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THE CHAIRPERSON’S MESSAGE

Dear Esteemed Shareholders,

I am highly privileged to present to you Berhan Bank’s
9th annual performance report of the fiscal year
ended June 30, 2018. During the reporting period
the Bank enjoyed credible success after the Bank’s
performance picked up for another consecutive year
and proved resilience and strong momentum for
growth.

Fiscal year 2017/18 marked the 3rd year of our
strategic plan, wherein the Bank joined the market at
a time when there had been an intense competition
among the commercial banks in the Country, and
yet it has continued to outshine in the financial
market on the ground of its strategic shift toward
diverse financial services that resulted in positive
customer experience. More, particularly, the past
couple of years” performances of the Bank proved
that it markedly expanded its operation, enduring
the impact of changing market dynamics, advancing
on various business opportunities and enhancing its
competitiveness for future growth.

The success of the Bank in 2017/18 was also
consistent with the spirit of bringing a better future
to the whole stakeholders and becoming the pride of
the sector in ensuring seamless integrity and ethical
values.

The fiscal year 2017/18, can at best be described as

a year characterized by formidable challenges that
put their own hurdle on the overall banking sector
performance. Among others, sluggish growth in the
export sector, acute shortages of foreign currency
that severely affected import activities, social and
political unrest that undermined smooth functioning
of daily business operation and also the inflow of the
foreign direct investment were the major ones. It was
under such volatile environment that Berhan Bank
has kept on penetrating into the market through its
ever-expanding branch network, diligent frontline
staffs and managed to score remarkable financial
gains.

While expanding its market base, utmost focus was
bestowed upon resource mobilization initiatives,
which resulted in realizing a notable growth.
Furthermore, against the backdrop of several
compelling NBE directives aimed at stabilizing
the financial industry, the Bank embarked upon
alternative income generating strategies without
compromising its unwavering values and business
ethics. Accordingly, a profit yield before tax of Birr
410.9 million and ROE of 20.4 were registered in the
period under review in a situation where the Bank's
paid up capital has surged to over Birr 1.7 billion.

On the other hand, the Board of Directors and the top
management has reviewed and approved several
policies, rules and guidelines that helped the Bank to
stay as a preferred bank for customers. The General
Assembly has also elected and subsumed new Board
of Directors in the year just ended and the newly
appointed members were given induction programs
and trainings, for them to easily interweave with the
already serving board members.

On the technology front, a cutting-edge
modernization leap has been achieved by acquiring
a state-of-the art, IBM Tire lll, datacenter which is
built and brought to enter into service, during the
fiscal year under consideration. Acquisition of this
banking technology would help the Bank to catch-up
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and excel in technology-driven banking services and
advancing in our digital and mobile capabilities that
are becoming a game-changer in the financial market

and improving operational excellence. Moreover,
the Bank, as part of its social obligation, has shown
empathy towards the most vulnerable ones through
provision of financial aids, at various occasions.

Esteemed shareholders!

On behalf of the Board of Directors and myself, |
would like to extend my earnest gratitude to our
esteemed customers, the Management, the entire

staff, Shareholders and other stakeholders for their
valuable contributions, trust and confidence in our
Bank’s triumphant journey and | sincerely believe
that the commitment demonstrated thus far will
continue in the bright years to come.

Thank you

6 Berhan Bank Annual Report 2017,/18



THE PRESIDENT’S MESSAGE

I am honored to present you the performance report
of Berhan Bank for the fiscal year that ended on June
30, 2018. In overall, the year had been a success
where strenuous effort has been exerted by the Staff,
Management as well as the Board of Directors and
commendable results were registered in a various
sphere of activities.

These valuable results were achieved in the midst
of the challenges of macroeconomic environment of
the Country marked with severe shortage of foreign
currency, which is mainly stemmed from nation-wide
decline in the performance of the export sector and
unsatisfactory inflows of foreign direct investment,
among others.

The year under review was also characterized by a
period wherein Ethiopian Birr was devalued against
USD by 15 percent which has come to be a major
factor behind an inflationary trend observed in
imported items, including industrial raw materials.

On the other hand, challenges related to
correspondent banking relationships, which is the
result of de-risking practices by global financial
institutions, have severely hampered USD clearing
and foreign payment activities of the Bank.

In spite of the aforementioned challenges,
the Management of the Bank has devised and
implemented workable remedial strategies, which

enormously helped the Bank to survive and sustain
the market volatility observed during the reporting
period.

As a result of the continuous effort directed in view
of the macroeconomic challenges, the fiscal year
2017/18 has seen the deposit base of the Bank reach
Birr 10.9 billion with the annual increment of Birr 3.2
billion. Concurrently, the number of depositors has
reached 523,705. In spite of the notable setbacks
hovering around foreign currency mobilization
endeavors, the Bank has put up strategies to boost
foreign exchange earnings largely through corporate
customers and attracted USD 108.5 million.

The fiscal year has also seen a significant surge in the
Bank’s outstanding loan portfolio to Birr 7.2 Billion
from 5.4 Billion in the preceding year. The NPL ratio
stood at 2.5 percent which is lower than the NBE's
standard of below 5%.

The total asset of the Bank has increased from Birr
10.5 Billion to Birr 14.1 Billion and the paid up and the
total capital have increased from Birr 1.4 Billion to 1.7
Billion and from 1.9 Billion to 2.2 Billion, respectively.
The Bank maintained its steady and stable liquidity
position in the year under consideration. Furthermore,
the Bank has attained a return on equity (ROE) of
20.4 percent and its earnings per share with par
value of Birr 1000 being Birr 204.

With an intention of serving its most valued
customers at their best convenience in terms of
proximity, the Bank added 21 more new branches
stretching its branch network to a total of 182 at
the end of 30th June, 2018, with a total number of
employees reaching 3,237. As an outcome of the
aforementioned major achievements, the fiscal year
has ended posting a profit before tax of Birr 410.9
million.

Besides, dynamics within the Bank have recently
shifted towards the SME financing schemes by
aligning the credit operation of the Bank with
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THE PRESIDENT’S MESSAGE

the finance initiatives of World Bank through
Development Bank of Ethiopia. This fits into the
Bank’s long-term strategic plan which is anchored
on an aggressive growth strategy especially in
expanding credit operations.

In its firm stance to reorient itself to the changing
need of the business dynamics, the Bank undergone
major organizational restructuring that can serve as
a corporate strategic pillar and reassure sustainability
of its growth momentum.

The new organizational structure is thus aimed at
enhancing a customer centric services than ever
before by methodologically clustering jobs according
to the workflow and through proper placement
within the roles across the businesses. To this end,
five district offices and two vice presidential posts are
among the core ones placed anew under the revised
structure. Staff recruitment activities have been
carried out with utmost care and focus on employee-
job fit approach. Local and overseas training and
development programs have also been undertaken
in a bid to reinforcing business efficiency and adding
value to the customer service.

For years, we have focused on redefining banking
operation and improving the customer experience,
both in our branch service outlets and through our
digital platforms. In the period under review, with
an aim to expanding the service horizon of the
Bank across its most valued customers, state-of-the
art IT Datacenter has been established and readily
available for operation. The Center is set to increase
efficient service delivery thereby enhancing the
operational efficacy.

In addition, direct online operation with Ethiopian
Commodity Exchange (ECX) was launched after
bilateral agreement was concluded and electronic
network interface was created between the Bank
and ECX, which directly helps the Bank to play active
financial intermediary role in the commodity export
market.
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In the fiscal year under review, as one of the major
projects in the Bank, the conventional financial
reporting standard, Generally Accepted Accounting
Principles (GAAP) has been switched to the
International Financial Reporting Standards (IFRS)
per the nationwide direction of the Accounting and
Auditing Board of Ethiopia (AABE). The adoption of
IFRS has been successfully executed, and the annual
financial report for the year ended June 30, 2018 has
been prepared and reported with the IFRS.

On behalf of the management, our valued staff,
honorable customers, stakeholders and myself,
I would like to seize this opportune moment to
congratulate you all upon the Bank’s promising
accomplishment and would like to appreciate you for
standing-by the side of Berhan Bank, without which
all the challenges we encountered would have been
impossible to conquer.

Finally, 1 would like also to extend my gratitude
to the Board of Directors, Management team and
employees for their dedication and hard work. |
urge all to tackle the years ahead with the same
enthusiasm and effort with a view to positioning the
Bank at a better place.

I am confident that the relentless support and the
level of commitment and trust you have shown us,
shall undoubtedly continue to leverage our path
to success, until all our vision and aspirations are
achieved.

Thank you

Abraham Alaro
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MAJOR PERFORMANCE HIGHLIGHTS

1. Major Undertakings of 2017/18 F.Y.

In the fiscal year 2017/18, the Ethiopia economy
has, admittedly, registered growth which was largely
driven by Government investment in infrastructure.

However, the overall economic outlook for the
Country seems to be adversely affected by inability
to secure sustainable finances for big infrastructure
projects, and rising external debt to finance these
projects. This is on top of persistent foreign exchange
shortages resulted from weak export performance
and failure to tapping into the growth potential of
structural reforms, coupled with the socio-political
disruptions which were prevalent in the various
regions of the country.

In the period under review, the Government
has signaled major economic reform, including
privatization of state enterprises and rationalization
of government regulations, which partly involve
reforms in the regulatory directives pertinent to the
financial sector.

The devaluation of Ethiopian Birr by 15 percent
and subsequent NBE directives were intended and
implemented to improve export sector performance
and thus enhancing foreign exchange earning while
deterring potential inflationary pressure in the
economy. The content of these directives, among
others, include: cupping of credit facilities with
exception of loans for Export and Manufacturing
sectors, a monthly surrender of 30 percent foreign
currency earned to the NBE at a buying rate and
raising the minimum saving interest rate limit
from 5 to 7 percent. In addition, income from the
devaluation, constituting 100 percent of the total
exchange fluctuation, had to be given up to the NBE
as a windfall gain.

In response to these evolving realities, Berhan Bank
devised a wide-ranging strateqy that helped to
maintain the business viability and profitability of
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the Bank by adopting various measures including:
improving the asset quality to increase the yield
from loan portfolio, reducing interest expenses by
limiting fixed (term) deposit exposures, focusing
and revisiting fee-based incomes (commission and
service charges) as a major recourse.

Ontop of this, the Board of Directors, through conscious
planning and execution process, implemented
a major organizational restructuring in the Bank
with an aim to creating a better arrangement of
relationships among hierarchies by systematically
creating best-fit combination of staffs, managers,
directors, vice presidents with corresponding jobs
and responsibilities.

The Bank has also seen a sizable investment on
revitalizing the entire IT datacenter of the Bank
with Tire Il data center with a redundant and dual-
powered server, storage, network links and cooling
systems.

The capacity and technology limitations of the old
data center had been a major impeding factor behind
aggressive expansion of digital financial services for
several years in the past, which is now fully resolved,
paving the way for major advancement by the Bank
in the years to come.

Besides, in line with the directive passed through
Financial Reporting Proclamation No. 847/2014
regulation No. 332/2014 as issued by Accounting
and Auditing Board of Ethiopia (AABE), the financial
sector, more importantly the banking sector in
Ethiopia is required for the full-scale implementation
of the International Financial Reporting Standard
(IFRS) and present the 2017/18 annual financial
performance report through the standard.

In line with the spirit of the directive, and in a bid
to secure a smooth transition to the new reporting
standards, the Bank had recruited local consultancy
firm along with an international consulting firm which
took charge of facilitating the implementation of IFRS



MAJOR PERFORMANCE HIGHLIGHTS

in all private banks. The Bank also set-up an internal
project team to responsibly lead and coordinate the
task and the team has successfully accomplished the
mission as per the expectation.

The amendments made in the financial statements,
due to the conversion of the reporting system range
from minor modifications to significant change of
fundamental principles and detail disclosure of
financial statements with the intent of financial and
operational transparency to its stakeholders and
enhancing comparability.

2. Operational Performance

2.1. Deposit Mobilization

In the fiscal year 2017/18, the Bank has mobilized
Birr 10.9 billion exceeding the preceding year’s
similar period achievement by 41.6 percent. The lion
share which is 53.1 percent of the total deposit is
constituted by savings followed by demand deposits
36.5 percent. The number of deposit customers has
also increased by 42.6 percent from the previous
year’s similar period reaching 523,705.

As part of a move to strategize resource mobilization
activities, the Bank expanded its branch network to
be more accessible to customers, and diversified
its product and services and is scaling-up service
excellence and customer due diligence activities like
none before.

Figure 1: Breakdown of Deposit by Type in ‘000 of Birr
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2.2. Loan and Advances

At the end of June 30, 2018, the Bank’s outstanding
loan reached Birr 7.2 billion with 33 percent
increment from the prior year’s position. Likewise,
the Bank’s non-performing loans (NPLs) ratio has
stood at 2.5 percent.

In terms of outstanding loan distribution by
economic sectors, domestic trade service, building
& construction followed by the export sector have
taken the largest share. Furthermore, loans to the
import, transportation and agricultural sectors have
also shown a decline in performance.

Figure 2: Breakdown of Loans and Advances in ‘000 of Birr
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2.3. International Banking

In the fiscal year 2017/18, in the face of serious
limitations encountered in area of foreign exchange
generation activities nationwide, the Bank has
mobilized USD 108.5 million. The Bank had stride to
overcome the challenges through considering various
mechanisms, including enhancing business ties with
frequent foreign currency recipient organizations by
designing tailored-schemes, enhancing the Money
Transfer Organization (MTO) services by setting up
a service quality follow-up system at all service
centers.

This being the case, however, the foreign currency
realized in 2017/18 has shown a 13.1 percent

www.berhanbanksc.com 11



MAJOR PERFORMANCE HIGHLIGHTS
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decrease from the preceding year, as the nationwide
performance of the export sector has lagged far
behind expectations and de-risking policy of big global
banks has adversely impacted the correspondent
banking relationship. This particular problem with
correspondent banks requires a strategic overhaul to
ensure proper and adequate flow of foreign currency
towards the Bank.

3. Financial Performance

3.1 Assets

The total asset of the Bank reached Birr 14.1 billion at
the end of June 2018, representing an annual growth
of 33.5 percent over Birr 10.5 billion recorded at the
end of June 2017. The growth in asset, compared to
the prior year’s position, is primarily attributed to the
expansion of the Bank’s loan book as evidenced by
growth in loans and advances as well as investment
in NBE bills.

3.2 Capital

In 2017/18 the capital base of the Bank has further
been strengthened. Accordingly, the total capital of
the Bank reached 2.2 billion and the total paid-up
capital has risen to Birr 1.7 billion as at the end of
June 2018, showing a growth of Birr 365.4 million
(a raise in 19.9 percent) and 312.9 million (a raise
in 22.4 percent) respectively compared to the same
period of last year.

Figure 3: Composition of Capital in ‘000 of Birr
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3.3 Income

The Bank earned a total income of Birr 1.5
billion, showing 36.3 percent growth or  Birr 412
million increase compared to the previous year’s
performance. The total share of interest income
accounts the lions share, Birr 1.1 billion or 71.9
percent and 60.5 percent increase compared to the
performance exhibited on similar period last year.

On the other hand, though the non-interest income
shown in the 2017/18 has accounted for 28.1
percent of the total income, it still has fallen short of
Birr 7.7 million or 1.7 percent from the previous year
similar period.

Figure 4: Composition of Income in ‘000 of Birr
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3.4 Expenses

In the fiscal year 2017/18 the Bank had incurred an
expense of Birr 1.1 billion showing an increase in
60.8 percent compared to the previous year. Interest
expense on deposits has shown a significant increase
of Birr 189.9 million or 83.5 percent following the
interest rate adjustment made by NBE and the
increase in interest bearing deposit of the Bank while
the non-interest expense accounted for 50 percent
or Birr 239.8 million increment compared to the
previous year.
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The increase in major expense items have mainly
been attributed to the rise in staff size following the
branch expansion, the cost of fund which is related
to the Bank’s deposit base as well as cost associated
to depreciation on capital items.

Figure 5: Composition of Expenses in ‘000 of Birr
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3.5 Profit

In the financial year 2017/18, the profit of the Bank
reached at Birr 410.9 million, reflecting a slight
drop from prior year’s profit i.e. Birr 428.7 million
by 4.1 percent. The Bank’s profit registered for the
period under review should be noted on the context
of the country’s socio-economic situation which
was characterized by multiple challenges and the
resultant pressure on the banking industry as a
whole.

Figure 6: Composition of Profit ‘000 of Birr
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3.6 Performance Ratio

The loan to deposit ratio (LDR) of the Bank at the
end of the financial year 2017/18 was positioned at
66.2 percent while the return on asset (ROA) stood
at 2.67 percent. Further, the Bank generated a return
on equity (ROE) of 20.4 percent and earnings per
share with par value of Birr 1000 being Birr 204.
In addition, the Bank is able to maintain its steady
liquidity position in the year under consideration.

4. Human Resources

The Bank considers its human resource as its prime
assets in which its business philosophy is engrained.
Accordingly, the attraction, development and
promotion of its human resource, among others,
is given due attention. The Bank’s philosophy of
winning through its invaluable resources, its human
assets, remains the basic reason it has shown a
superior growth over successive years. The completed
2017 /18 fiscal year is not different in various human
resource recruitment and development arenas. As
of June 30 2018, the total staff size stood at 3,237
showing an increase of 372 from the previous year
end. As it stands, of the entire staff, 32.7 percent is
female while the rest 67.3 percent is male.

In the year under review significant achievement
was registered related to staff development
initiatives. In this regard, 4,206 staff have attended
different trainings. The major focus of the training
and development activities was in elevating the staff
operational capacity, uplifting the level of customer
services at branches, and creating value alignment
with the Bank’s vision and mission.

Moreover, with the intention of capacitating the
staff, under educational assistance program, tuition
fee for 136 employees has fully been covered and
are attending undergraduate and below program in
non-business hours.
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MAJOR PERFORMANCE HIGHLIGHTS

5. Information Technology

Consistent strides in technology and innovation are
among the core strategic directions envisioned by
the Bank to bring about operational efficiency and
improving productivity.

With an aim to coping up with the networking
requirement of the branch expansion taking place in
the Bank and a well-felt pressure coming from the
business rivalries within the industry for broadening
customer base, the Bank has put through the
establishment of a fully-fledged, tire Ill datacenter,
and successfully commenced operation.

This was done in accordance with the direction and
approval of the Board of Directors and the senior
management of the Bank back in 2016/17 fiscal
year.

The initiative was aimed at enhancing service
excellence, through diversifying  product-mix,
expanding digital financial services, improving
connectivity, and assuring business continuity and
soundness.

In this regard, the datacenter is believed to have
a redundant capabilites in power supply, storage,
networking with an ultimate objective of improving
customer service efficiency, and is expected to
scale-up the competitive edge of the Bank through
provision of technology dependent and digitally-
driven banking products and services.

6. Branch Expansion

In an effort to reach out customers at their nearby
vicinity and deepening operations with greater
market base, the Bank has continued to expand its
branch outlet. During the 2017/18 fiscal year, 21
branches have been added to the Bank’s existing
branch network. Hence, the size of branch network
at the end of the fiscal year 2017/18 has reached
182 where 87 are in metropolis and the remaining
95 are outlying branches.

7. Organizational Structure

The 2017/18 fiscal year also marks the Bank’s new
milestone after having undergone a major change
in its organizational structure in terms of operational
hierarchy definition and task alignment.

In response to both internal and external quest for
provision of diverse financial resource and creating
operational and functional excellence, the Bank had
to align itself to the ongoing change.

Accordingly, some of the existing posts have been
reoriented while other posts have been introduced
anew. This has brought about the introduction of two
vice presidential posts, five district offices that have
clustered the entire branches of the Bank in to five
non-overlapping districts. Moreover, three additional
departments have also been introduced in light of
the swelled up business volume of the Bank and in
an effort to strengthening the resource mobilization,
fund management and ensuring asset quality of the
Bank.

8. Corporate Social Responsibility

As part of discharging its social responsibilities,
the Bank has long been engaged in measured
philanthropic and corporate social responsibility
activities. Over the fiscal year just ended, political
and social disruptions have been evidenced in many
parts of the Country.

Among others, the most notable ones in the year
under review were the displacements occurred in
Ethiopian Somali Region and Oromia Regional State.
It follows that based on the request made by the two
Regional States and consensus reached by the Board
of Directors and the Executive Management, the
Bank has donated Birr 1 million for Ethiopian Somali
Regional State and Birr 1 million to Oromia Regional
State at the presence of the senior officials of the
respective regional states.
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9. Future Plan

The Bank to sustain its growth momentum pin
pointed the following focus areas, among others, to
fulfill in the fiscal year ahead.

Enhancing resource mobilization;

Fostering of technology driven services and
products;

Human  resource  management  and
development focusing on institutionalization
of organizational culture;

Expanding correspondent banking relationship;

Asset quality management; and

Boost service efficiency and productivity.

TRANSFAST

Worldwide Money Transfer

Tel: +251 116 507 881 www.berhanbanksc.com
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The directors submit their report together with the financial statements for the period ended 30 June 2018, to the
members of Berhan Bank S.C ("Berhan" or the "Bank"). This report discloses the financial performance and state of
affairs of the Bank.

Incorporation and address
Berhan Bank S.C was incorporated in Ethiopia in October 2009 as a privately owned financial institution, and is
domiciled in Ethiopia.

Principal activities
The Bank is principally engaged in the provision of diverse range of financial products and services to a wholesale,
retail and SME clients base in Ethiopian Market.

Results and dividends
The Bank's results for the year ended 30 June 2018 are set out on the Statement of profit or loss and other
comprehensive income. The profit for the vear has been transferred to retained earnings. The summarised results

30 June 2018 30 June 2017
Birr'ooo Birr'ooo
Net operating income 1,099,127 883,235
Profit / (loss) before tax 410,934 428,686
Tax (charge) / credit (83,088) (111,494)
Profit / (loss) for the year 327,846 317,192
Other comprehensive profit / (loss) net of taxes (16,726) (1,194)
Total comprehensive profit / (loss) for the year 311,120 315,998

Directors
The directors who held office during the year and to the date of this report are set out in the report.

N —
d —— T
Ato Gumachew Kussie Ato Abre{ba'lm Alaro
Chairman of the Board of Directors - = President

Addis Ababa, Ethiopia
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In accordance with the Banking Business Proclamation No. 592/2008, the National Bank of Ethiopia (NBE) may direct the
Bank to prepare financial statements in accordance with international financial statements standards, whether their
designation changes or they are replaced, from time to time.

The Bank's president is responsible for the preparation and fair presentation of these financial statements in conformity with
accounting principles generally accepted in Ethiopia and in the manner required by the Commercial Code of Ethiopia of 1960,
and for such internal control as management determines is necessary to enable the preparation of financial statements that are
free from material misstatement, whether due to fraud or error. The Bank is required keep such records as are necessary to:

a)  exhibit clearly and correctly the state of its affairs;
b) explain its transactions and financial position; and

c) enable the National Bank to determine whether the Bank had complied with the provisions of the Banking Business
Proclamation and regulations and directives issued for the implementation the aforementioned Proclamation.

The Bank's president accepts responsibility for the annual financial statements, which have been prepared using appropriate
accounting policies supported by reasonable and prudent judgements and estimates, in conformity with International Financial
Reporting Standards, Banking Business Proclamation, Commercial code of 1960 and the relevant Directives issued by the
National Bank of Ethiopia.

The President is of the opinion that the financial statements give a true and fair view of the state of the financial affairs of the
company and of its profit or loss.

The President further accept responsibility for the maintenance of accounting records that may be relied upon in the
preparation of financial statements, as well as adequate systems of internal financial control.

Nothing has come to the attention of the President to indicate that the company will not remain a going concern for at least
twelve months from the date of this statement.

Signed on behalf of the Directors by:

. L
/ _,_-f:-_\_;_";-\ﬂ__
_:—""'-F} / |
Ato G’Lmﬁachew Kussie Ato Abraham Alaro
Chairman of the Board of Directors President
05 Oct., 2018 05 Oct., 2018
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BERHAN BANK S.C
INDEPENDENT AUDITOR’S OPINION TO THE SHAREHOLDERS
FOR THE YEAR ENDED

Independent auditor’s report to the shareholders of Berhan Bank S.C
Opinion

We have audited the financial statements of Berhan Bank S.C, which comprise the statement of the finan-
cial position as at 30 June 2018, and the statement of comprehensive income, statement of changes in eq-
uity, and statement of cash flows for the year then ended, and notes to the financial statement, including
a summary if significant accounting policies.

In our opinion, the financial statement present fairly, the financial position of the Berhan Bank S.C as at 30
June 2018 and its financial performance, and its cash flows for the year then ended in accordance with In-
ternational Financial Reporting Standards (IFRS) as issued by the International Accounting Standards Board
(IASB).

We have no comments to make on the reports of the Board of Directors of the Bank in so far as it relates
to these financial statements and pursuant to Article 375 of the Commercial Code of Ethiopia 1960 recom-
mended approval of these financial statement.

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our responsibilities
under those standards are further described in the Auditors Responsibilities for the Audit of the Financial
Statements section of our report. We are independent of the company in accordance with the internation-
al Ethics Standards Board for Accountants’ code of Ethics for professional Accounts (IESBA Code) together
with the ethical requirements that are relevant to our audit of the financial statement in Ethiopia, and we
have fulfill our other ethical responsibilities in accordance with these requirements and the IESBA Code.
We believe that the audit evidence we have obtained is sufficient and appropriate a basis for our opinion.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our
audit of the financial statements of the current period. These matters were addressed in the context of our
audit of the financial statements as a whole, and in forming our opinion thereon, and we do not provide a
separate opinion on these matters.

The bank has been in IFRS conversation process as a first time adopter, as a result, various new accounting
policies have been selected and implemented. The comparative figures as well as opening balances of the
previous year were reinstated based on the accounting policy selected. Proper selection and application of
the new accounting policies starting from the date of transition i.e 1 July 2016 have been considered as key
audit matters for our audit during the year. As a result our audit covered verification of the conversation
process with effect from 1 July 2016 and consistency of the accounting policy.
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BERHAN BANK S.C
INDEPENDENT AUDITOR’S OPINION TO THE SHAREHOLDERS
FOR THE YEAR ENDED

Responsibilities of the management and those charged with Governance for the
financial statements.

The management is responsible for the preparation and fair presentation of the financial statements in ac-
cordance with International Financial Reporting Standards (IFRS) as issued by the International Accounting
Standards Board (IASB), and for such internal control as management determines is necessary to enable
the preparation of a project report that is fee from material misstatement, weather due to fraud or error.

In preparing the financial statements, management is responsible for assessing the company’s ability to
continue as a going concern basis of accounting unless management either intends to liquidate the com-
pany or to cease operations, or have no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the company’s financial reporting process.
Auditor’s Responsibilities for the audit of the Financial Statement

Our objectives are to obtain reasonable assurance about whether the project report as a whole is free
from material misstatement, weather due to fraud or error, and to issue an auditor’s report that includes
our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit con-
ducted in accordance with 1SAs will always detect a material misstatement when it exists. Misstatements
can arise form fraud or error and are considered material if, individually or in the aggregate, they could
reasonably be expected to influence the economic decisions of users taken on the basis of these financial
statements.

As part of an audit in accordance with ISAs, we exercise professional judgment and maintain professional
skepticism throughout the audit. We also:

» Identify and assess the risks of material misstatement of the financial statements, whether due
to fraud or error, design and perform audit procedures responsive to those risks, and obtain audit
evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not
detecting a material misstatement resulting from fraud is higher than for one resulting from
error, as fraud may involve collusion, forgery, international omissions, misrepresentations, or the
override of internal control.

» Obtain an understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the company’s internal control.

» Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.
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BERHAN BANK S.C
INDEPENDENT AUDITOR’S OPINION TO THE SHAREHOLDERS
FOR THE YEAR ENDED

» Conclude on the appropriateness of management’s use of the going concern basis of accounting
and, based on the audit evidence obtained, whether a material uncertainty exits related to events
or conditions that may cast significant doubt on the group’s ability to continue as a going concern.
If we conclude that a material uncertainty exists, we are required to draw attention in our auditor’s
report to the related disclosures in the financial statements or, if such disclosures are inadequate,
to modify our opinion. Our conclusions are based on the audit evidence obtained up to the date
of our auditor’s report. However, future events or conditions may cause the company to cease to
continue as a going concern.

e Evaluate the overall presentation, structure and content of the financial statements, including
the disclosures, and whether the financial statements represent the underlying transactions and
events in @ manner that achieves fair presentation.

We communicate with those charged with governance regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, including any significant deficiencies in inter-
nal control that we identify during our audit.

We also provide those charged with governance with a statement that we have complied with relevant
ethical requirements regarding in, and to communicate with them all relationships and other matters that
may reasonable be thought to bear on our independence, and where applicable, related safequards.

From the matters communicated with those charged with governance, we determine those matters that
were of most significance in the audit of the financial statement of the current period and are therefore
the key audit matters. We describe these, matters in our auditor’s report unless law or requlation pre-
cludes public disclosure about the matter or when, in extremely rare circumstances, we determine that a
matter should not be communicated in our report because the adverse consequences of doing so would
reasonably be expected to outweigh the public interest benefits of such communication.

The engagement partner on the audit resulting in this independent auditor’s report is Ato Tesfa Tadesse.

Tay & Compaﬁy Addis Ababa
Chartered Certified Accountants & 12 October 23, 2018
Authorized Auditors
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Interest income
Interest expense

Net interest income

Fee and commission income
Fee and commission expense

Net fees and commission income
Other operating income

Total operating income

Loan impairment charges

Net operating income

Personnel expenses

Depreciation of property and equipment

Amortisation of intangible assets
Other operating expenses

Total operating expenses

Profit before tax

Income tax expense

Profit after tax

Other comprehensive income (OCI) net of income tax
Items that may be reclassified to profit or loss:

Ttems that can not be reclassified to profit or loss:
Re-measurement gains on defined benefit plans (net of 1

Total comprehensive income for the year, net of tax

Attributable to Equity holders

Earnings per share of Birr 1,000
Basic earnings per share

The notes on pages 31 to 95 are an integral part of these financial statements.

