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PROCLAMATION No. 718/2011

A PROCLAMATION TO PROVIDE FOR
NATIONAL PAYMENT SYSTEM

WHEREAS, the national payment system is an
essential component of the financial infrastructure of
the country, whose safety, security and efficiency is
critical to ensure financial stability, economic growth
and financial inclusiveness:

WHEREAS, it has became necessary to provide
rules on establishment, governance, operation,
regulation and oversight of the national payment
system so as to ensure its safety, security and
efficiency;,

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 "National
Payment System Proclamation No.718/2011"

2. Definitions

In this Proclamation unless the context requires
otherwise:
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&/ “@WIT LhCET LANT A1 @Lg® avlE” 1/ “book, record, account, document or
Tt Noddt ofd MhARTELhT ONTE information” means a book, record, account,
ha T 0°19%-th mf.?‘: N7 Fa-g* avph document or information recorded or stored
FrdL0T @LI° PR PFET e i1 She T in any media including paper or data stored
LT Q18 @LF” avLE o] by electronic, optical, magnetic or in any

other form;

g2/ “hce” ma+ NP Lo headl o0 13 2/ “card” means any card, or other device,
HAl ATVT T @L9° NP Aavd.pg° poy, including a code or any other means of
FINMN T o9 HCe opd 7y access to an account, that may be used from
A VIPAPO PILPOTA hE oed® AA time to time to obtain or deposit money or to
HE, mLI° avile AT PLILTT Phé make payment, and includes a debit, credit
L4 AG PTh*IF AT hee? eage and stored-value card;
AT :

E/ “PO0Ld TOhA” Tt 0294 ol 3/ “central counterparty” means an entity that is
L8 MCYT @0P WALIA IS TP 1T the hutiyer to cvera]scﬂer and the seller to

tem;

AS ARLTAIS 1L G APy hha SN MLEE R UeC iR Sy Ve
i
. % 4/ “central securities depository” means an entity

g/ “IohA® PPATST MIAT MWCE Ot in whose register securities or other financial
WAt PPATS 012 @LI° AA P4.L5IN instruments are immobilized so as to enable
[;'“‘1161.?; hh*‘l‘!{i’l F?;g-fl’ﬂ:;ﬂ:ﬁ }2“";]1:;:: their transactions to be finally processed by

TN aonY N book entry,

@f ALAo Ao (LD NI AL 177
R4 Phon QAN Ho-o-C “I0+hh e
NF WG PULLRCT hNA oI

&/ VA Mt AT Lol W@l e 5/ “cleaﬁ‘nrg“ means the process of transmilting,
ANPEP PYNLDT PIHIAl @pde PP recnnl-::lllmg and wﬁmupg ﬁ.lm_is or
NS AYAT? P"INtTAAT TAUHF Pov securities transfer instructions prlmr o
ART PTINFLP NG PPILNP Yo P settlement  and  includes the netting of
Lol ATDLLL RILLNTA Phee mstp;ctmr;s andI the establishment of final
TOWTI MEFAG prme. Povauld positions for settlement:
+hed-e a0 “Daedy phittal
. - po o 6/ “clearing house” means the National Bank or

& Cvead M q‘f"f_ . 'i AN '"r"h"&'qf an entity authorized by the National Bank
Tih w9 “IGFa-g° "'"’?M“E ¥n £Y that provides clearing services but excludes a
41]_,"?::;5‘:"&?:_?3““'}' A ":ﬂ"_;g'["?‘g clearing house recognized under any other
Bl [ A U7 Ao« T law:
mm} PLAAl TP e 4R ALy
(03 4 |

(VAN & A | B L AP o T Rl 7y & DO A 7 B 7/ “clearing system™ means a system whercby

LOF 1T hPnrs et opey
MALACT PELTIN AL ePT o (1] e
LN O-ThA 0 @we9® Oh3e (1o
07 226 RCO NCATFar andB poy e
CO0T AS PULAPmmelT NCST AU
VALY Tt Pl L
Lo A (AT ol (14)
0 e (144 oS ie- AR

