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Abbreviations

EAD Exposure ot Pefanlt

ECL Expected eradit losses

EPS Earnings per share

FLI Forward-Looking- Information

FOCE Fair valuws through other comprehensive incom
FVTPL Fair value throogh profit or loss

LTY Loan-to-Yalue

DI Other comprebensive income

SFFI Solely payments of principal and interest
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Berhan Bank 5.0
For the period ended 30 June 2025
Directors, professional advisers and registered office

Company registration number
BLAAA /0002442 /2005

Directors (ds of July 1, 2025)

Exccutlve management (4s of July !, 2023)

Ato Efigo Legesse Mottn Chairperson Appointed on 19 April 2024
Ato Ermias Girma Tekle V/Chairperson Appointed on 19 April 2024
Wzo. Meron Gezahegn Seifu Member Appointed on 19 April 2024
Ato Sibu Ayele Etefa Member Appointed on 19 April 2024
Ato Jaleta Wordoffa Gurarra Member Appointed an 19 Apnl 2024
Ato Biniam Bedewi Mohammed Member Appointed on 19 April 2024
D, Lemma Degefa Gudeta Member Appointed on 19 April 2004
Dir. Abaydar Kettema Woldeeah Member Appointed on 19 Apnil 1034
Dr. Aynalemn Abayneh Mamo Member Appointed on 19 April 2024
Ato Daniel Wondinm Wolderufael Member Appointed on 19 April 2024
Ato Girma Mamo Milky Member Appointed on 19 April 2024

Name Title

Ermalas Tefera Shawel CED o= Jan-goayq
Salemon Aszefa Haile Deputy CED - Enterprise Services 13-Jul a034

Dagrnawi Kasabun Mengeths Deputy CEO - Business and Digital Banking 13-Jul 2004

Masresha Hailemickae] Goafa Deputy CED = Strategy and Ketail Banking 1=Jul 2004

Bethlehem Getachew Metaferia  Chief - Enterprise Resource Mapagement 13+Jul 2034

Amanue] Tadese W/ Gebria (Chicf = District and Branch Banking Cffcer 13-Jul 2024

Sirak Amare Shiferaw Chief - Human Capital Officer 15-Jul Zo2yg

Binyam Mesfin Demeke Chief - Estata Mansgement and Marketing Officer 13-ul 2024

Shimelis Tesfaye Reta Chief - Internal Audit Dfficer 13-Jul 2024

Tesfaye Maru Abate iChief - Finance CHficer 13-Tul 2024

Desta Bekalo Sapa Chief - Risk and Compliance Cificer 13~Tul 2084

Thamas Desalepn Beyens Depaty Chief - Srategy and Emerging Markets pz-Jul 2024

Yared Agusde Wabach Depaty Chief - Estate Management Officer -l 2024

Elsa Ketema Gebre Depaty Chief - Digital Banking Officer 8-May 2025

Bayisss Milkessa Filla Deputy Chief - Loan Recovery and Decumentation Officer 22-Jul anz4

Haktemariyam Gebepehu Legal Advisor (Equivalent to Direcbor) on-Jul 2003

e B Director - Legal Servics Department T

Bashih Nega Mamo Acting Directoe- IT Secanty Departmend 10-Jun 2025
Habtamu Dita Hirpo Treputy Director - Strategy and Emerging Market 1o-May zoa5
Kebyoe Moges Mekonen Director = Trade Service 2nd Forelgn Guarantes Departmet 12- Aug 2034
Temesgen Markas Larebo Diirector - Central Ethiopia District 13-Feb 20235

Danied Belist Mengiste Depuiy Director - Property Management (G5) and Logistics 13=-Jul 202y

Belay Mebrat Tegen Diirector - IT Application Support and Development Department ifi=Dhee 2031

Ermyas Girma Taye I i 5 i~Jan 2033
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Berhan Bank 8.C

For the period ended 30 June 2028
Directors, professional advisers and registered office

Semenawit Abaci Kenany
Abera Shikur Kassa

Henok Bekele Ababay

Teketel Agafar Anseho

Kidist Abesham Kidane
Testive Zerefy Wobdeamanuel
Achamyelesh Alemayeho Wube
Dianie] Methewns Meja

Feyera Ejeta Gurmessa
E=zayas Girma Gebremediin
Fikndu Assein Kebede

Kihche Gemwork Jembere
Yared Ashienafi Berhanu
Meheretu Awano Lamtecha
Iehiyou Scid Mohomemed
Hagoa Berhane Desta

Fodas Selomon Aweita
Tarmira Bebagas Dikie

Dereje Getanch Tessema

Tizita Anchme Rogaesa
Abeha Edmealem Ayalew
Endalkachew Ayele Workmeh
Akliha Tadesze Zewdie
Axkale Atshaha Fegere
Memera Wedajo Wersle
Wendwesen Tedla Mekonnen
Degemu Sibany Aga

Mekhib Amare Jirn
Bizunesh Shiferaw Teshome
Tesfu Shibiru Gebena
Sevwuniet Basho Deressa
Abey Berhane Embeza
Salemman Tadesse Degu
Ziena Bogale Demerme
Harma Yibrah Atsebeha
Hetzanet Tilabun Lelisg
Desalegn Fissehatsion Altaseh
Mubaken Dagne Guade
Alemayehy Etana Dore
Fikremarkos Yigrem Mekonnen
Abel Lema Goben

Enunet Teshome Hail=

Marts Gobens Slhewa

Brawiit Gretaches Alemneh

Director « Flanning and Manitoring Departmend
Director - Soath Adidis District

Director - Foreign Remittance nrd Fund Management Department

Dircetor = Enst Addis District

Diirector « Digital Banking Dperations Departmernt

Dieputy Direclor - Haman Capital Management Department
Company Secrelary

Thirector - Instituticnal Banking Department

Direetar - West District

Diirectar - Database and MIS Department

Depaty Director « Accounts Reconciliation

Director - Customer Accounts and KYC Department
Diretar - I Infrastreciure Department

Directar - Human Capital Management Depariment
Directar - Performance Management Department

Directar - West Addis Distriet

Depuly Chief - Infoemetion Officer

Directar - Bupply Choin and Contract Management Department
Director = Credit Fallow [ and Paortifobio Management

Depuriment

Depuly Mrector - Bocumentsioa and Disbursement
Deputy Director - Trade Service and Foseign Guaranies
Diirecior - Treasary and Investrment Department

Diepuiy Mrector - Financlal Analysis and Reporting

Deputy Director - General Aceounts

Director - Talent Development Depariment

Diirector - Eact Distriet

Deputy Director - Foreign Fosd Monagement and Accounts
Dieputy Disector- Supply Chain & Contract Mansgement
Depusty Direstor- Boilding Malntenanee and Modificarbon Cffies
Deputy Director - Institational Banking Department
Director - Ridk Management Department

Dareclor - Corporats Crad® Management Departiment
Director - Merth Addis District

Dreputy Director - Talent Development Deparimest

Dieputy Director - Legal Service Department

Deputy Director - Share Adminisration

Director = Finance and Accounts Department

Exscutive Assisiant (o the CEQ

Director - Internal Audit Department

Ddrecior - Copial Marker and Equity Management Deparument
Aczing Direcior- Digital Fnancial Serviee Department
Drirecior - Marketing and Communication Department
Director - MSME asd Persanal Banking Depastment

HMaorth Disteict Coomdimor

1=Mar 2017
Z0-Jan 3025
20-Jan 3025
2o-Jan 2025
20-Jan 2025
2o-lul 2025
zo-Mar 2004
2a - Jul 2024
22~ Jul zoay4
z2-lan 2025
23-Jul 2034
22-Jud 2024
23-Jid 2024
22-Jul 2024
22-Jul 2024
22-Jul 2024
az-Jul aoag
ga-Jul 2024
22-Jid 2024

2z-Jul 3024
2l 2024
a2~ ooms
ozl 202s
22-Jul 9024
23~ 20124
2o Jul 2024
za-Jul 302
22-May 2025
23-May 2025
z-May 2025
24-alun 2025
29~Jan 2024
23-Jan 2024
z7-May 2025
Z7-May 2025
2B-Jan 2021
2o-Jan 2004
2g-May 2025
F-Jun 2025
3-Febanag
3-Oct 2024
B-May 2025
g-Jan 2025
3o-Dec-20u4
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Berhan Bank 5,0

For the period ended 30 June 2018
Dircetors, professlonal advisers and reglstered affice

Independent Anditor

Kokeh and Melkamu Audit Service LLIP

Chartered Certified Accounts/UK/
PO, Box 331645

Fax:01 15522688

Email: Kokmelki@gmail.com
Addis Ababa

Ethiopia

Carporate olfice

TK International building
China - Afriea Square
PO Box 387 - 1110
Addis Ababa, Elluopia

Company secretary

TK International building
China - Africa Square
PO Box 387 - 1110
Addis Ababa, Ethiopia
wawe herhanbankse. com

Principal bankers

Bank of Beirut, Loadon
Eco Bank, Paris

Commerze bank, Cermany
Oddo BHF Bank, Germany
Aktife Bank, Turkey

Eco bank, Kenya

KCE Bank, Kenya

CAC Imemational Bank, Djibouti
Exim Bank, Djibouti
Equity Kenya LTD

African Export Import Bank
East Africa Bank, Djibouti
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Berhan Bank 5.C
Report of the Directors
For the peddod ended A0 June 20258

Thie directors submil their repori together with the financial statements for the period ended 30-
June 2025, 1o the members of Berhan Bank 5.C ("Berhan” or the "Bank”). This report discloses
the Amancial 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 iz domiciled in Ethiopia

Principal activities

The Bank is principally engaged in the provision of diverse range of linancial products and services
to @ wholesale, retail and SME clients based in Ethiopian Market,

Results and dividends

The Bank's resulis for the year ended 30 June 2025 are set out on the Statement of profit or loss
and other comprehensive income. The profit for the year has been transferred to retained eamings.

The summarised results are presented below.

30 June 2025 30 June 2024

Birc'oon Blrr' oo

“Revenue 7,948,575 4,577,533
Prafit / (loss) before tax 251,080 1,507,785
Tax [charge) / credit [415.521) (319,573}
Profit / (Joss) for the year 2,005,559 LiB8, 212
Other comprehensive income [ (Toss) net of taxes 268,058 zi7,086
Total comprehensive income [ (loss) for the year 2 363,617 1,405,268

Directors

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

Ato Eligo Legesse }/"A‘Iﬂ'ﬂml' Tefera

Chairman of ithe Board of Directors Chief Exccutivk Officer
Addis Ababa, Ethiopia
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Rerhan Bank 5.C
Statement of Directors’ Responsibllities
For the period ended 30 June 2015

In pccordance with the Banking Business Proclamation Mo, 592/2008, the National Bank of
Ethiepin (WBE) may direct the Dank to prepare financial statements in accordance with
intermational financial reporting standards, whether their designation changes or they are replaced,
from time to time.

The Bank's Directors arc responsible for the preparation and fair presentation of these financial
stalements in conformity with Imernational Financial Reporting Standards and in the manner
required by the Commercial Code of the Federal Democratic Republic of Ethiopia 2021, and for
such internal control as management determines is necessary to enable the preparation of financial
siatements that arc free from material misstatement, whether due to fraud or error. The Bank is
required keep such records as are necessary lo:

a) Exhibit clearly and correctly the state of its affirs;
b)  Explain its transactions and financial position; and

€l Enable the National Bank to determine whether the Bank had complied with the provisions
ofthe Banking Business Proclamation and regulations and directives ssued for the implementation
of the aforementioned Proclamation,

The Bank's Directors 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 Finencial Reporting Standards, Banking Business
Proclamation, Commercial Code of the Federal Democratic Republic of Ethiopia 2021 and the
relevant Directives issued by the Nationzl Bank of Ethiopia.

The Directors are of the opinion that the financial statements give a trus and fair view of the state
of the financial affairs of the company and of its profit or loss.

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

Mothing has come to the attention of the Directors (0 indicate that the company will not remain a
going concern for at least twelve months frem the date of this statement.

Signed on behall gf the Directors by:

S

Ato Eligd Legesse
Chairman of the Board of Directors
-Chet-25
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Kokeb & Melkamu Audit Service Limited Liability Partnership

Cerdied Accountants (UK) B Authorized Auditorsf mE4AERE Ahm3Fvhe (Bh) &9 FHLPRATI RLAET

INDEPENDENT AUDITORS' REPORT TO THE SHAREHOLDERS OF
BEEHAN RANK (5.C)

Report on the Audil of the Financial Stalements

Dpinian

In cur apinion, the accempanying financial stetements present fairly, in all material respects, the financial position ﬂ'f
Beshan Rank (S.0.) as a1 June 30, 2025, and its financial performance and its cash flows for the year then ended in
necardance with Imternatianal Financial Reposting Standards (IFRSs).

We have sadited the financial statements of the Bank, which comprise the Statement of Financial Pesition as at Juse

30, 2025, and Statement of Profit or Loss and Other Comprehensive Income, Statement of Changes in Equity, and

Staterseit of Cash Flows for the vear then ended, and notes 1o the firancial statements, ncluding 2 summary of

sipnificant accounting policies.

Basis Tor Opinion |

We conducted our sudit in accordance with Intematioral Standards on Auditing {15A5). Our responsibilities under |
thase standards are further described in the Awditor 's Responsifilities for the Audit of the Firarcial Statemsnis section
al aur regor

We are independent of the Bank within the meaning of the Code of Ethics for Professional Accountants issuved by the
Intermaticnal Federation of Accouctants (IFAC) and have fulfilled our other responsibilities under those relevant
ethical requirements. We belseve that the andit evidemce we have obtained is sufficient end appropriate 1o provide a
bazis Tor our opinion.

Key Aundit Matters

By audil mstiers ane those maters that, in our profeasions] judpment, were of most significance in eur audis of the
financial statemests of the current perinod.  These matters were addressed in the context of our audit of the financial
slabefnent &% & whole, and in forming cur apinion thereon, and we do net provide & separate opinios on these maters.
We have determined that thers is no key aodit matter to be communicated in car report.

Responsibilities of and Those Charged with Governsnes for the Financial Statem ents

Management I8 responsible for the preparation of thess financlal sisements in accordanes whb the Infemnational
Financial Reporting Swndands and the Banking Business Proclamation Mo, 59202008, Benking (Amendment)
Proclamation 11592009, and direcives and circulars Bewed by the Mational Bank of Ethiopia, and for such inberaal
controd as management determines is necessary to enable the preparation of financka] statements that are free from
materal misstarement, whetker dus to fod or emor,

In preparing the financia! slalemepis, management is responsible for ssessing the Bank®s ability 1o continwes as a
going concem, disclosing & applicable maners related o goiog concern, and using the golng concern bosis of
HDDIIEEIE.

Those charged with gevemance are responsible for overseeing the Bank's fnancial reporting process.
Anditor's Responsibilities for the Audin of the Financlal Statements

Char objectives are to obiain reasonable assurance zbout whetber the finascisl sistements as o whole are frez from
materal misstatement, whether dug to frud or emor, whether the financial siatements are properly prepared in
sccordance with IFRS, the relevant provisions of the Cammercial Code of Ethiopia 2021, the Banking Business
Proclamation Mo, 2922008, and the Banking ( Amendment) Proclamation 1153574019, and 1o issue and auditor's report
that incledes our opinion. Feasonable assurance is o high level of assurance, and not & guarantes that and audit
conducted in accordance with 1SA(s) will always detect a malerial statement when it exits. Missislements can anss
from fraud or esrer and are considesed material if, individually or in the aggregate, they could reasonably be expected

to influesce the economic decisions of users laken on h:muje\:mchtmmmu_ (WO,
. = - i!..'ll“}""- TR '.'r-.d_
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Kokeb & Melkamu Audit Service Limited Liability Partnership

Canifiod Accounlants |UK) & Authorized Auddors! it LARE ANIYEYHY (Th) &S FHESRATD MLIET

As part of en sudil in sccordance with 15As, we exercise professional judgment snd maintain professional skepticiam
throughout the audit we alun;

" ldentify and assess e risks of material misstatement of the Nnancial stabements, whether due 1o fraud or
error, design and perform audil procedures responsive 1o those risks, and obtain audit evidence that is
sufficient and appropriale o prowide a basis for our opinion. The risks of not detecting a magerial
misstatement resulting from fraud is higher than for one resulting from emar, & froud may involve collusion,
forgery, intentional omissions, misreprosentations, or the override of internal control,

*  DOain an understanding of intemnal control relevant to the awdit in order to design awdit procedures that are

Eppropriste in ihe circumstances, but not for the purpose of expressing an opinbon on the effectiveness of the
Buank's internal contral.

*  Evaluate the appropriabeness of accounting pelicies used and the reasonableness of accounting estimates and
relited disclosare made by manaeement,

= Concluding on the appropriatensss of management's uss of the going concern hasis of accounting and, based
on the audit evidence obtained, whether a mserial unceriainty exists related to events or conditions that may
casl significant doubt on the Bank's ability to continue &5 a going concemn. [f we conclude that immaterial
uncertainty exists, we are required to draw attention in cur auditor's repont to the related disclosures in the
fimancial sistements or, if such discloseres are inadeguate, to madify our opinicn. Our conglasions are based
on the nudit evidence obmined up o the dete of our sadibor's report. However, funire events of cosditdons
migy cause the Bank to cexse fo continne &5 8 going concem,

We have communicated with management of the Bank regarding, amang other matiers, the planned scope and timing
of the audit &nd significant audit findings, including any significant deficiencies m internal controls that we identified
during cur sudin

Report on Other Legal and Regulatory Requirements

We hawe no commeni o make on the repart of your Board of Directors S0 far as it relsies to the financial statements
and pursuant to Article 349 (1, 2 & 3) of the Commercal Code of Ethiopia 2021, and recommmend approval of the
financial stafements,

The Bank's baard of directors, after deducting tax, legal reterve, and other deductions, recommended to the General
Assembly of Sharcholders that birr 1,045 5855 346 a3kx s dividend paymesis. As dividends ane
subject to approval by the sharsholders, we have;

lslref & 701

Kokety & Mefamu Aodit Service LLP

Chartered Certified Accountants (LK)
Authorized Auditars in Exhiopla

ALl AERFEEEENEENRENENEREEREEEREERDDLTE

& +251-11-616-69-56 @+251-911-20.37-78 |- 33845, Addis Ababa, Ethiopia E-mail: kokmelkEgmail.com
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Berhan Bank 8.C

Stntement of Profit or Loss and Other Comprehensive Income

For the period ended 30 June 2025

soJune 2025 30 June 2024

Notes Birr'ooo Birr'ooo
Lnterest {nvoome 7 6,058,457 5:112,154
Interest expense 8 {2,307,561) (1,796,517
Net Interest Income 950,800 3315637
Fees and commission income 9 2,351,938 836526
Fees and commission expense q ﬂﬁ_ﬂl_@ﬁj (79,807
Met Fee and Commission Income 2,087,842 756,719
Drher operating Income 1 1,000,002 438,261
Totnl Operating Income 939340 4,510,617
Loan lmpairment Charge i1 Z2.548 144,207
Impairment Loss on obher Financlal Assets 1L [15,203] [77.291)
Met Operating Income 7,946,575 4,577:533
Personnel expenses iz {2,407.30%) {2,075, 2H1)
Depreciation of property and equipment 21 (97,98E) (79,426)
Amortisation of intangible assets 20 (4,165 (3.784)
Amortisation of right-of-use assets 19 (343.927) {317,680]

_Other operating expenses 13 {2,582,113) (592.577)
Total Operating Expenses (5.435.495)  (3.069,748)
Frofit Before Tax 2,511,080 1,507,785
Income tax expense 14 {415.521) (319573
Profit for the Perbod 2,045,559 1,088 210
Other Comprehensive Income (OCT) NMet of Income Tax
Ttems that will not be reclassified to profit or loss:
Remeazurements of Dedfined Benefit Liability/ Ascet-Net of Tax 26 (57.712) (36,342)
Movement in fair valoe reserve (FVOCT equity instruments) z2b 325,770 255399
~Met af Tax
“Total Eumpr:'h:min Income for the Year, Net of Tax 2,765, 617 1.4u5..=53_

Profit Attributable to Equity Holders 2,095,555 1,188,212
Eamings per shane of Birr 1,000
Basic Earnings Per Share 546.97 35033

The notes are an integral pant of these fnancial statements.

i NCYY

Berhan Bank
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Berhan Bank 5.C
Statement of Financlal Posithon
For the period ended 30 June 2025

a0 June 2025 A0 June 2024

| BN SN U . BN BN BN B BN B BV BV B IV B N B W W

Notes Birr'ono Birr'ooo
ARSETS
Cash and Balances with Banks I8 7325475 4.839,m15
Duae from Banks & Other Financinl Tnstitutions 15 B66,669 937387
Loans and Advances to Castomers 16 34.527.085 29,202,255
Investment Sacurities
Financial Assets al nmortized cost: 17 6,348,801 2,604,270
Financial Assets at FVTOCL: 17 608,049 460,152
Other Assats 18 2,897,297 1,550,695
Inventory 18 106,106 152,044
Non-Current Assets Held for Sale 18 237.6m 214,641
Right-af-use asscts i9 1,202,504 1,165,020
Intangible Asscts 20 oh,7E2 5,052
Property and Equipment 21 1,448,274 1,340,376
Restricted Pund Balance 15 3ed54.000 2,549,700
Total Assets 58,958,859 46,021,506
LIABILITIES
Due to Banks & Other Instimtions 22 287,348 578,018
Deposits from Customers 22 44,454,019 36,852,193
Current Tax Liabilities 14 448,557 286,380
Margins Held on Letters of Credit 2z 1,508,336 507,992
Other Liabilithes 22 3,192,689 1,064,912
Frovisions 22 01,081 250,027
Fetirement Bensfit Obligations - 194,200 136,485
Dieferred Tax Liabilities i4 ga8y G7,205
Total Liabilities 50,418,730 39,808,311
EQUITY
Share Capital z3 4,286,885 3447808
Share Fremivm =3 18,628 16,572
Betained Earnings 24 1045856 AH1,088
Legal Reserve 25 1,677,627 1,153,737
Other Reserve 26 a82,040 310,080
_Regulatory Risk Reserve 27 1128, 204 [ e I
Total Equlty B.540, 120 6,213,105
Total Liabilities amd Equlty 58,058,850 46,021,506

The financial statements were approved and autlorized for issue by the board of directors on (6-Oxt-25

and were sigmed on s aghall by:

Abo Fliﬁ,uljepme
Chairman of the Board of Directors
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Berhan Bank 8,C
Notes to the Financial statements

1 Reporting Entity

Berhan Bank SC ("Berhan® or the "Bank”) is a privale commercial bank domiciled in Ethiopia.
The Bank was registered and licensed by the National Bank of Ethiopia on 27 June 2009 in
nccordance with the provisions of the Commercial Code of Ethiopia of 1960 (now replaced by
Proclamation No. 1343/2021) and the Licensing and Supervision of Banking Business
Proclamation No. 8471994 (now replaced by Proclamation No, 1360/2025). The Bank primarily
provides corporate and retail banking services in the country. [ts registered office is located at Bole
Dildiye TK Imemational Building, 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 clicnt’s base in Ethiopian Market.