Notes

10
19
18
11

12

20e

30 June 2018

30 June 2017

Birr'ooo Birr'ooo
1,112,786 693,133
(417,346) (227,462)

695,440 465,671
349,413 363,629
(6,105) (4,521)
343,308 359,108
85,558 79,055
1,124,306 903,834
(25,179) (20,599)
1,099,127 883,235
(438,751) (295,717)
(28,907) (18,498)
(484) (830)
(220,051) (139,504)
(688,193) (454,549)
410,934 428,686
(83,088) (111,494)
327,846 317,192
(16,726) (1,194)
311,120 315,998
311,120 315,998
20.36 30.44
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ASSETS

Cash and balances with banks

Due from Banks & Other Financial Institutions
Loans and advances to customers

Financial investments - Available for sale
Financial investments - Loans and receivables
Other assets

Inventory

Non current assets held for sale

Investment Property - Building

Intangible assets

Property and equipment

Restricted Fund Balance

Deferred tax assets

Total assets

LIABILITIES

Due to Banks & Other Institutions
Deposits from customers

Current tax liabilities

Margins held on letters of credit
Borrowings

Other liabilities

Provisions

Retirement benefit obligations
Deferred tax liabilities

Total liabilities

EQUITY
Share capital
Retained earnings

Legal reserve
Other Reserve

Total equity

Total equity and liabilities

signed on its behalf by:

Notes

13a
13b
14
15
15
16
16b
16¢
17
18
19
15a
12

13b
20b
12b
20b
20b
20c¢
20d
20e
12¢

21
22
23
24

30 June 2018 30 June|| 1 July 2016
Birr'ooo Birr'ooo Birr'ooo
2,676,716 2,028,280 1,302,960

44,104 103,650 77,542
7,067,045 5,281,211 3,713,126
18,048 18,932 18,868
3,029,999 2,205,665 1,588,120
443,426 315,096 158,773
12,568 8,562 2,088
7,166 11,597 5,525
2,758 2,562 1,842
1,111 1,595 2,425
215,914 181,540 80,000
542,000 376,000 255,000
6,224

14,067,979 | 10,534,690 7,207,169
27,323 29,467 33,293
10,861,680 7,670,108 5,317,085
68,219 107,923 83,512
314,518 368,411 296,357

- 75,000 -
492,089 382,215 390,777
58,624 47,854 30,141
43,848 15,378 9,357
- 2,071 2,624
11,866,301 8,608,427 6,163,146
1,709,050 1,396,123 730,617
208,132 214,376 173,092
308,390 227,469 140,314

(23,894) (1,706) -
2,201,678 1,836,262 1,044,023
14,067,979 | 10,534,690 7,207,169

) Gumachew Kussie
Chairman of the Board of Directors

The notes on pages 31 to 95 are an integral part of these financial statements.

The financial statements were approved and authorised for issue by the board of directors on 05 October 2018 and were

Ato Abraham Alaro
President
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Notes
As at 1 July 2016
Profit for the period 22
Other comprehensive income:
Re-measurement gains on defined benefit plans 24

Revaluation Surplus - Asset Held for Sale (net of tax)
Total comprehensive income for the period

Transaction with owners in their capacity as owners :
Contribution of equity net of transaction costs
Dividend provided for / paid

Transfer to legal reserve

Transfer to other reserves

Deferred Tax Adjustment

Total

As at 30 June 2017

As at 1 July 2017

Profit for the period

Other comprehensive income:

Re-measurement gains on defined benefit plans
Total comprehensive income for the period
Transaction with owners in their capacity as owners :
Contribution of equity net of transaction costs
Dividend provided for / paid

Deferred Tax adjustment

Transfer to legal reserve

Total

As at 30 June 2018

21
22

23

22

22

21
22
22

23

Share Retained Other Legal Total
capital earnings reserves reserve
Birr'ooo Birr'ooo Birr'ooo Birr'ooo Birr'o00
730,617 173,092 - 140,314 1,044,023
- 317,192 - - 317,192
= = (1,706) = (1,706)
- 317,192
665,506 - - - 665,506
(189,305) = = (189,305)
- (87,155) - 87,155 -
552
665,506 41,284 (1,706) 87,155 791,687
1,396,123 214,376 (1,706) 227,469 : 1,836,262
1,396,123 214,376 (1,706) 227,469 1,836,262
327,846 - - 327,846
(22,188) (22,188)
327,846 - 327,846
312,927 - - - 312,927
(261,464) = = (261,464)
8,295 -
(80,921) - 80,921 -
312,927 (6,244) (22,188) 80,921 365,416
1,709,050 208,133 | (23,894) 308,390 2,201,678

The notes on pages 31 to 95 are an integral part of these financial statements.
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BERHAN BANK S.C

IFRS FINANCIAL STATEMENTS

FOR THE PERIOD ENDED 30 JUNE 2018
STATEMENT OF CASH FLOWS

Cash flows from operating activities

Profit before tax

Adjustment for:

Loan impairment charges

Impairment losses on other assets

Amortisation of intangible assets

Depreciation and impairment of property, plant and equipment
Movement in other comprehensive income
Interest in suspense

Revaluation Gain - Investment Property
Allowance for Inventory Write-Down

Bonus Adjustment

Dividend Income

Gain on Disposal of Property Plant And Equipment

Notes

11
18
19
24

17

Cash Flow From Operation before Changes in Working Capital

Decrease (Increase) in Loans & Advances excluding provision
Increase (Decrease) in Allowance for loan Impairment

Increase (Decrease) in Allowance for PPE Impairment

Decrease (Increase) in Non current asset held for sale

Decrease (Increase) in Other Assets

Decrease (Increase) in Restricted Fund Balances

Increase (Decrease) in Deposits

Increase (Decrease) in Margin Held Account

Increase (Decrease) in Other Liabilities

Decrease (Increase) Inventory

Decrease (Increase) in Fair value of investment Property - Building
Decrease (Increase) Due from Banks & Other Financial Institutions
Decrease (Increase) Due to Banks & Other Institutions
Unrealized foreign exchange loss

Increase (Decrease) Retirement benefit obligations

Cash Generated From Operation

Withholding Tax Paid

Profit tax Paid

Net Cash flow _from Operating Activities

Cash Flow From Investing Activities
Purchase of Fixed Assets

Investment in NBE Bills

Investment in Shares

Proceeds from sale of property and equipment

Net Cash flow from Investing Activities
Cash Flow From Financing Activities
Ordinary Shares Issued

Dividends paid

Increase (Decrease) Borrowings

Net Cash flow from Financing Activities
Changes in Cash and Cash Equivalents

Cash and Cash Equivalent at the Beginning of the Year
Cash Balance at end of the year

14a
14b
19
16¢C
16
15a
20b
20b
20c
16b
17
13b
20a
11
20e

12b

15
15

21

20b

The notes on pages 31 to 95 are an integral part of these financial statements.
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30 June 2018
Birr'ooo

410,934

25,179
15,799
484
28,907
(22,188)
(9,051)
(196)
(261)
(861)
(94)
(374)

448,277

(1,785,507)
(5,845)
64
4,111
(167,317)
(166,000)
35191’572
(53,893)
109,874
(4,005)
(196)
59,545
(2,144)
16,770
28,470

(122,793)

1,550,984

(55,714)
(824,334)
(16)

1,053

(879,011)

312,928
(261,464)
(75,000)

(23,536)
648,436

2,028,280
2,676,716

30 June 2017
Birr'ooo

428,686

20,599
1,322
830
18,498

640

470,575

(1,623,683)
(683)
236
(6,072)
(120,262)
(121,000)
2,353,023
72,054
(8,562)
(5,574)
(720)
(26,108)
(3,826)
5,355
6,021

(87,083)
903,691
(111,963)

(617,545)
(64)

(729,572)

665,506

(189,305)
75,000

551,201
725,320

1,302,960
2,028,280




1 General information

Berhan Bank SC ("Berhan" or the "Bank") is a private commercial Bank domicile in Ethiopia. The Bank was
registered and licensed by the National Bank of Ethiopia on 27 June 2009 in accordance with Article 304 of the
Commercial Code of Ethiopia with the objective of operating in the banking industry. The Bank registered office
is at:

Bole Dildiye TK International Building

P.0.Box 387 Code 1110

Addis Ababa

Ethiopia

The Bank is principally engaged in the provision of diverse range of financial products and services to a
wholesale, retail and SME clients base in Ethiopian Market.

2 Summary of significant accounting policies
2.1 Introduction to summary of significant accounting policies

The principal accounting policies applied in the preparation of these financial statements are set out below.
These policies have been consistently applied to all the years presented, unless otherwise stated.

2.2 Basis of preparation

The financial statements for the period ended 30 June 2018 have been prepared in accordance with
International Financial Reporting Standards ("IFRS") as issued by the International Accounting Standards
Board ("TASB"). Additional information required by National regulations is included where appropriate.

The financial statements comprise the statement of profit or loss and other comprehensive income, the
statement of financial position, the statement of changes in equity, the statement of cash flows and the notes to
the financial statements.

The financial statements have been prepared in accordance with the going concern principle under the
historical cost concept.

All values are rounded to the nearest thousand, except when otherwise indicated. The financial statements are

presented in thousands of Ethiopian Birr (ETB' 000).

The preparation of financial statements in conformity with IFRS requires the use of certain critical accounting
estimates. It also requires management to exercise its judgment in the process of applying the Bank’s accounting
policies. Changes in assumptions may have a significant impact on the financial statements in the period the
assumptions changed. Management believes that the underlying assumptions are appropriate and that the
Bank's financial statements therefore present the financial position and results fairly. The areas involving a
higher degree of judgment or complexity, or areas where assumptions and estimates are significant to the

financial statements, are disclosed in Note 4.

2.2.1 Going concern

The financial statements have been prepared on a going concern basis. The management have no doubt that the
Bank would remain in existence after 12 months.

www.berhanbanksc.com
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BERHAN BANK S.C

IFRS FINANCIAL STATEMENTS

FOR THE PERIOD ENDED 30 JUNE 2018
NOTES TO THE FINANCIAL STATEMENTS

2.2.2 Changes in accounting policies and disclosures

New Standards, amendments, interpretations issued but not yet effective.

A number of new standards and amendments to standards and interpretations are effective for annual periods
beginning after 30 June 2018, and have not been applied in preparing these financial statements. None of these
is expected to have a significant effect on the financial statements of the Bank, except the following set out
below:

IFRS 9 - Financial Instruments

In July 2014, the IASB issued the final version of IFRS 9 Financial Instruments that replaces IAS 39 Financial
Instruments: Recognition and Measurement and all previous versions of IFRS 9. IFRS 9 retains but simplifies
the mixed measurement model and establishes three primary measurement categories for financial assets:
amortised cost, fair value through OCI and fair value through P&L.

The basis of classification depends on the Bank's business model and the contractual cash flow characteristics of
financial assets. Investments in equity instruments are required to be measured at fair value through profit or
loss with the irrevocable option at inception to present changes in fair value in OCI not recycling. There is now a
new expected credit losses model that replaces the incurred loss impairment model used in IAS 39. For financial
liabilities there were no changes to classification and measurement except for the recognition of changes in own
credit risk in other comprehensive income, for liabilities designated at fair value through profit or loss. IFRS 9
relaxes the requirements for hedge effectiveness by replacing the bright line hedge effectiveness tests. It requires
an economic relationship between the hedged item and hedging instrument and for the ‘hedged ratio’ to be the
same as the one management actually use for risk management purposes. Contemporaneous documentation is
still required but is different to that currently prepared under IAS 39.

The standard is effective for accounting periods beginning on or after 1 January 2018 and early adoption is
permitted. The Bank is yet to assess IFRS 9's full impact.

IFRS 15 - Revenue from contracts with customers

IFRS 15 was issued in May 2014 and establishes a five-step model to account for revenue arising from contracts
with customers. Under IFRS 15, revenue is recognised at an amount that reflects the consideration to which an
entity expects to be entitled in exchange for transferring goods or services to a customer.

This standard deals with revenue recognition and establishes principles for reporting useful information to users
of financial statements about the nature, amount, timing and uncertainty of revenue and cash flows arising from
an entity’s contracts with customers. Revenue is recognised when a customer obtains control of a good or
service and thus has the ability to direct the use and obtain the benefits from the good or service.

The standard replaces IAS 18 ‘Revenue’ and IAS 11 ‘Construction contracts’ and related interpretations. The
standard is effective for annual periods beginning on or after 1 January 2018 and earlier application is
permitted. The Bank is yet to fully assess the expected impact on this standard.

IFRS 16 - Leases

This standard was issued in January 2016 (Effective 1 January 2019). It sets out the principles for the
recognition, measurement, presentation and disclosure of leases. The objective is to ensure that lessees and
lessors provide relevant information in a manner that faithfully represents those transactions. The standard
introduces a single lessee accounting model and requires a lessee to recognise assets and liabilities for all leases
with a term of more than 12 months, unless the underlying asset is of low value. A lessee is required to recognise
a right-of-use asset representing its right to use the underlying leased asset and a lease liability representing its
obligation to make lease payments. It also substantially carries forward the lessor accounting requirements in
IAS 17.
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a)

b)

2.3

2.4

2.4.1

Foreign currency translation

Functional and presentation currency

Items included in the financial statements are measured using the currency of the primary economic
environment in which the Bank operates (‘the functional currency'). The functional currency and presentation
currency of the Bank is the Ethiopian Birr (ETB).

Transactions and balances

Foreign currency transactions are translated into the functional currency using the exchange rates prevailing at
the dates of the transactions. Foreign exchange gains and losses resulting from the settlement of foreign
currency transactions and from the translation at exchange rates of monetary assets and liabilities denominated
in currencies other than the Bank's functional currency are recognised in profit or loss within other
(loss)/income. Monetary items denominated in foreign currency are translated using the closing rate as at the
reporting date.The closing rates used for assets and liabilities are selling rate and buying rate respectively.

Changes in the fair value of monetary securities denominated in foreign currency classified as available-for-sale
are analysed between translation differences resulting from changes in the amortised cost of the security and
other changes in the carrying amount of the security. Translation differences related to changes in amortised
cost are recognised in profit or loss, and other changes in carrying amount are recognised in other
comprehensive income.

Translation differences on non-monetary financial assets and liabilities such as equities held at fair value
through profit or loss are recognised in profit or loss as part of the fair value gain or loss. Translation differences
on non-monetary financial assets measure at fair value, such as equities classified as available-for-sale, are
included in other comprehensive income.

Recognition of income and expenses

Revenue is recognised to the extent that it is probable that the economic benefits will flow to the Bank and the
revenue can be reliably measured, regardless of when the payment is being made. Revenue is measured at the
fair value of the consideration received or receivable, taking into account contractually defined terms of
payment and excluding taxes or duty.

The Bank, earns income from interest on loans and advances, fees and commissions , and other services.

Interest and similar income and expense

For all government bills and bonds measured at amortised cost and interest bearing financial assets classified as
available-for-sale interest income or expense is recorded using the Effective Interest rate (EIR), which is the rate
that exactly discounts estimated future cash payments or receipts through the expected life of the financial
instrument or a shorter period, where appropriate, to the net carrying amount of the financial asset or financial
liability. The calculation takes into account all contractual terms of the financial instrument (for example,
prepayment options) and includes any fees or incremental costs that are directly attributable to the instrument
and are an integral part of the Effective Interest Rate (EIR), but not future credit losses.

The carrying amount of the government bills and bonds is adjusted if the Bank revises its estimates of payments
or receipts. The adjusted carrying amount is calculated based on the original EIR and the change in carrying
amount is recorded as 'Interest and similar income' for financial assets and 'Interest and similar expense' for
financial liabilities.

Once the recorded value of a financial asset or a group of similar financial assets has been reduced due to an

impairment loss, interest income continues to be recognised using the rate of interest used to discount the
future cash flows for the purpose of measuring the impairment loss.
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2.4.2 Fees and commission

2.4.3

Fees and commission income and expenses that are integral to the effective interest rate on government bills
and bonds are included in the measurement of the effective interest rate. Other fees and commission income
(for example commission on purchase orders, Cash Payment Orders (CPOs),loan commitment fees etc) are
recognised as the related services performed.

Other fees and commission expenses relates mainly to transaction and service fees are expensed as the services
are received.

Dividend income

This is recognised when the Bank’s right to receive the payment is established, which is generally when the
shareholders approve and declare the dividend.

2.4.4 Foreign exchange revaluation gains or losses

2.5

2.5.1

These are gains and losses arising on settlement and translation of monetary assets and liabilities denominated
in foreign currencies at the functional currency’s spot rate of exchange at the reporting date. This amount is
recognised in the income statement.

The monetary assets and liabilities include financial assets within the correspondent banks, foreign currency
deposits received and other liabilities held on behalf of third parties.

Financial instruments - initial recognition and subsequent measurement

A financial instrument is any contract that gives rise to a financial asset of one entity and a financial liability or
equity instrument of another entity.

Financial assets
Initial recognition and measurement

All financial assets are recognised initially at fair value plus, in the case of financial assets not recorded at fair
value through profit or loss, transaction costs that are attributable to the acquisition of the financial asset.
Purchases or sales of financial assets that require delivery of assets within a time frame established by regulation
or convention in the market place (regular way trades) are recognised on the trade date, i.e., the date that the
Bank commits to purchase or sell the asset.

Subsequent measurement

For purposes of subsequent measurement, financial assets are classified into four categories:
« Financial assets at fair value through profit or loss

+ Loans and receivables

« Held-to-maturity investments

+ Available-for-sale financial investments
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a) Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not
quoted in an active market. After initial measurement, such financial assets are subsequently measured at
amortised cost using the effective interest rate (EIR) method, less impairment. Amortised cost is calculated by
taking into account any discount or premium on acquisition and fees or costs that are an integral part of the
EIR. The EIR amortisation is included in interest and similar income in income statement. The losses arising
from impairment are recognised in income statement in loan impairment charge.

The Bank did not directly calculate the effective interest rate as it requires system modifications to handle the
enormous data of individual borrowers. However, as a temporary work-around, the contractual rate was used
while the loan related fees were deferred to be amortized for the loan life time.

The Bank’s loans and receivables comprise of loans and advances to customers and investment on National
Bank Bills.

b) Available-for-sale (AFS) financial assets

AFS investments include equity and debt securities. Equity investments classified as AFS are those which are
neither classified as held—for-trading nor designated at fair value through profit or loss. Debt securities in this
category are those which are intended to be held for an indefinite period of time and which may be sold in
response to needs for liquidity or in response to changes in the market conditions.

The Bank has not designated any loans or receivables as AFS. Available-for-sale financial investments of the
Bank include investments in equity (unquoted shares).

After initial measurement, AFS financial investments are subsequently measured at fair value with unrealised
gains or losses recognised in OCI and credited in the AFS reserve until the investment is derecognised, at which
time the cumulative gain or loss is recognised in other operating income, or the investment is determined to be
impaired, when the cumulative loss is reclassified from the AFS reserve to income statement in impairment loss
on financial investment. Interest earned whilst holding AFS financial investments is reported as interest and
similar income using the EIR method. Unquoted equity securities whose fair value cannot be reliably measured
are carried at cost. All other available-for-sale investments are carried at fair value.

The Bank evaluates whether the ability and intention to sell its AFS financial assets in the near term is still
appropriate. When, in rare circumstances, the Bank is unable to trade these financial assets due to inactive
markets, the Bank may elect to reclassify these financial assets if the management has the ability and intention
to hold the assets for foreseeable future or until maturity.

For a financial asset reclassified from the AFS category, the fair value carrying amount at the date of
reclassification becomes its new amortised cost and any previous gain or loss on the asset that has been
recognised in equity is amortised to profit or loss over the remaining life of the investment using the EIR. Any
difference between the new amortised cost and the maturity amount is also amortised over the remaining life of
the asset using the EIR. If the asset is subsequently determined to be impaired, then the amount recorded in
equity is reclassified to profit or loss. Refer to the information below under reclassification.

'Day 1' profit or loss

When the transaction price differs from the fair value of other observable current market transactions in the
same instrument or based on a valuation technique whose variables include only data from observable markets,
the Bank immediately recognises the difference between the transaction price and fair value (a ‘Day 1’ profit or
loss) in ‘Other operating income’. In cases where fair value is determined using data which is not observable, the
difference between the transaction price and model value is only recognised in the profit or loss when the inputs
become observable, or when the instrument is derecognised.
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Reclassification of financial assets

Reclassification is at the election of management, and is determined on an instrument by instrument basis. The
Bank does not reclassify any financial instrument into the fair value through profit or loss category after initial
recognition.

For a financial asset reclassified out of the ’Available—for—sale’ category, any previous gain or loss on that asset
that has been recognised in equity is amortised to income statement over the remaining life of the investment
using the EIR. Any difference between the new amortised cost and the expected cash flows is also amortised
over the remaining life of the asset using the EIR. If the asset is subsequently determined to be impaired then
the amount recorded in equity is reclassified to income statement.

The Bank may reclassify a non—derivative trading asset out of the ‘held—for—trading’ category and into the loans
and receivables’ category if it meets the definition of loans and receivables and the Bank has the intention and
ability to hold the financial asset for the foreseeable future or until maturity. If a financial asset is reclassified,
and if the Bank subsequently increases its estimates of future cash receipts as a result of increased recoverability
of those cash receipts, the effect of that increase is recognised as an adjustment to the EIR from the date of the
change in estimate.

Derecognition of financial assets

A financial asset (or, where applicable a part of a financial asset or part of a group of similar financial assets) is
primarily derecognised (i.e. removed from the Bank’s statement of financial position) when:

« the rights to receive cash flows from the asset have expired, or

« the Bank has transferred its rights to receive cash flows from the asset or has assumed an obligation to pay the
received cash flows in full without material delay to a third party under a ‘pass—through’ arrangement; and
either

(a) the Bank has transferred substantially all the risks and rewards of the asset, or
(b) the Bank has neither transferred nor retained substantially all the risks and rewards of the asset, but has
transferred control of the asset.

When the Bank has transferred its rights to receive cash flows from an asset or has entered into a pass-through
arrangement, it evaluates if and to what extent it has retained the risks and rewards of ownership. When it has
neither transferred nor retained substantially all of the risks and rewards of the asset, nor transferred control of
the asset, the Bank continues to recognise the transferred asset to the extent of the Bank’s continuing
involvement. In that case, the Bank also recognises an associated liability. The transferred asset and the
associated liability are measured on a basis that reflects the rights and obligations that the Bank has retained.

Continuing involvement that takes the form of a guarantee over the transferred asset is measured at the lower of
the original carrying amount of the asset and the maximum amount of consideration that the Bank could be
required to repay.

Impairment of financial assets

The Bank assesses at each reporting date, whether there is any objective evidence that a financial asset or a
group of financial assets is impaired. An impairment exists if one or more events that has occurred since the
initial recognition of the asset (an incurred ‘loss event’), has an impact on the estimated future cash flows of the
financial asset or the group of financial assets that can be reliably estimated. Evidence of impairment may
include indications that the borrower or a group of borrowers is experiencing significant financial difficulty, the
probability that they will enter Bankruptcy or other financial reorganisation, default or delinquency in interest
or principal payments and where observable data indicates that there is measurable decrease in the estimated
future cash flows, such as changes in arrears or economic conditions that correlate with defaults.
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(i) Financial assets carried at amortised cost

For financial assets carried at amortised cost (such as loans and receivables), the Bank first assesses individually
whether objective evidence of impairment exists for financial assets that are individually significant, or
collectively for financial assets that are not individually significant. If the Bank determines that no objective
evidence of impairment exists for an individually assessed financial asset, it includes the asset in a group of
financial assets with similar credit risk characteristics and collectively assesses them for impairment. Assets that
are individually assessed for impairment and for which an impairment loss is, or continues to be, recognised are
not included in a collective assessment of impairment.

If there is objective evidence that an impairment loss has been incurred, the amount of the loss is measured as
the difference between the asset's carrying amount and the present value of estimated future cash flows
(excluding future expected credit losses that have not yet been incurred). The carrying amount of the asset is
reduced through the use of an allowance account and the amount of the loss is recognised in income statement.
Interest income continues to be accrued on the reduced carrying amount and is accrued using the rate of
interest used to discount the future cash flows for the purpose of measuring the impairment loss.

The interest income is recorded as part of ‘Interest and similar income’. Loans together with the associated
allowance are written off when there is no realistic prospect of future recovery and all collateral has been
realised or has been transferred to the Bank. If, in a subsequent year, the amount of the estimated impairment
loss increases or decreases because of an event occurring after the impairment was recognised, the previously
recognised impairment loss is increased or reduced by adjusting the allowance account. If a future write—off is
later recovered, the recovery is credited to the ’Other Income Account’.

The present value of the estimated future cash flows is discounted at the financial asset’s original EIR. If a loan
has a variable interest rate, the discount rate for measuring any impairment loss is the current EIR.

The calculation of the present value of the estimated future cash flows of a collateralised financial asset reflects
the cash flows that may result from foreclosure less costs for obtaining and selling the collateral, whether or not
foreclosure is probable.

For the purpose of a collective evaluation of impairment, financial assets are grouped on the basis of the Bank’s
internal credit grading system, that considers credit risk characteristics such as asset type, industry,
geographical location, collateral type, past—due status and other relevant factors.

Future cash flows on a group of financial assets that are collectively evaluated for impairment are estimated on
the basis of historical loss experience for assets with credit risk characteristics similar to those in the Bank.

Historical loss experience is adjusted on the basis of current observable data to reflect the effects of current
conditions on which the historical loss experience is based and to remove the effects of conditions in the
historical period that do not exist currently. Estimates of changes in future cash flows reflect, and are
directionally consistent with, changes in related observable data from year to year (such as changes in
unemployment rates, property prices, commodity prices, payment status, or other factors that are indicative of
incurred losses in the Bank and their magnitude). The methodology and assumptions used for estimating future
cash flows are reviewed regularly to reduce any differences between loss estimates and actual loss experience.
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(i)

2.5.2

38

Available-for-sale (AFS) financial instruments

Available-for-sale financial assets are impaired if there is objective evidence of impairment, resulting from one
or more loss events that occurred after initial recognition but before the reporting date, that have an impact on
the future cash flows of the asset. In addition, an available-for-sale equity instrument is generally considered
impaired if a significant or prolonged decline in the fair value of the instrument below its cost has occurred.
Where an available-for-sale asset, which has been remeasured to fair value directly through equity, is impaired,
the impairment loss is recognised in profit or loss. If any loss on the financial asset was previously recognised
directly in equity as a reduction in fair value, the cumulative net loss that had been recognised in equity is
transferred to profit or loss and is recognised as part of the impairment loss. The amount of the loss recognised
in profit or loss is the difference between the acquisition cost and the current fair value, less any previously
recognised impairment loss.

If, in a subsequent period, the amount relating to an impairment loss decreases and the decrease can be linked
objectively to an event occurring after the impairment loss was recognised, where the instrument is a debt
instrument, the impairment loss is reversed through profit or loss. An impairment loss in respect of an equity
instrument classified as available-for-sale is not reversed through profit or loss but accounted for directly in equity.

Renegotiated loans

Where possible, the Bank seeks to restructure loans rather than to take possession of collateral. This may
involve extending the payment arrangements and the agreement of new loan conditions. Once the terms have
been renegotiated any impairment is measured using the original EIR as calculated before the modification of
terms and the loan is no longer considered past due. Management continually reviews renegotiated loans to
ensure that all criteria are met and that future payments are likely to occur. The loans continue to be subject to
an individual or collective impairment assessment, calculated using the loan’s original EIR.

Collateral valuation

The Bank seeks to use collateral, where possible, to mitigate its risks on financial assets. The collateral comes in
various forms such as cash via Bank guarantees and real estate. The fair value of collateral is generally assessed,
at a minimum, at inception and based on the Bank's reporting schedule.

To the extent possible, the Bank uses active market data for valuing financial assets, held as collateral. Other
financial assets which do not have a readily determinable market value are valued using models.

Collateral repossessed

Repossessed collateral represents financial and non-financial assets acquired by the Bank in settlement of
overdue loans. The Bank’s policy is to determine whether a repossessed asset is best used for its internal
operations or should be sold. Assets determined to be used for internal operations are initially recognised at the
lower of their repossessed value or the carrying value of the original secured asset and included in the relevant
assets depending on the nature and the Bank’s intention in respect of recovery of these assets, and are
subsequently remeasured and accounted for in accordance with the accounting policies for these categories of
assets. Assets that are determined better to be sold are immediately transferred to assets held for sale at their
fair value at the repossession date in line with the Bank’s policy.

Financial liabilities

Initial recognition and measurement

Financial liabilities are classified at initial recognition, as financial liabilities at fair value through profit or loss
and other financial liabilities.

All financial liabilities are recognised initially at fair value and, in the case of other financial liabilities, net of
directly attributable transaction costs.

The Bank's financial liabilities include Customer deposits, Margins held on letters of credit and Other liabilities.
Interest expenditure is recognised in interest and similar expense.
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Subsequent measurement
The measurement of financial liabilities depends on their classification, as described below:
Financial liabilities at amortised cost

Financial instruments issued by the Bank, that are not designated at fair value through profit or loss but are
classified as financial liabilities at amortised cost, where the substance of the contractual arrangement results in
the Bank having an obligation either to deliver cash or another financial asset to the holder, or to satisfy the
obligation other than by the exchange of a fixed amount of cash or another financial asset for a fixed number of
own equity shares.

After initial measurement, financial liabilities at amortised cost are subsequently measured at amortised cost.
The Bank’s financial liabilities carried at amortised cost comprise of Customer deposits and borrowings.
Derecognition of financial assets and liabilities

Financial assets are derecognised when the contractual rights to receive the cash flows from these assets have
ceased to exist or the assets have been transferred and substantially all the risks and rewards of ownership of the
assets are also transferred (that is, if substantially all the risks and rewards have not been transferred, the Bank
tests control to ensure that continuing involvement on the basis of any retained powers of control does not
prevent derecognition).

Financial liabilities are derecognised when they have been redeemed or otherwise extinguished.

2.5.3 Offsetting financial instruments

Financial assets and liabilities are offset and the net amount reported in the statement of financial position
where the Bank has a legally enforceable right to offset the recognised amounts, and there is an intention to
settle on a net basis or realise the asset and settle the liability simultaneously. Or if the Bank may enter into
arrangements that do not meet the criteria for offsetting but still allow for the related amounts to be set off in
certain circumstances, such as Bankruptcy or the termination of a contract.

2.6 Cash and cash equivalents

Cash and cash equivalents comprise balances with less than three months’ maturity from the date of acquisition,
including cash in hand, deposits held at call with Banks and other short-term highly liquid investments with
original maturities of three months or less.

2.7 Property, plant and Equipment

Property, plant and equipment is stated at cost, net of accumulated depreciation and accumulated impairment
losses, if any. Such cost includes the cost of replacing part of the property, plant and equipment if the
recognition criteria are met. When significant parts of property, plant and equipment are required to be replaced
at intervals, the Bank recognises such parts as individual assets with specific useful lives and depreciates them
accordingly. All other repair and maintenance costs are recognised in income statement as incurred.

Subsequent costs are included in the asset’s carrying amount or recognised as a separate asset, as appropriate,

only when it is probable that future economic benefits associated with the item will flow to the group and the
cost of the item can be measured reliably. The carrying amount of the replaced part is derecognised.