A 40 POl 17 PAAT A0dL

.ﬂ {!L"nyn d‘m I

participanis  present  and  exchange
information relating 1o the transfer of funds.
securitics or other financial instruments to
cach other through a centralized system or at
a single location and includes mechanisms
for the calculation of participants’ positions
on a bilateral or multi!ateral basis with a view
to facilitating  the setlement  of  their
obligations:
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£/ “RARPELh” 710t hlldhéP PRSP 8/ “electronic” mans electrical, digital, magnetic,
NG 2C O+ LPH RIATDCT AL PoY optical, biometric, electrochemical, wircless
@A WANTENAT LB AT D95+0T or electromagnetic technology or any other
FTENAT P99 enT  hahtChed technology usa:_i in relation to the national
AT TN AAOT AANTCTIsth B Payment systeds;
F @90 AA T 09 BTk o1
_ “ i . 9/ “electronic communication” mans electronic
2/ n‘}?’giiﬁ_ hee-au@3" 10T @ exchange of messages in a standardized
format that allows:
v/ 0T8T 0fF NTVA@T (IART a) visual display or listening of data that is
NeAN AGEETT RS clear and readily understandable; and
A/ (eoddhnt oNT Pha-7 oolE b) receiving and retaining the information in
N1 Nlaeds+ L9 (A4 the message for subsequent retrieval such
S L e b T ATV N as by printing, recording or any other
m e Aaomed® 7L 207A oo hI means for later use;
avp\oht NAhtCLh copaPo? oI
i/ “WAhPCELh il e’ TINE PRI 10/ “electronic equipment” means electronic
w0 TCOLTA AP hPTo4CT T eer terminal including computer, points of sale,
YRPT &N wC PHGP “TTH3T NAR AS automated teller machine, telephone and
AT FovANL aIAPPTT  Lage other similar devices;
FATAN ]
B/ CPAARICLR L0V AT oasha | AN EEUONC Senae means  dala in an
2{:;;’;%?;1 (;'? E?,;l?;fﬂ!:n ?;‘é‘?gz associated with, an electronic message, which
may be used to guarantee the authenticity and
gf:;ji!r:l;‘;’“&_wﬁli ”j*ndl}?_;” n‘:‘;ii identify the signatory in relation to the date
message and to indicate the signatory's
1T TP AL POLorA hoolE avioh T approval of the information contained in the
FAR (W ARG PTPPH kA
CrLh aodn PA ovlF Yo
&/ “PHRLTHN TR TYNT AFhT AWNAT 12/ “financial institution” means a bank, a micro-
P4-L5HN +29°T P NF mNT PhPA financing institution, postal savings, money
LCEFT m&T Gen, W02 @peye transfer institution, an insurance company or
N1lchdé-P NN P"L.007 AA Hovinge such other similar institution as determined
Fdge ya-T by the National Bank;
I/ ™A TIntaAs” ot 01779 Fo-9°

“funds transfer” means any transfer of funds,

either representing an order of payment or a
transfer of money, which is initiated by a
person by way of instruction, authorization or
order to a financial institution to debit or
credit an account maintained with that
financial institution and includes point of sale
transfers, automated teller  machine
transactions, direct deposits or withdrawal of
funds, transfers initiated by telephone,
internet, card or other devices:
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o ¢ AL ha-@ P WG QAT 09
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P0G VT TF o9 ANET 15T H
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@f9 hie NAg Wy POCHE Had
49F aohha PA-17 PhEP 8.0 9T
n=yma3 e (0"0+hha  ehdé
PheP 9873 oL P+me PLMA
g0 )P P2 awan} yarl

14/ “large value funds transfer system” means
large wvalue electronic fund transfers, the
amount of which shall be determined by the
National Bank, which consists of:

a) an inter-bank funds transfer system,

b) high priority and ftime critical
government fund transfer;

¢) clearing and settlement of securities of
the government, or

d) any other fund transfer system
prescribed by the National Bank as large
value.

15/ “National Bank’ means the National Bank
of Ethiopia;

16/ “national payment system” means a system in
the Federal Democratic Republic of Ethiopia
that consists of the following :

a) sending, receiving and processing of
orders of payment or transfers of money
in domestic or foreign currencies:

b) issuance and management of payment
instruments;

¢) payment, clearing and settlement
systems;

d) arrangements and procedures associaled
to those systems specified under
paragraph (c) of this sub-article; and

e) payment service praviders, including
operators, participants, issuers of
payment instruments and any third
party acting on behalf of them, either as
an agent or by way of outsourcing
agreements, whether entirely or
partially operating in the country;

17/ “netting” means the determination of the net
payment obligations or the determination of
the net termination value of settlement
obligations by setting off or adjusting the
payment obligations between two or more
participants within the payment system;
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T2 0L (dhé® VN ATétC
ALY AL PhAma AA TIGF o9
AhA oI

“hASL" TN OREPT N7L214 TFmé-t
o L9 MMwé-dL: »CYT oNP PoLATR
A AP LU9° v é-P 07h o £9° (1AA
TTTFoF® LA P4 L Oé- N7LNE- hhad
W3 P l@wé-dR LA PPLhETT POLLeN
PPHE AL o9 NPT AL
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AW L8 PTUTA $THE 2oy AL
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“Phee aodple N9e" "IAT W3e Mo
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MLT® NEP NIT5.409° LI 1A N340
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AN TITTFo9™  NYe  AWPT Fhr
Ll IG NC LS padee-AT

