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Berhan Bank 5.C

For the period ended 30 June 2023
Abbreviations
FD Probability of Default
LGD Lass Given Default
EAD Exposure at Defaalt
ECL Expected credit losses
EFS Earnings per share
FLI Forward-Looking-Information
FOCT Fair valwe through other comprelensive income
FVIFL Fair value through profit or loss
LTV Loan=-to=Yalue
(474} Other comprehensive income
5FF1 Solely payments of principal and interest
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Berhan Bank 5.C
For the period ended 30 June 2023
Directors, professional advisers and registered office

Company reglstratbon nuanber
BlLfAASzfoo0Rg4qR 200G

Directors {As of July 5, zoz3)

Ao Gumachew Kussio Lemita Chairpersna Appainted on 2 Mar 2031
Dir. Mardas Berehanu Wisdneh W{Chairperson Appalnted on 2o Mar 2521
Wea, Meron Gernhege Selfu Members Appointed on 20 Mar 2021
At Endashaw kagsa Zewidie Memher Appatnted on 20 Mt 2021
Ato Erméas Glrma Tekle Membes Appainted on 20 Mar 2021
Eng. Seblewonge] Asssla Beyene Mermhes Appointed on 26 Mar 2021
Mo Ellgn Legesse Mot I opnher Appotnted or 2o Mar 2021
Dr. Fasil Maham Ahaji Mermbes Appointed on 20 Mar 2021
Tor. Aymnlem Abayneh Mamo Mermbes Appointed op 20 Mar 2021
Ata Faad Haasen Edris Membses Appainted on 18 July 2022
Dr. Lemma DBegefs Gudeln Membses Appainted on 31 May 2083

Executive management (As of July 1, 2023)

Girum Tsegaye Kassa President Appointed on 61- Feb -2022
Pathlehem Getachow Metaferis  VP- Customer Accounts and Digital Banking Appointed on 01-Jan 2021
solagion Asseln Halle VP- Operations Appointed on 01-Jan- 2023
Amanoel Tadese W/Gebriel VP-Corporale Service Appoimnted on 01-Jan- 2021
[Festa Bekalo Sapa WP Strategy and Marleting Appointed on 26-Dec- 2023
Endas Soloman Aweltu Acting VP-Chiel Information Officer Appointed on 01-Juns-2033
Wale Yirga Yigzaw Asslstant Viee President-Human Capital Management  Appointed on g1-uly 2022
Danial G/Medihin Kahsay Executive Adsistant to the Fresident Appointed on gi-July 2022
Desalegn Fissehatsion Altaseb  Director - Finance and Accounts Appuinted on 20-Jan-2014
Belay Mebrat Tegen [irector - IT Application Support and Development Appointed on 16-Dec-2021
Rahel Alem Avalew [Hrector - Digital Banking Application Appalnied on 24-5ep-202&1
Yared Aguade Wubneh Director- Enginesring & Valwation Appointed on 28-0ct-2015
Assefa Taye Kelema Director- Legal Service Appolntad en 26-June 2020
Bereket Teketel Wachamo Director- Partfolio Manegement and Credit Follew-up  Appointed on 25-June-20a0
Anteneh Mekonnen Mars Director- Risk Management and CompHance Appainted en 23-Nov-2016
Thomas Desalegn Beyens Director- Talest Development Appointed en m-July 2022
Shimediz Teafaye Reta Dérestor, Internal Audit Appuinted on 31-Mar-2023
Masresha Hailemickael Gonfa  Déretor-Corporate Customer & Relationship Appalnted an o1-Mar-zo17
Milion Teleke Tessema Diirector-Credit Analysis and Appraisal Appointed on 01-Jan-2023
Flss Ketema Gebre Emu Accounts and Resource Appeinted on o1-July 2023
Feyera Ejeta Gurmessa Directar-Digital Financial Service Appodnted on oa-Jan- 2021
Tilahun Endris Sebd-—--.. Director-Facility Management Appointed on 25-June-2020
SomenawitAbadiFengW . Director-Flanning and Strategic Management Appointed on o1-Mar-2017
Dugmav Kasatpe TEpEs Director-Resesrch and Business Development Appainted on 17-Dec- 2021

Dirpctor-Trade Service Appainted on o1-Mar-2008
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Berhan Bank 5.C

For the period ended 30 June 2023
Directors, professional advisers and registered office

Teslnye Maru Alabe

EMrector-Treasury and [nvestment
Mrecior- Markeling nmd Corporate Commuinieation

Laide Itane Aynnn

ﬁ::;“"’“ e Deputy Director- Legal Services

Netanwet Tiahun Leliso Deputy Director- Share Administration

Hagos Berchane Desta Deputy Director- Trade Service

Binynm Mesfin Demeke Director-Central Addis District

Sirak Amare Shiferaw Director-East Addis District

Dercje Getanch Tesema Hrector -Morth District

Melaku Yakob Eshoo Director- East District

Bayissa Milkessa Filla Director-West Distsicl

Ermyss Glrma Taye Director-South District

Thomas Desalegn Beyene Acting Director- Talenk Management

Filkremarkos Yigrem Mekonsen  Acting Director- West Addis District

Tomir Behaga Dikte Deputy Director- Corporate Castomer & Felatiorship

Abey Berhane Embezs Deputy Director- Credit Analysis and Appralsal
Dreputy Director- Customer Accounts and

Kibube Germwork Jembere Resource Maobilization

Splomon Ayabew Legesss Depuaty Director- Facilities Management

Fikadu Assefa Kebeds Depaty Director- Finance & Accounts

Independent Auditor

Kokeb and Melkamu Audit partnership

Chartered Certified Accounts/UK/

P.0. Box 33645 -

Fax:on155x2688

Email: Kokmelki@etionetet
Addis Ababa
Ethiopi

Corporate office

TE International building
China - Africa Square
PO Box 387 = 1110

Adiis Ababa, Ethiopia

Appainted on o3-Mar-2018
Appainted o mi-April- 2003
Appointed on o1-Fuly- 2022
Appolnted cn 28-Fan 2oz

Appainted on 13-Dec-2021
Appointed on 16-Dez- 2021
Appointed on oi-Dec-2o21
Appointed on oi-Dec- 2021
Appointed eno-Dec- 2001
Appainted on 2o-Feb-2027
Appointed on oi-fan 2022
Appointed on 3i-March 2023
Appointed on of-Jan- 2023
Appointed on o1-Jan-2023
Appalnted on o1-Jan-2023

Appointed enm-Fuly-anaz

Appointed on 28-fas- 2021
Appolnted on o=fuly 2022
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Berhan Bank 8.C
For the period ended 30 June 2023

Directors, professional advisers and registered office

Company secrelnry
TE Internntionnl bailding
China - Afriea Square
.0 Box 37 - 1110
Addis Absba, Ethiopia
vy berbanbanksc com
Principal bankers
Eank 1: COMMERE BANK AG.60261 FRANKFURT AM MAIN,GERMANY Swift
rode; COBADEFF
Bank 2: ECD BANE, FARIS EBI 3A GEOUPE Swilt code: ECOCFRFF
Hank 3: EMKEN'EY-&LMH'ED,MIEEIBI KENEYA, Swilt cods:
ECOCKENAXXX
Bank g: QDODD BHF AKTIENGESELLSCHAFT, FRANBFURT AM MAIN DE,
Swifk eode: BHFIDEFFs00 .
Hank 5! CAC INTERNATIOMAL BANE, DJIBOUTT IV, Swift code:
CACDDJIDXEX
fank &: EXIM BANE(DJIBOLTT) 5.4, DMIRCUITT I, Swift code: EXTHMDAIDNO
-Eﬂ?: BANE OF BEIRUT (UK LTR-LONDON, Swift Code: BREAGHSL
Bank B: AKTIF BANK; ISTANBUL, TURKEY, Swift code: CAYVTTRIS
—Bﬂk LH KCBE BANE KENYA LIMITED, Swift code =KCBLEENXINN
Bank t0: AFRICAN EXPORT IMPORT DANK,CAIRO.EGYPT,SWIFT CODE
AFNMEGCA
4
H 1
23
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Berhan Bank 8.C
Report of the Directors
For the period ended 30 June 2023

The directors submit their report together with the financlal statessents for the period ended 30-June 2023,
to the members of Berhan Bank 5.C {"Berhan” or the “Bank"), This report discloses the financial
performance and state of affnirs of the Bank.

Incorporation and address

Berhon Bank 5.C was incorporated in Ethiopia in October 2009 a3 a privately owned financial institution,
and is domiciled in Ethiopia.
Principal activities

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

Results and dividends

The Bank's results for the year ended 50 June 2023 are set out on the Statement of profit er loss and ﬂ'!-}!tr
comprehensive income. The profit for the year has besn transferred to retained earnings. The gummarised
results are preseated below,

a0 June 2023 Jo Jume 20z

Birr'ooo Birr'ooo

Revenuoe 3,140,055 2, boa,549
Profit / (loss) before tax 605,235 583,436
Tax (charge) [ eredit (96.609) (10, 914]
Profit / (loss) for the year 5ol Geh 478 522
Other comprabenaive income | (loss) net of taoms Lajsi,BEE 50,261
“Total comprehensive income | (l0ss) for the year G53.514 528, 784

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

S J

e Gumachew Fussie
Chairman of the Board of Directors .
Addis Ababa, Ethicpia i
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Berhan Bank 8.C
Statement of Directors’ Responsibilities

For the Euﬁ-m:'l ended 30 June 2023

In accordance with the Banking Business Proclamation No. 592/2008, the Natlonal Bank of Ethiopla (NBE)
mny direct the Bank to prepare finoncial statements in accordance with international financial reporting
standards, whether thelr designation ehanges or they are replaced, from time to time.

The Bank's Directors are responsible for the preparation and fair presentation of these finaneial staternents
in conformity with Internationsl Financial Reporting Standards and in the manner required by the
Commercial Code of the Federal Democratic Republic of Ethlopia 2021, and for such internal contral as
management determines is necessary to enable the preparation of financial statements that are free fram
material mizstatement, whether dus to frand or error. The Bank is required keep such records as are

necessary ta:
a} Exhibit clearly and correctly the state of its affairs;
b) Explain its transactions and financial position; and

el Enable the Naticnal Bank to determine whether the Bank had complicd with the provisions of the
Banking Busincss Proclamation and regulations and direstives issued for the implementation of the
afarementioned Proclamation.

The Bank's Directors aceepts responsibility for the annual financial statements, which have been prepared
wﬁm accounting policies supported by reasanable and prident judgements and estimates, in

ity with Imternational Financial Reporting Standards, Banking Business Procamation,
Commercial Code of the Federal Democratic Republic of Ethiopia 2021 and the relevant Directives issued
by the National Bank of Ethiopla.

The Directors are of the opinion that the financial statements give a true and falr view of the state of the
financial affairs of the company and of its profit or loss,

The Directors further accept responsihility for the maintenance of accounting records that may be relied
upoen in the preparation of financial statements, as well as adequate systems of internal financial control

Mothing has come to the attention of the Directors to indicate that the company will not remain a going
eoneern for at beast twelve months from the date of this statement.

Bigned on behalf of the Directors by:
o~ Alo Gumachew Kussie . AtoGimm Tiegaye
Chairman of the Board of Directors | ' in ) President

Il &l 2 ML 16-Oct-23

s |
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Berhan Bank 5.C
Independent Auditors’ Report
For the period ended 30 June 2023

Kokeb & Melkamu Audit Partnership

Chartered Cantiffod Accounfants [UK)

INDEPENDENT AUDITORS' REPORT TO THE SHAREHOLDERS OF

BERMAN BANK (8.C.)

Report on the Audit of the Financial Statemenis

Opinion

In our opinion, the sccompanying finaneial statements present fairly, in all matesial respects, the financial

position of Berhan Bank (5.C.) as at June 3o, 2023, and its financial performanee and its cash flows for the
yvear them ended in accordance with International Financial Reporting Standards (IFRSs).

We have audited the financial statements of the Bank, which comprise the Statement of Financial Pesition
as at June 30, 2023, and statement of Profit or Loss and Other Comprehensive Income, Statement of
Changes in Equity, and Statement of Cash Flows for the year then ended, and notes to the finaneial
staternents, including 3 summary of significant aceounting policies,

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our
responsibilides under those standards are further described in the Auditor's Responsibililies for the Audit
af the Financial Statements section of our report.

We are independent of the Bank within the meaning of Code of Ethics for Professional Accountants issued
by the International Federation of Accountants (IFAC) and have fulfilled our other mpmmnhm: unisr
those relevant ethical requirements. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a bass for our opinion.,

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our
audit of the fAnancial staterments of the current period. These matters were addressed in the context of
our audit of the financial statements as a whale, and in forming our opinion thereon, and we do not provide
a separate opinion on these matters. We have determined that there is no key audit matter to be
communicated in our report.

Responsibilities of and Those Charged with Governance for the Financial Statements

Management is responsible for the preparation of these financial statements in accordance with the
International Financial Keporting Standards and the Banking Business Proclamation No. 5022008,
Banking (Amendment) Proclamation 11892019, and directives and cireulars issued by the National Bank

of Ethdopia, and for suel internal control as management determines is necessary to enable the preparation
of financial statements that are free from material misstatement, whether due to fraud or error,

In preparing the nancial statements, management s responsible of assessing the Bank's abﬂil.'?-'iu conlinue
as @ going concern, disclosing as applicable mariers related going concern and using the going concemn
basis of dccounting.

Thase charged with governance are responsible for oversecing the Bank's finarcial reporting process.
Aunditor's Responsibilities for the Audit of the Financial Statements

jecti ohtain reasonable assurance about whether the financial statemnents as a whole are
ﬁﬁfﬂ&iﬁmmu; whether due to fraud or ecros, whether the qu-:inl statements are
propery prepared in accordance with IFRS, the relevant provisions of the Commercial Code of Ethiopia
a1, the Banking Business Proclamation No. 592/3008, and the Banking (Amendment) Proclamation
115-9..:;3:9 and to fssue and auditor’s report that includes our opinion. REESJ:III'I:-BHE assurance i a high level
; Triotar grarantee that and audit eonducted in accordanee with 13A(s) will always detect a

4 i:-ﬁhrht:n it exits. Misstatements can arise from hudn-ttrmrﬂ : considered material
W ¥ . Erlr}
I : | ] o T C)
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Berhan Bank 5.C

[ndependent Auditors’ Report
For the period ended 30 June 2023

M, individually or in the agrregate, they could reasnnably be expeeted to Infiuenee the seonomie decisions
of users tnken on the basis of these finaneial statements,

A part of an audit in sceardance with 1A, we excrelse professional judgment and malntain innal
skeplici=m throughont the andit wo alen; ' i Jude e

*  Identify and asscss the risks of material misstatement of the financial statements, whether due to
frand or error, design and perform andit procedures respansive to those risks, and obtain audit
evidence that is Fﬂﬁiﬂ]!ﬂt and appropriate o provide a basis for our opinion. The risks of not
detecting a material misstatement resulting from frand is higher than for one resulting from esror,

:?::l{t"“d m‘ﬂg’:;:!l."ﬂ collusion, forgery, intentional omissions, misrepresentations, or the override

Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinien on the effectiveness of the Bank's internal contrel.

Evaluate the appropriateness of aceounting policies used and the reasonableness of accounting
estimates and related disclosure made by management.

*  Concluding on the appropristeness of management's use of the going concern basis of accounting
and, based on the audit evidence obtained, whether a material uncertainty exists related to events
or conditions that may cast significant doubt on the Bank's ability to continee as a going concern.
I we conclude that immaterial uncertainty exists, we are required to draw attention in our auditor's
report to the related disclosures in the financial statements or, if such disclosures are inadequate,
to madify our opinion. Our conclusions are based on the audit evidence obtained vp to the data of
our auditor's repart. However, future events or conditions may cause the Bank to cease to continue
a5 3 Eoing concemn.

We have communicated with mansgement of the Bank regarding, ameng other matters, the planned seope
and timing of the audit and significant audit findings, including any significant deficiencies in internal
controls that we identified during our audit.

Report on other Legal and Regulatory Regquirements

We have no comment to make on the report of vour Board of Directors so far as it relates to the finaneizl
statements and pursnant to Article 349 (1, 2 & 3) of the Commercial Code of Ethiopia 2021, and recommend
approval of the financial statements,

The Bank’s board of directors, after deducting tax, legal reserve, and other deductions, recommended to the
Ceneral Assembly of Shareholders that Bier 196,59%,661.20 to be distributed as dividend payments. As
propesed dividends are subject to approval by the shareholders, we have no reservation on the proposal.