2 Summary of Significant Aceounting Policies

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

1.1  Basis of preparation

The financial statements for the period ended 30 June 2025 have been prepared in accordance with
Intermational Financial Reporting Standards ("[FRS™) as issucd by the Intemational Accounting
Standards Board (*LASBH"), Additional information required by Metional regulations is included
where appropriate,

The financial stalements comprizs the datement of profil or loss and other comprebensive incoms,

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 concemn principle under
the historical cost concept except the following:

»  Fair value through other comprehensive income and far value through profit and loss,
financial assets and financial linbilitizs and investmeni properties measured at fair vabue;
Assets held for sale - measured at fair value kess cost of disposal; and
The liability for defined benefit obligations recognized at the present value of the defined
benefit obligation less the fair value of the plan assets and plan assets measured st fair value

2.1  Functional and Presentation Currency

These consolidated financial statements are presented in Ethiopizn Bire (ETB), which is the Bank's
functional currency. All amounis have been rounded to the nearest million, except when otherwise

indicated.
23  Going Concern

The financial statements have been prepered on a going concern basis. The management have no
doubt that the Bank would remain m existence after 12 Tmhnlh__i.._
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Rerhan Bank 5.0
Mites (o the Finanelal matements

14 Significant aceounting estimates and Jodgements
Judgements

The preparation of the Bank's financial statements requires management o make judgements,
estimates and assumplions that affect the reporled amount of revenues, expenses, assets and
liabilitics, and the sccompanying disclosures, as well as the disclosure of contingent Labilities.
Uncertainty about these assumptions and estimates could result in outcomes that require a material
adjustment 1o the carrving amount of assels or liabilities affected in future periods.

In determuning the carrying amounts of certain assets and liabilities, the Bank makes assumptions
ofthe effects afuncertain future events on those assets and liabilities at the balance sheet date. The
Bank's estimates and assumptions are bagsed on historical experience and expectation of future
events and are reviewed perindically. Further information about key assumptions concerning the
future, and other key sources of estimation uncertainty and judgement, are set out in the relevant
disclosure notes for the following areas:

¢ Credit imparment

# Financial instruoments measured at fair valug

= Provisions for liabilities and charges

Information about jedgements made in applying accounting policies that have the most significant
effects on the amounts recognised in the consolidated financial statements are included:

— Establishing the criteria for determining whether credit risk on 4 financial azset has increased
significantly since nitial recognition, determining the methodalogy for incorporating FLI into the
measurement of ECL and selection and approval of models used to measure ECL.

— Classification of financial assets: assessment of the business model within which the assets are
held and assessment of whether the contractuzl terms of the fnancml aszed are 8PP on the
principal amount outstanding,

Assumptions and Estimation Uncertainties

In determining the carmyimg amounts of cerfain assets and liabilities, the bank makes assumptions
of the cifects of uncertain future events on those assets and habilitics at the balance sheet date. The
bank's estimates and assumplions are based on historical experience and expectation of future
evenis and are reviewed periodically.

Information about assumptions and estimation uncertainties that kave a significant risk of resulting
in @ material adjustment in the year ended 30 June 20235 are included in the following notes:

— Impairment of financial instruments; determining inputs into the ECL measurement model,
including incorporation of forward-looking information.

~ Determination of the fair value of finanzial instruments with significant uncbservable inpuls.
— Measurement of defined benefit oblipations: key actuarial assumplions.
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Kot b The Finnncial sinlemenis

- Recognition and measurement of contingencies: key assumplions about the likelihood and
magnitude of an outflow of resources.

~ Impairment of financial instruments: key assumptions used in estimating recoverable cash flows,
3.5  Newand amended IFRS Accounting Standards that are effective for the Corrent year
1) Amendments to TAS 1: Classification of Liabiliiles as Current or Non-current to IAS R

In Junuary 2020, the IASB issued amendments lo paragraphs 69 to 76 of IAS | to specify the
requirements for classifying lahilities as current or non-current. The amendments clarily:

* What is meant by a right to defer settlement?
» That a right to defer must exist at the end of the reporting period.
* That classification is unaffected by the likelihood that an entity will exercize its deferral right.

* That only if an embedded derivative in s convertible ability is itself an equity mstrument
would the terms of a liability not impact ils classification.

The amendment docs not have any material impact on the Bank
il) Amendments to IFRS 16 — Lease Liability in a Sale

The smendment to IFRS 16 specifies the requirements that a seller-lessee uses m measuring the
lease lmbility arising in a sale and leaseback transaction, to ensure the scller-lessee does not
recopnise any amount of the gain or loss that relates to the right of use it retains.

However, the requirements do not prevent the seller lessee from recognizing any gaim or loss
arising from the partial or full termination of a lease

The amendment does not have any material impact on the Bank.
2.6  New accounting standards in issue but not yet effective

A number of new standards and amendmeris 1o standards are effective for annual periods in 2025
and beyond and earlier application is permitted; however, the Bank has not early adopted the new
and amended standards in preparing these consolidated financial statements.

The bank shall apply the amendments when it it is due, However, the new and amended standards
are not expected (o bave a significant impact on the Bank’s consolidated financial statements.

JNCY T
\ Berhan Bank j 2
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Rerhnn Bank S.C
Notes to the Vinancial statements
Tiile eseription Effective Date
Amendments io IAS | The amendments specifies how an entity should assest whether a ments are
2| = Lack af rarreney 18 sechanpeable snd how 8 should determine 3 spot | effective  for  annosl
exchangeability exchange rate when exchangeahility i lacking,. periads beginning on or
after January 1, 2025
A currency is considersd o be exchangeable into another currency | Earlier application B
when an entity is able o obtain the other currency within o time | permitted.
frnme that allows for & normal sdministrative delay and through a
miarket or exchanges mechanism in which an exschange transaction
waonld ereate enforceahle rights and obligations
If & currency is not exchangeable into another currency, an entity
is required to estimate the spot exchange rate a1 the measurement
date. An entity's objective in estimating the spot exchange rate i3
ta refiect the rate at which an orderly exchange iransaction would
take place of the measurement date between market participants
unider prevailing economie conditinns,
IFRS 18 = This standard repleces 1AS 1 and Introduces new sublotals (&g Izsized g ﬁﬂ:mm
Fresentation and operating profi) and enhanced disclosure irements. These effective  for  ansual
Disclosure in amendments are not expected to have o significant impact on the | pericds beginning on or
Finanrckal finsncial statements in the period of initial application. after 1 Jamwary zoz7
Statemnents (early sdoption
permitted).
The Bu:i:‘u elected
not 1o IFRE 18
early.

2.7  Forcign Currency Translation
@) Functional and presentation currency

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

) Transactions and balances

Foreign currency transactions are translated into the functional currency using the exchange rates
prevailing st the dutes of the transactions. Foreign exchange pains and losses resulting from the
settlement of foreign currency transactions and from the translation at exchange mies of monctary
asseis and liabilities denominated in currencics other thon the Bank's functional currency are
recognised in profit or loss within other (Joss)fincome. Monctary items denominated in foreign
currency are translated using the closing rate as at the reporting date. Mid exchange rate (which is
the average of the selling exchange rate and the buying exchange rale) is used by the Bank in
comnection with the revaluation of foreign currency items,
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18 Recognition of Income and expenses

Revenue is recognised to the extent that it is probahle that the economic benefits will ow o the
Bank aned the revenue can be reliably measured, regardless of when the payment is being made.
Revenue is measured of the fair value of the consideration received or receivable, laking into
aceount contractually defined terms of payment and excluding taxes or duty.

The Bank, eams income from interest on loans and advances, investment in shares, deposit with
other banks, purchase of Bills and Bonds, letter of credits, letter of guarantees and other operational

ECTVICES,
i Net Interest Income

i) EMective interest rate

Interest income and expense were recognised in profit or less using the effective interest method.
The effective interest rate was the rote that exactly discounted the estimated future cash payments
and receipts through the expected life of the financial asset or financial lability (or, where
appropriate, a shoner period) 10 the cammying amount of the financial asset or financial liability.
When calculating the effective interest rate, the Bank estimated future cash flows considering all
contractual terms of the financial instrument, but not future credit losses. Where the estimates of
cash flows have been revised, the carrying amount of the financial asset or Lability is adjusted to
reflect the actual and revised cash flows, discounted ot the instrument s ongmal effective inlerest
rate. The adjustment is recognised as interest income or expense in the period in which the revision
is made.

The calculaiion of the effective inferest rate included transaction costs and fees and points pasd or
received that were an miegral part of the effective inferest rate. Transaction costs incloded
incremental costs that were directly attributable to the acquisition or issue of a financial ssset or
financial liability,"

Interest income for financial assets held at exther fair value through other comprehensive ncome
or amoriised cost, and interest expense on all financial liabilities held at amortised cost is
recognised in profit or loss using the effective interest method.

b} Calenlation of interest income and expense

Interest income for financial asseis held at erher fair value throwgh other comprehensive income
or amorised cost, and interest expense on all financial liabilities held at amortised cost is
recognised in profit or lss using the effective interest method. The effective interest rate of &
financial asset or financial liability is calculated on mitial recognition of a financial asset or a
financial liability. In calculating interest income and expense, the effective interest rate is applied
to the gross carrying amount of the asset (when the asset is not credit imparred ) or to the amortised
cost of the liability. The effective interest rate is revised a2 a result of periodic re-estimation of
cash flows of Mloating rate instruments to reflect movements in market rates of interest,
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However, for Financial nssets that have become credit-impaired subsequent 1o initial recognition,
interest income is calenlated by applying the effective interest rate 1o the amortised cost of the
fimancial assct. | the asset is no longer credit-impaired, then the calculation of interest income
reverts 1o the gross basis. For financial pssets that were credit-impaired on initial recognition,
imerest income i calculated by applving the credit-adjusted effective inlerest rate lo the amortised
cost of the rssel.

¢) Amartlsed cost and gross carrylng amount

The *amontised cost® of o financial asset or financiol lability is the amound st which the financial
nsscl of financiel lability s measured on initial recognition minus the principal repayments, phos
or minus the cumulative amortsation using the effective interest method ofany difference between
ihat initial amount and the maturity amount and, for financial assets, adjusted for any expecied
credit loss allowance.

The "gross carmying amount of a financial asset’ is the amortized cost of a financial asset before
adjusting for any expected credil loss allowance.

) Presentation

Interest income and expense on all trading assels and liahilities are considered to be incidental to
the Bank s trading operations and are presented together with all other changes in the fair value of
irading assets and liabilities 0 net trading income,

Interest income and expense on other financial assets and financial liabilities at FVTPL are
presenied in net income from other financial instruments at FVTPL.

i) Fees and Commission

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

A contract with & customer that results ina recognised financial instrument in the Bank's financial
statements may be partially in the scope of IFRS 9 and partially in the scope of IFRS 15, If this is
the case, then the Bank first applics [FRS 9 to scparate and mecasure the part of the contract that is
in the scope of IFRS 9 and then applies [FRE 15 to the residual,

Other fees and commission expenses refates mainly to transaction and serviee fees are expensed
as the services are received.

i#y  Dividend Income

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

_:l_ 7
Bl gy it
gt
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Iv) Forelgn Exchange Revaluation Galns or Losses

These are gatns and losses arising on settlement and translabon of monetary assets and liabilities
denominated in foreign currencies al the functional currency's exchange rate at the reporting date.
Thix amount is recognised in the income statement.

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

During the year, the Central Bank shified from a managed exchange rate regime 1o a market-based
exchange mte system with new directives, Foreign Exchange Directive No. FXDA 172024, This
resubted in o foreign exchange gain on monetary asscis and a loss on monetary liabilities,
recopnized in the income statement,

19  Financial Instruments
() Initial recognition and messurement

A fnoncial instrument & any contract that gives rise fo o financisl asset of one entity and a financial
linbility or cquity instrument of another entity.

All Ginancial nstruments are nitially recognised at fair value, which is normally the transaction
price, plus directly attributable transaction costs for financial assets which ere not subsequenthy
measured at fair value through profit or loss.

The bank initially recognizes loans and advances, deposits, debt securities issued and subordinated
liabilities on the date on which they are originated. All other financial instruments are recognized
on the trade date, which is the date on which the bank becomes a party to the contractual provisions
of the instrument.

Subsequent to in#ial recognition, financial liabilities (deposits and debt securities) are measured
at their amartized cost using the effective interest method

A financial asset or financial liability is measured initially at fair valee plus, for an ilem not at
FVTPL, transaction costs that are directly attributable to #s acquisition or issue.

(b) Subsequent measurement

Financial assets and financial liabilities held at amortised cost are subsequently carried at
amartised cost using the effective interest method.

Equily invesiments designated at FVOCI are subsequently carried at fair value with all unrealised
gains and bosses arising from changes in fair value recognised in other comprehensive income and
accumulated in 2 separate component of equily. On derecognition, the cumulative reserve is
transferred 1o retained earnings and is not recycled to profit or loss.

{C]) Classification of Financial Assets and Financial Liabilities
i} Financlal assets

&

=
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Financial assets which have SPP1 characteristics and that are held within a business model whose
ehjective iz 1o hold financial azsets to collect contractual cash flows {*hald to callect’) are recorded
st amortised cost. Conversely, financial assets which have SPPI characteristics but are held within
a business model whose objective is achieved by both collecting contractual cash flows and selling
financial assets ("hold to collect and sell”) are classified as held st FYOCL

Both hald 10 collect business and a kold to collect and sell business models invoelve holding
financial azsets to collect the contractual cash Nows. However, the business models are distinct by
reference 10 the frequency and significance that asset sales play in mecting the objective under
which a particular group of financmal assets s managed. Hold to collect business models are
characterised by assel sales that are incidental 1o meeting the objectives under which a group of
assets is managed. Sales of assets under a hold 1o collect business mode] can be made 1o manage
increases i the eredit risk of financial assets but sabes for other reasons should be infrequent ar
nsignificant,

[FRS 9 contains three principal classification categories for financial assets: measured a1 amortisad
eod, fair value through other comprehensive income (FVOCT) and fair value through profit or loss

{(FVTPL). IFRS 9 classification is generally based on the business model in which a financial asset
is managed and s contractual cash flows,

The Bank shall measure a financial asset ot amortised cost if it meets both of the following
condifions and is not designated 2t FWVTPL:

o (he asset i8 held within a business model whose objective is to hold assets to collect
contractual cash flows; and

= the contraciual terms of the financial asset give rise on specified dates to cash fows that
are sodely payments of principal and interest (SPPI). °

A debt instrument shall be measured at FVOCT only if it meets both of the following conditions
and 1= not designated af FWTPL;

# the aszet 15 held within a buosiness model whose objective is achieved by both collecting
conlractual cash Oows and selling financial assets; and

» the contractual terms of the financial asset give rise on specified dates to cash flows that
are SPPL

Under [FRS 9 fair value changes are generally presented as follows: — the amount of change in the
fair value that is attributable to changes in the credit risk of the liability is presented in OCI; and
the remaining amount of change in the fair value is presented in profit or loss.

On initial recognition, an equily mvesiment that is held for trading shall be classified at FVTPL.
However, for equity investment that is not held for trading, the Bank may irrevocably elect to
present subsequent changes in fair value in other comprebensive income (CeCT). This election is
made on an investment-by-mnvestment basis,

All ather financial assets that do not meet the classification criteria at amertised cost or FYOCL,
above, shall be classified as measured at FWVTPL.
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Bechan Bank 3.0
Notes 1o the Finnncial statements

In addition, on initial recognition, the Bank may irrevocnbly designate a financial asset that
olherwize meeis the requirernents to be mensured ol amortised cost or at FVOCI as at FVTPL if
doing so climinates or significantly reduces an accounting mismatch that would otherwise arise.

Mo fmpairment loss s recognised on equity investments.
i) Financial liabilitics

The Bank shall classify ils financial liabilitics, other than financial gusrantees and loan
commitments, as measured st amortised cost or FVTPL,

A financial guarantee is an underiaking/commitment that requires the issuer to make specificd
paymenls to reimburse the holder for & loss it incurs because a specificd pany fails to meet &5
obligation when due in accordance with the contractual terms.

Financial gunrantees issued by the Bank are initially measured ot their fair veloes end, if not
designated as at FVTPL, are subsequently measured o the higher of: the amount of the obligation
under the guarantee, as determined in accordance with IAS 37 Provisions, Contingent Lisbilitics
and Contingent Assets; and the amount initially recognised less, where appropriate, cumulative
amortsation recognised in accordance with the revenue recognition policies.

(d) Derecognition of Financial Instruments
i) Derecognition of Financial Asseis

The bark derecognizes a financial asset when the contractual rights to the cash flows Fom the
financial asset expire, or it transfirs the rights to receive the contractual cash flows ina transaction
in which substantially all of the risks and rewards of ownership of the financizl asset are iransferred
or in which the bank neither transfers nor retains substantially all of the risks and rewards of
ownership and it does not retain control of the financial asset.

Om derecognition of a financial assel, the difference between the carrying amount of the asset (or
the carrying amount allocated to the poriion of the asset derecognised) and the sum of (i) the
consideration received (including any new asset obtained less any new liability sssumed) and (i)
any curmulative gain or loss that had been recognised in OCI is recognised in profit or loss. Any
interest in transferred financial assels that qualify for derecognition that is created or retained by
the bank is recognised as a separate asset or lizbility,

The bank enters into transactions whereby it tmnsfers assets recopnized on its statement of
financial pesition, but retains cither all or substantially all of the risks and rewards of the
transferred assets or a portion of them. In such cases, the transferred assets are not derecognised.

In transactions in which the bank neither retains nor transfers substantially all of the risks and
rewards of ownership of a financial asset and it retaing control over the asset, the bank continues
1w recognice the asset 1o the extent of ils continuing involvement, determined by the extent 1o which
il is exposed to changes in the value of the transferred asset.
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Rerhan Bank 5.0
Notes 1o the Financial stntements

i) Derecognition of Financial Linbilities

The bank derecognises a financial lability when its contractual obligations are discharged or
cancelled, or expire.

(e} Madifications of financlal asseis and financial Habilities
i Finnncinl nsscts

If the terms of & Ninancial azset are modified, then the Bank shall evaluate whether the cash flows
of the modified asset are substantially different.

