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1. Introduction

Ethiopia is one of the fastest growing economies of Africa and home to around 120 million
people. Increasing road traffic, expansion of mobile phone networks, electrification of rural
communities and the demand for reliable backup systems in critical infrastructure lead to a
rapidity increasing deployment of batteries all over the country. While the use of batteries
serves multiple development goals, there is concern that current infrastructure and waste
management systems cannot cope with wastes arising from end-of-life batteries. Concerns
are particularly pronounced for batteries deployed in rural off-grid areas: While batteries are
important components for off-grid solar electrification equipment (e.g. solar home systems,
mini-grids), waste management systems are underdeveloped in such areas and not yet
prepared for increasing volumes of hazardous battery waste. Lead-acid batteries (LABs) are
by far the most prominent battery type used in Ethiopia. At the same time, it is known that
unsound handling and recycling of used lead-acid batteries (ULABs) can have severe
adverse effects on human health and the environment. While pollution cases in various
African countries stress the need to prioritize this waste stream, the subject was also taken
up by the international community that passed a resolution on the 3™ UN Environment
Assembly in 2017 encouraging all states “to continue their efforts for the environmentally
sound management of waste lead-acid batteries” (UNEA/EA.3/Res.9).

This report summarizes the analytical work on procedures of business licensing in Ethiopia
and the history of regulating lead-acid battery recycling industries in two countries (Germany
and Kenya). This report is part of a series of project outputs, which also encompass the
following additional documents:

* A review of existing technical standards on ULAB management and gap analysis

* The drafting of a Directive for Environmentally Sound Management of Lead-acid
batteries under Hazardous Waste Management and Disposal Proclamation
(Proclamation No. 1090/2018)

* Technical Guidelines for LAB producers, ULAB collection points, ULAB transporters
and ULAB recyclers

2. Current licensing procedures in Ethiopia

2.1.  General issues on licensing legal framework

The major law regarding licensing for any trade activity is the Commercial Registration and
Licensing Proclamation No. 980/2016 (the Proclamation hereinafter). Some of the provisions
of this Proclamation have been amended by Commercial Registration and Business
Licensing (Amendment) Proclamation No. 1150/2019. Proclamation No. 980/2016 was
amended to put in place a commercial registration and busmess licensing regime that is
responsive to the needs of doing business throug P meﬂucaent modern and accessible
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registration and licensing services or as it is commonly stated to create a condition of ease
of doing business.! The Ministry of Trade and Regional Integration is the main institution for
implementing this Proclamation.? However, other federal as well as regional organs are also
empowered to implement it. These are: the relevant sector office,® relevant authority,* the
Investment Commission,” and other institutions which are empowered by the Commercial
Registration and Licensing Proclamation and other laws.

The Ministry of Trade and Regional Integration, pursuant to the Proclamation, establishes
and administers a central commercial register and trade name register which has a
nationwide application; and also it makes open and accessible these to the public at large.
(Article 4(1) of the Proclamation). The Ministry is, therefore, the major government organ to
regulate and administer commercial registration, trade name registration and business
licenses. The regional states’ organs administering commercial activities and the Investment
Commission may undertake commercial registration and trade name registration when
delegated by the Ministry. All the commercial registration and the trade name registration
data (which are done by the Ministry, the Investment Commission and regional states’
organs administering commercial activities shall be entered into the central data base.
(Article 4(4) of the Proclamation). This is done to link regional trade bureaus and the
Investment Commission with the central trade name registry so that business persons will be
able to get decisions quickly. This can be achieved by putting in place and following up the
implementation of systems that will make it possible for service recipients to get registration
and licensing services without physically appearing at the registering offices’ by means of
information and communication technology. (Amendment Proclamation No. 1150/2019,
Article 5(17)).

It is important to note that the procedures and requirements of commercial registration for
various types of business organizations are different.

(See the brief notes under step-by-step business registration and licensing procedures
below).

The Proclamation compels all persons who want to obtain any kind of business license to
get registered in a commercial register. Registration in the commercial register shall consider
the geographic location where the main office of the business is situated. (Article 5 (1 & 2)).
Any person shall register in the commercial register only once even though he/she conducts
different kinds of business activities in different parts of the country. However, when a

' See the Preamble of Commercial Registration and Business Licensing (Amendment) Proclamation
No. 1150/2019.

This power is now transferred to the Ministry of Trade and Regional Integration according to the new
Federal Definition of Powers of the Executive Organs Proclamation No. .../2021.

* The relevant sector office is defined as an executive office empowered to issue certificate of
dcompetence or carry out other similar activities. (Article 2(38) of the Proclamation)

Relevant authority is defined as the Ministry of Trade and Regional Integration or Regicnal Organs
Administering Commercial Activities These are, in majority of the cases, regional trade and industry
bureaus. (See Commercial Registration and Business Licensing (Amendment) Proclamation No
1150/2018, Article 2 (3)

” The Investment Commission can perform some of the activities which are performed by the Ministry
of Trade and Regional Integration when it is specifically delegated by the Ministry. (Article 4(3) of the
Proclamation).