Dotel & Aollor

Ko ki Audit Partnership -~/
Chartered Certified Accountants (LK) o
Authorized Auditors in Ethlopla - — ——~

Eokebh & Melkamu Audit Partnership- Chartered Certified Accountants (T7E)
Tel +251-11--616=00-50, Mobile Tel.asi=g1=-1200-37-78 /51-01-§6
Fux 251-11-552-26-58
E-mail: kokmelk@ethionet.en
PO Box 33645

Berhan Bank  Annual Repert 2022/23
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Berhan Bank 8.C

Statement of Profit or Loss and Other Comprehensive Income

For the period ended 3o June 2023

jo-fun-23  3o-Jun-22
MNotes  Birrfoon Bire' oo
Imtencst inrome 9 A L5337 H1B0,383
Intercsl expense 1o (1,603,668]  (1,245,086)
et Interest Ineome 2,787,865 1,935,207
Fees and commission income ’: 512,015 5ok, B0
Fees nwd commission expense 1] [75,843) {20,6:546)
Net Fee and Commission Income 435,173 546,014
_Other operating ineoms 1t 220,166 457,207
Total Dperating Income 3:.451,204 2,938,518
Loan Impairment Charge i3 (207,763} {335.002]
Impairment Loss on other Financial Assets 13 {103,386) (7
Nt ﬂp-nrlﬁnﬁ_]nmmt. 3,140,055 2 601,540
Personnel expenses 14 (i fabeol  1,209,778)
Depreciation of property and equipment 23 (367461) (276,307
Amortization of intangible assets 23 {27730 {3.785)
Other opesating expenses 15 (547.315) (518,243}
Total Operating Expenses {2,534,820) (2,018,113)
Prafit Before Tax 605,205 GH3.426
Income tax expense 16 {56,609) (104,514)
Profit for the Perlod 508,626 478,522
Other Comprehensive Income (OCI) Net of Income Tax
ltems thai will oot be reclassified to profit or loss:
Remeasurements of Defined Benefit Linbility/Asset-Net of Tax = (27,282) (15.476)
Movement in fair valoe reserve (FVOCH equity instruments)-Net of Tax 28 172,170 66,238
Total Comprehensive Income for the Year, Net of Tax 653,514 528,784
Profit Attributable to Equity Holders L R 478502
Eamings per share of Birr 1,000
Basic Earnings Per Share
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Berhan Bank 5.C
Staterment of Financial Position

For the period ended 30 June 2023

Nuotes go-Jun-23 Jo-Jun-22
_ Bire' ooo Rirr'ooa

ASSETS
Cash nrd Ralamoes with Banks o] a.732, 724 2.143.430
Due from Banks & Other Financial Institutions 7 2.719,019 869,203
Loens and Advances o Customers 18 27.546,058 20,544 404
Equity Investments 19 06,614 124,763
Bonds and Bills 19 3,833,003 3,299,928
Othser Assets 20 1,253,266 930,320
Inventory 20 74,179 42,393
Hon=Carrent Assels Held for Sale 20 58,041 58,141
Intangible Asscts 22 B.8a5 12,609
Property and Equipment 23 2,297,862 1,803,626
Resiricted Fund Balance 17 2,410,700 1.835,700
Tuotal Asscis 45,045,221 33,064,676

LIABILITIES

Dwue to Banks & Other Inatitutions 24 3,518,408 345,156
Deposits from Customers 24 33,782,294 26,027,475
Current Tax Liabilities 16 79,077 04,538
Margins Held oa Letters of Credit 24 265,273 454,304
Borrowings 24 559,028 -
Other Liabilities 24 1.500,576 1,484,517
Provisions 24 EE,U&! 102,305
Retirement Benefit Obligations 24 101,745 737
Deferred Tax Liahilities 16 35.275 17,857
Total Lishilities 40,015,777 28,600,689

EQUITY
Share Capital 25 F.a50.433 3.150,025
Share Premizm 25 15,847 13,632
Retained Eammings 26 196,394 235,631
Legel Reserve 27 36684 729,527
Other Ressrve 28 206,083 71,802
_Regulatory Risk Reserve 29 403,104 254,371
Total Equity 5,029,444 4,463,987
Total Lisbilities and Equity 45,045,221 43,064,676

The financial statements were approved and sathorized for issue by the board of directors on 16-Oct-2023

and were Ei.;.l‘l.ﬂ_'l'.'_ﬂ.ill behalf by:

| e
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Berhan Bank 8.C

Statement of Changes in Equity
For the period ended 30 June 2023
Regulatory
Shre Share Ketalned Risk Oaber  legal
eajpltal Premlum Earnlags  reserve  Reserves Reseme Tl

Fotes _ Birr'onoo Birreos  Birrooo  Birrooo  Birreos  Birreos  Birr'soo
Asaiod July 2 406,089 harr  Bnavh  mmass  Bsagn deadeb  3mily
Proder far Pericd % - % 45 - - - arkgz
Dreere’s Shase of Profi ak (158 - .
Crtier Conmprelendoe lnsore: . " = i .
Re-meamirement Calrs on Deficed Beaefit Plaas 1] (25m) - [1em)
Movement in fsir valoe ssenpsquity nstmmesls. 28 - . bq, 71 . &
Total Comprehienshve Incamss for the Perlod - « g7hi,054-9 f2,200.00 < BI04
Transaction with owners in thelr eapacity & ownen | . ' ¥ L " -
Cantrinution ofiequity net of tramsa ction ssts 25 53,008 13,355 - - - 525
Dividend provided for | paid 28 ¥ . (rssd - " (458
Trandertolegal reerve ) (1 B3E " LA .
Toander iz Repubiisry sk rarre 2y (oapngl  iEUEH 2
Teaniler from Regulitorn Rk reene 2 o . . L : - -
Tatal E§E 4 gy Bl umiép  Gnaee  wefizn  Tifny
Asat 30 Jume 202 $e5% 028 ridigz 23SA4E 1900F LS00 730,387 4453087
Adat piduly zozz 3,150,023 36 DS 70 MTAR TEGST) 4461587
Proft Far thee Pesiedd - = g0t = 508,521
Deecia's Shaseof Prafil 26 (14z3) - -
Oeher Chmprehemane frcoms F = 2 =
R e arevieenst Claén o Defimsd Benefil Plara 5] - {16,151] 3 [, 151}
Merveiment i fi vabee reserve-equity nstrisen s 13 .03 - 15L38
Tottal Comsprehensive [neami for the Ferlnd - zoTast 135,181 . L
“Tiraoesa iz willh e in B capuacity as awaers - - = x
Cotribartis of eguiy ot of transastios cadts £ i 0E Ry - Wby
Dividend provided for f paid £ - - s - famam)
Transer folegal resene t £ - fi=rass) 7 - g -
Transfer b Repaiitory Kisk pesere 29 g ¥ g mErm s
Trarefer from Regelulory Rish reserve 5 s E i . g - -
Priod Preriod Tt ; . (4:558) ¥ - » (i)
Tuial 196408 Loy (39237)  uwlomy  asefn eag ghaaE
Asat 30 June 2oy 1dEa 433 15047 ighood  gEmbe  alader B5h0d4 5099444

-l
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Berhan Bank 5.C
Statement of Cash Flows
For the period ended 30 June 2023

godJune 3033 J0June 2oz

b . Hulos Blre oo Blirr oon
Cash Mows feom operating aciivitics
Pm_l'l'l beefiore bnx Ghof. 235 sH3, 436
Maffuasterment for:
Loan impairment chinrges 13 BO7, 703 336,040
Impsirment bosses on other assets 5 103,356 7
Amortimtion of inlangible asseis a3 3773 3THS
Deprecintion and impalrment of property, plant and equipment =3 be et L) 276,551
Impairment Loss{Gain) Asset Held for Sale 1] {falal =
Allowanee for Inventory Wile:Down 1] 15 53
Gain on Disposal of Property Flant Asd Equlpment{net) fa) {287)
Galn from reversal of impairment allowance {157} (112, Boa)
Iniereil Expuonee on Lease Lishility 1] i
Papment of Severance Bonalt ﬂg;ﬁ.} 3[:..‘5.?:;}
Gain On Lease Modiffication E" %
Cash Flow Frowm Operation before Changes in Working Capiral 1,309,501 Ly FHe
Decrease (Increass] o Loans & Advances excluding provision 18 (6, 724, 520) (4.354,497)
Diecrease {Incrense) in Non corrent asss held for sals =0 - (28,500)
Decrease {Inorease] in Other Axseiy 20 (a21,080) (18g, 100
Crecreass (Inerease) in Restricted Pand Balances F (875, 0o {742, 7o)
Increase (Decreass) in Depasts 24 7i755.019 4320043
Inerease (Decreace) in Margin Held Account ¥ {8g,031] (31,2351
Increase [Decrease] in Other LinhiBties 24 AT 44T B17,15%
Decrease (Increase] Inventony ETi (as,8o00) e |
Decrease (Increase) Do from Banks & Other Financial Institutions 17 {2, 850,626) (85,8740
lncresss {Decreasa) in Mrovisdon =z (37,253} 21,613
Decrmse (Increase] Due fo Banks & COther Instituticns - 1173059 S0 Res
Increase (Decrease) Retirement benefit obligations Charge for the year 24 28,870 7905
Cosh Generalod From ME"
Withholding Tax Faid {u1s) {130]
Prodit tax Faid 16 94,5360 (z7,052])
Prior Feriod Tax (34, 918) =
Nt Cash flow from Operating Activities 1,501,290 339,538
Cash Flow From Investing Activities
Purchase of Property and Equipmesnt 23 (BE1.644] [Biz g Boa)
Purchase of Intangibie Assets 2z . {4.365)
Investment in NBE Bills 19 (533,034} 491,301
fpvestment In Shares w (Ac.515) [3.808)
P is fram mtﬁm‘ﬂ.ﬂ Hll.ljpmlﬂl !a 44 LOS%
“Net Cash flote In Activitics (8,425 205) (330,543
Cash Flow From Financing Activities
Ordinary Shores [ssued as 151,408 252,996
Elare Fremiim Eecefved 25 2218 11258
Dividerds paid 26 (235.631) (87,563)
Increase (Decrease) Borrowings aqb 559,028 ¥
Frincipal Lesse Fl.:,":lﬂ!:lll 34 (e, 5lg) (49,9553
Dirpcter's Share of Prafi AT E] (L5E8)
et Cash flow from Pinancing Activities ﬂiﬁ} LA

Changes in Cash and Cash Eguivalents
Cash snd Cash Equivalent st the Beginning of the Year

Cash Balance al cnd of th
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Berhan Bank 5.C

Financial Sintements

For the period ended 30 June 2023
Notes to the financial statements

] Heporting Enthty

Berhan Bank 5C ("Berhan” ar the "Bank") is a privaie commercial Bank domicile in Ethiopia. The Bank was
registerad and licensed by the National Bank of Ethiopia on 27 June 2009 in scoordance with Article o4
of the Commercial Code of Ethiopia, The Bank is primarily involved in providing corporate and retail
banking services in the couniry. The Bank’s registered ofifice is at:

Bole Dildive TK International Building

I.0.Box 987 Code 1110

Addiz Ababa

Ethiopis

The Bank is principally engaged in the provision of diverse range of finansial products and services to 2
wholezsle, retail and SME client's base in Ethiopian Market.

2 Basls of Accounting

These consolidated financial statements hava been prepared in accordance with IFRS Standards. They wens
authorized for izsue by the Bank's Board of Directors on [t6-Oct-2023].

Details of the Bank's accounting policies and including the changes thereto are Included in the notes.

3 Functional and Presentation Currency

These consolidated financial statements are presented in Ethiopian Birr (ETE), which is the Bank's
functional curreacy. All amounts have been rounded to the nearest million, except when otherwise
indicated.

4 Bignificant accounting estimates and judgements

Judgements

The preparation of the Bank’s financial statements requires management to make judgements, estimates
and assumptions that affect the reported amount of revenues, expenses, assets and Habilitles, and the
secompanying disclosures, as well as the disclosore of contingent liabilities. Uncerfainty about these

assumptions and estimates could result in owtcomes that require a material adjustment to the carmying
amount of assets or habilities affected in future periods.

In determining the carrying amounts of certain assets and lakilities, the Bank makes sssumptions of the
effects of uncertain fubure events on those azssets and Habilities at the balance sheet date, The Bank's

estimates and assumptions are based on historical experience and expectation of future events and are
reviewed periodically. Further information abowt 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 aress:

= Credit impairment

-»Financial instroments measared at fafr valos

-#Provisions for liabilities and charges N *

Berhan Bank Annual Repont
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Berhan Bank 5.C

Financial Statements

For the period ended 30 June 20213
Noles to the financial statements

Information about judgements mode in applying sccounting policies that hove the most significant effects
on the amounts recognized in the consolidated financial statements are included:

= Eslablishing the criteria for delermining whether credit risk on a financial asset has increased
significantly since initial recognition, determining the methodology 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 basiness model within which the nssets are held and

assessment of whether the samtractual terms of the financial zzset are SPPI on the principal amount
outstanding,

Assumptions and Estimation Uncertainties

In determining the carrying amounts of certain assets and Habilitles, the hank makes assumptions of the
effects of uncertain future events on those aseets and liabilities at the balance sheet date. The bank's
estimates and assumptions are based on historical experience and expectation of future events and are

reviewed periodically.

Information about assumptions and estimation uncertainties that have a significant risk of resulting in a
material adjustment in the year ended 30 June 2023 are included in the following notes:

~ Impairment of financial instruments: determining inputs into the ECL measurement model, inciuding
incorporation of forward-looking information.

- Determination of the fair value of financinl instrumants with significant unobservable inputs.

— Mezsurement of defined benefit obligations; key artuarial assumptions.

— Recognition and measurement of contingencies: hey assumptions abaut the likelihood and magnitode of
an ouiflow of resources,

= Impairment of financial instruments: key assumptions wsed in estimating recoverable cash flows,
] Accounting Policies

Changes in significant accounting policies

i} Inventory (IAS 2] - a voluntary change by the bank

The bank voluntarily changed its inventory measurement from FIFOD to weighted sverage method starting
from o1 July 2022, The management of the bank believes that using weighted average method provides
reliable and more relevant information and suitable for the bank inventory management system, The bank
select prospective application because it is impracticable for prior pededs due to bulk nature of transactions
and they do not have impact of prior period’s earnings.

i) Property, Plant and Equipment: Proceeds before Intended Use - Amendments to TAS 16

In May 2020, the IASE issued Property, Plant and Equipment— Proceeds before Intended Use, which
prohibits entities deducting from the cost of an item of property, plant and equipment, any procesds from
selling items produced while bringing that asset to the location and condition necessary for it to be capable
of operating in the manner intended by mansgement. [nstead, an entity recognizes the procesds from
selling such items, and the costs of producing those jtems, in profit or loss.

e
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Berhan Bank 8.C
Financial Statements

For the period ended 30 June 2023

Noles to the financial statements

New accounting standards in lssue but not yet effective

A number of new standarde and amendments to standards are afective for annial perieds in 2023 and
beyond and earlier application is permitted; however, the Bank has not early adopted the new and amendad
standards in preparing these consolidated financial statements.

The bank shall apply the amendments when it s due. However, the new and amended standards are not
expected to have a significant impact on the Bank's consolidated financial stotements.

Title Description ective Date
Amendments (o [AS 1 Classification | In January 2020, the [ASE issued amendments | The amendments are
of Liebilithes s Current or Moo= to paragraphs 69 to 76 of 1AS 1 bo specify the effective for annual
carrent requitements for classifring liabilites as current | perlods beginnlng o or
or mom-current. The amendments elarify: after Jaauary 1, 20273,
= what is meant by a right to defer settlement. | Earlier application is
* That a right to defer must exist at theend of | permitted.
the /reporting period.
+ That elassification is unaffected by the
Ulﬂljlﬂhmd that an entity will exercize its deferral
right,
= That anly if an embedded dervative in a
convertibla linbility is itself an equity instrument
would the terms of a liahdlity not bmpact its
_ clazsifiestion,
Amendments to IAS 1 Presentation | The IASB amended [AS 110 require entities o | Lhe amendments are
of Financial Statements and IFRS disclose their material rather than their effective for annual
Fractice Statement 2 Making significant accounting policies, The amendments | pericds beginning on or
Materiality Judgements—Disclosure | define what "material aceounting policy after January 1, 2023,
of Accounting Policies Information’ s and explain how to identify when | Earlier application is
accounting policy information is material. They | permitted.
further clarify that immaterial accounting policy
information does not need to be disclosed. If it is
disclosed, it should pot obscure material
accounting information.
Deferred Tax related 1o Assets and The ments to IAS 12 Income Taxes The emendment should
Linhilities arising from a Single require companies to recognize deferred tax on | be applied to
Transaction — Amendments to IAS | transsctions that, on initial recognition, giverise | transactions that occur
12 to equal amounts of taxable and deductible on or after the beginning
temporary differences. They will typically apply | of the earliest
to transactions such as leases of lessees and comparative period
decommissioning obligations and will require presented.. Earlier
the recognition of additionn] deferred tax assets | applicatbon is permitted.
and Eabilities, The amendments ane
effective for anaual
reporting periods
?eglmhz on or a.iE‘t::h
ANUATY 1, 2023,
adoption is permitted.
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Berhan HBonk 8.C
Finnneinl Statements

For the period ended 30 June 2023
Notes 1o the financial statemenis

Delinition of Arcounting Estimates = | In February 2021, e TASH issued amendments # amendmentis are

At menta to LAS A, In which it intreduces a definition of effective for snnual

bo IAS B “aceounting estimates’, The amendments charify | periods beginning on or
the distinetlon between changes in accoanting after Janaary 1, 20273,
estimatles and changes in acoountiog policies and | Badler application is
the correction of errors, Also, they clarify how permitted,
entities use measurement techabgues and inpuls

N o develop accounting estimates,

IFRS 17 = Insurance Contracts IFRS 17 establishes the principles for the IFRS 17 is ive for
recagnition, measurement, presentation and reporting periods
disclosure of Insurance confracts within the beginning on or after s
scope of the standard. The cbjective of IFRS 1748 | January 2033, with
e ensure that an entlty provides relevant com parative fgores
information that fni'l'hﬁ.lﬂr those uquin:d, E',m-l:'_v,r
contracts. This information gives & basis for users | application & permitted,
of financial statements to assess the effect that provided the entity also
insurance contracts have on the entity’s financial | applies IFRS 0 and [FRS
position, financial performance and cash flows. | 15 om or before the date it

first applies IFES 17,

51  Going Concern

The financial stalements kave been prepared on & going concern basis. The management have no doabt
that the Bank would remain In existence after 12 months.

