r+ ! 0+ @rrt.? ?o,1.!4g f.,r'.r,

i. fhz.g fh.E A tt@ n+4nj.A+ 2.r! A1A?!H?
f "t +?lf a.AA+ tntl+ rrf ttz7o t1y7141
A*C/n fh'f,fA 6.+0.7 ?oooolltr @.n+ fh@.
li'dorf}, td?-?ip k72a!

I. lllh/-Ff n\T,rA 6, A+arL@, a"hhA h+r
a'to. l7i?.2' @.A ?dt o'j.tu "A+tfn f ,Flf,+?
d.,.hl.?- d,?A+4A€ hn/-g c1q@. }[l

^7, 'rna,?. fh'c;ia dt tLr.F Af'l.r.F t7+ 1L10
&n.1 u! uLrt 0i,-ft+ n+?ai@ t.lly' tt+h
d-|o' ?I1T.}A b, 

^& 
u.h+ ?nf,r.a.rni. ?!th

9try.r+ ooa+ !r.o> ",otr>', fq_?\g a;,,'l
*' 'l'hz.F tlhll,iA dlo r\/n+r ,/d+T d,-tfT

tp A"l,1cn fr+: fh\A.t_4+ @gr 174rt1.1,4+
Ahz.c h'ttAhl.,et,E )4A,r+ frtnll-l ,,r">?
?n-?4'f' 9A,

gtLa?, 
,hf '.r+! 

Ag- ttvzs+
E. 9+9C.' n h-6f, nfft7.., 0"1@Aht.,
o) .t-hd,s ?tt 69 dryt+ 1.r4 qjrf,0+ 1-tL tt_b

ftrT!.a tr@.., Ahlv.f. t?r4^lAz. ,fir f q
9&rrA: tth'[ta bla. agP y1y 99]+ f qnn
+?.1. d",{l.lk ht,i t6,r,

l l) "Non-canceiable Agre€ment" means a lel|.sc

agtr€mcnt that is cancelable only by the opernliqn
of the law or by mutual agreement;

l2) "Person" means any natural orjuri<lical person;
l3) "Ministry" means Ministry of Trade and lndusrry;

PART TWO
Liccning, Fc.atur& of Lcase Agrcgmentr ind

Rights aad Obligations of the dndzcrin!:
parties

3. Issuatca of Liccnse
| ) c+ital goods leasing busincss shall be operatcd only

by a lessor liceNcd by thc Ministry.
2) Th€ Ministry shall issue direCtives conccrning the

qit€ria to b€ fulfilled to obtail leasins license.
4, Geoca! Featu"s of laase Agamenrs

Any leasc rgrsment shall, among othet things, conlain:
l) a statenl€nt of thc type of leasing;
2) a description of the capiral goods, sutticieni tr)

identify it, a statmcnt of ihc full price of the capital
goods rnd the total lease rent payable utder lhe leas€

lri.

lt

!.?.

agreement;

3) the amount of each rent, the p€riod within which the
total reor is io bc paid, the dare or the mode oj.
determinilg the date on which each inshllment is
payable and a statement that the les"see shall puy thc
rcnt on the agreed date;

4) a provision showing thc rcsponsibiliry of rhc lessec
for repairing damagcs causcd to the capiralgoods hy
third parties dudng the time the agrecmenr is in
force; ,

5) a proiision showing thc right ol thc lessee ro
terminate the |rgreeltrent and,ctu.n the leased capltal
Soods to the lessor, where, al the timc of itj trlnsfel
lo him, the capital goods is Ibuno ro iavc a dciecl
which dimirishes its usefulncss lo rhc lcssce;

6) a statement thal the lessor uncJcrtakcs t.) lrrn\1r,, r!.
the lessee the rights and bene[ts dcrivrr.t lnrnr rtrr
sales contact between the lessor and thc:,uDt,licr ,ri
the capital goods;

7) a siatemenl tial L5e lessee shall irav.: rr,- .rrtrt
enjoy quiet possess'on ,Ji the iee}.J ,.,.,,,, ....,
during the entire period ofthe lease as lnr)1.r](ir rr

the agreement;