Registering office is defined as the relevant authority that undertakes commercial registration and

trade name registration. (Article 2 (21) of the Proclamation
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business person’ opens branch offices at various places shall register these branch offices
at his/her original registration before commencing business and should immediately notify
the registering office situated at the places where the branch offices are to be opened.
(Article 5 (3 & 4)).

Article 6 of the Proclamation stipulates that the application for commercial registration should
be made before the commencement date of commercial activity by filling a prescribed form
and attaching documents specified under the regulations and directives issued for the
implementation of the Proclamation. Where an application submitted for commercial
registration is found acceptable by the registering office, it shall register the application, upon
payment of service fee, and issue a certificate of registration to the applicant. If the
application for registration is rejected, the registering office shall immediately notify the
applicant in writing by stating the reason for rejection. The period of time between the
submission of an application and the issuance of certificates is not indicated in the
Proclamation.

The Ministry of Trade and Regional Integration undertakes commercial registration for
businesses which are deemed to be major businesses. For instance, it registers foreign
business persons engaging in mining sector, federal public enterprises, commercial
representatives, foreign business persons, foreign business persons that engage in business
by winning international bids, foreign business person desirous of acquiring a local business
in its present condition and engage in business, associations authorized to engage in
business under other laws, and sectoral associations to be organized at federal level as well
as foreign branch offices of chambers of commerce whose engagement is found to be
important by the Minister. (Article 6 (3)). Regional public enterprises and sectoral
associations organized at different hierarchies of the regions shall be registered by regional
trade and industry bureaus. (Article 6 (4)).

Getting entry into the commercial register is not enough for a business. A person needs to
be issued a business license. There are two lines of getting business licenses. The first one
is a business license that is issued by the Ministry of Trade and Regional Integration. The
Ministry issues licenses for those business categories to which licenses are issued at federal
level. Likewise, regional organs administering commercial activities issue licenses for
business categories to which licenses are issued at regional level. (Article 4 (7)).

Article 9 of the Proclamation deals with taxpayer's identification number (TIN) which is
issued by a tax collecting authority. The tax collecting authority assigns the TIN when it
receives a letter from the registering office. This is done before the registering office enters
the registration into the commercial register. When the tax collecting authority sends the TIN
to the registering office, the latter will enter the TIN in the commercial register. The TIN then
serves as a special identification number of registration for the business person.

A commercial register may be cancelled for different reasons. These include:

a) When the business person abandons his/her business activity for any reason;

A b_usiness person is any person who professionally and for gain carries on any of the activities
specified in the commercial code and the Ethiopian Business Licensing.Categories. (Article 2 (2) of
(Amendment) Proclamation No. 1150/2019.) vz ATl




b) When an administrative measure is taken or court decision is passed on the business
person not to continue with his/her business:

¢) When the business person was registered by submitting false information or
document;

d) When the business person is found to have violated the rules of the Proclamation or
regulations or directives issued for the implementation of the Proclamation. (Article

11(1)).
2.2 Institutions in charge of issuing business license

A number of institutions are empowered by the Proclamation to issue business licenses.
These are:

1. The Ministry of Trade and Regional Integration;

2. Regional organs administering commercial activities (usually these are regional trade
and industry bureaus); and

3. Relevant government organs.

Relevant government organs are sectoral governmental institutions which are empowered to
issue specialized and technical business licenses for applicants. These specialized and
technical business activities include:

a) prospecting and mining of minerals:

b) various water works services, excluding water works construction services:

¢) banking, insurance and microfinance services:

d) air transport services and other aviation services:

e) commercial activities involving the use of radioactive materials and radiation emitting
equipment:

f) telecommunication services:

g) the business or generating or transmitting or distributing or selling electricity;

h) repairing and maintenance of arms and firearms and sale of explosives. (Article 21
(4) of the Proclamation).

Even regarding these specialized and technical business activities, the Ministry of Trade and
Regional Integration has stakes. It is mandated to handle things in relation to the normal
business nature while other technical aspects of licensing are administered by the sectoral
institutions, These sectoral government organs which are authorized to issue business
licenses for the corresponding types of businesses related to their sector. when issuing and
renewing business license, should make sure that the requirements provided for in the
Proclamation, the regulation and directives issued under the Proclamation are met. (Article
21 (4) of the Proclamation).

An example of a sectoral government organ that can issue a specialized business license is
the one issued by the Petroleum and Energy Authority which is established by Proclamation
Definition of Powers and Duties of the Executive Organs Proclamation No. 1263/2021.° This
Authority issues two types of licenses and these are: license to generate, transmit, distribute
and sale, import or export electricity for commercial purposes; to undertake energy audit,

* See Proclamation No. 1263/2021, Article 51 (1). See also Article 83 (5) which makes the Authority
accountable to the ministry of Trade and Regional Integration.....




energy efficiency and conservation contracting or consultancy services (business licenses):
and certificate of competency, a document issued to certify the competency of any person to
engage in electrical works (competence license).’

