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REGULATION No. 44/2012
MICRO AND SMALL ENTERPRISE TRUST

FUND ESTABLISHMENT REGULATION

WHEREAS, it is found necessary to alleviate the
credit guarantee problem of Micro and Small
Enterprises since they have greater contribution
regarding creating job opportunities and alleviating

poverty;

NOW, THEREFORE, in accordance with Article
23(1) (f) of the Revised Charter of the Addis Ababa
City Government Proclamation No 361/2003 the
City Cabinet has issued this Regulation as follows.
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2.

This Regulation may be cited as the “Micro and
Small Enterprises Trust Fund Establishment
Regulation No. 44/2012".

Definitions

Unless the context otherwise requires, in this
Regulation:

. “City” means the Addis Ababa City;

“City Government” means the Addis Ababa
City Government;

“Mayor” means mayor of Addis Ababa City;

“Trust Fund” means a fund kept or
deposited inorder to pay the creditor in case of
non payment by micro or small enterprise;
“Micro Enterprise” means an enterprise
employing upto five individuals including the
woner and having a total capital of more than
Birr 50,000 in the service sector or not more
than Birr 1000,000.00 in the Industry sector;

“Small Enterprise” means an interprise

employing upto five individuals including the

owner, and having a capital of Birr 50,001 to

500,000, in the service sector or Birr 100,001

to 1,500,000 in the industry sector;

“Micro Financial Institution” means a
credit institution licensed by the National Bank
of Ethiopia to give support for the enterprises
that are engaged in the sector including Addis
Credit and Saving share company, which
operate in accordance with the policy and

strategy of Micro and Small Enterprises.
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developing themselves besides paying back the

loan in case they get loan;

2. To encourage Enterprises engaging in export
oriented, import substitution goods and other
sectors that are given focus by alleviating their

problem of guaranty for loan;

3. To support Micro and Small Enterprises
accomplish their share in the effort of bringing
technology transfer.

4. Scope of Application
This Regulation shall be applicable on persons

engaged in  Micro and Small Enterprise

development activities and face a problem of

security for loan.

5. Principles

1. Trust fund is a fund organized and administered by a
tripartite integration among Micro and Small
Enterprises, Micro Finance Institutions and the City
Government to strengthen guarantee for loan and
incorporated in the support framework;

2. Utilization of the Trust Fund shall be only to job

sectors given priority focus in the credit system;

3. The trust fund is a support system catering those
not able to produce security and therefore could
not get loan from micro financial institutions or
those not entertained by other guarantee

alternatives.
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PART TWO
ORGANIZATION, DUTY AND

RESPONSIBILITY
6. Administrative Committee of the Fund

1. The trust fund of the City Government shall be
administered by an administrative commite extracted
and organized from the City Government organs,

2. The administrative committe shall be accountable to

the Mayor and shall constitute the following

members:

a. Mayor of the City.................. Chairperson,

b. Head of Micro and Small Enterprise
Bureau.......ooovee i, Member,

c. Head of Finance and  Economic
Development Bureau................. Member,

d. Managing Director of the Addis Credit and
Saving Share Company ................... Member,

e. Director of Technical and Vocational Education
and Training Agency...................... Member,

f. Trust fund coordinator assigned from the Finance

Economic

and Development

Bureau..........oooiiiii Secretary.

7. Duty

Administrative Committee of the Fund

and Responsibility of the

The Administrative Commite shall have the

following duties and responsibilities:

1. Estabilish the trust fund by searching for
Sources; strengther the fund with revenue

from different sources;

2. Listen to reports about the trust fund;

3. Give decision on disputs arising out of

Execution of the trust fund.
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8. Sources of the Fund
The fund shall be collected from the following
sources:
1. 70% from budget allocated by the City
Government,
2. 20% from saving of micro and small enterprises
engaged in the sector contribution;
3. 10% from contribution of micro financial

institutions, and

4. from other legal sources.

PART THREE
BENEFICIARIES OF THE TRUST FUND
AND CRITERIA FOR ENTITLEMENT
9. Beneficiaries of the Trust Fund
The following shall be beneficiaries of the trust
fund:

1. enterprises producing for export and market;

2. those engaged in import substitution and
construction works;

3. model Enterprises organized in cluster centers
and involved in manufacturing goods and
providing services;

4. enterprises that have their own saving and a
history of good will in credit and are engaged in
Manufacturing and Export produtuct shall be
given priority and others based on number of the
beneficiaries, engaged in selected sectors shall

also become beneficiaries of the trust fund.
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10. Criteria for Entitlement

1. Foundation level Enterprises

2.

