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Cooperatives in our country are organized in various
forms and levels and are making a positive
contribution by helping to solve the social and
economic problems of members. They achieve this
by harnessing members' resources, labor and
knowledge under the ownership and control of their
members.

It is important that they are guided by the law, as they
are economic and social institution whose
membership is open to all irrespective of race, color,
sex, relgion, disability, economic or polticale
background. As a consequence it has become essential
to manage cooperatives in accordance with law.

The number of savings and credit cooperatives, their
savings, loans and other financial services are growing
exponentially, thus it is important to ensure that they
are guided by law to be free from waste and
corruption; so that members, government and lenders
have confidence in them; as well as for building a
good image. In order to be successful and
competitive, it is necessary to issue a world class
prudential inspection directive. Accordingly, the
Federal Cooperative Agency has issued this prudential
inspection directive in accordance with the power
article 52 Sub-Article 4 of

given to it under

cooperative society’s proclamation No 985/20156.
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Part One

General Provisions

1.Short title

This directive can be cited as “The Saving and
Credit  Cooperative
Directive No. 01/2021”.
2.Definitions

Subject to the definitions of the cooperatives

Prudential  Inspection

proclamation No0.985/2016, the words and

phrases described in this directive shall have the

following meanings, unless the context of the

term implies any other meaning.

1/“proclamation” the  cooperative
proclamation No. 985/2016.

2/ “PEARLS” means quantitative standards

developed by World Council of Credit Unions

mean

for prudential inspection of the financial
performance of saving and credit cooperatives
societies.

3/“PEARLS Ratio” is an international formula
developed by the World Council of Credit
Unions for prudential inspection of the
financial performance of saving and credit
cooperatives

4/ “prudential inspection” means the inspection
of saving and credit cooperatives in accordance

with PEARLS formulas.
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5/“Non prudential inspection” means on-site
inspection of saving and credit cooperatives
using a check-list based on the rules and
regulations with more limited numerical
measurements.

6/ “Inspector” means a professional assigned by
the appropriate authority to carry out
inspections of saving and credit cooperatives.

7/“Asset protection” means appropriate and
systematic protection of the assets of saving
and credit cooperatives.

8/“Effective

assigning appropriate and sufficient resources

financial  structure”  means
that are crucial for development, income
generation and financial strength of saving and
credit cooperative societies

9/“Asset quality” means the real value of the
cooperative’s assets. An effective management
of cash so that it can meet deposit withdrawal
requests and liquidity reserve requirements.

10/ “Rates of return and costs” means a
standard used to evaluate the incurred
cost and returns of each investment.

11/ “Liquidity” means an effective management

of cash so that it can meet deposit withdrawal

requests and liquidity reserve requirements.
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12/ “Growth” means increment in each of the
most important account lines on the
financial statements, as well as growth in
membership where the indicators are
measured by comparing current year results
with previous one.
13/“Emergency  inspection” ~ means  an
inspection done without informing the saving
and credit cooperative societies when  the
request is made or inspection is deemed
necessary.
14/“Regular inspection" means a planned
inspection of the saving and credit cooperative
societies.

15/“On-site  inspection”  means prudential
inspection by being physically present at the
site of the saving and credit cooperative

16/ Off-site inspection” means prudential

inspection done based on prescribed financial
documents submitted by saving and credit
cooperatives without being physically present
at the site of the saving and credit cooperative.
17/“Feedback” means recommendations given
after prudential inspection upon identification
of the strengths and weaknesses of the saving
and credit cooperatives societies consisting of

measures to be taken given by the inspector




MAACKE 4l AR LTNEOSP LTNAN
ML 276 WEW,
PTHA #MAS NLC ML 276 NG PANIR WHVENTT avaosg
+*TC 01/2014

FEDERAL DEMOCRATIC REPUBLIC OF ETHIOPIA COOPERATIVE
AGENCY
SAVING AND CRIDIT COOPERATIVE SOCIETIES PRUDENTIAL
INSPECTION DIRECTIVE NO 01/9/2021

ACT°APTF NTavAh NP AS NMOU-4 PILAT

a0

18/ “4712aoAl ANKC PR h&e” 7947 N14N
hkg® a0 hem,  ONT RO, NEC
ThIAT PO 0TRRA A8 E  hooyho

f-hbaom Ot@AY POTMNA P1IHN comd Y-
19/ “Pltavdd NLC" 20T 1O POl
NEC P oveeAh ho920@- PorA 7 071A
ARhLA PPL NEC 10» =

