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MICRO FINANCING BUSINESS
PROCLAMATION

WHEREAS, micro-financing institutions play an
important role in providing access to financial services to
rural farmers and people engaged in other similar
activities as well as micro and small-scale rural and urban
entrepreneurs;

WHEREAS, it is necessary to have an appropriate
legal framework that further enhances the development
and soundness of the micro-financing business;

NOW, THEREFORE, in accordance with Article
55(1) of the Constitution of the Federal Democratic
Republic of Ethiopia, it is hereby proclaimed as follows:

PART ONE
GENERAL

1. Short Title

This Proclamation may be cited as the “Micro-
Financing Business Proclamation No. 626/2009”

2. Definitions

In this Proclamation, unless the context requires
otherwise:
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4/ “4F& erame- TR TAT (Al 1/ “authorized institution” mean any financial
&€ Fn Rt F ‘)4"&9"}9 e Wi institution licensed by National Bank to carry on
A 4.2 eramo- MTTFO-P 0405 micro-financing business;

70 TR -7

g€/ “PGT 4 LAY M0 0715 Fo-9” 2/ “chief executive officer” mean a person, by
1041 ONF° PULmé-I° T PRI whatever title that person may be referred to,
RIS 4570 HRI° CONT oA who is primarily responsible for the day-to-day
2P (1PS ALY Pavye it management of the affairs of micro-financing
2AMT PTame: Ao- 107 institution;

i/ “0aze” Mot MAAeLe 1L h?
aw/lt Srame? TCATL el U 3/ “company”’ mean a share company as defined
ANOPEE (1ov-A A5 ear 07 under the C(?mrqercial Code of Ethiolt’)ia’in
OLI® (lovd. (A-P5ea-eF QAT wh¥ch the capital 1s.wh.011y owned by Ethiopian
VI (1o CCEAT P00 NAAT nationals or organizations wholly owned_ by
K Y @l PG Pq v Ethiopian nationals, and regisered under the
20 Ml (AAC5e PP ANOL? 714 aws of, and having its head office in Ethiopia;
ac ro-7

. . Y 4/ “compulsory savings” mean mandatory deposits

o/ £28,3 ‘hm‘! “0T 1'”"]4? Pl made for the purpose of enabling the individuals
P AT U CTT 4P or groups making the savings to qualify to
tamo- AR AALC Ava-aL Ak receive loans from an authorized institution and
AUFG ATLeTT ANLC a0 eyt to serve as collateral against the loans so
AT (1918, 700+ mT obtained;
fdmQ 1710 r0-7

&/ “ReLnTC” ot 171 TFa9° 297049 5/ “director” mean any member of the board of
A%° P9mé- NV79° A0S 42670 directors of a micro-financing institution, by
SPI° 08 LLATCET NCEL ANA Yo7 whatever title he may be referred to;

E/ CP4LGTIN AR M0t avh e, 6/ “financial institution” mean insurance company,
na7eT AT AWty P4L57I0 bank,micro-financing institution, postal savings,
TR9°T 00 km) LCETT PhPA money transfer institution or such other similar
LCET 0l9 Nhe-P 070 P00 institution as determined by the National Bank;
AA FaAAL CCET o 7/ “financial lease” mean a type of leasing by which a

lessor provides a lessee against payment of mutually

Z/  “4-L570 he- 87 M0 AT agreed installments over a specified period with the

use of specified capital goods which is:
v/ j’e}\ynb'g{\w';"';z‘ P @s PL a) either already acquired by the lessor; or
A/ (FNEE avisp 'yt RN, R b) purchased by the lessor from a third party,

hLmé-o- P0+E o017 oL Mo

PN 0T
+he-e Otoay L o0 Theae P9LeAd
Av-a-t: @19F ag°9°rt etony 14° (o
a7 UL NavLA9° RWr5.mP9°0+ P9.ehe-
LT Phe-e nge9eyl: a7t (1798 L0
2 00T Ale N0 DA 0w AL av-q.
AN av (1 LR POLB LTS Phe-L
Hav'r AP0 V-A1:9° 019T hrtaov- +h
& P 0. Pw7 A POLTFANT Ph
P AT AT T

and under which

known as the supplier, chosen and specified by
the lessee;

the lessor shall retain full

ownership right on the capital goods during the
period of the lease agreement, and subject to
agreement between the two parties, the lessee may
have an option to purchase the capital good outright
after the termination of the lease period at an agreed
price;
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“Nedud-P V70" “I0T CAATXL A
&P O7h 1o