When we come to the issue of LABs and/or ULABs, EPA will come to the scene regarding
issuance of certificate of competence. For instance, the lifecycle management of hazardous
wastes for environmental compliance (collection, transport, storage, recycling and disposal)
procedures are handled by EPA." This means that, any person, before getting a trade or
business license from the Ministry of Trade and Regional Integration or other licensing
institutions, must get a certificate that ensures such person is competent to engage in trade
or business in hazardous wastes, including LABs or ULABS.

The Proclamation also deals with certificate of competence. It defines certificate of
competence as a “certificate issued by the concerned sectoral government offices to certain
relevant commercial activities in accordance with directives issued by the Ministry upon
verifying that the required competence is fulfilled pursuant to this Proclamation and other
relevant laws." (Article 2 (30) of the Proclamation). This clearly shows that certificate of
competence can be issued by a concerned sectoral organ such as the EPA. However, this
does not mean that the Ministry does not issue certificate of competence. According to
Article 4 (10) of Proclamation No. 980/2016, the Ministry of Trade and Regional Integration
shall, in consultation with the concerned sectoral offices, identify business categories
requiring certificate of competence and coordinate formulation of criteria and issuance of
certificate of competence; issue certificates of competence to those business categories fall
under its jurisdiction. From these points it is clear that, business firms which want to engage
in activities, such as lifecycle management of ULABs need a certificate of competence
before getting a business or trade license.

The Council of Ministers issued a regulation for the implementation of this Proclamation. It is
Commercial Registration and Licensing Regulation No. 392/2016."" It focuses on the
requirements for registration of trade and business names and business license issuance.
As the regulation is issued for the implementation of the proclamation, it cannot deviate from
the tenets of the proclamation and other laws such as the hazardous wastes proclamation
and it is in congruence the general requirements of licensing.

2.3.  Divisions of business licensing in Ethiopia

The Ministry of Trade and Regional Integration also issued the Ethiopian Standard Industrial
Classification in 2013 based on the International Standard Industrial Classification and South
Africa Standard Industrial Classification and the existing economic realities of the country. '?

” See Article 2 (21 & 23) of Energy Proclamation No. 810/2013.

For instance, EPA prepares procedures and other prerequisites for the licensing of hazardous
waste storage. (See Article 11(3) (a) of the Hazardous Waste Proclamation).
~ This Regulation is also amended by Registration and Licensing (Amendment) Regulation No. 461
/2020,
"* Ethiopian Standard Industrial Classification, Preface, p. XX. This classification is issued under the
previous (now repealed) Proclamation No. 686/2010. As a matter of legal principle, any subecrdinate
legislation should be avoided when the parent law is repealed, unless specifically saved by the new
law that has replaced the repealed law. As the Ministry keeps on updating the Standard Industrial

Classification periodically, it is logical to consider that the Standard Industrial Classification is
functional. bl




Ten sectors have been identified and each sector is sub-divided into Major Divisions,
Divisions, Major Groups, Groups, and Sub-groups with their specific codes. The Ten Major
Divisions (Table 1) the Ethiopian Business Licensing Categories are listed in the following

table.

Tabie 1: Major Divisions the Ethiopian Business Licensing Categories

Major Division

Title of Category

1 Agriculture, Hunting, Forestry and Fishing
2 Mining and Quarrying
3 Manufacturing
4 Electricity, Gas and Water Supply
5 Construction
Wholesale and Retail Trade; Repair of Motor Vehicles, Motor Cycles
6 and Personal and Household Goods; Hotels and Restaurants: Import &
Export
7 Transport, Storage and Communication
8 Financial Intermediation, Insurance, Real Estate and Business
Services
9 Community, Social and Personal Services
Private Household Exterritorial Nongovernmental Organizations,
10 Representatives of Foreign Governments and other activities not

adequately defined

This revised Ethiopian Standard Industrial Classification has defined over 1,320 specific
licenses. Regarding lifecycle management of ULABS, they can be categorized under the
following classifications.

1. Major Division 3 (or Manufacturing):

2. Major Division 4 (or Electricity, gas and water supply);

3. Major Division 6 (or Wholesale and retail trade, repair of motor vehicles, motor cycles
and Personal and household goods; hotels and restaurants: import and export); and

4. Major Division 7 (or Transport, storage and communication).

Regarding business or trade of batteries, manufacture of accumulators, primary cells and
primary batteries; wholesale trade in vehicles tyres, inner tube and battery; retail trade of
tyres and car batteries; car battery charge & repairs (battery repair) garage; import of tyres,




inner tube and car battery; and export of tyres, inner tube and car battery have been
classified under different groups.'®

A businessperson can get licensed for as many businesses as possible. As can be seen
from the above table, several sub-groups can be put on one license if these categories fall
under the same Major Group.

2.4.  Step-by-step business registration and licensing procedures

Proclamation No. 980/2016 (and the amendment Proclamation No. 1150/2019) prescribe
step-by-step business registration and licensing procedures. The following subsections give
some details on these procedures.

2.5. Registration in the commercial register

Part Two (Articles 5—13) of the Proclamation is devoted for Commercial Register. The
issues dealt under this Part of the Proclamation include:

2.5.1. General requirements for registration in the commercial register

* Itis not possible to obtain any kind of business license without being registered in
commercial register. The commercial register is a public directory which creates legal
security for the businessperson.