IT the cash flows are substantially different, then the contractual rights to cash flows from the
original financial assel shall be desmed to have expired. In this case, the original financial asset
ghall be derecognised and a new financial asset shall be recognised at fair value plus any eligible
transaction costs, Any fees received as part of the modification shall be accounted for as follows:

# fees that are considered in determining the fair value of the new asset and fees that represent
reimbursement of eligible transaction costs shall be included in the initial measurement of
ihe assel; and

#  Oiher fees are included in profit or loss as part of the gain or loss on derecognition.

If cash flows are modified when the borrower is in financial difficultics, then the objective of the
modification is usually to maximise recovery of the original contractual terms rather than to
originate a new asset with substantially different terms,

IT the Bank plans to modify a financial asset in a way that would result in forgiveness of cash
flows, then it shall first consider whether a portion of the asset should be written off before the
maodification takes place.

Where the modification of a financial asset menasured at amortised cost or FYOCT does not result
in derecognition of the financial asset, then the Bank shall first recalculate the gross carmying
amount of the financial asset using the original effective interest rate of the asset and recognises
the resulting adjustment as a modification gain or loss in profit or loss. Any costs or fees incurred
and fees received as pant of the modification adjust the gross carrying amount of the modified
financial asset and shall be amortised over the remaining term of the modified financial asset.

Where such & modification is carried out because of financial difficulties of the borrower, then the
gain or loss shall be presented together with impairment losses. In other cases, it shall be presented
&5 interest income calculated using the effective interest rate method.

i) Financial liahilities

The Bank shall derecognise & fmancial hability when s terms are modified and the cash flows of
the modified liability are substantially different. [n this case, a new financial liability based on the
modified terms shall be recognised at fair value. The difference between the carrying amount of
the financial liability derecognised and consideration paid 15 recognised in profit or loss
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Considerntion paid shall include non-financial assets transferred, if any, and the assumption of
lishilities, inclading the new modified financial linbility.

Where the modification of a financial linbility is not accounted for as derecognition, then the
amortised cost of the liahility shall be recalculated by discounting the modified cash flows at the
original effective interest rate and (he resulting gain or loss is recognised in profit or loss. Any
costs and fees incurred are recognised as an adjustment to the carrying amount of the lability and
amortised over the remaining term of the modified financial liability by re-computing the effective
interest rate on the instrument,

210 Write-all

Loans and debt securities shall be written ofT (either partially or in full) when there is no reasonable
expectation of recovering the amount in its entirety or a portion thereof. This is generally the caze
when the Bank determines that the bommower does net have assets or sources of income that could
generate sufficient cash flows to repay the amounts subject 1o the write-ofF This assessment shall
be carried out at the dvidus] asset level

Pecoveries of amounts previously written off shall be included in ‘impairment losses on financial
instruments’ in the statement of profit or loss and OCL

Financial assets that are written off could still be subject to enforcement activities in order to
comply with the Bank's procedures for recovery of amounts due.

211  Renegotiated Loans

A loan that has been renegotiated due to a deterioration in the borower's condition is usually
considered to be credit-impaired unless there is evidence that the risk of not receiving contractual
cash flows has reduced significantly and there are no other indicators of impairment. In addition,
& loan that i overdue for 90 dayvs or more is congidered credit-impaired.

The contractual terms of & kean may be modified for a number of reasons, including changing
market conditions, customer retention and other faclors not related to a current or potentzal credit
deterioration of the customer. An existing loan whose terms have been modified may be
derecognised and the renegotiated loan recognised as a new loan at fair value,

211 Collateral YValuation

The Bank secks to use collstersl, where possible, to mitigate its risks on financial assets, The
collateral comes in vearious forms such as cash, buildings, vehicles, Bank guarantees and real
estate, The fair value of collateral is generally assessed, at @ 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 vahue are valued
using models.

AN
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213 Collateral Repossessed

Repossessed collateral represents financial and non-financial assets acquired by the Bank in
settlement of overdue loans, The Bark 's policy is (o determine whether a repessessed asset is best
used for its mtermal operations or shoukl be sold. Assets determined to be used for imternal
aperations are initially recognised at the lower of their repossessed value or the camrying value of
the onginal secured asset and included in the relevant asseis 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 betier to be sold are fmimedialely translerred 1o assets held for sale at their fair
value ol the repossession date in line with the Bank's policy.

2,14  (MTseiting 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 seitle on a net basis or realise the assct and settle the liability simultaneously, Or
if the Bank may emer into arrangements that do not meet the criteria for offsetting but still allow
for the relaled amounts to be set off in certain circumstances, such as Bankrupticy or the terminaiion
of a contract.

Income and expenses shall be presented on a net basis only when permitied under IFRS, or for
gains and losses arising from a group of similar ransactions such &8 In the Bank”s trading activity.

i Major Elements of Financial Statements
31  Cash and Cash Equivalents

‘Cash and cash equivalents' include motes and coins on hand, unrestricted balances held with
central bank and highly Hquid financial assets with original maturitics of three months or less from
the date of acquisition that are subject 10 an insignificant risk of changes in their fair value, and
are used by the bank in the management of its short-termn commitments.

Cash and cash equivalents are camied at amortised cost in the statement of financial position
31  Property and Equipment

Property and equipment 15 =laled af cost, net of sccumulated depreciation and sccummulated
impairment [osses, if any. Such cost includes the cost of replacing part of the property and

equipment if the recognition eriteria are met. When significant parts of property and equipment
are required to be replaced at infervals, the Bank recognises such panis as individual assels 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 a3 a separate assel, as
appropriate, only when it is probable ihat future economic benefits associated with the item will
Mow to the bank and the cost of the iem can be measured reliably, The camrying amount of the
replaced part is derecognised.
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Deprecation is calculated using the straight-line method to allocate their cost (o their residual
values over their estimated useful lives, as follows:

Assel eRlepory Years | Residual Hemark
yvalues
Building % ol cost
Muotor Vehicle ?E: ;!EEI'-H'T cost
Computer and accessories are included Computer,
.@mnilter and Rebated items 7 25% of cost UPS, Swilch, Patch panel-=-
FPurm and Fitting
Ehort Tived Parmiture and
ERtng z 45% ofeost | Chairs
Meiiam lived Furniture and
ﬁf‘m_ 10 50% of cost Includsd, partition, cage , counter -——
I-ﬂﬂG Furniture and
| Fittings 20 | 20% of coat Vault /strong room
_Eguipment:
Counting Machine, photoeopy, FCY, Display and
E . detector,
Short lved Equipment 5 15% of cost Printer, Scanmer and electronic refated items ...
| Medium lived Equipment 10 | 45%of cost Generstor ATM and Others
| Long lived equipment 20 | 25% of cost Cash saie

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 camrying amount of the asset) is inchided in income
statement when the asset 15 derecognised.

At each balance sheet date the assets” residual values and useful lives zre reviewed, and adjusted
prospectively if appropriate, including assessing for indicators of impairment. In the event that an
asset’s camying amount & determined to be greater than its recoverable amount, the asset iz written
down to the recoverable amount. Gains and losses on disposals are included in the income
statement.

The estimation of the useful lives of asscts 5 based on management”s judpement. Any material
adjustment to the estimated usefal lives of Hems of property and equipment will have an impast
on the earrying vabue of these items.

33  Iniangible Asseis

Intangible assets acquired separately are measured on initizl recognition at cost. Following initial
recognition, intangible assets are caried at cost less amy accumulated amorlisation and
accumulated impairment losses, if any. Internally pencrated imangibles, excluding capitalised
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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 asscssed o be either Minite or indefinite, Intangible assets
with finite lives are amontised over the useful economic life. The amortisation period and the
amaortisation method for an intangible assel with a fnite usefal life ore reviewed ot least ol each
finuncial year-cnd. Changes in the expected useful life, or the expected pattern of consumption of
future economic benefits embodied in the assel, are accounted for by changing the amortisation
period or methodology, as eppropriate, which are then treated as changes in accounting estimates.

The amortisation expenses on intangible assets with finite lives & presenled as a separate line item
in the income stalement,

Amortisation is calculated using the straight=line method as below:

Description Years Residual value
Saftware & Hil

340 Impairment of Non-Financial Assets

The Bank assesses, at each reporting date, whether there is an indication that an asset may be
impaired. 1M any indication exists, or when anneal 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 amaunt of an asset exceeds its recoverable amount, the
assel is considered impatred and is wrilten down to its recoverahle amount.

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

For assets excleding goodwill, 2n assessment is made at each reporting date to detesmine whether
there 5 an indication that previously recopnised impairment losses no longer exist or have
decregsed, If such indication exists, the Bank estimates the asset's recoverable amount. A
previously recognised impairment loss i reversed only if there has been a change in the
assumptions used to determine the asset’s recoverable amount since the last mpairment loss was
recognised, The reversal is limited so that the camrying 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
recopnised in the income stalement.

150 Leases

The Bank assesses whether a contract is o lease in scope of this policy by determining whether the
coniract gives il the right to use a specified underlyng physical asset for a lease term greater than
12 months, unkess the underlying asset is of bow value. -
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Where the Tark is o leseee and the lease is deemed in scope, it recognises a liability equal 1o the
present value of leaze payments over the lease term, discounted using 1he mcremental borrowing
rote applicable in the economic environment of the lease. The lakility i recognised in "Oither
liabilities’, A corresponding right-of-use asset equal to the liabilwy, adjusted for any lease
payments made o1 or before the commencement date. The lease term includes any extension
oplions conlained in the contract that the Bank is reasonably cerain it will exercise,

Subsequently, the Dank depreciates the right-of-use asset on a straight-line basis over the lease
term and measures the lease liability using the effective interest method. Depreciation of the asset
18 recognised in * Amortization of right-of-use asset’, and interest on the lease liability 15 recognised
in “Interest expense’,

The judgements in determinimg lease balances are the determination of whether the Bank s
reasonably certain that it will exercise extension options present in lease contracts. On initml
recogndion, the Bank considers a range of characteristics such as premises functhon, regional
trends and the term remaining on the lease o determine whether it is reasonably certain that a
contractual right to extend a lease will be exercised.

IFRS 16 requires the lease term used to measure lease liabilities to include “reasonably certain™
renewsal oplions, whereas previously 1AS 17 required disclosure of “non-cancellable” lease
commitments, The consequences of this are:

== Uinder IFRS 16, for some leases the Bank includes lease renewal options which it is reasonably
certain will be exercised in the measurement of lease liahilities,

== |n certain conditions, the Bank has o unilateral rght to cancel building leases with notice of
fewer than three months without incurring a significant financial penalty, Under [FRS 16 the Bank
would only exclude these cash flows from leass measurement if it was reasonably certain the
termination clause would be exercised

Existing lease liabilities may change in future periods due to changes in assumptions or decisions
I exercise lease renewal or termination options, changes in paymentis due fo renepotiations of
market rental rates. In general the remeasurement of & lease liability under these circumstances

leads (o an equal change to the right-of-use asset balance, with no immedizte effect on the income
Statement,

360 Non-Current Assets (or disposal groups) Held for Sale and Discontinued Operations

Meon-current assets (or disposal groups} ere classified as held fior sale if their carrying amouwnt will
be recovered principally through a sale fransaction rather than through continuing use and a sale
is considered highly probable, They are measured at the lower of their carrying amount and fair
velier less costs to sell, except for asscis such as deferred tax assels, assets arising from employee
benefits, financial asseis and investment property that are carried at fair value and contractial
Fights ender insurance contracts, which are specifically exempt from this requirement.

Non-current assets are classified s held for sale and measured at the lower of their carrying amount
and leir value less cost to sell when:
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n) Their carrying amoums will be recovered principally through sale
b} They are avatlable for immediate sale in their present condition, and

¢) Their sale is highly probable

An impairment loss is recognised for any initinl or subsequent write-down of the azset (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 assel (or disposal group), but pot in excess of any cumulative
fmpairment 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.

MWon-current assets (including those that are part of o disposal group) are not depreciated or
amortised while they are classificd as held for sale. Interest and other expenses atiributable 1o the
liahilities of a disposal group classified as held for sale continue 1o be recognised,

Mon-current assets classified as held for sale and the assets of a disposal group classified as held
for sale are presented scparalely from the other assets in the balance sheet. The Liabilities of a

disposal group classified as beld for sale are presenied separately from other Habilities in the
balance sheet.

A discentinued 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, i part of a single coordinated plan to dispose of such a line of business or area of
operations, or i a subsidiary acquired exclusively with a view (o resale, The resulis of discontinued
operations are presented separately in the statement of profit or koss.

AT Other Assels

Oiher assets are generally defined as claites held apainst other entities for the future receipt of
money. The other assets in the Bank's financial statements include the following:
{3)  Prepayment

Prepayments are payments made in advance for services to be enjoyed in future, The amount is
mitially capitalized in the reporting period m which the payment 5 made and subsequently
amoriised over the period in which the service is to be enjoyed.

(b}  Oiher Receivables

Oiher receivables are recognised upon the ocrurrence of event or transection as they arise and
cancelled when payment i received,

(3] Prepaid Staff Bencfiis

The Bank gives loans to its staff members at below market rates of interest. Under IFRS 9, such
Inans must be recognised at their fair valoe on the inception date. The fair value is determined on
inception dae as the present value of all the future cash receipis (instalments) from the staff
miembers using the prevailing market rate of interest as the discounting factor. The market rate was
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determined by reference to what the staff members would have been charged 1o access a similar
loan facility from the financial market (similar in terms of currency, term. type of interest rate and
other factors). The market rate was set by ihe Ethiopian Bankers Association. Accordingly for the
year 2024725, interest rate of 12% was used for mortgage loans, and for ather Joan types interest
rate of 13.64%,

The difference between the fair valued amount of the loan and the original loan amount is
recognised as employee benefit. However, TAS 19 does not give specifie guidelines on the
treatment of prepaid employee benefit so the gencral guidelines of conceptual framework would
upply.

Therefore, 1o 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 marker imerest rate when the employee leaves the bank?

If the interest rate reveits back to market interest rate, this means that the employes benefit has not
been carmed and the bank expects future ccomomic benefits. Therefore, the prepaid employee
benefit would be capimlised as an assel and amortzed throughowt the life of the loan based on the
conceptual framework definition of an asset,

1f the interest rate still remains below the market interest rate, this means that the employee benefit
has been fully camed and the bank does not expect future econoric benefits. Therefore, the

prepaid employee benefit would be expensed immediately.

AE0  Inventorics

IAS 2 provides guidance for determining the eest of inventories and the subsequent recognition of
the cosi as an expense, including any write down fo net realisable value. [t also provides guidance
on the cost formulas that are used 10 assign costs to inventories. Inventorics are measured at the
lower of cost and net realisable value. Net realisable value is the estimated selling price in the

ordinary course of business less the estimated costs of completion and the estimated costs
necessary to muke the sale.

The cost of inventories includes all costs of purchase, costs of conversion {direct labour and
production overbead) and other costs incurred in bringing the inventories to their present location

and condition.

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 10 be consumed in the production process or in the
rendering of services.

In the case of Berhon bank inventories, definition {c) applics. IAS 2 Inventories contains the
requirements on how to sccount for most types of inventory. The standard requires inventories o

1« Berhan Bank
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be measured ot the lower of cost and net realizable valee (NRY) and outlines acceptable methods
of determining cosl, including specific idemification (in some cases), first-in first-out (FIFO) and
weighted average cost. The bank use weighted average cost methad for mensuring s inventories.

AW Employee Benefits

The Bank operates various post-employment benefit schemes, including both defined benefit and
defined contribution plns and other long-term employee benefis.

(n)  Defined Contribution Plan

Obligations for contributions to defined contribution plans are expensed as the related service is
provided and recognised as personnel expenses in profit or loss. Prepaid contributions are
recognised as an asset to (he extent that a cash refund or a reduction in fulure payments & available.

The Bank operates two defined eontribution plans;

i) Pension scheme in line with the provisions of Ethiopian pension of private organisation
employes's proclamation 7152011, Funding under the scheme is 7% and 11% by employees and
the Bank respectively;

i) Provident fund contribution, fanding under this scheme is 1% by the Bank;

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

(b)  Defined Benefit Plan

The Banks's net obligation in respect of defined benefit plans is caleulated separately for each plan
by estimating the amounl of future benefit that employees have eamed in the current and prior
periods, discounting that amount and deducting the fair value of any plan assets.

The ealculation of defined benefit obligations is performed annually by a qualified actuary using
the projected unit credit method. When the calculation results in a potential asset for the Bank, the
recognised asset is limited to the present value of economic benefits available in the form of any
fature refunds from the plan or reductions in fiture contributions o the plan. To calculate the
present value of econpmic benefits, consideration is given to eny applicable minimum funding
requirements,

Remeasurements of the net defined benefit lisbility, which comprise actuaria] gains and losses, the
reiun on plan asseis (excluding interest) and ihe effect of the asset ceiling (if any, excluding
interest), are recognised immediately in OCL The Bank determines the pet imerest expense
{income) on the net defined benefit liahldy (asset) for the period by applying the discount rate
weed to measure the defined benefit obligation at the beginning of the annual period to the then-
net defined benefit liability (asset), taking into account any changes in the net defined benefit
lishility {asset) during the period as a tesult of contributions and benefit payments. Net interest
expense and other expenses related to defined benefit plans are recognised in personnel expenses
in profit or loss.
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When the benefits of a plan are changed or when a plan is curtailed, the resulting change in benefit
that relates to post service of the gain of loss on curtailment is recognised immediately in profit or
loxs. The Rank recognises gaing and losses on the seitlement of a defined benefit plan when the

settlement ooours,
(c)  Other Long-term Employes Henefits

The Banks's net obligation in respect of long-tem employee benefits is the amount of future
benefit thal emplovees have earned in return for their service in the current and prior periods. That
benefit is discounted o determine its present value. Remeasurements are recognised in profit or
losg in the persod in which they arise.

{(di  Termination Benefits

Termination benefils are pavable 1o employecs when employment is terminated by the Bank before
the normal retirement date, or whenever an employee accepts veluntary redundancy in exchange
for these benefits.

(e}  Short-term Employee Benefits

The Bank recognises o provision where contractually obliged or where there is a past practice that
has created a constructive obligation such as bonus payments.

Short-term employee benefits are expensed as the related service is provided. A liability is
recognised for the amount expected to be paid if the Bank has a present legal or constructive
obligation to pay this amount as a result of past service provided by the employee and the
obligation can be estimated reliably,”

(fi  Defined Benefits Liabilities

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

Accounting for defined benefit plans imvolves the following steps:

=> Using an actuarial technique, the propected unit credin methed, to make a reliable estimate of
the ultimate cost to the entity of the benefit that employees have eamed in return for their service
in the curent and prior periods. This requires an entity to determine how much benefit s
attributable to the current and prior periods and to make estimates (actuaral assumptions) about
demographic variables (such as employes turnover and mortality) and financial variables (such as
fulure increases in salaries and medical costs) that will affect the cost of the benefit.

== Discounting that benefit in ordeér to determine the present value of the defined benefit abligation
and the current service cost because they may be settled many years afier the employess render
the relasted service.
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<> Determining amounts to be recognized in profit or loss: current service cost any past service
cost and gain or loss on selllement,

> Recognize the net defined benefit liability (assct) 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 gatutory severance benefits in Ethiopia, which provides a
promized lump sum as o multiple of final weeks' average daily wages for each year of service to
employess 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).

300 Provisions

Provisions are recognised when there is a present obligation {legal or constructive) as a result of
a past event, it & probable that an owtflow of resources embodying economic benefits will be
required to settle the obligation and a reliable estimate can be made of the amount of the ebligation.
When the Bank expects some or all of a provision to be reimbursed, for example, under an
insurance coptract, the reimbursement & recognised as a separate assef, but only when the
reimbursement & virtually certain, The expense relating to a provision s 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 1o the lability. When discounting is used,
the increase in the provision due to the passage of time 15 recognised as other operating expenses.

L1l Income Taxation
(2] Corrent Income Tax

The income tax expense or credit for the penod is the tax payable on the current period’s taxable
income based on the applicable income tax rate for each mrisdiction adjusted by changes in
deferred tax aszserz and liabilities atiributable (o temporary differences and 10 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 (o siluations in which applicable fax regulation is subject 1o
interpretation. It establishes provisions where appropriate on the basis of amounts expected to be
paid to the tax authorities,

(b)  Deferred Tax

Deferred tax is recognised on temporary differences arising between the tax bases of assets and
lizhilities and their carrying amounts in the financial statements. However, deferred tax lighilities
are not recognised if they arise from the initial recognition of goodwill; deferred tax & not
accounted for if it arises from imitial recognition of an asset or liability in 8 transaction other than
a business combination that o the time of the transaction affects neither accounting nor taxable
profit or loss, :
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Deferred tax is determined using tax rates (and lows) that have been enacted or substantively
enacted by the balance sheet date nnd are expected 1o apply when the relaied deferred tax asset s
realised or the deferred tax liabilily is settled.