“a" AT TIT 09 PHATC opye
w9 A3t oIt P4Hame hha
Y- 1

“"ANE  1THNA PTINANE 09T
FAtT ONde-® 0 PoLHS 010735
PULTARRLT PER “INGT AT (1
P OHh PrAPRE TISTFo9e G5
K bE 1IN “INFAAE NCS T POT
£ PR TINTANGE 2CGT Y- T

el ol d LT TIAT TINANT  PPNTS
N7 P9 P4L5730 NYET N7INFANE
N-AT @L9 hily (4g Py @15  aehha
PAT 18,0 Pana)t B Yard

LYl wdl L B TIAT Phee
QEOF  PULANNTT  PCLFT AT
W LI PILWLL 501 nd POLEYTIY
2341 I

el Yl l L 20T TIAT Phee
AT Ll il 1L, PN povg
Al APEEOTA (MlhéP 0Hh e
oG PrING T wLY° (ldué-P 1Fh
Pl AP RAT TITTard® LAO4) A Tad-d e
Pl ®an o9 arI

“EENTEE AT "IN AheE NESaebye
s (1Al ¢Fam i) mey° ea-laugf] P
P b (I ro-C TY ofy A |
S LAE BT b P I P S BT TR T S N r
g P e bael |
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18/

19/

21/

22/

23/

25/

“operator’ means the National Bank, a
financial institition or any other entity
authorized by the National Bank as operator;

“participant” means a party who participates
in a payment, clearing or settlement system
as a direct participant which opens and
maintains a settlement account at the
National Bank or any other settlement
entity or an indirect participant which shall
only be able to settle its obligatuons due
through the account of a direct participant.

“payment instrument” means any instrument,
whether tangible or intangible. that enables
a person to obtain money, goods or service
or 1o otherwise make payvment or transfer
money such as cheques, drafts and cards.

“person” means any natural or juridical
person;

“retail funds transfer system™ means a fund
transfer system consisting of the cheque
clearing system operated and administered by
the National Bank and any type of retail fund
transfer system authorized by the National
Bank;

“settlement” means the act of discharging
obligations by transferring funds. sccurities
or financial instruments between two or more

parties:

“settlement rule” means the rule that provide
the basis upon which payment obligations are
calculated. netied or settled.

“settlement system”™ means a system for the
discharge of payment and settlement
obligations established and operated by
National Bank or any other settlement system
authorized by the National Bank:

“stored value™ means a representation ol value that

is mtended to be used to make a payment which
mcludes units of value recorded in a computer
chup or any other device and may or may not be
denommated by reference to units of o currency,
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0/

3.

27/ “stored value card” means a prepaid card in
which the record of funds can be increased or
decreased;

28/ “system” includes a payment, clearing and

settlement system;

29/ any expression in the masculine gender
includes the feminine.

Scope of Application

This Proclamation shall be applicable to all
matters related to the national payment system.

PART TWO
POWERS AND DUTIES OF THE NATIONAL

BANK, AND ISSUANCE OF AUTHORIZATION

4.

Powers and Duties

1/ The National Bank shall establish, own, operate,

participate in, regulate and supervise:

a) an integrated payment system consisting of
a large value funds transfer system and
retail funds transfer system ; and

b) central securities depository.

2/ Without prejudice to the generality of sub-
article (1) of this Article, in addition to the
powers vested in it under Article 5(15) of
Proclamation No. 591/2008, the National Bank
shall have the powers and duties to:

a) authorize persons to:

(1) establish and operate a system; and

(2)  1ssue payment instruments;

b) designate payment instruments that can be
issued and  defermine  conditions,
limitations and standards for their issuance;
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¢} establish conditions, rules, procedures and

d)

g)

h)

i)

standards for the governance, operation and
management of systems and verify from time to
time that such conditions, rules, procedures or
standards are met;

prescribe to participants and operators:

/1/ investments in relation to building
system infrastructure  and system
interoperability;

{2/ cost sharing;

/3/ charges for the service they provide;
and

/4/ limits on the maximum amount of
onetime cash payments,

prescribe the basic criteria for appointment
of directors and chief executive officers of
operators and issuers of payment
instruments;

provide short term loans to participants or
a central counterparty,

act as a central counterparty in relation to
federal government securities;

provide custodian and settlement services
to participants;

prescribe the nature, form, effectiveness
and means of realization of collaterals used
for smooth functioning of the national
payment system;

J) issue an order to or enter into any agreement
with an operator, participant, or.a clearing
house, in respect of*

(1) risk sharing and risk control
mechanisins:

(2) the operational systems and financial
soundncss of clearing houses: and
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5.

Authorization and Prohibition

1/- No pérson, except the National Bank. may be an
operator of a system unless such person is
authorized by the Bank.