* A person should be registered in the commercial register at the place where the head
office of his/her business is situated; application for commercial registration shall be
submitted before the anticipated commencement date of commercial activity by filling
a prescribed form and attaching the necessary documents.

* A person can be registered in the commercial register only once even though he/she
conducts different kinds of business activities in different regions. The major purpose
of a commercial register is not showing the type of business but rather the person is
engaging in a business activity and he/she is a trader.

+ Get Taxpayer's ldentification Number.

* Where an application submitted for commercial registration is found acceptable by
the registering office, the registering office shall register the application, upon
payment of service fee, and issue a certificate of registration to the applicant.

* Any person who opens branch offices at various places shall register these branch
offices at his/her original registration before commencing business and immediately
notify the registering office situated at the places where the branch offices are to be
opened.

* No objection should be lodged after publication of the commercial register,
Objections usually relate with conflict of interest or unfair competition.

2.5.2. Requirements for sole proprietors

An application for commercial registration must be submitted before the
commencement date of commercial activity by filling a prescribed form and attaching
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" See pp. 40, 50, 76, 90, 96, 118, 120, and 140 of t




documents specified under the regulations and/or directives issued for the
implementation of the Proclamation.

When any person is being registered in the commercial register pursuant to the
Commercial Code, it shall be effected by verifying that the company name entered in
the commercial register shall not cause conflict of interest against another business
person.

Requirements stipulated under Entries in the Commercial Register (Articles 78 — 89)
of the Commercial Code of 2021 shall be fulfilled. Of the requirements under the
Commercial Code, the requirement under Article 80 reads as follows:

Art. 80. — Accuracy of statements.

(1) The official in charge of the register shall verify the accuracy of the
statement made by the person applying for registration. Where, a person
applies to be registered as a trader, the official shall ascertain whether the
applicant fulfils the legal requirements for carrying on the trade in respect of
which registration is sought.

(2) The official shall see to it that the statement includes all legally required
infarmation, check all documentary evidence supporting the statement and
the conformity of the statement to such evidence.

(3) The official may require the applicant to produce such further documents or
information as may be necessary.

2.5.3. Requirements for business organizations

Founders or members of a business organization should, before signing the
memorandum and article of association, apply to the registering office and get
verification that another business person has not occupied the name of the business
organization,

After getting the verification, the founders or members of a business organization
must sign memorandum of associations and articles of associations and any
amendments and alterations thereto shall be authenticated by a professional to be
assigned by a government body authorized by law to authenticate documents who
will based in one stop shop centres to be set up within the commercial registering
and business licensing bodies.

An application for commercial registration is, then, submitted before the anticipated
commencement date of commercial activity by filling a prescribed form and attaching
documents specified under the regulations and directives issued for the
implementation of the Proclamation, as well as articles 73 — 77 of the Commercial
Code. One of the requirements under the 2021 Commercial Code is publicity. Article
73 of the Commercial Code stipulates that:

Art. 73. — Publicity. |
|

(1) Publicity through the commercial register shall be effected, with regard to a
trader, by the entry into the register of declarations made by the trader
before the authorities responsible _fgr registration. Entries in the commercial
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register shall have effect as of the business day following the day when, the
entry was made.

(2) The provisions of Book Il of this Code shall apply to the registration of
declarations made by business organizations.

2.5.4. Acceptance or rejection of application

* Where an application submitted for commercial registration is found acceptable by
the registering office, it shall issue a certificate of registration to the applicant;

* Ifthe application for registration is rejected, the registering office should immediately
notify the applicant in writing by stating the reason for rejection;

* An objection filed in accordance with the commercial law shall bar a sole proprietor or
a business organization from registration in the commercial register;

* Any commercial registration is valid as of the date of the applicant’s registration in the
commercial register in accordance with the provisions of this Proclamation. A
business organization attains legal personality upon registration;

* Where sole proprietorships or business organizations are established, or registration
certificates are issued to any person, the relevant authority shall, by means of
accessible information communication technology make public information relating to
their registration and licensing.

2.5.5. Alterations or amendments to a commercial registration

» The registering office shall before registering ensure any alterations of or
amendments to commercial registration are prepared in accordance with the
provisions of the Commercial Code:

* The requirements for registering in the commercial registration are also applicable for
alternations or amendments to a commercial registration, as appropriate.

-

2.5.6. Cancellation of commercial registration

* Cancellation of registration of a private limited company shall only be valid 2 month
after the registering authority made it public by means of accessible communication
and information technology. Where the cancellation involves sole proprietorships it

shall be valid as from the date of such cancellation;

If a business license of a business person is cancelled, his commercial registration

shall also be cancelled, unless other additional business licenses are issued based
on the same commercial registration.

2.5.7. Issuance of substitute certificate of commercial registration
* Any business person whose certificate of commercial registration is lost or damaged

may obtain a substitute certificate of registration pursuant to the criteria set forth in
the regulations issued for the implementation of Proclamation No. 980/2016.