‘g “11L" AT PANLT he CTuNé
AT ALLT NOLLAPD WV aoALT
0e- NFar? 29N7:00Th Ao kT 7712 Y-

20/

3. favani P@- GATY
1/ V79 ANGCT Ao Naoh-T  PhNATY
FMPLl L1 A1k hhSel, 7300
AL PA¢  ANHPRA  POLL04hE @ tolS
T8 P1IAN eMAS NLC  ANLT ¢
29UNET AaoeM(C i
2/ 1N €maAs NLEC MNLT ¢ TTUNGTT
NARLFE AINTANT A0S-C AIATRT 199247
CHANTT  ACINPMA  AS  TIC LAVF@-d
ANGCT P2 NooAPT PACI™T  ACI°SE
Nae@O& ALCO POLTA®T hLD AovhAhAS
Aaody 03
3/ 1N emas NLC MNLT ¢ TN

orally and in writing.

18/ “Allowance for loan loss” means an amount
set aside in a statement of financial position so
that the true value of the loan portfolio is
fairly shown.

19/ “Delinquent loans” means any loan of which
the principle or interest remain unpaid after
the due contractual date.

20/ “Suspended from its activities” means
based on inspection feedback, the findings of
risk and weaknesses related to the saving and
credit cooperative, its working office shall be
closed and its bank account suspended.

3.Purpose of the directive

1/° To create competent and competitive saving
and credit cooperatives that will contribute
significantly to the building of the country's
economy; and ensure the benefit to the
members by respecting the law and practice;
2/ In order to maintain the best of the saving
and credit cooperatives, to identify problems
in their practices and to take corrective
measures in advance, and in accordance
with the prudential inspection system to

prevent and reduce risks.

3/ To strengthen the trust of the members, the
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public and the government by inspecting the
saving and credit cooperatives through a
prudential inspection system

4.Scope of application

This directive shall apply to saving and credit

cooperative  societies  established under

proclamation and designated for prudential

inspection by the appropriate authority.

5. Principles of Prudential Inspection

Prudential saving and credit inspection shall have

the following basic principles:-

1/ Focus on improvement

2/ Focus on the outcome

3/ Be proportionate to risk

4/ Encourage legal innovation and diversity

5/ Use accurate impartial evidence

6/ Disclose the criteria used for judgment

7/ Be open about the process

8/ Give attention to value for money

9/ Improve practice based on experience

10/ Encouraging internal control
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The duties and responsibilities of the appropriate

authority shall be as follows:-

1/ At the international level, saving and credit
cooperatives are inspected through prudential
standards; Of these, the most appropriate ones
shall be selected and potentially revised,
setting new  standards where  deemed
appropriate.

2/ In accordance with Article 52 of the
Proclamation, it shall organize a working unit
and assign experts to inspect saving and credit
cooperatives, and rank saving and credit

cooperatives by establishing ranking criteria.

3/ Experts who have the responsibility to
undertake saving and credit cooperatives
inspection shall be trained, both before
engagement in the inspection activities and

by

identifying the knowledge and skills gaps of

on a continuous basis afterwards
the inspectorat.

4/ The appropriate authority may carry out a
prudential inspection of a saving and credit

cooperative at any time.




MATPEE buPlA LT NENLE TN
AL 22¢ WEI,
IR €MAS NRC LT 276 NG PANIR WIVENTG aoaosp
+TC 01/2014

FEDERAL DEMOCRATIC REPUBLIC OF ETHIOPIA COOPERATIVE
AGENCY
SAVING AND CRIDIT COOPERATIVE SOCIETIES PRUDENTIAL
INSPECTION DIRECTIVE NO 01/9/2021

5 NHY AR a0 ATPR 4 AL P1LYTI0
AT EMNP P NN MmO AS NLC NLT
2 TNG e haod-C ok @89° hOAT
AMEP ASNThT LLCIA:

6/ AdI R ANTHAT PFAP 77N MmO NG
ML 26 TNC L NGa0T A3L
AIVERT a0l AANT::