Summary of significant accounting policies

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

5.4 Basis of preparation

The finencial statements for the perind ended 30 June 2023 have been prepared in accordance with
Internalional Finaneial Reporting Standards ("IFRS™) as issued by the International Accounting Standands
Board ("LASE"), Additional information required by National regulations is induded where appropriate,

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

The finanedal staternents have been prepared in accordance with the going concern principle under the
historicsl cost comeept except the following:

-Fairvalue through other comprehensive income and fair value through profit and loss, financial assets and
fimancial Habikities and lovestment properties measured &t fair valee;

=Aaaetg hald for gale - measured at fair value Jess cost of disposal; and

~The linbility for defined benefit cbligations recognized at the present value of the defined benedit obligation
less the fair plan assets and plan sssets measored at fair value
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Berhan Bank 5.C

Financial Statements

For the period ended 30 June 2023
Notes to the financial statements

Tt preparation of finaocind statements In conformity with IFES requires the use of cerlain critical
poccunting estimates. It also requires management Lo excrelse its judgment in the process of applying the
Bank's nceounting policies. Changes in assumptions may have o significant impact on the financial
statements in the period the assumptions changed. Manngement believes that the underlying assumptions
are sppropriate and that the Bank's financial statements therefore present the financial peaition and results
fairly. The areas involving a higher degres of judgment or complexity, or areas where assumptions and
estimates are significant to the financial stntements, are disclosed (n Note 4.

54  Foreign Currency Translation
n) Functional and presentation currency

Items included in the financial statements are measored wsing the corrency of the primary economic
eovironment in which the Bank operstes (the functional curremcy’). The functonal currency and
presentation currency of the Bank is the Ethiopian Birr (ETB).

1] Transactons and balances

Foreign carrency transactions are translated into the functional currency using the exchange rates
prevalling at the dates of the transactions. Foreign exchange gains and losses resulting from the settlement
of foreign currency transacticns and from the transkation at exchange rates of monetary assets and linbilities
denominsted in currencies other than the Bank's funetional currency are recognized in profit orloss within
other (Joss)/income. Monetary ems denominated in foreign corrency are translated using the clasing rate
as at the reporting date, Mid exchange rate {which is the average of the selling exchangs rate and the buying
exchange rabe) is vied by the Bank in eonasction with the revaluation of foreign currency items.

Changes in the fair value of monetary securities denominated in foreign currency elassified as falr value
through other comprebensive income are analyzed between translation differences resulting from changes
in the amortized cost of the secarity and other changes In the carrylng amount of the security. Translation
differences related to chanpes in amortized cost are recogalzed In profit or loss, and other changes in
carTying amount are recognized in other comprehensive moome.

Translation differences cn non-monetary financial assets and labilities such as equities held at fair value
through profit or loss are recognized in profit or loss as part of the fair value gain or boss. Translation
differences on non-monetary financial assets measored at fair value, such as equities classified as folr value
through other comprehensive Ineome, are included in other comprehensive ineome.

5.5 Met interest income

Interest income for financlal assets held at either fair value through other comprehensive Income or
amortized cost, and interest expense oo all financisl Habilities held at amortized cost is recognized in profit
or Joss using the effective interest method.

The effective interest method is a method of caleulsting the amortized cost of a financial asset or a financial
liabity and of allocating the interest ineome or interest expense over the relevant period, The effective
interest rate is the rate that discounts estimated future cash payments or receipts through the expected life
of the finandal instrument or, when appropriate, a shorter perfod, to the net carrying amount of the
finaneial agset or financial lisbility, When calculating the effective intersst rals, the Bapk estimates cash
flows considering all eontractual terms of the financial instrument (for example, prepayment options) but
does not consider future eredit Josses. The caleulation includes all fees paid or received between parties to
the eontract that are an integral part of the effective intenest rale, transaction costs and all
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Berhan Hank 8.C

Financial Ststements

For the period ended 30 June 2029

Notes to the financial sintements

wamet or Talality is adjusted (o refiect the actual and revised cash fiows, discounted at the nstrument's

original effective interest rate. The sdjustment is recognized as Interest income or expense in the period in
vihilels the revisdon be made,

G6  Recognition of iIncome and expenses

Revonue is recognised to the extent that 1t Is probabile that the economic benefits will Dow to the Bank and
the revenue ean be relinbly measured, regardleas of when the payment is being made. Revenoe is measured
ot the fnir value of the consideration received or receivable, taking into account contractually defined terms
ol payment and excluding taxes or duty.

The Bank, earns income from Intercst on loans and advances, investment in shares, deposit with other
banks, purchase of Bills and Bonds, letter of credits, letter of guarantees and other cperational services,

57  Interest and Similar Income and Expense
Caleulation of interest income and expense

The effective interest rate of a financial asset or financinl lability is calculated on initial recognition of a
financial asset or a financial lability, In caleulating intersst income and expense, the effective interest rate
is applied to the gross carrying amount of the asset (when the asset is not credit impaired) or 1o the
amortized eost of the liability. The effective interest rate is revised as a result of periodic re-estimation of
cash flows of floating rate instruments 1o reflect movements in market rates of interest.

However, for financial assets that have become eredit-impaired subsequent to initial recognition, interest
mcome is calenlated by applying the effective interest rate to the amortized cost of the finandal asset. If the
asset is no longer credil-impaired, then the ealealation of interest Income reveris to the gross basis. For
financial assets that were credit-impaired on initisl recognition, interest income is calenlated by applying
the credit-adjusted effective interest rate to the amortized cost of the asseat.

Met Interest income
In millions of ETB Jun-23 Jun-zz
Interest incoms 4,391,533 ,1.150,3&3_'
Interest expense {1,603,668) {1,245.086])
Net interest income 2,787,865 1,835,297
Effective interest rate

Interest income and expense were recognized in profit or loss using the effective intesest method. The
effective interest rate was the rate that exactly dizcounted the sstimated fubore cazh payments and recelpts
through the expected life of the financial asset or financial liability (or, where appropriste, a shorter period)
ta the carrying amonnt of the financial asset or financial liahility. When calenlating the effective interest
rate, the Bank estimated fulure cash fows considering all contractual terms of the financial instrument, but
not future credit losses,

The calculation of the effective Interest rate included transaction costs and fees and points paid or received
ihat were an integral part of the effective interest rate, Transaction costs Induded incrementsl costs that
mdiﬂﬂ!.ﬁ'lﬂl‘ihﬂtlb]:q!f] the acquisition or issue of a financial asset or financial Hability,
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Berhan Bank 8.C

Financial Statements

For the period ended 30 June 2023
Notes lo the financial statements

Amortized eost and gross earrying nmount

The ‘smortized cost’ of a financial assel or financial liability is the amount at which the financial asset or
financial liability is measured on initial recognition minus the principal repayments, plus or mins the
cumulative amortization using the effective interest method of any difference between that initial amount
and the maturity amount and, for financial assets, adjusted for any expected credit loas allowance.

The 'gross carrying amount of a financial asset’ is the amartized cost of a financial asset befare adjusting for
any expected credit loss allowance.

Presentalion

Interest income and expense on all trading assets and lisbilitiss are considersd to be incidental to the Bank's

trading operations and are presented together with all other changes in the fair value of trading assets and
liabilities in net trading income,

Interest income and expense on other financial assets and financial linbilities at FVTPL are presented in net
ineome from other financial instruments at FVTPL,

58  Feesand Commission

Fees and commission income and expenses that are integral to the effective interest rste on government
hills and bonds are included in the measurement of the effective interest rate. Other fees and sommission
income (for example commission on purchase orders, Cash Payment Orders (CPO2) ste.) are recognized as
the related services performed.

A contract with a costomer that resulis in & recopnized 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 applies IFRS g to separate and measure the part of the conteact that is in the scope of
IFRS g and then applies IFRS 15 to the residual.

Other fees and commission expenses relates mainky to transaction and service foss are expensed as the
services are received.
59  Dividend Income

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

5.10 Foreign Exchange Revaluation Gains or Losses

These are gaing and losses arising on settlement and transiation of monetary assets and liabilities
denominated in foreign correncies at the functional currency’s exchange rate at the reporting date. This
amoont is recognized in the income statement,

The monetary assets and Habilities include financial assets within the correspondent banks, foreign
eurrency deposits received and other linhilities held on hehalf of third parties,

5.1  Financial Instruments
a) Classification and measurement

A financial instrument & any contract that gives rise to a financial asset of one entity and a financial ability
or equity msr.rulg;eEt ufnmfh:rmtiw.
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Berhan Bank 8.C

Finnncial Statements

For the period ended 30 June 2029
Notes to the financial statements

The Bank clnssifies its financial assets inta the following measurement eategories: amoetized cost; fair value
through other comprebensive income; and fair walue through profit or loss, Financlal liabilities are
elassified ns either amortized enst, oo held at fair value through profit or loss. Management determines the
classification of its financial assets and liabilities at initial recognition of the instrument or, where
applicable, at the time of reclossification.

The bank nitially tecognizes loans and advasces, deposits, debt securities issued and subordinated
lishilities on the date on which they are originated. All other financinl instruments are recognized on the
trade date, which is the date on which the bank becomes a party to the contractual provisions of the
instrumeni.

Subsequent to inftial recognition, financial labilitics (deposits and debt securities) are measured at their
amortized cost using the effective interest method.

A financfal nsset or Anancial lability is measured initially at fair valoe plus, for an item not st FYVTPL,
transactinn costs that are directly abinbutable to it asquisition oF isse.

Classification of Financial Assets and Financial Liabilities

i} Financial asseis

Financial assets which have SPPFI characteristics and that are held within & business model whose objective
is to hold financial assets o collect contractual cash flows (hold to collect’) are recorded ab amoctized cost.
Conversely, financial asets which have SPPI characteristica but are held within a business model whose
ohjective is achieved by both collecting contractual cash flows and selling fnancial assets ("hobd to collect
and sell’) are classified as held ot FVOCL

Both hold to eollect business and a bold to collect and sell business models involve holding financial assets
to eollect the contractual cash flows. However, the business models are distinct by reference to the
frequency and significance that asset sales play in meeting the objective under which a particular group of
financial assets is managed. Hold to collect business models are characterized by asset sales that are

incidental to meeting the objectives under which a group of assets is managed. Sales of assets under a hold
to collect business model can be made 10 manage Inereases in the eredit risk of Ananclal assets but sales for
other reasons should be infrequent or insignificant.

IFRS g contains theee principal classification catepories for finsncial assets: measured at amortized cost,

fair value through other comprehensive income (FVOCI) and fair value through profit or loss (FVTPL).
[FRS g classification is generally based on the business model in which a financial asset is managed and its

contractual cash flows.

The Bank shall measure o financial azcet at amortized cost if it mests both of the following conditions and
is not designated at FVTPL:

— Thea asset is held within a business model whose objective is to hold assets o collect contractual eash
flenws; and

— ‘The eontractual terms of the financial ssset give rise on specified dates to cash flows that are solely
payments of principal and interest (SPPI).

A debt instrument shall be measured at FYOCI only if it meels both of the following conditions and is not
designated at FYTPL:

— Thae aseet is beld within a
flows and selling financial

43 model whose objective is achieved by both collecting contractual cash
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Berhan Bank 8.C

Financial Statements

For the period ended 30 June 2023
Notes to the financial statements

— The contractual terms of the inancial assel give rise on specified dates to cash Nlows that are SPPL.

Under [FRS g faievaliie I:]1H:I1.!N Afe EI:I:EI.'I.I]." 'prg.sqnt.pd s 'Eu."-u.w..; - ﬂ'm amount tfﬂ'l-ﬂ.l‘l.l& 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 ar loss.

On Initial recogniticn, an equity investment that is held for trading shall be classified at FYTFL. However,
for equity investment that is not held for trading, the Bank may rrevocably elect to present subsequent

changes in fair value in other comprehensive Income (OCT). This elsction is made on an Invesiment-by-
investment basis,

All other financial assets that do not meet the classification eriteria at amortized cost or FVOCI, above, shall
be classified a5 measured st FVTPL.

In addition, en initial recognition, the Bank may irrevocably designate a financial asset that otherwise meets
the requirements to be measured at amortized cost or at FYOCI as at FYTPL if doing so eliminates or
significantly reduces an atcounting mismatch that would otherwise arise.

No impairment loss is recognized on equity investments,
ii} Pinaneial labilitics

The Bank shall classify its financial liabilities, other than financial guerantees and loan commitments, as
resured at zmortized cost or FYTPL.

A financial guarantee is an undertaking/commitment that requires the isseer to make specified payments
to reimburse the holder for a loss it Ineurs beeanse a specified party fails to mest its obligation when due in
aocordance with the contractual Lerms,

Financial guarantess issued by the Bank are initially measured at their fair values and, i not designated as
at FVTFL, are subsequently measured at the higher of: the amount of the obligation under the guaranbes,
a5 determined o accordance with ITAS 37 Provislons, Contingent Liabilities and Contingent Assets; and the
amounl mitially recognized less, wliere appropriate, cumalative amortization recognlzed in accordance
with the revenne resopnition palicies,

b} Fair value of financinl assets and liabilities

Fair value is the price that would be received to sell an asset or paid to transfer & lability in an orderly
trancaction between market participants at the measurement date in the principal market foe the asset or
liahitity, or in the absence of a prindpal market, the most advantageous market to which the Bank has access
at the date. The fair valoe of a liability includes the risk that the bank will not be able to honor its obligations.

The fair value of financial mstruments is generally measured on the basis of the individual financial
instrument. However, when a group of financial assets and financial lizbilities s managed on the basis of
its met exposure to either market sk or credit risk, the fair value of the group of financial instruments ks
measured on a et hasls,

The fair values of quoted financial assets and liabilities in active markets are based on current prices. A
market is regarded as active if transactions for the asset or linhility take place with sufficleat frequency and
wolume to provide pricing information on an ongoing basis, If the market for a financial instrument, and
for unlisted securities, is not active, the Bank establishes fair value by using valuation technigues.

Ethiopia does not have an active equity and securities market. The valuation of the equity investments were
computed based on the price Lo book multiple valuation and the Enterprise Value[EV)/Earnings Before
Interest, Tasx, ation and Amorization(EBITDA) multipls valoation metheds,
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Berhan Bank 8.C

Finnneinl Statements

For the period ended 30 June 2023
Notes (o the financial statements

i} Inltinl recognition

Purchases and sales of financial assets and linbilities held at fair value through profit or loss, and debt
securities classified as financial assets held at fair value through other comprehensive income are initially
recogateed on the trade<date (the date on which the Bank sommits to purchase or sell the asset). Loans and
sdvances and other financial assets held at amortized cost are recognized on the settlement date (the date
an which cash is edvanced 1o the borrowers),

All financial instruments are initially recognized at fair valee, which is normally the transaction price, plus
directly attributable transaction costs for financial assets which are not subsequently measured at fair value

through profit or loss.
i} Subseguent measurement

Financiz] assets and financial liabilities held at amortized cost are subsequently carried at amortized cost
using the effective interest method.