2/

3/

The Ethiopian Postal Service Enterprise. in its
financial services activities as regulated bv
Council of Ministers Regulation No. 165/2009.
shall be subject to the duty of obtaining an
authorization and to any oversight requirements
imposed by the National Bank under this
Proclamation.

Without the: prior written approval of the
Nationul Bank. no operator may:

a) - introduce new svstem:

b) merge with or take over a svstem of
another operator:;

€)  enter into any arrangement or agreement
for the sale or disposal. by amalgamation
or otherwise, of its ‘business. or effect
major changes in its line of business:

d) redcem its own shares or effect a
reduction of its capital other than through
reduction duc to operating losscs;

¢) amend its memorandum and articles of
association: or

) alter the name under which it is

authorized to operate a svsiem.
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4/ The National Bank may, by written notice,
prohibit an operator from operating any system
where:

a) the system is detrimental to the reliable,
safe, efficient and smooth operation of the
national payment system; or

b) the prohibition is otherwise in the interest
of the public;

6. Application for Obtaining Authorization

1/ Application for authorization to establish and
operate a system shall be submitted to the
National Bank.

2/ An applicant for authorization shall pay
authorization fee as may be prescribed by the
National Bank.

3/ After the receipt of application, the National
Bank may make such inquiries as it may
consider necessary for the purpose of satisfying
itself about the genuineness of the particulars
furnished by the applicant, his capacity to
operate a system, the credentials of the
participants of the applicant’s system and any
other matter related to the application.

4/  The National Bank may, if satisfied, after an
inquiry under sub-article (3) of this Article, that
the application is complete and conforms to the
provisions of this Proclamation and directives
issued by the Bank, issue an authorization for
operating the system under this Proclamation
having regard to the following considerations:

a) the need for the proposed system or the
service proposed to be undertaken by the
operator,

b) the technical standards or the design of the
proposed systeni;

¢) the terms and conditions of operation of
the proposed system, including any
security procedure;
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d)

€)

g)

h)

the manner in which transfers may be
effected within the system, including
specifications on clearing and netting
procedures;

the financial status, experience of
management and integrity of the applicant;

interests of consumers, including the terms
and conditions governing their relationship
with operators, when relevant;

the impact on monetary and credit
policies; and

such other factors as it ‘may consider
relevant in relation to the national payment
system.

5/ The National Bank shall respond to the
application submitted in accordance with sub-
article (1) of this Article within 60 days of

- submission of all required information.

6/ The National Bank may prescribe information to
be submitted by the applicant and other
conditions required for authorization.

Suspension of Authorization

1/

Until such time as the short comings indicated below are
rectified or the National Bank completes its investigation 1o
decide whether to revoke the authorization, the National

a)

b)

c)

d)

may suspend an authorization where an operator:

has failed to observe this Proclamation, or
regulations  and  directives  issued
hereunder;

has failed to supply accurately and on time the
information requested by the appropnate
authority pursuant to this Proclamation;

failed to comply with the order issued by the
National Bank: or

wilh whom the National Bank has reason to
believe that the operator is dangerous to the
safety, secunty and efficiency or. linancial
stability of the country until it decides to revoke
the license in accordance with Article 9(1) of
this Proclamation,
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2/ Where the authorization is suspended under
sub-article (1) of this Article, the National Bank
shall notify the operator, in writing, of the
reasons of suspension and the measures to be
taken to rectify the shortcomings with in a fixed
period of time.

3/ The operator which has received a written
notification pursuant to sub-article (2) of this
Article shall have the obligation to rectify the
shortcomings within the fixed period of time.

4/ Notwithstanding the provisions of sub-article
(1) to (3) of this Article, the National Bank may
revoke the authorization of an operator when
the occurrence of sub-article (1) of this Article
threaten the safety, security and efficiency or
financial stability of the country.

8. Effect of Suspension of Authorization

A suspended operator shall not involve in the
activities it was authorized for wunder this
Proclamation,

9. Revocation of Authorization

1/ Without prejudice to sub-article (3) of this
Article. the National Bank may revoke an
authorization where the operator;

a) was authorized on the basis of submission
of false or wrong information:

b) operates the system contrary to the
purpose and conditions subject to which
the authorization was issued;

¢) has repeatedly committed the faulls
specified in Article 7 of this Proclamation:

d) has failed to rectify the shortcomings
within the fixed period of time as per
Article 7 (3) of this Proclamation:

¢) has failed to commence operation within
12 months following the issuance of
authorization:

) has become insolvent. dissolved or winds
up. or
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2/

g) its business license has been canceled.