2.6. Business licensing procedures

To engage in a business activity, a person needs to get a business license. It is not possible
to run a business without having a valid business license. A businessperson having a valid
business license is not required to obtain additional business license for branches he/she
opens for the same type of business activity.

2.6.1. Application for business license

Submitting an application form accompanied with important documents prescribed in the
regulations issued by the Council of Ministers to the appropriate authority is necessary. The
Commercial Registration and Licensing Council of Ministers Regulation No. 392/2016 and its
amendment regulation (Regulation No. 461/2020) specify the attachment of various
documents depending on the type of the business firm to be established. For instance:

* Application for registration of business name of a business organization shall be
submitted by attaching the following documents with the application form:

a) original and necessary copies of valid identity card or passport of one of the
member chosen to register the name of the business organization;

b) the draft articles and memorandum of association;

c) three alternate names for the business organization.'

* Application for commercial registration of sole proprietor shall be submitted by
attaching the following documents with the application form:

a) two passport size photographs taken within six months, which shows the
clear identity of the applicant;

b) original and necessary copies of valid identity card or passport of the
applicant;

¢) confirmation of address of the head office and branch offices of the business,
if any.'®

* Application for a Special Certificate of Commercial Representative shall be submitted
by attaching the following documents with the application form:

a) certificate of registration of the representative;

b) two passport size photographs taken within six months' time, which shows
clear identity of the representative;

¢) original and necessary copies of valid identity card or passport of the
representative;

d) where application is submitted by an attorney: original and copy of power of
attorney given by the principal, original and necessary copies of valid identity
card or passport of the principal and the representative;

e) a bank confirmation for deposit of minimum of USD 100,000 (One Hundred
Thousands United States Dollar) in domestic bank in the name of the
representative for operation and salary expenditure for the budget year,

f) statement of address if the applicant has principal business address and
branch offices, if any;

g) details explanation of the business activities of the representative;

** The Commercial Registration and Licensing Council of Ministers Regulation No. 392/2016, Article 4
1).
i Ibid, Article 9 (1). gl —"




h) if the applicant is a foreign national, verification showing commitment to
obtain residence and work permit from appropriate government body, after
the issuance of special certificate of commercial representative.'®

2.6.2. Issuance of business license

* A person/business organization is required to fulfil the following conditions to obtain a
business license:

o Commercial and trade registration:

o The business activity shouldn’t be prohibited by any law;

o An application to the relevant authority in accordance to the applicable law:
o Payment of appropriate service fee; and

o Other requirements provided by the applicable laws.

2.6.3. Renewasl of business license

* A business license is renewed in six months period within the fiscal year between
from Hamle 01 until Tahsas 30 or in his registered budget year;

¢ A business person desirous to renew his business license should fill the form
prepared for the same purpose and submit documents specified in the regulations
issued to implement the Proclamation;

* If not renewed within the prescribed time, renewal is possible upon payment of fines.

2.6.4. Period of validity of a business license

* A business license remains valid provided that it is renewed and is not cancelled
pursuant to the provisions of the Proclamation:

» The business license shall be invalidated if not renewed within six months after the

expiry of the budget year in which it has been issued or renewed upon payment of
the appropriate fee.

2.6.5. Suspension of Business License

=
* Arelevant authority may suspend business license on the following grounds:

o Where the business person fails to meet occupational, health and sanitation,
environmental protection, accident prevention standards and qualities of
goods and services;

o Where the business person fails to discharge obligations of a business

person clearly specified in the proclamation:
Where the business person fails to provide information accurately and timely
upon the request of the relevant authority;

o Where it is verified that the license was issued or renewed based on falsified
document;

o Where the license is used by the holder for an unauthorized purpose:

o Where the business person is unavailable at the registered address; and

o Where the business person is found to have violated the Commercial Code,
the Proclamation, the regulations and directives, as well as other laws.

* Where the defects caused the suspension of the business license are rectified within
the time given by the relevant authority, the suspension shall be lifted and the
business license becomes valid.

o

"® Ibid, Article 27 (1—8).




The suspension of certificates of competence by relevant competence assuring
institutions also entails suspension of the corresponding business license without any
precondition.

2.6.6. Cancellation of business license

A relevant authority may cancel business license on the following grounds:

o Where the business person terminates his/her business activity by his own
choice;

o Where it is verified that the business license was issued or renewed based on
falsified document;

o Where the business person has utilized the business license for an
unauthorized purpose;

o Where the business person fails to rectify defects that resulted in the
suspension of his business license within the time given;

o Where the business person is declared bankrupt;
Where the business person fails to have his license renewed under the
provisions of this Proclamation;

o Where the commercial registration of the business person is cancelled under
the Proclamation.

2.6.7. Obtaining a'substitute business license

 Ifabusiness license lost or damaged, the licensee may obtain a substitute business
license when he meets the requirements provided by the Ministry;

* A business person whose license is damaged must return such damaged when he
applies for a substitute;

» The relevant authority to which the application is made shall require presentation of
evidence from appropriate body or police and upon payment of appropriate fee issue
the substitute business license.