“Ao-” QT CTELTE @ L9 h? Ao
71 a1 e Amo- AhA To-E

“PHae g avav G TYINE Acho P 070
N7 eoMm- avavs e P79.mN07 -T14.17,
P1TI°VCA RLET Prve- APCLT PP
G Po7-9°0C avavlls -

‘P ot NP V70 0L9° Ody
&P aFh eHee G- AT 049 FAC
LANTT RIS 2425770 R0 lavld Al
ANG$T R85 MT1PPC FRovr mGT)
M eL 0LI° TGN a-E

“Co-L, - m0” 74 NaaZei0 01915
Fa-9® L1 Nov-d. @ L9° Nhé.A A.0N
PULTA L.PL N Oamo- 1R9° o0
P P 1IN To-E

“he 14 Pree DAL T PPG e
ANL977 °h A PP o L9° Térk:
OPPI A8 LLATCT O0CE PP 175
@-9° PRINTE P4.L570 ARI° ¢roe-
544, 107

PG 0-9° (w78 23 CHr1do- A10K
A F79° LohI°l-A\s:

8/ “financial year” mean the financial year of a
micro-financing institution running from Julylst
to June 30" of the following year;

9/ “group  guarantee” mean a  guarantee
mechanism whereby a group of borrowers
undertake to be liable jointly and severally for
the repayment of a loan taken from an
authorized institution in the event of default by
any one of them;

10/ “micro-financing business” mean the provision
of financial services as specified under Article
3(2) of this Proclamation by authorized
institution;

11/ “micro-financing institution” mean a company
licensed under this Proclamation to engage in
micro-financiing business in rural and urban
areas and other activities specified under
Article 3(2) of this Proclamation;

12/ “National Bank” mean the National Bank of
Ethiopia;

13/ “person” mean any natural or juridical person;

14/ “qualification of competency” mean required
education, experience, fitness and propriety as
prescribed by directives to be issued by the
National Bank;

15/ “receiver” mean the National Bank or a person
appointed by the National Bank to take control of a
problem micro-financing institution for the purpose
of restructuring its operations in order to make it
sound or to terminate the existence of such
institution;

16/ “voluntary savings” mean any deposit made
with an authorized institution, which may be

withdrawn partially or totally at any time by the
account holder;

17/ “senior officer” mean any officer of a micro-
finance institution who is deputy to the chief
executive officer or is directly reporting to the
board of directors.

18/  any expression in the masculine gender includes
the feminine.
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aAm-TI

3. Purpose and Activity of Micro-Financing

Institutions

1/ The main purpose of a micro-financing
institution shall be to collect deposits and
extend credit to rural and urban farmers and
people engaged in other similar activities as
well as micro and small scale rural and urban
entrepreneurs, the maximum amount of which
may be determined by the National Bank.

2/ Subject to conditions set under this
Proclamation, a micro-financing institution may
engage in some or all of the following:

a) accepting both voluntary and compulsory
savings as well as demand and time
deposits;

b) extending credit to rural and urban farmers
and people engaged in other similar
activities as well as micro and small-scale
rural and urban entrepreneurs;

¢) drawing and accepting drafts payable within
Ethiopia;

d) micro-insurance business as prescribed by
directive to be issued by the National Bank;

e) purchasing income-generating financial
instruments such as treasury bills and other
short term instruments as the National
Bank may determine as appropriate;

f)  acquiring, maintaining and transferring any
movable and immovable property including
premises for carrying out its business;

g) supporting income generating projects of
urban and rural micro and small scale
operators;

h)  rendering managerial, marketing, technical
and administrative advice to customers and
assisting them to obtain services in those
fields;

i)  managing funds for micro and small scale
businesses;