Equity investments designated at FVOCT are subsequently carried at fair value with all unrealized goins and
losses arising from changes in fair value recognized in other compeehensive income and accumulated in a
separate compenent of equity, On derceognition, the cumulative reserve is transferred to retained earnings
and is not recyeled to profit or loss,

512 Derecognition of Financial Instruments
i} Derecognition of Financial Assets

The bank derecognizes & financial asset when the contractual rights to the cash flows from the financial
gsset expire, or it transfers the rights to receive the contractual cash flows in & transaction in which
substantially all of the risks and rewards of ownership of the financial asset are transferred or in which the
bank neither transfers nor retains substastially all of the risks and rewards of ownership and it does not
retain control of the financial asset.

On derecognition of a financial asset, the difference between the carrving amount of the assst (or the
carrying amount allocated to the portion of the asset derecognized) and the sum of (i) the consideration
received (including any new azset obtained less any new liability assumed) and (i) any cumulative gain or
loss that had been recognized in OCT is recognized in profit or loss. Any interest in transferred financial
assets that qualify for derecogrition that is created or retained by the bank is recognized as a separate asset
or lability.

The bank enters into transactions whereby it transfers assets recognized on ils statement of financial
position, but retains either all or substantially all of the risks end rewards of the transferred assets or a
portion of them. In such cases, the transferred assets are not derecognized.

In transactions in which the bank neither retains nor transfers substantially all of the risks and rewards of
gwnership of a financial asset and it retains control over the asset, the bank continues to recognize the asset
to the extent of its continuing Invelvement, determined by the extent to which it is exposed to changes in
the value of the transferred asset,

ii) Derecognition of Financial Liabilities
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Modifications of financial nssels and Onancial liabilities
i}  Financial asscis

IT the terms of a financial asset are modifed, then the Bank shall evaluate whether the cash Mows of the
medified assel are substantinlly different.

If the cash flows are substantially different, then the contractual rights to cash flows from the original
finanvcial ssset shall be deemed to have expired. In this case, the original financial asset shall be
derecognized and a pew financial assct shall be recognized at fair value plus any eligible transaction costs.
Any fees received as part of the modification shall be accounted for as follows:

— feex that are considered in determining the fair valus of the new asest and fees that represend
reimbursement of eligible transaction costs hall be included in the initial measurement of the asset; and

— Other fees are incloded in profit or loss as part of the gain or loss on dereeognition,

If cash flows are modified when the bormower s in financial difficulties, then the chjective of the
modification is usually to macdmize recovery of the original contractual terms rather than to originate a new
mssel with substantially different terms.

1M ihe Bank plans to modify a fnancial asset in o way that would resalt in forgiveness of cash flows, then i
shall first comsider whether a portion of the assef should be written off before the modification takes place.

Where the modification of a financial asset measured at amortized eost or FWOCT does not result in
derecopnition of the financial asset, then the Bank shall first recalenlate the gross carryving amount of the
financial asset using the original effective interest rate of the asset and recognizes the resulting adjustment
as a modification gain or loss in profit or loss. Any costs or fees Incurred and fess received a5 part of the
modification adjust the gross carrying amount of the modified financial assst and shall be amortized over
the remaining term of the modified financial asset.

Where such a 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 eases, it shall be presented as interest
income caleulabed wsing the effective interest rate method,

i)  Financial liabilities

The Bank shall deresognize = financial lability when its terms are modified and the cash flows of the
muodified liability are substantially different. In this case, a new financial liability based on the modified
terms shall be recognized at fair value, The difference between the carrying amounts of the financial liability
derecognized and consideration paid is recognized in profit or loss. Consideration pald shall include non-
financial assels transferred, if any, and the assumption of lizhilities, including the new modified financial
hizbility.

Where the modification of a financial liability is not sccounted for as derecognition, then the amortized sost
af the liability shall be recaleulated by discounting the modified cash flows st the original effective intorest
rate and the resulting gein or loss is recognized in profit or loss. Any eosts and fees incurred are recognired
as 20 adjustment to the carrving amount of the liability and amortized over the remaining term of the
modified financial liability by rg-computing the effective inkerest rate on the instrament,
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Ha3 Wrile-ofl

Lomns and debt securities shall be written off (either partially or in full) when there is no reasomable
expectalion of recovering the amount in its entirety or a portion thereof, This is generally the case when the
Bank determines that the borrower does not have assets or sources of income that could generste sufficient
cash flows to repay (he amounts subject 10 the write-olf. This assessment shall be carried aut at the
individual saset level.

Recoveries of amounts previously written off shall be included in ‘impairment losses on financial
ingtruments’ in the statermant of profit or loss and OCE

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

5.4 HRenepgotiated Loans

A loan that has been renegotiated due to a deterforation In the borrower's condition is usually considerad
to be credit-impaired anless there i evidence that the risk of not receiving contractual cash flows has
reduced significantly and there are no other indicators of impairment. In addition, a loan that is overdue
for 90 days or more is considered credit-impaired,

The contractual termis of a loan may be modified for a number of reasons, incloding changing market
conditions, customer retention and other factors not related ta a current or patential credit deterioration of
the customer. An existing loan whose terms have been modified may be derecognized and the renegetiated
loan recognized as a new loan at fair value.

515 Collaierz]l Valuation

The Bank seeks to wse collateral, where possible, bo mitigate its risks on financial assets, The collateral
comes in varkous forms such as cash, buildings, vehicles, Bank grarantees and real estate. ‘The fair value of
collateral ks generally assessed, st & minimum, at inception and based on the Bank's reporting schedule.

Tothe extent possible, the Bank uses active market data for valuing financial assets, held & collateral, Other
finaneal assets which do not have a readily determinable market value ace valued using models,

.16 Collaters] Repossessed

Repossessed collaters] represents financial and non-financial assets acquired by the Bank in settlement of
overdue loans. The Banl's policy is to determine whether o repossessed asset is best used for its internal
operations or should be sold. Assets determined to be wsed for internal operations are initially recognized
gt the lower of their repossessed value or the carrying value of the original secured aszet and included in the
relevani assets depending on the nature and the Bank’s intention in respect of recovery of these assets, and
are subssquently re-measured and accounted for in accordance with the accounting policies for these
categories of assets. Assets that ere determined better to be s0ld are Immediately transferred 1o assoes held
for sale of their falr value af the repossession daie In line with the Bank's policy.

5.7  Offsetting Financial Instruments

Fiandal assets and liabilities are offset and the net amount reported in the statement of fnancial pesition
where the Bank has a legally enforceable right to offsst the recognized amounts, and there is an intention
{0 sattle on & net basis or realize the asset and settle the Hability simultaneously. Or if the Bank may enter
into In'nn-;.ﬂll-ﬂnﬂ that do not m:_-euhe eriteria for offsetting bul: mll albenr for the related am

set off in certain o o
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Berhan Bank §5.C

Financial Statements

For the period ended 30 June 2023
Notes to the financial statements

Incuome and expenses shall be presented on a net basls only when permitted under IFKS, or fer galns and
lesses arising from a group of similar transactions such as in the Bank's trading activity.

518 Cash and Cash Equivalents

Cash and eash equivalents’ inchude notes and coins on hand, unrestricted balances held with central bank
and highly liquid financial assets with original maturities of three months or less from the date of
acquisition that are subject to an insignificant risk of changes in their fair value, and are osed by the bank
in the management of its shor-term commitments,

Cash and cash equivalents are carried at amortized cost in the statement of financial position.
519 Property and Equipment

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

Subsequent costs are Included in the asset’s carrying smount or recognized es @ separale assel, as
appropriate, only when it s probable that future economic benefits nssociated with the item will flow to the
kank and the cost of the item can be messored reliably. The carrying amount of the replaced part is
derecognized.

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

Asset category Years | Residual Remark
values

Building st | &% of cost
20% of

Motor Vehicle 10| cos

and accessories are incheded Computes,
Computer and Related items - o% of cost | UPS, Switch, Patch panel—-

Furniture and Fitting
Hlbl!-il.l.m lived Furmiture and

| Fittings 10 | 4% of cost | Included chair, table, partiti counter ——
Long Lived Furniture and
Fittings o0 1% of cost | Vault /strong room

R Counting Machine, ph , FCY, Display and

detector, Printer, Scanner and electronic related

Ehort lived Equipment 5 2% of cost | ems ...
Medium lived Equipment 10 | 1% of cost | Generator ATM and Others
Long lived equipment 20 | 1% of cost | Cash safe

The Bank commences depreciation when the ssset is available for wsa.
Capital work-in-progress Is not depreciated as these assels are nat yet avnilable for nee, They are dizelossd

Berhon Bank  Annual Rgpor
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An item of property, plant ood equipment and any significant part inftially recognized is derecognized wpan
dispossl or when no fulure economic benefits &re expected from its use or disposal, Any gain or loss arising
of derecognition of the asect (calculated as the difference between the net disposal proceeds and the
I!.I.1'I'_||"|I'|E amounl of the lm'l.:l iz included in income stalement when the azeel i &remgnhed_

At each balance sheet date the assels’ residual values and wseful lives are reviewsd, and adjusted
prospectively if appropriste, including assessing for indicators of impairment. In the event that an asset's
carrying amount is determined to be grenter than its recoverable amount, the asset is wriiten down (o the
recovernble pmount. Gaina and losses on disposals are included in the income slstement.

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

Development Cost

The Bank capitalizes development costs for & project in accordance with the accounting policy. Initial
capitalization of costs is based on management's judgement that technological and economic feasibility is
confirmed, usually when a produd development project has reached a defined milestone according fo an
estoblished project management model, In determining the amounts to be capitalized, management makes
assumptions regarding the expected future cash generation of the project, discount rates to be applied and
the expected period of benefits,

.20 Intangible Assets

Intangible aszels scquired sepamtely are measured on initial recognition st cost. Following Indtial
recognition, intangible assets are carried at cost less any accumulated ameortizalion and accumulated
impatrment losses, il any. Internally generated intangibles, excluding capitalized development costs, are
oot capitalized and the related expenditore i3 relledied in income statement in the period in which the
expenditure & incurred.

Thie useful lives of intangible assets are assessed to be cither firite or indefinite. Intangible assets with finite
lives are amortized over the useful economic life. The amortization pericd and the amortization method for
an intangible asset with a finite wseful Hfe are reviewed at least at each financial year-end. Changes in the
expected useful life, or the expected patters of consumption of future economic benefits embodied in the
asset, are accounted for by chenging the amortization period or metheodology, os sppropriate, which are
then treated as chenges in accounting cstimates. The amortization expenses on intangible nssets with findte
fives is presented as a separate line item in the income statement.

Amortization is caleulsted wsing the straight—line method as below:

Description Years Residoal value
Saftware [ Mil

.21 Investment Property

Property that is held for long-term rental yields or for capital appreciation or both, are classified as
investment properties,
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Investment properties are measured initlally at cost, Including transaction coste. The Bank has opted ta
subsoquently carry Investment property at fale value. Falr value is basod on active market prices, adjosted
if meceasary, for any difference in the natuse, locstion or eondition of the specific asset, If this information
is ol available, the Bank uses alternative valuation methods, such as recent prices on |ess active markets
or discounted cash flow projections.

Valuations are performed as of the reporting date by valuers who hold recognized and relevant professional
qualifications and have recent experience in the locattor and category of the investment property being
valued. These valuations form the basis for the carrying amounts In the Anancial statements.

The fair value of investment property reflects, among other things, rental income from current leases and
assumptions about rental income from future beases inthe light of corrent market conditions,

The fair value of investment propesty does naot reflect future capital expenditure that will improve o
enhance the property and does not reflect the related future benefits from this future expenditure other
than those & rational market partisipant would take irto account when determining the value of the
property.

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

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

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

Mon-current assets are classified as held for sale and measured at the lower of thelr carrying amount and
fair valiue less cost to sell when:

&) Their carrying amounts will be recovered principally through sale

b} They are avallable for iImmediste sale In thelr present condition, and

) Their sale is highly probable

An impairment loss is recognized for any initial or subsequent write-cown of the asset (or disposal group)
to fair value less costs to sell. A gain is recognized for any subsequent increases in fair vahee less costs tosell
of an asset (or disposel group), but not In excess of any cumulative impairment loss previously recognized.
A gain or Joss not previously recognized by the date of the sale of the non-current asset (or disposal group)
is recognized at the date of derscognition.

Mon-current assets {including those that are part of a dispasal group) are not depreciated or ﬂmnn-ai
while they are ¢lassified as held for sale, Interest and other expenses attributable
disposzl group classified g h.E-.d f@r gale continue to be resognized.
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Non-current assets classified as held forsale and the assets of a disposal group classified as held for sale are
preseated separately from the other assets in the balance sheet. The liabilities of a disposal group classified
a5 held for sale are presented separately from other liabilities in the balance sheet.

A discontinued operation is a component of the entity that has been disposed of or is classified as held for
sale and that represents a separate major line of business or geographical area of operations, is part of a
single coordinated plan to dispose of such a line of business or area of operations, or is a subsidiary acquired
exclusively with a view 1o resale, The results of discontinued operations are presented separately in the
statement of profit or loss.

523 Impairment of Mon-Financial Assets

The Bank assesses, at each reporting date, whether there is an indication that an asset may be impaired. If
eny indication edsts, or when annual impairment testing for an aszel is required, the Bank estimates the
#55e1's recoverable amount, An astet’s recoverable amount is the higher of an asset’s fair walue less costs of
disposal and its value in use. Recoverable amount is determined for en individial asset. When the carrying

nmount of an asset excesds its recoverable amount, the assel & congidered impaired and is written down ta
its recoverable amount.

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

For assets excluding goodwill, an assesement is made at each reparting date to determine whether there s
an indication that previously recognized impairment losses no longer exist or have decreased, If such
indication exists, the Bank estimates the asset’s recoverable amount. A previously recognized impairment
loes is reversed anly if there has been a change in the assumptions wsed to determine the asset’s recoverable
amerunt sinee the last impairment loss was recognized. The reversal is limited so that the carrying amount
of the asset does ot exceed its recoverable amount, nor exceed the carrying amount that would have been
determined, net of depreciation, had no impairment loss been recognized for the asset in peior years. Such
reversal is recognized in the income statement,

.24 Dther Assets

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

] Frepayment

Prepayments are payments made in advance for services to be enjoyed in futare. The amount is initially
capitalized in the reporting perlod In which the payment ks made and subsequently amortized over the
period in which the service ks to be eajoyed.

11 Dither Reecivables

Orther recefvables are recognized upon the occurrence of event or transaction as they arise and cancelled
when payment is received.

{c)  Prepaid Staff Benefits

The Bank gives loans to its staff members ot below market rates of interest. Under IFRS g, such loans must
be recognized at their fair 60 the inception date. The falr value is determined on Inception date as the
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market rate of interest as the discounting factor. The market rate was determined by reference to what the
sinfl mvermbsers would have been charged bo access a similar boan facility from the financial market (similar
i1 termis of currency, berm, type of intérest rate and other factors). The market rate was set by the Ethiopian
Barkers Association. Accordingly for the year 2023/23, interest rate of 12% was used for mortgage loans,
and for other loan type's interest rate of 10.45%.

The difference between the fair valued amount of the loan and the original loan amount s recognized as
emplovee benefit. However, IAS 10 does not give specific guidelines on the treatment of prepaid employee
benefit so the general guidelines of conceptual framework would apply.

Therefore, to recognize ihe prepaid employees beaehil on inception date of the loan, the bank should consider
ihe noture of the loan Le. does the interest rate revest back to market interest rate or below the market

interest rule when the emploves leaves the bank?

If the interest rate reverts back 1o market interest rate, this means that the employee benefit has not been
earned and the bank expects future economic benefits, Therefore, the prepaid employes benefit would be
capitalized as an asset and amortized throughout the life of the loan based on the conceptual framewark
definition of an assst.

If the interest rate still remaing below the market interest rate, this means that the employes benefil has
been fully earned and the bank does not expect future economic benefils, Therefore, the prepaid emploves
benefit would be expensed immediately.

5.25 FalrYValue Measurement

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

=% In the principal market for the asset or liability, or
=» In the absence of a principal market, in the most advantageous market for the azsel or liability.
The principal or the most advantageous market must be accessible to the Bank.

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

The Bank uses valuation techaigues that are appropriate in the cireumstances and for which sufficient data
wre avaialde to measure fair value, maximizing the use of relevant observable inputs and minimizing the
use of unobservable inputs,

Al pssets and liab@ities for which fair velue is measored or disclosed in the financial statements are
categorized within the fair value hierarchy, described as follows, based on the lowest lewel input that s
significant to the fair value measurement ns a whole:

i} Level = Quoted (unsdjusted) market prices in active markets for identical essets or linbilities.

i) Level 2 — Valuation lechnigues for which the Jowest Jevel input that is significant to the fair vales
measurement is directly or indirectly observable.

iii) Level 3 — Valuation techniques for which the lowest level input that is significant to the fair value
measurement is unobservable,

For ass=is and lisbilities that are recognized in the financial statements on & recurrng basis, the Bank
determines whether transfers have occurred between Levels in the hierarchy by re-assessing categorization

L i
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(ased on the kowest [evel (npul That 18 significant ta the faur value measurement as a whele) at the end of
each reparting period.