Before deciding to revoke the authorization for
the reasons specified in sub-article (1) of this
Article, the National Bank shall require the
operator to submit its writlen opinion on the
anticipated revocation of the authorization. The
authorization shall be revoked where the
operator has not submitted his opinion within
30 days from the day the letter was received by
him or his opinion is not adequate.

10, Use of Agents

1/ When a person provides services linked to

2/

3/

4/

payment instruments to customers through an
agent, it shall immediately communicate the
following information to the National Bank:

a) the name and address of the agent;

b) a description of the internal control
mechanisms that will be used by the agent
in order to comply with the obligations in
relation to control money laundering and
terrorist financing; and

¢) the identity of persons responsible for the
management of the agent in providing the
services and evidence that they are fit and
proper persons as may be prescribed by
directive of National Bank.

Upon receipt of the information in accordance
with sub-article (1) of this Article, the National
Bank shall list the agent in a register available
to the public.

Before listing the agent in the register, the
National Bank may, if it considers necessary,
verify the information provided to it

If the National Bank is not satisfied with the
fitness and propriety of the agent, it may refuse
to list the agent in the register in which case the
principal shall discontinue the agency relation
with this person and notify its customers.
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11.

12.

13.

5/ The National Bank may issue directive to
prescribe the criteria for being an agent of
operator and issuer of payment instruments.

Obligation to Ensure Compliance

When operators or issuers of a payment
instrument rely on outsourced entities or agents
for the performance of operational functions, they
shall take reasonable steps to ensure that the
requirements of this Proclamation and regulations
and directives issued hereunder are complied
with.

PART THREE
SETTLEMENT, NETTING AND FINALITY

Settlement Account and Indirect Participation

1/ Every direct participant to a system shall open and
maintain a settlement account on the books of the
Mational Bank or authorized settlement system
operator, including the maintenance of minimum
balances, on such terms and conditions as the
Mational Bank or authorized settlement system
operator may specify,

2/ Every indirect participant to a system shall appoint
a direct participant as its agent to settle all its
obligations due.

3/ In the case where an indirect participant appoints
an agent under sub-article (2) of this Article, the
agent shall give the operator notice in writing of
the appointment, accompanied by a written
confirmation from the indirect participant.

4/ An agent, who intends to “terminate its
appointment under sub-article (2) of this
Article, shall notify the operator in writing
not less than 15 days before the date of
lermination of such appointment.

Settlement of Payments

1/ The discharge of settlement obligations
between system participants shall be effected
by means of entries passed through the
National Bank or authorized settlement
system on settlement accounts opened under
sub-article (1) of Anricle 12 of this
Proclamation.
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14.

15.

2/

The settlement rules of the National Bank or
authorized settlement system shall be valid
and binding on operators, clearing houses,
participants, a central counterparty, the
National Bank itself and any other party
participating in the system.,

Finality of Payment

1/

Any system shall specify the rules to achieve

finality of payment in its operations. This
shall include rules establishing irrevocability
of orders once these have entered into the
books of the system.

2/ The entry or payment that has been effected in

terms of rules issued under sub-article (1) of
this Article shall be final and may not be
revoked, reversed, or set aside, including,
without limitation, by insolvency or
bankruptcy proceedings or any other law or
practice similar in purpose and effect and is
not subject to any provision of law or order
of an administrative or judicial authority that
operates as a stay of that payment,

3/ The National Bank may issue directives to
prescribe finality of payment, settlement,
netting, and loss  allocation  and
apportionment.

Notification

1/

Where an operator. a participant of a system

or issuer of payment instruments becomes
bankrupt. placed in scheme of arrangement or
wound up it shall immediately lodge a copy
of the decision or order with the National
Bank.

2/ An operator, a participant or issuer of payment

instruments which has lodged an order or a
decision pursuant to sub-article (1) of this
Article is prohibited from operating or
participating in a systca,
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18.

19.

Arrangement of a Participant

Notwithstanding any provision of law to the
contrary relating to insolvency or bankruptcy, the
winding up or the opening of scheme of
arrangement of a participant in a system shall not
affect the finality or irrevocability of any entry or
payment which became final and irrevocable in
accordance with sub-article (2) of Article 14 of
this Proclamation before the copy of the relevant
order or decision was lodged with the National
Bank.

Arrangements and Rules Binding Liquidators

Notwithstanding any provision of law to the
contrary relating to insolvency or bankruptcy, if a
participant is wound up or placed in a scheme of
arrangement or otherwise declared insolvent by a
court, any arrangement in relation to the national
payment system to which the participant is a party
or any netting rules or practices applicable to the
system shall be binding upon the liquidator,

Collateral for Payment and Settlement

Obligation

The nghts and remedies of an operator, a participant, a
clearing house, a central counterparty with respect to
collateral granted to it as security for a payment or the
performance of an obligation incurred in a system shall
not be affected by insolvency or bankruptey
proceedings or any other law similar in purpose and
effect. In particular, such rights and remedies may not
be the subject of any stay provision or order affecting
the ability of creditors to exercise rights and remedies
with respect to the collateral.