Depreciation is calculated using the straight-line method to allocate their cost to their residual values over their
estimated useful lives, as follows:
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2.8

Asset category Years Residual values Remark

Building 50 5% of cost
Motor Vehicle 10 5% of cost
Computer and accessories are
included Computer, UPS, Switch,
Computer and Related items 7 1% of cost Patch panel---
Intangible - Software 6 0

Furniture and Fitting

Included chair, table, partition,

Medium lived Furniture and Fittings 10 1% of cost cage , counter -----
Long Lived Furniture and Fittings 20 1% of cost Vault /strong room
Equipment:

Counting Machine, photocopy,
FCY, Display and detector,
Printer, Scanner and electronic

Short lived Equipment 5 1% of cost related items ...
Medium lived Equipment 10 1% of cost Generator ,ATM and Others
Long lived equipment 20 1% of cost Cash safe

The Bank commences depreciation when the asset is available for use.

Capital work-in-progress is not depreciated as these assets are not yet available for use. They are disclosed when
reclassified during the year.

An item of property, plant and equipment and any significant part initially recognised is derecognised upon
disposal or when no future economic benefits are expected from its use or disposal. Any gain or loss arising on
derecognition of the asset (calculated as the difference between the net disposal proceeds and the carrying
amount of the asset) is included in income statement when the asset is derecognised.

The residual values, useful lives and methods of depreciation of property, plant and equipment are reviewed at
each financial year end and adjusted prospectively, if appropriate.

Intangible assets

Intangible assets acquired separately are measured on initial recognition at cost. Following initial recognition,
intangible assets are carried at cost less any accumulated amortisation and accumulated impairment losses, if
any. Internally generated intangibles, excluding capitalised development costs, are not capitalised and the
related expenditure is reflected in income statement in the period in which the expenditure is incurred .

The useful lives of intangible assets are assessed to be either finite or indefinite. Intangible assets with finite
lives are amortised over the useful economic life. The amortisation period and the amortisation method for an
intangible asset with a finite useful life are reviewed at least at each financial year-end. Changes in the expected
useful life, or the expected pattern of consumption of future economic benefits embodied in the asset, are
accounted for by changing the amortisation period or methodology, as appropriate, which are then treated as
changes in accounting estimates. The amortisation expenses on intangible assets with finite lives is presented as
a separate line item in the income statement.

Amortisation is calculated using the straight—line method as below

Description Years Residual value
Software 6 Nil
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2.9

2.10

Investment property

Property that is held for long-term rental yields or for capital appreciation or both, are classified as investment
properties.

Recognition of investment properties takes place only when it is probable that the future economic benefits that
are associated with the investment property will flow to the Bank and the cost can be reliably measured. This is
usually when all risks are transferred.

Investment properties are measured initially at cost, including transaction costs. The Bank has opted to
subsequently carry investment property at fair value. Fair value is based on active market prices, adjusted if
necessary, for any difference in the nature, location or condition of the specific asset. If this information is not
available, the Bank uses alternative valuation methods, such as recent prices on less active markets or
discounted cash flow projections. Valuations are performed as of the reporting date by professional valuers who
hold recognised and relevant professional qualifications and have recent experience in the location and category
of the investment property being valued. These valuations form the basis for the carrying amounts in the
financial statements.

The fair value of investment property reflects, among other things, rental income from current leases and
assumptions about rental income from future leases in the light of current market conditions.

The fair value of investment property does not reflect future capital expenditure that will improve or enhance
the property and does not reflect the related future benefits from this future expenditure other than those a
rational market participant would take into account when determining the value of the property.

Subsequent expenditure is capitalised to the asset’s carrying amount only when it is probable that future
economic benefits associated with the expenditure will flow to the Bank and the cost of the item can be
measured reliably. All other repairs and maintenance costs are expensed when incurred. When part of an
investment property is replaced, the carrying amount of the replaced part is derecognised.

Investment properties are derecognised when they have been disposed. Where the Bank disposes of a property
at fair value in an arm’s length transaction, the carrying value immediately prior to the sale is adjusted to the
transaction price, and the adjustment is recorded in the statement of changes in net assets available for benefit.

Non-current assets (or disposal groups) held for sale and discontinued operations

Non-current assets (or disposal groups) are classified as held for sale if their carrying amount will be recovered
principally through a sale transaction rather than through continuing use and a sale is considered highly
probable. They are measured at the lower of their carrying amount and fair value less costs to sell, except for
assets such as deferred tax assets, assets arising from employee benefits, financial assets and investment
property that are carried at fair value and contractual rights under insurance contracts, which are specifically
exempt from this requirement.

An impairment loss is recognised for any initial or subsequent write-down of the asset (or disposal group) to fair
value less costs to sell. A gain is recognised for any subsequent increases in fair value less costs to sell of an asset
(or disposal group), but not in excess of any cumulative impairment loss previously recognised. A gain or loss
not previously recognised by the date of the sale of the non-current asset (or disposal group) is recognised at the
date of derecognition.

Non-current assets (including those that are part of a disposal group) are not depreciated or amortised while
they are classified as held for sale. Interest and other expenses attributable to the liabilities of a disposal group
classified as held for sale continue to be recognised.

Non-current assets classified as held for sale and the assets of a disposal group classified as held for sale are
presented separately from the other assets in the balance sheet. The liabilities of a disposal group classified as
held for sale are presented separately from other liabilities in the balance sheet.

A discontinued operation is a component of the entity that has been disposed of or is classified as held for sale
and that represents a separate major line of business or geographical area of operations, is part of a single co-
ordinated plan to dispose of such a line of business or area of operations, or is a subsidiary acquired exclusively
with a view to resale. The results of discontinued operations are presented separately in the statement of profit
or loss.
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2.11 Impairment of non-financial assets

The Bank assesses, at each reporting date, whether there is an indication that an asset may be impaired. If any
indication exists, or when annual impairment testing for an asset is required, the Bank estimates the asset’s
recoverable amount. An asset’s recoverable amount is the higher of an asset’s fair value less costs of disposal
and its value in use. Recoverable amount is determined for an individual asset . When the carrying amount of an
asset exceeds its recoverable amount, the asset is considered impaired and is written down to its recoverable
amount.

The value in use of the impaired assets is considered to be close its fair value less cost of disposal because the
assets are either fully depreciated or they will be used for shorter period than their respective normal useful
lives. In determining fair value less costs of disposal, recent market transactions are taken into account.

For assets excluding goodwill, an assessment is made at each reporting date to determine whether there is an
indication that previously recognised impairment losses no longer exist or have decreased. If such indication
exists, the Bank estimates the asset’s recoverable amount. A previously recognised impairment loss is reversed
only if there has been a change in the assumptions used to determine the asset’s recoverable amount since the
last impairment loss was recognised. The reversal is limited so that the carrying amount of the asset does not
exceed its recoverable amount, nor exceed the carrying amount that would have been determined, net of
depreciation, had no impairment loss been recognised for the asset in prior years. Such reversal is recognised in
the income statement.

2.12 Other assets

(@)

()

(c)

Other assets are generally defined as claims held against other entities for the future receipt of money. The other
assets in the Bank's financial statements include the following:

Prepayment

Prepayments are payments made in advance for services to be enjoyed in future. The amount is initially
capitalized in the reporting period in which the payment is made and subsequently amortised over the period in
which the service is to be enjoyed.

Other receivables

Other receivables are recognised upon the occurrence of event or transaction as they arise and cancelled when
payment is received.

Prepaid Staff Benefits

The Bank gives loans to its staff members at below market rates of interest.Under IAS 39, such loans must be
recognised at their fair value on the inception date. The fair value is determined on inception date as the present
value of all the future cash receipts ( instalments) from the staff members using the prevailing market rate of
interest as the discounting factor.The market rate was determined by reference to what the staff members would
have been charged to access a similar loan facility from the financial market (similar in terms of currency, term,
type of interest rate and other factors). During the first time adoption, the market rate was set by the Ethiopian
Bankers Association. Accordingly, 9.5% used for mortgage loans; and for other loans the average rates of 10.32%
and 10.58% were used for the years 2016/17 and 2018 respectively.

The difference between the fair valued amount of the loan and the original loan amount is recognised as
employee benefit. However, IAS 19 does not give specific guidelines on the treatment of prepaid employee
benefit so the general guidelines of conceptual framework would apply.The market rate used to value employee
loans was obtained from Ethiopian Bankers Association and the prescribed rate for 2016 and 2017 was 10.32%
and 2018 10.58%.

Therefore, to recognise the prepaid employee benefit on inception date of the loan, the bank should consider the
nature of the loan i.e. does the interest rate revert back to market interest rate or below the market interest rate
when the employee leaves the bank?

If the interest rate reverts back to market interest rate, this means that the employee benefit has not been
earned and the bank expects future economic benefits. Therefore, the prepaid employee benefit would be
capitalised as an asset and amortized throughout the life of the loan based on the conceptual framework
definition of an asset.

If the interest rate still remains below the market interest rate, this means that the employee benefit has been
fully earned and the bank does not expect future economic benefits. Therefore, the prepaid employee benefit
would be expensed immediately.
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Adjustments have been passed to recognise the following;

i) the difference between interest income that would have been recognised under the local GAAP and interest
income that should be recognised under IFRS

ii) the difference between balance as per Ethiopian GAAP and fair valued loan amount (this is the prepaid
employee benefit)

iii) prepaid employee benefit that should have been amortised to date
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2.13

2.14

(a)

Fair value measurement

The Bank measures financial instruments, such as derivatives, investment in financial instruments classified as
available-for-sale and investments in financial instruments classified as held for trading at fair value at each
statement of financial position date. Fair value related disclosures for financial instruments and non-financial
assets that are measured at fair value or where fair values are disclosed are, summarised in the following notes:

» Disclosures for valuation methods, significant estimates and assumptions Notes 3 and Note 4.7.1
» Quantitative disclosures of fair value measurement hierarchy Note 4.7.2
» Financial instruments (including those carried at amortised cost) Note 4.7.2

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date. The fair value measurement is based on the
presumption that the transaction to sell the asset or transfer the liability takes place either:

« In the principal market for the asset or liability, or
« In the absence of a principal market, in the most advantageous market for the asset or liability.

The principal or the most advantageous market must be accessible to by the Bank.
The fair value of an asset or a liability is measured using the assumptions that market participants would use
when pricing the asset or liability, assuming that market participants act in their economic best interest.

The Bank uses valuation techniques that are appropriate in the circumstances and for which sufficient data are
available to measure fair value, maximising the use of relevant observable inputs and minimising the use of
unobservable inputs.

All assets and liabilities for which fair value is measured or disclosed in the financial statements are categorised
within the fair value hierarchy, described as follows, based on the lowest level input that is significant to the fair
value measurement as a whole:

« Level 1 — Quoted (unadjusted) market prices in active markets for identical assets or liabilities.

« Level 2 — Valuation techniques for which the lowest level input that is significant to the fair value
measurement is directly or indirectly observable.

» Level 3 — Valuation techniques for which the lowest level input that is significant to the fair value
measurement is unobservable.

For assets and liabilities that are recognised in the financial statements on a recurring basis, the Bank
determines whether transfers have occurred between Levels in the hierarchy by re-assessing categorisation
(based on the lowest level input that is significant to the fair value measurement as a whole) at the end of each
reporting period.

The Bank’s management determines the policies and procedures for both recurring fair value measurement,
such as available-for-sale financial assets.

For the purpose of fair value disclosures, the Bank has determined classes of assets and liabilities on the basis of the
nature, characteristics and risks of the asset or liability and the level of the fair value hierarchy as explained above.

Employee benefits

The Bank operates various post-employment schemes, including both defined benefit and defined contribution
pension plans and post employment benefits.

Defined contribution plan

The Bank operates two defined contribution plans;

i) pension scheme in line with the provisions of Ethiopian pension of private organisation employees
proclamation 715/2011. Funding under the scheme is 7% and 11% by employees and the Bank respectively;

ii) provident fund contribution, funding under this scheme is 6% and 12% by employees and the Bank
respectively;

Both schemes are based on the employees' salary. Employer's contributions to this scheme are charged to profit
or loss and other comprehensive income in the period in which they relate.
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2.15

2.16

Termination benefits

Termination benefits are payable to employees when employment is terminated by the Bank before the normal
retirement date, or whenever an employee accepts voluntary redundancy in exchange for these benefits.

Bonus plans

The Bank recognises a provision where contractually obliged or where there is a past practice that has created a
constructive obligation.

Provisions

Provisions are recognised when there is a present obligation (legal or constructive) as a result of a past event, it
is probable that an outflow of resources embodying economic benefits will be required to settle the obligation
and a reliable estimate can be made of the amount of the obligation. When the Bank expects some or all of a
provision to be reimbursed, for example, under an insurance contract, the reimbursement is recognised as a
separate asset, but only when the reimbursement is virtually certain. The expense relating to a provision is
presented in income statement net of any reimbursement.

If the effect of the time value of money is material, provisions are discounted using a current pre-tax rate that

reflects, when appropriate, the risks specific to the liability. When discounting is used, the increase in the
provision due to the passage of time is recognised as other operating expenses.

Structure of Share capital
Authorised Share Capital = the maximum value of securities that the bank can legally issue.
Issued Shares = the total of the bank”s shares that are held by shareholders.

Outstanding shares = are those issued shares .

Ordinary shares = Any shares that are not preferred shares and do not have any predetermined dividend amounts.
An ordinary share represents equity ownership in a company and entitles the owner to a vote in matters put before
shareholders in proportion to their percentage ownership in the bank.

2.17 Leases

The determination of whether an arrangement is a lease, or contains a lease, is based on the substance of the
arrangement and requires an assessment of whether the fulfilment of the arrangement is dependent on the use
of a specific asset or assets or whether the arrangement conveys a right to use the asset.

Bank as a lessee

Leases that do not transfer to the Bank substantially all of the risks and benefits incidental to ownership of the
leased items are operating leases. Operating lease payments are recognised as an expense in the income
statement on a straight-line basis over the lease term. Contingent rental payable is recognised as an expense in
the period in which it is incurred.

Bank as a lessor

Leases where the Bank does not transfer substantially all of the risk and benefits of ownership of the asset are
classified as operating leases. Rental income is recorded as earned based on the contractual terms of the lease in
Other operating income. Initial direct costs incurred in negotiating operating leases are added to the carrying
amount of the leased asset and recognised over the lease term on the same basis as rental income. Contingent
rents are recognised as revenue in the period in which they are earned.

www.berhanbanksc.com

45



2.18 Income taxation

(a)

(b)

Current income tax

The income tax expense or credit for the period is the tax payable on the current period’s taxable income based
on the applicable income tax rate for each jurisdiction adjusted by changes in deferred tax assets and liabilities
attributable to temporary differences and to unused tax losses.

The current income tax charge is calculated on the basis of the tax laws enacted or substantively enacted at the
end of the reporting period in Ethiopia. Management periodically evaluates positions taken in tax returns with
respect to situations in which applicable tax regulation is subject to interpretation. It establishes provisions
where appropriate on the basis of amounts expected to be paid to the tax authorities.

Deferred tax

Deferred tax is recognised on temporary differences arising between the tax bases of assets and liabilities and
their carrying amounts in the financial statements. However, deferred tax liabilities are not recognised if they
arise from the initial recognition of goodwill; deferred tax is not accounted for if it arises from initial recognition
of an asset or liability in a transaction other than a business combination that at the time of the transaction
affects neither accounting nor taxable profit or loss.

Deferred tax is determined using tax rates (and laws) that have been enacted or substantively enacted by the
balance sheet date and are expected to apply when the related deferred tax asset is realised or the deferred tax
liability is settled.

Deferred tax assets are recognised only to the extent that it is probable that future taxable profit will be available
against which the temporary differences can be utilised.

Deferred tax assets and liabilities are offset when there is a legally enforceable right to offset current tax assets
against current tax liabilities and when the deferred tax assets and liabilities relate to income taxes levied by the
same taxation authority on either the same taxable entity or different taxable entities where there is an intention
to settle the balances on a net basis.

Deferred tax assets and liabilities are only offset when they arise in the same tax reporting group and where
there is both the legal right and the intention to settle on a net basis or to realise the asset and settle the liability
simultaneously.
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(c)

(D

(e)

Inventories

Inventories are assets:

a)Held for sale in the ordinary course of business;

b)In the process of production for such sale; or

¢)In the form of materials or supplies to be consumed in the production process or in the rendering of services.

In the case of Berhan bank inventories, definition (c) applies. IAS 2 Inventories contains the requirements on
how to account for most types of inventory. The standard requires inventories to be measured at the lower of
cost and net realizable value (NRV) and outlines acceptable methods of determining cost, including specific
identification (in some cases), first-in first-out (FIFO) and weighted average cost. The bank use FIFO method

for measuring its inventories.
Defined benefits liabilities

According to IAS 19, employee benefit liability and expense shall be recognized in the period in which the
employee gives service and should be valued.

Accounting for defined benefit plans involves the following steps:

« Using an actuarial technique, the projected unit credit method, to make a reliable estimate of the ultimate cost
to the entity of the benefit that employees have earned in return for their service in the current and prior
periods. This requires an entity to determine how much benefit is attributable to the current and prior periods
and to make estimates (actuarial assumptions) about demographic variables (such as employee turnover and
mortality) and financial variables (such as future increases in salaries and medical costs) that will affect the cost
of the benefit.

» Discounting that benefit in order to determine the present value of the defined benefit obligation and the
current service cost because they may be settled many years after the employees render the related service.

» Determining amounts to be recognized in profit or loss: current service cost any past service cost and gain or
loss on settlement.

» Recognize the net defined benefit liability (asset) in the statement of financial position.

This means that Berhan bank’s severance pay to its employees shall be recognized earlier than the actual
payment. The benefits valued are the statutory severance benefits in Ethiopia, which provides a promised lump
sum as a multiple of final weeks’ average daily wages for each year of service to employees on leaving the bank
after a minimum of five years service and a retirement gratuity which pays a fixed multiple of salary on
retirement (three months salary for managerial staff and two months’ salary for non managerial staff).

Impairment of Equity Investment

An asset may not be carried in the balance sheet at more than its recoverable amount. IAS 36 states that "If, and
only if, the recoverable amount of an asset is less than its carrying amount, the carrying amount of the asset
shall be reduced to its recoverable amount. That reduction is an impairment loss". [IAS 36 para 59]. An asset's
carrying amount is the amount at which the asset is recognized after deducting any accumulated depreciation or
amortization and accumulated impairment losses thereon. [IAS 36 para 6].

Since Ethiopia does not have an active equity and securities market, considering the net asset of the respective
investee from the audited financial reports is used to determine the recoverable amount by applying the
percentage owned by Berhan Bank on the net asset of the investee.

Financial risk management

Taking risk is core to the business, and the operational risks are an inevitable consequence of being in business.
The Bank’s aim is therefore to achieve an appropriate balance between risk and return and minimize potential
adverse effects on the Bank’s financial performance. The Bank’s risk management policies are designed to
identify and analyze these risks, to set appropriate risk limits and controls, and to monitor the risks and
adherence to limits by means of reliable and up-to-date information systems. The Bank regularly reviews its risk
management policies and systems to reflect changes in markets, products and emerging best practice. The
Bank’s risk management organization structure ensures existence of clear lines of responsibility, efficient
segregation of duties and prevention of conflicts of interest at all levels, including the Board of Directors, Senior
Management, as well as between the Bank and the National Bank of Ethiopia, its customers and any other
stakeholders. Within the Bank, risk management activities broadly take place at the following levels:

« Strategic level encompasses risk management functions performed by the Board of Directors, These include
the approval of risk and capital strategy, ascertaining the Bank’s risk definitions, profile and appetite, as well as,
the risk reward profile and other high-level risk related policies and internal guidelines.

« Tactical level encompasses risk management functions performed by the Board of Directors and the Senior
Management. These include the establishment of risk policies and procedure manuals for managing specific
risks and establishing adequate systems and controls to ensure that the overall risk and reward relationship
remains within acceptable levels. Generally, the risk management activities performed by the Risk Management
Department of the Bank, as well as, other critical support functions fall into this category.
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)

(h)

@

» Operational level — It involves management of risks at the point where they are actually created. The relevant
activities are performed by individuals who undertake risk on the organization’s behalf. Risk management at
this level is implemented by means of appropriate controls incorporated into the relevant operational
procedures and guidelines set by management.

The most important types of risk are credit risk, liquidity risk, market risk and operational risk.

Credit risk

Credit risk is the most important risk for the Bank’s business defined as current or future risk on the financial
result and capital arising from a counter party’s failure to meet the terms of any contract with the Bank or
otherwise fail to perform as agreed. The exposure to this risk arises principally from retail and corporate lending
activities, as well as activities related to off-balance sheet financial instruments (loan commitments, Letter of
Guarantees and Letter of Credit).

Credit risk measurement, limits and mitigation policies

Initially, when approving loans and loan commitments, the authorized Credit Approval Committees assess
creditworthiness of the clients depending on the type and size of the exposure and based on defined criteria. The
Bank credit risk management, which encompasses identification, measurement, monitoring and control of
credit risk, is performed by the Risk Management Committee for classification of assets and provisioning for
potential losses, commitments and contingencies and it is mainly based on reports and analyses prepared by
relevant organization units of the Bank.

The Risk Management Committee,

Boards of Directors are regularly informed of the credit risk that the Bank is exposed to. The Bank has an
internal system of classification of customers whose main aim is determining their creditworthiness and
evaluation of the acceptable level of credit risk in starting lending.

Classification of customers to which the Bank is exposed are reviewed at least annually. The Bank has
implemented a system of early warning signals in order to timely identify any deterioration in the
creditworthiness of the client and take appropriate action to mitigate credit risk.

The Bank employs a range of practices to mitigate credit risk. Common practice is accepting suitable collateral
for approved loans. The main collateral types for loans and other credit exposures are:

- Mortgages over residential properties;

- Charges over business assets such as premises, inventory and accounts receivable;

- Charges over financial instruments such as debt and equity securities;

- Pledges over movables, such as cars, equipment and other,

The Bank monitors compliance with the legally and internally established limits and controls concentrations of
credit risk. Credit risk limits towards different types of borrowers, industry sectors, geographic location and type
of collateral, also limit of the exposure to Bank internal persons, and large exposures, exposure by sector of
activity are set in the Risk Strategy and further detailed in the Bank’s credit risk management policies and
procedures.

The Bank structures the levels of credit risk that undertakes towards domestic and foreign banks by placing
limits on the amount of risk accepted subject to at least an annual review. In addition, the exposure
concentration risk by sectors and activities is regularly monitored on the basis of set limits.

The loan portfolio of the Bank remains widely dispersed across different types of borrowers, asset categories and
number of industries, thus preventing excessive concentration risks. For that purpose, the Bank has introduced
a set of limits that control the exposure of the Bank towards different types of borrowers, industry sectors,
geographic location and type of collateral.

3 Significant accounting judgements, estimates and assumptions

The preparation of the Bank’s financial statements requires management to make judgements, estimates and
assumptions that affect the reported amount of revenues, expenses, assets and liabilities, and the accompanying
disclosures, as well as the disclosure of contingent liabilities. Uncertainty about these assumptions and
estimates could result in outcomes that require a material adjustment to the carrying amount of assets or
liabilities affected in future periods.
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Other disclosures relating to the Bank’s exposure to risks and uncertainties includes:
+ Capital management Note 4.6

» Financial risk management and policies Note 4.1

« Sensitivity analyses disclosures Notes 4.5.2

3.1 Judgements

In the process of applying the Bank’s accounting policies, management has made the following judgements,

which have the significant effect on the amounts recognised in the financial statements:

Operating lease commitments - Bank as lessee

The Bank has entered into commercial property leases. The Bank has determined, based on an evaluation of the
terms and conditions of the arrangements, such as the lease term not constituting a substantial portion of the
economic life of the commercial property, that it does not retain all the significant risks and rewards of

ownership of these properties and accounts for the contracts as operating leases.

3.2 Estimates and assumptions

The key assumptions concerning the future and other key sources of estimation at the reporting date, that have a
significant risk of causing a material adjustment to the carrying amounts of assets and liabilities within the next
financial year, are described below. The Bank based its assumptions and estimates on parameters available
when the financial statements were prepared. Existing circumstances and assumptions about future
developments, however, may change due to market changes or circumstances beyond the control of the Bank.

Such changes are reflected in the assumptions when they occur.

www.berhanbanksc.com

49



BERHAN BANK S.C

IFRS FINANCIAL STATEMENTS

FOR THE PERIOD ENDED 30 JUNE 2018
NOTES TO THE FINANCIAL STATEMENTS

Impairment losses on loans and receivables

The Bank reviews its loan portfolios for impairment on an on-going basis. The Bank first assesses whether
objective evidence of impairment exists individually for financial assets that are individually significant, and
individually or collectively for financial assets that are not individually significant. Impairment provisions are
also recognised for losses not specifically identified but which, experience and observable data indicate, are
present in the portfolio at the date of assessment. For individually significant financial assets that have been
deemed to be impaired, management has deemed that cashflow from collateral obtained would arise within 12
months where the financial asset is collaterised.

Management uses estimates based on historical loss experience for assets with credit risk characteristics and
objective evidence of impairment similar to those in the portfolio, when scheduling its future cash flows. The
methodology and assumptions used for estimating both the amount and timing of future cash flows are reviewed
regularly to reduce any differences between loss estimates and actual loss experience.

The use of historical loss experience is supplemented with significant management judgment to assess whether
current economic and credit conditions are such that the actual level of inherent losses is likely to differ from
that suggested by historical experience. In normal circumstances, historical experience provides objective and
relevant information from which to assess inherent loss within each portfolio. In other circumstances, historical
loss experience provides less relevant information about the inherent loss in a given portfolio at the balance
sheet date, for example, where there have been changes in economic conditions such that the most recent trends
in risk factors are not fully reflected in the historical information. In these circumstances, such risk factors are
taken into account when calculating the appropriate levels of impairment allowances, by adjusting the
impairment loss derived solely from historical loss experience.

The detailed methodologies, areas of estimation and judgement applied in the calculation of the Bank's
impairment charge on financial assets are set out in the Financial risk management section.

The estimation of impairment losses is subject to uncertainty, which has increased in the current economic
environment, and is highly sensitive to factors such as the level of economic activity, unemployment rates,
property price trends, and interest rates. The assumptions underlying this judgement are highly subjective. The
methodology and the assumptions used in calculating impairment losses are reviewed regularly in the light of
differences between loss estimates and actual loss experience. See note 4 for more information.

Fair value measurement of financial instruments

When the fair values of financial assets and financial liabilities recorded in the statement of financial position
cannot be measured based on quoted prices in active markets, their fair value is measured using valuation
techniques including the discounted cash flow (DCF) model. The inputs to these models are taken from
observable markets where possible, but where this is not feasible, a degree of judgement is required in
establishing fair values. Judgements include considerations of inputs such as liquidity risk, credit risk and
volatility. Changes in assumptions about these factors could affect the reported fair value of financial
instruments. See Note 4.7 for further disclosures.

Depreciation and carrying value of property, plant and equipment

The estimation of the useful lives of assets is based on management’s judgement. Any material adjustment to the
estimated useful lives of items of property and equipment will have an impact on the carrying value of these
items.

Development cost

The Bank capitalises development costs for a project in accordance with the accounting policy. Initial
capitalisation of costs is based on management’s judgement that technological and economic feasibility is
confirmed, usually when a product development project has reached a defined milestone according to an
established project management model. In determining the amounts to be capitalised, management makes
assumptions regarding the expected future cash generation of the project, discount rates to be applied and the
expected period of benefits.
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4.1

4.1.1

Financial risk management
Introduction

Risk is inherent in the Bank’s activities, but is managed through a process of ongoing identification, measurement and monitoring, subject to
risk limits and other controls. Risk Management provides a comprehensive and dynamic framework for identifying, measuring, monitoring and
managing financial and non-financial risks. When the quantitative data disclosed at the reporting date is not representative of the Bank’s
exposure to risk during the period, further information that is representative must be assisted in qualitative disclosures. This process of risk
management is critical to the Bank’s continuing profitability and each individual within the Bank is accountable for the risk exposures relating
to his or her responsibilities. The Bank is exposed to credit risk, liquidity risk and market risk. It is also subject to country risk and various
operating risks.

The independent risk control process does not include business risks such as changes in the environment, technology and industry. The Bank's
policy is to monitor those business risks through the Bank’s strategic planning process.

Risk management structure

The objective of the Bank’s risk policies and procedures is to ensure that the risks in its operations are identified, measured, monitored and
effectively managed. Exposure to risk is managed to ensure that it will remain within limits and the risk appetite adopted by the Bank will
comply with regulatory requirements. The Bank has established a comprehensive risk management system in line with internationally accepted
risk management principles and best practices with necessary adoption to suit its core business activity. The Banks’ risk management and
control is based on the following key principles:-

o The Board of Directors approve risk management policies of the Bank and ensure their implementation;

o Risk management policies and systems are reviewed regularly to reflect changes in the regulations, market conditions, product and services
offered;

o The Board of Directors is assisted by the risk management department to undertake regular and ad-hoc reviews of risk management control
and procures, the results are reported to the Sub Board Risk Management Committee.

o Board of Directors ensures that appropriate remedial actions are taken whenever there are risks which are out of Bank’s risk appetite.

4.1.2 Risk measurement and reporting systems

The Bank uses international standards of measurements and practices as well as the NBE Directives, guidelines and their derivatives to assess
credit, liquidity, market and operational risks.The Bank also uses it's own internal policies and procedures to assess risks.
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4.1.3 Risk mitigation

Risk controls and mitigants, identified and approved for the Bank, are documented for existing and new processes and systems.

The adequacy of these mitigants is tested on a periodic basis through administration of control self-assessment questionnaires, using an
operational risk management tool which requires risk owners to confirm the effectiveness of established controls. These are subsequently

audited as part of the review process.

4.2 Financial instruments by category

The Bank's financial assets are classified into the following measurement categories: available-for-sale and loans and receivables and the

financial liabilities are classified into other liabilities at amortised cost.

Financial instruments are classified in the statement of financial position in accordance with their legal form and substance.

The Bank's classification of its financial assets is summarised in the table below:

Available-For- Loans and
Notes Sale receivables
30 June 2018 Birr'ooo Birr'ooo
Cash and balances with banks 13a - 2,676,716
Loans and advances to customers 14 - 7,067,045
Due from Banks & Other Financial Institutions - 44,104
Financial investments - Available for sale 15 18,948 -
Financial investments - Loans and receivables 15 . 3,029,999
Other assets 16 - 443,426
Total financial assets 18,948 13,261,290
Available-For- Loans and
Notes Sale receivables
30 June 2017 Birr'ooo Birr'o00
Cash and balances with banks 13a - 2,028,280
Loans and advances to customers 14 - 5,281,211
Due from Banks & Other Financial Institutions - 103,650
Financial investments - Available for sale 15 18,932 -
Financial investments - Loans and receivables 15 - 2,205,665
Other assets 16 - 315,096
Total financial assets 18,932 | 9,933,902
Available-For- Loans and
Notes Sale | receivables
1July 2016 Birr'000 Birr'o00
Cash and balances with banks 13a - 1,302,961
Loans and advances to customers 14 - 3,713,126
Due from Banks & Other Financial Institutions 77,542
Financial investments - Available for sale 15 18,868 -
Financial investments - Loans and receivables 15 - 1,588,120
Other assets 16 - 158,773
Total financial assets 18,868 6,840,522
—— E
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4.3

4.3.1 Management of credit risk

(@)

®

(@]

4.3.2 Impairment assessment

Credit risk

Credit risk is the probability that a counterparty of the Bank will not meet its obligations in accordance with agreed terms and conditions which
may lead to financial loss. The Bank is exposed to credit risk due to activities such as loans and advances, loan commitments arising from
lending activities, credit enhancement provided such as financial guarantees and letter of credit.