8) a sratetieni tiut tre iesscr may nltt, tn i,]t:i .ai)ii_ir,
a lessor. be litbjc fo: de h. Fcr.,.r,r ,r.

oamage tol}eproperr) olihirdprri!\L.t-: .t.,,
ttte use of the capitaj goods by the lesstc

Specific Features of l*ase A,rcenents
l) In the case of a finaocial lease agreemear

ra) the lcssee shall hold ihe Lapl3i ga-r. .:.
bailee of rhe lessor and he shali r.rl i:..,i. ;r,
o,,i ierrhrr, ..!] u iire fai:t.l j, I

eniire perjrd oi ihc lease:
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hhz.g or'f,.fa dt@.? hinl{ gz,tt 6r@ i+a
n4o. 9,ldt h?A?rr-+ Adnrn+ +.qA+ .fAn+
@f.r t6rt tttr, lff n..|T nt{4t+ hgrnf}f,

i. .tha.?- ?+lnd.ed.? fht/-A bt fitLd.p nr'.i+
oapl+ qf.f .f+ttgt+ l @'t pc9/+ @9.f
h,n,++f og'h-t a 9"'?&?a?a0+ htftc f+hl.B
h,nt+t Oht,r:A 0t@.49 ?rtt f-tjt.cn hrrt

^ha.k 
it ht.g +.h.Lf {nml+{.f o@i,nl.

tt,.'FT+', 6qu'41ti thhz.t@-., ?trT,f a tu @9.

9.tti-a- iootil'ij d"{t+ h^qs
f. n^dhdc

A. ntLz.f, trf'nt+ @."t+ +hz.t- 1f-:t.@-,, 
^tth'l-@dt t z,tt hhz.g x?thnz 0s{:.s JL+ rlotl,,

\7^'' thtrzd'', Aha'0.h? fdx.+h hha odf'f\4t 
"rf,:t Plt{ $L,}|pT. @o,z+ g+q n

g. f+hz.f- @hnc 0$c.t fL+ {L@rl.tf 0+ht.f@
fhT.ia ,t 4.e hht.F .eAe'' ?4^fl+tt 'o{t+h.rhqo,-r f+.nlt+ /l' tar!

q' ndl't+ h'r
A. tt'.'.t+ (r+h2.1 nq.''tno+ \rl +hz.t- g+ht.

f@.'t ?rrcta 6, Ahhz.? A.rr.o,Ai +1f.:d..
"?411{L.r +rlf+}b4izhfl ,rhz.c fhTy'r\ d9q1
@4l.tl or. Flt;t"a- ?a'i"A11t ,rAZ,An+ 14+
h-, fd',of+ a'll+ ,,,A@-t

* eq.lrz.?@. 9'rl',y'-A n, h,|.ht 9, aa +h^9
Ira"'f.4di |Jt,+ fi+h.2.9 +++ rh.ri+ 1|.hha.g
4f' ,"r.;4t@-f .r-41. n.3cltfl+r Ahr.& 0+? Aof
}.AhLra'f n+ht.F ,t!,t t\t*A bte,
Ad'14+ 04\ frzrlo+ 

'rnhrrt 
A-al. .rha.f.

ll}.lra.g 
^9 

,.Lal.@..l.,9+ tt{ z'hLt\ hA0+,
i:. ?+1,.i, h tLz.9? hf flTc,L,r aoln+.1J tLa.f,.,

"Loo[h+ +ha.F ?+h2.10.7 fhtra dt fhf
rr4t'LtL ..-? A4- 4tp.A n ?+Z h?r.t/, ndg" 9" ).f
@-if na4 Ahi,'' hr\.f1,fi1 ni-l-+c thl.f_ f +tlu.
?@'7 S\T,AA bl srf-F,tt;r.o> ?o"o.Aht Ay-z
r.f 0.l.?..i.I h-, ?o".nf+ ot41. h|o-r

i.,', .1.'t at^/?i+^r'r/!:
+hZ.F fihr'.l+ rrru,.z..I flh.cfh i,.,ll} Urt4r"
d".m+f .c+a-1 a".fl+ tnha+2+ r.. zh hl\l.F
nrLl.gls"r\+ @'ytl. !.t'l@.., .ts4t+ arh+i I.17
f'lf!+44$ f +fmt\ o"47. h/l@."