PART FOUR

ELECTRONIC FUND TRANSFER

Terms and Conditions

I/ Any issuer of payment instruments shall
prepare clear and standard sample terms and
conditions, in relation to electronic fund
transfers and stored value cards, applicable to
all its customers in similar manner and make
it available for their review and possible

agreement.
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ive basic terms and conditions to be
applicable to contracting parties in the
business of electronic fund transfers and
stored value facilities.

20, _{;h_mnlaint Resolution

1/ Operators, participants and issuers of payment
instruments shall establish internal complaint
handling procedures in relation to electronic
fund transfers and stored value facilities, and
shall advise users on the procedures for
lodging complaints,

2/ The National Bank may prescribe by direct-
ive the procedures for investigating and
handling complaints in relation to electronic
fund transfers and stored value facilities.

21. Electronic Communication

1/ Where any law provides that information or
any other matter shall be in writing, such
requirement shall be deemed to have been
satisfied if such information or matier is
rendered or made available in an electronic
form and accessible so as to be usable for

subsequent reference.

2/ Notwithstanding any law or customary
practice to the contrary, a user may agree that
any information which any law or agreement
requires an operator or a participant 1o
provide by writing or other means may be

provided:

a) to the user's electronic equipment or
electronic address nominated by the
user, or

b) by being made available at the operator s or
participant’s electronic address for retrieval
by electronic communication to the user on
the condition that the operator or the

participant:
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23.

(1) promptly notifies the wuser by
electronic communication; and

(2) provides the user with the ability to
readily retrieve the information by
electronic communication.,

Use of Shared Systems

1/

2/

3/

For the purposes of this Article, parties to a
shared system include operators, participants,
retailers, other merchants, communications
service providers, and other entities
providing electronic fund transfer facilities to
users.

The rights and responsibilities of parties to a
shared system shall be determined by
bilateral or multilateral agreement of the
parties, provided, however, that the National
Bank may, by directive, set basic rights and

- responsibilities to be incorporated in such

agreements.

Operators, participants or issuers of payment
instrument may not avoid any obligations
owed to their users by reason only of the fact
that they are party to a shared system and that
another party to the system has actually
caused the failure to meet the obligations.

Any operator, participant or issuer of payment
instrument shall resclve complaints or disputes
with its customers in relation to the processing of
electronic fund transfers or stored value cards
promptly through its internally established
systems. Furthermore, such persons may not
require its customers to present their complaints to
any other party to the shared system, or to have
those complaints or disputes investigated by any
other party to the shared system.

alidity of Electronic Data

1/

Notwithstanding any provision to the contrary in
any other law or customary practice, information
as to any transfer of funds through a system which
is contained in any document, computer print-out,
hard copy, microfilm, floppy or hard disc or any
other electronic media or form shall be admissible
in any court as evidence of the transfer concerned.
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2/ Photographic images such as film, microfilm,
microfiche or computer images of original
documents such as cheques, securities, certificates
of deposits, account ledgers, government
securities or other payment instruments shall be
admissible as prima facie evidence of the matters
or transactions of the original instrument.

3/ Payment instructions, messages and funds transfers
that are initiated, processed or executed through
electronic means including electronic signatures
shall be admissible as prima facie evidence of the
matters or transactions carmed out.

4/ The National Bank may prescribe by directive
standards, formats and conditions for medium of
transmission of electronic data and document
processing including electronic signature,

Presentment of Image for Payments

1/ A cheque or other paper based payment
instrument may be converted to an electronic
data by the exchange and storage of its image
and the corresponding information which
shall represent the original instrument.

2/ The image of a cheque or any other paper
based payment instrument transmitted
through a system shall be recognized as the
equivalent of the paper that it represents.

3/ Once payment is effected using the image,
the original paper may not be negotiable and
can be destroyed.

4/ 1If the transfer of funds is not effected for any
reason using the image, the original item may
be presented for payment.

5/ The National Bank may issue directive on
imaging of paper based payment instruments
and their processing,

PART FIVE
REGULATION AND OVERSIGHT

Rules of Authorized Systems

1/ Each operator shall establish written rules for
the governance, management and operations
of a system that it runs,
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26.

2/ Rules established by an operator under sub-
article (1) of this Article shall be approved by
the National Bank.

3/ The National Bank may vary or revoke any rules of
the operator established under sub-article (1) of
this Article, where it considers appropnate to do
50, having regard to;

a) whether the variation or revocation is in
the public interest;

b) the interests of the participants in the
system;

¢) the interests of people who, in the future.
may desire access to the system; and

d) any other matters it may consider
relevant - to smooth, safe and secure
functioning of the system.