77 AT ANTRNT PFAP PTIIAN £mAS NG
ML e NG AT PoLLL00-
taofN@ ®RI° Ntaoflc WIP AINERTC
DL AINTHTCT NF LIPSA:

8/ NANLIFR PAINTANT AN-C AINThT Po9.847
PTN €mOS NLC ANLT 24 TINeT
ATRT  PTLLLTT Ndufé-A DRI NHAA
®LI° (A%N AN htol  ANFRLC @Le9°
NLLEP  ANFSLC  RL4E  (FLER @E9°
haofs A NTHHCT NF LIPSA:

9/ MY AR Thedl A1 8 PHLINM@ AFLmNe
PG PFAA ANGC o094 ALIIT K200 LAD-
AANANT AR AINVENTT AOG-C ANTENT
ALLCT POUTA T£9° ALLLT ®LI® OAao-g
AaoeAl &TAN:

10/ AAhI R ANThA?  Phavf PNLT  #2¢-
TPUNC ANTHEC TN €mOs N&C LT
e TNGTT AhIR  089°  h-AhIP

LI U-NET ChINTHNT AGG-C NA7E AL
8

5/ Without prejudice to the provisions of sub-
article (4) the appropriate authority shall
conduct an inspection of a saving and credit
cooperative at the request of its management
committee or its members when the majority
of the executive committee or one third of
the total members or their representatives
make this request.

6/ Saving and credit cooperative societies that are

subject to prudential inspection shall be
inspected at least once a year.

7/ Saving and credit cooperative societies that are
subject to prudential inspection shall be
inspected only by the designated legal
inspectors.

8/ Saving and credit cooperative societies that are
subject to prudential inspection shall be
inspected only by inspectors organized at the
federal and regional state, the Addis Ababa
City  Administration and Diredewa
Administration levels.

9/ Subject to the provisions of sub-article (8) of
this Article, the appropriate authority may
establish an institution that may conduct
inspections through a quantitative inspection
system or appoint an expert.

10/ A prudential cooperative inspector may
inspect the saving and credit cooperatives
using prudential or non-prudential inspection

or both simultaneously.
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11/ Subject to the provisions of sub-article 10 of
this article, the saving and credit cooperatives
that are inspected by the prudential inspection

shall

accordance with the PEARLS ratios set by the

procedure be prepared only in
appropriate authority.

12/ Subject to the provisions of sub-article (10) of
this article, saving and credit cooperatives to
be inspected by a non-prudential method shall
be subject to the inspection directive issued by
the appropriate authority.

13/ Without prejudice to the provisions of sub-
article 12 of this article, saving and credit
cooperatives which are inspected non-
prudentially may focus on the organization
and registration, management, performance or
operations, audit, inspection and certification
feedback and reports, and the resolution of
disputes.

14/ A prudential inspection professional shall be
received a letter from the appropriate
authority stating that s/he has been sent to
perform the inspection of saving and credit
cooperatives.

15/ A prudential inspection professional, before
the commencement of the inspection work,

shall inform the cooperative management
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committee, its representatives and experts
present, of the purpose of the inspection.
16/A  prudential cooperative  inspector shall

provide an appropriate  answer and
explanation to any relevant questions raised
by the participants

17/1f

inspection work the saving and credit

the inspection officer performs  the
cooperative, the inspector may provide verbal
feedback to those present on the site and at the
time of completion.

18/ A prudential cooperative inspector shall be
responsible for verifying the accuracy and
completeness based on the source documents
of the accounting records provided by the
cooperative in accordance with the standard
inspection procedures of saving and credit
cooperatives.

19/ Any cooperative inspector after inspecting the
saving and credit cooperative shall send legal
feedback to the cooperative within one month
from the date of inspection specifying the type
of penalty to be taken, and send it to the
cooperative and ensuring that it is received.

20/ Subject to the provisions of sub-article 17 of

this Article, the type of corrective action to be
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taken shall be provided in writing along with
the feedback.

21/ Subject to the provisions of sub-articles 19
and 20 of this article, the inspection feedback
shall be made available to the concerned
bodies in order to facilitate the monitoring and
implementation.

7.IThe rights and obligations of saving and

1/ Saving and Credit Cooperative societies have
the following rights regarding prudential
inspection which include:-

a) Requesting the appropriate body for inspection
services;

b) Asking for an explanation from the inspector
to clarify issues that are not clear during he
inspection;

c)Requesting the inspector to provide information
on his/her identity and legitimacy of mandate
to inspect;

d) To receive the inspection report of the
cooperative;

e) If there is a complaint about the inspection to
apply to the concerned body;

2/ Subject to the provisions of sub-article 1(e) of

this article; the grievance procedure shall first

be submitted to its senior supervisor. If the
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complaint is not resolved, it will be submitted
to the next level and the decision will be made
by the state or city administration department
of cooperatives or the Federal Cooperative
Agency.