The Bank adopts a conservative approach to credit risk. Where appropriate, the Bank intervenes in the economy and provides guarantees in the
financial system to prevent systemic risk.

In measuring credit risk of loans and receivables to various counterparties, the Bank considers the character and capacity of the obligor to pay
or meet contractual obligations, current exposures to the counter party/obligor and its likely future developments, credit history of the
counterparty/obligor; and the likely recovery ratio in case of default obligations-value of collateral and other ways out. Our credit exposure
comprises wholesale and retail loans and advances which are developed to reflect the needs of our customers. The Bank’s policy is to lend
principally on the basis of our customer’s repayment capacity through quantitative and qualitative evaluation. However we ensure that our
loans are backed by collateral to reflect the risk of the obligors and the nature of the facility.

In the estimation of credit risk, the Bank estimate the following parameters:

Probability of Default

This is the probability that an obligor or counterparty will default over a given period, usually one year. This can be calculated on portfolio by
portfolio basis or collectively depending on availability of historical data.

+The Bank uses computation of PD by amount
«Twelve consecutive months’ non-performing loans historical ratio is used to be applied to compute a given reporting period PD.

Loss Given Default

Loss Given Default is defined as the portion of the loan determined to be irrecoverable at the time of loan default (1 — recovery rate). Our
methods for estimating LGD includes both quantitative and qualitative factors.

The LGD is the loss that the bank will suffer in case the loans is not recoverable. The bank has computed the LGD as the exposed/ uncovered
portion ((Exposure — Net Collateral Value) / Total Sector Loan portfolio * 100% ) by comparing the outstanding portfolio balance with net
security values.

For loans that are under-collateralized management have recomputed LGD ((Exposure — Net Collateral Value) / Total Sector Loan portfolio *
100% )

For a more conservative model , management has used the higher of the LGD or unrecoverable rate (1 - Banks recovery rate) i.e. 20% as the
LGD for the portfolio.

The bank has studied collateral recoveries over 18 months preceding the reporting period both sold through foreclosures and those acquired.
The procedure taken considered aggregating both realized collateral values and defaulted loan balances.

The calculation of the present value of the estimated future cash flows of a collateralized financial asset using the bank’s own recovery rate
reflects the cash flows that may result from foreclosure less costs for obtaining and selling the collateral, whether or not foreclosure is probable.
Even though, the existing record of the bank shows the recovery rate to be more than 100%, the bank assumes a 20% haircut on
collateral recoverable amount for the purpose of prudence across all sectors.

Exposure at Default

This represents the amount that is outstanding at the point of default. Its estimation includes the drawn amount and expected utilisation of the
undrawn commitment at default.

The Bank assesses its impairment for the purpose of IFRS reporting using a two-way approach which are Individual assessment and portfolio
assessment.
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Individual assessment

The Bank reviewed and revised existing impairment triggers for each loan asset portfolio to ensure that a trigger identifies a loss event as early
as possible, which would result in the earliest possible recognition of losses within the IFRS framework. The Bank then estimated the
impairment based on the shortfall between the present value of estimated future cash flows and the asset carrying amount.

The individual approach encompasses at least the individually significant exposures that are above materiality thresholds set by the Bank. The
materiality threshold is above Birr 5 million. Impairment provision of individually assessed items on individual basis is determined by
evaluation of generated loss on the balance sheet date.All non-performing loans are assessed for impairment on individual basis.

Collective assessment

Loans and advances that are not specifically impaired are assessed under collective impairment. For the purpose of collective impairment,
financial assets are grouped on the basis of similar credit risk characteristics that are indicative of the debtors’ ability to pay all amounts due
according to contractual terms.

The Bank generally bases its analyses on historical experience. The collective assessment takes account of data from the loan portfolio (such as
historical losses on the portfolio, levels of arrears, credit utilisation, loan to collateral ratios and expected receipts and recoveries once impaired)
or economic data (such as current economic conditions, unemployment levels and local or industry—specific problems). The approximate delay
between the time a loss is likely to have been incurred and the time it will be identified as requiring an individually assessed impairment
allowance is also taken into consideration. The impairment allowance is reviewed by credit management to ensure alignment with the Bank’s
overall policy.

The calculated impairment losses on group basis are provisioned on portfolios of homogenous assets that are individually lower than the
materiality thresholds and for which sufficient long data series for the average life of the portfolio to calculate the parameters for correction.
Impairment and provisioning are calculated by using parameters that are obtained from historical data on the delinquency rate of certain
portfolios.

4.3.3 Credit related commitment risks

The Bank holds collateral against loans and receivables to customers in the form of bank guarantees and property. Estimates of fair value are
based on the value of collateral assessed at the time of borrowing, and generally are not updated except when a loan is individually assessed as
impaired.

4.3.4 Maximum exposure to credit risk before collateral held or credit enhancements

The Bank's maximum exposure to credit risk at 30 June 2018, 30 June 2017 and 30 June 2016 respectively, is represented by the net carrying
amounts in the statement of financial position.

30 June 2018 | 30 June 2017

Birr'ooo Birr'ooo
Cash and balances with banks 2,676,716 2,028,280
Loans and advances to customers 7,067,045 5,281,211
Financial investments - Available for sale 18,948 18,932
Financial investments - Loans and 3,029,999 2,205,665
receivables
Other assets 443,426 315,096

13,236,134 9,849,184

Credit risk exposures relating to off balance sheets

Loan commitments 103,977 62,678
Guarantees issued and outstanding 7,435,721 2,821,501
Letter of credit and other credit related obligations 118,652 125,548

7,658,349 3,009,728

Total maximum exposure 20,894,484 | 12,858,911
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Pass

Special mention
Substandard
Doubtful

Loss

Gross loans and advances to customers per sector is analysed as follows:

Agriculture

Transport

Hotel and Tourism

Import

Export

Manufacturing

Domestic trade and services
Building and construction
Personal loan

Staff loan

30 June 2018

30 June 2017

Birr'ooo Birr'ooo
6,713,242 5,095,871
291,381 204,864
99,545 75,336
72,422 16,756
28,036 19,560

7,204,626 | 5,412,387

30 June 2018

30 June 2017

Birr'ooo Birr'ooo
18,881 21,463
467,556 529,039
250,911 258,649
463,873 489,562
1,326,403 973,495
579,388 358,609
1,815,119 1,336,756
1,507,056 1,077,273
264,320 59,761
502,119 307,779
7,204,626 5,412,386

The above table represents a worse case scenario of credit risk exposure of the Bank as at the reporting dates without taking account of any

collateral held or other credit enhancements attached. The exposures are based on gross carrying amounts .

Management is confident in its ability to continue to control and effectively manage the credit risk exposure in the Bank's loan and advances

portfolio.

4.3.5 Credit quality analysis

(@)

(b)

Credit quality of cash and cash equivalents

The credit quality of cash and cash equivalents and short-term investments that were neither past due nor impaired at as 30 June 2018, 30
June 2017 and 30 June 2016 have been classified as non-rated as there are no credit rating agencies in Ethiopia.

Credit quality of loans and receivables

30 June 2018

Agriculture and production
Transport

Hotel and tourism

Import

Export

Manufacturing

Domestic trade and services
Building and construction
Personal loans

Staff loan

Gross

Less: Impairment allowance (note 14b)

Net

Neither past due nor| Pastdue but || Individually
impaired| notimpaired impaired
Birr'ooo Birr'ooo Birr'ooo

16,081 1,058 842
401,539 46,544 19,473
245,676 10,579 3,656
383,608 43,649 36,526

1,245,359 34,633 46,411
555,963 22,423 1,002
1,572,235 177,496 65,388
1,307,570 135,828 63,658
245,360 15,010 3,950
497,619 4,500 -
6,471,999 491,720 240,907
(87,223) = (15,504)
6,384,776.38 491,720.00 225,402.86
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30 June 2017

Agriculture and production
Transport

Hotel and tourism

Import

Export

Manufacturing

Domestic trade and services
Building and construction
Personal loans

Staff loan

Gross

Less: Impairment allowance (note 14b)

Net

1 July 2016

Agriculture and production
Transport

Hotel and tourism

Import

Export

Manufacturing

Domestic trade and services
Building and construction
Personal loans

Staff loan

Gross

Less: Impairment allowance (note 14b)

Net

Neither past due nor | Past due but | |Individually
impaired | notimpaired impaired
Birr'ooo Birr'ooo Birr'ooo
18,853.09 1,305 1,304.91

487,660.55 27,598 13,780.45
247,563.17 8,727 2,358.83
393,379.70 63,136 33,046.30
856,156.00 71,020 46,319.00
331,907.42 18,348 8,353.58
1,277,870.94 22,548 36,337.06
970,895.48 83,876 22,501.52
44,178.40 11,720 3,862.60
307,779.00 - -
4,936,244 308,278 167,864
(65,616) S (11,932)
4,870,627.41 308,278.00 155,932.58

Neither past due nor | Pastdue but | |Individually
impaired | notimpaired impaired
Birr'ooo Birr'ooo Birr'ooo

5,817 196 -
344,725 11,021 6,544
155,635 6,515 1,038
421,610 18,426 20,261
613,510 21,419 11,721

219,342.47 4,324 600
926,512 89,648 37,237
671,221 23,941 24,578
37,994 3,138 204
105082 - -
3,501,448 178,628 102,183
(56,949) - -
3,444,499 178,628 102,183
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(1)) Loans and advances - neither past due nor impaired

(i)

(iii)

(iv)

The credit quality of the portfolio of loans and advances that were neither past due nor impaired can be assessed by reference to the customer's

ability to pay based on loss experience. Loans and advances in this category are loans past due for less than 30 (thirty) loans.

Neither past due nor impaired
Collective impairment

Loan and advances (net)

Loans and advances - past due but not impaired

Past due up to 30 days

Collective impairment

Loan and advances (net)

Loans and receivables - collectively impaired loans

30 June 2018 | 30 June 2017
Birr'ooo Birr'ooo
6,471,999 4,936,244

(49,986) (39,289)
6,422,013 4,896,955

30 June 2018 | 30 June 2017

Birr'ooo Birr'ooo
491,720 308,278
491,720 308,278

(2,005) (1,751)
489,715 306,527

These represent significant and insignificant performing loans and insignificant non-performing loans which are assessed on a collective basis.

Loans and receivables - individually impaired loans

Impaired loans
Individual impairment

30 June 2018 | 30 June 2017

Birr'ooo Birr'ooo
240,907 167,864

(15,504) (11,932)
225,403 155,933
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(v) Allowance for loan impairment

Specific impairment
Collective impairment

Total allowance for impairment

4.3.6 Statement of Prudential adjustments

30 June 2018 | 30 June 2017
Birr'ooo Birr'ooo
15,504 11,932
87,223 65,616
102,727 77,548

Provisions under prudential guidelines are determined using the time based provisioning prescribed by the National Bank of Ethiopia (NBE)
Directives. This is at variance with the incurred loss model required by IFRS under IAS 39. As a result of the differences in the
methodology/provision, there will be variances in the impairments allowances required under the two methodologies.

The proclamation ‘Financial Reporting Proclamation No.847/2014 stipulates that Banks would be required to make provisions for loans as

prescribed in the relevant IFRS Standards when IFRS is adopted.

However, Banks would be required to comply with the following:

(a) Provisions for loans recognised in the income statement should be determined based on the requirements of IFRS.

(b) The non-distributable reserve should be classified under Tier 1 as part of the core capital.

During the period ended 30 June 2018, the Bank recognized additional provision of Birr 25.18 million in line with IAS 39 as at year end.

Total impairment based on IFRS
Total impairment based on NBE Directives

Additional IFRS Provision

30 June 2018
Birr'ooo

102,727
(97,536)

5,191
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4.3.7 Credit concentrations

30 June 2018

Short term Investments
Loans and advances
Investment securities
Investment in Equity
Loan commitments

30 June 2017

Short term Investments
Loans and advances
Investment securities
Investment in Equity
Loan commitments

1July 2016

Short term Investments
Loans and advances
Investment securities
Investment in Equity
Loan commitments

The Bank monitors concentrations of credit risk by econominc sector. An analysis of concentrations of credit risk at 30 June 2018, 30 June
2017 and 30 June 2016. The Bank concentrates all its financial assets in Ethiopia.

Public Enterprise | Cooperative Private
Birr'ooo Birr'ooo Birr'ooo
- - 615,107
- 90,595 7,024,288
2,087,062 - -
- - 21,212
- - 103,980
2,987,062 90,595 7,764,587
Public Enterprise | Cooperative Private
Birr'ooo Birr'ooo Birr'ooo
- - 312,597
- 12,769 5,363,647
2,177,820 - -
- - 20,485
= = 159,508
2,177,820 12,769 5,856,237
Public Enterprise | Cooperative Private
Birr'ooo Birr'o0o Birr'ooo
- - 157,862
- 76’595 3)691;923
1;5677384 - B
- - 19,485
- - 77,523
1,567,384 76,595 6,793
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4.3.8 Nature of security in respect of loans and receivables

30 June 2018

Domestic Trade & Services
Construction

Export

Import

Transport & Comm.
Manufacturing

Hotel and tourism
Agriculture & production
Personal loans

30 June 2017

Domestic Trade & Services
Construction

Export

Import

Transport & Comm.
Manufacturing

Hotel and tourism
Agriculture & production
Personal loans

1July 2016

Domestic Trade & Services
Construction

Export

Import

Transport & Comm.
Manufacturing

Hotel and tourism
Agriculture & production
Personal loans

Building & Building , Mortgage &
Mortgage Vehicles Vehicle Shares Clean Basis
Birr'ooo Birr'ooo Birr'ooo Birr'ooo Birr'ooo
1,223,028 4,369 297,405 1,337 34,896
742,530 57,573 6,323 373 80,943
462,195 134,819 123,415 472 502,826
311,572 15,309 38,128 - 59,956
28,931 405,004 17,059 - 238
328,664 20,040 47,097 3,443 -
243,085 7,228 6,337 1,209 1,154
11,992 3,159 - - -
178,421 55,962 1,740 4,023 16,198
3,530,418 703,463 537,504 10,857 696,211
Building & Building , Mortgage &
Mortgage Vehicles Vehicle Shares Clean Basis
Birr'ooo Birr'ooo Birr'ooo Birr'ooo Birr'ooo
1,003,163 121,579 101,382 1,707 3,993
594,205 158,499 22,372 1,497 10,339
207,534 118,501 183,440 1,829 307,222
353,026 49,333 24,325 1,040 1,835
30,505 473,585 20,997 - 40
233,945 7,258 5,761 8,006 4,702
248,189 1,382 6,454 2,624 =
16,640 1,112 3,004 - -
36,089 19,275 1,209 98 263
2,723,296 950,524 369,034 16,801 328,394
Building & Building , Mortgage &
Mortgage Vehicles Vehicle Shares Clean Basis
Birr'ooo Birr'ooo Birr'ooo Birr'ooo Birr'ooo
645,582 211,089 120,638 287 2,584
391,788 113,879 63,510 650 -
99,260 56,337 97,476 - 251,017
277,746 59,515 62,065 16,759 614
151,297 150,106 38,919 - 16
131,278 2,160 4,148 - -
132,696 25,765 2,579 = =
4,053 1,412 548 - -
26,384 12,796 1,692 - 209
1,860,084 633,059 391,575 17,696 254,440
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4.3.9 Collateral held and their financial effect

The general creditworthiness of a customer tends to be the most relevant indicator of credit quality of a loan extended to it. However, collateral
provides additional security and the Bank generally requests that borrowers provide it. Staff loans are secured to the extent of the employee's
continued employment in the Bank and against the buildings or vehicles purchased.

The Bank may take collateral in the form of a first charge over real estate, liens and guarantees. The Bank does not sell or repledge the collateral
in the absence of default by the owner of the collateral. In addition to the Bank's focus on creditworthiness, the Bank aligns with its credit policy
guide to periodically update the validation of collaterals held against all loans to customers.

The fair value of the collaterals are based on the last revaluations carried out by the Bank's in-house engineers. The valuation technique adopted
for properties is in line with the Bank's valuation manual and the revalued amount is similar to fair values of properties with similar size and
location.

The fair value of collaterals other than properties such as share certificates, cash, NBE bills etc. as disclosed at the carrying amount as
management is of the opinion that the cost of the process of establishing the fair value of the collateral exceeds benefits accruable from the
exercise.

4.4 Liquidity risk
Liquidity risk is the risk that the Bank cannot meet its maturing obligations when they become due, at reasonable cost and in a timely manner.
Liquidity risk management in the Bank is solely determined by Asset Liability Management Committee, which bears the overall responsibility

for liquidity risk. The main objective of the Bank's liquidity risk framework is to maintain sufficient liquidity in order to ensure that we meet our
maturing obligations.

4.4.1 Management of liquidity risk

Cash flow forecasting is performed by the finance department. The finance department monitors rolling forecasts of liquidity requirements to
ensure it has sufficient cash to meet operational needs.

Prudent liquidity risk management implies that sufficient cash is maintained and that sufficient funding is available to meet its liabilities when
due, under both normal and stressed conditions, without incurring unacceptable losses or risk damage to the Bank’s reputation.
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4.4.2 Maturity analysis of financial liabilities

The table below analyses the Bank’s financial liabilities into relevant maturity groupings based on the remaining period at the statement of
financial position date to the contractual maturity date. The cash flows presented are the undiscounted amounts to be settled in future.

o - 30 days 31 - 90 days 91 - 180 days 181 - 365 days Over 1 year
30 June 2018 Birr'ooo Birr'ooo Birr'ooo Birr'ooo Birr'ooo
Deposits from customers 1,364,040 331,900 241,730 347,580 8,576,430
Borrowings - - | - -
Due to Banks & Other Institutions 27,323 - | - -
Current tax liabilities - - 68,219 - -
Margins held on letters of credit - 314,518 | - -
Retirement benefit obligations - - - - 43,848
Other liabilities 27,172 = 303,290 161,171 341
Total financial liabilities 1,418,535 646,418 613,239 508,751 8,620,619
o - 30 days 31 - 90 days 91 - 180 days 181 - 365 days Over 1 year

30 June 2017 Birr'ooo

Birr'ooo

Birr'ooo

Birr'ooo

Birr'ooo

Deposits from customers 766,210 191,540 155,940 504,800 6,051,618
Borrowings - - 75,000 - -
Due to Banks & Other Institutions 29,467 - | - -
Current tax liabilities - - 107,923 - -
Margins held on letters of credit - 368,411 - - -
Retirement benefit obligations - - - - 15,378
Other liabilities 18,242 - 294,452 69,245 276
Total financial liabilities 813,919 559,951 633,315 574,045 6,067,272
o - 30 days 31 - 90 days 91 - 180 days 181 - 365 days Over 1 year

1 July 2016 Birr'ooo Birr'ooo Birr'ooo Birr'ooo Birr'ooo
Deposits from customers 492,525 35,286 111,720 270,133 4,407,421
Borrowings - - E - -
Due to Banks & Other Institutions 33,293 - -| - -
Current tax liabilities - - 83,512 - -
Margins held on letters of credit - 296,357 - - -
Retirement benefit obligations - - - - 9,357
Other liabilities 11,732 - 349,919 29,085 41
Total financial liabilities 537,550 331,643 545,151 299,218 4,416,819

4.4.3 Financial assets pledged as collaterals

62

Financial assets are pledged as collateral as part of securities borrowings under terms that are usual and customary for such activities.

The value of National bank of Ethiopia(NBE ) Bills recognised in the statement of financial position that have been pledged as collateral for
borrowing of Birr 75 million with tenure of six months from Zemen Bank S.C as at 30 June 2017 and 1 July 2016 are disclosed in the table

below.The borrowing was fully settled in 2017 FY.

30 June 2018

Cash and balances with banks
Loans and receivables
Investment securities
Non-financial assets

30 June 2017

Cash and balances with banks
Loans and receivables
Investment securities
Non-financial assets

1 July 2016

Cash and balances with banks
Loans and receivables
Investment securities
Non-financial assets
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Pledged as
collateral
Birr'ooo

Others*
Birr'ooo

Available as
collateral
Birr'ooo

Others**
Birr'ooo

Pledged as
collateral
Birr'ooo

Others*
Birr'ooo

Available as
collateral
Birr'ooo

Others**
Birr'ooo

83,211

83,211

Pledged as
collateral
Birr'ooo

Others*
Birr'ooo

Available as
collateral
Birr'ooo

Others**
Birr'ooo

80,110

80,110




45

* Represents assets that are not pledged but the Bank believes it is restricted from using to secure funding, for legal or other reasons.

** Represents assets that are not restricted for use as collateral, but the Bank would not consider them as readily available to secure funding in
the normal course of business.

Market risk
Market risk is defined as the risk of loss that the fair value or future cash flows of a financial instrument will fluctuate because of changes in
market risk factors such as interest rates, foreign exchange rates, equity prices, credit spreads and their volatilities. Market risk can arise in

conjunction with trading and non-trading activities of a financial institutions.

The Bank does not ordinarily engage in trading activities as there are no active markets in Ethiopia.

4.5.1 Management of market risk

The main objective of Market Risk Management is to manage and control market risk exposures within acceptable parameters, while optimising
the return on risk.

4.5.2 Management of market risk

®

Market risk is monitored by the risk management department regularly, to identify any adverse movement in the underlying variables.

Interest rate risk

Interest rate risk is the risk that the value of a financial instrument will be affected by changes in market interest rates. Borrowings obtained at
variable rates give rise to interest rate risk.

The Bank’s exposure to the risk of changes in market interest rates relates primarily to the Bank’s obligations and financial assets with floating
interest rates. The Bank is also exposed on fixed rate financial assets and financial liabilities. The Bank’s investment portfolio is comprised of

treasury bills, Ethiopian government bonds and cash deposits.

The table below sets out information on the exnosures to fixed and variable interest instruments.

Non-interest
30 June 2018 Fixed Floating bearing
Birr'ooo Birr'ooo Birr'ooo
Assets
Cash and balances with banks 629,793 = 2,046,923
Loans and receivables 7,140,143 - 64,483
Investment securities 3,029,999 = 18,048
Total 10,799,935.19 - 2,130,353.81
Liabilities
Deposits from customers 6,936,648 - 3,925,032
Borrowings - - -
Total 6,936,648.00 - 113,925,032.00
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Non-interest
30 June 2017 Fixed Fixed [Floating bearing
Birr'ooo  Birr’ 000 |Birr'ooo Birr'o00
Assets
Cash and balances with banks 316,998 - 1,711,282
Loans and receivables 5,376,841 - 35,545
Investment securities 2,205,665 - 18,932
Total 7,899,504.38 - 1,765,758.62
Liabilities
Deposits from customers 4,574,843 - 3,095,265
Borrowings 75,000 -
Total 4,649,843.00 - 3,095,265.00
Non-interest
1July 2016 Fixed Floating bearing
Birr'ooo Birr'ooo| Birr'ooo
Assets
Cash and balances with banks 159,397 = 1,143,563
Loans and receivables 3,764,118 - 18,141
Investment securities 1,588,120 - 18,868
Total 5,511,635 - 1,180,572
Liabilities
Deposits from customers 2,741,966 - 2,575,118
Borrowings - - -
Total 2,741,966 - 2,575,118
(i) Foreign exchange risk
Foreign exchange risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate due to the changes in foreign
exchange rates.
The Bank is exposed to exchange rate risks to the extent of balances and transactions denominated in a currency other than the Ethiopian Birr.
The Bank’s foreign currency bank accounts act as a natural hedge for these transactions. Management has set up a policy to manage the Bank's
foreign exchange risk against its functional currency.
The table below summarises the impact of increases/decreases of 10% on equity and profit or loss arising from the Bank's foreign denominated
borrowings and cash and bank balances.
The total foreign currency denominated assets and liabilities exposed to risk as at 30 June 2018 was Birr 381.4 million, 30 June 2017
Birr 455 million and, 1 July 2016: Birr 339.8 million).
Foreign currency denominated balances
30 June 2018 | 30 June 2017
Birr'ooo Birr'ooo
Cash and bank balances 278,820 342,196
Deposits/Liabilities 102,591 112,762
381,411 454,958
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4.6

Sensitivity analysis for foreign exchange risk

The sensitivity analysis for currency rate risk shows how changes in the fair value or future cash flows of a financial instrument will fluctuate
because of changes in market rates at the reporting date.

The sensitivity of the Bank's earnings to fluctuations in exchange rates is reflected by varying the exchange rates at 15% and 5% as shown

below:

30 June 2018 |30 June 2017

Birr'ooo Birr'ooo

USD cash at Foreign and Cash Balances 278,820 342,196
15% appreciation of Dollar 41,823 51,329
5% Depreciation of Dollar (13,941) (17,110)
27,882 34,220

Capital management

The Bank’s objectives when managing capital are to comply with the capital requirements set by the National Bank of Ethiopia, safeguard its
ability to continue as a going concern, and to maintain a strong capital base so as to maintain investor, creditor and market confidence and to

sustain future develonment of the husiness.

4.6.1 Capital adequacy ratio

According to the Licensing & Supervision of Banking Business Directive No SBB/50/2011 of the National Bank of Ethiopia, the Bank has to
maintain capital to risk weighted assets ratio of 8% at all times, the risk weighted assets being calculated as per the provisions of Directive No

SBB/9/95 issued on August 18, 1995.

The capital adequacy ratio is the quotient of the capital base of the Bank and the Bank’s risk weighted asset base.

Capital includes capital contribution, retained earnings, legal reserve and other reserves to be approved by the National Bank of Ethiopia.

30 June 2018 |30 June 2017
Birr'ooo Birr'ooo
Capital
Capital contribution 1,709,050 1,396,123
Retained earnings 208,132 214,376
Legal reserve 308,390 227,469
Other Reserve (23,894) (1,706)
2,201,678 1,836,262
Risk weighted assets
Risk weighted balance for on-balance sheet items 7,491,853 5,618,036
Credit equivalents for off-balance Sheet Items 3,769,873 1,467,199
Total risk weighted assets 11,261,726 7,085,235
Risk-weighted Capital Adequacy Ratio (CAR) 20% 26%
Minimum required capital 10% 10%
Excess 10% 16%
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4.7

4.7.1

Fair value of financial assets and liabilities

IFRS 13 requires an entity to classify measured or disclosed fair values according to a hierarchy that reflects the significance of observable
inputs.

All assets and liabilities for which fair value is measured or disclosed in the financial statements are categorised within the fair value hierarchy,
which comprises of three levels as described below, based on the lowest level input that is significant to the fair value measurement as a whole.

Valuation models

IFRS 13 specifies a hierarchy of valuation techniques based on whether the inputs to those valuation techniques are observable or unobservable.
Observable input reflect market data obtained from independent sources; unobservable inputs reflect the Bank's market assumptions.

All assets and liabilities for which fair value is measured or disclosed in the financial statements are categorised within the fair value hierarchy,
described as follows, based on the lowest level input that is significant to the fair value measurement as a whole.

o Level 1: Inputs that are quoted market prices (unadjusted) in active markets for identical assets or liabilities.

eLevel 2: Inputs other than quoted prices included within Level 1 that are observable for the asset or liability, either directly (i.e. as prices) or
indirectly (i.e. derived from prices) .This category includes instruments valued using: quoted market prices in active markets for similar
instruments; quoted prices for identical or similar instruments in markets that are considered less than active, or other valuation technique in
which all significant inputs are directly or indirectly observable from market data.

In conclusion, this category is for valuation techniques for which the lowest level input that is significant to the fair value measurement is
directly or indirectly observable.

o Level 3: Inputs for the asset or liability that are not based on observable market data (unobservable inputs). This category includes all assets
and liabilities for which the valuation technique includes inputs not based on observable date and the unobservable inputs have a significant
effect on the asset or liability's valuation. This category includes instruments that are valued based on quoted prices for similar instruments for
which significant unobservable adjustments or assumptions are required to reflect differences between the instruments.

4.7.2 Financial instruments not measured at fair value - Fair value hierarchy

‘I'he tollowing table summarises the carrying amounts ot financial assets and liabilities at the reporting date by the level 1n the tair value
hierarchy into which the fair value measurement is categorised. The amounts are based on the values recognised in the statement of financial
position.

Carrying

amount Level 1 Level 2 Level 3
30 June 2018 Birr'ooo Birr'ooo Birr'ooo Birr'ooo
Financial assets
Cash and balances with banks 2,676,716 - 2,676,716 -
Loans and receivables 7,088,719 - 7,088,719 -
Investment securities 3,048,947 - - 3,048,947
Total 12,814,382 - 9,765,435.24 ||3,048,947.00
Financial liabilities
Deposits from customers 10,861,680 - 10,861,680 -
Other liabilities 492,089 - 492,089 -
Total 11,353,769 - 11,353,769 -
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30June 2017

Financial assets

Cash and balances with banks
Loans and receivables
Investment securities

Total

Financial liabilities
Deposits from customers
Other liabilities

Total

1July 2016

Financial assets

Cash and balances with banks
Loans and receivables
Investment securities

Total

Financial liabilities
Deposits from customers
Other Liabilities

Total

The Bank has no financial asset measured at fair value on subsequent recognition.
4.7.4 Transfers between the fair value hierarchy categories

During the three reporting periods covered by these annual financial statements, there were no movements between levels as a result of
significant inputs to the fair valuation process becoming observable or unobservable.