j)  providing local money transfer services;
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T/ P4L5IN Mg AIANCT (M)A k) providing financial leasing services to
0> _h:f:‘e' Ul WP PO peasant farmers, micro and small-scale
BYE/THFT avw b ARCO RECT R75. urban and rural entrepreneurs in accordance
U2 NCs ﬂh'l“:"l NPPTI5 A0 with the Capital Goods Leasing Business
"“'; "’}fff;\q AT AT APT Proclamation No. 103/1998; and
avqmt £
1)  engaging in other activities as specified by
T/ NP 70 Lo (170N directives of the National Bank from time to
Two- avavg 0P 170t AT tme.
&P aOT)
heA AT PART TWO
NARINTT P4-L£5770 176 6.2 LICENSING MICRO-FINANCING BUSINESS
g. 42L& PNo-NT h1EALYT 4. Requirement of Obtaining License
8/ MIF09 (o lché-P 070 4P L hA
TP AOFPCT MAINTE P4-L5T0 27¢- 1/ It is prohibited to engage in micro-financing
AL, O\ RLTAIPE PTI° A0 business without obtaining a license from the
WD KD .98 e AN ED 03T National Bank; provided however, that banks
AP Prvee 2.9 APNLAYT® (AN licensed under the appropriate law may engage
1% P4 Bq.}}] ’ mi AL (L A"94. O in micro-financing business without a separate
Ades: ’ micro-financing business license.
€/ Y A1Px 700 RrPAR /B/ CHLE @7 2/ Where the National Bank has reason to believe that a
Nao-FAAG: TIST@9° Am- P78 17HA person, in contravention of sub-article (1) of this
A@POA 070 odf 0L9° 1779200.° HE, Article, is advertising for or soliciting deposits of
aqnbavy LI° AINVTE PELSTTIN ¢- money or transacting micro—financing business, it
ALNYL Py ANdheP AT ATYavy may, in order to ascertain the situation, require that
et NS Lo LU Uil AT10eT all books, munutes, accounts, cash, securities,
N, nm: oty e ?02:'.":’?_,} ¥4 records, vouchers and other documents which are in
e . e N7 y the possession or custody of such person be
Z',:}:?.;‘l:f‘ {;1 ,?;'nn 1;;‘;:[_ 9”':7(‘0 7‘1(? ';\,(:\“ff) :’,:?ig submitted to it and inspect or cause the inspection of
7 . T A6 E E
he s .
WISPCOAT  ATILLAS NavavCavg the same
O LI° ATINTCavC LTAN:
5. Conditions of Licensing
& PLIL pLav Yy PT

&/

A0S P4-LGIN 126 4.9 L ATITT T
Po0tat PLav PP avA
ANDT@--

019210 -1PA 4.2 L avmPd e PAG
Nhe-P 7R PLme P T A0
A0S N127F avP LN AT ao-E

v/

Tav AT N°LPCON0T L 0P
a7 oo PO avavCavl @
nee avhd.i A0NT-E

a/

TRov- (107¢ avpn avRRgeG ¢av
a ol F R h$G Pav 8860 LT
N2avptirtm- Pav9) - KA havav
- &t NP A7 oo LP
ANTHE

h/

1/

The following conditions shall be fulfilled to
secure a micro-financing business license:

a) a duly completed application in the prescribed
format and other accompanying documents as
specified by the National Bank shall be
submitted;

b) an investigation fee, as specified by the

National Bank, shall be paid at the time of
submitting the application;

¢) the institution shall be formed as a company
and its memorandum and articles of
association shall be approved by the National
Bank before registration with the appropriate
government organ,
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v/ +Rov- @M T - ADOLSST  (1ov-Q. d) all its issued shares shall be subscribed
P-1d.lov- Pro- hATLU9® o-OT and, at a minimum, a quarter of the
e & 0Pe TN PThé.a subscribed shares shall be fully paid in
avyPy ?\(\ﬂ"l"I Cash;
w : e) the minimum paid-up capital prescribed
[ (e W30 Profso. WPE by the National Bank shall be paid in cash
Crhéa LA (1T6 T avh ar}lld deposited in a blocked aEcount in a
“zq {]9"/"{;;‘ 1£ Gaa- ?\'Ih'l‘?;: bank in the name of the prospective
f; A '[e]' q'}grprrani“gnqpyn;‘ 2{1]1_:" _ e micro-financing institution;
a1 @ TL
&) PTRev K LLNTCETS PTO- 176 f) the directors and the chief executive
7\@5«307- Adué- P Vi oMo~} officer of the institution shall meet the
?:T‘f\"ﬁ‘ avav |5 P 0N Tiov qualification of competency prescribed by
FFo- (M Ndhé-P O7n P0LP the National Bank and their appointment
aoP’7 KAl shall be approved by the National Bank.