4/ The rules established in respect of an authorized
system shall cease to be in force on:

a) the prescribed expiry date, if any, of
such rules;

b) revocation of the rules by the National
Bank;

¢) voluntary cessation of operations by the
operator; or

d) suspension or revocation of authorization
of the operator.

Changes in a Svstem

No operator may cause any change in the structure,
operation or administration ol its system without;

I/ prior approval of the National Bank; and

2/ giving notice of nol less than thirly days. after
the approval of the National Bank, to the
other participants of the system.
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1/

3/

4/

5/

1/

Financial Records

The National Bank may direct operators,
participants, issuers of payment instruments
and central counterparties to prepare financial
statements in accordance with international
financial reporting standards.

Any institution which is referred to under sub-
article (1) of this Article shall keep such records as
are necessary to enable the National Bank to
acertain in a manner:

a) exhibit clearly and correctly the state of
its affairs;

b) explain its transactions and financial
position; and

whether it had complied with the
provisions of this Proclamation and
regulations and directives issued for the
implementation of this Proclamation.

Operators, participants and issuers of payment
instruments shall register and keep

documents for each type of transaction. The
form and required entries of such documents
may be prescribed by the National Bank.

Without prejudice to the provisions of the
Ethiopian National Archives and Library
Proclamation No. 179/1999, operators,
participants, central counterparties, a clearing
house and issuers of payment instruments
shall retain all records obtained by them
during the course of their operation and
administration for a period of 10 years from
the date of the establishment of a record.

The retention of records under sub-article (4)
of this Article may be effected by electronic

means.

Audit and Examination

The National Bank may conduct audits or
commission independent auditors to conduct an
audit of the accounts, books, documents and any
other records of an operator, a participant, issuer
of a payment instrument or a central counterparty,
and each such entity shall assist the National Bank
or its auditors to the extent necessary for carrying
out the audit
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2/ The National Bank may, where it is of the

opinion that it is necessary for the purposes
of carrying out its functions under this
Proclamation, examine, with or without any
pror notice,. the premises, apparatus,
equipment, computer, machinery, books or
other documents, accounts or transactions of
an operator, a participant, issuer of a payment
instrument or a central counterparty.

3/ An operator, a participant, issuer of a payment

instrument or a central counterparty shall
provide any information requested by the

National Bank and produce all book,
minutes, accounts, cash instruments,
securities, vouchers, reports or any

documents relating to its business or the
bus:ness of its affiliates for the examination
by any examiner or auditors appointed by the
National Bank at such time and manner the
National Bank, the examiner or auditor
specifies.

4/  Any information obtained by the National Bank

pursuant to sub-article (3) of this Article shall not
be directly or indirectly disclosed to another

person except:

a) for the purposes of fulfilling the
requirements of this Proclamation;

b) it is necessary to ensure the financial
integrity, effectiveness and security of
the system;

¢) toarecipient who is legally authorized to get
such information;
d) ordered by a court of law;

e) to the body which the National Bank is
accountable: or '

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

29. Appointment and Obligations of External Auditors

1/ An operator, a participant or payment

instrument issuer shall appoint an external
auditor. The appointment of such auditor
shall be approved by the National Bank.
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(2) of this Article or sub-article (1) of Article
28 of this Proclamation may not be liable for
reason of compliance with sub-article (4) or
(5) of this Article or any request for
information by the National Bank.

PART SIX
MISCELLENEQUS PROVISIONS

Service Charges

The National Bank may collcct service charges
[rom operators. participants and issuers of
paymenl instruments.
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33.

34,

Settlement of Disputes

1/ Disputes among parties involved in the
national payment system concerning any civil
matter arising under this Proclamation shall
be resolved by mediation.

2/ Where the disputes cannot be resolved through
mediation as per sub-article (1) of this Article
the matter shall be settled by arbitration.

3/ Without prejudice to provisions of the Civil
Procedure Code relating to appeals. the
arbitral award under sub article (2) of this
Article shall be final and binding on the
parties.

4/ The National Bank may issue directive for the
resolutions of disputes arising in relation fo
national payment system in accordance with
the provisions of this Article.

National Payment Svstem Council

The government may establish a National
Payment System Council which shall have an
advisory role to the National Bank with regard to
the national payment system.

Protection for Acts Done in Good Faith

No suit shall lie against the National Bank or
officers, emplovees or agents of the National
Bank in respect of anything done in good faith to
implement this Proclamation or regulation or
directive issued pursuant to this Proclamation. or
order or customary practice.