. Foundation

a. Developing

a. Foundation level enterprises, inorder to get

loan, shall in advance save at least 20% of
the credit amount they wish to get in six
months period with equal installment;

level enterprises engaged in

sectors  other than  export product
manufacturing and development focused
sector to be legible for the trust fund shall in
advance save 25% of the credit amount they
wish to get in six month period with equal

installment.

Developing Enterprises

level enterprises engaged in
export product manufacturing and growth
focused sectors to be legible for the trust
fund shall in advance save at least 15% of the
credit amount they wish to get in six months

period with equal installment;

. Enterprises that are engaged in sectors that

are given priority by the strategy to be legible
for the trust fund and to get loan they shall in
advance save 20% of the credit amount they

wish to get;

. It shall be asecrtained that the development

level certificate is secured in accordance with

the implementation directive.
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3. Developed Enterprises

a. Developed enterprises engaging in export

product manufacturing and growth focused
sectors to be capable of the trust fund shall in
advance save at least 15% of the credit

amount they wish to get;

. Enterprises that are engaged in sectors that are

given priority by the strategy to be capable of
the trust fund and to get loan they shall save
20% of the credit amount they wish to get;

. It shall be assured that the development level

certificate is given in accordance with the

implementation directive.

PART FOUR

POWER AND FUNCTION

11. Powers _and Functions of Finance and

Economy Development Bureau
a. Search revenue source for the trust fund;

design a system whereby charity organizations

in the City participate;

b. Allocate budget on the basis of the request of

Micro and Small Enterprises Development
Bureau regarding the trust fund; transfer the
fund to the bank account of the appropriate
Micro Finance institution upon decision by the

administration committee of the trust fund;

c. Organize information of the trust fund; prepare

and submit current report in collaboration with

concerned organs,
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c. Audit the execution of the trust fund; submit
performance report to concerned organs;
d. Perform such other functions designated to it

by the fund administration commite.

12. Duties and Responsibilities of Micro and
Small Enterprises Development Bureau

1. Issue document for enterprises evidencing their
level;

2. ldentify Enterprises that deserve the Trust fund
and transfer them to the credit intuitions.

3. Identify in collaboration with the credit

institution the enterprises whose debt is to be

covered by the trust fund for they didn’t pay

their  debt; fund

administration commite.

submit same to the

13. Duty and Responsibility of Credit Organs

1. Evaluate the business plan of enterprises;

2. Follow up utilization of loan and

implementation of project of the enterprises;

3. Present report to the fund admininistration
commite semi annually about the utilization

and implementation of the fund;

4. Ensure that the requested trust payment is

timely and in acordance with the agreement.

5. Exhert effert using all possible means to
recover the default amount prior to request for
coverage from the trust fund; submit to the
fund executive committe a report evidencing

Same;
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6. Follow up and directives Execute forwarded to
it by the fund executive committee or guarant

or on matters regarding the loan.

14. Applicability of Trust Fund Coverage

1. Loan substituted from the trust Security or trust
fund, being the last option shall be Substituted
from the frust fund sem-anuually;

2. Notwithstanding the provisions of sub article
(1) of this Article, the duty to follow up and
collect the loan money shall continue by the
credit institutions as well as other concerned

organs;

3. The collected money shall serve as revolving
fund or reserve capital; the detail shall be

determined by directive to be issued.

15. Inapplicable Laws

Any Regulation, directive or customary practice
inconsistent with matters covered by this Regulation
shall have no effect.

16. Power to Issue Directives

The Fund administration committee empowered by
this Regulation to administer the fund may issue
directives for the proper implementation of this

Regulation.
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17. Duty to Cooperate

Any person shall have the duty to cooperate for the
proper implementation of this Regulation.
18. Effective Date

This Regulation shall enter into force as of the 1%
day of March, 2012.

Done at Addis Ababa
This 27" day of February, 2012
Kuma Demeksa

Mayor of Addis Ababa City