&/ ﬂli.i;‘ iR 00 ?"H;x‘ 18/ gj‘”‘i{: 2/ Without prejudice to the requirements specified
Hs-- 7"}'(,‘4““2)41 vrar? PO . ? under sub-article(1) of this Article, the
LETIN 26 &I L TG VD P National Bank may issue directives to
(\an,e_'}:.})‘") Aho® AFn avavs e 0° presceibe additional conditions of licensing.
oM L TAA::

Z. 4.2L£ dAvdmt Issuance of License
. . 1/ The National Bank shall decide on a micro-
&/ ann(::ﬁ‘:f ‘;Z(;: (,?]”'U n’:‘;.’;}i hﬂ?)jg y):;_ financing business license application within
¢ h ‘ 'l‘r‘? :g: T 5 60 days from the last date of receipt of all
AT bl ‘f"} 7 0k x information to be submitted in accordance with
Zq‘;’i’(‘. g;g:;\??;:"’nrz ?:‘iﬁ;‘z:‘}"\” G Article 5 of this Proclamation.
FLe 3 w- - 2, A\::

¢/ 428 PUL0mo: O Nhé-P 0¥ Plo 2/ The ?icens’e shall be issyed upon pryment of
M@~ PL.F L NGL (N LG A: gljnllscensmg fee prescribed by the National

P/ (HY AP avwlq (Ndhé-P 070 PHOm 3/ Alicense granted by the National Bank pursuant
4P RINTE PE-LTIN T AT to this Proclamation shall constitute final
PULLNTA Pavunli - 8.3 L LG AR authorization to carry on a micro-financing

business.

0/  ANdvé-P? TR MY APE RIPR 00 . -
Riba € avwlit 04 e U397 A0 4/ Where.the Natlonal Bank amends the cqndmons of
AN A0 e (e AL ATS.m-A hin hce.nsmg in agcordance w¥th spb article .(2) of
N0+ L A 7 PLI° Alde P99amph Article 5 of this Proclamation, it shgll notify .the
o KT (400 456 AT 2 mendencs to e concened it i
A fwdl LRLIA: amendment becomes effective.

&/ NP Oh 172N avavl, ¢ avw 5/ In accordance with the directive to be issued by
L RIS 45770 TR PG the National Bank, micro-financing institutions
0,67 Ao LT AA: may open branches.

i 0ob e pLAT Renewal of License

NhéP A7N AMEE 04570 mé 8.PL
PO LONT7 U2 (lavavs @ A w07 LTAA:

The National Bank may issue directives on
conditions of renewal of micro-financing business
license.
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. 422 AAav0lH 8. Revocation of License
5/ Aot AT VT 0390 ,?"’n"‘q: 1/ The National Bank may revoke the license of a
r4-L970 - 5"’9‘3 Croe 62L& N“%h micro-financing institution where:
AT 9ON7 0T AGPALN LAN:- o ) )
a) it is confirmed that the license was issued
U/ Ao LFe etamar (AT on the basis of false information; or
0L WOt avl% AL TavOCHA-
@Pr OLNTT 0L9° b) the institution has failed to commence
o operations within 12 months following the
o/ koo e (ame- (18 @it grant of the license
ONF 26 ALEIC PPl RILP '
2/ The decision to revoke the license of a micro-
€/  NdéP A7 PTITTFO79° RIS 04 financing institution shall be published by the
S0 1P L.P e RILOALH Aoh? National Bank in a newspaper widely
P-dav- PG av o (L1 N9 Rh circulating at the place where the head office
an, Naco- N9%.04-5 IM o-Aso-7 of the micro-financing institution is situated.
ANVTHP CaMA:
3/ Revocation of license of a micro-financing
£/ 4.PL o0 oA 12BN I ho institution shall become effective on the date
aNt 7 0L9 Nhi-P 170 1“0 of its publication or on any other date as the
M- ST o9° AA ¢7 B9 1427, National Bank may specify.
LUGA:
. . 4/ Any micro-financing institution shall be
o/ &84 O (‘l)(.Hﬂ"l“ ATTE P4.L570 prohibited from engaging in any micro-
TRI° 08P L Ol ‘“"{]7’ T4.27 W financing business starting from the effective
M+ P EC oI 85T hi date of the revocation of its license.
05 P4LGIN 2l Aol T RET
AP 5/ Any person aggrieved by the decision of the
&/ e AT LPL APALH (HY WY N‘i‘“"nfll Bank to t.rte‘;."ke.the hcgnse of 0
P 200 WA 5] e | T T e s i
@Az PC CFAT TIF09 Ao- PLPL . ce ey P
h 1o 7 the Federal High Court within 30 days from
n{:“m‘ @0z 1437 At 7 LI°C the effective date of the revocation.
g +5T o0NP Nlil-A NGTF
GCL 0 ALovANT LTAAE
PART THREE
L W (i OPERATIONAL AND FINANCIAL
PALCS P4L5 N 723 PTG 10T REQUIREMENTS AND LIMITATIONS
B. fints €4.85% ¢ haouEgul 9. Commencement of Operation