2.6.8. Issuance of business license upon transfer of a business

* A business may be transferred to another person through sale, donation, and
inheritance or in a similar manner.

» There are some requirements that must be fuffilled for the issuance of business
license upon transfer of a business. These include:

o The transfer of business must be published on a newspaper having
nationwide circulation and no objection is lodged against after one month of
publication.

o The business shouldn't be subjected to any suspension order.

Tax clearance evidence from the tax collecting authority for the period the
license had been in use is presented before the transfer of a business.

o The former business license should be returned.

o The relevant authority shall verify that the above requirements are fuffilled.

» The relevant authority, upon the satisfaction of the above conditions, will issue a
business license to the business person to whom the business is transferred.

* Where the relevant authority rejects the application, it must notify the applicant in
writing and the reasons thereof,




Figure 1 A Simplified flowchart that shows the procedure for obtaining a business registration and
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2.6.9. Interim conclusion

» The number of licenses identified by the revised Ethiopian Standard Industrial
Classification appears to be high and has an implication that business persons are
required to obtain multiple licenses for closely related business activities. This in turn
would confuse applicants in choosing from the many but related business types
which are relevant for their purposes. It is therefore important to merge different
licenses involving the same kind of product or service as a single license. For
instance, (a) manufacture of accumulators, primary cells and primary batteries; (b)
import of tyres, inner tube and car batteries; (c) car battery charge & repairs (battery
repair) garage; (d) wholesale trade in vehicle tyres, inner tube and battery: (e) retail
trade of tyres, car batteries; and (f) export of tyres, inner tube and car battery are
license types under battery.

* The requirement of certificate of competence is a very important step to certify
whether or not a business person has the capacity and capability of operating a
business. The significance of certificate of competence is more pronounced when the
business deals with hazardous substances such as LABs and ULABs. Because a
small problem in the handling and management of the lifecycle of ULABs can have
disastrous consequences on human health and the natural environment.

* The Electrical and Electronic Waste Management and Disposal Council of Ministers
Regulation No. 425/2018 clearly empowers the Environmental Protection Authority to
issue certificate of competence for its management and disposal. As batteries
contain hazardous substances with potentially similar or even greater negative




impacts on human health and the environment, the Authority would issue Certificate
of Competence for the life cycle management of LABs and ULABS.

» Some of the procedures in the legal framework are unnecessary and cumbersome
for the business persons. To give one example, when a business license is lost, a
business person is required to bring evidence from appropriate body or police that
testifies the document is lost. This is unnecessary. Even if it is feared that the
business person deliberately applies for a second license, this can be easily solved
by indicating in the document that it is a replacement for the lost original document,
instead of issuing the original license.

3. Environmental regulation of lead-acid battery industries in other
countries

3.1.  Germany

Many lead-acid battery recycling plants in Germany have emerged from former ore and
metal processing smelters that have been active for well over 100 years. In the early days,
these plants performed poorly in terms of emissions and occupational safety, which led to
massive environmental pollution and a high rate of occupational accidents. Although there
were early initiatives for a cleaner and safer production, these addressed isolated symptoms
and did not resolve most of the root causes. An example is the construction of tall
smokestacks that improved the local air quality in the facility but dispersed emissions into the
wider enviranment.

With the rapidly growing economy and the accompanying increase in environmental
pollution, as well as the environmental movement in the 1960s and 70s, facilities were
systematically regulated for the first time. The environmental movement in Germany
emerged from a strong concern over a growing number of disastrous industry accidents
involving hazardous chemicals such as in Seveso (Italy 1976), in Bhopal (India 1984) and in
(Switzerland, 1986). In addition, the public call for stricter standards and enforcement was
fuelled by domestic pollution cases, including from the lead-acid battery production company
Sonnenschein, which emitted very high amounts of lead and repeatedly was subject to
factory fires. The case of the Sonnenschein-company was very present in German media in
the 1980s as the company was owned by a cabinet member of the German Government,
giving rise to fears that political power might override the environmental and health concerns
of the German population at that time'”.

Based on the increasing public pressure from environmentalists, scientist and the media,
national emission standards were introduced and tightened. In that context, a milestone in
standard setting for industrial facilities was the development of the Technische Anleitung zur
Reinhaltung der Luft (TA Luft) (Engl.: Technical Instructions on Air Quality Control), which
was first introduced in 1964 in a rudimentary form and further developed in 1974, 1983, 1986
and 2002. The impacts and successes of the TA Luft were mostly based on the following
elements:

" Der Spiegel (1985).




» Requirement to operate according to the state-of-the-art (also “best-available-
technigues”): The 1974 version introduced that all industrial facilities must follow the
“state-of-the-art” in terms of processes and emission control measures of their sector.
Although the term was not specified in a technical sense, it opened the door to base
assessments and audits on technical standards and guidelines that define state-of-
the-art technologies and processes.

* Transition periods: In the 1986 version, it was further introduced that facilities which
existed prior to a new version of the TA Luft are given transition periods to comply
with the new benchmarks and standards (up-to 8 years).'R Interestingly, the transition
periods were tightest for the most polluting plants, which — for the first time in
environmental policy making in Germany — signalied a no-tolerance policy for
polluters and significantly reduced the incentive to delay investments in facility
upgrades.