4.8 Offsetting financial assets and financial liabilities

Carrying
amount Level 1 Level 2 Level 3
Birr'ooo Birr'ooo Birr'ooo Birr'ooo
2,028,280 - 2,028,280 -
5)328:391 - 5,328)391 -
2,224,507 - - 2,224,507
9,581,268 - 7,356,670.99 || 2,224,597.00
7,670,108 - 7,670,108 -
382,215 - 382,215 -
8,052,323 - 8,052,323 -
Carrying
amount Level 1 Level 2 Level 3
Birr'ooo Birr'ooo Birr'o00| Birr'ooo
1,302,961 - 1,302,961 -
3,725,309 - 3,725,309 -
1,606,988 - - 1,606,988
6,635,258 - 5,028,270 1,606,988
5,317,085 - 5,317,085 -
390,777 - 390,777 -
5,707,862 - 5,707,862 -

4.7.3 Valuation technique using significant unobservable inputs - Level 3

There are no offsetting arrangements. Financial assets and liabilities are settled and disclosed on a gross basis.
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30 June 2018

30 June 2017

Birr'ooo Birr'ooo
5 Interestincome
Interest on loans and advances 979,100 625,296
Interest on investment securities 81,335 54,758
Interest on deposits due from banks 52,351 13,079
Interest on fund placement - -
1,112,786 693,133
30 June 2018 30 June 2017
Birr'ooo Birr'ooo
6 Interest expense
Interest on Demand deposits - -73
Interest on Saving deposits (271,687) -137,500
Interest on Time deposits (142,544) -85,303
Interest on borrowings from domestic banks (3,115) -4,586
Interest on borrowings from foreign banks = =
(417,346) (227,462)
30 June 2018 30 June 2017
Birr'ooo Birr'ooo
7 Net fees and commission income
Fee and commission income
Commission on letters of credit 51,333 59,419
Commission on CPOs, Cheques and FTs 4,163 2,401
Commission on guarantees 130,574 91,062
Fees Income 134,624 180,095
Commission on PO issuance 28,719 29,752
349,413 363,629
Fee and commission expense :
Fee and commission Expense (6,105) (4,521)
(6,105) (4,521)
Net fees and commission income 343,308 359,108
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Other operating income

Other income
Gain on foreign exchange

Loan impairment charge

Loans and receivables - charge for the year (note 14b)

Personnel expenses

Short term employee benefits :
Salaries

Staff allowances

Overtime

Bonus

Training and Education

Leave Payment

Pension costs — Defined contribution plan
Provident Fund — Defined contribution plan
Staff Loan Market Interest Rate Adjustment
Other staff expenses

Long term employee benefits :

Defined benefit plans-Severance

30 June 2018

30 June 2017

Birr'ooo Birr'ooo
23,407 12,678
62,151 66,377
85,558 79,055

30 June 2018

30 June 2017

Birr'ooo Birr'ooo
25,179 20,599
25,179 20,599
30 June 2018 30 June 2017
Birr'ooo Birr'ooo
(293,462) (180,928)
(31,701) (23,073)
(5,332) (8,203)
(48,524) (35,468)
(7,792) (8,574)
(337) (6,286)
(29,969) (18,116)
(4,848) (3,298)
(951) -2,408
(9,553) (5,048)
(432,469) (291,402)
(6,282) (4,315)
(438,751) (295,717)
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30 June 2018

30 June 2017

Birr'ooo Birr'ooo
11 Other operating expenses

Rent (87,334) (65,222)
Utilities (1,127) (905)
Advertisement and promotions (22,037) (14,181)
Software Maintenance Fee (7,820) (2,411)
Sponsorship expenses (2,033) (921)
Communicaton expense (10,002) (7,786)
Postage and stamps (93) (67)
Stationery and office expenses (14,061) (13,738)
Legal and professional fees (538) (312)
Audit fees (262) (132)
Repairs and maintenance (5,118) (4,498)
Travelling expenses (6,231) (4,019)
Donations (2,177) (1,153)
Insurance (7,733) (4,918)
Entertainment (996) (1,199)
Fuel andl lubricant (4,237) (2,859)
Miscellanous expenses (13,912) (5,821)
License fees (31) (76)
Director fees (1,500) (2,138)
Fines and penalty (240) (471)
Loss on foreign exchange (16,770) (5:355)
Impairment - Equity Investment (711) (936)
Impairment Loss - Property (65) (236)
Inventory Write-Down Expense - (150)
Impairment -Receivables (14,703) -
Impairment Loss on Assets Held for Sale (320) -

(220,051) (139,504)

12 Company income and deferred tax
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12b

12¢

Reconciliation of effective tax to statutory tax

The tax on the Bank’s profit before income tax differs from the theoretical amount that would arise using the statutory income tax rate as follows:

Profit before tax

Add: Disallowed Expenses
Entertainment

Donation

Penalty

Awards

Impairment Loss - Property

Impairment - Equity Investment
Impairment Loss on Assets Held for Sale
Inventory Write-Down Expense

Provision for loans and advances as per IFRs
Severnace expense

Depreciation for IFRSaccounting purpose
Amortization for IFRS accounting purpose

Less :

Depreciation for tax purpose

Provision for loans and advances for tax NBE 80%
Interest income taxed at source- foreign

Dividend income taxed at source

Interest income taxed at source-NBE Bills
Interest income taxed at source-Local Deposit
Revaluation Gain - Investment Property

Taxable profit

Current tax at 30%

5% on interest on foreign deposits

Total tax in statement of comprehensive income

Average Effective Tax Rate:

The average effective tax rate is the tax expense divided by accounting profit.

Current income tax liability

Balance at the beginning of the year
Charge for the year:

Capital gains tax

Income tax expense

Prior year (over)/ under provision
WHT Notes utilised

Payment during the year

Balance at the end of the year

Deferred income tax

30 June 2018

30 June 2017

Birr'ooo Birr'ooo
410,934 428,686
996 1,199
227 153
240 471
85 286
65 236
711 936
320 -
(261) 150
25,179 21,009
6,282 4,315
28,225 18,498
484 830
62,553 48,083
34,394 19,062
28,299 16,903
839 67
94 -
81,335 55,372
51,509 13,009
196 720
196,666 105,132
276,821 371,637
83,046 111,491
42 3
83,088 111,494
20.22 26.01
30 June 2018 30 June 2017 1 July 2016
Birr'ooo Birr'ooo Birr'ooo
107,923 83,512 83,512
83,089 111,494
(122,793) (87,083)
68,219 107,923 83,512

Deferred income tax assets are recognised only to the extent that it is probable that future taxable profit will be available against which the

temporary differences can be utilised.

The analysis of deferred tax assets/(liabilities) is as follows:

To be recovered after more than 12 months
To be recovered within 12 months

30 June 2018 30 June 2017 1 July 2016
Birr'ooo Birr'ooo Birr'ooo

6,224 2,071 2,624

6,224 2,071 2,624
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13a

72

Deferred income tax assets and liabilities, deferred income tax charge/(credit) in profit or loss ("P/L), in equity and other comprehensive income

are attributable to the following items:

Deferred income tax
assets/(liabilities):

Property, plant and equipment

Provisions

Unrealised exchange gain

Tax losses charged to profit or loss

Post employment benefit obligation

Total deferred tax assets/(liabilities)

Deferred income tax
assets/(liabilities):

Property, plant and equipment

Provisions

Unrealised exchange gain

Tax losses charged to profit or loss

Post employment benefit obligation

Total deferred tax assets/(liabilities)

Cash and Cash Equivalents
Cash and balances with banks
Cash in hand local currency

Cash in hand foreign currency
Placement with other Institutions

Deposits with foreign banks
Balance held with National Bank of Ethiopia

Maturity analysis

Current
Non-Current

Berhan Bank Annual Report 2017/18

Credit/ (charge) Credit/
At1July toP/L (charge) to
2017 equity 30 June 2018
Birr'ooo Birr'ooo Birr'ooo Birr'ooo
6,685 246 - 6,930
(4,613) (8,541) = (13,154)
2,071 (8,295) - (6,224)
Credit/ (charge) Credit/
At1July to P/L (charge) to 30 June
2016 equity 2017
Birr'ooo Birr'ooo Birr'ooo Birr'ooo
5,431 1,254 = 6,685
(2,807) (1,806) = (4,613)
2,624 (552) - 2,071
30 June 2018 | | 30 June 2017 1 July 2016
Birr'ooo Birr'ooo Birr'ooo
1,336,106 1,164,355 754,657
26,848 13,205 7,907
629,793 316,998 159,397
251,972 328,991 262,874
431,997 204,730 118,126
2,676,716 2,028,280 1,302,961
30 June 2018 | | 30 June 2017 1 July 2016
Birr'ooo Birr'ooo Birr'ooo
2,244,719 1,823,550 1,184,834
431,997 204,730 118,126
2,676,716 2,028,280 1,302,960
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14

14a

14b

30 June 2018

30 June 2017

1 July 2016

Birr'ooo Birr'ooo Birr'ooo
Due from Banks & Other Financial Institutions :
ATM Settlement-Off Us 9,096 6,125 4,681
Cheque Clearance-Outward 7,319 6,251 6,470
Foreign Currency Receivable 27,689 91,274 66,391
44,104 103,650 77,542
30 June 2018 30 June 2017 1 July 2016
Birr'ooo Birr'ooo Birr'ooo
Loans and advances
Loans and advances to customers
Agriculture 18,881 21,463 6,013
Transport 467,556 529,039 362,289
Hotel and Tourism 259,911 258,649 163,189
Import 463,873 489,562 460,297
Export 1,326,403 973,495 646,650
Manufacturing 579,388 358,609 224,266
Domestic trade and services 1,801,938 1,330,310 1,053,397
Building and construction 1,507,056 1,077,273 719,740
Personal loan 264,320 59,761 41,336
Staff loan 502,119 307,779 105,082
Gross amount 7,191,445 5,405,940 3,782,259
Less: Impairment allowance (note 15b)
Specific impairment 15,504.21 (11,932) -
Collective impairment (87,223) (65,616) (56,949)
7,088,719 5,328,391 3,725,309
Less :
Interest in suspense 13,181 6,446 -
Staff Loan Market Interest Adjustment (34,855) (53,626) (12,183)
Net Loan Balance 7,067,045 5,281,211 3,713,126
Maturity analysis 30 June 2018 30 June 2017 1 July 2016
Birr'ooo Birr'ooo Birr'ooo
Current 2,252,075 1,860,556 1,752,264
Non-Current 4,952,552 3,551,830 2,029,995
7,204,626 5,412,386 3,782,259
Impairment allowance for loans and advances
A reconciliation of the allowance for impairment losses for loans and receivables by class, is as follows:
Individual allowance for As at 1 July As at 30 June| [Charge for the As at 30 June
impairment 2016 [Charge for the year 2017 year 2018
Birr'ooo Birr'ooo Birr'ooo Birr'ooo Birr'ooo
Specific Agriculture - - - - -
Specific Transport - - - - -
Specific Hotel and tourism - - - - -
Specific Import - - - - -
Specific Export - - = (6,538) (6,538)
Specific Manufacturing - - (11,932) 11,932
Specific Domestic trade and industry - - - - -
Specific Building and construction - - - (8,966) (8,966)
Specific Personal loan - - - - -
Specific Staff loan - - - - -
- - (11,932) (3,573) (15,504)
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Collective allowance for As at 1 July As at 30 June| [Charge for the As at 30 June
impairment 2016 [Charge for the year 2017 year 2018
Birr'ooo Birr'ooo Birr'ooo Birr'ooo Birr'ooo
Allowance For Impairment - Agriculture (92) 272 (364) 69 (295)
Allowance For Loan Impairment - Transport (3,673) 1,718 (5,391) (858) (6,249)
Allowance For Loan Impairment -Hotel And Tourism(1,285) 497 (1,782) (63) (1,846)
Allowance For Loan Impairment - Import (5,500) (1,636) (3,865) (4) (3,869)
Allowance For Loan Impairment - Export (15,877) (2,336) (13,540) (7,594) (21,134)
Allowance For Loan Impairment - Manufacturing (1,606) 2,203 (3,809) 1,093 (2,716)
Allowance For Loan Impairment - DTS (15,141) 912 (16,053) (10,442) (26,495)
Allowance For Loan Impairment -Building And Con(12,013) 4,560 (16,573) (2,075) (18,648)
Allowance For Loan Impairment - Personal (568) 708 (1,277) (1,202) (2,479)
Allowance For Loan Impairment - Staff Loan (1,195) 1,767 (2,962) (531) (3,493)
(56,949) 8,667 (65,616) (21,606) (87,223)
Total - Impairment (56,949) (8,667) (77,548) (25,179) (102,727)
30 June 2018 30 June 2017 1 July 2016
Birr'ooo Birr'ooo Birr'ooo
Investment securities
Bonds and Bills 3,029,999 2,205,665 1,588,120
Equity Investments 21,212 20,485 19,485
Less:
Impairment allowance- Equity Investment (2,264) (1,553) (617)
Net Equity Investments 18,948 18,932 18,868
3,048,947 2,224,597 1,606,988
Maturity analysis 30 June 2018 | 30 June 2017 1 July 2016
Birr'ooo Birr'ooo Birr'ooo
Current 3,029,999 2,205,665 1,588,120
Non-Current 18,948 18,932 18,868
3,048,947 2,224,597 1,606,988

The Bank holds equity investments in Ethio Switch S.C. of 5.26% (30 June 2017: 5.26%, 1 July 2016: 5.26%), Berhan Insurance S.C. of 4.27% (30
June 2017: 4.27%, 1 July 2016: 4.27%) and Premier Switch Solution S.C of 3.21% (30 June 2017: 3.21%, 1 July 2016: 3.21%).For current year
equity investment on Ethio Switch S.C. of 5.55% (30 June 2018), Berhan Insurance S.C. of 3.90% (30 June 2018) ,Premier Switch Solution S.C of
3.21% (30 June 2018) and Debo Micro Finance S.C 8.33% (30 June 2018). These investments are unquoted equity securities measured at cost.

The fair value of the unquoted equity securities carried at cost cannot be reliably estimated as there are no active market for these financial
instruments; they have therefore been disclosed at cost less impairment.

Restricted Fund Balance

30 June 2018 | 30 June 2017 1 July 2016
Birr'ooo Birr'ooo Birr'ooo
542,000 376,000 255,000

The restricted fund balance represents 5% of deposit balance maintained with National Bank of Ethiopia.
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17

Other assets 30 June 2018 30 June 2017 1 July 2016
. . Birr'ooo Birr'ooo Birr'ooo
Financial assets
Other Receivables 238,943 127,440 76,228
238,943 127,440 76,228
Non-financial assets
Prepayments 180,227 139,432 79,218
Prepaid Staff Benefits 46,569 57,056 13,223
226,796 196,488 92,441
Gross amount 465,739 323,928 168,669
Less :
Impairment allowance for Other assets 22,313 8,832 9,896
Net amount 443,426 315,096 158,773
Maturity analysis 30 June 2018 30 June 2017 1 July 2016
Birr'ooo Birr'ooo Birr'ooo
Current 443,426 315,096 158,773
Non-Current - - -
443,426 315,096 158,773
Impairment allowance on other assets
A reconciliation of the allowance for impairment losses for other assets is as follows:
30 June 2018 30 June 2017 1 July 2016
Birr'ooo Birr'ooo Birr'ooo
Balance at the beginning of the year 8,832 9,896 -
(Reversal)/charge for the year (note 10) 13,481 (1,064) -
Balance at the end of the year 22,313 8,832 9,896
Inventory
A breakdown of the items included within inventory is as follows:
30 June 2018 30 June 2017 1 July 2016
Birr'ooo Birr'ooo Birr'ooo
Sundry materials 4,060 2,798 1,047
Check books 2,767 1,499 873
Stationary 2,061 1,320 787
Printed materials 3,585 2,041 420
Draft and CPO 157 79 48
Accessories 10 65 11
Revenue stamp 20 132 7
Cleaning and sanitation o 81 -
Less: Allowance for Inventory Write-Down (93) (354) (204)
12,568 8,562 2,988
Non current assets held for sale 30 June 2018 30 June 2017 1 July 2016
Birr'ooo Birr'ooo Birr'ooo
Assets Held for Sale 7,486 11,597 5,525
Less:
Allowance for Impairment Assets Held for Sale (320) - -
7,166 11,597 5,525

The non current assets held for sale comprises repossed colletarals which are two motor vehicles and four buildings. The buildings are not
impaired while the two vehicles showed decrease in value as indicated by the fair value assessment.

Investment property

Investment property is made up of properties held to earn rentals and/or for capital appreciation, and are accounted for using the fair value
model. Investment properties are revalued annually and are included in the statement of financial position at their open market values. These
values are supported by market evidence and are determined by external professional valuers with sufficient experience with respect to both the
location and the nature of the investment property.

Any gain or loss resulting from either a change in the fair value or the sale of an investment property is immediately recognised in profit or loss
within change in fair value of investment property. However, the bank used its internal valuer to assess the fair value of its investment property
because there is scarcity of professional valuers and also the value of the building is not significant.

Rental income and operating expenses from investment property are reported within revenue and other expenses.The rental income from the
investment property for 30-June-2018 was Birr 169,382.60, and for 30-June-2017 Birr 118,173.90. The operating expense incurred in connection
with the investment property was minimal.
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30 June 2018 | 30 June 2017 o1 July 2016
Birr’ooo Birr’ooo Birr’ooo
Balance as at the beginning of the year 2,562 1,842 1,842
Transfer (from) / to Asset held for sale - - -
Fair value gain/(loss) on investment property 196 720 -
Balance at the end of the year
2,758 2,562 1,842

The fair value of investment property was determined by reference to the market prices of similar properties of the type and in the area in which
the property is situated. The property comprise of one condominium units .

The table below analyses the non-financial assets carried at fair value, by valuation method. The different levels have been defined as follows:

Quoted prices (unadjusted) in active markets for identical assets or liabilities (Level 1).
Inputs other than quoted prices included within level 1 that are observable for the asset or liability,
either directly (that is, as prices) or indirectly (that is, derived from prices) (Level 2)

+ Inputs for the asset or liability that are not based on observable market data (that is, unobservable inputs) (Level 3).

Level 1 Level 2 Level 3 Total

Birr’ ooo Birr’ ooo Birr’ ooo Birr’ ooo
As at 30 June 2018
Investment properties - 2,758 - 2,758
As at 30 June 2017
Investment properties - 2,562 - 2,562
As at 01 July 2016
Investment properties - 1,842 - 1,842

Valuation technique used to derive level 2 fair value on investment property has been valued on the basis of highest and best use that is Market
Value for existing use. Leasehold considerations and tenancies have been reflected in the valuation.
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18 Intangible Assets Computer software
Birr'ooo
Cost:
As at 1 July 2016 8,603
Acquisitions -
Reclassifications -
As at 30 June 2017 8,603
As at 1 July 2017 8,603
Acquisitions -
Reclassifications -
As at 30 June 2018 8,603
Accumulated amortisation and impairment losses
As at 1 July 2016 6,268
Amortisation for the year 830
Impairment losses -
As at 30 June 2017 7,008
As at 1 July 2017 7,008
Amortisation for the year 484
Impairment losses -
As at 30 June 2018 7,582
Net book value
As at 1 July 2016 2,425
As at 30 June 2017 1,595
As at 30 June 2018 1,111
Buildings Motor | | Office and| [Furniture and Computer Total
vehicles other fittings and
lequipment] accessories
Birr'ooo Birr'ooo Birr'ooo Birr'ooo Birr'ooo Birr'ooo
19 Property, plant and equipment
Cost:
As at 1 July 2016 - 38,929 27,424 24,375 21,646 112,374
Additions 12,722 39,367 32,77 19,661 9,711 114,231
Reclassifications - - 4,668 1,776 (402) 6,042
Disposals - - E - - -
As at 30 June 2017 12,722 78,296 64,862 45,812 30,955 232,647
As at 1 July 2017 12,722 78,296 64,862 45,812 30,955 232,647
Additions 932 17,603 22,372 13,394 9,634 64,025
Disposals - (1,361) E - - (1,361)
Reclassification - - E - - -
As at 30 June 2018 13,654 94,628 87,234| 59,206 40,589 295,311
Accumulated amortisation and impairment losses
As at 1 July 2016 - 9,099 9,125 4,740 9,369 32,333
Impairment Loss 41 41
As at 1 July 2016 9,099 9,166 4,740 9,369 32,374
Charge for the year - 4,853 6,539 3,640 3,466 18,498
Impairment Loss 191 8 36 276
Disposals - - E - - -
As at 30 June 2017 - 13,952 15,896 8,388 12,871 51,148
As at 1 July 2017 - 13,952 15,896 8,388 12,871 51,107
Charge for the year 249 8,445 10,515 5,230 4,468 28,907
Impairment Loss 39 - 25 341
Disposals - (682) - - - (682)
As at 30 June 2018 249 21,715 26,450 13,618 17,364 79,396
Net book value
As at 1 July 2016 - 29,830 18,258 19,635 12,277 80,000
As at 30 June 2017 12,722 64,344 48,9606 37,424 18,084 181,540
As at 30 June 2018 13,405 72,913 60,784 45,588 23,225 215,914
The gross carrying amount of fully depreciated still in use are as follows:
Buildings Motor | | Office and| [Furniture and Computer
vehicles other fittings and
lequipment accessories
As at 1 July 2016 10| o
As at 30 June 2017 19 4
As at 30 June 2018 23| 68
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20 Liabilities
20a Due to Banks & Other Institutions

Cheque Clearance-Inward
ATM Settlement-On Us

20b Deposits from customers

Demand deposits
Savings deposits
Time deposits

30June 2018  [30 June 2017 1 July 2016
Birr'ooo Birr'ooo Birr'ooo
7,861 20,014 21,161

19,462 9,453 12,132
27,323 29,467 33,293

30 June 2018 |30 June 2017 1 July 2016

Birr'ooo Birr'ooo Birr'ooo
3,967,477 3,127,678 2,576,096
5,772,120 3,567,279 2,226,592
1,122,083 975,151 514,397
10,861,680 7,670,108 5,317,085
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30 June 2018

30 June 2017

1 July 2016

Birr'ooo Birr'ooo Birr'ooo
Borrowings - 75,000 -
30 June 2018 30 June 2017 1 July 2016
Birr'ooo Birr'ooo Birr'ooo
Margins held on letters of credit 314,518 368,411 296,357
30 June 2018 30 June 2017 1 July 2016
Birr'ooo Birr'ooo Birr'ooo
Other liabilities
Banking instruments payables 161,171 138,371 154,472
Unearned Income 132,499 69,727 29,406
Tax and Other Obligations 24,462 17,690 11,661
Sundry payables 171,247 155,875 195,167
Interest payable on demand deposits 2,710 552 71
Gross amount 492,089 382,215 390,777
Provisions
30 June 2018 30 June 2017 1 July 2016
Birr'ooo Birr'ooo Birr'ooo
Leave Pay 10,188 12,646 6,651
Bonus Payable 48,436 35,208 23,490
58,624 47,854 30,141
30 June 2018 30 June 2017 1 July 2016
Birr'ooo Birr'ooo Birr'ooo
Retirement benefit obligations
Defined benefits liabilities:
Severance pay Note 20 (f) 43,848 15,378 9,357
Liability in the statement of financial position 43,848 15,378 9,357
Income statement charge included in personnel expenses:
Severance costs Note 20(f) 6,245 4,315 9,357
Total defined benefit expenses 6,245 4,315 9,357
Remeasurements for:
Remeasurement gains/(losses) Note 20(f) - 22,659.00 (1,706) -
(22,659) (1,706) -

The income statement charge included within personnel expenses includes current service cost, interest cost, past service costs on

the defined benefit schemes.

Maturity analysis 30 June 2018 30 June 2017 1 July 2016
Birr'ooo Birr'ooo Birr'ooo

Current - - -
Non-Current 43,848 15,378 9,357
43,848 15,378 9,357

Severance pay

The Bank operates an unfunded severance pay plan for its employees who have served the Bank for 5 years and above and are below
the retirement age (i.e. has not met the requirement to access the pension fund). The final pay-out is determined by reference to
current benefit’s level (monthly salary) and number of years in service and is calculated as 1 month salary for the first year in
employment plus 1/3 of monthly salary for each subsequent in employment to a maximum of 12 months final monthly salary.

Below are the details of movements and amounts recognised in the financial statements:

30 June 2018 30 June 2017 1 July 2016

Birr'ooo Birr'ooo Birr'ooo

Liability recognised in the financial position 43,848 15,378 9,357

30 June 2018 30 June 2017 1 July 2016

Amount recognised in the profit or loss Birr'ooo Birr'ooo Birr'ooo

Current service cost 6,245 2,605 9,357
Interest cost - 1,710 -

6,245 4.315 9.357
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20g Retirement benefit obligations (Contd)

C Amount recognised in other comprehensive income:
Remeasurement (gains)/losses arising from changes in demographic
assumptions
Remeasurement (gains)/losses arising from changes in the financial
assumptions
Remeasurement (gains)/losses arising from loss experience

15,240 -3,607 -
7,419 5,313 -
22,659 1,706 -

The movement in the defined benefit obligation over the years is as follows:

At the beginning of the year
Current service cost

Interest cost

Remeasurement (gains)/ losses
Benefits paid

At the end of the year

The significant actuarial assumptions were as follows:

i) Financial Assumption Long term Average

Discount rate (p.a)
Long term salary Increase rate (p.a)

ii) Mortality in Service

30 June 2018

30 June 2017

1 July 2016

Birr'ooo Birr'ooo Birr'ooo
15,378 9,357 7,537
3,610 2,605 1,820

2,635 1,710

1,706
21,623 15,378 9,357
30 June 2018 30 June 2017 1 July 2016
Birr'ooo Birr'ooo Birr'ooo
13.03% 14.25% 14.30%
12.00% 9.70% 11.60%

The rate of mortality assumed for employees are those according to the British A49/52 ultimate table published by the Institute of
Actuaries of England. These rates combined are approximately summarized as follows:

Age

20-24
25-29
30-34
35-39
40-44
45-49
50-54
55-59
60-64

20h Retirement benefit obligations (Contd)
iii) Withdrawal from Service
The withdrawal rates are as summarised below :
Age

Less than 20
21-25
26-30
31-35
36-40
41-45
46-50

Above 51

21 Ordinary share capital

Authorised:
Ordinary shares of Birr 1,000 each

Issued and fully paid:
Ordinary shares of Birr 1,000 each

Mortality rate
Male

0.31%
0.30%
0.36%
0.41%
0.52%
0.45%
0.63%
0.98%
1.54%

Female

0.22%
0.23%
0.31%
0.28%
0.32%
0.43%
0.63%
0.98%
1.54%

Resignation rates per annum

0.00%
15.00%
12.50%
10.00%

7.50%

5.00%

2.50%

0.00%

30 June 2018 30 June 2017 1 July 2016
Birr'ooo Birr'ooo Birr'ooo
1,709,050 1,396,123 730,617
1,709,050 1,306,123 730,617

As at 30 June 2018, the authorised share capital of the Bank comprised of 2,000,000 ordinary shares with a par value of Birr 1000.
The issued shares as at 30 June 2017 are 665,505 and 1,396,123 are fully paid. Issued and fully paid ordinary shares, which have a
par value of Birr 1000, carry one vote per share and carry a right to dividend.

The holders of ordinary shares are entitled to receive dividends as declared from time to time and are entitled to one vote per share

at General Meetings of the Bank.
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22

23

24

Retained earnings

At the beginning of the year
Profit / (loss) for the year
Transfer to legal reserve
Dividend provided for / paid
Deferred Tax adjustment

At the end of the year

Legal reserve

At the beginning of the year
Transfer from profit or loss

At the end of the year

30 June 2018 30 June 2017

Birr'ooo Birr'ooo
214,376 173,092
327,846 317,192

(80,921) (87,155)

(261,464) (189,305)
8,295 552
208,132 214,376

30 June 2018 30 June 2017

Birr'ooo Birr'ooo
227,469 140,314
80,921 87,155
308,390 227,469

The NBE Directive No. SBB/4/95 requires the Bank to transfer annually 25% of its annual net profit to its legal reserve account until
such account equals its capital. When the legal reserve account equals the capital of the Bank, the amount to be transferred to the

legal reserve account will be 10% (ten percent) of the annual net profit.

Other Reserves:

Other comprehensive income :
Remeasurement Gain or Loss on Defined Benefit Plans

Income tax relating to Other comprehensive income :

Remeasurement Gain or Loss on Defined Benefit Plans

Net Other comprehensive income :

Remeasurement Gain or Loss on Defined Benefit Plans

30 June 2018 | 30 June 2017 1 July 2016
Birr'ooo Birr'ooo Birr'ooo
(23,894) (1,706) =
-23,894 (1,706) -
(7,168) (512) =
-7,168 -512 -
(16,726) (1,194) =
(16,726) (1,194)
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25 Earnings per share

30 June 2018 30 June 2017
Notes Birr'ooo Birr'ooo
Net profit attributable to ordinary equity holders 327,846 317,192
Weighted average number of ordinary shares 1,610,442 1,042,159
Earnings per share 20.36 30.44

Basic earnings per share (EPS) is calculated by dividing the net profit for the year attributable to ordinary equity holders of the Bank

by the weighted average number of ordinary shares outstanding during the year.
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26

Related party transactions

Parties are considered to be related if one party has the ability to control the other party or exercise significant
influence over the other party in making financial or operation decisions, or one other party controls both.

There are other companies which are related to Berhan Bank through common shareholdings or common
directorships.

In the normal course of business, a number of banking transactions are entered into with related parties i.e. staff,
directors, their associates and companies associated with directors. These include loans, deposits and foreign
currency transactions. Loans and advances to customers include loans and advances to staff and to companies
associated with directors. Contingent liabilities include guarantees and letters of credit for companies associated

with directors.

A number of transactions were entered into with related parties in the normal course of business. These are
disclosed below:

26a Loans and advances

30 June 2018 | 30 June 2017 July 2016
Birr'ooo Birr'ooo Birr'ooo

Companies associated with directors
At the beginning of the year 37,603 22,573 12,518
Net movement during the year 57,539 15,031 10,054
At the end of the year 95,142 37,603 22,573

Guarantees and letters of credit to
companies associated with directors

The above outstanding balances arose from the ordinary course of business and are substantially on the same
terms, including interest rates and security, as for comparable transactions with third-party counterparties.

30 June 2018 |30 June 2017 1 July 2016
Birr'ooo Birr'ooo Birr'ooo
Directors
At the beginning of the year 51,728 46,223 5,110
Net movement during the year (14,266) 5,505 41,113
At the end of the year 37,462 51,728 46,223
Guarantees and letters of credit to directors - - -
These loans and advances are performing and are adequately secured.
26b Deposit by Directors and key management personnel
30 June 2018 |30 June 2017 1 July 2016
Birr'ooo Birr'ooo Birr'ooo
At the beginning of the year 663 710 1,842
Net movement during the year 310 47 (1,132)
At the end of the year 973 663 710
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26¢c Key management compensation

Key management has been determined to be the members of the Board of Directors and the Executive
Management of the Bank. The compensation paid or payable to key management is shown. There were no sales
or purchase of goods and services between the Bank and key management personnel as at 30 June 2018.

30 June 2018 |30 June 2017 (|1 July 2016

Birr'ooo Birr'ooo Birr'ooo

Salaries and other short-term employee benefits 19,602 10,543 4,262
Post-employment benefits - - -
Termination benefits - - -

Sitting allowance 662 555 1,047
Other expenses 11 6 -

20,275 11,104 5,309

26d Directors and employees

i) The average number of persons (excluding directors) employed by the Bank during the year was as follows:
30 June 2018 |30 June 2017 (|1 July 2016
Number Number Number
Professionals and High Level Supervisors 27 7 45
Semi-professional, Administrative and Clerical 178 460 297
Technician and Skilled - 7 10
Manual and 286 553 353
491 1,093 705
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ii)

27

27a

27b

28

The table below shows the number of employees (excluding directors), who earned over Birr 10,000 as

emoluments in the year and were within the bands stated.