16. o?h+f'dl'1r;t PL+c4l +.e4
6. nhT,+l\ b9@. 

^& 
d".{t+ hA5 fl"?A+ n}"n+T

or'r7 ?4+c4 !1'rqtt f hi fi}'hz.$ 4f, E-+21)

2) The lesso. shall makc good any damage which th€
lesse€ has suffered owio8 to th€ defe{t of the capiral
goods whcrc thc lessor knew o! shoqld hav€ known
of lhe defect on delivcring the capital goods to the
lessce aod faaled to inform the latter accordingty.

3) Unlcss otherwise provided in the lease aexeement,
the lessor shall nor be liable for defe.rs in and tbr
unfifiess for intcnded us€ of the capital goods he
pulchases in conformity with the sprcification.s
given by th€ lesse€.

4) Th€ lessor has the right to resciDd the agreement,
with prioa notice, and to rcposs€ss the lea$d capital
goods, where the lessec does not make use of the
capital goods in accordance with the le{s€ agreemenl
or accepted norm or usage and such use entails risk
of inepa.able damage to the capital goods teased.

Btnkruptcy
l) The obligations and conditions of thc agreemenr

shall continue with an organ legally sub.ogated ro
the judicially bankrupt lessor as long .ds t-e lesse€
performs his obligations in accordance with the
terlhs of th€ lease agreemenl.

2) The lessor shail not lose his owneNhip right on the
capital goods leased eventhough tlc lessee is
judicially bankrupt.

Damages

l) Where thc agreement is rescinded by the lessee, a d
th€ lessee does not deliver the capital goods af.ter
having been given due noticeto surrender the capitAl
goods to the lessor, the lessor has the righl to
rcpossess the leased capital goods irffnediately and
claim damages.

2) Whe.e the lesso! suffers any dama--e Qwing to
default on theparroftl|e less€e prior to thc lmnsferof
the leased capital goods from the lessor to tle lessee,
lhe latte. shall make good such damage to the tbrmer
so long as the l€ssor actcd in good failh and cosu
were incuFed by him for purchise ol the cnpitai
goods al the request of the lessee.

.lt Wltere, in the case ol finanr.iel tri,.jc ,,t ,,fcrrttn!
lease agaeemeitt, the lessee fails Io ,e,i-rJ I i|,, {.arrilL
goods on the expiry of tlre agreerjtc[i. ihf tflsoi hx:r

the right to repcssess th. leased crpitri grrrxl. anr

claim relal.ed darnages unless,.rlirrvts,: rr r,, r. tir j r,

u]€ agteement.
'iransfcr ol Right
The lessor has the unilalel:! .igii i1r ajsrj; i , r,.,1,
,rnder lhe iease agteemenl to dtird panies, iul ri!h,,Lrl
infrigement of tl'te lessee's right to the qulei entoymcrL
of the capitat goods leased.

Clain hy 'mid Padies

', Any zction by a thlrrj lant, ;jail-,iiE ,. :_ef ,

.ratitzl gorrds shall h.t ir-oiir\t l'.,ii.rr ,

.i r .-. t' 1.

ttAIli'!i
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g. H.lta.t1 htr4l,p+ Arg"c a,!.+ fd.t.T o?fT
0h.t:..Fr\ dt@. 4.c lrd?_e+Cft+ f.p*pT. f.A+
hlfz.f. .rA.D. (rlAlL.l'14. o'4+ f'rLrLr" +f,-q-e
,grlrn,P Ar

'f. 4.1t.t.9 ohTy'.r\ dt@. Oi.^r 
^14f,m+r{l?"i'f'T @?f:F' f'?J.c0O+1 7-r.: aur D.h+