For the purpose of fair value disclosures, the Bank hos determined classes of assets and labilities oo the
basis of the nuture, characteristics and risks of the asset or lability and the level of the fair value hierarchy
s explained above.

526 Employee Benefits

The Bank operates various post-employment benefit schemes, including both defined benefit and defined
centribotion plans and other long-term employee benefits,

{2) Defined Contribution Plan

Obligations for contribotions to defined contribution plans are expensed as the related service is provided
and recognized as personnel expenses in profit or loss, Prepaid contributions are recognized as an asset to
the extent that a cash refund or a reduction in foture payments is available.

The Barnk operates two defined contribution plans;

il Pension scheme in line with the provisions of Ethispian pension of private organization employee's
proclamation 715/ 2011, Fonding under the scheme 5 7% and 11% by emplovees and the Bank respectively;

i} Provident fund eontribotion, funding under this scheme is 1% by the Bank;

Both schemes are based on the employess’ salary. Employer’s contributions o this scheme are charged to
profit or loss and other comprehensive income inthe period in which they relate.

(b} Defined Benefit Plan

The Banks's pet obligation in respect of defined benefit plans is caleolated separately for each plan by
estimating the amoent of future benefit that employess have earned in the current and prior pertods,
discounting that ameunt and deducting the fair value of any plan assets,

The caloulation of defined benefit obligations is performed annually by a qualified actuary using the
projected unit credit method. When the caleulation results in a potential asset for the Bank, the recognized
asget is limited to the present valoe of economic bemefits available in the form of any future refunds foom
the plan or reductions in foture contributions to the plan, To calculate the present value of economic
benefita, consideration is given to amy applicable mininmim funding requirerments,

Remeasurements of the net defined benefit Hability, which comprize actoarial geins and losses, the retumn
on plan assets (excluding interest) and the effect of the asset ceiling (if any, excluding interest), are
recognized immediately in OCL The Bank determines the net interest expense (income) on the net defined
benefit liability (asset) for the period by spplying the discount rate wied to measure the defined benefit
glligation at the beginning of the annual period to the then-net defined benefit liability (asset), taking inta
account any changes in the net defined benefit lability (asset) during the period as a result of contributions
and benefit payments. Net interest expense and other expenses related to defined benefit plans are
recognized in personned expenses in profit or loss,

When the benefits of a plan are changed or when a plan & curtailed, the resulting change in benefit that
relates 1o past service or the gain of loss on curtailment is recognized immediately in profit or loss. The
Bank recognizes gains and losses on the settlement of & defined benefit plan when the setflement acours,
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()  Other Long-term Employes Benefits

The Banks's nel obligation in respect of long-term employee benefits is the smount of future benefit that
emplapess have sarned in return for thedr service In the corrent and prior periods. That benefit is discounted
to determine its present valoe. Remeasurements are recognized in profit or loss in the period in which they
ar=e.

(d}y Termination Benefits

Terminatios benefits are pavable to employess when employment {8 terminated by the Bank before the
pormal retirement date, or whenever an emplovee accepls voluntary redundancy in exchange for these
henefits.

(el Short-term Employec Benefits

The Bank recognizes a provision where contractually obliged or where there i a past practice that has
created a constructive obligation such a bonus payments,

Shori-term employee benefits are expensed as the related service is provided. A lisbility is recognized for
the amount expected to be paid ifthe Bank has a present legal or constructive obligation to pay this amoust
as & result of past servce provided by the employes and the obligation can be estimated reliably,

i  Deflined Benefits Liahilities

According to LAS 19, employee bemefit linbility and expenss shall be recognized in the period in which the
employes gives service and should be valwed.

Accounting for defined benefit plans involves the following steps:

=3 Using an actoarial technigue, Uhe projectad unit credit method, to make & reliable estimate of the ultimate
eoat 1o the entity of the beaefit that employess bave earmed in return for their servics in the corrent and
prior periods. This requires an entity to detormine how much benefit ks attributable to the current and prior
periods and to make estimates (actuarial assumptions) about demographie variables (such as employee
turnaover and mortality) and financial veriables (such as future increases in salaries and medical eosts) that
will affect the cost of the benefit.

-5 Discounting that bene=fil in order to determine the present valee of the defined benefit chllgation and the
current service cost becauss they may be settled many years after the employees reoder the related service.

-» Determining amounts to be recognized in profit or loss: current sarvice cost any past service cost and
gzin or loss on setflement.

-» Recognize the net defined benefit lability (asset) in the statement of financial position. This means that
Berhan bapk's severance pay to its employess shall be recognized earlier than the actual payment. The
benefits valued are the statutory severance benefits kn Ethiopia, which provides u.pfnm]:ndlumpmmul
mrultiple of final weeks” averape daily wages for exch year of service to employess on leaving the bank after
a minimum of five years' service snd a retirement gratuity which pays & fixed multiple of galary on
retirement (thres months’ salary for managerial staff and two months’ salary for non-managerial staff).

527 Provisions

Frovisacas are FecdgEn m there is a present abligation (Jegal or constructive) 08 a result of a past
event, it is probable gedf an ﬁlm_w;:fmm embodying economic henefits will be required to settle the
obligation and a ale can be made of the amount of the obligation. When k expects
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enme of a1l of o previdon to be reimbursed, for example, under an insurance contract, the reimbuorsement
i recognized as a separate asset, but onky when the reimbursement is virtually certain. The expense relating
to & provision is presented in income statement net of any reimbursement.

If the effect of the time value of money is material, provisions are discounted using a current pre-tax rate
that reflects, when appropriste, the risks specific to the liahiiity. When discounting is used, the increase in
the provision due to the passage of time is recognized as other operating expenses.

528 Structure of Share Capital

Authorized Share Capltal = the maximum value of securities that the bank can legally issue.
Izsued Shares = the total of the bank s shares that are held by sharehalders.

Outstanding Shares = are those isoned shares.

Ordinary Shares = amy shares that are not preferred shares and do not have any predetermined dividend
amounts An ondinary share represents equity ownership in a company and entitles the owner to 1 vote in
matters put before shareholders in proportion to their percantage ownership in the bank.

5-249 Leases

The Bank assesses whether a contract is a lease in scope of this policy by determining whether the contract
gives it the right to use a specified underlying physical asset for a lease term greater than 12 months, unless
the underhying asset is of low value.

Where the Bank is a lesses and the lease is desmed in scope, it recognites a linbility equal to the present
value of lease payments over the lease term, discounted using the incremental borrowing rate applicable in
the economic environment of the lease. The liabiity is recognized in ‘Other labilities”. A corresponding
right-of-use asset equal to the liability, adjusted for any lease payments made al or before the
commencement date, is recognized in ‘Property and equipment’. The lease term indodes any extension
aptions contained in the contract that the Bank is ressonably certain it will exercise.

The Bank subsequently depreciates the right-of-use asset wsing the stralght-line method over the lease term
and measures the lease Hability using the effective interest method, Deprecistion ca the asset is recognized
in "Depreciation and amortization’, and interest on the bease liability is recognized in ‘Interest expense’.

The judgements in determining lease balances are the dstermination of whether the Bank is ressonably
certain that it will exercise extension options present in Jease contracts. On initial recognition, the Bank
cansiders a range of characteristics such as premises function, reglonal frends and the term remaining on
the lease to determine whether it is reasonably certain that a contractual right to extend a lzase will be
exercised.

IFRS 16 requires the lesse term used to measure lease labilitles to include “reasonably certain® renewal
options, whoreas previously 1AS 17 required disclosure of “non-cancellable” leass commitments. The
consequences of this are

=3 Under IFRS 16, for some leases the Bank inclodes lease renewal options which it is reasonably certain
will be exercised [n the measurement of lease Habilities.

== In ecertaln conditions, the Bank has a uniateral right to cancel building leases with netice of fewer than
incugrng @ significant financial penalty. Under IFRS 16 the Bank would only exclude
5 A jshi];q[il'it was reasosably certain the termination clause would be

4
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Existing lease Habiities may change in future periods dee to changes Inassumptions or decisions to exercise
lease renewal or termination options, changes in payments due to renegotiations of market reatal rates. In
general the Remeasurements of a lease linbility under these circumstances leads to an equal change to the
right-cf-use asset balance, with no immediate effect on the Income statement.

530 Income Taxation
{n} CurrentIncome Tax

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

The current income tax charge is caleulated on the basks of the tax baws enacted or substantively enacted at
the end of the reporting period in Ethiopia. Management periodically evaluates positions taken In tax
returne with respect to situations in which applicable tax regulation is subject to Interpretation. It
establishes provisions where appropriate on the basis of amounis expected to be paid to the tax authorities,

{(b) Deferred Tax

Deforred tax is recognized on temporary differences arising between the tay bases of assets and liabilities
and their carrying amounts in the financial statements, However, deferred tax abilities are not recognized
if they arise from the mitial recognition of goodwill; deferred tax is not accoanted for if it anses from nitial
recognition of &0 asset or liabifity in & transaction othver than & business combination that at the Hme of the
tranzaction affects neither secounting nor taxable profit or loss,

Deferred tax s determined using tax rates (and laws) that have been enacted or substantively enacted by
the balance shest date amd are expected to spply when the related deferred tax asset is realized or the
deferred tax liability is settled.

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

Deferred tax assets and liabilities are offset when there is a legally enforceable right to offset carrent tax
asscts against current tax linbilities and when the deferred tax assets and liabilities relate to income taxes
levied by the same taxation authority on either the same taxable entity or different taxabla entities where
there is an inteation 1o settle the balances on a net basis.

Deferred tax assets and Babilities are only offset when they arise in the same tax reporting group and where
there is both the legsl right and the intention to settle on a net basis or to realize the asset and settle the
liability simuliznecusly,

5.31 Inventories

1AS 2 provides guidance for determining the cost of inventories and the subsequent recognition of the cost
as an expense, including any write down o net realizable value. Tt also provides guidance on the cost
formules that are used to assign costs to inventories, Inventories are measured at the lowes of cost and net
realizable value, Met realizable value is the estimated selling price in the ordinary course of business less
{he estimated costs of completion and the estimated eosts necessary to make the sale,
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Invesitnries nre nesgts:

a] Held for sale in the ordinary course of business;
b) In the process of production for such sale; or

€} In the form of materials or supplies to be consumed in the production process o in the rendering of
BEIViCes,
In the case of Berhan bank inventories, definition (c) applies. IAS 2 Inventories contains the requirements
on how to account for most types of inventory. The standard requires inventories to be measured at the
lower of cost and net realizable value (HEY) anud outlines poceptable methods of determining cost, including

ll"'?:'iﬁf identification (in some cases), first-in first-gut (FIFO) and weighted averaps cost. The baok use
weighted average cost method for measuring its inventorbes,

& Creditl Impairment

The Banks's expected credit Joss (ECL) calculations are outputs of complex models with a number of
undetlying assumptions. The significant judgements in determining expected credit loss inclede:

- The Bank’s criteria for assessing if there has been & significant increase in credit risk; and

-> Development of expected credit Inss models, including the choles of inputs relating to macroeconomic
variables
The caleulation of crediz impairment provisions also Involves expert credit judgement to be applied by the

eredit risk management team based upon counterparty information they receive from various SOTTES,
including 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 recognized in the finaneial statements:

il Classification of financial assets: assessment of the business model within which the assets are
kel and assessment of whether the contractual terms of the financial asset are SPFPL on the

principal amousnt cutstanding,

i) Establishing the erfteria for determining whether credit risk on the financial asset has increased
significantly since initial recognition,

i) Determining methodology for incorporsting forward-looking information (FLI) into
measurement of Expected Credit Loss (ECL) and,

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

Expected Credil Losses (ECL)

Expected credit losses are determined for all inancial debt instroments that are classified at amertized cost
or fair value through other comprehensive income, undrawn commitments and financial guarantees.

An expected credit loss represents the present value of expected cash shortfalls over the residual ferm of 2
finzncial asset, undrawn commitment or financal guarantes,

& cash shortfall isthtﬂiﬂnmun:b:munﬂmushﬂnwuhﬂ-mdummmmmmm

terms of the instrument and the ~'meﬂlnkmpmturmﬁ-%mrllhemntn:nnjufenfﬂu
imstrument. ;
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o) Impatrment

Tlhr mnhmgnimhu allowances for ECL on the following financial instruments that are not measured
at FYTPL:—

-> Financial asscts that are debt instruments:
«» Lease neceivables;

-» Financial guarantee contracts sswed; and
«» Lotters of cradit

The Bank measures loss allowances at an amount equal to lifetime ECL, except for the following, for which
they are measored a8 12-month ECL:

«» Diebt investment securities that are determined to have low eredit risk at the reporting date; and

-> Other financisl Instruments (other than lease receivables) on which eredit risk has not increased
significantly since their initial recognition.
12=month ECL are the portion of ECL that resull from default events on a financial instrument that are

possible within the 12 months after the reporting date, Financial instruments fior which a 12-month ECL s
recognized are referred to as ‘Stage 1 financial instruments’,

Life-time ECL are the ECL that result from all possible default events over the expected life of the financial
imstrument. Financial instruments for which a lifetime ECL is recognized but which are not credit-impaired
are referred to as “Stage 2 financial instruments”,

b) Measurement of ECL
ECL are a probability-weighted estimate of credit losses. They are measured as follows:

«» Financial assets that are not eredit-impaired at the reporting date: as the present valoe of all cash
shortfalls (i.e, The difference between the cash Qows due to the entity in accordance with the contract and
the cash flows that the bank expects to receive);

-» Financial assets that are credit-impaired at the reporting date: as the difference between the gross
earrying amount and the present value of estimated future cagh fows;

=z Undrawn loan commitments: as the present value of the difference betwesn the contractual cash flows
that are due to (he bank Il the commitment is drawn down and the cash fows that the bank expects to
recelve; and

-» Financial guarantee contracts: the expected payments to reimburse the holder less any amounts that the
bapk expects 1o FECOVET.

Expecied eredit losses are computed as unbiased, probability-weighted amounts which are determined by
eviluating a range of reasonably possible outcomes, the time value of money, and considering all reasonable
and supportable information, including that which is forward-locking.

For material portfolios, the estimate of expected cash shortfalls is determined by multiplying the probability
of default (PD) with the loss given-default (LGD) with the expected exposure at the time of defanlt (EAD).
i exents over the lifetime of an instrament,
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Farward-looking economic assumptions are incorporated into the PD, LGD and EAD where relevant and
where they influence credit risk, such as GDP growth rates, Interest rates, house peloe indices and
commodity prices, among others,

The pericd over which cash shaortfalls are determined is generally limited to the maximum contractual
period for which the Bank is exposed 1o credit risk. However, for certain revolving credil facilities, which
include overdrafts, the Bank's exposure to credit risk is not limited to the contractual period. For these
instruments, the Bank estimates an appropelate [ife based on the period that the Bank is exposed 1o credit
risk, which includes the effect of credit risk management actions such as the withdrawal of undrawn
Tacilities.

For credit-impaired financial instraments, the estimate of cash shortfalls may require the use of expert
credit jodgement.

The estimate of expected cash shortfalls on a collateralized financial mstrument reflects the amoant and
timing of cash flows that are expected from foreclosure on the collateral less the costs of obtaining and
selling the collateral, regardiess of whether foreclosers is deemed prabable.

¢} Recognithon of ECL
12 months expected credit losses (slage 1)

Expected credit losses are recognized st the time of initial recognition of a finaneial instrument and
represent the lifetime cash shortfalls arising from possible defanlt evente up to 12 months into the fomre
from the balance sheet date. Expected credit losses continue to be determined on this basis until there
gither s significant increase in the credit risk of an instrument or the instrument becomes credit impaired.
If an instrument is no longer considered to exhibit a significant increase in credit risk, expected credit losses
will revert to being determined on 2 12-month basis,

Significant increase in credit risk (stage 2)

If a financial asset experiences a significant increase in credit risk (SICR) since initial recognition, an
expecied credit loss provision is recogrized for default events that may cocur over the lifelime of the assel.