+ Emission benchmarks tightened over time: While the version of 1983 still allowed
stack emissions of lead of up-to 20 mg/m’, the current version set the limit to 0.5
ma/m?’.

Next to the TA Luft, further regulatory benchmarks were introduced, also covering health and
safety aspects at the workplace as well as emission and concentration benchmarks for water
and soil. Compliance verification fell into the responsibility of federal state authorities, where
most tasks are performed by factory inspectarates (German: Gewerbeaufsicht).

The following factors also facilitated enforcement of regulations and an improvement of
industrial plants (including lead-acid battery production and recycling plants):

» Civil society engagement & enforcement: While industry lobbies had successfully
avoided enforcement of standards until the 1980s (see the shortly described
Sonnenschein-case above), environmental groups increasingly involved in public
procedures on licencing of facilities and played a whistle-blower role on pollution
issues. These activities made it difficult to hide pollution cases and supported the
work of regulatory and enforcement authorities.

» Liability & increasing awareness for cost implications of pollution: After various
pollution cases in Germany, it increasingly became obvious that health
consequences as well as remediation of contaminated sites are much more
expensive than precautionary measures. More and more court cases sued
companies to pay high compensation to workers who suffered from workplace
exposure to pollutants, and to conduct remediation of contaminated sites. In that
context, insurance companies started to play a driving role as they limited
compensation of damages to humans and property to cases where the company was
able to prove that they applied best-available-technologies.

While the above-mentioned policy elements are applicable for all industrial activities in
Germany, a specific battery regulation (German: formerly Batterieverordnung, now
Batteriegesetz) was first introduced in 1998. The scope of the regulation is on all battery
types, but has specific requirements for lead-acid batteries and particularly regulates that
retailers of automotive batteries must grant a discount of 7.50 Euro on the purchase of a new

"® In earlier versions of the regulation, the benchmarks only applied to facilities that were set-up and
registered after coming into force of the respective TA Luft. -




battery when an old battery is returned. Since 1998, the regulation was amended various
times and was also aligned with the European Battery Directive (2006/66/EC). It is
noteworthy, that both, the German Battery Regulation and the European Battery Directive
mainly regulate battery design-issues, take-back and EPR-requirements (e.g. limiting certain
types of hazardous substances in batteries, collection systems and recycling targets) and
refer to production and recycling process in a quite general manner (by referring to ‘best-
available technigues').

Figure 2 Development of the German batlery legislation over time
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3.2. Kenya

Kenya is one of the largest economies in East-Africa with a growing demand for batteries for
transport and storage solutions in various segments of the economy. The annual national
ULAB generation is estimated at 37,000 t — 53, 000 tonnes'® Lithium-ion batteries
increasingly gain relevance in various applications, however also volumes of used lead-acid
batteries are expected to continue to grow in the next decade. Industry scale recycling of
lead-acid batteries usually gets attractive starting from an annual ULAB-availability ranging
between 10,000 and 24,000 t per recycler, depending on costs for land, labour and
equipment, as well as the level of environmental standards to comply with.

Subsequently, the large volumes of used lead-acid batteries make the country quite
attractive for investments in battery recycling and three recycling facilities were set-up in the
coastal area around Mombasa and two in the rift valley starting operation more than 10
years ago®’

In terms of legally required licensing procedures, companies must conduct an environmental
impact assessment (EIA) to be submitted to the National Environment Management

> Tur et al. (2016); Onianwa (2020).
* CJGEA (2016)..
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Authority (NEMA) before setting up industrial activity. The conduct of the EIA follows a
standardised process to be led by an expert licensed by the NEMA. Once set-up, regular
environmental audits of the facilities are conducted by environmental auditors/inspectors
registered by NEMA?",

In the case of lead-acid battery recycling, these mechanisms widely failed as most plants
operated in a very polluting manner over prolonged time periods without being challenged by
authorities®. Although the exact reasons for this system failure are not entirely known, the
following aspects have likely played a role:

* ElA-experts, auditors and government authorities were not fully aware of the
potentially detrimental effect of unsound ULAB recycling. Subsequently, compliance
verification for the sector was not prioritized over those for other (less polluting)
industrial and commercial activities.

* EIA assessment guidelines and conformity assessment procedures lack specificity
for this sector. Subsequently many individuals, responsible for compliance
verification, were and still are overwhelmed by the technical complexity of the
involved processes and unable to articulate improvement needs. Thus, auditing
reports are likely to formulate very general conclusions, not pinpointing the real
weaknesses of plant operation and their improvement needs.

* The interest of investors was widely seen as a positive sign for economic
development, and gained support by decision-makers in politics, administration and
society. Such dynamics may have led to neglecting stringency in environmental
control and enforcement.

