Annex 1 Growth Rate of Loans disbursed by Commercial Banks and Specialized Institution 
(By economic sectors)
	Economic sectors
	2003/04
	2004/05
	2005/06
	2006/07

	Agriculture
	31.0
	167.6
	40.3
	19.7

	Industry
	43.5
	48.2
	20.5
	17.1

	Domestic Trade
	20.6
	30.3
	28.9
	21.5

	International Trade
	69.7
	77.5
	20.5
	23.6

	Housing & Construction
	-91.6
	1804..3
	86.3
	43.5

	Transport & Communication
	224.7
	-24.3
	171.0
	42.2

	Hotels & Tourism
	810.8
	-86.9
	89.0
	78.6

	Personal
	55.4
	19.5
	68.5
	27.3

	Other
	147.2
	1.0
	-38.3
	16.2

	Total
	80.1
	55.7
	12.6
	22.4


Source: Computed from NBE Various Issues
Annex 2  Branch network of the Banking System
	 
	2004/05
	2005/06
	2006/07
	Dec. 31, 2007

	Banks
	Total
	CBs  %
	Total %
	Total
	CBs %
	Total %
	Total
	CBs %
	Total %
	Total
	CBs  %
	Total %

	CBE
	174
	48.7
	44.7
	177
	45.5
	42.0
	196
	43.1
	40.2
	197
	40.2
	37.7

	CBB
	26
	7.3
	6.7
	27
	6.9
	6.4
	27
	5.9
	5.5
	27
	5.5
	5.2

	Awash
	33
	9.2
	8.5
	36
	9.3
	8.6
	43
	9.5
	8.8
	47
	9.6
	9.0

	Dashen
	33
	9.2
	8.5
	37
	9.5
	8.8
	42
	9.2
	8.6
	45
	9.2
	8.6

	Abysinnia
	22
	6.2
	5.7
	26
	6.7
	6.2
	28
	6.2
	5.7
	33
	6.7
	6.3

	Wegagen
	29
	8.1
	7.5
	33
	8.5
	7.8
	39
	8.6
	8.0
	39
	8.0
	7.5

	United 
	17
	4.8
	4.4
	22
	5.7
	5.2
	27
	5.9
	5.5
	32
	6.5
	6.1

	Nib
	17
	4.8
	4.4
	20
	5.1
	4.8
	25
	5.5
	5.1
	35
	7.1
	6.7

	CBO
	6
	1.7
	1.5
	11
	2.8
	2.6
	16
	3.5
	3.3
	19
	3.9
	3.6

	LIB
	-
	-
	-
	-
	-
	-
	12
	2.6
	2.5
	16
	3.3
	3.1

	Total CBs
	357
	100
	92
	389
	100
	92
	455
	100
	93
	490
	100
	94

	DBE
	32
	 
	8.2
	32
	 
	7.6
	32
	 
	6.6
	32
	 
	6.1

	Total Banks
	389
	 
	100
	421
	 
	100
	487
	 
	100
	522
	 
	100


Annex 3 Regulatory Environments for Commercial Banks and MFIs

	Particulars
	Commercial Banks
	Microfinance Institutions

	Requirements for Establishments
	· Licensing is mandatory as per the Commercial code of the country, and Proclamation no.83/94, and 84/94. 
	· Licensing mandatory requirements as per the Commercial code and Proclamations no. 83/94, and 84/94.

	Laws and regulations governing registration
	· The Commercial Code of 1963 stipulates the criteria for formation, governance including the rights, duties and responsibilities of shareholders, directors, and chief Executive Officers. The  licensing and Supervision of Banking Proclamation no.84/94, and the Monetary and Banking Proclamation of 83/94; and subsequently issued Directives are also important (www.nbe.gov.org).

· The two Proclamations empower the NBE to license and regulate
	· The Commercial Code of 1963 is also relevant to the MFIs as is to the Banks, the Licensing and Supervision of the Business of Micro-Financing Institutions Proclamation no.40/1996; and the Monetary and Banking Proclamation no 83/94; and subsequently issued Directives (www.nbe.gov.org).

· The proclamations empower the NBE  to license and regulate the MFIs

	Agency Administrating Registrations of Institutions
	· New banks are required to be registered with the National Bank of Ethiopia; and Ministry of Industry and Trade
	· Newly formed MFIs are registered with and licensed by the NBE;

· MFIs are also required to register with the Ministry of Industry and Trade 

· The regional Administration is in involved in forming the MFIs

	Costs of registration including money and time
	· Exact amount is unknown; but generally perceived to be high as there are several steps and requirements to meet, including the mobilization of shareholders to raise the required minimum capital, prepare business plan, draft bylaws and articles of Associations, Policy procedures, selection and finding of officers, etc all essential to obtain the license.

· Directive No. SBB/1/94 states that a company applying to undertake banking business is required to pay an investigation fee of 750 birr, initial registration fee   as prescribed by the Ministry of trade and industry, an initial license fee of 5500 birr and an annual license renewal of 5500 birr.
	· Not exactly known, but the establishment of MFIs, among others requires that a minimum capital of  200,000 birr which demands some time to mobilize, preparation of Memorandum and articles of association, organizational structure, work plan for the first operation year, Business plan

· Directive MFI/01/96 states that MFIs applying to provide microfinance services are required to pay an investigation fee of 250 birr, an initial registration fee of 500 to the Ministry of Trade and Industry, and annual License renewal fee of 300 birr

	Required legal form of Organization
	· Required to be established as share companies, with a minimum of 5 shareholders. The commercial Code stipulates the manner of incorporation, governance and operations of share companies.
	· Required to be established as share companies, with a minimum of 5 shareholders.

· The commercial Code stipulates the manner of incorporation, governance and operations of share companies.