Significant increase in credit risk is assessed by comparing the risk of defanlt of an expasure at the reporting
date to the risk of default at arigination (after taking inte account the passage of time). Significant does not
mean statistically sipnificant nor is it assessed in the context of changes in expected credit less. Whetkera
change in the risk of default is significant or not is assessed using a nomber of quantitative and qualitative
factors, the weight of which depends on the type of product end counterparty, Financial assets that are 30
or more days past due and not eredit-impaired will always be considered to have experienced a significant
increase in credit risk.
Quantitative factors include an assessment of whether there has been significant increasa in the forward-
looking probabdlity of default (PD) since origination. A forward-looking PD iscone that is adjusted for future
esonomic conditions 1o the extent that these are correlated to changes in credit risk. We compare the
residual lifetime PI> 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 absolute and relative
change between the two exceeds predetermined thresholds, To the extent that the differences between the
measures of defaull outlined exceed the defined thresholds, the instrument is considered to have
i iy eridit riske. CQualitative factors assessed include those linked Lo current
‘duchras lending placed on non-parely precautionary early alert (and
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Credit-tmpaired (or defaulted) exposures (stage 3)

Finnncial assets that are credit-impaired (or in default) represent those that are at least o days past due in
respect of principal and/or interest, Financial assets are also considered to be eredit-impaired where the
ohligors are unlikely to pay on the occurrence of one or more observable events that have a detrimental
fmpact on the estimated future cash flows of the financial asset. It may not be possible to identify a single
discrate event but instead the combined effect of several events may cause financial assets fo become credit-

impalred.
Evidence that a financial asset is credit-impaired includes oherrvable data about the following events:

¢ Significant Anancial difficuity of the issuer or borrower

*  Breach of contract such a3 defzult or a past due event

¢ For economic or contractual reasons relating to the borrower’s financial difficulty, the lenders of
the borrower have granted the borrower concession/s that lenders would not otherwise consider.
This would include forbearaness actions,

»  Pending or actual bankrupiey or other financial reorganization to avold or delay discharge of the
borrower's obligation/'s

»  Thedisappearance of an active market for the applicable financial asset due to financial difficulties
of the borrowes

*  Purchase or onigication of a financial asset at a deep discount that reflects incarred credit losses

A loan that has been renegotiated due to a deterioration in the borrower's condition shall be considered to
be credit-impaired unless there is evidence (hat the risk of not receiving contractual cash flows has reduced
significantly and there are no other indicators of impairment. In addition, a retall loan that & overdue for
go days or more shall be considered credit-impaired even when the regulalory definition of default 15
diferent.

d) Presentation of allowance for ECL in the statement of financial position
Loss allowances for ECL shall be presented in the statement of Ainancial pesition as follows:

*  For financial assets measured at smortized eost: as a dedoction from the gross earrying amount
of the assets;

¢ For loan commitments and financial goarantes contracts: generally, as a provision;

¢ Where a financial instrument includes both & drewn and an undrawn component, and the Bank
cannot identify the ECL on the loan eommitment companent separately from those on the drwn
component: the Bank presents a combined loss allowance for both components, The combined
amount is presented as a deduction from the gross earrying amount of the drawn component. Any
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*  For deld instrumente me al FVOLCI: no loss allowancs B recognized in the statsment of
financial position because the carrving amount of these assets is their fair valoe. However, the loss
allowance shall be disclosed and is recognized in the fair value reserve,

€) Restroetured finaneial assots

Where the terms of & financial asset are renegotinted or modified or an existing financial asset is replaced
with a new one due to financial difficalties of the borrower, then the Bank shall assess whether the financial
assct should be derecognized and ECL are measured as follows:

«> If the expected restructuring will not result in derecognition of the existing assct, then the expected cash
flows arising from the modified financial asset are included in caleulating the cash shortfalls from the
CEIEINE assed

-> If the expected restructuring will result in derecognition of the existing asset, then the expected fair
ﬂhﬂﬂrmlHWHMlBtthﬁduﬂwﬁmdﬁuhﬂwﬁmihczﬁsﬁnﬁﬁunnﬁul anset at the dme of it
derecagnition. This amount s included in caloulating the cash shertfalls from the existing fAinancial asset

that are discounted from the ﬂ.lpu-r.'t'ﬂ ﬂ.ntaufdmiﬁm tothe 'rn-]'mﬁ'pﬂ date udrl;ﬂm nr]gll'l.:i.t affectHve
interest rate of the exizting Anancal asset.

7 Contingent liabilities and commitments

Contingent Labilities are passible oblipgations arsing from past eventz, whose existence will be confirmed
only by uncertain future events or present obligations arising from past events that are mot Tecognized
because either an outflow of economic benafits is not probable or the amount of the obligation cannot be
reliably measured. Contingent Habilities are not recognized but information about them is disclosed nnless
the possibility of any outflow of economic besefits in ssttlement is remote.

Where the Bank undertakes to make a payment on behalf of its customers for guarantees issued such s for
performance bonds or as irrevocable letters of credit as part of the Banks's Transaction Banking bustness,
for which an abligation o make a payment hes not arisen at the reporting date, those are incloded in these
financial statements 25 contingent labiities,

¥ther contingent liabilitles primarily include revocable letters of credit and bonds Essued on behalf of
cusiomers to customs officials, for bids or offers and as shipping guarantees.

Commitments are where the Bank has copfirmed ifs intention to provide funds to a customer or on behalf
of a customer in the form af loans, overdrafts, fature guarantess, whether eancellable or not, or letters of
credit, and the Bank has not made payments at the balance sheet date; those instroments are included in
these financial statement as commitments. Commitments and contingent liabilities are generally
considered on demand as the Bank may have to honor them, or client may draw down at any time.

Capital commitments are contrastusl commitmeants the Bank has entered into to purchase non-financial
assels,

B Financial Risk Management
Ba Intraduction

Rizk is inherent in the Bank's activities, but is managed through a process of ongoing identification,
measurement and monitoring, subject to risk limits and other comtrols. Risk Management provides a
comprehensive and dynamic framework for identifying, measuring, monitoring and managing financial

and non-financial the quantitative data disclosed at the reporting date is not representative of
the Bank's ] ing the perdod, further information that [s vt asshited
! ;I.E'ﬂ 7 m
g d‘ s £y v,
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in qualitative disdosures. This process of risk management is critical to the Bank's continuing profitability
pnd each individual within the Bank i sccountable for the rsk exposures relating to hls or her
regpanglbilities. The Bank is exposed to credit risk, Hgubdity risk and morket risk 1t is also subject to country
risk and varioas operating risks.

The independent risk control process does not istlude business fisks such as changes in the environment,
techaology and Industry, The Bank's palicy is to menitor those business risks through the Bank's strategle

panning process.
B.aa  Risk Manogement Strocture

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
Monagement Committee [ALCD), which 5 responsible for approving and mooitoring Bank risk
management policies.

The Bank's risk management policies are established to identify and analyze the risks faced by the Bank, to
=4 appropriate risk limits and controls, and to monitor fisks and adherence to limits.

The risk management policies and systems are reviewed regularly to reflect changes in market conditions
and the Bank's activities. The Rank, through its training and management standards and procedures, aims
to developa disciplined and constructive control enviranment In which all employess understand their rales
and obligations.

The Bank Audit Committes oversees how management monitors compliance with the Bank's risk
maragement policies and procedures, and reviews the adequacy of the risk management framework in
relation tothe risks faced by the Bank. The Bank Audit Comimities is assisted in its oversight role by Internal

Audit. Internal Audit undestakes both rogular and adhoc reviews of risk management controls and
procedares, the results of which are reported to the Bank Audit Committes.

i. Credit Risk

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

to eredit risk is managed through periodic analysis of the ability of borrowers and potential
borrowers to determine their capacity lo meet principal and interest thereon, and restructuring such limits
s appropriate, Exposure 10 credil risk is also mitigated, in part, by obtaining eollateral, commercial amd

The Bank structures the levels of eredit risk it undertakes by placing limits on the amount of risk accepted
in relation to one berrower, or groups of borrowers, and to term of the financial instroment and economic
HBclirs.

The Mational 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 management s conducted as per the risk management policy and guideline approved by the board
of directors and the Risk Management Committees, Buch policies are reviewed and modified periodically
bazed on changes and
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Credit quality analysis

The following table sets oul information about the eredit quality of financial assets measured st amortized
cost and FVOCI debt kmvestments. Unless specifically indicated, for financial assets, the amounts in the

tnble represent gross carrying amounts,

For loan commitments and financlal guarantes contraets, the amounts in the table represeat the amounts

committed or guaranteed, respectively
I'n Hirr'ooo Fozx3 2023
Loans and advances to cuslomers | Stage 1 Slage2 | Slage3 Total
al amvorlized cosi Total
Stage 1 — Pass 26,018,430 - -| 26018430 | 19997840
Stage 2 - Special mention -| 72583 = 712,583 102,170
Eta;tan HNon performing - = 2,150,032 2,160,032 1,876 506
Total gross exposure 26,018,430 | T=2.583 | 260,032 | 28,891,045 23 176, 508
Loss allowance {194,483) | {4364) | (B&4911) | (1,063,757 (B55.994) |
Interest in suspense = % (69.921) (69,921) [37.949)
Staff Lean Market Interest Adjustment {411,309 - = (411,309) (338.117)
Net carrying amount 25,412,638 | 708,219 | 1,225,200 | 27,346,057 | 20,944.465 |
In Birr'opo 2023
Other financial assets {debt instruments) npﬁf_‘::‘n POl My o2
Cash and balances with banks 12 Month ECL | 1.964.512 {Ag) 1,964,423
Investment secorities (debt instruments) 12 Moath ECL |  3.833.127 (124) 3833003
{xher receivables and financial assets Lifetime ECL 945,735 (217.235) =2l , 500
Totals 6,743,374 (217,448} 8,525,026
"In Birr'ooo aoas 2021
Loans and advances to customers Stage 1 Stage = Stage 3 Total
ol amortized cost Total
Stage 1 — Pass 19,907,840 - - 19,597,840 15,845,558
Slage 2 = Specinl mention - qoz 179 R 02170 233,095
Stage 3 - Nen perlorming - -| 1,876,506 1,876,506 1,738,980
Total gross exposure 19,997,840 | 302,179 | 1,876,506 | =a,176,525 17,821 633
Loss allowance (1B3,882) | (0,765) | (670,347) [@55994) | (510,032)
Interest in suspense —— o3 : (37.949) (37.940) [16,703) |
Staff Loan Market Interest Adjustment (338,117} . "
Net Eﬂuuﬁ;m‘l 19,475,841 | goo.qi3 | 1,168,210 |
YA &
2022123
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Jin [Err ‘oo FOEZ i

Other financinl nsscis Gross Loss o
{dobit Instruments) B sxposure | slbewsnes r:r:::ﬁ‘g
h S T T AR W T
ther Taoelulin vid Leat e St Bt ot sl | 404,08

Totals 14,424 | (114,155 %
ECL Movement

Etage 1 Stoge 2 Stage 3 Totals

ECL at 1 July 2023 183,882 | 1,705 B70,%47 B55.004 |

Transfer 1o Stage 1 28,431 (950 (27.481) | -

Transfer to Stage 2 (495) TH4 {2q0) | £

Transfer to Stage 3 (8,902) (55) B,957 | -

Ket remessurcment [42,136) o2 00,254 48,418

ECL om néw loans 171,693 3,364 119,647 204.633

ECL on derecognized loans (137,918) (638) 3476 | 135,080

ECL af 30 June 2023 194,483 6 B64,011 | 1,063,757 |

Stage 1 Stage 2 Stage 3 Totals

ECL at 1 July 2021 83,320 3,023 432,580 519,032

Transfer to Stage 1 4,854 [1,005) {3,805) =

Transfer 1o Sage 2 (324} 335 (1) =

Transfer o Stage 3 {1,235) (871} 2,106 n

et Bemeasurement [40,268) {48} J42,400 293475

ECL on new loans 161,533 GO0 590 163,003

ECL on derecognized loans {14,988) {644} {103,504} {119,236) | .

ECL at 30 June 2022 183,882 1,765 670,347 855.994 :
Management of Credit Risk |

The Board of Directors created the Bank Credit Committee for the oversight of eredit risk. A stparate Bank
Credit department, reporting to the Bank Credit Committes, i responsible for maneging the Bank's credit

risk, including the following:

=» Formubsting credit policies, covering collateral requirements, credit assessment, risk grading and
reporiing, documentary and legal procedures, and compliance with regulatory and statutory requirements.

-3 Establishing the authorization structure for the approval and renewsl of credit facilities.

= Reviewing and assessing credif risk: assesses all credit exposures, before facilities are committed to
customers. Remewals and reviews of facilities are subject to the same review process,

-» Limiting concentratio

wdvances, financial guargnieds and similar exposures)

of exposure to counterparties, geographies and industries (for loans and
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=> Developing end maintaining the Bank's processes for measuring ECL: This inchedes processes for:

= Initial approval, regular validotion and back-testing of the models wsed;
= Determinkng and moailoring sigeificant increase in credit risk; and
= Incorporation of forward-leoking information (FLIL

«>Regular reporte on the credit quality of portfolios sre provided, which may require appropriate
corrective action 1o be taken, These include reports conteining estimates of ECL allowances,

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

Significant increase in credit risk

When determining whether the risk of default on a financial instrument bas increased significantly since
initial recognition, the Bank considers reasomable and supportable information that is relevant and
gvailable withowt undoe cost or effoct. This Incledes both quantitative and gualitative information and
analysis, based on the Bank's historical experfence snd expert eredit assessment and including forward-
looking information.

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

— The remaining lifetime probability of default {PD) as at the reporting dale; with

— The remaining lifetime PD for this point in me that was estimated at the Sme of initial recognition of
the exposure (adjusted where relevant for changes in prepayrment expectations).

— The Bank uses three eriterla for determining whether there has been a significant increase in eredit risk:

-» Quantitative test based on movement in PD;
-» Qualitative indicators; and
-> A backstop of 30 days past due,
Definition of default
The Bank considers a financial asset 1o be in default when:

-» The borrower is unlikely to pay its eredit abligations to the Bank in full, without recourse by the Bank to
artions such as realizing security (if any & held);

=» The borrower is more than 90 days past due on any material credit obligation to the Bank.

-» Overdrafis are considered as being past due once the customer has breached an advised limit or been
aivised of a limit smaller than the current amoant outstanding; or

-» It is becoming probable that the borrower will restructure the asset as a result of bankruptey due to the
‘borrower’s inability to pay its credit obligations,

In assessing whether a borrower is in defauli, the Bank considers indieators that are:
=% Qualitative: e.g. breaches of ecovenant;

= Quantitetive: e.g. overdue s and non-payment on another obligation of the same muﬂmﬁ%%
.'d ﬁ:‘ta 3 a
?.II' I
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=3 Inipunts into the esssssment of whether a financial instrument i3 in default and their significance may vary
onver time ta reflect changes In clreumsiances,

Incorporation of forward-looking information

The Bank incorporates forward-looking information into both the assessment of whether the credit risk of
an instrument has increased significantly since lis initlal recognition and the measurement of ECT-

For each segment, the Bank formulates thres economic scenarios: & base case, which is the median scenario,
and two kess likely scenarios, one upside and one dewnside. For each sector, the base case i aligned with
the macroeconomic model's information value outpot, @ measure of the predictive power of the model, as
well ps base macroeconamic projections for identified macroeconomic varinbles for each sector, The upside
and dovnside scenarios are based on a combination of & percentage error factor of each sector model as
well 2 simulated optimistic and pessimistic macroeconomic projections based on o measure of historical
macroeconomis valatilities,

External information considered includes economic data and forecasts published by an external and
independent macroeconomic data body. This is in addition to industry - level, semi = annual NPL trends
across statistically comparable sectors.

Periodically, the Bank carries out stress testing of more extreme shocks to calibrase its determination of the
upside and downside representative scenanios, A comprehensive review is performed at least annually on
the design of the scenarios by a panel of experts that advises the Bank’s senlor management.

The Bank has dentified and docurmented key drivers of eredit fsk and credit losses for each portfollo of
finaneial instruments and, using an analysis of historical data, has estimated relationships between macra-
ecanomle varables and eredit risk and credin losses,

The key drivers for credit risk for each of the Bank's sconomic sectors is summarized below:

[ Seclor Macrocconomic factors

Agrculiure and Personal Goods exports, e

loans usn . = - =

Domestic Trade & Servioes

and Financial - & = = i
Imtermediaries

- i Nominal Heal GDP per

Construction & Building Goods imports,

and Manufacturing Ush %E% capita, nﬁ f@mn - 5

Export and Import SRodringoes, : = : "

The economic scenarios used 25 al 30 June 2023 included the following key Indicators for Ethiopis for the
years 2023 and 2024,

Macro-Economic Variable o2y 2024

Goods exports, USDH 41370 4,393.0
imports, USD 15,7975 16,432.5

Nominal GDP, USD aafz 1,0

| Real GDP per capita, USD | ices) =i, 6 cHEH
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Predicted relationships between the key indicators and default rates on various portfolios of financial assets
have been developed based on analyzing seml - annual historical data over the past 5 years.

Muodified financial asscls

The contractual terms of & loan may be modified for & number of reasons, including changing market
conditions, customer retention and other factors not related 1o a current or potential credit deterforation of
the customer, An existing loan whose terms have been modified may be derecognized and the renegotisted
lnan reeagnized as a new loan at fair value in accordanece with the aceounting policy set out.