Dieferred tax assets are recognised only fo the extent that it s 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 asscts against current tax liabilities and when the deferred tax asscts and habilities 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 nel 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 seitle on a net basis or to realise the
assel and settle the liability simultaneously.

312 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 amounis. An ordinary share represents equily ownership in a company and entitles the
owmer 19 a vote in matters put before shareholders in propomion to their percentage ownership in
the bank.

313  Fair value measorement

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 fir value
measurement is based on the presumption that the transaclion to sell the asset or transfer the
lizhility takes place either:

== [n 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 the Bank.

The fair value of an asset or a lability is measured using the assumptions that market participants
would use when pricing the asset or lability, assuming that market participants act in their
economic best interest.

The Bank uses valustion 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
nd minimising the use of unohservable inputs.

I
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Al nssets and labildies for which fair value is measured or disclosed in the financial statements
are categorised within the fair value hierarchy, described in Note 6.7.

] Credit Impalrment

The Banks's expected credit loss (ECL) ealculations are outpuls of complex models with a number
of underlying assumptions. The significant judgements in determining expected credit loss
include:

-> The Bank's criteria for assessing if there has been a significant increase in credit risk; and

=> Development of expected credit loss models, including the choice of inputs relating to
macroecoonomic variables

The calculation of credit impairment provisions also involves expert credit judgement fo be applied
by the credit risk management team bhased wpon counterparty information they receive from
various sources, mcluding external market information.

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 Gnancial
slalements;

i) Classification of financial assels: assessment of the business model within which the assets are
held and assessment of whether the contractual terms of the financial asset are SPPT on the
principal amount cutstanding,

it} Establishing the criteria for determining whether credit risk on the financial asset has increased
significantly since initial recognition,

iii} Determining methodology for incorporating  forward-looking  information (FLI) into
measurement of Expected Credit Loss (ECL) and,

iv) Selection and approval of models used to measure Expected Crednt Loss (ECL)

a) Impairment

At each reporting date, the Bank shall assess whether there is objective evidence that financial
assets (except equity investments), other than those carried at FVTPL, are impaired.

The Bank shall recognise loss allowances for expecied credit losses (ECL) on the following
financial instruments that are not measured at FYTPL: The Bank recopnizes loss allowances for
ECL on the following financial instruments that are not measured at FVTPL:-

Financial assets that are deht instruments;
Lease receivables;
* Financial guarantee contracts issued; and
# Letters of credit
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The Bank measures lose allowances at an nmount equal o lifetime ECL, except for the following,
for which they are measured as | 2-month ECL:

=> Debd investiment securities thit are determined to have low credit risk ot the reporting date; and

== (her financinl instraments {other than lease receivables) on which credit risk has not increased
significantly since thelr inftial recognition.

12-month ECL are the portion of ECL that resull from defoull events on a financial instrument that
are possible within the 12 months afier the reporting date. Financial instruments for which a 12-
month ECL i recognised are referred to as *Stage | financial instrumenits’,

Life-time ECL arc the ECL that result from all possible default events over the expected life of the
fimancial instrument. Financial instruments for which a lifetime ECL is recognised but which are
ot credit-impaired are referred 10 as *Stage 2 financial instruments’,

b} Measurcment of ECL
ECL are a probabilily-weighted estimate of credit losses. They are measured as fbllows:

-> Fmancial asscts that are not credit-impaired at the reporting date: as the present value of all cash
shorifalls {i.e. The difference between the cash flows due to the entity in accordance with the
contract and the cash flows that the bank expects to receive);

-> Financial assets that are credil-impaired at the reporting date: as the difference between the
§ross carrying amount and the present value of estimated future cash flows;

=> Undrawn loan commitments; &s the present value of the difference between the contraciugl cash
Nows that are due 1o the bank if the commitment is drawn down and the cash flows that the bank
expects 1o receive; and

-> Financial guarantes contracts: the expected payments to reimburse the holder less any amounts
that the bank expects 10 recover.

Expected credit losses are computed as unbiased, probability-weighted amounts which are
determined by evaluating a range of reasonably possible owicomes, the time value of money, and
congidering all reasonable end supporteble information, including that which is forward-looking.

For material portfolios, the estimate of expected cash shortfalls is determined by mubtiplying the
probability of default (PD) with the loss given defaull (LGD) with the expected exposure at the
time of default (EAD). There may be multiple default events over the lifetime of an instroment.

Forward-looking economic assumptions are incorporated info the PD, LGD and EAD where
relevant and where they mfluence credit risk, such as GDP growth rates, interest rates, house price
indices and commaodity prices, among others,

The period over which cash shortfalls are determined is generally limited to the maximam
contraciual period for which the Bank is exposed to credit risk. Howewer, for certain revalving
credit facilities, which include overdrafis, the Bank's exposure to credit risk iz not limited 1o the
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contractual perid For (hese instruments, the Bank estimates an appropriate life based on the
persod that the Mank is exposed to credit risk, which includes the effect of credit risk mana gement
sctions sl ae (he withdrawal of undrawn Tacilities

For aredil-impaired financial instrumenis, the estimate of cash shorfalls may require the wse of
expert credit judgement

The estimate of expected cash short falls on a collateralized financial instrument reflects the amount
and timing of cash flows that are expected from forechsure on the collateral less the costs of
obtaining and selling the collateral, regardless of whether foreclosure is deemed probable,

¢} Recognition of ECL
12 months expected credit losses (stage 1)

Expected credit losses are recognised al the time of initial recognition of a financial instrument
and represent the lifetime cash shortfalls arising from possible default events up to 12 months into
the future from the balance sheet date. Expected credit losses continue to be determined on this

' basis until there is cither a significant increasz in the credit risk of an instrument or the instrument

becomes credit impaired. 1T an instrument is no longer considered to exhibit a significant increase
in credit risk, expected credit losses will revert to being determined on 4 12-month basis.”

Significant increase in credit risk (stage 2)

If'a linancial asset experiences a significant increase in credit risk (SICR) since initial recognition,
an expected credit loss provision is recognised for default events that may oceur over the lifetime
of the asset

Significant increase in credit risk is assessed by comparing the risk of default of an exposure at the
reporting date to the risk of default al origination {after taking into account the passage of time),
Significant does not mean statistically significant nor is it assessed in the contexi of changes in
expected credit loss. Whether a change in the risk of defauh is significant or not is assessed using
a number of quantitative and qualitative factors, the weight of which depends on the type of
product and counterparty. Financial asscts that are 30 or more days past due and not credit-
impaired will always be considered o have experienced a zignificant increass in credit risk.

Quantitative fastors mclude an assessment of whether there has been significant increase in the
forward-looking probability of default (PDY) since origination. A forward-looking PD is one that is
adjusted for future economic conditions to the extent that these are cormelated 1o changes in credin
risk. We compare the residual lifetime PD at the balance sheet date to the residual lifetime PD that
was expected at the time of origination for the same point in the term structure and determine
whether both the abselute and relative change between the two exceeds predetermined thresholds.
To the extent that the differences between the measures of default outlined exceed the defined
thresholds, the instrument is considered to have experienced a significant increase in credit risk.
Qualitative factors assessed include those linked 1o current credit risk management processes, such
as lending placed on non-purcly precautionary carly alen (and subject to closer monitoring).
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Credit-lmpalred (or defanlted) exposures (stage 1)

Financinl nssets that are credit-impadred {or in defaull) represent those that are ot least 90 days past
due in respect ol principal and/or interest. Financinl assets are also considered to be credit- impaired
where the obligers are unlikely to pay on the eccurrence of one or mone observable events that
have a detrimental impact on the estimated future cash flows of the financial asset. It may not be
possible to identify a single discrete event but instead the combined cffect of several events may
couse financial assets to become credit-impaired "

Evidence that a financial asset is eredit-impaired includes observable data about the following
events:

== Significant financial difficulty of the issuer or barrower
-> Breach of contract such ns default or 0 past due event

-> For economic or contractual reasons relating to the borrower's financial difficulty, the lenders
afthe borrower have granted the bormower concession/s that kenders would not otherwise consider.
This would include forbearance actions,

->Pending or actual bankruptey or other financial reorganisation to avoid or delay discharge of the
barrower"s obligation's

-> The disappearance of an active market for the applicable financial asset due to financeal
difTiculties of the borrower

> Purchase or crigination of a financial asset at a deep discount that reflects incurred credit losses

A loan that has been rencgotiated due to a deterioration in the borrower’s condition shall be
considered to be credit-impaired unless there is evidence thal the risk of not receiving contractual
cash flows has reduced significantly and there are no other indicators of impairment. In addition,
a redail loan that is overdue for 90 days or more shall be considered credit-impaired even when the
regulatory definition of defauk is differert.

d) Presentation of allowance for ECL In the statement of financial position
Loss allowances for ECL shall be presanied in the statement of financial position as follows:

» For financial assets measured al amortised cost: as a deduclion from the gross camying
amount of the assets;

» for loan commitments and financial guarantes contracts: generally, as a provision;

»  Where a linancial instrument includes both & drawn and an undrawn component, and the
Bank cannot identify the ECL on the loan commitment component separately from those
on the drawn component: the Bank presents a combined loss allowsnce for both
components. The combined amount 15 presented as a deduction from the gross camving
amount of the drawn component. Any excess of the loss allowance over the gross amount
of the drawn component is presented as 3 provision; and
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o For ded instruments measured st FYOT no boss allowance is recognised in the
stuterment of financisl position hecase the earrying amound of these assets ia their fair
wnlue. However, the loss allowance shall be dischosed and ia recognised in the fair value
reseTve

o) Restruetured Bnancind nesets

Where the terms of a financial asset are renegotiated or modified or an existing financial asset is
replaced with a new one due to financial difficulties of the bormower, then the Bank shall assess
whether the financial asset should be derecognised and ECL are measured as follows:

> If the expected restructuring will not result in derecognition of the existing asset, then the
expected cash flows arising from the modified financial asset are included in calculating the cash
shortfalls from the existing assel

<> Il'the expected restructuring will resull in derecognition of the existing asset, then the expected
fair value of the new assel is treated as the final cash fow from the existing financial asset at the
time of its derecognition. This amount is included in calculating the cash shortfalls from the
existing financial asset that are discounted from the expected date of derecognition to the reporting
date using the original effective interest rate of the existing financial asset.

5 Contingent lHabilitics and commitmenis

Contingent liabilities are possible obligations arising from past events, whose existence will be
confirmed only by uncertain future events or present obligations arising from past events that are
not recognised because either an outflow of economic benefits is not probable or the amount of
the obligation cannot be reliably measured. Contingent liabilities are not recognised but
information about them is disclosed unless the possibility of any outflow of economic benefits in
settlement is remote.

Where the Bank undertakes to make a payment on behalf of its customers for guarantees issued
such as for performance bonds or as irrevacable letters of credit as part of the Banks's Transaction
Banking business, for which an obligation to make a payment has not arisen at the reporting date,
those are nchuded in these financial slatements as contingent liabilities.

Other contingent liabilities primarily include revocable letters of credit and bonds isswed on behalf
of customers to customs officials, for bids or offers and s shipping guarantees.

Commitments are where the Bank has confirmed its intention to provide funds to a customer or on
behalf of & customer in the form of leans, overdrafls, future guarantees, whether cancellable or
not, or letters of credit, and the Bank has not made payments at the balance sheet date; those
instruments are included in these finoncial siatement 805 commiments. Commitments and
contingent liabilitics are penerally considered on demand as the Bank may have to honour them,
or cliemt may draw down at any time.

Capital commilments are contractual commitments the Bank has entered into to purchase non-
financial asseis,
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[ Financial Risk Management
.1 Intreduction

Risk is inherent in the DBank's activities, bt is managed through a process of ongoing
identification, measurement and monitoring, subject to risk limits and other controls. Risk
Managemeni 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 1o the Bank's continuing profitability and each individual within the Bank
is accountable for the risk exposures relating io his or her responsibilities. The Bank is exposed to
oredit risk, liquidity risk and market risk. It i also subject to country risk and varicus operating
risks,

The independent risk control process does not include basiness risks such as changes in the
eavironment, technology and industry. The Bank's policy is o monitor those busmess risks
through the Bank's strategic planning process,

6.1.1 Risk Management Structure

The Bank's Board of Directors has overall responsibility for the establishment and oversight of
the Bank's risk management framework. The Board of Directors has established the Bank Asset
and Liability Management Committes [ALCO), which i responsible for approving and
monitoring Bank risk management policies.

The Bank's risk management policies are established fo identify and analyse the risks faced by the
Bank, to et appropriate risk limits and controls, and to monitor nsks and adherence to limits.

The risk management policies and systems are reviewed rogularly to reflect changes in market
conditions and the Bank's activities, The Bank, through its training and manapement standards
and procedures, aims to develop a disciplined and constructive control environment in which all
employees understand their roles and obligations.

The Bank Audit Committee oversees how management moniters compliance with the Bank®s risk
maragemeni policies and procedures, and reviews the adequacy of the risk management
framework in relation to the risks faced by the Bank. The Bank Audit Commitiee is assisted in its
oversight role by [ntermal Audit. Internal Audit undertakes both regular and adhoc reviews of risk
management condrols and procedures, the results of which are reported to the Bank Audit
Commitice,

6.1.2 Risk Measurement and Reporting Systems

The Bank wvses mtermational standards of measurements and practices as well as the NBE
Directives, guidelines and their derivatives to assess credit, iquidity, market and operational risks.
The Bank also uses its own intemal policies and procedures to agsess risks.
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603 Risk Mitigation

Risk controls and mitigants, identified and approved for the Bank, are documented for existing
and mew processes and systems. The adequacy of these mitigants §s tested on a penodic basis
through ndministration of control self-assessment quesiionnaires, using an operational risk
management tool which requires risk owners to confirm the effectiveness of established conirols.
These are subsequently sudited as part of the review process.

6.1  Financial Instruments by Category

IFRE 9 contains three principal classification categories for financial assels: measured at amontised
cost, fair value through other comprehensive income (FVOCI) and fair value through profit or loss
(FVTPL). IFRS 9 classification is generally based on the business model in which a financial asset
is managed and its contractual cash flows

Fmancial instruments are ¢lassified 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:

MNaobes FVOC1  Amortized Cost Total
_30 June 2025 Birr'ooo Birr'ooo Birr'oon
Cash and Balances with Banks 178 - T.323,476 7:323.476
Loans and Advaneces to Customers ik} . 24,527,085 34,527,985
Due from Banks & Other Financial Institations 1ab - Bi6, 660 B&6, GhHg
Investment Secnrities
Financial Assets at FVTOCT: igh &oB.049 - b08,049
Financial Assets at amortized cost: 194 - 1,348,801 6,248,801
Oher Assets 20 - &, 847 907 2807207
Total Financial Assets 608,040 51,064,228 52,573 377
Notes FVoCl  Amortized Cost Total
30 June 2024 Birr'ooo Birr'oon Birr'ooo
Cash and Balances with Banks 178 - 4,839,015 4,830,015
Loanz and Advances to Customers 18 - 29,202,255 20,202,255
Due from Banks & Other Financial Institutions 19h - 937,387 097,387
Investment Securities
Financial Assets at FYTOCI; 1gb 460,152 - 450,152
Financial Assets at amortized cost: 190 - 3,604,270 3,604,270
Oher Assels 20 - 1,550 1,550,6
Total Financial Assets 460,152 22 L]

63  Credit Risk

Credit risk is the most imporant risk for the Bank's business defined as current or future risk on
the financial resull and capital arising from o counter party’s failure to meet the terms of any
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comtract with the Bank or otherwise fail 1o perform as agreed, The exposure to this risk arises
principally from retail and corporate lending nctivities, as well as activities related to off-balance
cheel Minancial instraments (lonn commitments, Letter of Guarantees and Letter of Credit).

Exposure to credit risk is managed through periodic analysis of the ability of borrowers and
polential borrowers to determine their capacity to meet principal and interest thereon, and
restructuring such limits as appropriate. Exposure to credit risk is also mitigated, in part, by
obtaining collateral, commercial and personal guarantees,

The Bank structures the levels of credit risk it undertakes by placing limits on the amount of risk
accepted in relation to one borower, or groups of borrowers, and to term of the financial
instramend and economic sectors.

The National Bank of Ethiopia (NBE) sets credit risk limit for a single borrower, one related party
and all related parties to not exceed 25%, 15% and 35% of Bank's total capital amount as of the

reporting quarterly period respectively.
Credit managemen is conducted as per the risk management policy and guideline approved by the
board of directors and the Risk Management Committees. Such policies are reviewed and modified

periodically based on changes and expectations of the markets where the Bank operates,
regutlations, and other foctors,

Boards of Directors are regularly informed of the credit risk that the Bank is exposed to. The Bank
has an intermal system of clissification of customers whose main amm is determining their
ereditworthiness 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 wamning signals in order to timely identify any deterioration in
the creditworthiness of the client and take appropriate action o 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 losns and other credit
CHPOSLICS ATE:

= Morgages over residential properties;

= Charges over business assels such as premises and inventory;
- Charges over financial instruments such as equity securities;
- Pledges over movables, such as cars, equipment and other,

The Bank monitors compliance with the legally and mternally established limits and controls
concentrations of eredit risk. Credit risk limits towards different types of borrowers, industry
sectors and type of collateral.

The Bank structures the levels of credit risk by placing limits on the amount of risk accepted
subject to at least an annual review. In addilion, the exposure concentration risk by sectors and
activities is regularly meonitored on the basis of set limits.
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631 Menagement of Credit Risk

The Boand of Directors created the Bank Credit Committee for the oversight of credit risk. A
separate Bank Credit department, reporting to the Bank Credit Committee, is responsible for
managing the Bank's credit rizk, including the following:

» Formulating credit policies, covering collateral requirements, credit assessment, risk
grading and reportng. documendary and legal procedures, and compliance with
regulntory and stalutory requirements.

= Establishing the authorisation structure for the approval and renewal of credit facilities,

» Reviewing and assessing credit risk: assesses all credit exposures, before facilities arc
committed 1o customers. Rencwals and reviews of facilities are subject to the same
TEVICW PIOCess,

* Limiting concentrations of exposure o counterparties, geographies and industries (for
loans and advances, financial guarantees and similar exposures),

+ Developing and maintaining the Bank’s processes for measuring ECL: This includes
processes for:

o Initial approval, regular validation and back-testing of the models used;
o Determining and monitoring significant increase in credit risk; and
o Incorporation of forward-looking information (FLI).

» Regular reports on the credit quality of portfolios are provided, which may require
approprisie corrective action to be taken. These mclude reports containing estimates of
ECL allowances.

= Providing advice, guidance and specialist skills to business units to promote best practice
throughout the Bank in the management of credit risk.

In measuring credit risk of loans and receivables to various counterpartics, the Bank considers the
character and capacity of the obliger to pay or meet contractual obligations, current exposures to
the counter paryfobligor and §ts Dkely 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. Qur credit exposure comprises wholesale and retail loans and advances which
are developed 1o reflect the nesds 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 thal 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 ¢stimate the following parameters:
(g8)  Probability of Default (PD)

The approach adopted in deriving the probability of default is the transition matrix approach. The
transition matrix records all data about fransitions from one state to the other, Le. from pass to
special mention all through 1o non-performing. The initial step in this approach is o spli up the
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wlal value of boans outstanding in a given manth into the various loan elassifieation buckets, For
the purpose of this Expected Credit Loss (ECL) madel, the buckets to be used are:

Pass

Special mention

Nor-performing (Sub-standard, Doubtful and Loss)
Paid' settled

An analysis will then be done to estimate the movement of loan amounts from one bucket 1o the
neat betwesn two subsequent time periods. This resulis in o matrix that indicates the proportionate
movement of bans across the buckets. This is done considering the loan values, An average of zll

transitions obtained over the 60 month period is then obtained to form the general transition matrix
1o be applied.

The Bank wses computation of PD by amount
(b)  Loss Given Default (LGD)

The loss given default (LGD) that measures how much {in form of a percentage) the bank is
expected to bose in the event that default occurs from a customer. This is estimated by considering
two scenarios in the Bank that is, using collateral in instances whether the customer has collateral
against the debt instrument that they have undertaken with the Bank and/or an analysis of the
historical cash collections after the default event, for cases that the debt instrument is not supported
by any security.

LGD is the magnitude of the likely loss if there is a default, The Bank estimates LGD parameters
based on the history of recovery rates of claims against defaulted counterpartics. The LGD models
consider the structure, collateral, counterparty industry and recovery costs of any collateral that is
inegral 1o the financial asset. They are calculated on a discounted cash flow basis using the
effective interest rate as the discounting factor.