9L etnmm- ftnts 04,2570 tyo:

&/

Nhe® N7 NOM@D- oooud? mowdt Pe
NmEmd Nt Mmat e Nmy HirPF¥
magat: x4

L8 ntOm0 7 E9°C aa-l- 18
Ol ONT 24 avCon(C: hANT::

A micro-financing institution to which a license is
granted shall;

1/ before commencing operation, fulfill requirements
prescribed by directives issued by the National Bank,
and

2/ commence its operation within 12 months from
the date of issuance of the license.
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ANNOS ST PoofH 120G PhhAS? avHI

NAov ©'H

a4/

a10tT  P4.85%0 R

a7g& QALNST 07775 @-9° A0S P4
£S5 %9 NATLSLD  Phn0g?
aom? Ndwd-P Ot avavldf A LOM
LA

NGTMI° AINTE 242570 T29° Adh
&P O NTLo0I@ aowlt PAARAN.,
e a9° HCHCS £9°0 Poonmt
ao|3F@7 99048 Chn0e? oot
LEHA: HLVI° aoHIN ¢tooHIN 2755
@-9° PAnNe? Ho-@-C V27 @Omt
CGTLPHN::

NHY AFPX 700 A7PA /€ ¢1avhh
+@ ooHIN QNG 942570 -HEao-
a0 Pr2¢- A% hHN LANSRS
et MCLTFANE UsF (hdao PG
aombe (v BPapA::

hovlC 3 0A

i X 2 i

&/

PIGCT@m-9° RIS 042570 HEI° 0884
PrCT NCE AANFS PS¢ ANdA%1,
Nhué-P N Q@M@ goovl @ P+ONTT7
T e aoaoly ooOACHT L0 aoP1G
a3 Tm9° (Ndué-P O%h P08+ ooP7
anNt::

a7 (@ OMAINTE P4.2570 49 @-OT
NNCE AMATF NOMH AN Gaod 9714
I\ ATLTLTAS  ATL1S  P99.a0lTNTY
Usr Né-P OTh  Navavldf  A.ON7?
LTAN:

AN POIST@9° 7 £IIVPF ATetm
N Pio: P999T®9° ANtE £4-2570
TR 404LATCT PT ¢ n0d9°17 hes
TG e DAL L9 NPTH9° PT O FH
PP NaACXE 0T NAINTE 242570
+RI° b avdit PULATE A@-

v/ NaTe&e ot r1 Naoeh, UIC
PaoiNC @A PHAmNTt hPr: @e9®
0/ NaTexe o019 1 hatese

@R, ATt N°T1-LA ®LI° N°7%
NCNC O7EA OH4.L0T hPy:
GO0 hAIEE 04890 HR9° havd-C
TPI0N hONT::

10. Acquisition of Shares and Maintaining Shares
Register

11.

1/

2/

3/

The National Bank may issue directives on the
amount of shares that may be held by a person
in a micro-financing institution.

Every micro-financing institution shall maintain
a register, in such form as the National Bank
may approve, which shall show the list of
shareholders with voting rights. Any transfer of
shares, which is recorded in the register, shall
have legal effect.

The register required to be maintained under
sub-article (1) of this Article shall be kept open
for inspection by members of the public, without
charge, at the micro-financing institution’s
principal place of business during the micro-
financing institution’s normal working hours.

Persons Assuming Management Positions of

Micro-financing Institutions

1/

2/

3/

The directors and the chief executive officer of a
micro-financing institution shall meet the
qualification of competency prescribed by the
National Bank and their appointment shall be
approved by the National Bank.

The National Bank may determine by directives
the maximum number of years a person may
serve on the board of a micro-financiing
institution and the conditions for his re-election.

Without prejudice to the provisions of any other
law, any person who is a director, chief
executive officer, senior officer or is otherwise
directly or indirectly concerned in the
management of a micro-financing institution in
Ethiopia, shall cease to exercise such function if:

a)  declared bankrupt, whether in Ethiopia or
elsewhere; or
b) convicted of an offence involving

dishonesty or fraud, whether in Ethiopia
or elsewhere.
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1/

2/

3/

4/

Every micro-financing institution shall appoint
an external auditor satisfactory to the National
Bank. Where it is without an external auditor it
shall forthwith notify such fact to the National
Bank.