3/ Any saving and credit cooperative shall have
the following obligations regarding to
prudential inspection

a) Inspect any performance of the saving and
credit cooperative.

b) Provide accurate and reliable information as
required during the inspection

¢) Provide clear information and clarify
questions to the inspector;

d) Ensure that the staff and officers of the
cooperative make themselves available as
required during the inspection work;

e) Subject to the right of appeal, accept and
implement  inspection  feedback  and
recommended corrective measures.

4/ Any saving and credit cooperative that is

inspected by the prudential inspection System

shall submit the following information to the
inspection body within the specified time.

a) The saving and credit cooperative shall submit
in the prescribed form, a statement its assets

and debt, the income and expenditure
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statement, the loan statement and disbursement
report once every 6 months; the appropriate
authority’s inspectorate authority ~inspector
shall analyze the reports and provide feedback.

b) The saving and credit cooperative shall submit
the profit and loss statement, the audit report,
the source of income, the cash flow statement,
cash and share changes statement, allowance
for loan losses summary statement, the
membership number statement and other
useful information once a year and the
appropriate authority inspector shall analyze
the report and provide feedback;

¢) Subject to the provisions of sub-article 4(a)
and (b) of this article, reports must be
submitted no later than 10 days after the cnd
of a 6 month or a year.

d) Subject to the provisions of sub-article 4(c)
of this article, the cooperative saving and
credit cooperative, which has been given ten
days for the first round, ten days for the
second round and ten days for the third

round, who does not submit a report, shall be

punished in line with article 19 and measures

shall be taken,
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PART THREE
Inspection of saving and credit cooperatives in

a prudential inspection

8.
Saving and credit cooperatives designated by the

appropriate authority for prudential inspection
shall be inspected in accordance with the

selected PEARLS ratio and Standards.

9.Inspect Asset Protection Ratios

The saving and credit cooperatives asset
protection ratio inspection shall focus on the
following to ensure;-

1/Saving and credit cooperatives' assets and
property shall be properly and systematically
protected.

2/ The status of disbursed loans of saving and
credit cooperatives are monitored regularly..

3/ Increase saving and credit cooperatives credit
efficiency by identifying timely repayment and
non-repayment of loans.

4/ Ensure that saving and credit cooperatives have
a sufficient reserve amount including the
interest for the last twelve months or more of
the previous loan.

5/ The amount of asset that saving and credit

cooperatives should have in the event of a

bankruptcy should be enough to fully cover

members’ saving and shares ,and hold at least
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ten percent surplus money.
10. Inspect effective financial structure
Effective financial structure inspection of saving
and credit cooperatives shall focus on the

following issues and shall ensure

1/ Any saving and credit cooperative society
shall allocate 70% up to 80% of its total
assets to loan;

2/ Any saving and credit cooperative society
shall invest in emergency expense of not
more than 20% of the total asset;

3 /Any saving and credit cooperative society
shall have 70% up to 80% of the source of
funding of its total assets from membership

saving;

4/ Any saving and credit cooperative society
shall have institutional capital share of at
least 10% of its total asset;

5/ Any saving and credit cooperative society
shall increase their saving by designing and
implementing various saving strategies to
strengthen their internal financial capacity
and become self-sufficient;

6/Any saving and credit cooperative society
shall and

increase loan disbursement
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Asset quality assurance inspection of saving and

credit cooperatives shall focus on the following

issues and shall ensure

1/ Any saving and credit cooperative societies
shall measure the quality of its assets based on
the income and use of its resources;

2/ Any saving and credit cooperative societies
shall effectively monitor disbursed loans and

non-performing loans;

16
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issues:

1/ The saving and credit cooperatives shall
strengthen their ability to respond quickly to
various service requests from members and
strengthen their relationship with members;

2/ Any saving and credit cooperative society
shall subtract payments to be made within one
month from total saving and put in the

account of the cooperative equivalent to at

17
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14. mﬂmmmﬂm least fifteen percent of the total saving.