()  Exposure at Default (EAD)

EAD represents the expected exposure in the event of a default. The Bark derives the EAD from
the current exposure to the counterparty and potential changes to the current amount allowed under
the coniract and arising from amortisation. The EAD of a financial asset is its gross carrying
amount at the time of default, For lending commitments, the EADs ae potential fsture amounts
that may be drawn under the contract, which are estimated bascd on historical observations and
forward-looking forecasts. For financial guaraniees, the EAD represents the amount of the
guaranteed exposure when the financial gusrantee becomes payable. For some financial assets,
EAD is determined by modelling the range of possible exposure outcomes at various points in time
using scenario and statistical techniques. Tts estimation includes the drawn amount and expected
willisation of the undrawn commitment at defauli.
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Significant Increase In eredit rsk

When determining whether the risk of default on a financial instrument has increased significantly
since initial recognition, the Bank considers reasonable amd supporiable information that s
relevant and available withowt undue cost or effort. This includes both quantitative and qualitative
information and analysis, based on the Bank's historical experience and expert credit assessment
and including foroward-looking information.

The objective of the assessment is to identify whether a significant increase in credit risk has
occurred for an exposure by comparing:

» the remaining lifetime probability of default (PD) as at the reporting date; with
 the remaining lifetime PD for this point in time that was estimated at the time of initial
recognition of the exposure (adjusted where relevant for changes in prepayment
expeciations).
= the Bank uses three criteria for determining whether there has been a significant increase
m credil risk;
o gquantitative test based on movement in PL;
o qualftative indicators; and
o abackstop of 30 days past due,

Diefinition of default
The Bank considers a financial asset 1o be in defaull when:

# the borrower is unlikely to pay its credit obligations to the Bank in full, without recourse
by the Bank to actions such as realising seeurity (if any is held);

s the barrower is more than 20 days past due on any material credit obligation to the Bank.

o Owerdrafts are considered as being past due once the customer has breached an advised
limit or been advised of a limit smaller than the currant amount outstanding; or

# it is becoming probable that the borrower will restructure the asset as a result of bankruptey
due to the barmwer's inability to pay its credit obligations.

In assessing whether a bormower is in default, the Bank considers indicators that are:

» qualitative: e.g. breaches of covenant;

* quentiative: e.g. overdue status and non-payment en another obligation of the same ssuer
to the Bank; and

» PBased on data developed internally and obtamed Fom external sources.

» Inpats into the assessment of whether a financial instrument is in defauh and their
significance may vary over time to reflect changes in circumstances.

Incorporation of forwand-leoking information

The Bark incorporates forward-looking information into both the assessment of whether the credit
rigk of an instrument has increased significantly since its initial recognition and the measurement
of ECL. —
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For ench eegmend, the Bank formulates three economic scenarios: a base case, which is the median
scenario, and two less likely scenarios, one upside and one downside. For each sector, the base
cose s aligned with the macroeconomic model’s information value output, a measure of the
predictive power of the model, = well as base macroeconomic projections for identified
macroeconomic variables for each sector. The upside and downside scenarios are based on 2
combination of o percentage ermor factor of each sector model as well as simulated optimistic and

pessimistic macroeconomic projections based on a measure of historical macroeconomic
valatilities.

Extemal information considered includes economic data and forecasts published by an external
and independent macroeconomic data body. This is in addition to industry — level, semi — anmual
NPL trends across statistically comparahle sectors.

Periodically, the Bank cosries out stress testing of more extreme shocks to calibrate as
desermination of the upside and downside representative scenarios. A comprehensive review is
performed at least annually on the design of the scenarios by a panel of experts that advises the
Bank's senior management.

The Bank has Mentificd and documented key drivers of credit risk and credit losses for each
portfolio of fimancial instrumesnts and, using an analysis of historical data, has estimated
relationships between macro-economic variables and eredit risk and credit losses.

The key drivers for credit risk for each ofthe Bank's economic sectors is summarized below:

Seclor Maroecenomic factor(s)

nu:;:;;-u;e Mz, USD

Agricg Kominal GEP, 5D (FPPL ™

Consamer Loans STER, Ecanomic Growth gt

Creerdrafl

Chuster 2 Saviegs per cupita, LCO

Domestic Trade Serdoes Femninal GOF, Lo

Tw Trantpart & enmnmunications nominsl GWA, LCD
Eroad money [% of GOP) - Sovereign Scorecand

Merchandis= Legacy STPR, Policy Continulty

Finamal Sarvices Long-Term Poligical Risk Index

Cluster 3 PR, Eﬁ:ﬁ iiiEE

Builling and Canstruction Mi, %5 of GOP

Hoiel gnd Tourksm Consimer price ndex inflatien, 2000=100, Bog

Manuafacturing and Production Tetal &eplovenent

Indusiry Mz, % of GDP

Eoal Eztate Real GDP growth, % y-o-y

Housing and Construction Foreign reserves ox gold, EUR

Clusier 4 BL

Exjrart l.:rldl.ng raie, %, ave

kit Central bank policy rate, %, sap

Advanes spainst Import Bills M1, USD

The economic scenarios used &s ot 30 June 2025 included the following key mdicators for Ethiopia
for the years 2023, 2024 and 2025
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[ Indicalor o-Jun- Fi-Jun-z4 un-
T T
.E::?:I:L:,L:LT Tos. "'_ 76382 959.96 13152
Exports of gods and services, USD 10,163.16 435 2,100.30 |
Governmend domestic debt, LCU 1&11,53.5; 2,005,0:0.47 25, 405.0
| Hulnlnni GOF, LCU — 7,328 2500 ] 12 Hz.1
Private finsl consamplion, LCU 5,747,25}.20 TM [ e (]
Tolal domestic d:mung LCU 7.845.345.56 10,390,227, 73 12,862 804 41
i!"'"“ﬁﬁﬂ’ 1,385,282 44 2,086,857.44 2,442 6RG. 12
Population - 124.94 128.11 3132
{'I:l K -
au;ﬁm;,gmd“ i 766.97 941.15 107686
|, LCU §18,230.82 Byo0041|  650.4B8.15
Mg LCU 1,665 828.1 1,26, 860,26 2,340,733.49
Current expenditure, LCU 548,567.56 B, 75184 7909681
Goods imports, USD 16,010,873 16,138.52 17,587.64
Gonds exparts, USD 371159 3,b72.11 4.161.B5
Current scenunt balance, USD (4.970,521,009.44] | (45992E0R33 | (411870, 830.99)
Import cover manths 0.4 o858 1.35
| Tatal houschold spending, LOU & &30,048,1% 7,514, 79345 L
inal GP, USD ﬁ?ﬁ 144,697.85 113,765.06
Beal GDP, LCU (2000 prices) 1.042.657.89 1,112, 745.44 1,189, 776.91
Real GOVP, LISD (2010 prices) 72,388 56 o7 2949 51 Ba,=6H,98
hﬁa::[}i" per capita, USD {2000 - 60277 6aB.76
hﬁum_liﬂﬂ GDF, USD (FFF) 374/676.95 400,756.75 03180
Private final consumption, USD 107,747.00 11576168 EDELE
Private final i
:.1;:;. oo e Bé2.29 90359 70123
ELEwUrEmmcnt fimal consumption, 4909,796.37 606,562.84 17,017,231
%mm&nt foval eonsumplion, 0,40181 0,008.27 P
| Exports of goods and services, LCO 540.269.49 63674074 )  76a653.05
Ex;a:;lsuusl'gmds:udsummper iy i =
| Imports of poods and services, LCU 117431147 1,330,083.64 1L573.470.11
Imports of goods and services, USD 22,0090.31 19,759.73 14,853.24 |
Total domestic demansd, DS 14758105 154,250.60 12142504
et 118118 1,204 02 924,69
:J:;mplnjment, % of lsbour force, .40 i i
| Beal effective mxchange rabe index 27.66 15.90 7.42 |
| Total revenue, LCU 637, 726,67 79154569 | 1,021,869 42
Total revenue, USD 11,006.46 11,747.69 o,6.46.85
Total expeaditwre, LCT Bas 91703 1,025,425.24 1,327,650.02
Tntﬂ ﬁ% [IEH] 15,087.73 15,0880 12.59%.54
Carrent sture, Lisld 10.326.71 9,159.45 gl
Builget balance, LCU ﬂm-ﬁﬂmltﬂﬁ?ﬁ [!331?13.193.:-'5-1.? [aﬂs.qai.ﬂm.ﬁﬂml
= 5 g
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Budget halsnes, LISTY {4,006 70,449 04) r-'""ﬁ"""'"*ﬂ*m"'} {2, AB3,406,058.41)
Services imports, USD PRI IL L 7. 805 07 Ba68.47
Services expets, USD 7:195.79 7,756.70 8,609.65 |
Toted peservees ex gokd, USD 132.59 1,758.28 2,928.57 |
sl extemnl debl stock, USD 1,835.96 I7.a52.61 :
Long-1crm external debt stock, USD 41,248 .30 19.913.35 3927168
Public external debt stock, VST 44677 34650 41 30.271.68 |
Total government debt, VS0 f0 346h.02 §4,840.H9 44.575.15 |
| Total debl service, ST 1,775.50 1,054 54 2.507.64
| M2, USD 124.94 128.11 131.32
Nominal GDP, USD (PPP), % y-o-y 124.094 i28.11 13i.32
| STER, Economic Grawth w0,400.84 2204856 16,877.63
Savings per capita, LCU 11.51 9.32 .12
Eﬁlﬁﬁmﬂmmuw ag17 1739 10.00
'R, Becurnity Risk 7,328 259.08 9.765,072.05 i Hz.1
My, % of GDP 27B,274.35 356,111.54 484,7073.56 |
Mz, % of GCOP 22.73 19.73 18.59
Real GDP growth, % Eapx 79,07 78,85 78.54
| Foreipn reserves ex gold, EUR 7.07 597 347 |
Polilical Bisk Index b7 04115 1,076.88
Lending rate, %, ave 373 19.73 18.59 |
Ceniral bank policy rale, %, eop 5.92 6,73 .2
M1, 5D LIA5.a7 1,641,005 2,7309.51

Predicted relationships between the key indicators and defavlt rates on various portfolios of
financial assets have been developed based on analysing semi — anmual historical data over the past

T years.
Bummary of scenario weighlings _
: ' Oiptimistic
iu:nanu Rase Dovwnturn (downside) (upside)
| Cluster 1 T3.33% 6.67% 20.00%
Cluster 2 7ia1% 13.33% 13.33%
Cluster 3 b 67 % 13.33% 20.00%
Cluster 4 Bl.67% 13.33% 20,00%

Other forward-looking considerations not otherwise incorporated within the above scenarios, such
as (he impact of any regulatory, legislative or poltical changes, have also been considered, but are
not deemed to have a matenal impact and therefore no adjustment bave been made the ECL for
such factors. This is reviewed and monilored for appropristeness an an annaal basis

Modified Mnancial assets

The contractual terms of a lean may be modified for a number of reasons, including changing
market conditions, customer retention and other factors not related to a current or potential credit

- 'lil-.liiuﬂ
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deterioration of the customer, An existing loan whose terms have been modified may be
derecognised and the renegotinted loan recognised as a new Joan at fair value in accordance with
the accounting policy sel oul.

When the terms of a financial assel are modified and the modification does not result in
derecognition, the determination of whether the asset’s credit risk has increased significantly
reflects comparison of its remaining lifetime PD at the reporting date based on the modified terms;
with the remaining lifetime PD estimated based on data on initial recognition and the original
contractunl terms.

When modification results in derecognition, a new loan is recognised and allocated to Stage |
(aesuming it is not credit-impaired ot that time).

The Bank rencgotiates loans to customers in financial difficulties (referred to 25 ‘forbearance
activilics”) 1o maximise collection apportunities and minimise the risk of default. Under the Bank's
forbearance policy, loan forbearance is granted on a selective basis if the debfor is currently in
defeult on its debt or if there is a high risk of defaclt, there is evidence that the debtor made all
reasonable efforts 1o pay under the original contractual terms and the debtor is expected to be able
Lo meet the revised terims.

The revised terms usually include extending the maturity, changing the timing of interest payments
and amending the terms of loan covenants, Both retail and corporate loans are subject to the
forbearance policy. The Bank Credit Committee regularly reviews reporis on forbearance
activities,

For financial assets modified as part of the Bank's forbearance policy, the estimate of PD reflects
whether the modification has improved or restored the Bank's ability to collect interest and
principal and the Bank"s previous experience of similar forbearance action. As part ofthis process,
the Bank evaluates the borrower's payment performance against the modified coatractual terms
and considers various behavioural indicators.

CGeperally, forbearance is a qualitative indicator of a significant increase in credit risk and an
expectation of forbearance may constitute evidence that an exposure is credif-impaired. A
customer needs 10 demonstrate consistently good payment behaviour over a period of time before
the exposure is no longer considered to be credit-impaired/in default or the PD is considered to
have decreased such that the loss allowance reverts to being measured at an amount equal to Stage
1.

Generating the term structure of PD

Credit risk grades are 2 primary input into the determination of the term structure of FD for
exposures. The Bank collects performance and default mformation about #s credit risk exposures
by type of product and borrower as well as by credit risk grading,

The Bank employs statistical models 10 analyze the data collected and generate estimates of the
remaining lifetime PD of exposures and how these are expected to change as a result of the passage
of time.

CamScanner


https://v3.camscanner.com/user/download

1At LR i AN EEEEEEEEEER

Perhan Mank 9.0
Moo o the Faancial viniemenis

Mensuremend al ECT

Eapected credit losses nre determined for all financial det instruments that are classified al
prmortised cost or fir value through other comprehensive income, undrawn commitments and

financial gunraniees,

An expecied credit loss represents the present value of expected cash shorifalls over the residual
term of o financial asset, undrawn commitment or financial guarantee.,

A ecich shorifall s the difference between ihe cosh flows that are due in pecordance with the
contractual terms of the mstrument and the cash flows that the Bank expects to receive over the
contractual life of the instroment.”

The key inputs into the measurement of ECL are the term structure of the following variables:

o  Probability of Defaul (PD);
¢ Loss Grven Defauli (LGDY; and
» Exposurc at Defauk (EAD).

ECL for exposures in Stage 1 is caleulsted by multiplying the 12-month PD by LGD and EAD.
Lifetime ECL is caleulated by multiplying the lifetime PD by LOD and EAD.

The methodology of estimating FDs is discussed above under the heading *Generating the term
structure of PD".

LGD is the magnitude of the likely loss if there is 2 default, The Bank estimates LGD parameters
based on the history of recovery rates of chims against defaulted counterparties. The LGD moedels
consider the structure, collateral, counterparty industry and recovery costs of any collateral that is
mtegral to the financial asset.

EAD represeénts the expected exposure in the event of a default. The Bank derives the EAD fom
the current exposure to the counterparty and potential changes to the current amount allowed under
the contract and arising from amortisation. The EAD of a financial asset is its gross carmying
amount o the time of default. For lending commitments, the EADs are polential fulure amounts
that may be drawn under the contract, which are estimated based on historical observations and
forward-looking forecasts. For financial guarantecs, the EAD represents the amount of the
guaranteed exposure when the financial guarantee becomes payable. For some financial assets,
EAD is determined by modelling the range of possible exposure outcomes at various points in time
using scenario and statistical techniques.

As described above, and subject to using a maximum of a 12-month PD for Stage 1 financial assets,
the Bank measures ECL considering the risk of default over the maximum contractual period
{including any borrower's extension options) over which it is exposed to credit risk, even if, for
credit risk management purposes, the Bank considers a longer period.

The maximum conractual period extends to the date &1 which the Bank has the right to require
repayment of an advance or terminate a loan commitment or guarantes,
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However, Tor overdoafta that e lode bevthi & bvan sl an amdrawn eomimat menl component, (he
Rank mesoires UL ovir o perod longer than the mavimam cortractual perod if the Hank s
vontractual ahility 1o demand repayment and cancel the undrawn commitment does not limit the
Pank’s exposure to credit losses 1o the contractual potice period. These facilties do nat have a
fixed term or repayment strecture and are managed on a collective hasis. The Rank can cancel
them with immediste efMect bl this comteactual right & not enforced in the pomal day-to-day
management, bl only when the Bank becomes aware of an increase in credit risk at the facildy
level This longer period is estimated taking into sccount the credit risk management actions that
the Bank cupects to take. and that serve o mitigate ECL. These include a reduction in limits,
cancellution ol the ficility and'or tuming the sutstanding balance into a loan with fixed repayment
s,

Where modelling of a paramcter s carried out on a collective basts, the financial instruments are
grouped on the basis of chared risk characlerstics that inelude:

tnstrument 1ype.
credit risk grading:
collateral 1ype;
LTV ratio for retail morgages(ihe ratio of the gross amount of the loan — or the amount
committed for loan commitments — 1o the value of the collateral);
date of infial recognition;
remaining term to maturity; and
* industry
The groupings are subject 1o regular review 10 ensure that exposures within a particular group
remain appropristely homogeneous.

For porifolios in respect of which the Bank has limited historical data, external benchmark
nformation is used to supplement the internally available data.

- & & &

Loans with rencgotinted terms

Loans with renegotiated terms are defined as loans that have been restructured due to a
deterioration in the borrower's financial position, for which the Bank has made concessions by
agrecing to terms and conditions that are more favourable for the borrower than the Bank had
provided initially and that it would not otherwise consider. A loan continues to be presented as
part of loans with renegotiated terms until maturity, early repayment or write-off.

Loans that were past due but not impaired

Loans that were “past due but not impaired® are those for which contractual interest or principal
payments were past due bul the Bank believed that impairment was not appropriate on the basis
of the level of security or collateral available and/or the stage of collection of amounts owed to the

.-"
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i) Credhl Belaied O ommliment Hlik

The Hunk hokls collseral agninst boans and advances 1o customers in the form of bank guarantecs
wal propenty. Estimates of fiir value are based on the value of coflateral assessed at the time of

borsowing, and penerally updated when a loan is individually assessed as impaired.

AN Mavimum Exposure to Credit Risk before Collateral Held or Credit Enhancements
The Bank's maximum exposure to credit risk at 30 June 2025 and 30 June 2024 respectively, is

represented by the net carrying amounts in the statement of financial position.

g0 June 2o2s5 a0 June 2024
Birr'ooo Birr'ooo
Cash nnd Balances with Banks 7,323,476 4,839,015
Laans and Advances to Customers 34,527,985 20,202,255
Investment Securities
Finnneinl Assets at FVTOCI: 608,040 460,152
Finanein] Azseiz ol amortized cost: 6,348 8o 3 00 2T
(her Assets 2,897,297 1 3
- N—— - 51,705,608 39,057,287
Credit Risk Exposurces Relating to Off balance Sheets @
Loan eommitments 10,000 250,000
Guarantees issued and outstanding 11,223,743 6,644,501
Letter of credit and other credit related obligations 1,939,037 100,495
15,472,780 6,994,706
“Total maximum exposure 67,178,387 46,652,083
30 June 2ozs 30 June 2024
Birr'ooo Birr' oo
Pass 33,225,548 28,382,110
Special mention 453348 434,237
Cubstandard 281,935 223,351
Doubtiul 397,551 228,670
Laoss 1,612,758 1550,021
35,973,941 ao,Bi18.490
Gross loans and advances 10 customers per sector is analysed as follows:
S0 June 2025 o June 2024
Bire"nno Birr'ono
Agriculture 130,128 152,534
Transport 458,255 457,443
Hotel and Tourism 463,714 458,343
Health and Education Service B37.151 279,992
Impeort 4,505,287 3.285,482
Export 3,049,405 2,543,950
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Manufncturing 4,064,293 3,708,946
Doimestic trade and services 750,306 720317
Bailding and construction 7,005,054 6,060,526
Personal loan 4,647.405 3,545,660

Staft loan 2,763,041 3,196,297
25,973,941 Jo, 818,490

The above table represents a worst case scemario of credit risk exposure of the Bank as at the
reporting dates withoul 1aking in 1o account of any collateral held or other credit enhancements

attached. The exposures are based on gross carrying emounts.

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

6.3.6 Credit Quality Analysis

The following table sets out information about the credit quality of financial assets measured at
amortised cost and FVOCI debt investments. Unless specifically indicated, for financial assets, the

amounts in the table represent gross carrying amounts.

