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By Dagnachew Tesfaye, Managing Partner at DMLF

The National Payment System Proclamation No 718/2011 has been amended. The amendment
proclamation is the National Payment System(Amendment) Proclamation No 1282/2023. The latter
Proclamation was made in Addis Ababa, on February 3/2023. The objective of Proclamation
1282/2023 is to accommodate the developments, changes and innovations in the National Payment
System. Since the amendment Proclamation, the National Bank of Ethiopia (NBE) has issued
Licencing and Authorization of Payment Instrument Issuers Directive No ONPS/09/2023, effective as of
October 6,2023. Regarding payment system operators, the Licencing and Authorization of Payment
System Operators Directive No ONPS/02/2020 govern the operators. A brief overview of these laws
shall be dealt hereunder.
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Payment Instrument Issuer and Payment System Operator

The National Bank of Ethiopia is entrusted to regulate the sector. The NBE shall receive any
application from any interested party to be a payment instrument issuer or payment system operator.
Payment Instrument Issuer can be a company, or a government owned enterprise or a bank or micro
finance institution authorized by the NBE to issue payment instruments. Whereas a Payment System
Operator could be a financial institution or any other company licensed or authorized to establish and
operate a payment system including routing, matching, clearing, netting and settlement of payment
instructions or government securities.

Licencing and Authorization

Among several general requirements, some of the sector specific requirements shall be the focus. A
business organization that wishes to acquire a license for payment instrument issuer or a payment
system operator shall be obliged to form a subsidiary company exclusively for the business objective of
performing payment system operation or payment instrument issuing. The applicant should fulfill
minimum paid up capital.

The NBE has put a minimum paid-up capital of ETB 50 million or its equivalent in foreign currency for
payment instrument issuer on Directive No 09/2023 Article 4 sub-article( 5).The  contribution has to be
in cash.  The cash has to be deposited in a blocked account in a bank in the name of the payment
instrument issuer. NBE shall respond to such applications within 60(sixty days).

Similarly, according to Directive No ONPS/02/2020, an applicant intending to be licenced as a payment
system operator shall be established as a company, have a minimum of 10 shareholders to operate
more than one system, capital of not less than ETB million if it is a switch, ETB million capital, if it is an
automated teller machine operator, ETB 10 million capital, if it is a point of sale device orator and ETB
3 million if it is a payment gateway operator.

The national switch operator on the other hand is required to have ownership by a person limited to
40%. The national switch operator shall be only owned by financial institutions and the NBE. The
ownership by a natural person is limited to 1 share at the time of entry and have 1 more share every
time new shares are sold thereafter. When the ownership is by an institutional shareholder other than
the NBE, the ownership is limited to 5%. The national switch operator shall have a paid up capital of
ETB 300 million.

Foreign Nationals

Foreign Nationals may be allowed to engage in a payment instrument issuer business or a payment
system operator business. Such foreign-owned companies are required to raise capital fully in foreign
currency. In the case of collaboration with Ethiopians, the foreign partners are required to contribute in
foreign currency to the extent of their aggregate percentage holding.

Investment Protection Fee

Investment Protection Fee has been defined in the Proclamation 1282/2023 as an amount of money
paid to the government by foreign nationals who invest in businesses that are reserved for domestic
investors only. Hence the foreign-owned company is required to pay not only a licence or authorization
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fee but also an investment protection fee. The NBE shall determine from time to time the amount of the
investment protection fee.

Rejection of Licencing

The NBE may reject an application for authorization or licensing for payment instrument issuer and
payment system operator. These rejection points have been included in NBE Directive No.
ONPS/09/2023 and NBE Directive No.02/20 . Such a rejection is appeal-able.  

Pilot Trial and Grant of Licence

Based on the result and assessment of pilot trial period of 30 -60 days for payment system operator
and 6-9 months for payment instrument issuer, the NBE may grant full licence.

In conclusion, the amendment in the proclamation and issuance of Directives on the payment system
signifies a big step in Ethiopia’s endeavour to improve and innovate the financial regulatory landscape.

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

RESPONDING TO CHILD ABUSE AND NEGLECT 

By Dagnachew Tesfaye, Partner at DMLF The Alternative Child Care and Support
Directive Number 976/2023 by Ministry of Women and Social Affairs, October 2023,
incorporates a section namely Responding to Child Abuse and Neglect. The State is
given  the responsibility to respond to child abuse and neglect. The procedure of
reporting, assessment, court approval, emergency…

June 30, 2024
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Gold Purchase Price Adjustment

By DMLF The National Bank of Ethiopia has introduced an amendment Directive namely
NBE Amendment Procedure on Price of Gold Purchase No 1/2024, effective as of June
17/2024. This Directive is an amendment to a similar Directive number 3/2023. The
amendment Directive encompasses price adjustment for provision of gold in terms of its
weight and…

June 23, 2024

The New Public Holidays Proclamation

By DMLF The House of Peoples’ Representative in its session on June 11/2024 enacted
the Proclamation to Determine Public Holidays and Celebration of Public Holiday
Proclamation Number 1334/2024. The Proclamation identifies 12 celebrated public
holidays that governmental and non-governmental institutions shall be closed for public
services. These public holidays and rest days are salaried days.…

June 16, 2024

Membership to American Bar Association (ABA)

Partners to DMLF namely Mr.Dagnachew Tesfaye Abetew and Mrs.Mahlet Mesganaw
Getu are proud to announce the membership to the American Bar Association (ABA).
We hope the ABA membership will provide us with professional advantages in building
networks for rendering life changing legal services for our communities.

June 9, 2024
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of Marks

By DMLF The Madrid System for the International Registration of Marks is a centralized
system that simplifies the process of registering trademarks in multiple countries. It’s
administered by the World Intellectual Property Organization (WIPO). Under this system,
trademark owners can file a single application with WIPO to protect their mark in multiple
member countries. This…

June 9, 2024

Ethiopian National Dialogue

By DMLF The Ethiopian National Dialogue Commission (hereafter the Commission) was
established by Proclamation 1265 /2021( hereafter the Proclamation). The Proclamation
was done as of 13th of January 2022. The term of office of the Commission is  three (3)
years.The term of the Commission shall begin from the time Commissioners have been
appointed in accordance…

June 2, 2024

Category

1. Latest Posts

Date Created
March 3, 2024
Author
dmethiol_admin

DAGNACHEW & MAHLET LAW FIRM LLP
Addis Ababa, Ethiopia | +251 118637345 | info@dmethiolawyers.com

Dagnachew & Mahlet Law Firm LLP

Page 5
Footer Tagline

https://dmethiolawyers.com/the-madrid-system-for-the-international-registration-of-marks/
https://dmethiolawyers.com/ethiopian-national-dialogue/