The sector got attention after emissions from one plant close to Mombasa led to severe
health impacts amongst workers and local residents starting in 2009 with more than 20
deaths being attributed to lead poisoning from the recycling facility”, These issues led to
sustained civil society protests and mounting pressure to regulate and improve the sector.
As a reaction, the Kenyan government enforced the shut-down of various polluting battery
recycling plants, including the facility in Mombasa in 2014 and 20152 This move was
justified with the country’s constitution of 2010, stressing that “every person has the right to a
clean and healthy environment”,

During the enforcement campaign 2014 and 2015 only one ULAB recycling plant stayed in

operation and found itself in a situation where — without improvements — it was also
threatened with closure.

In this situation, a lack of specific sector guidance and regulation proved to be a challenge
for effective regulation: While one plant stayed in operation, the conditions under which its
operation shall either be sanctioned or granted, were (and still are) widely unclear and
subject to interpretation. In the case of the last remaining plant, support came from a solar
home system provider who was searching for an environmentally sound solution for its
ULABs. The company brought in an international expert who conducted a full assessment of

2 NEMA (2021).

;a C.;GEA (2018); Environment and Land Court at Mombasa, of 7/16/2020.
Etiang et al (2018); Kenyan Ministry of Health (2015); CJGEA (2016); Environment and Land Court
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the recycling process and developed an improvement plan in 2016. While the ULAB
recycling company agreed on implementing the improvement plan, the solar company

committed to constant deliveries of end-of-life batteries as long as the improvement plan was
followed.

Today, the plant has upgraded to higher standards and is still in operation. At the same time,
operating conditions are still not defined. New applications for operating licences still rely on
the established EIA process and are not guided by sector specific requirements. This gives
rise to uncertainty about the future development of the ULAB recycling sector in Kenya.
While government sanctions and closures in 2014 and 2015 effectively stopped many worst
polluting practices, conditions for eligible operations are still not defined. At the same time,
the sites of the closed ULAB recycling facilities are legacies and there is no strategy and
fund for remediation activities. Although, the constitution of Kenya allows the application of
the polluter-pays-principle, the former owners of the facilities are not available anymore so
that the burden from legacies and health impacts are left to the society of Kenya.

It is noteworthy that the residents affected by the polluting plant close to Mombasa
successfully sued the Government of Kenya for not taking appropriate action to prevent
health impacts from pollution. In 2020 a court demanded the Government of Kenya to
decontaminate the area and to pay 12 million US$ of compensation to the affected
community®.

4. Recommendation for the Ethiopian situation

* Unsound management of lead-acid batteries poses severe risks to human health and
the environment. Thus, it is strongly recommended that related business activities
are licenced through a procedure where the operators’ competence to comply with
health, safety and environmental requirements is thoroughly checked. From an
administrative perspective, this shall fall into the sphere of EPA, Ethiopia's Electrical
and Electronic Waste Management and Disposal Regulation already offers a
precedent case for such processes.

* While there is also an informal sector that is difficult to be fully formalized and
registered, primary focus should be on the potentially highest polluting practices,
which are LAB production and ULAB recycling. These processes should in any case
be only done in licensed and fully compliant entities, and a no-pollution-tolerance
policy should be applied on these steps, which has proven to be a major success
factor in Germany and Kenya. This means that:

o No collector or transporter (independent of formal or informal) shall conduct
any recycling step such as battery breaking and acid drainage.

o LAB producers and ULAB recyclers should fully comply with health, safety
and environmental requirements set-out in the Hazardous \Waste
Proclamation, the (draft) Directive for Environmentally Sound Management of
Lead-acid Batteries, and the associated (draft) Technical Guidelines. If this is
not possible immediately, a feasible but ambitious transition process should
be arranged that is tied to clear facility improvement plans.




In order to fully comply with all requirements, existing LAB producers and ULAB
recyclers will have to make significant investments in rebuilding / upgrading of their
facilities and processes. Investments are estimated to be at several million US$ for
one high standard ULAB recycling facility. To justify such high investments,
regulatory pressure on individual companies will not be enough. While such a no-
pollution-tolerance policy is needed, it should also be tied to efforts to ensure that:

o Competition from low-standard competitors is reduced (by sanctioning /

closing such recyclers)
o Ensuring that all government controlled ULABs are exclusively supplied to
compliant recyclers

This mechanism is elaborated in some more detail in the recommendation chapter of
the report on Review of Technical Standards on the Management of Lead-acid
Batteries.
The issuance of an operating licence for operators in the lead-acid battery
management chain should not be seen as the only compliance verification measure:
Operators have to be regularly visited and inspected by competent authorities to
check on compliance during day-to-day operations, and - if necessary - to demand
improvements and to impose sanctions (e.g. fines, temporary or permanent closure
of operation). In addition, EPA shall consider tightening rules, benchmarks and
technical requirements over time.
Next to regulations, standards/guidelines, licensing and compliance verification,
public interest litigation is a major additional means to ensure widespread compliance
with requirements set out in the legal framework and proved to be a main factor for
sector improvement in other countries and can greatly assist the work of compliance
verification bodies. In that context, public interest litigation should be strengthened in
Ethiopia. Currently some civil society organizations (CSOs) are trying to engage in
public interest litigation and it is advised to welcome such efforts and to develop
plans as to how Environmental Protection Authority could assist these CSOs in
strengthening the public interest litigation they have initiated.