For loan commitments and financial guarantes contracts, the amounts in the table represent the
amounts committed or guaranteed, respectively

In Birr'ooo

a 035 2024

Loans and advances to customers Stage 1 Stapge 2 Stage 3 Total

at amortised eost Total
Etage 1 — Pasa 93,229,348 - = 33,229,348 28 38z,110
Stage 2 - Special mention - | 452345 & 452,345 434,237
Stage 3 - Non performing - -| 202,248 | 2902248 2,002,143
Total gross exposure 33,229,348 | 452.345 | 2,292,248 | 35973941 | 30,818,490
Loss allowance (200,841) (1,140) | [695.042) {Bg7,022) (919,550}
Interest in suspense = - | (e20,262) {120,292) (84,462}
Staff Loan Market Interest Adjustment (428,642) - -1 (43B.843) (612,223)
Nel carrying amount 32,509,805 | 451,205 | 1.476,014 | 34.527.985 | 29,202,255 |
T Birr 000 1m25

Other linnnclad asseds (debi insiremenis) Giress exposure | Less allowanee m“;:“;k“
Cish and balanses with banks i H:ET_‘T 4,833,263 23 4,933,032
Investmiend securitics (debt instraments) 12 HE'I:':: 6,3a%,108 (37 . 348,801
Oiher receivables and fsancial ssscis Lifetinse ECL 2,323,877 [I5E,384) 1,115,293
Totals 1.3, 804,258 (389,131} 13,517,126
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In Rirr‘ooo _ 2024 2024
Loans and ndvances to customers | Stage § Stage2 | Stagej Total
al amortised cost Total
Stage 1 - Pass “zh,38z,110 - -] 2Babau0| 26018430 |
| Stage 2 - Special mention - | 434,237 : 434,237 712,583 |
Stage 3 - Nem perorming & - | 2002143 2,002,143 2,160,032
Total gross exposure 28,382,110 | 434,237 | 2,002,143 | 30,818,490 | 28,891,045 |
Loss allownnee 208,151 {1,357) (Gug,042) {919,550) (1,063 757) |
Interest in suspense - - (B4,462) {B4,952) (6g,021)
Stall Loan Market Interest Adjustment (612,223) - * (612,223) {411.300)
Nel ca AmMOouTL 27,550,736 | 432880 | 1,218,630 | =20.202,255 | Z7,346,057 |
Tov Rire0f0 2024
Gross Met carryin
_Trr linancial assets (debt Instrusients) PR LA Loss allpwance amsunt "
Cash and balanees with hanks 12 Maonth ECL 2108, 343 {153} 3.153.19-[!
Investment securities {debt insruments) 12 Month ECL | 3,604,450 (150 3,604,270
| Chtbver receivables and financial pssets Lifietimee ECL | 1062305 (294,159) TEE 046
Totals 7.775.098 (294,592} 7,430,506
ECL Movement
Stage 1 Stage 2 Stage 3 Tatals
ECL a1 1 July 2024 219,151 1,357 £99,042 919,550
Transfer ta Stage | 8,786 {635) (8, L50) -
Transier 1o Stape 2 (809) 1135 [2,326) -
Transfer to Stage 3 i4,159) (135 4,204 -
Nt remeasusement (162,627) 191 133,010 {29,325)
ECL on new loans | 86,685 430 i5109 202,233
ECL on derceognised loans {46,186) {3,303 {145,936) {E'Js A426)
ECL gt 30 June 2125 200,841 1,140 695,042 Ba7,023
Stage 1 Stage 2 Stage 3 Tatals
ECL at 1 July 2023 194,483 4,364 264,911 1,063,757
Transfer i Stage | 146,914 {2 40E) {144 SOR) &
Transfer in Stape 2 (564} 712 {14R) -
Transfer 1o Stape 3 {1,860) (683} 2,543 .
el remeasurernent (147.316) 217 (24,720} (171,519)
ECL on new losns 178,321 251 4,224 182 796
ECL oo d niged loans {150 826) (1,098} (3,259} (155,184)
ECL st 30 June 1014 219,151 1357 629,042 519,550

(a)  Credit gquality of cash and cash equivalents
The credit quality of cash and cash equivalents and short-term investments that were neither past
due nor impaired as at 30 June 2025 and 30 June 2024 have been classified as nm—m-mj 25 there

are no credil rating acm:lti Lu E’.hlupm
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(b} Credit guality of loans and advances

The nonperforming (NPL) ratio of the bank is 6% as of June 30, 2025, by considering both
principal and interest. But the NPL ratio of the bank is 4.78% when considering the total portfolio

apgainst the principal amount.

_Net Loans and Advance

Stage 1 Stage 2 Stage 3 Total
_30June 2025 Birr'ooo  Birr'ood HBirr' 000 Birr'ooo
Agriculture 18,27 - 11,856 135,28
Transport 365,296 1,428 71,531 458,255
Hotel and tourism 435,017 3,464 25,236 463,718
Health and Education Service 822,503 12,9491 1,658 837,151
Import 4,413,050 36,068 35,269 4.505.287
Export 4,740,019 5.1BB 204,157 3:1940,405
Manufacturing 4,902,785 18,564 42,943 4/964,253
Domestic trade and services 6,072,137 257,118 830,051 Tl 50,308
Building and constroction 6,008,407 17085 979,561 7,005,054
Personal laans 3,500,973 45.410 41,022 3.647.405
_Staff loan 2 660,880 54,130 48 922 2,763,941
“L;“ 33:220,348 452,345 2 2,202,248 35973941
Lmpairment allowance [note 16a) [200,841) (1,140) [Bag,042) (897,022}
Interest in suspense 5 - {120,291) (120,292}
Stall Loan Market Interest Adjusiment (428 643 - - (428,642}
Net Loans and Advance 32,599,865 1,2 1,476,091 A
Stage 1 Stage 2 Stage 3 Total
30 June 2024 Birr'oon  Rirr'ooo Birr'ooo Birr'oon
Agriculture 141,221 3197 B nb 152,534
Transpod g72,229 3 Bg218 457443
Hotel and tourism 430,605 10,683 17,056 458,343
Health and Education Service 260,585 = 10,407 279,992
Import 3,214,838 12,631 s8,o13 5,285,482
Export 218,570 2020l 105,082 2,543,950
Manufaciuring 3,506,312 71,840 70,794 708,946
Damestic trade and services 6,326,396 123544 679,374 729,317
Building and construction 5,108,750 42,125 909,651 060,526
Personal loans 3,449,555 70,703 25402 3.545/660
_Staff luan 3,084,053 79,215 35,028 3,196,297
E;:ﬂ 28,382,110 434,237 2,002,143 30,818,490
Impairment allowance (note 18a) (219,151) (1357)  (699,042) (919,550)
Interest in suspense - - (Bag,qb2) (84,452)
Stall Loan Market Interest Adjustment (6r2,223) - - (612,223)

CamScanner


https://v3.camscanner.com/user/download

Nerhan Nank 80"
wWoles o ihe Mnnncisl siniements

iy Leans and advances - nelther past doe nor impaired

The credil quality of the portfolio of lbans and advances (hal were peither past due nor impaired
vy be nssessed by reference 1o the customer’s ability 1o pay based on loss experience. Loans and
sdvances in this category are loans past due for less than 30 (thirty) days.

a0 June 3035 a0 June 2o
Birr'noo Birr' oo
Nedther past due nor impaired 13,220,348 28,382.u0
Collective impairment {200,841) (319,430
_Loan and sdvances (nel) 33,018,507 38,562,959
(i)} Loans and advances - past due but not impaired
30 June 2025 a0 June 2024
Birr'ooo Birr'ooo
Past due up to 30 days 458,345 434,237
Collertive impalrment (1,140 [ta57)
Loan and advances (net) 450,305 433,880
{iii) Loans and advances - Impaired loans
30 June 2025 30 June 2024
Birr'ooo Birr'ooo
Impaired loans 2,202.248 2,002,143
Individual impairment (695.042) (699.042)
Net Hn; Amount 1,597,208 1,303, 100
{iv) Allowance for loan impairment
30 June 2025 30 June 2024
Birr'ooo Birr'oo0
IFRS Loar impairment charge Bg7.n23 BLG.550
Tetal allowamoe for impaimment nzg GiGL550

63,7 Staiement af Prudential Adjustments

Provisions under prudential guidelines are determined using the lime based provisioning
prescribed by the National Bank of Ethiopia (NBE) Directives. This is al variance with the
expecied credit loss model required by IFRS 9. As a resull of the differences in the

' _-!E-I:Il l:ﬂ'
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methodology/provision, there will he variances in the impairments allowances required under the
two methodalagies.,

The proclamation *Financial Reporting Proclamation No.B47/201 4 stipulates that Banks would be
required to make provisions for lonns as prescribed in the relevant IFRS Standards when [FRS i3
adopied.

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. However, the IFRS provision should be compared with provisions
determined under the NBE directives and the expected impact/changes in Regulatory Risk Reserve
should be treated as follows:

>If prudential provisions is greater than TFRS provisions; the excess provisions resulting should
be transferred from Retained Earnings account o Regulatory Risk Rescrve Account.

>If prudential provisions is less than IFRS provisions; the excess provision is charged to the
statement of profit or loss, The cumulative balance in the regulatory risk reserve is (hereafter
reversed o the Refained Earnings acoount.

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

30 June 2025 g0 June 2024

Birr'ooo Birr'ooo

Total impairment based on IFRS Bog7.022 g19,550
Taotal impairment based on NEE Directives 1L075.244] [g91,647]
E.ru_u{EhnHaEe] Prudential Adjustments {(178,227) {7z, 097]

.38 Credit concentrations

The Bank monitors concentrations of credit risk by economic sector. An analysis of concentrations
of credit risk at 30 June 2025 and 30 June 2024, The Bank concentrates all its financial assets in
Ethiopia,

g0 Jane 2025
Public Enterprise  Cooperative Private  Association
Birr'ooo Birr'ocoo Birr'ooo Birr'ooo
Short term ITnvestments - ) = -
Loang and advances = 72,049 AR.000L,025 -
Investment securities 6,340,118 . . -
Investmant in Eaquity - . fiof, 040 -
Loan commitments ; i 310,000 =
6,349,118 72,049 36,810,974 2
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aodJune 2024
Public Enterprise Cooperative Private  Assoelation
Bire ooo Elrrnnn Birr'oon Rirrood
“Shot term Tnvestmenis & 3 & =
Loans end advances . 50,303 30,768,187 -
Investment securitiss 9,604,450 3 e »
Investment in Eq'l.lllt}' B & ‘ﬁﬂlim -
[{th mimm L & m -
3604450 50,303 31,478,339 -
6.3.9 Nature of security in respect of loans and advances
Building Share
Building &Vichicle Certificate Vichicle Others
J0 June 2025 Birr'ooo Birrooo  Birroon  Birrf'ooo Birr'ooo
Agriculture 113,444 3,360 - 13,324 =
Building, Construction & Real 4,299,554 462,636 - 572,686 1,820,177
Estate
Domestic Trade and Services 4795547  1,245.870 21,383 913,134 183,372
Export 2,448,804 1,548 235,172 300,041 663,950
Health & Education 673,353 - 35.427 128,370 =
Hotel And Tourism 424,200 15,626 - 23882 -
Impaort 3,303,668 318,078 193,636 457447 232,458
Manufacturing 2,272,393 517,145 3,933 whs8s 1974232
Personal 2,003,561 5.344 4,133 599,420 141,057
Transport & Communication 1B,674 31,783 g6z 386,836 =
Other(Staff) 2,284,586 - - 170834 goBsa
23,407,884 2,811,190 493,536 3,846,563 5.324.667
Building Share
Bullding &Vehicle Certificare Vehicle Others
_je June 3024 Birr'ooo Birr'ooo  Birr'ooo Birt'oon Birr'ooo
Agriculture 2,012 4,434 43,577 1,780
Building, Construction & Real 3,882,473 971,035 1,382 1,250,460
Estate
Domestic Trade and Services 5,422,107 TO0,017 23,17 79,105
Export 1,174.338 206,822 225,017 574.323
Health & Education 265,818 - - -
Hotel And Tourism 415,999 18,052 . -
Import 2,379.846 186,052 273,580 162,345
Manufacturing 2601422 238,667 8,617 692,075
Personal 2,793,144 5,530 6,534 167,634
Transport & Communication 50,687 26,688 - 0950
Other{Staff} 2,391,412 2,131 - 683,551
21,460,258 ] 8 3,606,239
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f 210 Collateral held and iheir financial effeci

The peneral creditworthiness of a customer tends to be the most relevant indicator of credit quality
afa lonn extended to . However, collateral provides additional security and the Bank generally
requests that barrowers provide i, 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 o Girst 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 baged on the last revaluations carried out by the Bank's in-
house engineers, The valuation technique adopied for propertics is in line with the Bank's
valuation mamual and the revalued amount i3 similar to fair values of propertics with similar size
and location.

The fur value of collaterals other than properties such as share certificates, cash, NBE bills ete.
as disclosed at the carrying amount as management is of the opinion that the cost of the process of

establizhing the fair value of the collateral exceeds benefits accruable from the exercise.

At 30 June 2025, the net carrying amount of credii-impaired loans and advances to customers
amounted to ETB1.62 billion and the value of identifiable collateral held against those loans and
advances amounted to ETH 2.4 billion. For each loan, the value of disclozed collateral is capped
at the nominal amount of the loan that if s held against.

6.4  Liguidity 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
liguidity in order to ensure that we meet our maturing obligations,

6.4.1 Management of Liguidity Risk

Cash flow forecasting is performed by Treasury and Investment Depariment. The depariment
monitors rolling forecasts of liquidity requirements to ensure it has sufficient cash to mest
operational needs.

Prudent liguidity risk management implies that sufficient cash is maintained and that sufficient
funding is available to meet s linbilities when due, under both normal and stressed conditions,
without incurring unacceptable losses or risk damage to the Bank's reputation.
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6.4.2 Maturity Analysis of Financial Linbilitics

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

0= 30 31 =90 qi - 1fo 181 - 365 Over 1
days days days days YEar Total
_joJunc zoag Birr'oon  Birrooo  Birrfooo Tire" oo Rirr'oon Rirr'oon
Deposits from costomers 4000862 889080 1,933,621 1,778,161 36,452,206 44,454,019
Due o Banks & Other 287,048 - - = = 287,348
In=stitutions
Current tax Eahilities - - 448,597 - - 448,557
Er'l::dr;ina held on letters of - 1508936 - - - L,508.336
it
Provisions = 204,721 15,053 21,074 bo,212 301,061
Retirement benefit 971 1,942 2,013 3, B4 184,490 194,200
abligations
Crither labilities 175,508 638,598 1,928,150 27033 32 462 3,102,680
Deferred Tax Lishilities - - - - 32,489 32480
Total financial liabilities $:464;779  Fag43618 3asf g4 2531052 37,051,040 =0, 418,750
0-30 31 =90 g1-180  1B1-365
days days days days Owver 1 year Total
30 June 2024 Birr'ooo  Birrfooo Birrf'ooo  Birr'ooo  Birr'ooo  Birr'ooo
a5 from customers 3.316,607  737.044 L105566 1474088 30218798 36,852,103
Due to Banks & Cther 578,018 - = - - 578,018
Institstions
Current tax Habilities : - 286380 g - 286380
Margins held on letters of - 567,992 - - - 567,952
eredit
Bomrowings i 3 % ¥ b’ ol
Provisions - 170,018 12,501 17,502 50,005 250,027
Retirement benafit 682 1,365 2,07 2,790 124, 661 136,495
ohligations
Other liahilities 58.845 213,982  445.083 243,940 108,061 1,060,012
Deferred Tax Liabilities = 8 ; ’ 67,295 67.295
Total financial
liabilities 3,954,243 1,690,401 1,851,586 1,738,250 jo,573.820 39.B08,3u

65  Market Risk

Market risk is defined as the risk of loss that the fair value or future cash flows of a financial
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exchange mies, equity prices, eredit spreads and their velatilities. Market risk can arise in
conjunction with trading and pon-trading activities of a financial institutions.

The Bank does not ordinarily engage in trading activities as there are no active markets in Ethiopea.
6.5.1 Mauonagement of Market Risk

The main objective of Market Rek Management is to manage and control market risk exposurcs
within acceptable parameters, while optimising the return on risk. Market risk is monitored by the
risk management department regularly 1o identify any adverse movement in the underlying
variables,

()  Interesi Rate Risk

Interest rate risk is the risk that the value of a financial instrument will be affecled by changes in
market interest rates. Borrowings obtained st variable rates give rise 1o 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
firancial assets and financial liabilities. The Bank's investment portfolio is comprised of treasury
bills, Ethiepian government bonds, money market operation and cash deposits.

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

30 June 2025 Fixed Floating Non-interest bearing Taotal
Birr'oon  Birr'ooo Birr'ooo Birr'ooo
Assels
Cash and balances with banks 1,757,634 - 5.5605,842 7.323.475
Loars and advances 94,182,705 = 345.2B0 94,527,085
Investment securities 6,248 8o - - .94 8 Biod
Total 42,289,140 = S01,122 48,200,262
30 June 2024 Fixed Floating Non-interest bearing Total
Birr'oon  Birr'ooo Birr'ooo Birr'ooo
Assets
Cash and balances with banks 1,161,580 - 3678335 4,839.915
Loans and advances 28,010,252 - 292,023 29,202,255
_lovestrent securities 5.604,270 - - 3,604 270
Total 53,076,082 = 3,970,358 EE%“

(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 {o exchange rate risks 1o the extert of balances and transactions denominated
in a currency other than the Ethiopian Birr. The Bank's foreign cumency 'mn_']i accounts act as a
T Bron

0
Ny ¥ acrak, B
..""' T, "".
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natural hedge for these transactions. Management has set up a policy to manage the Bank's foreign
exchange risk against itz functional eurrency.

The table below summarises the impact of increases/decreases of 10% on equity and profit or loss
arising from the Bank's foreign denominated cash and bank balances.

The total foreign currency denominated asseis and liabilities exposed to risk as at 30 June 2025
was Bur 1.06hill and 30 June 2024 Birr 145.6million.

Foreign currency denominated balances

Jo June 2025 30 June 20L§

Birr'ooo Birr'ooo

Cash and bank balances 2,507,748 3i0,819

_Deposits/Liabilities 1,532,108 456,485
Net Foreign currency denominated balances 1,065,640 (145,666)

Sensitivity analysis for forcign 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 Muctuate because of changes in market rates at the reporting
date,

The sensitivity of the Bank's earnings 1o fluctuations in exchange rates is reflected by varying the
exchange rates at 15% and 3% as shown below:

30 June 2025 30 June 2024

- Birr'ooo Birr'ooo
USD cash at Foreign and Cash Balances 2,557,748 qio,519

[ 5% appreciation of Dollar 359,662 46,623
5% Drepreciathon of Dollar (129, 887) (15.541)
239,773 J1.082

6.6 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
fulure development of the business,

6.6.1 Capital Adequacy Ratio

According to the Licensing & Supervision of Banking Business Directive No SBR/78/2021 of the
MNational 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 provizsions of Directive No SBB/9/935
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, — o Reen s

({’\;..I,.:-"' H{“:\
Bank fz2]
J__.'J:_-.' i
./
M‘f:\'. T I-'-".'_.. £
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Capital inchades capital contribution, legal reserve and other reserves to be approved by the
Nntwannal Bank of Ethiopia

o June 2025 40 June 2024
Birr'ono Birr'ooo
“Capital
Capital contribution 4,286,885 1,447,808
Share Premium 18,628 15,372
Logal reserve 1,677 520 1,153.737
Regnlatory Risk Reserve 1,128,204 $04,020
Ti111,344 222,027
“Hisk welghtcd asscis — .
Hisk weighted balance for on-balance sheet items 3,055,502 26,889,006
Credil equivalents for off-balance Sheet [tems 8,002,363 9,040,158
_Tatal risk welghted asscts 44,047,665 30,838,254
Risk-weighted Capital Adequacy Ratlo (CAR) 16% 17%
Minimmum required eapital BY% B%
Exress 8% 0%

6.7 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 diselosed in the Anancial 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.

6.7.1 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 reflest market data
obiained fom 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 statemenis
are categorised within the fair value hierarchy, described as follows, basad on the lowest level
imput that is significant to the fair valee measurement as a whole.

Lavel 1: Inputs that are quoted market prices (unadjusted) in active markets for identical assets or
liabilities.
Level 2: Inputs other than quoted prices included within Level | that are observable for the asset

or lability, either directly (e, as prices) or indirecily (ie. derived from prices) . This category
includes instruments valued using: quoted market prices in active markets for similar instruments;

A

;m{:vﬁ.r'i)

Beihan Bank 2
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or other valuation technique in which all significant inputs are directly or indirectly observable
from market dpia,

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

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

6.7.2 Financial Instruments Not Measured nt Fair Value - Fair value Hierarchy

The following table summarises the carrying amounis of financial assets and liabilitics at the
reporting date by the level in the fair value hierarchy into which the fair value measurement is
categorized.