30 June 2018 30 June 2017 1 July 2016

Birr'ooo Birr'ooo Birr'ooo

10,000 - 30,000 834 362 157
30,001 - 50,000 27 - -
50,001 - 100,000 - - -
Above 100,000 - - -

861 362 157

Contingent liabilities

Claims and litigation

The Bank is a party to numerous legal actions brought by different organizations and individuals arising from its
normal business operations. The maximum exposure of the Bank to these legal cases as at 30 June 2018 is Birr
15.59 million (30 June 2017: Birr 6.66 million , 1 July 2016: Birr 17.93 million ). No provision has been made in
the financial statements as the Directors believe that it is not probable that the economic benefits would flow out
of the Bank in respect of these legal actions.

A tax assement was conducted by the Ethiopian Revenue and Customs Authority covering the fnancial year form
2002EC TO 2006 EC .As a result of the assesment additional taxes, interest and penalty amounting to Birr 33.15
million was levied by the tax office. The bank has appealed federal high court against the additional taxes. An
amount equivalent to fifty percent of the disputed amount has been deposited with the tax authority. The bank is
awaiting the court's decision and the claim has been disclosed by management as a contingent liability.

Claims by the bank
The bank has instituted suits against third parties arising from the normal course of business

The possible claim arising from settlement of these cases as at 30 June 2018 is Birr 32.80 ( 30 June 2017 : Birr
24.24 million , 01 July 2016 : Birr 7.09 million )

Guarantees and letters of credit

The Bank conducts business involving performance bonds and guarantees. These instruments are given as a
security to support the performance of a customer to third parties. As the Bank will only be required to

meet these obligations in the event of the customer's default, the cash requirements of these instruments are

expected to be considerably below their nominal amounts.

The table below summarises the fair value amount of contingent liabilities for the account of customers:

30 June 2018 30 June 2017 1 July 2016

Birr' 000 Birr' 000 Birr' 000

Guarantees issued and outstanding 7,435,721 2,821,501 1,675,855
Commitments on lettes of credit net of margin paid 118,652 125,548 245,767
Loans approved but not disbursed 103,977 62,678 77,523
7,658,349 3,009,728 1,999,145

Commitments

The Bank has commitments, not provided for in these financial statements, of 30 June 2018 Birr 142.36 million
(30 June 2017: Birr 153.28 million, 1 July 2016: Birr 75,597,413) for purchase of various capital items.
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29

30

Operating lease commitments - Bank as lessee

The Bank leases various properties under non-cancellable operating lease agreements. The lease terms are
between one and five years, and majority of these lease agreements are renewable at the end of each lease period

at market rate.

The future aggregate minimum lease payments under non-cancellable operating leases are as follows:

30 June 2018 |30 June 2017 | | 1 July 2016
Birr'ooo Birr'ooo Birr'ooo
No later than 1 year 83,622 63,427 40,707
Later than 1 year and no later than 2 years 51,181 72,018 36,848
Later than 2 years but not later than 5 years 39,974 863
Total 174,777 136,308 77,555

Events after reporting period

In the opinion of the Directors, there were no significant post balance sheet events which could have a material
effect on the state of affairs of the Bank as at 30 June 2018 and on the profit for the period ended on that date,

which have not been adequately provided for or disclosed.
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31 First-time adoption of IFRS for the Bank

These financial statements, for the year ended 30 June 2018, are the first the Bank has prepared in accordance with International Financial
Reporting Standards (IFRS) as issued by the International Accounting Standards Board (TASB).

For periods up to and including the year ended 30 June 2017, the Bank prepared its financial statements in accordance with its accounting
framework. Accordingly, the Bank has prepared financial statements which comply with IFRS applicable for periods ending on or after 30
June 2018, together with the comparative period data as at and for the year ended 30 June 2017, as described in the summary of significant
accounting policies.

In preparing these financial statements, the Bank’s opening statement of financial position was prepared as at 1 July 2016, the Bank’s date
of transition to IFRS. This note explains the principal adjustments made by the Bank in restating its financial statements prepared under the
previous framework, including the statement of financial position as at 1 July 2016 and the financial statements as at and for the year ended
30 June 2017.

In preparing its opening IFRS statement of financial position, the Bank has adjusted amounts reported previously in financial statements
prepared in accordance with Generally Accepted Accounting Principles (GAAP) of Ethiopia and the Commercial code of 1960. An
explanation of how the transition from GAAP to IFRS has affected the Bank's financial position, financial performance and cash flows is set
out in the following tables and the notes that accompany the tables.

The most significant IFRS impact for the Bank resulted from the implementation of IAS 39 Financial Instruments: Recognition and
Measurement which requires the bank to classify its financial instruments into available for sale, fair value through profit and loss, loans
and receivables and held to maturity. Also the impairment of financial assets only in cases where there is objective evidence of impairment
as a result of one or more loss events that occurred after the initial recognition of the asset (referred to as an "incurred loss" model).

In preparing these financial statements in accordance with IFRS 1, the Bank has applied the mandatory exceptions from full retrospective
application of IFRS. The optional exemptions from full retrospective application selected by the Bank are summarised below.

Exemptions applied

IFRS 1 allows first-time adopters certain exemptions from the retrospective application of certain requirements under IFRS. Following from
the principles underpinning IFRS 1, the Bank has applied the following exemptions:

(a) Deemed cost for property, plant and equipment and intangible assets

Property, plant and equipment and intangible assets were carried in the statement of financial position prepared in accordance with
previous framework using historical cost. The Bank has re-calculated the useful life and salvage value of all the items in use retrospectively.

(b) Leases

Banks are required to determine whether an arrangement contains a lease based on the facts and circumstances existing on 1 July 2016. Any
contracts that exist would result in a classification based on the facts and circumstances that exist at transition date.
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(¢) Designation of Previously Recognised Financial Instruments
Applying this exemption means that Banks is permitted to designate a financial asset as available-for-sale at the date of transition to IFRS.
The Bank has designated unquoted equity instruments held at 1 July 2016 as available-for-sale investments.

(d) Fair value measurement of financial instruments at initial recognition
Banks may apply the requirements to recognise day 1 gain or loss prospectively to transactions entered into on or after the date of transition

to IFRS. This will result in no gain or loss being recognised on the initial recognition of a financial asset or financial liability held prior to 1
July 2016.

Exceptions applied
(a) Estimates
Estimates made in accordance with IFRSs at the date of transition to IFRSs should be consistent with estimates made for the same date in

accordance with previous GAAP (after adjustments to reflect any difference in accounting policies), unless there is objective evidence that
those estimates were in error or where application of previous framework did not require estimation such as post-employment benefits.

(b) De-recognition of financial assets and financial liabilities
This exception exempts a first time adopter from full retrospective application of the de-recognition rules in IAS 39, ‘Financial instruments:

Recognition and measurement’, for all financial assets and liabilities derecognised before 1 January 2004 or transition date. Therefore,
financial assets and liabilities derecognised before 1 July 2016 are not re-recognised under IFRS.
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32 Reconciliation of Statement of total comprehensive income for the year ended 30 June 2017

IFRS as at 30
. (?AAP Reclassification | Remeasurement June 2017
Notes Birr’ 000 |Bjr1'000 Birr'ooo Birr'ooo

Interest income A 687,936 . 5197 693,133
Interest Expenses (227,462) : - (227,462)
Net interest income 460,474 - 5,197 465,671
Fee and commission income B 398,494 E (34,865) 363,628
Fee and commission expense (4,521) E - (4,521)
Net fees and commission 393,973 E (34,865) 359,107
income
Other operating income C 78,336 - 720 79,056
Total operating income 932,783 . (28,949) 903,834
Loan impairment charge D (21,129) E 530 (20,599)
Impairment losses on other - . - -
Net operating income 911,654 . (28,418) 883,235
Personnel expenses E (282,999) (12,719) (295,719)
Amortisation of intangible assets ~ F (650) - (179) (829)
Depreciation and impairment of G (18,411) 87) (18,498)
property, plant and equipment
Other operating expenses H (138,181) . (1,322) (139,503)
Profit before tax 471,413 E (42,726) 428,686
Income tax expense (122,793) : 11,299 (111,494)
Profit after tax 348,620 - (31.427) 317,192 |
Other comprehensive income (OCI) net on income tax
Ttems that will not be subsequently reclassified into profit or loss:
Remeasurement gain/(loss) on I - (1,194) (1,194)
retirement benefits obligations
Deferred tax (liability)/asset on
remeasurement gain or loss

- - (1,194) (1,194)
Total comprehensive income for the period 348,620 - (225621) %1%998

—_—— e
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33 Reconciliation of equity

33a Reconciliation of equity as at 30 June 2017

Notes
ASSETS

Cash and balances with banks

Due from Banks & Other Financial Institutions
Loans and advances J
Financial investments - Available for sale
Financial investments - Loans and receivables
Other assets L
Inventory

Non current assets held for sale

Investment Property - Building
Intangible assets

Property, plant and equipment
Restricted Fund Balance
Deferred tax assets

z=

Total assets

LIABILITIES

Due to Banks & Other Institutions
Deposits from customers 0
Current tax liabilities

Margins held on letters of credit
Borrowings

Other liabilities P
Provisions

Retirement benefit obligations Q
Deferred tax liabilities

Total liabilities

EQUITY

Share capital

Retained earnings R
Legal reserve

Other reserves

Total equity and liabilities

GAAP IFRS as at 30
Reclassification|[Remeasurement |June 2017
Birr'ooo Birr'ooo Birr'ooo Birr'ooo

2,028,280 2,028,280
103650 - 103,650
5,280,792 (8,580) 5,281,212
20,485 (1,553) 18,932
2,177,820 30,748 (2,904) 2,205,664
276,507 38,589 315,096
17,227 (8,311 (354) 8,562

- 11,597 11,597

- 2,562 2,562

1,951 (356) 1,595
157,582 6,647 17,312 181,541
376,000 - 376,000
10,449,294 31,646 53,751 10,534,690
20,466 - = 20,467
7,637,695 - 32,413 7,670,108
122,793 = (14,870) 107,923
368,411 - - 368,411
75,000 o o 75,000
319,186 63,029 382,216
42,433 5,421 47,853

- - 15,378 15,378

= = 2,071 2,071
8,594,984 - 103,442 8,698,427
1,396,123 - = 1,396,123
261,464 - (47,088) 214,376
227,469 > = 227,469
- - (1,706) (1,706)
1,885,056 - (48,794) 1,836,262
10,480,041 - 54,648 10,534,690
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33b Reconciliation of equity as at 1 July 2016

Notes
ASSETS
Cash and balances with banks
Due from Banks & Other Financial Institutions
Loans and advances J

Financial investments - Available for sale
Financial investments - Loans and receivables
Other assets L
Inventory

Non current assets held for sale

Investment Property - Building M
Intangible assets N
Property, plant and equipment

Restricted Fund Balance

Deferred tax assets

Total assets

LIABILITIES

Due to Banks & Other Institutions
Deposits from customers 0
Current tax liabilities

Margins held on letters of credit

Other liabilities P
Provisions

Retirement benefit obligations Q
Deferred tax liabilities

Total liabilities

EQUITY

Share capital

Retained earnings R
Legal reserve

Other reserves

Total equity and liabilities

IFRS as at 1

GAAP Reclassification|[Remeasurement|July 2016

Birr'o00 Birr'o0o Birr'o0o Birr'ooo
1,302,960 - - 1,302,060
77,542 - - 77,542
3,719,793 - (1,234 3,718,559
19,485.00 - 615.69 18,869
1,567,383 23,025 (2,290 1,588,118
151,392 - 1,947 153,339
5,461 (2,269 (204 2,088
- - 5,525 5525
- 1,665 178 1,842
2,602 - (177 2,425
61,761 604 17,635 80,000
255,000 - - 255,000
7,163,379 23,025 20,764 7,207,169
33,293 - - 33,293
5,316,106 - 978 5,317,085
87,083 . (3,571 83,512
296,357 - - 296,357
362,613 - 28,163 390,776
30,716 - (575 30,141
- - 9,357 9,357
- - 2,624 2,624
6,126,169 - 36,976 6,163,146
730,618 - - 730,618
189,305 - (16,213 173,092
140,314 - - 140,314
1,060,237 - (16,213) 1,044,024
7,186,406 - 20,763 7,207,169
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Interest income

Interest and similar income under GAAP

Remeasurement adjustment :

To recognise suspended Interest on non performing loans and advances
To recognise amortised costs on staff loans

To recognise amortised costs on NBE bills

Fee and commission income

Fees and commission income under GAAP
Remeasurement adjustment :
To recognised unearned guarantee fees

Other operating income

Other operating income under GAAP
Remeasurement adjustment :

To recognise fair value gain on investment property
To recognised unearned LC Service Charge

Loan impairment charge

Loan impairment charge under GAAP
Remeasurement adjustment :
To adjust loan impairment in line with IFRS requirements

Personnel expenses

Personnel expense under GAAP

Remeasurement adjustment :

To recognise severance benefit costs

To recognise amortisation of cumulative prepaid employee benefit
To recognise leave pay expense in the period incurred

Amortisation of intangible assets

Amortisation charge under GAAP
Remeasurement adjustment :

To correct amortization charge on intangible assets overstated in line with IFRS

Depreciation and impairment of property, plant and equipment

Depreciation charge on PPE under GAAP

Remeasurement adjustment :

To correct depreciation charge overstated - Furniture and fittings
To correct depreciation charge understated - Office equipment

To correct depreciation charge understated - Computer equipment
To correct depreciation charge understated - Building

To correct depreciation charge overstated - Motor vehicle

Other operating expenses

Other operating expense under GAAP
Remeasurement adjustment :

To recognise -Impairment - Equity Investment
To recognise -Impairment Loss - Property

To recognise -Inventory Write-Down Expense
To recognise -Impairment -Receivables

30 June 2017
Birr'ooo
687,936

1,013
4,798
(614)

693,133

30 June 2017
Birr'ooo

398,494

(34,865)
363,629

30 June 2017
Birr'ooo
81,329

720
(2,994)
79,055

30 June 2017
Birr'ooo

21,129
(530)

20,599

30 June 2017
Birr'ooo

282,999

4,315
2,408
5,996

295,717

30 June 2017
Birr'ooo
650

180
830

30 June 2017
Birr'ooo

18,411

(513)
1,440

536

(145)
(1,231)

18,498

30 June 2017
Birr'ooo
138,182

936

236

150

130,504
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Remeasurement gain/(loss) on retirement benefits obligations

Remeasurement gain/(loss) on retirement benefits obligations under GAAP
Remeasurement adjustment :
To book Remeasurement gain/(loss) on retirement benefits obligations through OCI

Loans and advances to customers

Loans and Advances under previous GAAP

Remeasurement adjustment :

To recognise interest on staff loans computed using market interest rate ( Note A )
To recognise loan impairment

To recognise suspended Interest on non performing loans and advances
Roll over adjustment from prior period

Financial Investments
Equity Investment under previous GAAP
Remeasurement adjustment :

To recognise impairment on equity investment
Roll over adjustment from prior period

Investment securities per IFRS

Investment on NBE Bills under previous GAAP
Remeasurement adjustment :

To recognise amortised cost on NBE bills
Roll over adjustment from prior period

Investment securities per IFRS

30 June 2017

— Birr'ooo
1 1706
_ 1,706
30 June 2017 1 July 2016
Birr'ooo Birr'ooo
5,405,939 3,782,258
(53,626) (12,183)
(77,548) (56,949)
6,446 -
(124,728) (69,132)
5,281,211 3,713,126
30 June 2017 1 July 2016
Birr'ooo Birr'ooo
20,485 19,485
(1553) (617)
(1,553) (617)
18,932 18,868
2,208,568 1,590,411
(2904) (2,290)
(2,904) (2,290)
2,205,665 1,588,120

Under the previous framework, interest on NBE bill was included in other assets. Under IFRS, the interest has been reclassified to the

carrying value of the NBE bills.

The adjustment on treasury bills relates to the recognition of these securities at amortised costs using the effective interest method.

Other assets

Other assets as per previous GAAP

Reclassification :

Reclassification of acquired assets to asset held for sale
Uncleared Balance

Remeasurement adjustment :

To recognise staff loans at fair value
To recognize Suspended Interest Adjustment

Other assets per IFRS

Intangible assets
Intangible assets as per previous GAAP
Remeasurement adjustment :

To correct amortisation charge on intangible assets understated in line with IFRS
Roll over adjustment from prior period

Intangible assets per IFRS

30 June 2017 1 July 2016
Birr'ooo Birr'ooo
276,508 151,392

(11,597) (5,524)

(6,871) (5,751)
57,056 13,223

- 5,433
38,589 7,381
315,096 158,773

30 June 2017 1 July 2016
Birr'ooo Birr'ooo
1,951 2,602

(356) a77)

(356) 77)
1,595 2,425
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N Property, plant and equipment

Property, plant and equipment as per previous GAAP

Reclassification :
Reclassification of Building to investment property

Reclassification of fixed assets in store to property plant and equipment :
Furniture and fittings cost

Office equipment

Computer equipment

Remeasurement adjustment :

To correct depreciation charge overstated - Buildings

To correct depreciation charge overstated - Furniture and fittings

To correct depreciation charge overstated - Office equipment

To correct depreciation chargeOverstated/ (understated) - Computer

To correct depreciation charge overstated - Motor vehicle
Roll over adjustment from prior period

Property plant, and equipment per IFRS

Deposits from customers
Deposits from customers under previous GAAP

Reclassification :
Reclassification adjustment - Accrued interest on deposits from Other liabilities

Deposits from customers per IFRS

30 June 2017

1 July 2016

Birr'ooo Birr'ooo
157,582 61,761
(1,849) (1,849)
1,776 848
4,668 752
(402) 668
145 185
513 4,448
(1,676) 2,207
(536) 2,656
1,231 8,304
20,088
23,958 18,239
181,540 80,000
30 June 2017 1 July 2016
Birr'ooo Birr'ooo
7,637,695 5,316,106
32,413 978
7,670,108 5,317,085

Under the previous GAAP, interest accrued on interest bearing customer deposits were recognises separately as part of other liabilities.
Under IFRS, interest payable is included in the carrying amount of the financial liability giving rise to it. All interest payable was

reclassified to be included in the carrying amount of the financial liabilities giving rise to it.

Other liabilities
Other liabilities as per previous GAAP

Reclassification :
Reclassification adjustment - Accrued interest on deposits from Other liabilities ( Note O )

Remeasurement adjustment :

To amortise guarantee commission and recognise unearned commission income
To amortise LC service charge and recognise unearned income

To amortize Unearned Loan Estimation Fee

Roll over adjustment from prior period

Other liabilities per IFRS

Retirement benefit obligations

Retirement benefit obligation under previous GAAP

Remeasurement adjustment :

To recognise defined benefit obligation arising from severance pay plan
Roll over adjustment from prior period

Retirement benefit obligations per IFRS

30 June 2017 1 July 2016
Birr'ooo Birr'ooo
319,186 362,614
54,571 22,859
7,978 4,983

480 321
63,029 28,163
382,215 390,777
Birr'ooo Birr'ooo
15,378 9,357
15,378 9,357
15,378 9,357
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R Retained earnings

Retained earnings as per previous GAAP
Remeasurement adjustment :

Being adjustment for inventory writedown

Being adjustment for PPE Impairment

Being adjustment for updating excess Loan Interest Suspense carry forward from previous year
Being adjustment to recognise Impairment of Equity Investment

Being adjustment to recognise Loan Interest Suspense

Being adjustment to recognise unearned guarantee fees

Being adjustment to recognise unearned LC Service Charge

Being adjustment to reverse overstated Loan Interest Suspense

Being amortisation of cumulative prepaid employee benefit

To adjust impairment of loans and advances in line with IFRS

To adjust overstated staff leave accrual

To book fair value gain on valuation of investment property

To correct understated depreciation charge on office and other equipment

To correct understated amortisation charge on intangible assets

To correct overstated depreciation charge on computer and accessories

To correct overstated depreciation charge on furniture and fittings

To correct overstated depreciation charge on motor vehicles

To correct overstated depreciation charge on office and other equipment

To correct overstatement of depreciation charge of building

To recognise defined benefit obligation arising from severance pay plan

To recognise staff loans difference between the market rate and the below market interest rate
To recognize deferred taxliability

To recognize loan fees amortization(EIR)

To reconcile accumulated depreciation office and other equipment

To restate NBE bills at amortised cost using the Effective Interest Rate method

Retained earnings per IFRS

Other reserves
Other reserves under previous GAAP

Remeasurement adjustment :
To book Remeasurement gain/(loss) on retirement benefits obligations

Other reserves as per IFRS

30 June 2017

1July 2016

Birr'ooo Birr'ooo
261,464 189,305
(150) (204)
(236) (41)
(640) =
(936) (617)
- 9’582
(31,712) (22,859)
(2,994) (4,983)
1,653 (4,149)
(2,408) (1,292)
530 (1,213)
(5,996) 575
720 178
(1,440) =
(179) a77)
(536) 2,656
513 4,448
1,231 8,304
- 2,282
145 =
(4,315) (9,357)
4,798 2,332
11,851 947
(159) (321)
- (14)
(614) (2,290)
(16,213)
(47,088) (16,213)
214,376 173,092
30 June 2017 1 July 2016
Birr'ooo Birr'ooo
(1706) =
(1,706) -
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Eastern Addis Ababa District

No.
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Branch Name
Airport
Ayat
Balderas
Beshale
Bole
Bole BulBula
Bole M/Alem
Bole Michael
Bulbula Mariam Mazoria
CMC Michael
Enderassie
Flamingo
Gerji
Gerji M/Hail
Goro Filntstone
Gurd Sholla
Hayahulet
Hayahulet Gebriel
Imperial
Karalo
Kebena
Kidest Mariam
Kirkos
Kotebe
Lem Megenagna
Megenagna
Megenagna Adebabay
Mehal Summit
Mehal Wollosefer
Meri
Meshualkia
Meskelflower
Olympia
Semit Condominium
Shala
Shiro Meda

Location
WOMSADCO Building Around Bole Dildiye
Ayat Tafo Road Around Kibir Demena Church
Inside Balderas Condominium
At the back of Saletemeheret Church
TK Building
Leul Building
Behind Edna Mall (Inside Morning Star Mall)
Bole Michael Square Behind Gebeyehu Building

Around Bulbula Mariam Mazoria next to Eney Real state

In front of CMC St. Michael Church

Full Gospel Church Around Kasanchis Total

In front of Flamingo Restaurant

Gerji Condominium around Taxi Tera

Ahadu Building Around Safe Way Supermarket
Inside Filntstone Apartment

Around Beshale Hotel or Athletics

Z Building In front of Debre Damo Hotel

Tsega Business center beside Awraris Hotel
Around Imperial square in front of Checheho Hotel
Around karalo Behind Sega Tera

In front of Kebena Square

Around 5 Kilo Atsie Naod School

Kirkos Market center In front of Kirkos Church
Near to 02 Market

Around Lem Hotel

HYUNDAI Building / Around Diaspora Square
Salite Meheret Road inside Great Commission
Around Safari Square in front of Vision Academy
Medco Bio Medical College Building

In front of School of Tomorrow Ayat Branch
Around Richie Yeabesira Building

Haile Alemesged Araya Building

Amasco Building

Inside Summit Condominium

Around Shala Menafesha Genet Guest House Building

In front of America Embassy

Berhan Bank Annual Report 2017/18

Telephone
011-618 57 32
011-639 05 01
011 - 667 39 86
011-667 76 59
011-618 51 05
011 -471 44 51
011 - 667 26 74
011-33923 11
011 -471 46 30
011 - 667 6192
011 -557 73 97
011 -557 47 93
011 - 639 40 47
011-629 33 35
011 - 829 83 97
011 - 667 59 44
011 - 827 84 88
011 - 667 23 68
011-667 48 13
011 - 668 00 99
011-126 09 42
011-154 41 34
011 - 470 34 21
011 - 667 55 28
011-659 11 69
011 - 66198 88
011 - 666 02 05
011 - 668 22 37
011-470 11 34
011 - 667 81 89
011 - 467 15 86
011-4701453
011-558 07 82
011-833 26 83
011 - 689 34 88
011-126 09 15



BRANCH ADDRESS

No.

37

38
39
40
41
42

43

Branch Name

Sidest Kilo

Urael Branch
Wollo Sefer
Worldvision
Wuha Limat
Yeka Abado

Yerer Ber

Location

Documents Authentication and Registration Office No.4
Building

Around Urael Church Belay Business Center

TK Building

Inside World Vision Head Office

Next to Hadis Alemayehu School

500 m Away from Tafo square in side Yeka Abado Condo-
minium

Around Jakros 200 m away from goro path

Western Addis Ababa District

Branch Name

Addisu Gebeya
Adey Abeba
Akaki
Alemgena
Amedegebeya
Autobis Tera

Ayertena Girar
BekloBet
Bethel

Cinima Ras
Dirtera

Enkulal Fabrica
Furry

Geja Sefer
Genet

Gerefsa Nono
Gojam Bereda
Gotera

Gullele
Habte-Giorgis
Hanna Mariam
Hiwot
Hungnaw Mera

Jemo

Location
Near to Sheger Menafesha
Adey Hotel around saris Addis sefer
Kifeya Financial PLC Building
Aserat Building around Road Authority Enterprise
Merkato in front of Amedegebeya Market

Abenem Business Center In front of Autobis tera Bus
station

Behind Ayertena Girar Condominium

Mekwor Plaza In front of Global Hotel

Near to Bethel Teaching Hospital

Next to Cinema Ras Haji Legesse Building
Dirtera Building behind Tana Shopping Mall
Around Embileta Hotel

Behind NOC gas Station

Around Geja Side inside Geja Kale Hiwot Church
Sied Yasin Building Around Bulgaria

Ashewa Meda behind Yetebaberut gas station
Tesfachin Building Merekato Near the Fourth Police Station
Gotera Condominium Block 45

In front of School of Tomorrow Ayat Branch
Behind Kelifa Building

End 72 Bus Station

Inside Kale - Hiwot Head Office

In front of Military Tera

(Jemo 1) Mark International Academy Building

www.berhanbanksc.com

Telephone
011 - 154 05 28

011 -558 40 75
011-5572478
011-89596 72
011 - 689 60 35
011-872 07 80

011- 667 59 06

Telephone
011-17270 10
011-47076 48
011 - 471 61 07
011 - 387 01 06
011-27819 49
011 - 273 44 39

011-369 47 18
011 -470 41 62
011-349 3199
011-273 3483
011-2133977
011-273 24 06
011-38051 46
011- 273 50 06
011 -554 1594
011-260 10 87
011 - 273 24 42
011 - 47001 46
011 -273 24 29
011-170 60 45
011 - 471 06 61
011-5573754
011 -273 57 43
011-4712234
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BRANCH ADDRESS

No.

25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41

42
43
44

Branch Name
Kality
Kera
Lafto
Lebu
Legehar
Lideta
Mekanisa
Mesalemia
Mierab Merkato
Nifas Silk
0ld Airport
Piassa
Sarbet
Sarisqumuruk
Sefer Selam
SIM
Teklehaimanot

Tulu Dimtu
Wolete
Wossen

Location
KAFDEM Building
Ayalew Building In front of Sofia Mall
Lafto belay AYB Academy Building
In front of Lebu Varniro Apartment Sabey Spring Building
Tewolde and Son's Building
Soliana Commercial Center
Mekan Yesus Building
Honaliat Building
On the back side Mierab Hotel

Mulegie Plc. Building Next to Nifas Silk preparatory School.

Around Menaye Building Zelalem Building

Next to Don Dental Clinic Piassa Yegebeya Makel Building
EGST Building

In front of Ethiopian Customs Authority Kality Branch
Mulunesh Wulqgera Building In front of Ethio Tebib Hospital
Inside SIM Organization Around Tikur Anbessa Hospital

Around Berberie Tera In front of Leyela Building, MZ Build-
ing

Inside the Condominium Compound

Around Wolete Tele Betsi Building

Near Akim Ginbata ( Wossen Grocery)

Central & western Ethiopia District

No.
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Branch Name
Adama
Adama Arada
Ambo
Assela
Assosa
Bedele
Berecha Adama
Bishoftu
Bonga
Burayu
Dembi Dollo
Dukem
Fietch
Gambella

Location
Around Post Office Titas Building
In front of EELPA Kaleb Yegebeya Makel Building
Dawi Metaferia Hotel
Around Kagnew Hotel inside City Mall
Bamboo Hotel
Dabo Ber in front of Autobis Menaharia
Sodere Mewechiya Around Police Station
Around Autobis Menaheria In front of Stadium
Next to Autobis Menaheria
Behind Burayu Municipality
Nebiyu Aguma Building
Yina Grand Hotel Building
Next to Jimma road High way Derbe Building
Care Gambella Shopping Center

Berhan Bank Annual Report 2017/18

Telephone
011 -435 22 22
011 - 467 25 24
011-41911 00
011-471 3142
011 -550 66 43
011 -557 69 61
011 -369 99 31
011-277 58 01
011-273 35 48
011 - 470 83 86
011-38470 26
011 - 826 90 62
011-369 19 29
011-470 70 45
011-273 28 58
011 -557 69 98
011-213 07 66

011 -430 04 80
011-354 03 09
011 - 667 89 08

Telephone
022 - 112 51 05
022 -111 2490
011 - 236 26 67
022 - 238 02 81
057 -77513 53
047 - 445 20 06
022 - 212 37 48
011-43319 84
047 - 331 24 25
011 -260 49 87
057 - 555 06 38
011-43203 24
011-160 99 52
047 - 551 03 61



BRANCH ADDRESS

No.

15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32

Branch Name
Gebre Guracha
Gimbi
Holeta
Jimma
Jimma Aba Jifaar
Mehal Adama
Meki
Mettu
Mizan Teferi
Modjo
Nedjo
Nekemte
Sebeta
Sululta
Teppi
Torban Gerba
Weliso
Wolkitie

Location
Park International Hotel Building
Near to Kebele 03
Around 44 Jalela Building
Jimmity Building in front of kemal Abedela Building
Around Dawero Ber Behind from ses Clinic
Around Ginb Gebeya
Tesfa Building
Around Darefan Hotel
Jimma Ber Mewecha inside Cinodos Building
Around Modjo Mesekelegna Akababi
In front of Eyerusan Hotel
In front of Desalegn Hotel inside Shimles Habte Building
Around Sambusa Bet next to Telecommunication
Around Kajima Construction
Around Teppi Square Next to NOC gas Station
Inside Torban Gerba Market
Melaku Bedada Business Center Building
In front of Total Gas Station Tarikua Foyat Building

North & Eastern Ethiopia District

No.