When the terms of a financial asset are modified and the modification does not resultin derecognition, the
determination of whether the asset’s credit risk has imcrensed significantly reflects comparizon of its
remaining lifetime PD gt the reporting date based on the modified terms; with the remaining lifetime PO
estimated based on data on Initial recognition and the original contractual terms.

Whian medification results in derscognition, a new loan is recognized and allocated to Stage 1 (assuming it
i mot credit-impaired at that thme),

The Bank rencgotiates loans to costomers in financial difficulties (referved to as forbearance activities’) to
maximize collection opportunitics and minimize the risk of default. Under the Bank's forbearance policy,
loan forbearance is granted on a selective basis if the debtor is currently in defanlt on its debt or if there is
# high risk of default, there is evidence that the debtor made all reasonahle efforts to pay under the original
contractual terms and the debtor is expected to be able to meet the revised terms.

The revised terms usually incude extending the maturity, changing the timing of interest payments and
amending the terms of loan covenants. Both retafl and corporate loans are subject to the forbearance policy.
The Bank Credit Commilttes regularly reviews reports 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 ablity to collect interest and prineipal and the Bank's
previous experienee of similar forbearance action. As part of this process, the Bank evaluates the horrower's
payment performancs against the modified contractual terms and considers various behavioral indicators.

Generally, forbearance is a qualitative indicator of & significant increase in credit risk and an expectation of
forbearance may constitoto cvidenee that an exposure is credit-impaired. A costomer needs to demonstrate
consistently good payment behavior over a period of time before the exposure is no longer congidered to be
credit-impaired/in default or the PD is considered to have decreased such that the loss allowance reverts to

being measured af an amount equal to Stage 1.
Generating the term structure of PD

Credit risk grades are a primary input into the determination of the term structure of PD for exposues, The
Bank collects performance and default information about its credit risk exposures by type of product and
borrower as well as by credil rsk grading.

The Bank employs statistical models to analyze the data collected and generste estimates of the remaining
lifetime PD of exposures and how these are expected o change as a result of the passage of time.
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-> Loss Glven Delaull (LGD); and
- Exposure ol Defaull (EAD)

ECL for exposares in Stage 1 is caleulated by multiplying the 12-month PD by LGD and EAD. Lifetime ECL
is ealeulated by multiplying the lfetime PD by LGD and EAD.

The methodology of estimating P Ds is discussed above under the heading ‘Generating the term strueture of
P,

LGD is the megnitude of the likely loss if there is a defaclt The Bank estimetes LGD parameters based on
the history of recovery retes of claims against defaulied counterparties, The LGD models consider the
structure, eollateral, counterparty industry and recovery costs of any collateral that is integral to the
Mnancial assel

EAD represents the expected exposure in the event of a default, The Bank derives the EAD from the current
exposure to the counterparty and potential changes to the current amount allowed under the contract and
arising from amortization, The EAD of a financial asset s its gross carmying amount at the time of defzult,
For lending commitments, the EADs are potential foture amounts that may be drawn under the contract,
which are estimated based on historical observations and forward-looking forecasts. For ficancial
guarantees, the EAD represents the amount of the guaranteed exposure when the financial

becomes payable, For some financial assets, EAD ks determined by modslling the rangs of possible exposure
outcomes el various points in time using scenario and statistical techniques,

As described above, and subjest to using a maximum of 2 12-month PD for Stage 1 financial essets, the Bank
mezsures ECL considering the nsk of default over the maximum contractual perdod (ineluding any
borrower's extension options) over which it is exposed to credit risk, even if, for credit risk management
purpases, the Bank considers a longer period.

The maximam contractual period extends to the date at which the Bank has the right to require repayment
of an advance or terminate a loan commitment or guarantes.

However, for overdrafts that include both a loan and an undrawn commitment component, the Bank
measures ECL over a period longer than the maximum contractual period if the Bank's contractual ability
to demand repayment and cancel the undrawn commitment does not limit the Bank's exposure to credit
losses to the contractual notice period. These facilities do not have a fixed term or repayment structure and
are managed on a collective basis. The Bank can cancel them with immediate effect bat this contractunl
right is not enforeed in the normal day-to-day management, bat only when the Bank becomes aware of an
increase in credit rizk &t the facility level, This longer period i estimated taking into saccount the credit risk
management actions that the Bank expects to take, and that serve to mitigate ECL. These include a
reducticn in limits, cancellation of the facility and for tuming the ontstanding balasce into a loan with fived

repaymaent berms,

Where modelling of a parameter {5 carried oul on a collective basiz, the financial instruments are grouped
on the basis of shared risk characteristics that include:

== Instrument type;
=» Credil sk grading
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-» Remaining term 1o maturity: and

=& Indlustey

The groupings are subject to regular review Lo ensure that exposures within a particular group remain
approprintely homogeneous.

For partfolios in respect of which the Bank has limited historical data, external benchmark information is
used 1o supplement the internally available data.

Loans with renegotiated terms

Loans with renegotisted terms are defined as loans that have been restruciured due to a Jet=rioration in
the borrower’s financial pesition, for which the Bank has made concessions by agreeing to terms and
eanditions that are more favorable for the borrower than the Bank had provided indtially and that it vould
not otherwise consider. A lnan contimoes to be presented ag part of loans with renegatisted terms until
matarity, early repavment or write-off,

Loans that were past due but not impalred

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

Credit Risk Measurement, Limits and Mitigation Policies

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

The Risk Management Committee,

Boards of Directors are regularly informed of the credit risk that the Bank is exposed to. The Bank has an
internsl system of classification of customers whose maln alm is determining their creditworthiness and
evaluation of the arceptable level of eredit risk in stading lending.

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

The Bank employs a range of practices to mitigate eredit risl. Common practics is accepting suitable
collateral for approved loans. The main collataral types for loans and other eredit exposures are:

- Mortgages over residential properties;
- Charges over business assets such as premises and inventory;
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The Bank monitors complinnce with the legolly and internally established limits and controls
concentrations of credil risk. Credit risk limits towards different types of borrowers, industry sectors and
type of collateral,

The Bank structures the levels of eredit risk by placing limits cn the amount of risk accepted subject to al
least an annual review, In addition, the exposure concentralion risk by sectors and activities is regularly
menliored on the basis of set limits.

B.i.z  Risk Messurement and Reporting Systems

The Bank uses intemnational standards of measurements and practices ag well as the NBE Directives,
guidelines and thelr derivatives 1o assess credit, liquidity, market and operational risks, The Bank also uses
itz own internal policles and procedures to assess risks,

B.1.3 Risk Mitigation

Risk controls and mitigates, ideatified apd approved for the Bank, are documented for exising and new
processes and systems. The adequacy of these mitigates is tested on a periodic basks through administration
of control self-assessment questionnnires, using an aperational risk management tool which requires risk
owners to confirm the effectivencss of established controls. These are subsequently audited as part of the
PEView process,

] Financial Instruments by Category

IFRS g contains three principal classification categories for financial assetst measured at amortized cost,
fair value through other comprehensive income (FVOCT) and fair value through profit or loss (FVTPL)L
IFRS g classification is generally based on the business mode] in which a Ainancial asiet is managed and its
contractual cash flows.

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

The Bank's dlassification of its financial assets iz summarized in the table below:

Notes FVOCT  Amortized Cost Total

_30 June 2033 Birr'ooo Birr'ooo Birr'ooo

Cash and Balaness with Banks 178 - 3,732,724 3732724

Loans and Advances to Customers 18 . 27,346,058 27,346,058

Due from Banks & Other Financial Institutions 19b - 4,719,919 3,719.919

Fquity Investmenis 190 306,614 - Jo6,614
Bonds and Bills 20 -

Dilser Assels 20 -
F il Assels a06,614

L T

-
Berhan Bank  Annual Report 2022/23

CamScanner

3,893,009 3.833.003
: 7,266



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

| ! | i
T et | [ [ ! i it — — —_— —

Berhan Bank 5.C
Financial Statements
For the peried ended 30 June 2023
Naotes to the financial statements
Notes _ FVOCI Amortized Cost Tuotal
_3o June 2022 Birr'ooo Blrr'ooo Birr'ooo
Cash and Balamces with Banks 17a o] 3043439 il 3439
Loans and Advances to Customers 18 - 20,944,465 20,944 565
Due from Banks & Other Finaneial Institutions b - Bég,203 869,203
Equity Investments 1498 124,763 = 124,76)
Bonds and Bills Zn - J.209,4928 3.200,5248
_Other Assets 0 . 930,320 030320
Total Financial Assets 124,763 20,187,445 29,312,207

B.3 Credit Risk

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

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

B.3.1 Management of Credit Risk

In measuring credit risk of loans and receivables to various counterparties, the Bank considers the character
and capacity of the obligor to pay or meet contractual obligations, current exposures to the counter
party/obligor and its likely fisture developments, credit history of the eounterparty/obligor; and the likely
recovery ratio in case of default obligations-value of collateral and other ways out. Dur credit exposare
comprises wholesale and retail loans and advances which are developed to reflect the needs of our
customers. The Bank's palicy i to lend principally on the basis of our customer's repayment capacity
mrm‘hqumthﬁveandqmﬁuﬁwaﬂluﬁm.Hmmmmurtﬂlltwrhmmhﬂkﬂh?ﬂﬂhlﬂ'ﬂ
to reflect the risk of the obligors and the nature of the facility.

In the estimation of credit rsk, the Bank estimate the following parameters:
(a)  Probability of Default (PD)

The approach adopted in deriving the probakility of default is the transition matrix approach. The transition
matrix records all data about transitions from one state to the other, i.e. from pass to special mention all
through te noa-performing. The initial step in this approach is to split up the total value of loans
outstanding in a given meonth into the vardous lean classifieation buckets. For the purpose of this Expeciod
Credit Loss (ECL) model, the backets to be 1sed are: '

=» Pass :
=z Bpecial mention f red)
-» Non-performing (Sub-stan L !
=3 Paid/ settied :

.l . o
tie movement of loan amounts from one bucket to thisey
. rlp;?a matrix that indicates the proportionate movement

: ":"-Iq-.|1 and _,I'-i:- .
Berhan Bank  Annual Rm;f
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of loans across the buckets, This is done conskdering the loan values, An avernge of all transitions obtained
over the 60 month period is then abtained to form the general transition matrix to be applied.

The Bank uses computation of PD by amount,
{(b)  Loss Given Default (LGD)

The boss given default (LGD) that measures how mach (in farm of a percentage) the bank is expected to lose
in the event that default occurs from a customer, This is estimated by considering two seenarios in the Bank
that is, using eollateral in instances whether the customer has collateral agalnst the debt instrument that
they have underaken with the Bank and/or an analysis of the historical cash collections after the defaunlt
event, for cases that the debt instrument is rot suppocted by any security.

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

(ch Exposure at Default (EAD)

EAD represents the expected exposure in the event of a default, The Bunk derives the EAD from the current
exposure to the counterparty and potential changes to the cnrrent amount aflowed under the contract and
arizing from amortization. The EAD of a financial asset is its gross carrying amount at the time of default.
For lending commitments, the EADs are potential future amounts that may be drawn under the contract,
which are estimated based on historical cbservations and forward-looking forecasts. For financial
guarantess, the EAD represents the amount of the guaranteed exposure when the financial guarantes
becomes payable. For some financial assets, EAD is determined by modelling the range of passible exposure
cutcomes at vardous points in time using scenario and statistical techniques, Its estimation includes the
drawn amount and expected utilization of the undrawn commitment at defaulbt.

B.a.2 Impairment Assessment

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

The Bank shall recognize loss allowances for expected credit losses (ECL) on the following financisl
instruments that are pot measured at FYTPL:

— Pinancial assets that are debt instraments;

= lease receivables;

- Financisl guarantee contracts issued; and

= Loan commitments issued.

No impairment Joss shall be recognized on equity investments.
8.3.3 Credit Related Commitment Risks

The Bank holds collateral against loans and advances to customers in the form of bank guarantees and
property. Estimates of fair yalueere based on the value of collateral assessed at the time of borrowing, and
generally updated when #]oan Js indiyidually assessed as impaired.

LOCY Y
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8.3:4 Mnaximum Exposure 10 Credil Risk before Collateral Held or Credit Enhancements

The Bank's maximum exposure to credit risk at 30 June 2023 and 30 June 2022 respectively, is represented

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

Jo June 2023 3o June 2022
Blrr'ooo Birr'ooo
Cash and Balances with Banks 3732724 3143439
Loans and Advances to Customers 27.346,058 20,944 404
Equity Investments gobbig 4,763
Bonds and Bills 3.833.003 1299928
(Hher Azsets 1,253,266 930,320
- = 46,471,665 2b.442.914
“Credit Risk Exposures Relating to OIf balance Sheets |
Loan sommitiments 1,642,612 TTe2an
Guaraniees issued and putstanding F.008,544 L7454
Letter of credit and other credit related obligations 46,743 273,506
e 4,757,705 2,719,188
Total maximum exposure 41,229,960 1,161,102
50 June 2023 30 June 2022
Birr'ooo Blrr'ooo
Pass 26,018,430 19,997,840
Bpecial mention 712,583 302,179
Substandard 728,197 ag7.520
Doulstiul B04.02% 930,967
Laoss g2k,q11 548,019
28,891,045 22,176,525
Gross loans and advances to customers per sector is analyzed as follows:
go0June 2023 30 June 2022
Birr'o0o Birc'ooo
Agriculture 102,126 go,o36
Transport : _ 426,761 465,259
Hotel and Tourism 460,447 387,993
Health and Education Service : 170,172 -
Impaort 2,983,816 2,150,211
Export ) 2,340,558 1,392,447
Manufacturing : 3495175 3,055,010
Domestic trade and services B, 288,580 B.456,607
Bailding and construction . 15,836,210 4,580,621
Personal loan ST L 2,600,821 L2, 274
Staff loan -" 2.096.378 1,654,066
o8, Bg1,045 22,176,525
51
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The pbove table represents o worst case scenario of credit risk exposure of the Bank as at the reponing dates
without taking in 1o sceount of any collateral held or other credit enhancements attached. The exposures

ure based on gross carrying amounts,

Management is confident in its ability to continue to control and effectively manage the credit risk exposure

in the Bank's loan and advances partfolio.
B.3.5 Credit Quality Analysis
(=) Credit quality of cash and eash equivalents

The eredit quality of cash and cash equivalents and short-term investments that were neither past due nor
impaired as at 30 June 2029 and 30 June 2o22 hove been classified as non-rated as there are no credit

rating agencies in Ethiopia,
(b) Credit quality of loans and advances

The nonperforming (MFPL) ratio of the bank is 7% as of 30 June 2023 which is above the Mational bank
requirement of 5% but reduced from B% 25 of 30 Jone 2022 and the management is exerting an efford to

reduce the gap and increase the credit quality of Loans.

Stage 1 Stage 2 Stage 3 Total
o June = Birr'ooo  Birr'ooo Birr'ooo Birr'ooo
Agriculture Bg,258 5808 6,970 103,126
Transport 346,588 1475 =, 6o Sab,70
Hotel and tourism 452,578 2,283 14,587 465,447
Health and Education Servics 163,506 el 2,173 10,132
Import 2,700,285 28,364 255,266 2,983,816
Export 2,242 BEH 2,660 95,001 2,340,558
Manufacturing 3,381,721 27,538 2E.E15 3:435.175
Domestic trade and services 7,379,905 478,691 420,784 B,288,580
Building and eonstroction 4,586,515 19,801 1,220,804 5,836,210
Personal loans 2,476,484 109,738 15,538 2,601,821
Staff loan 2,198,701 3Lo72 6,605 2,236,378
Gross 26,018,430 712,583 2,060,032 28,891,045
Less:
Ienpairment allowanes (note 18a) {194,483} (4.754) (Bfq,011) (1063757
Interest in suspenses - - (40,021) {6o,521)
Staff Loan Market Interest Adjustment (411,300} - - {411, 300)
Hict Loans and Advanes -

Sram T LU,
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Stage 1 Stnge 2 Stage 3 Tolal

30 June sozs Birr'con  Dirr'ooo Birr'ooo Birr'ooo
Agriculture 79,167 5,250 5579 90,036
Transport 426,207 S.021 33,955 405,259
Hotel and tourism 428,082 14,633 45.278 3&7:953
Import 2,002,774 1,263 65,175 2,159,211
Expaort 1,305,905 1,639 B4,903 1:392,447
Manufacturing 2,055,149 16,748 B7,120 3,059,010
Domestic trade and services 5,783,746 197,726 475,136 6,456,607
Building and construction 1,521,330 5,868 1,053,403 4,580,621
Personal loans 1,865,731 47,259 13,284 1,926,274
Staff loan 1,639,679 6,713 18674 1,559,066
Gross 19,097,840 302,179 1,876,506 22,176,525
Lams;
Impairment allowance (note 18a) (183,882} {2,765) (670,347) (B55.994)
Interest in suspense - . (a7.949) (37.949)
Seaff Loan Market Interest Adjustment [338.u7} = - (338,117)
MNet Loans and Advanece 149,475,841 Rl 1K 1,168,210 20,944,365

(i) Loans and advances - neither past due nor impaired

The credit quality of the portfolio of loans and advances that were neither past due noc impaired can be
assessed by reference to the customer's ability to pay based on loss experience. Loans and advances in this
category are loans past due for bess than 30 (thicty) days.