Gross
Carrying
o June 2025 armount Lewel 1 Level 2 Level 3 Taotal
e Birrf'ooo Birr'ooo Birr' oo Birr'ooo Birr'oon
Financinl nssets
Cash & balances with hanks 7,323,707 - 7,323,707 - 7.323.707
Loans and advances 35,076,919 - 35,076,019 - 35,076,919
Investment secarities 6,491,781 = - 6,401,781 B,491,781
Total 48,808 407 - 42,400,626 B,401, 7EL 48,802,407
Financial liabilities
Deposits from customers 44,454,019 - 44,454,015 44,454,019
_Other liabilities 3,192 684 2 3,192,689 = 3192689
_Total 47,646,708 - 47,646,708 - 47,646,708
Gross
Carrying
Jo June Foeg armoant Level 1 Level = Lewvel 3 Total
Birr'ooo Birr'ocoon Birr'oon Birr' oo Birr'ood
Financial asscts
Cash and balances with 4,840,068 - 4,840,068
banks 4,840,068
Loans and advances 20,808,040 . 20,808,040 - 29,858 940
Investrnent securities 3 03 B - - 4,702,604 1,702,604
Total 38,441,612 = 34,739,007.06 3,702,604.00 38.441,611.96
Financial liabilides
Diepeosits from customers 36,852,193 . 36,852,103 - 36,852,105
ihﬁ']ﬁhﬂlllﬂ 1,000 g - 1,069,912 - 1,069,012
Tolal A7 022,105 2 37922105 . J7922,105
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6.73 Transfers between the Falr Value Hierarchy Categories

During the reporting periods covered by these annual finencial statements, there were no
movements between levels as a result of significant inputs to the fair valuation process becoming

observable or unobservable,

6.8  OfMsetting Financinl Assets and Financial Liahilities

There are no offsetting arrangements, Financial assets and liabilities are settled and disclosed ona

gross basis,
7 Interest Income
ao June 2025 g0 June 2024
Birr'ooo Birr'ooo
Interest oo loans and advances B.a6g. o7 4,707,404
Interest on investment securities 415,149 284,135
Interest on depasits due from banks 250,431 120,615
Interest on shott term Securities 20,070 .
ﬁ.ﬂﬁﬂlim Si12. 154
8 Interest Expense
o June 2025 A0 June 2024
Birr'ooo Birr'ooo
Interest on Demand deposits (6,504} (15.0%7)
Interest on Saving deposits (1,284, 603) f1151,210)
Interest on Time deposits {570.549) (521,215)
Interest on borrowings from domestic hanks (104,945} {66, 72H)
Interest expense — Lease {45,780} {42.336)
(21075600 (1,796,517)
9 Fees and Commission Income
o June 2025 jodune 2024
Birr oo Birr'ooo
Commission on letters of credit 305,328 164,607
Commission on CPDs, Cheques and FTs 1,933 1,365
Commission on goarantees B28.731 267391
Fees Income 1,201,585 b g6
Commission on PO issuance 214,361 36,867
2,351,038 Bab, 526
Fec and commission expense 1
Fee and commission Expanse (264.006) (79,807)
_(264,096) (79,807)

Net fees and commission Income
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10 Other Operating Income

joJune 2025 sodJune 2024

Birr'noo Birr'ooo

Other ncome 192,788 236,728
Gain on foreign exchange 1707814 200,537

1,000,602 438,264

11 Impairment losses on Financial Instruments

Fo June 2025

Jo June 2024

Birr'ooo Birr'ooo
Loan Impairment Charge 22,528 144,207
Impairment Loss-Other Financial Assets {15,293 (77.291)
= 60,916
12 Personnel Expenses
J0June 2025 40 June 2024
Birr'ooo Birr'ooo
Short term employee benefits :
Salaries (1,379,710) (1,220,871)
Staff allowances (431,228) (357.924)
Oviertime (23.111) (23.0433)
Bonus (zo0,213) (174,152)
Training and Edueation (43.786) (21,208)
Laave Payment {15,731) {15.751)
Pension costs — Defined contribution plan {150,973) (133,539)
Frovident Fund - ﬂll:l"r.u.!d contribution plan [13,727) (12,1400
Orther steff expenses (91,1832) (83,404)
(2,365,301) (z,041,500)
Long term employee benefits :
Defined benefit plans-Sevarance {42 002) G4 7ra)
(2,407,303) (2,076,281)

-

13 CHher Operating Expenses

_—

g0 June 2025

S0 June 2024

Birr'ooo Birr'ooo
[Hilithes f21,526) {12,508)
Advertisement and promotions (25.384) {42,222}
Snfrware Maintenance Fee {65.248) (43.049)
Sponsorship expenses (2.875) (3,792)
Communication expense (32,227} (21,680)
Postage and stamps {569) (368)
Staticnery and office expenses (44,004) (G3,212)
Legal and professional fees {7.602) [9.002)
G T
ol Fage
{8 '.-_:. 3
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Awdit foes (5a8) (538)
Repalrs and malntenance {49,226) (2887
Travelling expenses (ro,B76) {16,881)
Donathon: {13,120} i3]
Insurance {135,884} {132,102)
Entertainment (7.068) (6,113)
Fuel and labricant (2.5979) (H.570)
Miscellaneous expenses (44,729} (32,399}
License fees (E45] (845)
irector fees (1,228} {1,220)
Fines and penalty (2.239]) (2,784)
Loss oa forelgn exchange (2.034,522) (135.746)
Write=fT expense (22, 628] ;
Crutsouroe Service expense {53,398} (33.238)
Loss on Revaluation or Disposal (2,941] (2.595)
Impairment Loss - Property [zo00) (30} |
Inventory Write-Dawn Expence . (58a) |
Impairment Loss on Assets Hedd for Sale {17a] (48
(258203 (592.577)

Security Services of birr 33.3 mill, Electricity - Generator Fuel (birr 2.7 mill) and Short-5MS
Charge (birr 5.6mill} reclassified from miscellanecus expenses to Oulsource service expense,

Unilities and Communication expense for the year 2024 respectively.

14  Company Income and Deferred Tax
I4a  Reconciliation of effective tax fo statutory ftax

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:

soJune anzs o0 Junae 202
Birr'ooo Birr'ooo
Current income tax
Charge for the year: 450,326 27,583
Prior vear (over)/ under provision - A
Deeferred income tax/{credit] to profit or loss (34,806) 2,020
Todal charge io profit or loss 415,521 319,573
Tax (erédit) on other comprehensive insame {114,88%) (91024
Total tax in statement of comprehensive ineome 300,649 236,549
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g0 June 025 30 June 2024
Birr'oog Birr'oono
Profit before tax 2,511,079 1,507,785
Add : Dizsallowed Expenses

Entertainment 7068 6,013
Donatien 120 132
Eponsorship 2,875 3,743
Peaially 2.239 2,784
Awards Ay 1,502
Accrued Leave Expense 15731 15,751
Amortization of Right of Use asset 343,937 317,681
Interest Expense on Lease Linbility 45.780 42,336
Impairment Loss - Property 200 Io
Impairment Loss on Assets Held for Sale 170 45
Inventory Write-Down Expense - sRg
Provision for leans & other financial assets as per IFRS (7.235) (66,m6)
BEVEFARCE 42,002 34,772
Net Gain on disposal of PPE-IFRS {46.322) {172,550}
Met Gain on disposal of PPE-Tax 61,528 194,263
Depeeciation for IFRS accounting purpose g7.o88 9426
Amortization for IFRS sceounting purpose 4165 3,784
Cash Indemnity Allowance 12,679 13,378
Employee Interest rate Benefit-1FRS {20,803} (34,040}
Employes Interest rate Benefit-Tax 166,061 174,052
Loss On Lease Modification 407 4
Froperty Tax abo -
Write off Expence 22 628 =
Sport Helated 10 -
s5h,051 GG, o0H

Depreclation o 6
Hom for tax purposs 259,004 246,215
Amortization of Prepaid Rent and Leass 274,480 A40.421
Provision for loans & other financial asset=s for taxy MBE So% AGT, 150 132,705
Severance Paid 14,818 13,026
Lesve Paid 6,399 4,927
Interest income taxed at source- foreign 46,504 = ERo
Dividend ineome taxed at source 40,360 18,063
Interest income exempled-NEE Bills and T-Eills #15,149 284,135
Interest income taxed at source-Local Deposit ziz.Hg7 113,035
Galn frorm reveraal of Impalrment allowance 320 e
Cash Indemnity Allowance Paid 4,600 Ti325
Gain On Leage Modification _2.068 F]
1,774,698 1167, 508
Taxahle profit 1,493,332 057245
Current tax at 30% 448,000 287,174
5% on interest on foreign deposits 2327 aro
Total tax in statement of com prehensive income 450,326 287,553
Average Effective Tax Rate: 17.93 19.07

"-E:l". . By .I|.
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The average effective tax rate is the tax expense divided by sccounting profit.

14b  Current income tax linbility

30 June 2025 a0 June 2024
Current Income Lax liability Bire'ooo Birr'aoa
Balance at the beginning of the year 286,389 79,077
Charge for the vear 450,326 287855
Prior year {over)y under provision %
WHT Notes utilised (1.730) (1,264}
Payment during the vear (286,389) (79.077)
Balance at the end of the year 448.597 26,309

14c

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

g0 June 2025 30 June 2024

Birr'ooo Birr'ooo
The analysis of deferred tax assets/(liabilities) is as follows:
Ta be recovered after more than 12 months (32,48q) (67,295)
To be recovered within 12 months = )
(32.489) (67.295)
Deferred income tax assets and liabilities, deferred income tax charge/credit) in profit or loss
("P/L), in equity and other comprehensive income are atnbutable to the following items:
At Credit)/ Credit/
Deferred income tax July [charge)to P/L {charge) to 30 June
assets /(liabilities): 2024 equity 2025
Birr'oo0 Birr'ooo Birr'ooo Birr'ooo
Property, plant and equipment 108,240 (17491) * 90,749
Frovisions o £ = =
Unrealised exchange gain s . p = E:
Tax losses charged to profit er i - - ¥
Post-employment benefit obligation (40,946) {17.315) £ (58260)
Total defe tax
_assets /(liabilities) 67,295 (34.806) . 92,489
Nole
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L‘m!lllr‘ Credit/
Deferred Income tax AtiJduly  [charge) to P/ (charge) 1o
mseets f(lakiltbesh 20 equity 30 June 2024
Rirr'onm Birr'oon Birr'oon Hirr'ooo
Property, plant and equipment 65.813 42427 : 108,240
Provisions § M F 3
Unrealised exchange gnin - . - -
Tax laszes charged to profit or loss % # - =
_Post-empleyment benefit ohligation {30.539) [ 4067) - (40 c46)
Total deferred tnx
assels/(Tabilities) 15,275 32,020 - 67,295
l 15  Cashand Cash Equivalents
158 Cash and balances with banks
| a0 June 2oas5 q0.June 2024
Birr'aon Birr'ooo
Cash [n hand local currency 1,600,685 1,707,309
I Cash in hand foreign currency 215,047 24,416
Plecement with other Instiatiors 1,644,421 1,478,083
Depaosits with foreign banks 2,382 651 286,403
Batance held with Naticnal Bank of Ethiopia 485,120 L342.957
. Maney Market Operations 1,005,753 =
Gross amount 7,323,707 4,840,068
Less & =
1 Allowance for Tipairment- Bk Balances (az1) (53]
7,323,476 4.839,915
Maturity analysis a0 June 20a5 a0 Juns 2024
:‘ Birr'coo Birr'ooo
Current 4.558 3a7 2,200,368
Nen-Current 1,154,000 2,540,700
1 7,323,707 4,840,068
“ 156 Due from Banks & Other Financial Institutions:
20 June 2635 30 June 2024
Birr'ono Birr'oon
“ ATM Bettlement-Off Us X735 255.951
Chegue Clearance-Oubward 6,449 2,655
Foreign Currency Recefvable 00,500 191,831
Mobile Fund Transfer-Off Us 486,050
937,387
dFE
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Berhan Bank S.C
Nutes to the Finaneinl stalemenis

o June 2025 0. SuiE S04
Birr'ooo Birr'oon
15¢ _ Restricted Pund Balance 3,354,900 ST

The restricted fund balance represents 7% of deposil balance maintained with National Bank of

Ethiopia.

16 Loans and Advances

162  Loans and advances to costomers

30 June 2025 doJune 2024
Birr'ooo Birr'ooo
Agricultare 130,128 152,534
Building and construction 6,303,511 5/640,130
Domestic trade and services 6,213,821 6.272,772
Expart 1,195,655 1,426,368
Hotel and Tounism g8 571 410,348
Health and Education Servics 672,637 245,060
Import 3005892 1,847,053
Manufacturing 4,237,549 2,822,610
Merchandise Loans 1,007 135,205
Crverdrafts 4,176,372 355,249
Personal loan 3847405 3545670
Pre-Shipment o, 686,014 004,823
Staffloan 2,763,940 3,106,207
Transport 440,730 428,342
Gross amount A5.073.041 40,818,490
Less: Impairment allowance
Collective impalrment
Stage 1 (200,B41) (219,151)
Stage 2 (1,140) (1.357)
Stage 3 {6g5,042) (699 042)
35,076,010 29,808,040
Less :
Interest in suspense (120,292) {84.462)
Stafi Loan Market Interest Adjustment (428 642] (622.223)
Met Loan Balance F527,985 20,208,255
Muaturity analysis 30 June 2025 30 June 2024
Birr'ooo Birr'ooo
Current 11151,922 9553732
MNon-Current 24 B22,m9 21,264 708
35,073,041 ﬂ&hﬂ&ﬂ
gr T
5 AL
rf‘.:‘ IPage
- or |
& oY )
= Iil i Eui:lﬂ"‘" T |
: Eerhan _:"

Couty 1100 ¥
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Wotes (o the Financial statements

I6h  Impairment Allowance for Loans and Advances
IFRS % key guidance on segmentation

(IFRS 9 B5.5.5) For the purpose of determining significant increases in credit risk and recognizing
a loss allowance on a collective basis, an entity can group financial instruments on the basis of
shared credit risk characteristics with the ehjective of facilitating an analysis that is designed 1o

enable significant increases in credit risk 1o be identified on a timely basis.

Im addition, common considerations that a Bank may consider before selection of a segmentation

criteria include, but are not limited to;

» Customer grading methodologies and whether this is reflective of the proposed

segmentation criberia;

How a Bank sets portfobo credit conceniratson limits;
Management's experience with regards to historical default trends;
Regulatory guidance on credit reporting; and

& & & &

Financial statement disclosures snd current credit reporting structures.

Based on the above facts the bank recognize the loss allowance by segmenting its portfolios into

the following clusters:

1} Agriculture
2} Comstruction and Building {Including Hotel and Tourism)

1) Domestic Trade and Services (Including Transport and Communication, Health &

Education Service)
4) Export and Impors
5) Manufacturing
&) Persomal Loans {Including Stafl Loans amd Diaspors Loens)

A reconciliation of the allowance for impairment losses for loans and advances by class, s as

folbows:

Asat go  Charge for o June
Callective allowance for impairment Junie 20y the year 2025

Birr 'ono Birr'ono Birr'ooo
Allowance For Impairment - Agriculmre (794} (324) (1,118}
Allpwance For Loan Impairment - Building And Construction (584,161) 41,150 (542.971)
Allowsanee For Loan Impairment - DTS (118,830} (24,137} (r1q2,967)
Allowance For Loan Impairment - Export and Imports (35.186) 7521 (27.665)
Allowance For Loan Impairment - Manufacturing (7.5og) L334 {&.575)
Allowance For Loan Impairment - Personal (15,203) (1,147} (16,440)
Allowance For Loan Impairment - merchandise loans (77a) nz (67
Allowanee For Loan Impairment - Preshipment loans (54.252) (11,024} (B5,276)
Allowanee For Loan Impairment - Overdrafis (102,324) 8,381 (93.943)
Allawanes For Loan Impairment - Emergency staff loans (23l 23 -
Total - Collective Impairment (919,551) 22,520 (R97,022)

i

)

r—
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AREERRERESA xS EKEREEREEREREEEREN

Asat 30  Charge for 30 Jume
Collective allmevance for impairment June 2023 the year 20024
Birr'oon Birr'ooo Birr coo
Allowanee For Impairment - Agrioulture (661} (133) (794)
Allowance For Loan Impairment - Building And Construction {630,092) 46,831 {584,161
Allowance For Loan Impairment - DTS (164,711} 45.881 {118,830}
Allowance For Loan Impairment - Export and Impods (118, 486) 83,300 (35186}
Allowance For Loan Impairment - Manufacturing (4, 832) {3.,0r77) (7,909)
Allowanee For Loan Impairment - Personal {6,605) {B,598) {15.293)
Allowanee For Loan Impairment - merchandise Inans (177) (6o2) 779}
Allowance For Loan Tmpairment - Preshipment lonns {49.245) (5,007} (54,252
Allowance For Loan Impairment - Overdrafts (B7.099) (14.3B5) (102,324)
Allgwance For Loan Impairment - Emergency staff loans (18) (5} (23]
Taotal - Collective Impairment (1,063,756 L, 20 1 1
17 Investment Securities
17a  Financial Assets at amortized cost;
anJune 2025 30 June 2024
Birr'oon Birr'ooo
Bonds and Bills 6,349,118 3,604,450
Lasst
Allowance for impainme=nt - Bills & Bonds (317] (180}
MNel Bond and Bills 6,348, 800 3, 604,270
izh  Financial Assets at FVTOCT:
Equity Investments 142 663 98,154
Fair Value Adjustment — Equity Investments 465,386 361,008
Net Equity Investments 608,049 460,153
Moturily analysis Jo.June 2025 J0 June 2024
Birr'ooo Birr'ooo
Current 6,348,801 3,604,270
Non-Current 608,049 460,152
6,956,850 4,064 422

The Bank holds equity investments in Ethswitch S.C, Berhan Insurance 5.C., Premier Switch
Splution S.C and Debo Micro Finance 5.C. The percentage shareholding for esch equity
investments is summzrized as follows:
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Notes to the Financial sintements
Amount
30 June 2025 Mumber of % owned o invested in Fair Value as
Birr'ooon shares per the Bank ‘oo | perlFRS9
Ethswitch 5.C. 100,000 F.40% Ll luls) saszbim
Berhan Insurance 5.C. 26,449 5.00% 26,449 44,081.46
Prember Switch Solution 5.C 13,531 J.28% wspl 0 31.303.60
Dicho Micro Finance 5.C. 4,687 _4.68% 4,687 7,395.30
Tatal Equity Investments Gl 040
Amiount
30 June 2024 Mumber of % owned as invested in Fair Value as
Birr'ooo shares pir the Hank Rl r IFRS
Ethswiteh 5.0, 68,5470 3 BES G834 388,979.50 |
| Berhan Insurance 8.C. 18,259 Fa0% 18,259 26,0:33.43
| Premiber Switch Solution 5.0 0,840 4-639& 0,840 43,620.42
| Debo Micno Finance 5.C. L667 1,667 1.518.0
To gg uity Investments gﬁo,ﬁz l

I8 Other assets

o11aBE1290
] 0111541235

ACH T

. Rarhan Bank

3o June 2025 FoJune 2024
Birr'ooo Birr'ooo
Financial assets
Other Receivables 2,533 By 1,062,305
2,523,877 1,062, 305
Non-financial nssets
Prepayments 10318z G139
Prepaid Staff Benefits fel Boo 721,510
BG2, 004 783,649
Fross aroueet 3,185,801 1,844,954
Less
[mpairment allowance for Other asaets 288 584 204,250
Nt armpuint - y
Maturity analvsis a0 June 2025 30 June 2024
Birr'ooo Birr'ooo
Current 860,189 465,209
Non-Current 2,028,108 LOBE 487
2,897,297 1,550,605
182  Impairment Allowance on Other Asseis
A reconciliation of the allowance for impairment losses for other assets is as follows:
":Tlal_1_ "l‘r T,
s ?rl-#;n ee
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a0 June 2025 j0 June 2024
Hirr'oon Birr'ono
Balance at the heginning of the year 004, 250 217,235
Write off during the year (20,426 ]
{Reversal)/charge for the year 14,750 I
Ralases il the end of the year 2AH,EH4 204,259
18b  Imvemtory
A breakdown of the items included within inventory is as follows:
g0 June 2025 0 June 2024
Birr oo Birr oo
Sandry materials AL,011 49,178
Check books 8,220 0,450
Stationary 15,504 19,232
Printed materials ho,438 73,019
Diraft and CPO 1,107 1,143
Revenue stamp Bo 7
Gross amount 116,450 152, 708
Lsss
Allowance for Inventory Wrrite-Down [344) [fithg)
116, 106 152,044
18¢ Non-Current Asscis Held for Sale
30 June 2025 Fo June zoag
Birr' oo Birr'ooo
Assets Held for Sale 238,981 215,161
Liss:
Allpwance for Impairment Assets Held for Sale [Frod {540]
237,671 214,641

The non-current sssets held for sale compriscs repossessed collaterals. The buildings are not
impaired while the vehicles showed decrease in value as indicated by the fair value assessment.