00 N O LT WN =

10
11
12
13
14
15
16

Branch Name
Abay Mado
Adi Hake
Adi Hawsi
Adigrat
Adwa
Alamata
Axum
Bahirdar

Belay Zeleke

Chiro

Debre Berhan
Debremarkos
Dessie

Dire Dawa

Emperor Thewodros
Gish Abay

Location
Around Abay Mado Market
Next to Planet Hotel Fekrehager Building
Around Adi-Hawsi gebeya
Alem Teklu Hotel Around Mobile Fuel distribution
Around Autobis Menaharia Dega Dig Akababi
Shambel Haddis Debesay Building
Near to Ambassador Hotel

Around Autobis Menaheria next to Mekonen Gebeyehu
Building

Around Koda Tera In front of Debremarkos University

In front of Autobis Menaharia

Next to Bernos Hotel in front of Debrebrehan municipality

Kidus Markos Pharmacy Building

Around Segno Bet Next to Al-Hamudi Tower
Megala Area

Near to Ethiopian Airline Ticket Office
Gashena Building

Telephone
011-13119 96
057 -771 2750
011-261 06 01
047 - 81190 57
047 - 211 43 34
022 -21103 41
022-11818 72
047 - 141 68 55
047 - 13500 00
022 - 336 54 53
057 -774 15 54
057 - 66117 02
011 - 366 21 66
011-16179 20
047 - 556 32 71
011-43004 80
011-366 4113
011-36599 20

Telephone
058 -32110 85
034 - 440 71 00
034 - 241 25 11
034 - 24517 31
034 -27104 32
034-77413 03
034 - 275 39 24
058 - 2221119

058 - 178 01 28
025 - 5513107
011 - 637 51 37
058 - 771 22 62
033-1124578
025 - 411 45 27
058 - 211 00 61
058 - 220 95 68

www.berhanbanksc.com
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BRANCH ADDRESS

No.

17
18
19
20
21

22
23
24
25

26
27
28
29
30
31

Branch Name

Gonder
Harar
Humera
Jigjiga
Kezira

Kombolcha
Logia Semera
Mekelle

Mekelle Hawzen Adeba-

bay
Metehara
Shire
Tana
Tossa
Woldiya
Wukro

Location
In front of Hulegeb Market Center
Shewa Ber In front of ELPA
Haftom Amare Building
Around Africa Hotel in front of Chipan Kitefo Bet

Jovani Barbano Building Besides to Ethiopian Insurance
Company

Belayneh Building

In front of Medanialem Church
Djibruk Area

Behind Hawzen Adebabay

Hailu Beza Building Next to Unique Hotel

Bushira Freweyni and Friends Partner Ships Building
Aziwa PLC Building

Around Autobis Menaharia

Around Lal Hotel In front of Total Gas Station Piassa

Geza Gerlase Building In front of Capital Hotel

South & Western Ethiopia District

No.
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Branch Name

Aleta Wondo
Arab sefer
Arbaminch
Areka
Arsi-Negele
Bale Robe
Batu

Bekoji
Bensa Daye
Boditi

Bule Hora
Butajira
Dawro

Dilla
Durame
Gimbichu
Ginir

Gombora

Location
Tesfaye Workineh Building
Arab Sefer In front of Wolisso Hotel
Around Autobis Menaheria next to Zebib Café
Next to Areka Dubo Hospital
Behaind Tigistu Building
Around Walo Gutu Square
Around Terefe Siga bet next to ELPA
Next to Ibssa Hotel Haji Umer Building
Alemitu Building
In front of Total Gas Station
Around Autobis Menaharia Aklilu Building
Next to Post Office
In front of Autobis Menaharia
Mazoria Lay In front of Ethiopian Insurance Corporation
Next to Autobis Menaheria
Around Ethiopian Power & Electric office
In front of Ethio Telecom
Erkalo Building next to Gombora Hotel

Berhan Bank Annual Report 2017/18

Telephone
058 - 111 23 22
025 - 466 18 47
034 -248 00 70
025 -278 04 91
025 -211 01 01

033 - 55116 67
033 -550 14 49
034 -4402470
034 - 241 56 14

022 - 2261297
034 - 444 36 67
058 -2207874
033 -312 25 39
033 - 431 65 81
034 - 443 42 10

Telephone
046 - 22413 13
046 - 212 52 05
046 - 881 48 44
046 - 552 13 45
046 - 116 30 21
022 - 2442877
046 - 141 00 98
022-3321418
046 - 337 05 84
046 - 559 07 90
046 - 443 14 52
046 -145 55 81
047 - 345 05 36
046 - 131 54 67
046 - 55415 76
046 - 772 06 11
022 - 664 15 40
046 - 178 24 71



No.

19
20
21
22
23
24
25
26
27
28
29
30
31
32

Branch Name
Hadero
Halaba Qulito
Hawassa
Hawassa Menaharia
Hossana
Jinka
Sawula
Shashemene
Shashemene Arada
Shashemene Awasho
Shinshicho
Shone
Wolaita Sodo
Wondo Genet

Location
In front of Wereda police Station
Around Zopichame Kebele
In front of St. Gabriel Square
In front of Autobis Menaharia
Erkalo Abiyo Building
In front of Red Cross Pharmacy
Around Karat belu Cherenet & Tadele Building
Aboto Building around Shalom Juice
Rinzaf Building
Around Addisu Autobis Menaharia next to Seya Hospital
Mulugeta Woeme building In front of Shinshicho Hospital
Near to Shone Hidasse Telecom
Around Bekele Mola Hotel
Inside Kela Kebele Town

Telephone
046 - 432 07 58
046 - 556 18 85
046 - 220 45 54
046 - 220 57 06
046 - 555 25 72
046 - 77518 71
046 - 777 10 83
046 - 110 00 39
046 - 211 44 74
046 - 211 03 08
046 - 379 08 24
046 - 553 04 89
046 - 180 00 35

www.berhanbanksc.com
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h';'ﬁ“:br\ 1PL &Nt ATPNSAPT PHTT PtMe PR 7THA (879,011) (729,572)
&

N7YHAN 1A ATPNLAPT P+1T 017HN &4

P+AM- ARNE ARACFT 21 312,928 665,506
PHhédr BCRPT (261,464) (189,305)
PNEC s (35H) 20A (75,000) 75,000
N7YHN 1A ATPNSLAPT P+7T O+mM P17HN &4 (23,536) 551,201
NMé 17HN AT 8 7IHAN AN-LPTF 00 ARYTH 648,321 725,320
NGaD4 anBans f AL PINZ Méb TIHA AT PMs 7THAN AP 2,028,280 1,302,960
Noao+ NP AL P3P P 77HN TAHY 2,676,601 2,028,280

4AN IARPE P NSLLN+CTF NCL ATINLYF aPANZI® 25/2010 9.9° +4.PRM &L P+RLINFM-:

RBARTFA ML
PRLLNTCT NCE APARING

7
AT ANEYTR AALC
TéHETT

20 gy Nh AT 99RER L7 2010



NCYY NTh A1
P7YHN &NT ARG Aeh,
A.h.h.NN% 30 7 2018 A+MSTP+d- G0

Nve A1PNSAPT PP P 77HN &Nt

TC& haNC Nt

@p+hh P

ATNAR PNEC aPMNNEP A& P

NAART ATLANANT AT AL P+MA aPMmNNE P
PMMLBAMN ANTT ACES INTH

PINLTE PAYIRLF AT PARY /L PPF ACEST AT PAPMNNG P
PAMT PEMODG NPT /DePF

PATDAMA DAL

Pgog™ 91927ag - A INNFARTF INLT N,

PAAD ASPT PPJ Aoy ADMNNG P

PHCA @MA+hn P

PN, &CA

P NLF MIRLF AT ARUYA P AMITE N,

PARNLL NTFA AR PAINNT PATRNLAPT 17HN &N

PNEC AT PPL L N&EP PTA (-T9L)7 PHARLNHTT
AR EIPC

PNEC NART MNNEL ANA sT9Z ($T1)

PR, APPF AT TNLAT (P.P.E) OMNNLP ANA T3¢ ($TR)

AP PHHIE, PR YIPAPR MNTT $TH (FT3L)
PAAT ANET 25R (L)

N YeAPN O+7LM° 7TIHNT TUHT $GR (s9L)
PLYINET +Pems e (PTH)

PATC A& NGQT LML N&EP U8 T4 (PTR)
PAAT ABPT Ml (2TR)

PAAD TNZT TR (FTHL)

PRINNTARYE TNLT - UTR 819D @10 PJ SR (6T94)
NNYF AT AdeT 07THN +299F PARANAN TR (T94)
ANTNTF AT AdeT +2MF Paahd A 4R (s2T94)

PO IOIHS TCE/ DAL

ANGTE PATIAIAT mPIR AOMNNS P T ($TN)
NATPNSAPT P+1LN M& 7THAN

N+néL AN P NLA TINC

P+nLA PF+CE aINC

N A1PNSAPT 0417 P+me Pmd 17HN &Nt
NAPHATIPL &NATF ATPNLAPT P+1T ML 1THN &NAF
P INLFTF IH

P NP NTA NA ATINNTARTTE 609 ($T1)

NANAET AL P+827 AINNTARTF 1N,

NNt AT aPuZPPTF A Pebe 1N,

S hEJon

11
18
19
24

17

14U

14A
19
16rh
16
15U
20A
20A
20rh
16A
17
13A
20U
11
20rh

12A

15
15

A.h.A NN 30
$% 2018

C “000

410,934

25,179
15,799

484
28,907
(22,188)
(9,051)
(196)

(261)

(861)

(94)

(374)
448,277
(1,785,507)

(5,845)
64

4,111
(167,317)
(166,000)
3,191,572
(53,893)
109,759
(4,005)
(196)
59,545
(2,144)
16,770
28,470

(122,793)
1,550,869

(55,714)
(824,334)
(16)
1,053

www.berhanbank.com

A.k.hNNE 30
+7% 2017

N1C"000

428,686

20,599
1,322
830
18,498

640

470,575
(1,623,683)

(683)
236
(6,072)
(120,262)
(121,000)
2,353,023
72,054
(8,562)
(5,574)
(720)
(26,108)
(3,826)
5,355
6,021

(87,083)
903,691

(111,963)
(617,545)
(64)

19



NCYY NTh A

etmé hNT APNPN DIYA6H,
A.RhA.NNL 30 72018 AtMSPem Gan

Ake.h. NATRA 1 9% 2016
PHOD® L&
AA PrManZ M,

ANGHET PATAIAT DI
mMmNN% P 8919° Ant e+77

N, (Dsex) (Re-measurement gains
(loss) on defined benefit plans (net
of tax)

PHCE 89990 919°F - AR Pste PHaRLN
ANF (haNC NEF)

M*$PAA P+man/ PHADYE N,

NATNZSF NPHF NALHFTF dpw/t
PRLTT aNLT

PINLT M PF PA+EMSNT PN
ANt P

AthdA/ AR&P P+HIE BCA
@L IR ®MNNEP P+AAL
@E AfeT MNNELPT PHAAL

®e4t PMAN PO
mp+hnh P

&RC

Ak.h. NAE 30 72017 PINL
Ako.h. NATRA 1 7% 2017
PHOD® L&

AA PHMmanZ N,

PAL+ETF PATAIAT MPIR ARMNNS P
8919° Aht e+77 N, (Dsk-) (Re-mea-
surement gains (loss) on defined ben-
efit plans (net of tax)

M$AA P+MAnZ PHADE M,

NAINZTT NPHT NARHZ T aPw/F
PRLTT aNLT

PINLF M PT PA+EMSNT PN
AT OPbe

P+HNLA/ANGE P P+HIE &CA

aC

L4t PN PRCE  INC
mp+nh P

ML hIP PMNNEL PHAAL

&geC

A.r.h. NAE 30 $7 2017 PINZ

18

EhEL D

22

24

21

22
23

22

22

24

21

22
22

23

NCYT NN A9 G9°3FR 47°CF 2010

e+hdA
PARNAETY
hTF4
N "000

730,617

665,506

665,506
1,396,123
1,396,123

312,927

312,927
1,709,050

P77 N, AA Mo e9oC
11C “000 ||a>mNN<&e (|[a>mnnee ||NC "000
NC “000 || N “000
173,092 - 140,314 [|1,044,023
317,192 - -l 317,192

- (1,706) -1l ,706)
317,192 (1,706) - || 315,486
- - - || 665,506
(189,305) - - 1[(189,305)
(87,155) - 87,155
552
41,284 (1,706) 87,155 || 791,687
214,376 (1,706) 227,469 ||1.836,262
214,376 (1,706) 227,469 ||1,836,262
327,846 - - || 327,746
(22,188) (22,188)
327,846 (22,188) - || 305,658
- - -l 312,927
(261,464) - - 261,464
8,295 - 8,295
(80,921) - 80,921 -
6,244)|| (22,188) 80,921 || 365,416
208,132  (23,894) 308,390 2,201,678




NCYY NTh A9
PUNTST 09 aR9Aeh,

A.h.h NN 30 7% 2018 At+MST+@- Ga0F

AN+ F

NNTAS NAS AR Mg 7YHN

NN AT NAAT 77HN 1h +2MF PR ANAN
PRLINET NEC AT $La° N&P (P+Me)
PANNET A TNNFaR T

PN NTN NA AINNFTF

At A NF

(hAd A PT)

ANPe P+HIE PAIRTIPADA ANTF
AINNFMIF INLT - U8R

PMLENAMN ANTT

€ 3N AT WP (P+Md)

NATPNLA P+7LN 7FHAN TRHY

MLLTF P NN PHCE 1NC (Deffered tax Asset)
MPAA ANT

A8 PF

ANTA AT AAAT +29T 4.2
PLINEF +Paepe YN

PHU 9t +né&.2 PN, INC

PATC h& NGST PLM P N&EP [TMCET]
NEC

AT REPT

ANL+HETF & ay mdge avmNNS P (provision)

ANGTETF PRIAIAT MmPIR AdMNNS L (Retirement

benefit obligations)
Ptbaom PNC JALTT
MPAA JALTH

Pt+me. ANt

P+ndA AAAET NTHA
LA+N&LA TC&

AhI® emNN+ P

AdeT AOMNNGPPF

M&PAA P+md A NT

MPAA P+mé hNT AT JALTT

EHEL L

13U
13A
14
15
15
16
16A
16
17
18
19
15U
12

13U
20A
12A
20A
20A
20rh
204an
20w

12h

21
22
23
24

AAANNL | ARANNAL AK.RNNL
30 ¢7% 2018 | 30 ¢ 2017 || 30 ¢ 2016
C “000 1C 000 11C 000
2,676,716 2,028,280 1,302,960
44,104 103,650 77,542
7,067,045 5,281,211 3,713,126
18,948 18,932 18,868
3,029,999 2,205,665 1,588,120
443,426 315,096 158,773
12,568 8,562 2,988
7,166 11,597 5,525
2,758 2,562 1,842
1,111 1,595 2,425
215,914 181,540 80,000
542,000 376,000 255,000
6,224
14,067,979 | 10,534,690 7,207,169
27,323 29,467 33,293
10,861,680 7,670,108 5,317,085
68,219 107,923 83,512
314,518 368,411 296,357
- 75,000 -
492,089 382,215 390,777
58,624 47,854 30,141
43,848 15,378 9,357
s 2,071 2,624
11,866,301 8,698,427 6.163,146
1,709,050 1,396,123 730,617
208,132 214,376 173,092
308,390 227,469 140,314
(23,894) (1,706) -
2,201,678 1,836,262 1,044,023
14,067,979 | 10,534,690 7,207,169

www.berhanbank.com
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PmAL N,

POAL O,

P+mc- POAL N,

PRSP AT PhAAY N,

PAGP AT PhaR Ry men,

Ptme PN&P AT PhARAY N,

NAAT PATIAIT AEP P+1TF NPT
M&AA PAIPNPA (A7A94T) 1N,

ALINETF P+AM- AMe-MZ NECTF AdMNNEP N& P
Ptme PATPN SN (A1) 1N,
PWAHET LOPMH AT MY MPID RE PPT

PINLF AT PARY L PPF PACES NG
PMLEAMN ANTT CACEST $TNTA
AT PATRNSN (14T DM PTF
M&PAA O PT

TC& NG N+

PN, INC Mdeh,

TC& NoaNC NBA

AteT P+mang. men PF (Other Comprehensive Income) he1NC

N+

TCE ML AL PID- 8§99° ARt P FA 11CF (Items

that may be reclassified to profit or loss)

NteM-F P& IR 43 LT P+1T NPT (@-PT) £, ALt
(ne1NC @-se-) Re-measurement gains on defined benefit plans

(net of tax)

poan4 egoC e+mans N.F NeNC NSA (Total comprehensive

income for the year, net of tax)
PNARANEST 2CA

PATE NA NC 1000 AANET PHCE BCA (EPS) %

MhFoA Ak.A NN 30

10

19
18
11

12

20w

+7 2018
11C “000

1,112,786
(417,346)
695,440
349,413
(6,105)
343,308
85,558
1,124,306
(25,179)
1,099,127
(438,751)
(28,907)
(484)
(220,051)
(688,193)
410,934
(83,088)
327,846

(16,726)

311,120

311,120

20.36

A.h.h NNL
30 ¢ 2017

1C “000

693,133
(227,462)
465,671
363,629
(4,521)
359,108
79,055
903,834
(20,599)
883,235
(295,717
(18,498)
(830)
(139,504)
(454,549)
428,686
(111,494)
317,192

(1,194)

315,998

315,998

30.44
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NAAT FEOTF NHTE A8 +ET AT MPT, PART ATPFT PFL ALMN A8 PLH AAST MTFD-TI° NhET
METT OPF PTTTFOT P4 PA-ND RPDC FEATTT IPC NTULMANT PATRLC JALTT AANTFE ATAD-PA T

L9RgR AHME PR NATAATTTF PHPaD M. PAITRNC $EMULFPFT NAIMTPC NTPCN LATI® NAT 1AA+HTT
AL AATYE PLPY UANTFTY PO PANTA 1T TFIPTT AT AdeT FEEFT AT18U9° ANEAL UF AT APhANPPFF179P
PMN+8LC JALTT AANFD ANAT ATAD-PATE

POANF8LL JALTT AANF® ANAT NIRTAD$M- Nt ATHYU FBETF P AN RIABRPE A8 F M-AM AE] AS
£ PINGPM M&F 18T NAPMAY Ph8+ F8L RAG ATLLCIAY: ATHUTIR Ph8+L 47CTF 8L ALCTT NT1AR
NAhF MLIR NADAR PPF AIHUT FEOF B4 9L PAanANA ANNALYT &2 NMIR AAE AAR NTLNA+ AIMTPF
AIHU ¢7CHTF A8 3M% aPRZIFM MAME AUHMN NTRLLNTTM IR PayNAm PUY hNE PUPY +8%F PA®- hUPY
L7 CHFR M FMP PANFOI NAT ATOATAY:

NHU 1AA+E PA&T ¢7CF N P+A+L Adh AT +N& FLA fd-=

AP

t/h/PL AT NPNT LA PHAPANZATFOR
PN APLPTF AT PHL PRATFD- A8 +CF

A8.N ANN
eI} 2 ¢7 2011 4.9°,
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NCYY NTH A
A+tMSPe@ Gt N+HIS T PNTH PLAN MRIARPTF AL PN
Pm-eh, A8 +CF Aa®AhhT

PN IABRPFT HAEF N+RANT: 24 AORLCT PRNTPM-T $MEYTF EhA NLLT ARAN RN PM-T ATR&ZN
MEI° 4@ ATRLM PTL AT MLID L9 NHU NATPC AA 0@ PUT A0R46ms PAATM- ANNALYT &ZN -
eMLYT IC +LOH PP 11CTT ATRANEALIE TADMS AT P47 ¢MLYT N AN MHIN ALPH dPmMegm
IALY T 10

PAORAC NAMT PHAMTFE ANAT PR-NT LY P ANARIASR, AOMM M LT PAPNF+A JALTT AANTF -

PhAN IAMPTF A8 TT NMAANT PA.+C JALTT

PAT JALTT PENTP@T P A AR9IASR, NAMPAL NMNCNCI® 1 NNUHF haRaem DL HT aBHNF PRE NATR Pk
AT @076, M TR AT8UID PAT T ANTPPF IPC PA8C ¢7CF aAMY 10 NAR/RN/APT MWt
Prws AT N&EHET PLPY 0760 NAMID AOHNPTY A P154 AT ARLATR: APHNRTF AR NA+T NIeNCNC
®L9° NAU+F AT PFAA=

PART FPCORLE NAR/A/AN TPWCE ANGDY NAEE +N¢ BN bk PR B-ALPFY APHMPIY TP
MCMEPTFII® +MPTRTA: Lo)qRgD

o NANCNCT By NAUHT PARM PIIHA 1Hh MRIARPF CPw/ ;P dPHNF AAMRPG KL IPTT
AL+Y NARBANT ARTHU ALIPT JRAR PARUPY ANl PCRT A8F PRL1T AT ARNTLPFTY
amw/t P UPT +1N, PPY aR9Aeh, PPNTY Nd PUY PALT TINCE 1NLY: MeNCNC ALERTD
@aAMCE MFAL MR PT NAe MFLAT P+AA+ ATPHITN MLIR POAM €MMLY AOMA
AFCNTF PR FA NARPH: ALIM NAUTT LA NTNCNC PTLNAT PEHT APHNF AL FL A FAR
aoF i M-

o NU3FPE TN PUF AT ANARTT AT/ ANA NAL+E IC HHIRE PUF PENMD ML 1THN
P77 NUI9R 2U 917 PReN P PN AL MMy TRt NTRARANT ANTPPT ATRTRNZP
AR LAGR:

o MPIRAL PPATT P AN AHIN ALPH 7ANAPTF N1 ATRUT® P AN ARHIN AL LH 7T F
ANTETT AT HHAE PUR N L ATRLCT PHAM: A\, PFY ARARH Y]

o P98 M ALT PAAN HIN ALPLH ANA ARCT ¢ AOPL4 ADMPA™ +10, AATRU R
NPZMHAT PALT TINZEPT AL NANTEE LI UidPE IC +LPH PUPY dPW/ P PAREMNS
11C £C MF2'F NPMLTF PTI98 4Mm7 APNTMY AT8LPMA PARILFNA MCMb ALME PO FA
NAMUPTFD £9P8aM AL AMRE/N 1M Aw/F+P PUP7 PA+MN$ 17C AI8SA hLdpegey =
AT AN+ 0 h AN A9\, EHPTF NAT PARTC 47 CF BN TNl ARLLINT ML/ LR
goTANT LUT ae9Aeh, AAMT NF PMLNP NPT ANHLEFT1T MA+hnd BMNPNTA: PAT
ggpem Pt mw/ +FM-F P PLLCHF Phlt4 47CF ANNTHIENT OAT &40 N+ Tt PhlT
MAZEPT AL 10 1IC0T MELT PORLIMa™ F13PF METR AN+FF NhNIPM N8 o l.0
AT18LPmA APRCHT BFAN:

o PAhAN EAABRPET APLLNT ADPPC AT BHF ADIIRIGR AT ATHU PITHA AR\, PF AP/ 3P
INLHFT AT AN+FFT PaRLAR AT FNNAT APIARPF ARPTFMm-Y aOdRyY:

14 NCYY NI AT QIR 5P £7CF 2010



NCYY NTH A
A+tMSPe@ G} N+HIS T PNTH PYAN MIARPTF AL PN
Pm-eh, A8 +CF Aa®AhhT

ANCYT NTA A M. NARMNEETF PHLN T1AA+T PAR+CF L7 CH

AN+P0T

Ak N8 30 7 2018 A+MSTee@m PNET &aRF NNCYT NTh AANCT TUNC P+HIE. PYAN dRo)ARPTF THATID
PUNT AT A8 OD9AskT PHCE AT NAL dR9ART PNAAAACTT NT A ADM dRejAek,T P7THA &WT dDo)Aeh, AT
PN ANGC ACPT TMMPAL AT T LPFT APCIRTA:

NAGT ANTPPF PLAN RIIABPTE AMPAL +PNLTFT NAFD PYAN APPH APCUT aoAZt Ak.h. A% 30 7 2018
PN PN PLAN ARTD AT NHLA AAT NtMTPPdm PYAN HARTY P+7TMT AMPAL @MtE PNARNACTT
NTHA AR AR9AeR, AT NG+ PINLMT PHE 1THN &WT NIATCAPE Ph AT ARHIN APPH ARARHEPF NC L
(hB/R/RN/N) NHTTD NYATRAPE P4LTIN L7 CFH ARARHEPTF (RR/AG/RC/KN) APwWlt NTHARAT AT N+HIN@D-
U PALA:

P8LLNTCTF NCE 47CTHY NTAPANF N1952 NMMD- PF9L U ATP6 375 ARALT NAG N PTRIAMM- PARTT
ANTLOF PAAT ARPET APTABST PNAARNAETT MPAA TNk PPLN@T PYLWAN AR, £7°CTF AT8. P08 ATMBPAY::

PANTLOFTFTY adw /G

PAT T h&F NEPT PNTOYIA- NIATCAPE PAQT ARARHTPF (AR /KN/k) APWLT jMr: NATHU CRAPHEPF aow/
NAT AL PANT JALIPT NAGT £7CT O-ND P4LTTIN RIAMRPT A8FT NMAANY PAR+CT JALIT NHATD-
MG BNAD +NECEA: NFATCAPE PRTFRANG ARARHTPF NCE PAATRE AND-TF P AN AR HIN PHF PRITRINC
271N (hR/A/RD/N/k NE) RWF NAFERP BN TTHA Th RIABPTT ~8F NATELZ +2PH PUR PhIIRINC
$La F1FPFY (IPC Wt ARCTT NENTP@ 1AA+E PUTT NIVT NAR/A/RN/N/K NE W/t RIHUTY
$La F1FPF AT AdeTt NI1TPINER JALIFFFTY ATLA+TA: ATRIPTIRID- PTTTFM PASF MNLEPT
APLNTF@ AFIMPFTFY Wt AP NTFA UiF N AT+, TF0-

®AF PA8T +80F

®A& Ph8T FEET NAG O™ PP M-AL ARWF PP+ YA MRIABPT A8  ABD PI PATD- +4F TFD- +NAD-
P Faok §FM: ATHU FRETFIR NAMPAL YAN RIABM- AT AM- ™-NM P+8Z( AR AN PPFF1T NATHU
AR W/t NALLITT NAATHU FEEF P+AP AN+ LPF AAPLNTIR:

NI AARE AR/ P 1H PHATCAPE P A AR HIA APPH ARARHEPT NCE (A2 /A/RN/N) N1 70 PAATCAGE P4.£57N
C7CF MaHEPT (WL/A&/AC/RN) NARHINC L2  M-NA YNC: NHU f+1v NChF A88A PA.AN APHIN APPH
TAAPT +MCMO +9NEP +L2CTIPA: PPLIPMm- GaDF +4827 *MCTF AT8.U9° NAI4 OAT AT Ak N
hIPA 17 2016 PAPNLF ¢4 THY I NHARLZMO- P AN APHTIN AP PH 7AN, APW/F 89190 +aRHIN A A4
OAT AR Ak h N IPA 17 2016 EFRC PASAN PN APHIN ALPH 7AAPT oLk AT ToING NYOR+ PAT
Phe+ AR 8T UF +OAL A: NHU P+1Y Ak.h N hIPA 17 2016 E92C P AN APHIN APPH 7AAPE NThhA
M+aNLFMT PO ITN L NAT A8 T MNP thtds

PN& AOPL4 AT PYAN IABPTE ANTSLC PANTFE YALTT

Pl RADLLCTF NAATRASE PA AN AOHIN APPH CRADHEPF NCL NHAMM PYATCASE PIIHA L7 CF ARADHEPF
W/t P AN ARARPTY PARHIETF A NFNA PTIPZN YALIT PANTFE AT AHUIR N4 AR LCF ATRLMAY
PN €L 9L NAReNCNCIR Py NAUTT 088 PH-NTLMT 47 CF dPoIAsh, PARHIETF ANEAT 1O

www.berhanbank.com 13



PT PS PhL909™ MAPPF

g NO™A AMSTPS ARTAIAT HIE, LA

2U PORZE NCYF ME F9Ns AN PARID @-NTTE
242Nt OINZ@TY 1N4T AN+TIR d-fp Nd-g haDthh
NATC PINZM-T PYLA ARCNT AG PARZE APPH M-NTYH
LdC4A: NHUIR NAL tNFAE M- PHARGP Pan/E anhhA
A1A%1FT ALORA PARINFMY APNLCET PARA AG
PtPAML PLINET ATAIAT ACPAMT P9, PATA fa-::

6. PPCYRE MN4L P

LINEFY NANT NPCNFT 9IA74Y AT NIRRT PINP
AL MA44TT TMONA NLLT TPAN Ak.A. N5 30 2018
NtMeeem PNEF 9aF NI PHRCIRE ALTHAT
@MN&ET PhA 21 A8RN PCIHBETT NARN ANN AT
NAAA N+9PF NPt MPAA PPCIMELTET NHT MR
182 A&CAA: NMPAAD NN SCIRET @AM 87
PLIRET NALN ANN ATTF AATE 95 2CThET NTAPLER
PY14+k NEAT BIF A,

7. £CE&IFP OPH(

Ak.h.N2017/18 NI N&E+HE PADPEHC AD-m PLLINT 1H
Y@M

POPPHC ADM- N@NMID P7 M6 PMPCMT P+APLR
PATASIAT ATRL6B IRPARTY ACPAMT AT AT8U-9D
N3 APL7T MPY87Y +hitA $29° AA NTONARYT
ALNTE-TF® P1NG +INLTT NTDAT AN +84-8+0-
Nth&dr eMTPTF MLIE Pl NEART TNTDT ANLAT
PP +7%1A: 2UID ALLT PAPMA-T PNTNY PATIAI AT
APCNT PATATINT Mt DML AT NHEEEPP ANY8.T
N+24B AN AGRL 89R R28PA +1Ae £F0DGA: NHUTR
Azt A88N PPMT NPT +L4.E+m NO-NMFM-9°
PR DA +9BAT ML 2 TN+PA: NHETILID $LID
AA N NEAT 92RTA TAHSTHT AdRs. P8P NUPI9P
AUY LAY PNTNMRTY AR NARARMY AT N+RLE
MAN AODZ.C AMT £FA HYE +mTs AT T2htaA
TOHEYTET +rmPA:

2U NATRU AT8A P+@AT INC P4 dReNT NhSSEN
AL CF P++Nt AYEU9R INE PARIRL P SALPT P+AA
hd989° APAR MLMFANT P4 N&AT PHHPM4NT
QDGR YN\ (i

12 NCYY NYA A.99 992+ 470 2010

8. MUNLR PALTH

NI MUNLP YALTEY NAPOMT AY9C P+ALE PITHA
I8 NMPLNLAIFD PNT ALLAT ARCYINCT AL
Na®75t eNAT ANTPEA APNLAT &P+ RFMdPA::
NtMTeedm PNET GaRFIR NY74+ P7ALN AADRZI9%
IC +PLH PHhA+@T PHAT doLSed +htA PhAA
ADRLCT ANT NPt MPR MPALT ATLSTPL HIT
ameea p LT H1L AACTLP NYeR NAAR 39Nt
+L5PF NC 1T ALY AT8UT° ARLTERP NTIA, NAAP
a39Nt +4TPEF NC 1 AT PhAATE NG+T ATRALC
ANAT N+HTFNT +NChEA:

9. PMELT APE

PrEa/M™F 027 ATINPMA ATRFA NI NTLPHAD-
PNET 9a0t A8 +71NEFE@ ALY PAPOEMTFM® APLT
PN+AT ST

o PhNF MWANAN (ZNCH TPNALHRAT) Hd NALD
ATRNGT AVRPE] MR

« NEhPAE PHRI4 ATART ANMMT TMMThCT
AP MA

o PG DA APFRT NHARGR dPAN MN+8LC AS
TMIANT AL Tt haeamt 1Y +2BP NUATY
AN+t

« NYATR Ae& NThTF IC 1771 REMC
o PNt ST AAPLCT (Asset Quality) TIManhCs

o« PATATMT AAMM M4T APIRYT IOLFMYTTT
ALY TFm-::



Pmeh, NCee-F N'000 NC

1,137
1,200

1,000

800 H 707 719

600 n7 480

400 -~ 227

AMPAL D, AfeT OmPTF

noAL o,

m N3-18 W N%-17

3.5 +C&

Ak.h. N2017/18 NtMSPP@m> PNEF 9a0F PN FC&
NeNC Nt NC 410.9 AT O+APHIN NPT NALD-
gt h+dHING- NNC 428.7 AT IC A196C © 4.1
Nae$ $TH ANL A

2U @M PHARHING- PY14FT Y14F7 POUNGPT
P7Ath Ui NFRIIHM-9° N+AP NA+ZIINT AT NNTH
AISNFLD AL AT NChAF +98CH+F N+24MNTF 0FF
P RO @

?2017/18 PNET 9a™F F+C& N'000 NC

1,548

411 429

+C& haNC Né+

AMPAL N, AMPAL Dah,

m N3-18 m A1-17

4.00Nm 5LA

N3 PA®- YN+7T AN 0L dRART PIT APID A CH
PLIRTA: NHUTR PR LT PAG- I R4 JRATRAT ST ATHF
AT AETHIR BUTE FAN NLLT dRAN 2hamFa: Nk
NA®- PAD- 7Nt PAPAMTFDT OLHI® 1H APLT AD-T
AT B NAD- 6 ATP1F P10 PAG+HE DT P4 PR 90T
API® NMIANF Dot PAD- PRINETF A14914F NAD MY
PAGTTY +NFFL AN FT GaRFT AD-T A PRCT FAA:

A.h.h. N2 302018 N+HMTPP@ PNEF qaDF 327 ALt+ETT
NAORARC NMPAAD- PALTE DY @MC ML 3,237 PLLN
ALY NHUID e+ 32.7 NAe2m- ATT ALPF P+eéT 67.3
Naog 00 (Pt MILT §F@: NA® J24A ATYF HCEIR
g4 hetsd oMt PHMHINNT UF hd&kd: NNET
Qa4 4206 WHET PLINET A4t ATHPAMET
PAORGL NUATFTFOT AMALT AU PthLhA
NS FFOY N, LIANENTFD N+ALL PNAMST CBANT AL
NY7C @AM AT Na-60 Y74+ NAMTPFT P+hF+ANT AT
NOALF@ NAMTPFI® 9oATEF N+ALP dRAR AN
At PeROPGNF GaADT M-

N+TILI° NtMTPP@m PNET 40T PAL+HT DT hdIR
ATIANT NAAID P+9RUCt £J& N+NTE dRCY9NC
hNyh aeengd ee A9t e N 845 A7E ANN
paREan/p 8¢ AL ATLAT WotEF PRIRUCT
NELPFFMT  NAPALT  FIRUCHTF®T  AT8hF+i
P+L27NF 9ot AUPY LU deCY9NC h+Ean/Nt 14
BIoC NMPAAD 136 WetEF +MPMPTF P1PA:

5. RIRCTNT thT A8,

M PUPT PERATAE AT PASEN ANNPT deAd PN
PG RE9OTP NPT ATINLS AT MM FTR7+T AdDghaR(
Tt FATNT hmALNTFO  ATRC  AFEER
APMER,PF aDhnA PTPE TFM-::

SCIRLTY NHAN UiF N1FOCH ATINFHAC AS NHD88L
NIhF paqaem. ABAA PAPMELLP BLTPFT NPT AR
£FA HYE NI PHRLE AT PHPMAT A8 PHADR
PENFPAE @Mt PLPI@Y 3-PC 3 (tire III) P+ATa:7 PaR/E
@ONA NTLLEF ATING HOE. PTA:

2U AT RUY HYE Ak.A N 2016/17 PRRLN+CT NCE
NAM@ hPmMen, ALF PNT- PNALR AGRLC N&+E NFTA
AT o8 8% AT LN TCENT PAPRLEF 1HM-T

www.berhanbanksc.com 11



3.2. hT >4

NtMmeeem PNEF 9t PN hTHA Nhe+d Ui
AETFT AOLEAz: NHUT® aPwlt NN AMPAL NTF4A
AT P+NEA NTHA NC 2.2. AT AT 1.7 NAPTY PRLN
AUT £ha &Mt hALD +0PAAL m& T IC AY96C ©
1C 365.4 WA NAsk, MLI® £19.9 NADF AL7%F AT P
NC 312.9 MALYT MLIR £22.4 NAPF AL 7T ANTRHOIN A

PhTFaA NCeF N'000 NC

2,500 2202

2,000

1,500

1,000 A

500 A

AMPAL NTHA P+hdA NTHA

m N3-18 ma N3-17

3.3. 1N,

AA.h. N2017/18 N+MSeeam> PNEFT @t PN
AMPAL 1N, NC 1.5 LAPT PP +THIN A LUTE AL D
+a0AANL @%T JC N196C P 36.3 NAR% 4871 Mmedm
PC 412 MAPT s8T9¢ AALEA: NHITE AMPAL N,
@A NOAL P+77@ 1N, ANABD-Y MEID P 71.9 NAF
P LH AT BUTR NALD 30t k4 969° IC N.MSRC
£60.5 NA2% NAek, ANL A NAA NNFA AL DAV P70,
YT P+H7T@ N, NMEAAD- 7N, P28.1 NADF &CAY
P 2H NUPT9° AL D 3aDt +d0AAL MPT IC A196C P
NC 7.7 MALT @LID 01,7 NAF GH ANLEA:

PN, NCe=T N'000 NC

1,600
1,400

1,200

1,000
800

600
400

200

AT NPT

AMPAL N, hoAL N,

m N:-18 e N1-17

3.4. e,

Ak.h. N2017/18 NHMTPP@ PNEF GaRF PN MPAA
m¢h, N1C 1.1 LAPT PRLA ALUTY 2UID NALD- 3a2F oC
M796C £60.8 NAD% 6T/ ANLTLA: POEMLMT ANASK
oMy PALHM ADAL ek, P+HNEA AT 2UTR NALO-
+@ANL ®PF ADAL N+hLAD ek, IC A196C © NC
189 AT LI 83.5 NADF AL7F ANELA:

POAL MA@ N& AT8A PRLID NYLR NTH €MN MAL
oM@y NINgNT P5 NARd e 7 NAP% h& d9elt7
Thiee APT OAL PMANLANTD +eTMen 1IHNT
MMACID ANTPEA ALCTPA: NDAL Oreh, PUF Dehy,
NC 239 TMAST ALY 2UTR PMPAA D@7 50 NP+
PLH BUTA: NPT PT POeh, ACONTT AL PPd-
s PNINTTY PRCYIRE MPN44T Hhtde PanARM-T
PAGTETF DCT AT AT OMPTT PhtFAn

10 NCYT NTA A.T9 Q9°+@ L7 CHF 2010



PRCYIRE NCETI® N+HAA dRAN ARTINETF +R4A AT
P+HALE PATATINYF GNLeFT NARPH PAP PRINFT
A1AT APAMTYT N9RYT THO9® NAL Uid PHhedt
APMen,@- YL +rPAPAA:

Ptememe AN &N N ‘000 NC

12,000

10,862

10,000

8,000 -

5,772

3,567
1,122 975
&mn

Pt 72N

6,000 -

3,967

.’128

+rPASH

4,000 1

2,000

AMPAL
+eMepe 7IHAN

m N3-18 m Ni-17

2.2 NEC AT PEMP hePPT

Ak.h. A1 30, 2018 Nt+tMTPPm PNEF A%t PN
MPAA PNEC ATPFF @R NC 7.2 NAST PRT AUY
2Y9° hAL® a0t +aRAAL @%T JC AMSLC £33
naet Ndeh, ANLEA: N+HANRTE NNEC ANTSEC
NCYE AR NELITF@ PANAMN PNEC Mt AT PHRLE
PNEC MAMAN ATPNPAPTF PN P+NAR PNEC
mm7y 2.5 NMF NF ATRPYT ARCAA: PN PNEC
APTF NANS T, HCE ARS8 LN AT PYIC @-ND 1981
PAINF@ AT POCR, 1918 NPLI® +Nt+d $ETPET £CA
ALH PN 19L& PH&INTCF AT PNCTD: HCE HPHE
h4.909° ANR+PA::

PNECT PP LM P N&LPT NCET NTAPR PANT T, HORT
n'000 NC

PIANN NECTF
PG ¢

PUIC @D T2 ATA AT 1,802

PUAT RCHI® A1AIAT

2 livaly

21
T AT P°CF 19

200 400 600 800 1,000 1,200 1,400 1,600 1,800 2,000

i Ne-17 mm A3-18

2.3 %A %+& PNTh A7d%1AT

Ak N2017/18 NHMSeem PNEF a0t NYIC Y&
208 nN&+E Pam-epe IRIHL AMLT MPhAR AM-7F 10n:
: NI 2UTTY 180T tRedD NANHED Pa-6pe JRTHL
+nC PLHIN ATPNPA NAFD- +299% 90 NAFR 1T FI+T
NEEMLE NAATD G$& PITHAN ANTAALPT JC PINZ@-7Y
ATEIF NBEAAA NHALE PATIASIAT ANMM MmEt AL
PATFTA ACYPFT NAPHCIF AT NUATR PATASIAT
TMANA+R LU Pt ATGeT NAPHNG NNEF a0+
108.5 MAPY PATRLNT RAC ARANAN FAA:

2UR U NYIC 9$& L8 NPITIT PP PR, 1912
MeHSHT AT a6 NYNF IC OINCE 7F1F dRANC
+NFe NNET APk PHIRHINGD- Par6p TRIHS NALD-
+aAAL MPF IC A796C P16.4 NADF R AALEA:

3.94.259%N AL 909
3.1. U+

Akh N1 30, 2018 PN MPAA PUNT a®MT NC 14.1
NAST LN AT NAL®- PNEF a0} NINZ@- PNC 10.5
AT A&909° JC N.796C P 33.5 NAPF el AR TA:
1 2U PN PYNF ARTF 07T @ NHARIR NN PNEC
ARFT AT NNLER N7 N AL N+LLT PARPOA-1PL
AN 10
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PT PT PALI09™ MALPF

1. A.h.h. 2017/18 P5 P5 N 1-PF

ARk N 2017/18 NEF 9@t NANHT®- AOI9NF aoi
NI PAFES P A NP NYIC 9b& 245 PINCD-Y AL
N+AaAAL a3 ANPDA TAG AT Y@

17C 17 PY14%T ADST, Uik Nd@A NYPAN+O-
AFAAP aOAL+ ATRT PR MmN ANTIIIRT P4L9TN
ARCNTT NN Ui NAATTTFE ATHUT AD-3-CF AdRLI&
ho-ep Y14+ P+OAS. NECT AT POAL PMLIPFFO-
APLC APeRAPG ARYSFM-G PY14FT PNEC oML ALRT
mgem-k PANPT, ALTR AR BT dMZA: NHERTILID
N+APR PUIL+ N&AT PP PMUNLRT P7ALH
AATRZI0TT +thtde POreh, 7978 NORPHPH FPRTPT
Parebe TRYHS APCNHRID ENTY ATE Y ARCYFA:

NHU @& e+NA+®-T FoIC ATRE FF a2y9nF NNANFTT
PNT8LELFM PING N&E+HE PN, MATE +2M+ET ML Ik
HCE ATYHC AT8.U9P AdeT PANTI, JRCIFY AUHMN:
NP PUT £1J1TPFT NARELE AL AOPRT AAM-SA::

PO, 19787 ATINZFFtT AT NANFEM AR ANh+aA
P FADT PP TANT 68T ACREMML NN PhFE% P
NYs® NYA PNC oMy NRAC ATIC N15 NA°% HP
AT184A AEC3A: NHUD N+emes NThT NPNe4+
NEC AL NDeh, 1918 AT NIRLF HELT NN+l Ad AT
HCET m¢ Pheaem ALTE 30 NARR@T MCYP PRAC
goYHZ NHIHNF +ART +AAT ARLTEEP NY4R NTh
M. A78.L4°1F PemMN POAL oM@ hiNZNt P5 Nao
me 7 NAo¥ A18. 089 mATA: NteTILID £1I1Mm-
NTF@ID goNTPT NIRTIHS ADM- P+1A PHTF 14N
AMPMA NPT A NAA ANYLP NI 1N AT8.LLFID
9oL PNTL8A: ATHUT eaSPT A AL NCYT NN
PHALANFT AARET NT9NA RAR NHI MG AT
T4 PSP POeMmANTT ATRLgeT LA +7APAA:
NHUIR a2ALF NNEET PMTTm-T FC& ATIAAA PUNT
MY NAPERARCE PLH 721 €MNPTT NARPING POAL
gomLmY NHLP@ Ah NAPeyh A78.0-9° 7N, N9QLNTT
PAHIN ATILTF AR Tt NALL AT N4L PNFEEE
INFY NA+AIE PNINT PQaRE  AZ9E9D MM
A8 P77 AL CAA:

PN PRRALNTCT NCE MmIPE N+HIPAM- AT N+AN
MmANR PNINY PHC NMARA AT ATRHINC APMen,
NAPAMT C+AA ABZBEY AT84MLC NAI® NIohTA
TEHHSTETFE NADGRL P YALPT AYS IR N+PLE NI

8 NCYY NI AT QIR 5P £7CF 2010

Ne+@F aehnd ATFE YALTPTF AN+T8RLR aN+INC
ATREME AECAA:

N1 PARE TONAT FOCITIN+ATE AT PHAREY PENF B,
Gmyti PaD/E APPH AOMYE P DCH KLLBET &AYY
AT8. 9P aPAA PERPAE BHEEY NTINA dPAR N+AA
Ui heeBthas

NG AR PINZM- PARZE NCYF ADZE ADPH hAM- PASIP
@-NTF NAIC PERTAE @O IR NPIETT hamyant
$4FPTF a®hhd AAINC AT PN PELLT PPCIER&
MA44F EAPFIR NTRF @AM PANIN NP £U A&N
Pangs mMoNA ATLUT FOCT NHARYF ATemAT 10
Q@ 34 B4 A NTA OT°1F +L4-B A

NATERP PYAN APLPT AT PALTCT NCE NHAALD-
Admeb, N&LTIALA 47CtT91  APE &M 847/2014
2791 «MC 332/2014 ALF P4.L59% AA+C NTARID
NATERP PARTTM PNTN HCE PAATR Od& P4.2470
C7CF hPldN NCYTT AR A% 2018 E9o( d™i
Na-f +9NGP AT8.PECT RY93A: RUT £717% +hitde
N @8 AL NCYT NPAA A9I9IC ATIEZS NONALD
A9 oA/t UIC NPA ATNZ ECEF NARPMCE LU
A8N NCSFT AdD+aNC PATA HIE NUAR P94 NIPF
ANENNZTT  PheMl@mT AAR Q& AN SCEF
hammege NAL NPIEET N ATINNGT N+ARA AT
NtL4-E AN AADgRL 5t PAFAM- HYE P4y PTCERNT
&Y NMLLET NCYET NHAN Usd AtaNC FAA:

PARMT 07 CF NCYT AP+NG +NFAe ARALFR P4L5TN
PHCE AT PG NAT AD ATRPTF +FA A

2. P4 K909

2.1. e+eMep 7THN ATPN PN

Ak h. N2017/18 N+MTPPm PNEF AR+ NN NC 10.9
NA.S% P+Pem 77HN PANAN ALY 2UTR hAL D~ GaD+
+ANL M$F IC ADSLC PNC 3.2 NLAST 94 MBI
P41.6 N A7 ANLLA: NHU S0+ N+L2470 MPAA
Ptemmep YAN M7 MM 53.1 NAOF PP Im- ECA
PEMN YAN AT 36.5 NADE Loqp P4YbA P YA JO-::
Ptmep YA LINFTF *PCI° NHU N+MTPPd- PNET
Qadnt N42.6 NA®F e NMACT PMPAA P+PaHem
YA LINETF €MC ML 523,705 AL3A:

N YNt MANAN ATPNPAT TBONA NTILL PNTh-
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N+RANTE &AF NAG AT N+INE PAD LA P+aRA
Pame/e Fhdt AAM-: NHUIR dPALt AFPAT PPmS
NCPF +thetm NI 1T NATHU $MTPT
NC A18.24-8. P+R27 AP APGRORZ PAPM@-Y PNYN-T
PATASIAT AT PAORAC N&T her9Pd a-Nm N99NING
+enTe AT PIRRTA TAHASTF NFPF NHU NASM
@mPEC +INGP +LCAA: NLHEFMT AT AM-M-T NTINA
MAN PALTE JRATRA AT ML N+L4E PAN P+NTmY
ALY NHU N+Mme$em PNET Ga0F NI PAIAI AT
AAMM-T ATIARQA A&+EF NYIC N AT N6 Y74-F
PHAPR NAMTPT AR AT8ATS:  AECAA:

NI NHARAZTNT 16 BIPC NPCIRE ATATATTR Py
NtALR PBE FA ATA% T ATHseT PNINT PATLAY
AT PRINET A1A°FT NTHARY AL FNCF ADE AN
m&P+ LrMPA: NHUIS OW/E:  AMRAD- BINEF
HORGR NPT @RANE NN&F AT Nt PNTIRT PATIACI AT
ATRLgT ATIBZN NTIAA BLEMY PMNP PAYECCTRRY
FAPAE 28 MANA ANTINT ATING HOIE. A& C3A:
A& PARZE NCST PNINET PATACIAT AAMM PrdAM4,
A PHADY AT8.UPT PRCTIPA::

Nt NI NATeERP 9°Ct NP NANAMTY JC
PP AVEIFT REMC TFAT thtde NN AT
NNANAMT 2P N+ dehhd PAARTCLA 1HOCH
THCOF N N, 798 MNP JC POFLMT M e
A18.PLC 0TI NELA:

NtMeeem PNEF FaF NARYINF @AY AT PATEXP
PYAN NATTPPT AT KE+(CT NCE NYIC hé& 248
P4LTYN 47CF AHIBERT AddsN NCYTY ANTRART
NOM@ APE MALT N NHU $L9° EM$IR hinZo-
P&LTIN L7 CF AHIEEFT AdldN ML AATP GP4.PM-
P4-L97N L7 CF AHIBE*S hdedAN (IFRS) P+AI1ZNT
Qa@RgD 4@ PHYU NCST AHINNC  NANTE NAPMTPRID
NAIC Ak.h N2 30 2018 P+MG$$@m PNIN YADHP
h&969° 47 CHI° NH U ALY +ACT $CNA:

NaegRZATE NTNTFT PINZM-T NNNLP AT AATR A4 P b5
+24qR +04. Agh, Mt PATRHI Y.L hIgFT Naegge
PIA MEFUT AFOMTU AT LA NITTT AUPTTU Ui
NN AORAC ANATE N+@LS. AL+EFTYE N+hNé
LINEFFYE NNALCA ANAT AT N NIR PATNY BN PAY
amAONtEY APATAAEN NAPZATD AN PRRALNTCT
NCE ARTRLLC AhAT AR UID AdRAM- NN AL+E
AAPTUT ®CMEIT AT MTNE P24 NUA hA PaRygh,
goNITRT APCN ADSAL: NHU AJMT, $MEET PhNYF
QDGR N+AM LM MTNE AT APANGD AR NADYAAT
PAP @Mt ATLICTAMRHN AT NTNTT ML AA &
ATRIRTAI%L M PAT ATRTT PAP Y-

AOAITAL

ANCYT® AAC

ToHAYT

6 NCYY NTN AT IR F@ L7CF 2010



PTSHH SR AAOhT

NUAI® ANPET Ak.A. N5 30/2018 P+MTePm7
PNCYT NTh GARFP P4 ALFOT 47CT NPCN N&+E
ANC 2ATFA: NAMPAL %D+ P8LALN+CT NCET
PAODLG RS PAGTEMm MG et PPNt AT8U9R
NTALE ANLT ATPNPAPT A0DCE MMyt P+APHINNT
MmUPrY N4 NFAP LN 1D

goygn AR LA PNET @t NhFYT NAhG
PMTeeNtT NI N+ N+APLS  UiFPT 00
ANTET PNEFT G+ (5 MPF ALCID-F AALPA:
A2 Fmem NHAL PR, 791890 P71 Pax6p P
AINNT Y+ HE+HE AL 909° MNMHINTT +hide PM-spe
goYHE AT NNE+E Uid U16F717 ST A
ALHTITR: F94.7 ATYZ 0990 PNYLP NI PA TR P
NC NATLNT AAC AT9C N15 NARE HP NT9 L9 PIRTHL
+anR AL @ARPL PLINF TH AAINC PAT8NTE T NG+
BIRC NN, ASPT AL NE+HT 0PI STANT AT8FC P+
TOAT d e

NAA NFA AATR Ob& P4.L57N +£9F hY14TT ONm
nA NhT 2 AT8UL9° hh&dh NINTF IC PINGFo-7
DTTFF NANHE @D P2ZM- NAPPE NI PATRLNT RAC
N@s ATANAN AT L@ YIC PANTDF NEPPFIID
Pand g™ AhA 1Pt $L A

N3NF3 NNEF 9@+ 23R NA+$FT NTHAG PhPIDMM-7
9 ATYNT P+APR ALHD- PARMRAY HARTY 1R
+9N4P N9 L2 +918CRERY NAN+TTHE U1 AdR DM+
¥¢‘5\::

NAL N+menm @w/t NI NRL1M PANAN B+
Ak, 2017/18 PNET 9Dt PN +dMepe YA ML
10.9 NAET £27 AT £Td-9° hAAL M- 9D} +ADAAL
&t IC AMELL 3.2 NAPT NC AR FP 94 ANLTA:

NHU® AR Pt+$amsp YAN LINET €L ML 523,705
AZ3A: NNET 9aek NUIC 848 h&t+Ed Pd-eh JOIHL
AMZT PHNAT NPT NI Dt 8, £INEF IC NLLIa-
MM AG N+t PP 171t 108.5 TA LT PATRLNT
EAC ANNNA FAA:

NNET 9ao+ NI PNEC h9PF+ aBMmT A9PT hINZNT
NC 5.4 AP @L 7.2 ALY £27 AU PHNAR: NECT
N+tAMT MPAA NECTF oMYy JC A198C 2.5 NABT@mY
NF LHPA: LU PAFCRP NhdP NTh A+NAR
NECT NNPM@- P 5 NA°% MLP AIRC AFL PN
YT NARANGR Pt B28 AL AT PujPA: NGAD+
PNIN AMPAL YNF NNC 105 NAET L NC 14.1
AP P27 ALY O+NdA NTHA 29190 ML NC 1.7 NAST
A&3A: AT 9D MPAA PN NTFA @E NC 2.2 NACTY
& NAA: N+m49° NNET G+ PNTR NARAACET
NPM-T+ AOPHA-IPL d®M7Y QLT+ PHCE ECA 204
Nae$ PTA::

NHU® Ntes N 2INEFT NARLNLFE AT
NMLMFFM N&e ATAINT ATLPITF ATLZ 21
T PCYIBETT NARN ANN AT NHAPR PY74F7
A&AT N&LA: NHUI® aPw/t A kA ANN A% 30/2018
Q. g0 &/ MPAA PPLIRLE €HCET ML 182 A8 UFP
PALTEET NHT L9790 ML 3,237 ANL A

NAL NtMeirt AT ArT N+LLTF P4 ATPNPAPT
NYh+y NNET 9ao+ dog /A haNC N+ NC 4109
M ALY FCE AT HA:

NAATR NRA NATPRP AT9F NTA Nhrd NAAT® N7Fh
42570 NARLLA AR NAD TCALI® N +AF4 LA
TC4I™ NAINTE AT PNNAT HCET AL FhdF Paam
AL NTNTFI9° NATF N7 NRA AN N99,L270x 4.2570
Ml ehpeNFAs ATHU +aN&+ N ACHTI® 1H
Ne8F@ NtetBER APRAT IC P+$TE AT NN AADRO-
PALTF A®Mew, N+ALIR PNEC AAMM-T NTIAAD Nh-A
mem P LFmPAs

hHu9® NARIC NI hHARR  +APPs PNHIN &ATE
AT8.U9° APN4G PAPMMT AMPAL P4 ATPNPN
NAN+a% i aPOMF £FA HYE N+MTeem- PNEF
gt R8N ANT8LLP AOPHRC AnTE +9INLP +LLAA:

A8+ PHC Ne 1H DN N+MT DT AL P+aAL+
ALY 2INT +hC A7494%TT NMN+POSP AT ha+anC
AIRCT AT8U9R Pe AEATT N+HPTES +mPhit

www.berhanbank.com 5



P+NN&TFU NARDAEFT! gowIT APD/NN ATLPhAT YACFFID PNTNTTY Ahd

] ] P NGY UF ATRMPMA NIAD- PRLLNHCTF NCE AT
NAO@LAT® ANMET RINEFFIT ARTRLCANATE AGPAD: (1o o ama s % gy AGDaIAG AMBALH

PN WtPF A8, IR AGRAD- NARNACTT AT NALCA

ANAT ARZIFUF ANTPEAT ANLLTUNT ATPTF N& PA AAPACITAL

FOFO

PSLLN+CT NCE ANAN,




P8LLN+CTF NCE AbaINC AOHT

P+HNN&FU NARRAETT

N P Ah.h AL 30/2018 P+MeTPPm-7 95 PNCYT NTH
QP Pig AL9ETR L7CTF APCNATY h&+d eh
2AMTA: PNYNFT 4R +P AL 969° AL NHU $LA™ U
NNt AR AN+TE AT At amt? P+ITed Nt
QoA @i

NThTT MLTINLE APAPA NT9L NINTF aPhhd h&+§
$ANC PINNT O&F NUPI9° B2 847 NNST AdPdMT
N LNFAD Ntd-tE PP APRT AT NMAMTFMD P+APLR
P4LTTN ATA%IT ATRLET NAPFTH NATSNTLO-
@-ND AT8NEE 24 N8BT NAL NFMTYt AT
N5 PRINETF A14%AF NAPFTH D&+ At THAaRHIN
FAA: NHALIR PALT AT +ndF 8 9zt NThFY
haygm9® 1 N+AP +APPe PLPIM™-T PINPO-7
G NOTF aadm PATAD HIE  PATLAT AL-PEY
NHa®YE  NTN44FF A18.U9°  P+APR  PMLHIN
AT LT PCR NAD+NC NPT THO-I° N+AA dRAh-
+Mm88LIEY PAPNT 1H y@-:: Ga0+ NHTILI® Ah.h N
2016/17 P3-P@7 NNAF AN+TIOE NPy dPAN $MLY+Y
AT TR AT AT PWANTIR 4Dt Y-

Ak.h. 2017/18 PNET 3a0%F PN HCE ANTFIZL BLGPTF
P+ATPANT FanF NG +NA AIAS 2FAA: NTALR
PAIZ+E ANNNPT N+NA+TE: P7ALh AACRZIJF ©+7A
PRI+ e PM6e AIANTMYF NN&E+E Ui +80F
@-NH POLPNT 1H TNC: NHUT® T°ATLT N+AL PO,
T8, HC& HI9P+E AL PAPNTT POr6 FRYHL M- NEA+E
AT PANTANTT NHUI® 9°h3PF PN, 1918 AdRCe
@Mt MPMT PAFANT 1H 1NC::

2Y9° NThF PLINGTFT Pa-6be TPYHS &ATF NNE Uit
goAR @AM P+FI4NF 1H ATRINC ARHYTIFR::

A18U  PAT HAPPE AT ANFIZ NNNPR  U19T
N+hAENF OFFI° NPT NCYT NTN PPCI6RE AL TN
N@A&F AT NFFE N+EF NAFIH N&E+HE P4L570
TC& MAMHIN TAA: NNET G0+ N PINL ALY
NOA&4TE 17 AT YNF DANAN AL $893  Fhdt
ADT NALNTFE HCET PIT@ 9@ NHUID N&E+E
AL @MAMHIN FTAA: NAMPAL NI NNET Gao+
NNTH AT18NTEER PFHPOT NE+HT -8 80 AT &% PUF
ANTETY NARTETT ACPOMT P+APR NARTY NARYLe
FoINGP AL CAA::

Nhe@TFa HCL N +aINst NNNPR AT AhS PR
BSPTT +RRI® AAA N1 30/2018 N+tMTPPm- PNET
gat NG Nt PHC& a®mT NC 4109 AT
ALNMHIN PN P+NEA NTHA L99° @e NC 1.7
NAEY AECAA:

NAA N PNTINFT PSRA+CT NCE AT PNAR AOR4C
ANAT N9PF TH@-9® N+AA AR N7h- NRINEF HIE
tRse PP ATRPDA NTULS. PHALR 7ANPTY AT
£INFY NARIFRIID AT NMKLSP NV AL RTRM-
AZCTIPA:

N+taZo N+MSeemd PNEFT G+ N+LL70r 8F
PAARAAEPT MPAA FNh ABRN PRRLNTCT NCE
ANATTY PAR/MNT AF PACENT QaDAige dO(Pr £ FMmAA:
LUTI9® +hFAe A88N +aPLep PRLALNTCT NCE ANAT
hINCE IC NPAN ATRPYS PORL8. PHALR PHO-O-3
NAMTPTF AT8.NMD +LCAA:

NtEAPAED denhge NTINFY n&+E ARCF PAPNF
ALY NHUI® ALNATD F0C III P+AT LZE@Y MNP AS
PHODY PADLE 4290 AATTNF ML ATAAT £7NNT PNEF
Qa0 4@ A78U PADT HARGR PNYA HNPAE dO+aNC
N Nh88N PENPAE ANET JC 17 AT AT84E
P PaHm ALY NSEFA AT NAUF 1H PADM AN
NaeNA NI Fm$m- P+7PAPLN PNTN ATATPT HOR AS
AT8.7% AT PLINET A1A1ATT AT8.PAAM £48PA + 1A
BFangQ::

NHUI® NAL NI P+MANTT TBUNER YALTH hdaPdmF
A79C NHU N+Meeem PNET It AFC A+IAM-
PAUNZAN N&EAT PITHN & I& hECAA:
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