If a micro-financing institution fails to appoint
an external auditor in accordance with the sub
article (1) of this Articlle, the National Bank
may appoint an auditor who shall serve until the
next annual general meeting of shareholders of
the institution. The remuneration of such auditor
shall be paid by the institution.

The National Bank may issue directives, from
time to time, on;

a) the mimimum qualification required of
external auditors appointed to perform
audits of micro-financiing institutions;

b) the scope and depth of the audit; and

¢) tenure of auditors.

Any of the following persons may not be
qualified for appointment as an external auditor
of a micro-financing institution:

a) a shareholder, director, chief executive
officer or employee of the institution;

b) a person who is a spouse or related by
consanguinity or affinity to the first degree
to a person referred to in paragraph (a) of
this sub-article; or

¢) a firm of auditors of which any of its
partners or employees falls within the
categories of persons described under
paragraph (a) or (b) of this sub- article.
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financing institution shall be to report his audit
findings and conclusions, carried out on the
basis of accepted auditing standards, to the
shareholders of the institution and the National
Bank. The external auditor shall also be
required to submit the management letter to the
National Bank.

The National Bank may, if not satisfied with the
audit report, commission a second audit or
require the prompt appointment of a new auditor
who shall make an independent report and
whose remuneration shall be paid by the micro-
financing institution.

Where the external auditor of any micro-
financing institution, in the course of the
performance of his audit duties, finds out that:

a) there has been a serious breach of, or non-
compliance with, the provisions of this
Proclamation, other relevant laws or
regulations or directives issued hereunder;

b) a criminal offence involving fraud or other
dishonesty has been committed by the
micro-financing institution or any of is
directors or employees;

¢) losses have been incurred which reduce the
total capital of the micro-financing
institution by 25% or more;

d) serious irregularities have occurred which
may jeopardize the secutiry of its depositors
or creditors;or

e) it is not possible to confirm that the claims
of depositors and creditors of the micro-
financing institution are capable of being
met out of the assets of the micro-financing
institution;

he shall immediately report the matter to the
National Bank and other concerned bodies.
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4/

5/

A person appointed as an external auditor of a
micro-financing institution shall not operate an
account with, or be granted any type of facility
from, that institution except in the normal course
of business and at an arms’s length basis.

The National Bank shall determine by directives
the time limit for issuance of audit reports after
the end of a micro-financing institution’s
financial year.

14. Financial Requirements

1/

2/

3/

The minimum paid up capital required to be
maintained by a micro-financing institution shall
be determined by directives to be issued by the
National Bank.

The National
governing:

a)

Bank may issue directives

limits on the maximum credit to be
extended by a micro-financing institution to
any individual or group and provisioning
for problem loans;

b) capital adequacy and liquidity levels to be
maintained by a micro-financing institution

in operation;

¢) the maximum number of years after
licensing within which a micro-financing
institution shall be profitable and related

matters;

d) financial performance standards of a micro-

financing institution; and

e) keeping of books of accounts, management
information system, internal control system
and periodic reporting of a micro-financing

institution.

The National Bank may prescribe a different
capital and liquidity requirements to be
maintained by different micro-financing
institutions depending on their risk profile.
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15. Financial Records and Disclosure of Information

1/

2/

3/

Any micro-financiing institution shall:

a) prepare its financial statements in
accordance with acceptable accounting
standards;

b) keep such records as are necessary to
exhibit clearly and correctly the state of its
affairs and to explain its transactions and
financial position and to enable the National
Bank to determine whether the micro-
financing institution had complied with the
provisions of this Proclamation and

directives issued by the National Bank; and

register and keep documents for each type
of transaction in accordance with directives
of the National Bank.

Any micro-financing institution shall:

a) within a time period to be determined by
the National Bank, submit to the National
Bank duly signed financial statements and

other reports as prescribed by it; and

b) exhibit at all branches, in a conspicuous
place throughout the year, a copy of the last
audited balance sheet and profit and loss

statement.