	Restrictions on Ownership
	· Owners are allowed to be Ethiopian only. Foreigners are excluded from buying shares of banks.

· Banks are established as share companies, and not in other forms 
	· Owners are allowed to be Ethiopians only. Foreigners are excluded from buying shares. But evidence suggests that Foreign based NGOs and Donors are one of the sources of funds for MFIs’ Start up.

· MFIs are formed as share companies only.

	Legal basis for regulating
	· Monetary and Banking Proclamation No. 83/94, and Licensing and supervisions of banking Business Proclamation No. 84/94; and Various directives subsequently issued by the NBE 
	· Monetary and Banking Proclamation No. 83/94, Licensing and Supervision of the Business of Micro-Financing Institutions Proclamation no.40/1996, various directives issued following these proclamations

	Regulator Institutions
	· NBE
	· NBE

	Standards for Owners and Officers
	· The Commercial Code of the county explicitly states the criteria for formation, and governance including the rights and duties of shareholders, chief executive officers, board directors, and the general Assembly.

· Directive no. SBB/1/94 states the criteria for selecting of a chief executive officer; and the Board of Directors. It also requires the disclosure of founders and shareholders above 10% of the total shareholdings
	· Directive No. MFI/03/96 states the educational;, employment, age etc criteria for the selection of chief executive officers and Board of Directors

	Feasibility Study/Business requirements
	· required
	· required

	Auditing Requirements
	· Article 18 of the Proclamation No. 84/94 and Directive No. SBB19/96 require the appointment of an independent auditor that reports to the shareholders about the financial status of a bank
	· Not known. But as a share company they should be required to present audited reports

	Operating manuals
	· Credit, operational(domestic and foreign) including cash handling, etc required
	· Not known

	Objectives of Institutions including major services
	· The monetary and banking Proclamation of 83/94 defines the objectives and services of banks to include accepting deposit and granting loans, provide money transfer services, selling and buying of currencies, money related assets, etc 

· Banks are required to operate with legally established entities  
	· Primarily to provide deposit and loan services

	Prohibited Sources of funds
	· Foreigners are not allowed to buy shares

· Interest-bearing deposits by foreigners is prohibitied


	· Foreigners are not allowed to buy shares

· Interest-bearing deposits by foreigners is prohibitied

	Capital & reserve 
	
	

	· Minimum capital

· Capital Adequacy ratio

· Forms of Capital recognized

· Risk weighting of Assets

· Loan loss Provisioning

· Write-Off

· Reserve requirements

· Liquidity requirements
	· Minimum 75 million birr

· 8% of weighted assets

· In kind and in cash

· Directive No.SBB/9/95 provides the weights attached to each balance sheet items

· Directive No.SBB/32/220 provides the loans classification categories and the corresponding amount of provisions that should be held. The amount of provision for doubtful loans is 50% while 100% provision is held for loss. A 3% provision is also held for regular loans of banks

· Banks have procedures for handling write off

· Banks are required to open reserve account with the NBE and maintain 15% of all birr and FCY deposit liabilities(SBB/37/2004)

· Any licensed bank is required to maintain liquid assets 25% of its total current liabilities
	· A minimum of 200,000 birr

· 12% of weighted assets

· In kind and in cash

· Directive No. MFI/16/2002 provide the weights attached to each balance sheet item

· Directive No. MFI/17/2002 provides the provision requirements for substandard 25%, for doubtful 50% and for loan loss 100%. Provision is not held for Regular loans  

· Procedure for Write off is not clear with MFIs 

· No reserve requirements on the part of the MFIs

· Dir.No.MFI/15/2002 requires each MFI to hold 20% of its deposits as liquid asset

· For Monitoring purposes, each MFIs is required to submit quarterly liquidity reports

	Constraints to the Provision of Microfinance services
	· Already have large corporate sector that has not been met

· Low competition that forces banks to move to the marginal market

· Not have the right institution at the right place to serve the small operators

· High risks and cost of monitoring of small scale operators
	· Low level of Financial resources

· Inadequate institutional capacity

	Guidelines & restrictions on Business Activities
	
	

	· Financial services restrictions
	· Banks can engage up 20% of their equities in the insurance business; and upto 10% in other financial and real estate activities
	· Can engage upto 10% of their equities in allied activities stated above 

	· Concentrations of Risk
	· Single borrower limit of 25% of the total capital and reserve


	· Dir.MFIs/05/96 states that the maximum loan extended to any one borrower is 5000 birr for a maximum of one year

· This was amended in 2002 that a MFI can provide loans in excess of the above ceilings for 5 years provided that MFI has more than one million birr of deposits and is re-registered with the NBE

	· Connected Landings
	· The aggregate loans to any related party be 15% of the total capital of the bank

· The aggregate loans to related parties be not more than 35%of the total capital of the bank

· Identification of related parties is the responsibilities of banks

· Banks are required to provide monthly  report loans to related parties to the NBE
	· None

	Reporting and Supervisions
	
	

	· Supervision Method
	· Submission of regular reports to the NBE such as weekly, monthly, quarterly, etc
	· Quarterly reports on liquidity and capital position

	· Supervision fees 
	· Not known
	· Not known

	· Disclosure and reporting requirements
	· Strictly required to Produce an audited report by an independent audit firm
	· Not as such required

· They are nonetheless required and encouraged to maintain records

	· Depositor Protection
	· Implicit not explicit
	· Not explicitly stated

	Other relevant Business legislation
	
	

	· Taxes on Income
	· They pay-about 30%
	· Not known

	· Taxes on Transactions
	· Not known
	· Not known

	· Taxes on Payroll
	· Paid
	· paid

	· Treatment of costs and Provisions 
	· Net income is computed after these costs and provision
	· Net income is computed after these costs and provision
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