19 IFRS 16 — Leases

The Bank keascs a number of branch and office premises. The leases typically run for a period of
5 1o 10 years, with an option to renew the lease after that date. For some leases, payments are
renégotiated every five years to reflect market rentals. Some leases provide for additional rent

payments that are based on changes in local price indices.

For short-term and/or leases of low-value items, the Bank hos elected not to recognise right-ofuse

assels and Jease liabiliies for these leases.
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Notes to the Finanein] statements

Most leases of office premises contain extension options exercisable by the Bank before the end
of the non-cancellable contract period. Where practicable, the Bank secks to include extension
options in new keases to provide operational flexibility. The extension options held are exercisable
anly by the Bank and not hy the lessors. The Bank aszeszes ai lense commencement date whether
it is reasonably certain to exercise the extension options, The Bank reassesses whether it is
reasonably certain to excreise the options if there is a significant cvent or significant changes in
circumstances within its control.

i) Right-of-use asset

Land Buildings Total
Birr'ooo Birr'ooo Birr'ooo
Cost:
As at o1 July 2024 153,379 2,036,557 2,189,936
Additions 65,987 344,994 410,890
Dispozals {2,488} (67,216) (6,704)
As at 30 June 2zo28 EEETH 2314244 2,531,122
Accumulated amortization
As al 01 July 2024 11,573 1,013,343 1,024,916
Charge for the year 6,504 337,423 343,927
_Disposals (401) [40,228) (40,629)
As ot 3o June 3025 17,676 L3I0 537 1,328,213
il} Lease Liahilities
Land Buildings Total
Birr'ooo Birr'ooo Birr'ooo
As at 01 July zozy 92,553 416,292 508,846
Addithons - 126,854 126,854
Interest Expense 10,3500 35480 45,780
Payment (3,326) (75.222) (78.549)
_Adjustment - i29.859) {20.809)
_As at 3o June 2025 90527 470505 573,033

The bank reclassified Right of use asset and amortization of ROU previously included in Property,
Plant and Equipment (PPE) and Depreciation of property and equipment as a separate item to
better reflect the nature of those assets. Comparative amounts have been reclassified to conform
to the current year's presentation. This change had no impact on previously reported Profit or

equity.
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1M Intengible Awets

Computer software
Birr'ooo
Cost:
Asat 1 July 2023 25,0098
Arcgquisitions =
D¥isposal -
As nl 3o June 2024 25,098
Asat 1 July 2024 25008
Acquisitions 25,815
Disposal 4
As al 3o Junc aoag 50933
Accumulated amortisation and impairment losses
Asal 1 July 2023 16,263
Amartisation for the year 3.784
Impairment hosses
As at 30 June 2024 2,040
As ot 1 July 2omy 20,046
Amortisation for the vear 4,165
Impairmient losses
As at o June 2oe5 24,211
Niet book value
As al 30 June 204 5,052
As ol 30 June 2025 6, TR
11 Froperty and equipment
Motor Office and Furniture Computer Total
Buildings wehlcles other and fittings and
equipment BCCESSOTICS
Birr'ono  Bicr'ooo Birr'ooo Rirr'oon Birrf'ooo  Birr'ooo
Caosts
As at 01 July zoz23 70,614 501,258 473,085 32ty 273,532 1,640,614
Additions 132633 49,754 753 260,240
Disposals (12,050) (50,701 (12,908) (5,783) (6,074)  (BB508
Reclassification - 2 £ ¥ . -
As at 3o June 2024 57004 450,466 592,809 366,096 345.311 1,812,346
Accumulsted amortisation and impairment losses
As at 03 July 2023 4,222 78,666 173,004 8,814 9741 435.947
Charge for the year 643 23797 26,004 9,219 15,858 79,426
Impairment Loss {18) (55) 30 (42)
Disposals (g40) (24,557 (10,092} (1.262) (4.508) (43360}
As at ju June 2024 3925 76,905 193,804 88,715 109,621 471,970
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As al o1 July zo24 57,664 450,466 502,809 366,006 345300 1,812,346
s e e
sals - i ; o1 5 17
Reclaseification ; (33.53 E (4 ‘??51 4 ! :
Ax nt 30 Junc zoag 85878 4770959 609,67 376847 A7 103 1,997 300
Accumulated amortisation and impairment losses
As at 01 July 2024 3925 76,005 192,804 88,715 109,621 471,970
Charge for the year w04 21,753 96,451 iz,787 20,204 57,988
Impairment Loss - - 2 74 123 200
_Dispasals - [12603) (3.040) {n302)  dsa75)  (=:1330)
As at 3o June 2025 4,719 B6,055 226,217 100,265 13LT7Y 549,029
Net book value
As at 30 June 2024 53,739 373,561 204, (hi 6 277980 235690 1,330,376
As at 30 June 2025 B1,160 301,903 383,250 276,582 315,380 1,448.274

The gross carrying amount of fully depreciated still in use are as follows:

Motor Office and Furniture and Compuler and
vehicles other fittings accessorics
equipment
As at 30 June 20235 L7 By 663.7 25013
Az at 30 June 2024 4,145 Tiz 747.3 230.8g

12 Liabilities
12a  Due to Banks & Other Institutions

30 June 2025 3o June 2024
Birr'ooon Birr'ooo
Cheque Clearance-Tnward 7067 7905
ATM Settlement-On Us 177375 103,839
Mobile Fund Transfer-On Us 102,906 466,274
287,248 578,m8
22b  Deposits from Customers
JoJune 2025 JoJune zozy
Birr'ooo Birc'oon
Dl:rfund deposits 13,248 870 12,078.45%
Bavings deposils 27,399,146 20,979,921
Time deposils ﬂlﬂﬂﬁtﬂﬂﬂ M
44,454,019 36,852,193
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goJune 2025 3o June 2024
Birr'ooo Birr'noo
Marging held on letters of eredit 1,508,336 §o7.992

¢ Diher Liabilities
30 June 2025 30 June 2024

Rirr'ono Birr'ooo
Financial Liabilities
Banking instruments peyalles 08,059 71754
Unearned Income b 525 72,370
_Lease liability 573,032 go,B46
Total Financial Liabilities 767,016 652,970
Non-Financial Linbilities
Tax and Other Obligations gl z25 E4A474
Sundry payibles 2,326,848 _ 362,468
Total Mon-Financial Liabilities 2,425,073 416,042
Total Financial and Non-Finandal Linbilities 3,192,689 1,069,912
Breakdown of Tax and Other Obligations:
g0 .June 2025 ao . June 202q
Bire' oo Birr'ooo
Employver Pension Cont 7154 6,513
Incarme Tax Payahle 24,730 o1, 760
Stamp Duty Charges 4,500 12,708
Income Tax on Savings Interest 7315 6,651
Withholding Tax-Local 1110 1,962
Value Added Tax-Vat Payable 46,360 58g
Withholding Tax -Technies] Serdce-Abroad 1,015 101
Cost Sharing Expense Payable 3 9
Reverse Taontion Payable 1,015 512
Employes Pension Cont 4,487 4,120
Share Premium Tax Payahle Si0 =
98,225 34474
2ld Frovisions
g0 June 2025 30 June 2024
Birr'ooo Birr'ooo
Leave Pay A5,208 75 B7h
Bonus Payable 215,859 174,151
00,061 250,027
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23¢  Retirement Benefit Obligations

90 June 2025 30 June 2024

Birr'ooo Birr'oon

Defined benefits labilitizs:
Node 22

Severance pay (03] 194,200 136,485
Liahility in the statement of financial position 194,200 136,485
Income statement charge included in personnel expenses:
Severance costs Note z2(f) 42,002 34,772
Total defined benefit es — 4zo002 34772
Remeasurements for:
Remeasurement gains/(losses) Note 22(f) (30.528) _{13,044)

(30.528) _  (12,944)

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 2025 30 June 2024
Birr'ooo Birr'ooo

Current 16,377 16,378

Naa-Carment 177 Az 120,107
194,200 136485

2M  Severance Pay

The Bank operates an unfiindzd 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 or Provident Fund). The final pay-cut is determined by reference to current
benefit's kevel (monthly salary) and mumber of years in service and is calculated as | month salary

fior the first vear 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:

Jo June zozg 30 June T0x4

Birr'ooo Birr'ooo
_A_ Liahility recognised in the financial position 194,300 136,485
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g0 June 2025 a0 June 2024

B _Amount recognised in the profit or loss Birr'oon Birr'ooo
Current sorvice enst 15,050 12,557
[ME ol -'_J-_ﬁ. g52 43,215

_ 42,002 i Frrr

ilg  Retirement Benefit Obligations (Contd)

Amount recognised in other comprehensive income:
& e o ‘ goJunezozs  JoJunc 2024

3 Birr'ooo

Actuarial (Gains)fLosses on cconomic assumptions Bl 000
Actuarial I:Ehinl}fl..nun On CXperience 4 40700 4, 148,00
30,528 12,044

The movernent in the defined benefit abligation over the years is a3 follows:
g0 June 2oz 30June 2024

_Birr'ono _Birf'ooo
(Liakility) fAsset at beginning of peried 136,485 100,795
{Expense)/Income recognised in OCT 4407 4,148
[Expenze]/ Tncome recopnised in Profit and Less 42,002 34,772
Remeasurement (gains)/ losses 26,131 B, 796
Benefits paid -14,815 =13,026
Al the cnd of the year 1. 20 16,485
The sipnificant actuarial assumptions were as folkws:
i Financial Assumption Long term Average

o Jure 2025 S0 June 2oy

Birr'ooo Birr'ono
Dism1_.ml rate (p.a) 14.40% 1B.70%
Inflation Rate 12.90% 14.30%
Long term salary Increase rate (p.a) 14.20% 16.30%

i) Pre-retirement Mortality

Monality rates are commonly set with reference to standard tables published by reputable
institutions (such a5 the Actuarial Society of South Aftica and the Ethiopian Insurers Association)
who have access to statistically significant data from which to derive mortality rates,

In determining an appropriate mortality table to use for ihe valuations, we have used the same
approach as for the previous vahmtion, by considering the monality rates published in
Demographic and Health Survey (“DHS"™) 2016 repont compiled by the CSA. The DHS repon

S Bagy
; f,g:é nﬂa%:;;.a_
i?( AOCY Y VA

| o4 Berhan Bank fa¢
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B
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Berhan Bank 5.0
Motes to the Financinl sintements

provides male and female morality rates for S-year age bands from age 15 to age 49. Since the
rates are provided in S-vear hands, we have used the rates provided per band as the mortality rate
far the age in the middie of each band, and imerpolated Hnearly for rates in between these ages,

No more recent or credible Ethiopian based adull morality studies are available; so we have

maimained the DHS 2016 table.
Age Moriality rote
Male Female
20 0.31% 0.22%
25 0,30% 0.23%
40 0,36% 0.31%
a5 0-41% o.28%
40 0.52% _B.Aa2%
45 0.45% 0.43%
i 0.61% 0.63%
Be 0.8% 0.08%
Lt L54% 1.54%

12h  Retirement Benefit Obligations (Contd)

i)  Withdrawal from Service

The withdrawal rates are as summarised below:

Ajre Resignation rates per anmwm
20 15005
23 1250
30 10.00% )
as 750%
40 B o0
45 2 50%
5o+ 0.00%
13 Ordinary Share Capital
30 June 2o2f 30 June 2024
Birr'ooo Birr'ooo
Authorised:
Ordinary shares of Birr 1,000 each 4,286,885 3447 8o
Issued and fully paid:
Ondinary shares of Birr 1,006 each 4,286 885 3447898
Share Premivm {Net of tax) 18 628 16,972

G frwy CErN g
Ay e
it
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As al 30 June 2025, the authorised share capital of the Bank comprised of 4,286,885 ordinary
shares with o par valoe of Bire 1000, Issued and fally paid ordinary shares, which have a par value
af Birr 1000, carry one vole per share and carry a right to dividend.

The holders of ordinary shares are entitled to receive dividends as declored from time te time and
are entitled to one vote per share al General Meelings of the Bank,

24 Retained Earnings

a0 June 2o25 go June 2024
Birr'ooo Birr'ooo
At the beginning of the year 6R1,088 194,794
Profit |/ (loss) for the year 2,095,559 1,188, 313
Transfer to legal reserve (523,890} {297,053)
Dividend provided for / paid (681,088) {196,304)
Director's Share of Profit (2,650) 5
Prior Period Tax Expense - {9.154)
Transfer to Regulatory Risk Reserve {524,184) (213.470)
Transfer from Repulatory Risk Reserve - 12,553
At the end of the year 1,045 836 Gf1,n88
15  Legal Heserve
0 June 2025 a0 June 2024
Birr"ooo Birr' 000
At the beginaing of the year 1,153,737 B5h, 64
Transfer from profit or loss oo 207,089
At the end of the year 1,677,626 1,153,737

The NBE Directive No. SBB/4/93 requires the Bank to transfer annually 25% of its anmaal net
profit o its legal reserve account until such sccount eguals its capital. When the legal reserve
accounl equals the capital of the Bank, the amount to be transferred to the legal reserve account

will be 108 (ten percent) of the annual net profil.

26 Diher Reservies:

JoJune 2025 JoJunc 2024
Birr'ooo Birr'ooo

Other eomprehensive income @

Remessurement Gain or Loss on Defined Benefit Plans
Movement in fair value reserve-equity instruments

(51,918)
361,008

310,080

I
-
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Income tax relating to Other comprehensive income

Remeasurement Galn or Loss on Defined Benefit Plans (24,734) (15,5375)
ot T2 215575
Net iher comprehensive income ¢
Remeasurement Gain or Loss on Defined Benefit Flans {57,712) (36,343)
(57,712) {36:343)
Income Lax relating to Other comprehensive income
Movement in fair value reserve-equity instruments 139,616 108,599
139,616 108,599
Net Other comprehensive income :
Movernent in fair valwe reserve (equity instroments) 25,700 _ 253,309
325,70 253309
27 Regulatory Risk Reserves:
g0 June 2025 30 June 2024
Birr'ooo Birr'oo0
At the beginning of the Year 4,020 403,104
Transfer from/to Retainad Farning-Loan Provision 106,120 TR057
Transfer from /o Refzined Earning-Receivable Provision 15,4915 141,373
Tnm:ferfrmn,ﬂn Retained Earning-Of balance sheet A60,371 -
Ner regulatory risk reserve-Suspendad Interpst 41,749 {12,553}
At the end of the Year 1,128 204 B4, 020

The Regulatory risk reserve is a non-distributable reserves reguired by the regulations of the
National Bank of Ethicpia to be kept for impairment losses on loans and receivables in excess of

IFRS charge as derived using the Expected Credit Loss Model

Where the loan loss impairment determined using the National Bank of Ethiopia guidelines is
higher than the loan loss impairment determined using the Expected Credit Loss Model under
IFRS, the difference is transferred o regulatory risk reserve and it is non-distributzble to the

awners of the Bank,

Where the loan Joss impairment determined using the National Bank of Ethiopia guidelines is
lower than the loan loss impairment determined using the Expected Credit Loss Model under IFRS,
the difference i transferred from regulatory risk reserve to retained earnings to the extent of the

non-distributable reserve previously recognized.

-"l:i‘ll'

Fli"‘“
|S=~..\l

;"ﬂﬂ‘f bA

"-. \ Berhan F!--}ka

CamScanner


https://v3.camscanner.com/user/download

—.—————————__—_——--q

Berhan Bank 5.C
Notes 1o the Financial stalements

In addition the suspended interest from non-performing loans which is recognized as income under
IFRS iz tramsferred 1o regulatory risk reserve and it i non-distributable 1o the owners of the Bank.

i8 Earnings per Share
Holos o Junc 2025 a0 June zozg

Birr'ooo Birr'ooo
Met profit attributable to ordinary equity bolders 2,095,559 LBz
Wetghted sverage number of ordinary shares 3,831,194 3,391,670
Basic Earnings per shars of Birr Lo00 Bab.o7 A50.33
Retained earnings balance available for distribution
to ordinary equity holders - 1,045,836 681,088
Weighted average number of ordinary shares 3.831,194 3391670
Met Basic Earnings per share of Birr 1,000 27298 2o0.81

Basic earnings per share (EPS) is calculated by dividing the net profit for the year atiributable to
ordinary equity holders of the Bank by the weighted average number of ordinary shares
outstandimg during the year.

The net Basic earnings per share is calculated after deducting legal reserve and regulatory reserves
from the net profit for the vear and dividing it by the weighted average number of ordinary shares
ouistanding during the year.

19 Related Party Transactions

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

There are 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 1o customers inchude loans

and advances to staff and to companies associated with directors. Contingent liabilities include
guarantiees 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:
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1%  Loans and Advances

a0 June 2025 30 June 2024
Birr'ooo Blrr oo

Hfhm;mnﬂ:l auameecdod v wisith divectors

Al the beginning of the vear 471 279,125
Mot movement during the year (=238,a55) 346
Al the end of the year 6,116 24g 471
Guoarantees and letters of credil to companies associated with direciors - -

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.

g0 June 2025 JoJune 2024
Birr'ooo Birr'ooo
Direciors and key management personnel
Al the beginning of the year 47055 Ba.411
Net myvement during the year 14,310 13.6uded
At the end of the year 111,365 97,055

Guaraniess and letters of credit to directors . .

These loans and advances are performing and are adequately secured.
2%b Key management compensation

Key management has been determined 1o be the members of the Board of Directors and the

Executive Management of the Bank, The compensation paid or payable fo key management is
shown, There were no cales or purchase of poods and services between the Bank and key

management personnel as at 30 June 2025.

J0 June 2025 30 June 2024

Blrr'ooo Birr'ooo

Salaries and other shori-lerm emploves benefits Bi,i03 44,371
Post-employment benefits - -
Termination benefits - -
Sitting allowanes 4,560 5,146
Other expenses 158,65 58
85,921 47,575
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Compensation of the Bank's key management personngl includes salaries, non-cash benefits and
eontriluitions to the post-employment defined benefits plans.

% Directors and Employees

i) The average number of persons (excluding directors) employed by the Bank during the
year was 55 follows:

a0 June 2025 o Juane 20

In Mumber In Number

Professionnls and High Level Supervisors a7 24
Clerieal 53 az
Non-Clerical 2 64
Bz 4009

i) The table below shows the number of employees {excluding directors), who eamed over
Birr 25,000 as emoluments in the year and were within the bands stated.

F0 June 2025 30 June 2024

In Mumhber In Number

25,000 - 40,000 71 539

40,001 - bo,poon 250 a7h

50,001 = 100,000 Ba3 123

Above 100,000 19 f
1,216 Qg

20 Contingent Liabilities
Ha  Claims and Ltigation

The Bank is a party to numerous legal actions brought by differem orpanizations and individuals
arising from its normal business operations, The maximum outflow and inflow of exposure of the
Bark to these legal cases as at 30 June 2025 is Birr 3274 million and 182mill respectively.
Appropriate Provision has been held in the financial statements. In addition, the bank has claimed
by the tax authority related to dividend tax and the bank appeal to the Federal High Court and the
maximum exposure of the bank is 194, 5mill.

Claims by the bank

The bank has instituted suils against third parties arising from the normal course of business, There
is no possible claim arising from settlement of these cases as at 30 June 2025,

b  Contingent linhilities and commitments

The Bank conducts business mvolving performance bonds and guarantees, These instruments are
Biven gs @ security 1o support the performance of @ customer o third parties. As the Bank will only

/l}:r;, B ':'-E'?uL'F age
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be required to meet these obligations in the event of the customer's defzult, the eash requirements
of these inslruments are expected to be considerably below their nominal amounts,

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

g0 June 2025 30 June 2024

Birr'ooo Birr'ooo

Guarantees issued and outstanding 13,223,743 044, 300

Commitments on letter of credit net of margin paid 1,939,037 10495
Loans approved bul not dishursed 310,000 250,000

15,472,780 6,994,796

n Commitments

The Bank has commitments, not provided for in these financial statements, as of 30 June 2023 Birr
115 million (30 June 2024: Birr 78.5 million) for purchase of various capital itens.

k¥ 4 Events after reporting period

In the opinion of the Directors, there were no significant post balance sheet events which could
have & matersal effect on the state of affairs of the Bank as at 30 June 2025 and on the profit for
the period ended on that date, which have not been adequately provided for or disclosed.

HACY T o
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