Any micro-financing institution shall, where it
appears likely that:

a) it cannot meet its obligations to its

depositors or other creditors; or

b) it may have to suspend payments to

depositors or other creditors;

forthwith notify the National Bank of the full
facts of the situation and also provide such other
information as the National Bank may request.
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4/  The National Bank may collect any information from

a micro-financing institution, as it may deem
appropriate; provided, however, that such information
may not be disclosed to any person unless the
disclosure:

a) is made for the purpose of fulfilling the
requirements of this Proclamation;

b) isrequired to ensure the financial soundness
of the institution;

¢) is made to recipients who are legally
authorized to obtain such information;

d) is made to the body to which the National
Bank is accountable;

e) is ordered by a court; or

f) is required for the purpose of meeting
obligations which Ethiopia entered into
under international agreement.

16. Extending of Loans

An authorized institution may extend loans to groups
and to individuals. Loans may be made without
collateral, secured by collateral or secured by group
or individual guarantees as appropriate and at the
discretion of the institution.

17. Prohibitions

Without the prior written approval of the National
Bank, no micro-financing institution shall:

1/ enter into an agreement for the amalgamation
or disposal of its business;

2/ transfer or otherwise dispose of the whole or
any part of its property other than in the
ordinary course of business;

3/ effect reduction of its capital, other than as a
result of losses;

4/ amend its memorandum and articles of
association or alter the name under which it is
licensed,;
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5/ operate outside the area for which it has been
issued with a license.

Inspection of Micro-Financing Institution and
Corrective Measures

1/ The National Bank may, periodically or at any
time, without prior notice, make, or cause to be
made, an on-site inspection on any micro-
financing institution carrying on micro-finance
business in Ethiopia.

2/ Where an application, accompanied with
supporting evidence, is made to the National
Bank by one-tenth of the total number of
depositors or by any number of depositors
holding not less than one-sixth of the deposits
of a micro-financing institution, the National
Bank shall examine, or cause to be examined,
under conditions of secrecy, the affairs of the
micro-financing institution in order to
determine whether it is in a sound condition
and the provisions of this Proclamation and
regulations and directives issued hereunder
have been compled with.

3/ Inspection of micro-financing institutions may
be carried out by one or more officers of the
National Bank or by trustworthy and qualified
persons or firms employed by the National
Bank for this purpose.

4/ Persons charged by the National Bank with
inspection of a micro-financing institution shall
be authorized to request from the personnel of
the micro-financing institution such
information or explanation of the records or
transactions of the micro-financing institution
that are necessay for the effective carrying out
of the inspection.

5/ The inspection report shall be communicated
to the examined micro-financing institution
and, before the report is made final, it shall be
given an opportunity to express its views on the
report.

6/  The content of the inspection report submitted
to the National Bank shall be considered as
confidential by:
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a)

b)

the persons carrying out the inspection, and
the directors and employees of the
inspected micro-financing institutions; and

the National Bank, unless it is for the
purpose of fulfilling the requirements of
this Proclamation or to the interest of the
public;

Where an inspection of a micro-financing
institution results in a finding that the institution
has failed to comply with applicable laws and
directives or with the terms and conditions of
license or has engaged in practices detrimental
to the interests of depositors or has serious
weaknesses in its corporate governance, the
National Bank may:

a)

b)

d)

require the inspected micro-financing
institution to call a meeting of its
shareholders or board of directors for the
purpose of considering any matter
arising out of, or relating to, the
inspection or require the officers of such
micro- financing institution to discuss
any such matter with the officers of the
National Bank;

depute one or more of its officers to
watch the proceedings at any meeting of
the board of directors of the inspected
micro-financing institution or of any
committee or of any other body
constituted by it and require the
inspected micro-financing institution to
give an opportunity to the officers so
deputed to be heard at such meetings;

instruct in writing corrective actions to
be taken by the inspected micro-
financing institution;

impose a fine, as prescribed by its
directives, on the inspected micro-
financing institution’s one or more
directors, the chief executive officer and
other senior officers, or order their
suspension or dismissal from duty;
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e) prohibit the micro-financing institution
from opening new branches;

f) restrict, suspend or prohibit payment of
dividends;

g) direct the inspected micro-financing
institution to temporarily suspend any
one or all of its micro-financing
business; or

h) revoke the license of the micro-financing
institution and initiate the process of its
liquidation.