AARA® ANTHTE? £hAe £ &M hS 14. Inspect growth indicators
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AT 09924700 1M AAAT AT cooperatives growth indicators shall ensure

(Phaok hadd VAT Nood £AT0 oo Ud Y IERE that the growth of number of members is not

less than twelve percent per annum.

18




AGENCY
SAVING AND CRIDIT COOPERATIVE SOCIETIES PRUDENTIAL
INSPECTION DIRECTIVE NO 01/9/2021

LT 276 hWEH.
THA £MAS ALC LT 276 aqune-l PANSR WHVENTT avavlf

MRS G flAR ST NEOLT TN
L
+7C 01/2014

FEDERAL DEMOCRATIC REPUBLIC OF ETHIOPIA COOPERATIVE

W \ PART FOUR
MWM SOURCES OF INFORMATION ON SAVING AND
Mmﬂwﬁ_ﬂhﬂﬂm CREDIT COOPERATIVES AND
[ : Ei IMPLEMENTATION STRATEGIES FOR
PRUDENTIAL INSPECTION
5. mhwﬂmlﬂﬂ

15. Prudential Inspection Sources Document
e €mas NLC AT e TIUNG LA R

AT PavlF ey PoLh AT gor. e

LUPGA:-

1/ eYNTS 6% o0 L7CT

o/ PG O ol L7 CTE

3/ PTCES hAG ao 0, &7 cr

4/ 1@~ £CO PATooAN NKC a0 L7CE

5?14 THANT NPAA O o TN AA@
199 7FAG N9 A PNLET hovBLAN AG WL
L7CT

&) BaC KRG QGaod kAN PIr nONT o7 CT

7/ MLV APR Thd a3e& h1 adh 6 e 10RT
A3eAmnde  PS A7 ea  NANAMT
(toogn@  AHVENTC AT R AT
me@ PTLLNLAT TenT1é ol AP aomed
LTAN::

16-mmmnﬂl_bﬂﬂﬂﬂ—ﬂm

AARLAR  AIOENTT eraP e emas ANLC

ANt e TTNC eASNTENTT  Ab100C NPT

A3LoLh A BUPGTA-

1/ ermn «mas ALC AT e NG
a2t 0 AL NPyl PULRLT ASNERT?

In order to implement asystem of prudential
inspection for saving and credit cooperatives, the
following are routine requirments and sources:-

1/ The balance sheet report;

2/ The statement of income and expenditure
report;

3/ The profit and Loss report;

4/ The delinquent loan report;

5/ The classification and management of cash,
assets that can easily be converted in to cash
and that cannot be converted into cash report:

6/ The report of existing and new members

7/ Subject to the provisions of sub-article 1 to 6
of this article, the appropriate authority may
request additional information required for the

prudential inspection.

16. Prudential inspection implementation

strategies
Prudential inspection implementation strategies

for saving and credit cooperatives shall be as

follows:-

1/ On-Site inspection of saving and credit

19
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['cooperatives should be based on the following:

a) Saving and credit cooperative inspection may
involve a full or partial inspection as required;

b) The cooperative inspector may or may not
inform the inspection of the saving and credit
of the cooperative in advance;

¢) The chairman of the board of directors of the
saving and credit cooperative, the secretary, the
treasurer, the chairman or member of the
control committee, the credit committee chair
or member, the manager or the representative,
the employee  accountant and  other
cooperatives personnel as required by the
inspector must be available;

d) It is not possible to inspect without the

presence of the required individuals and
sources of information being available during
the inspection;

¢) Subject to the provisions of sub-article 1 (d) of
this article, if the required information and
individuals are not available during the
inspection, the inspection shall be carried out
within the next 7 days. However, if the
individual is not present again on this date,
action shall be taken in accordance with the

provisions of articles 20 sub article 1,2,3,4 of

this directive;
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f) The inspector shall inspect the saving and
by

analyzing the sources of information in article

credit cooperatives examining and
15 sub articles 1 up to 7 of this directive;

g) Subject to the provisions of sub-article 1 (f)
of this article, the Inspector may, in the event
of any further clarification, request the

relevant parties and those present at the
-inspection to provide clarification;