Infringements and Administrative Measures

The National Bank may. as appropriate. take one
or more of the following administrative measurcs
againsl any operator. participant or issuer of
pavment instruments, where it determines that an
infringement was commilted on any provision ol
this Proclamation or regulations or dircctives
issued pursuant to this Proclamation. or order or
customary practice:

I/ issuc wrilten warning to the perpetrator.
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2/ 1mpose restrictions or fines on the perpetrator
in an amount up to Birr 20,000 per day for
each day that the infringement continues;

3/ suspend or dismiss directors, chief executive
or other officers or employees of the

perpetrator; or

4/ suspend or revoke the authorization of the
perpetrator.

Offences and Penalties

1/ Unless a higher penalty is applicable under any
other law any person who contravenes the
provisions of sub-article (1) of Article 5 or sub-
article (1) of Article 8 of this Proclamation shall
be punished with a rigorous imprisonment from 10
to 15 years and with a fine of Birr 20,000 in
respect of each day on which the contravention
continues.

2/ 1fadirector, a manager or an employee of an
operator, a participant, or issuer of payment
instrument:

a) cobstructs the proper performance, to be
conducted in  accordance with  this
Proclamation, of an auditor or an inspector
duly authorized by the National Bank; or

b) damages, destroys, alters or falsifies
accounts, books or records of the
operator, participant or issuer of payment
instrument; or

¢) makes false entries or fails to enter
material items in the accounts of an
authorized system; or

d) fails to provide information which is
required to be disclosed pursuant to this
Proclamation or regulation or directive
issued hereunder or pgive false or
inaccurate information; or

e) discloses any confidential information
relating to any person except required or
ordered by court, law, legally authorized
person or National Bank;

shall be punished with a rigorous imprison-

ment from 10 to 15 years and with a fine

from Birr 50,000 to Birr 100,000.
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4/

Whosoever without lawful authority makes,
or forges or alters any payment instrument
shall be punished with rigorous imprisonment
from 10 to 15 years and with a fine from Birr
50,000 to Birr 100,000,

Whosoever uses or attempts to use, exports,
imports, purchases, acquires, accepts in trust,
sells or offers for sale or donates any
payment instrument which he knows to be
forged, fictitious, altered, lost, stolen,
expired, revoked or fraudulently obtained
shall be punished with rigorous imprisonment
from 5 to 15 years and with a fine from Birr
50,000 to Birr 100,000,

5/ Whosoever, with the intent of unlawful use of

6/

them, possesses, imports, exports or transfers
machinery, mould, die, paper, metal or other
material to be used for making any forged
payment instrument shall be punished with
rigorous imprisonment from 7 to 10 years
and with a fine from Birr 50,000 to Birr
100,000,

Whosoever:

a) furnishes goods, services or any other
valuable interest upon presentation of a
payment instrument which he knows is
forged, fictitious, altered, lost, stolen,
expired, revoked or fraudulently
obtained; or

b) knowingly receives, conceals, uses,
transfers or transports money, goods or
services obtained by use of any forged,
fictitious, altered, lost, stolen, expired,
revoked or fraudulently obtained
payment instrument;

shall be punished with imprisonment from 2 to 5
years and with a fine.

7

Whosoever,

a) without being an issuer or agent thereof,
sells a payment instrument; or

b) buys a payment instrument from a
person other than the issuer or its agent,
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39.

shall be punished with an imprisonment up to

3 years and with a fine up to Birr 5000.
8/  Without prejudice to the provisions from sub-
article (1) to (7) of this Article, any person
who contravenes or  obstructs the
implementation of other provisions of this
Proclamation or regulations or directives
issued hereunder shall be punished with an
imprisonment up to 3 years and with a fine
up to Birr 10,000,

9/ Without prejudice to the rights of third parties,
any asset derived from the commission of an
offence referred to in this Article shall be
confiscated by the government.

Transitory

The provisions of this Proclamation shall apply
on operators, participants, issuers of payment
instruments and their agents conducting business
on the effective date of this Proclamation within
the time period to be specified by the National
Bank.

Power to Issue Regulation and Directive

1/ The Council of Ministers may issue regulations
necessary for the proper implementation of this
Proclamation.

2/ The National Bank may issue directives and orders
necessary for the proper implementation of this

Proclamation and regulations issued pursuant to
sub-article (1) of this Article.

Inapplicable Laws

No laws, orders or customary practices, shall, insofar as
they are inconsistent with the provisions of this
Proclamation, be applicable with respect to matters
provided for by this Proclamation.

Effective Date.

This Proclamation shall enter into force up on the
date of publication in the Federal Negarit Gazeta.

Done at Addis Ababa, this 18" day of July, 2011

GIRMA WOLDEGIORGIS

PRESIDENT OF THE FEDERAL
DEMOCRATIC REPUBLIC OF ETHIOPIA
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