AAhz.F .r4o+ hAo+"
ii. oft u h?+*' 'r$i h?+t (f) e41AAd. o.u,e+

4.tv..9. Ana.?., qfttto.+ t+z agr * xtrtt
hlrz.f. d4-ea.q.!, d'6&t 

'.6t-f.cnn+ 
7Jt+ ) t,

grf .;At
l;. rd.l'T .D1', nhhz.?- 48 0 p+co@. hA

,'ht.e+ fhT;r'a\ 6:r@. g2 f+trl h?.Rrft
t.tt4.9 lJ.ha.ft 9p o",,,2+ tLl.f. h?,c.+?n^+
af,r nfrt+ r,.r4ia.tt ?a"m?+ or{/.+ haa.,l

i9. ftLe-g nr,-ri. o.*t,t
a. ar14tuf ttL6.f, atffr+ onfft+ 0+?As@.

{ar 9*aat '.
9. tltt"69 tryr-1+ 0.L4 hh;\'l hA,n{rdt nd+ic

I.t ltz.? o',toi. af.f T.trt. .,t.tt+ rhl.!+
ij.r,Ft+ hg*erf,

i. f^.FC .LtL oom+6t_? VLA.g, hl*:,t r+ ,.,,
lLell! .t-lr/.9 ?.t,hZ.(a.1 fh.r:jr.A d.+ X?3.fll
A.+t:t 

':.hz.t 
r h?4.a4661 .tr.mf.+ h4a,

ft:tt ar.r.i?.. 

^.ry.Tat 
nfg.t+ h.t.t *ZT hih"?.

mf,+ g.-tlr Oaof@r.S g.t.1ttd'. (tLz.t, hc.lc.r+
4., f.4. z. oo g.t$ nt.At

.1.:i' i'lrt-?- tl4't::t-A t.+tl. 
^y- 

.B-l' a,{:m{: fitAn+

1;' 'l'tt(,.(. tl.t'lrz.ta. fh'[jr./d d.+ 
^g 

"l.;'td'..rr(h!:l af,Y M .lf.t. .'D"rq+ hp,+A9d,,
g. gtr(til af,* tbt 6tCf.d.r 1g-' ltrT.4At'@

^f, 
,l'fhz.( f.l.?rt h?trrt: F-ftd. 1y.V q,

fa^(D. gttfr\n
i. 0\'t::tsa\ b.+a. 

^f,, 
,]htrl.t ?+.ttt 1t-y'., at r

?",t.m?+ 14tC'' t.1.T.d@. hh.-? r@.d

iA. t\'t)'A t.r@.1 ttl.t'"!1t,; tri.,t"m'J+
t 4.h2.9. fh.ffr\ d,+@. oXH, tdhi .rz,i! 0,r?_+4

t r,{i.t f,m4l9 Ai
E. .l'hz.f. l{hl\t-f. t.9h f\T.r.A d_'.ujt

ha\9+r $L:t' 'to+f{: hgT''\9'':
h(Fr\ rat.l.

A.e. A? 9:121,/''.1.

iE "'.tial.ir:?1-
hlrz.g itL/,.g .t..ttl(: t"I..t .A. tr.tTy',a t9p7.1 0y-
h?t: iD-i'r' 0'?-.ei?4n.1. .LtL tlrt't7ih+s".r7. Avt;
ll[r. ,t"l n,l.nrn.D. l"Afll1 tr\.r7ih1.o"77. t{:s,
ll6L.c.tt flI@' aoonz! .rDt',L+ lt1-y.+h +t,r tA
?..' tt'J @41:1. t\ha.:l

'.'1,

The ownership right of the lessor on the capitat
goods lcased urdcr th€ lcase a$e€medt shall prevail

at all tim€s ove. claims by third parties including
creditot's of the less€e.

Thc lessee shall inform the lessor of any im_
pedimenrs or disturbances by third paflies to his
qur€t enJoyment of th€ capital goods,
Wh€re the lessee fails or detays to inform the lessor
as provided under sub-Arricle (3) of this Article, he

shall be responsible for any exprenses or oamagcs
incurred by the lessor.

Where thc value ofthe capital goods has decreased as
a result of legal procerdings iDsrituted by a rhird
party against the lessor, the tessee shalt h.v€ the right
to demand the rcduction of the rent according to the
new value or the cancellation of the agreemcnt.