2/ Off-Site inspection of saving and credit
cooperatives should be based on the
following factors:

a) Maintain and understand the specific criteria
set out in annex 1 of this directive, which are
favored by our country's saving and credit
cooperatives;

b) Comply with the sources provided for in
article 16, Sub-article 1 to 7 of this directive;

c) Analyze the sources of information obtained
in sub-article 2(b) of this article and make
recommendations;

d) Without prejudice this article sub-article
2(c), the recommendation regarding a penalty
shall be taken by comparing the problems
and gaps identified in accordance with article
22 of this directive with the established

standard.
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PART FIVE
ABOUT PENALTY AND FEEDBACKS

A

17. Penalty Classification
1/ Saving and credit cooperative societies shall be

inspected prudentially, and depending on the

gaps and risks identified, penalties shall be
classified as ‘grave,” ‘medium’ and ‘simple’

2/ The feedback shall be given to prudentialy
inspected saving and credit cooperatives and
shall include clear type and class of the penalty
as applicable.

3/ If the performance of the majority of the 10
selected PEARLS standard ratio falls in the
grave category, a severe measure shall be
imposed.

4/ If the performance of the majority of the 10
selected PEARLS standard ratio falls in the
moderate level, a moderate penalty shall be
imposed.

5/ 1f the performance of the majority of the 10
selected PEARLS standard ratio falls in the
simple category, simple measures shall be
imposed.

6/ If the steps referred to in sub-articles 3to5of
this article get equal points, or lay in different
penalty classes, the type of penalty to be

imposed shall be determined by the inspector.
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7/ 1f the steps referred to in sub-articles 4,5,6 of
this article get equal points,or lay on different
penalty classes ,the type of penalty to be taken
shall be determined by the inspector.

18. Penalties Based on PEARLS Ratio

The type of penalty to be taken in accordance

with article 17 of this directive shall be as

follows:-

1/ The saving and credit cooperative societies,
which have been severely punished, shall be
punished with a fine of Birr 5,000 (five
thousand birr) and shall report the deficit
within three months to the appropriate
authority.

2/ A saving and credit cooperative societies that
fails to implement the penalty referred 0 in
sub-article 1 of this article shall be suspended
from its activities within 1 month after the
expiration of 3 months. In addition, if it is not
paid within a month, it will be closed down.

3/ A saving and credit cooperative societies
which have been medium punished, shall be
fined Birr 2,000 (two thousand Birr) and shall
correct the deficit within three months and
report the to

progress the appropriate

authority.

4/ A saving and credit cooperative societies that
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fails to implement the penalty based on sub-
article 3 of this article shall be given a final
warning within 2 months after the end of the
month.

5/ A saving and credit cooperative societies,
which have been given a simple penalty, will
be required to report the shortcomings within
three months. If it fails to make amends
within the allotted time, action shall be taken
in accordance with sub-articles 1, 2, 3 of this
article respectively.

19. Penalty for non-submission of a report

Subject to article 7, sub-article 4 of this

directive, if the saving and credit cooperative

society does not submit the required report for
the prudential inspection within the specificd
time;

1/ If not submitting the report within the
specified time, an initial written warning shall
be issued with a fine of Birr 1000 (one
thousand Birr) for the first time.

2/Based on this article sub article 1 penailized
saving and credit cooperative failing to submit
the report from penailized day up to thirty
consecutive days , a second time, shall pay fee
Birr 2,000 (two thousand Birr) and be given a

final warning
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3/ Without prejudice of this article, sub article
land 2 disciplinary penalty shall apply to the
cooperative  society ~manager or to a
representative employee in accordance with
cooperative Human Resource Development
Directive.

4/ Failure to comply in accordance with sub-
article 2 of this article; it shall be suspended for
one month.

5/ Without prejudice to this article sub article 4
saving and credit cooperative shall lose its legal
identity if it does not submit a suspension leave
application to the appropriate authority within
from the date of

fifteen consecutive days

suspension.
20. Penalty for the failure to ensure the attendance

of nominated persons during an inspection
A saving and credit cooperative society that is

unable to provide the required persons to
participate in the on-site prudential inspection in
accordance with Article 16, Sub-Article 1 (c) of
this directive shall be penalized, and the penalty
type is as follow :-

1/ For the first time a 500 (five huondred Birr)
fine will be imposed along with an instraction

to present the required persons within the next

seven days.
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2/ Without prejudice of this article, sub article 1
disciplinary measures shall be taken on the
cooperative ~ manager  or  representative
employee in accordance with the Cooperative
Human Resource Development Directive.

