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1. Introduction

Establishing a company in Ethiopia requires compliance with a legal and administrative framework
designed to regulate business formation, ownership, governance, taxation, and commercial activities.
The enactment of the Commercial Code of Ethiopia Proclamation No. 1243/2021 introduced significant
reforms by modernizing company structures and recognizing new forms of business organizations.
These reforms aim to create a more flexible environment for entrepreneurs, investors, and professional
service providers. Company registration is not merely an administrative requirement; it is the legal
process through which a business obtains separate legal personality, allowing it to operate as an
independent entity distinct from its owners. Under Ethiopian law, a company obtains legal personality
only after registration in the Commercial Register. Before registration, founders may remain personally
responsible for obligations undertaken in the companyâ€™s name.

2. Types of Business Organizations in Ethiopia

The Ethiopian Commercial Code recognizes different forms of business organizations depending on the
needs, ownership structure, and liability preferences of entrepreneurs.

2.1 Sole Proprietorship

A sole proprietorship is the simplest form of business organization. It is owned and managed by one
individual who conducts business activities under his or her own name or a registered business name.
The main characteristic of this form is that there is no separate legal personality between the owner and
the business. Therefore, the owner may bear personal responsibility for business debts and obligations.
This structure is commonly suitable for small-scale businesses where the owner wants direct control
over management and operations.

2.2 One-Person Company (OPC)

The One-Person Company is one of the major innovations introduced by the 2021 Commercial Code. It
allows a single person to establish a company with limited liability protection. This provides individual
entrepreneurs an opportunity to operate through a corporate structure without requiring another
shareholder.

2.3 General Partnership

A general partnership consists of partners who participate in managing the business and sharing its
profits and losses and their liablity is not limited. Partners usually have significant involvement in
decision-making and may have personal responsibility for partnership obligations. This form is often
chosen where trust and direct participation between partners are important.
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2.4 Limited Partnership

A limited partnership consists of two categories of partners: General partners who manage the business
and may bear greater responsibility for obligations. Limited partners whose liability is generally
restricted to the amount they contribute. This structure allows investors to contribute capital without
necessarily participating in daily management.

2.5 Limited Liability Partnership (LLP)

The Limited Liability Partnership structure is mainly relevant for professional service providers such as
lawyers, accountants, consultants, and other specialists. It combines elements of partnership flexibility
with limited liability protection.

2.6 Private Limited Company (PLC)

A Private Limited Company is one of the most commonly used forms of business organization in
Ethiopia. It is suitable for small and medium-sized enterprises, family businesses, and joint ventures.
Shareholdersâ€™ liability is generally limited to their contribution to the company.

2.7 Share Company

A Share Company is designed for larger businesses requiring broader capital participation. It is
commonly used by companies intending to attract significant investment. It has stricter governance
requirements, including a board of directors and stronger reporting obligations.

3. Requirements for Company Registration: Step-by-Step Registration Procedure

3.1 Name Reservation

The first step is selecting and reserving a company name. The proposed name must not conflict with an
already registered business name or violate legal restrictions. Applicants must submit three potential
names for verification to the relevant authority called ministry of trade or the trade bureau at the sub-city
level and wait for approval.

3.2 Preparation and Authentication of Company Documents

After approval of the company name, founders prepare incorporation documents. The Memorandum of
Association and other required documents must comply with Ethiopian commercial law requirements.
Authentication is conducted by Document Authentication and registration Agency

3.3 Capital Contribution and Bank Procedures

Founders are required to complete capital contribution procedures depending on the type of company
and ownership structure. Capital requirements and procedures may differ depending on whether the
investment is domestic, wholly foreign-owned or established as a joint venture. The minimum
subscribed capital for a domestic Private Limited Company, wholly foreign owned general sectors,
wholly foreign owned investments related to ( ICT, engineering , publishing, and other designated
sectors), joint ventures on general sectors, joint venture related to ( ICT, engineering , publishing, and
other designated sectors) are ETB 15,000, 200,000 USD, 100,000 USD, 150,000 USD and USD
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50,000 respectively. The subscribed capital must be deposited into a bank account opened in the name
of the company-in-formation at a licensed Ethiopian commercial bank.

3.4 Investment Approval for Foreign Investors

Foreign investors may need approval and investment registration through the Ethiopian Investment
Commission before beginning commercial operations.The investment process may involve verification
of capital, business activity, and compliance with investment regulations.

3.5 Commercial Registration

After completing the necessary requirements, the company is registered in the Commercial Register
through ETRADE portal at etrade.gov.et or Ministry of trade or the trade bureau at the sub city level in
person. This stage is legally significant because registration creates the companyâ€™s separate legal
identity. From this point, the company can own property, enter contracts, and assume obligations
independently.

3.6 Tax Registration

A newly registered company must obtain a Tax Identification Number (TIN) from Ethiopian Revenues
and Customs Authority (ERCA) and comply with tax obligations. Tax registration enables the company
to legally conduct taxable transactions and fulfill obligations such as income tax, VAT, and other
applicable taxes.

3.7 Obtaining Business Licenses

Registration alone may not be enough to start operations. Depending on the sector, additional licenses
or permits may be required. Examples include:

-Construction permits -Manufacturing approvals

-Financial sector licenses -Sector-specific regulatory approvals

-Health-related permits

4. Conclusion

Company registration in Ethiopia involves more than obtaining a certificate of registration. It is a legal
process that establishes the foundation of a business relationship between founders, investors,
government authorities, and third parties.The reforms introduced by the 2021 Commercial Code have
expanded business options and created new opportunities for entrepreneurs through structures such as
the One-Person Company and Limited Liability Partnership. However, careful planning, proper
documentation, and compliance with registration and licensing requirements remain essential for
successful business operation. Understanding the legal requirements at the formation stage helps
companies avoid future disputes, regulatory problems, and unnecessary costs.

For any related inquiries, you may contact us at info@dmethiolawyers.com
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