19. Receivership and Liquidation
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itself act as a receiver if it determines that one
or more of the following circumstances exist in
respect of a micro-financing institution:

a) the license of the micro-financing institution
is revoked as stipulated under sub-article
1(a) of Article 8 of this Proclamation;

b) the micro-financing institution’s assets are
less than its obligations towards its
depositors and creditors;

c) substantial dissipation of assets or earnings
due to a violation of any statute or
directive or unsafe and unsound practice;

d) the micro-financing institution is in an
unsafe and unsound condition to transact
business;

e) the micro-financing institution willfully
violated any limitations imposed by the
National Bank;

f) concealment or refusal to submit the micro-
financing institution’s books, papers,
records or assets for inspection to any
inspector or to any lawful agent of the
National Bank;
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g) there is a strong likelihood that the micro-
financing institution may be unable to pay
its obligations or meet its depositors’
demands in the normal course of business;

h) the micro-financing institution has incurred,
or is likely to incur, losses that will
deplete all or substantial part of its capital;

i)  the institution has engaged in activities
other than micro-financing business;

j) the institution has merged with another
micro-financing institution or a bank
without the prior written authorization of
the National Bank;

k) the micro-financing institution:

(1) is undercapitalized and has no
reasonable prospect of becoming
adequately capitailized,

(2) fails to become adequately capitalized
when required to do so by the
National Bank, or fails to submit a
capital restoration plan acceptable to
the National Bank within the time
prescribed by the National Bank; or

(3) materially fails to implement a capital
restoration plan  submitted and
accepted by the National Bank;

1) shareholders of the institution have decided,
subject to approval of the National Bank, to
dissolve the institution or the institution has
ceased to exist as legally or operationally
independent entity;

m) the  micro-financing institution, by
resolution of its shareholders, and subject to
approval of the National Bank, has
requested to be put under receivership.
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2/ The National Bank shall determine the fee to be
paid to a receiver appointed pursuant to sub-
article (1) of this Article.

3/ The receivership and liquidation of a micro-
financing institution  shall proceed in
accordance with the relevant provisions of the
Banking Business Proclamation.

PART FOUR
MISCELLANEOQOUS PROVISIONS

20. Publication

21.

22,

The National Bank shall, in its annual report,
publish the list of licensed micro-financing
institutions. It shall also publish in newspapers of
wide circulation any additions to or cancellation
from the said list.

Transformation of a Micro-Financing Institution
to a Bank or other Financial Institution

1/ The National Bank may, upon request, re-
license a micro-financing institution that
meets the criteria set by the National Bank to
operate, in accordance with the relevant law,
as a bank or another type of financial
institution.

2/ Where a micro-financing institution is re-
licensed in accordance with sub-article (1) of
this Article, the National Bank may require it
to continue providing micro-financing
services as part of its operations.

Assistance

Micro-financing institutions may obtain grant from
local or foreign sources for the purpose of on-
lending or capitalization.
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23.

24.

25.

25.

Exemption from Profit Tax

Any micro-financing institution that makes profit
from its business and;

1/ distributes to shareholders shall pay profit tax
as any business entity,
2/ fully ploughs back shall not pay profit tas.

Know-Your-Customer Standards

The National Bank may issue directive prescribing
standards on micro-financing institutions’ due
diligence in knowing their customers and reporting
of suspicious transactions.

Prohibitions

Any foreign national or organization fully or
partially owned by foreign nationals may not be
allowed to establish a micro-financing institution,
open branches or subsidiaries of a foreign micro-
financing institution in Ethiopia or to acquire the
shares of an Ethiopian micro-financing institution.

Penalties

1/ Any director, officer or employee of a micro-
financing institution who;

a)  obstructs the proper performance by an
auditor of his duties in accordance with
the provisions of this Proclamation or
inspection of a micro-financing institution
by an inspector duly authorized by the

National Bank; or

b) with intent to deceive, makes any false or
misleading statement or entry, or omits
any statement or entry that should be
made in any book, account, report or

statement of micro-financing institution;

shall be punished with a fine from Birr 500,000
to Birr 100,000 and with rigorous
imprisonment from 10 to 15 years.
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29. Repealed and Inapplicable Laws

1/ The Licensing and Supervision of the Business
of Micro-financing Institutions Proclamation
No. 40/1996 is hereby repealed.

2/ No law, regulations, directives or practice may,
in so far as it is inconsistent with the
provisions of this Proclamation, be applicable
with respect to maters provided for by this
Proclamation.
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This Proclamation shall enter into force up on the
date of publication in the Federal Negarit Gazeta.

Done at Addis Ababa, this 12 day of May , 2009

GIRMA WOLDEGIORGIS

PRESIDENT OF THE FEDERAL
DEMOCRATIC REPUBLIC OF ETHIOPIA