TerminatioD of Lease Agreement
I) Any lease agrecment shall lerminate ^r the date

agrE€d upon by th€ parties.

Unless otherwise provided in the lease agreemenr,
the agreement shall not be terminated by the dcarh
or incapacity of thc lessce.

Wlere, on the cxpiratioh of an operaling lease, rhe
lessee remains in possession of thc capital goods
leased and the lessor does not claim its rerurn. rhe

agroemgnt shall be de€med to have extended until
such tinl€ as one of the paniqs demand rhe
tetmination of the agreement.

13. Lessee notto Create Charges O,t Capital Goods
l) The lessee shall not create any charge or encum_

brance on tfie capitl goods lcased.

2) Any charge or cncumbrance created on the caprt:ll
goods by thc lesse€ shall be voro.

3) Encumbrances created by the lessor and ltxcs
clairned on the leasetj capital goods shall be borne
by the lessor.

14. Custody and Presetuation ofthe Capital Got)dr
l) The lessee shall take care ofand presewt thr ,::ipr:r

goods as long as it i.\ in !.tis orrtoCr,
2i The lessee n'a), not chaiig,: if. :r\;rir, , . i

l,rilizalion rt the caDiial 3uc4,
of the lessor

PAR].,I'I]REE
lvl isceijaneous [|o t i sj ou t

fhc lessor shali be exempi.gd ficn c:isrorns oi:i,L:r ,r,

capital goods he imports in a.co.daaae !{ttir j,
lnvcstrnen: Law and the directires issueci i., r

Inv?stn'lent Board plrs:tati !o lhe po\4,air vetjie:l : : r ..

rne Inyes:i.ie.t 1a?

4)

3)

2)
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:l) Renr paid by the lessee sh.ltl be treated i$ nn
operottng expense of the less€e and is deductrble

. - - 
from his income for the pirrpose or axatron.

I t H)wels and Dutjes of he Min$ty
The Minisrry sha :

t) register lease agreements;
2) take appropriate measures in order to. ensrrc the

retum of the leased capital gooos to the lessor_
r,lhere the lessee has the obligrtion to retum th(
leased capilnl goods to the lessor but lails lo retumit and may order the police ro tacilitare thc
elecution;

3) issle other directives required tor the implemen_
tatron of this proclamaion.

I*. ii
i;.

iE' heE lq.fiM. ,t,
&u,r";C heh.t,l. .ii,i +.t .ailtj ,1.f.
trffr\i
l,tn tfl|lrt: ?r.t t7. ?:I +., .!.111 

a.y--

'tJ\.?{la:r4.Y;'rh lt.e-!;, t ,; tt *i ii *mq.z_r
lt.z.l,', /]d'..nAlt:t. hltz..s, gh1:.4.A d.+.D. rtAo.1.

16. Depreciatioh Altowance and Incohe.fo(
l) In case of finaDcial iealse or oF€rattng lcase_

depreciatron allowance tbr crprrer Foods \h ll hc
deductible from the rental incomc rec.rveu hy th(
lessor, as legal owne. of the leased capttll g(xxls
Howevei, depreciation allowdnce shall be fi)r lhr
benefit of the lessce in casc ol.a hi.e-purchasc
agreement.

2) 'llre rent received by the lessor rhrough the lclsc
agreemenl shnll be treated as inc(rme.

REPLTALIC OF ETd](')PIA

f,i(t t2i,L4.3

|h.:I-?-h.e L*24,t tt?hd. lA z.rfth-r.l
't'/.,t Lri, i.

18. Applicabithy ofOther Laws
Unle-ss otherwise expressly provrded hy thrr
rroctamatron. lhe relevanr provtsions of the Ctvi, Co.iL.and the Commerciai Code shall apply b leasc
agaeement.

19. Effective Date
This_hoclamaion shallenter inro force a.s ofttre 5 " da)
of March, 1998.

Done at Addis Ababa, tlris 5s day ot March. 1998

NEGASO CDADA (DR.)
PRESIDENT OF THE FEDERAL DE\4OCI {T'

F.rf ?*9