3/Based on this article sub-article 1 the
cooperative failing to bring the responsible
person shall be suspended.

4/ Based on this article sub-article 3 the saving
and credit cooperative that does not submit a
suspetion leave application with in fifteen
consecutive days from the day the suspension
was initiated, shall lose its legal personality.

21. Inspection done based on Prudential and
non Prudential directive

{/Prudentially inspected saving and credit
cooperatives shall have other failings after
being inspected non prudentially, shall be
penalized based on non prudential inspection
directives

2/ Subject to the provisions of sub-article 1 of this
article, if a saving and credit cooperative
inspection which involves prudential and non-
prudential inspection methods and concludes
that a different penalty should apply, the penalty
thus determined by the inspector shall prevail

applied .
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E | ¢1Me NLCT AhdA | h70-80% | <5% 50- 60-65% P6 | Solvency (Net Value | >110% [ <100% | 100- 105-

1 | aman yarr 8-85 | 50.99 of'  ihsseliotal 1043 [ 10%s6

% % Shares and Deposits) 9%
El | Net Loans/Total | 70- <50% 50- 60-

E | & 1 AhLA mPAA | h10-20% | <S5 5- 7.1- Assets 80% & 5999 | 65%

2 | 9ty >30% | 7%& 9.99% >85% %

25 - | &<20.1- E2 | Liquid 10- <5 5- 71
30% | 24.99% Investments/Total 20% | >30% | 7%& | 9.99%

E | ®«mA@T hG TeoI h70-80% | <50% | 50- 60-65% Assets 25 - | &<

5 | 774 ‘MILA m¥An 59.99 30% 20.1-
qAF 0% 24.99

(3 mege WUs-a AhLA = 10% <4% 4- 7-9% %

8 | mPAA AT 6.99 ES | Saving n70- <30% 50- 00-

% Deposits/Total 80% 59.99 | 65%

A | m¥AA eatoean A£C | < 5% 7% | 67% | 4 Assets %

1 | AMLA PovavA’R M- 5.99% E8 | Institutional 210% | <4% 4- 7-9%
PRLO NXC oom} Capital/Total Assets 6.99%

R | e/#¢- “I0hA om PF < 5% >7% 6-7% | 5.1- Al | Total Loan | £5% >7% 6-7% | 4-

9 | AhLA mIAA hoThe 5.99% Delinquency/Gross 5.99%
RALR Loan Portfolio

L | m¥AA T 73040 9OET | 000 <5% | 5- 10.1- R9 | Total Administrative | <5% | >7% 67% | S5.1-

1| (M POLERTT RS M 15% 10% 14.99% Expenses/Avg.Total 5.99%
POIENTT IANTT £9°C) Assets
A#ih PAC 21 L1 | Liquid investments | Min.15 | <5% | 5-10% | 10.1-
D2 2T AMLA MPAA (Short Term | % 14.99
0M XS +mA Investments] + %

S | eAAT 6% >12% < 5% | 5- 8-10% Liquid Assets ( - )

1 7.99 Short Term Payables

0 % / Saving Deposits

S1 | Growth in [ >12% <5% S5- 8-10%
0 Membership 7.99%
o 27




@©CCoP

VoSt AOLT o
FlEe vV RSN

MATPRE LulolAR LTNENLR LTANAN
LT 76 REM,
PUMAN £MAS NLC ML 274 “TONGT PANLIR R INTNTT ool f
+7TC 01/2014

FEDERAL DEMOCRATIC REPUBLIC OF ETHIOPIA COOPERATIVE
AGENCY
SAVING AND CRIDIT COOPERATIVE SOCIETIES PRUDENTIAL
INSPECTION DIRECTIVE NO 01/9/2021

hea agat
AR AR £3212F
23.faotA0C 783
NEDI A LU
oo NG DL AANT::
24. 14270t ATIRTET D aoavlfPT
LV POUALC AS PONPLY
aoavl, €7 NRE WOG-C AS  Nao 8848
L3N AS ohm L7 oNT Phdoom ATPR
T4R7T ARS LTt
25. davavl f@- oot
LU ovavlf  WIENEALTE  (bufol-d ANLT
e WEIN AAAA LTAN::
26. avavl e~ £U90S0T 1M
L&V gvovl® hoANT +7 4/1/2014 9.9° E9C
PAS LUPGAT

avavl @ ATINLAT

avavl, @

AZDO AN aohhid® 4 7% %9
AN ¢C NG-®

Cholole MNLT Ne WEHN, PG ALLNTC

28

PART SIX
MISCELLANEOUS PROVISIONS
23. Obligation to cooperate,
Everyone has a duty to cooperate in
enforcing this directive.

24. Inapplicable laws
Any directive or customary practice,
provision of by-laws and internal rule of
cooperatives that is inconsistent with this
Directive shall not be applicable.

25. Amendment of the directive
This directive shall be amended by the
Federal Cooperative Agency as needed.

26. Effective date
This directive shall be effective beginning

from 14/9/ 2021 G.C.

Done at Addis Ababa, this 14" day of September 2021

Usman Surur Siraj
The Director General of Federal Cooperative

Agency
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Annex-1- Pearls applied by saving and Credit

Cooperative society of prudential regulation

control rates

n | the formula goal

o. | type of | code
measur
ement

1 | protec | P1. | allowance for loan losses / | 100%
tion delinquency >12 months

P6. | solvency (net value of | >110
assets/total  shares and
deposits)

2 | effecti | E1 net loans/total assets 70-
ve 80%
financ | E2 liquid  investments/total | 10-
ial assets 20%
struct | ES saving deposits/total assets | 70-
ure 80%

E8 institutional  capital/total | >10%
assets

3 | asset Al. | total loan | £5%
qualit delinquency/gross loan
y portfolio

4 | rates R9. | total administrative | <5%
of expenses/avg.total assets
return
and
costs

5 | liquidi | L1. liquid investments [short | > 15%
ty term  investments] +

liquid assets ( - ) short
term  payables / saving
deposits

6 | sign S10 | growth in membership > 12%
of
growt
h
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Pt 73
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PoomNP e 43%

AANAT ho9hd.4.00
TCe PhL 1IN
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PTINGPR AT L3
PANAT oM
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Cash On Hand
Cash At Bank
Loans To Members
Less Loan Loss Reserve

Investments (Under One Year)
Investments (Over One Year)
Fixed Assets

Less Accumulated
Depreciation

Total Assets

3

Compulsory Saving
Withdrawable shares
Voluntary Saving
Bank Borrowings
Other Borrowings
Accrued Expenses
Total Liabilities

eserv F nd
Retained Earnings

Current Year’s Surplus/(Deficit)
Social Fund

Member's Shares
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AHA:- 3. MG OF v

(6

h&C P17 oA
fATh oA
PIOHIN hee
AAT NPT
AMPAL N,

ARNAT €m0 Po%hd.A
oA

A0 P04 oA
Lao@HS ANT @ LT

Interest From Loans
Bank Interest
Registration Fees
Other Income

er Saving
Bank Interest Payable
Salaries And Wage Costs

31

715 o

PAAT NELS O Maintanasice

ANT DT Audit Fee And Costs

PoILAAN NEC oMANEL Other Expenses

PACES +¢ST Provision for delinquent loans

AMPAL DT Depreciation

R Total Expenditure
AHA:- 4. £T6 THIA §AT ao7hen Surplus

PT.1.08 O-0T §01 | LALa- PHao'r Annex -4 - Cash flow statement

9ot Cash flow last current
year's year
SrG i
PT.1.08% O-F S0t o
Total Cash flow
. Total
eHMe PT..80 g e
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NC

1-500
500-1,000
1,000-
5,000
5000-
10,000
over
10,000

ANA:- 6. PIHAN *MAST NLC ML 24 TNt PNRC #2731
TS hPCOT

fad U} *TC Nec % MC P+om
Ll L) | Y omINes

nmao- 0

?-haoAh

h 1-30 5.0

+41

h 31-90 25.0

+51

h 91-365 50.0

+51

h 365 100.0

51 NAL

A% IS

A0At

900t h&N0 P+
FULEH

AU oo
pULYS
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2015

Numbers Amount in
Birr

Category

Birr

1-500
500-1,000
1,000-5,000
5000-10,000
over 10,000

Annex- 6-Saving and credit cooperative Loans Aged Analysis
and Provisions

Perfomﬁng

1-30 days 50
31-90 days S 250
91-365 days Sy 50,0
over 365 days r—— 100.0

Total

en
DATE

Opening
Numbers

Net increase
year

Numbers left
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