30 June 2023 Jo June 2022

Birr"ooo Birr'ooo

Henher past due nor lmpaired 26,008,430 19,997,840
Collective impairment (104,483) (1B3 B#2)
Loan and advances (net) !E,Eﬂ 047 :I‘}I,E'I-ﬂ.'}l'lg

{iiy Loans and advances - past due but not impaired

S0 June 2o qoJune 2022

Birr'ond o Birr' oo

Past due up to 30 days =12 Eig N, 17
Collective impairment (4,364) [1,765)

| 708,210 00413
Loan and advances (net) - 708,219 J00.413

"fr.l ot |.'J|.

o —
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(Hi)  Loons ond odvanees - Impalred loans

o June 2023 do Junes 2033
Birrfoon Rirr onn
Impaired loans 260,032 1,876 506
Individual impairment {Afg,q11) (670.347)
Nel Amount 1,295,121 1,206,159
fiv) Allmwance for loan impairment
30 June 2023 30 June 2022
Birr'ooo Birr'ooo
IFRS Loan impairment charge 1,063,757 B55.994
for impairment 1,063,757 B55.994

B30 Statement of Prudential Adjustments

Prowisions under tial guidelines are determined using the time based provisioning prescribed by the
National Bank of Ethiopia (NBE) Drectives. This is at variance with the expected credit loss model required
by IFES 9. As a result of the differences in the methodology/provision, there will be varances in the
impairments allowances required under the bvo methodologies,

The proclamation ‘Financinl Keporting Proclamation Mo Bg7/ 2004 stipalates that Banks would be required
‘to make provisions for boans as preseribed in the relevant [FES Standards when IFES s adopted.

Howsever, Bonks would be required to comply with the following:

{a) Provisions for loans recognized in the income statement should be determined based on the
requirements of IFRS. However, the IPRS provision should be compared with provisions determined under

the NBE directives and the expecied impacl/changes in Regulatory Risk Reserve should be treated as
follaws:

»If prodential provisions (s greater than IFRS provisions; the excess provisions resulting shoold be
transferred from Retained Earnings sccount to Regulatory Risk Reserve Account.

»If prudential provisions s 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 thereafter reversed to the Retained
Earnings aocount.
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qoJune 2023 A0 June 202z

Birr ooo Birr'noo

Total impairment based on IFRS 1,063,757 855,994

Total impairment based on NBE Directives (1,044,163} (675017}
Excess(Shortage) Prudential Adjustments 10,594 180,978

B.3.7 Credil concentbrations

The Bank monitors concentrations of credit risk by economic sector. An analysis of concentrations of eredit

risk at 30 June 2023 and 30 June 2022, The Bank concentrates all its financial assets in Ethiopia.

aoJune 2023

Public )
Enterprise Cooperative Private  Association
Birr'ooo Birr'ooon Birr oo Birr'ooo
Shaort lerm Investments = = & =
Loans and advances - 4,450 28,437,795 .
Investment securitics a,Bag1e7 - - .
Investment in Equity . - 306,614 .
Loan commitmernts - - 1,642 612 =
3833137 40,460 30,387,021 E
FoJung 2023
Publiz
Enterprise Cooperative Private Association
Birr'ooo Birr'ooo Birr'ooo Birr'ooo
Ehort term Investments - F . =
Loans end advances - 96,633 23,195,414 4478
Investment securities 1,300,003 - . -
Investment in Equity - " 124,763 o
Loan commitments - - TR Y -
3,300,093 36,633

Berhan Bank Annual
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B.3.B Noture of security in respect of loans and advances

Bullding Share
Building EVehicle Certificate Vehicle Others

o June 023 Birr'ono Birr'oon  Birr'ooo  Birrooo  Birfooo
Agriculture 74,331 6,229 - 14.370 4,520
gﬁut’iding. Construction & Real 8,547,608 174,575 8,296 763,557 1,118,163
te
Domestic Trade and Services 241,526 - 2,539 43,913 -
Export 6,420,135 418,4563 15,132 1,188,108 136,028
Health & Education 1,076,284 130,845 161,673 498,187 416,462
Hotel And Tourism 156,558 - = 13,234 280
Imiport 419,933 15,029 - 29,341 -
Manufacturing 2,196,657 75,562 aro,398 70,01 Bz,341
Personal 2375639 160,639 1,491 227,423 653,704
Transport & Communication 1,728,732 6,268 4,122 64,605 107,667
Other{Staff) 67,320 11,617 203 335,996 1,020
1,552,453 2,166 - 164,104 516,789

19,050,224 1,010,794 484,344 4,013,919 3,000,974

Building Share

Building EVehicle Certificate Vehlcle Others
_jo June 2022 Birr' oo Birr'ooa  Birr'ooo Birr'ooo Birr'ooo
Agriculture 188,015 5513 E 28,329 45497
E:ilding. Construction & Real 5345783 193,117 19,651 1,194,481 907,925
tate

Domestic Trade and Services 11,219,653 217,500 3,037 1,619,238 352,378
Export 20,884 141,504 29,840 84,909 350,841
Hotel And Tourism 753,732 25,217 - 70,420 -
Import 2,933,437 100,960 71,878 467,543 165,071
Manufacturing 3,724,032 123,310 74,513 465,418 1,118,380
Personal 2,500,642 4434 11,696 486,861 4,006
Transport & Communication 204,921 13.297 o085

Other(Staff) 1,256,544 =

_29,250,644  Ha4.854 239,720
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#.3.9 Collateral held and their fnancial efect

The general ereditworthiness of a customer tends to be the most relevant indicator of eredit quality of a loan
extended 1o il. However, collateral provides additional sccurity and the Bank generally requests that
borrowers provide il Staff loans are secured fo the extent of the employee’s continued employment in the
Bank snd againgt the buildings or vehicles purchased.

The Bank may take collateral in the farm of a firel charge over real estate, liens and guarantess. The Bank
does not sell or repledge the collaters] in the sbaenes of default by the swner of the eallateral, Tn 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 lair value of the collaterals are based oo the last revalwations carried owl by the Bank's in-house
engineers. The valuation technigque adopied for properties is in line with the Bank’s valuation manual and
the revalusd amount Is similar 1o fair values of properties with similar size and location.

The fair value of collaterals other than properties such as share cetifizates, cash, NBE hills ete. as disclosed
at the carrying amount as management is of the opinion that the eost of the process of establishing the fair
valoe of the collateral exceeds benefits accruable from the exercise.

At 30 June 2023, the net carying amount of credit-impaired loans and advances to cusformers amounted
to ETH 2.1 blion ind the value of identifiable collatersl held sgainst those loans and advances amoucted
to ETB 1.5 billian, For each loan, the value of disclosed collateral ks capped at the pominal amount of the
loan that it is held against.

8.4 Liquidity Risk

Liguidity risk is the risk that the Bank cannot meet its maturing obligations when they become due, at
reasonabde cost and in a timely manner. Liqusdity risk management in the Bank s solely determimed by
Asset Liability Management Commitiee, which bears the overall responsibility for Hquidity risk. The main
ohjective of the Bank's liquidity risk framework is 1o maintain sufficient liquidity in order to ensure that we
mieet our maturing obligations.

8.4.12 Management of Liquidity Risk

Cash flow forecasting is performed by Treasury and Investment Department. The department monitors
rolling forecests of lguidity requirements to ensure it has sufficient cash to meet operational needs.

Prudent liquidity risk management implies that sufficient cash is maintained and that sufficient funding s
svailable (o meet is liabilities when due, under both normal and stressed conditions, without incurring
unaceeptable losses or risk damage to the Bank's reputation.

8.4.2 Maturity Analysis of Financial Liabilities

The table below analyses the Bank's financial labilities into relevant maturity groupings based on the
remaining period af the statement of financial position date to the contractun] maturity date. The cash flows
presented are the undiscounted amounts to be settled in foture.

Berhan Bank
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0-30 31-= 00 01 - 180 181 - 365
ays days days Over 1 year Total
_30 June 2033 Birr'oon  Birroon Rirrooo  Birrfooo  Birr'ooo Bics' oo

Deposits from customers 040,406 675,646 1003460 1,351,392 37701481 33782204
[Pue to Banks & Other 3518408 - 5 . " 4,518,408
Institutions
Current 1ax liabilides - - 20T . - 0,077
Margins held on letters of - 365,273 - - & 365,273
creddit
Provisions . e gy

" 44,235 3453 4,554 13,000 A5
Retirement benefit 5O 1,018 1527 2,036 gh,705 104,795
ohligationa
Other liabilities B3.027 300,915 627,984 344,083 152467 1,509,576
Deferred Tax Lishilitics - - = - 275 5275
Total financial liahilities M‘itlﬁﬂ 1,947,115 1,725,309 "Tﬂiluﬁi 27,998,939 40,015,777

0-30 31-00 gi-180  181-365 Overa
doys days days days yoar
_j0 June 2022 Birr'ono  Birr'ooo  Birr'ooo  Birr'ooo  Birrooo

Deposits from customens 242455 520,546 7B0,E B L,041,000 25342366 26,027,375
Drue to Banks & Other 245,156 - - = £ 145,156
[nsitutions
Current tax liabilities - . 04,538 - - 54,528
Margins held on letters of - 454,304 it L - 454,904
credit
Provisions - 60,567 Bli5 7161 20,461 102,405
Retirement benefit 374 747 1,121 L495 T1000 74,737
obligations
Other liabilites 81,648 206,009 fi17.550 338,470 149,536 1L484,517
Deferred Tax Liabilities - - - - 17,857 17.857
Tolal financial Habllitles  2.769.633 1,342,068 1,388,217 21,601,620 28600689

8.5 Market Risk

Market risk is defined as the risk of loss that the fair value or future cash flows of a financial instroment will
fluctuate becanse of changes in market risk factors such as interest rates, foreign exchange rales, equity
prices, credit spreads and their volatilities. Market risk can srise in conjunction with trading and non-
trading activities of a financial institutions.

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

B.5.1 Management of Market Risk

1 v
The main objective of Mar L Management is to manage and control market risk exposures within
ecceptable parameters, . Fﬁ'g-ﬂq: relarn on risk. Markel gk s monitored by the sk
management dopartmen entify any sdverse movement in the underlying variables.
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(i)  Interest Rote Risk

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

The Bank's exposure 1o the risk of changes in market interest rates relates primarily to the Bank's
obligations and financial assets with flcating interest rates, The Bank is also exposed on fized rate financial
as5e18 &nd financial liabilities. The Bank's investment portfolio is comprisad of treasury bills, Ethiopian
povernment bonds and cash deposits.

The 1able below sets out Information an the exposures to fixed and variable interest instruments.

Non-inferest
doJunc zozy Fixed Floating bearing Total
Birr'oon  Birr'ooo Birr'ooo _Birr'ooo
A=srts
Cash and balances with hanks 85, Heg - 2 Haf Bro 3,733,724
Loans and advances 27,072,507 - 273,461 7,345,058
_Investment sacurities 3,833,005 - - B
Total 31,801,454 - 110,731 54,911
MNon-interest
a0 June 2023 Fixed Floating bearing Total
Birr'ooo__ Birr'ooo Birr'ooo Rirr'ooo
Assels
Cash and balances with banks 754425 - 2,389,014 3,143,439
Loans and advances 20,735,019 - 209,445 20,944,464
Investment securilies 5,309,528 - - 3,209 925
Total 24,789,372 = 2,508,458 37,387,831

(i1} Forcign Exchange Risk
Foreign exchange risk is the risk that the fair value or fubure cash flows of a financial instrument will
Nuctuate due o the changes In foreign exchange rates.

The Bank is exposed to exchange rate risks to the extent of balances and transactions denominated in a
currency other than the Ethiopian Birr. The Bank's foreign currency bank accounis aet as a natural hedge
for thess transactions, Management has set up & policy to manage the Bank’s foreign exchange risk against
its functional currency.

The tabls below sammarizes the impact of increases /fdecrenses of 10% on equity and profit or less arising
from the Bank's foreign denominated eash and bank balances.

The total foreign eurrency denominated assets and liabilities expoced to risk as at 30 June 2023 was Birr
210,505 million and 10 June 2022 Birr 67 million.

Forelgn currency denominated balances

30 June 2023 30 June zozz

Birr'ooo Birr'oon

Cash and bank balances 675039 315,738
Deposits/Liabilities 436434 382,970
P 219,505 (67.232)

Berhan Bank A
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Sensitivity analysis for foreign exchange risk

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

The sensitivity of the Bank's earnings to luctustions in exchange rates is reflected by varying the exchange
rates at 15% and 5% a5 shown below:

30 June 2023 a0 June 2022

— - Birr"ooo Birr'ono

USD cash ot Foreign and Cash Balances 675,939 915,738

15% eppreciation of Dallar 101,351 4?-351

_5% Depreciation of Dollar (13.797] (15,787)
67,504 21574

8.6  Capilal Management

The Bank's objectives when managing eapital are to comply with the capital requirements set by the
National Bank of Ethiopia, safequard its shility to continue as a going concern, and to maintain a strong
ﬂi'L:lL::Enm 50 28 to maintain investor, creditor and market confidence and to sustain future development
o usiness.

B.f.1 Capital Adequacy Ratio

According to the Licensing & Supervision of Banking Business Directive No SBB/50/2011 of the Naticnal
Bank of Ethiopis, the Bank has to maintain capital to risk wrighted assets ratio of B% at all times, the risk
weighted assets being caleulated as perthe provisions of Directive No SBB/'9/95 iasued on Auguast 18, 1995

The capital adequacy ratio is the quatient of the capital base of the Bank and the Bank's risk weighted asset
haze

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

Jo June o023 Fo June 2023
Birr'oon Birr'ooo
Capital

Capital contribation 3.350,433 3159025
Share Premium 15,847 13,632
Legal reserve B56,684 729.527
Other Reserve 206,983 71,80z
Regulatory Risk Reserve 403,104 254371
4.833,050 4,228,357

Risk weighted assets
Risk weighted balance for on-balance sheet items 28,042,056 19,967,229
Credit equivalents for off-balance Shest Items @, 7a,n5h 1,635,766
Total risk weighted assets 30,814,131 21,602,005
Risk-weighted Capital Adequacy Ratio (CAR) 16% 20%
Minimum reguired i B% %
L L =00 8% 12%
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8.7  Fair Value of Financial Assetls and Linbilities

IFRS 13 requires an enlity to classify mensured or disclosed falr values according to a hierarchy thal reflects
the significance of obhaervable inputs.

Al assets and labilities for which fair value 13 messured or disclosed in the financial staterments are
categorized within the fair value hierarchy, which comprises of three levels as described below, hased on
the lowest level input that is signifieant to the falr value messurement as a whole,

B.7.a  Valuation Models

15“5}3 specifies & hierarchy of valustion fechnigues bassd on whether the inpuls to those valuation
techriques are observable or unobservable. Observsble lnput reflect market data obtaived from
independent sources; unobservable inpasts reflect the Bank's market assumptions

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

Leved 12 Inputs that are quoted market prices (unadjusted) in active morkets foridentical assets or liabilities.

Level 2; Inputs other than quoted prices included within Level 1 that are observable for the asset or liakility,
either divectly (i.e, o5 prices) or indirectly (be. derived from prices) JThis category includes instruments
valued uslng: quoted market prices in active markets for similar instruments; quoted prices for identical or
similar instruments in markets that are considered less than active, or other valuation technigue in which
all significant inputs are directly or indireztly observable from market data.

In conclesion, this extegory is for valuation techniques for which the lowest level input that is significant to
the fair value measurement is directly or indirectly obsarvable,

Lavel 3: Inputs for the asset or liability that are not based on observable madket data {encbserable inpats).
This eategory includes all assets and Habilities for which the valuation techrigque inchides inputs not based
on abservable data and the unohservable inputs have a gsignificant effect on the assst or Hability's valeation.
This category includes fnstruments that are valued based on quoted prices for similar instriments for which
significant unobservable adjostments or assumptions are required to reflect differences between the
instruments.

B.7.2 Financial Instruments Not Measured at Fair Value - Fair value Hierarchy

The following table summarizes the carrying amounts of fnancial assets and liabilities at the reporting date
by thie lewel in the fair value hierarchy into which the fzir value measurement is categorized.

Gross

Carrying
goJune 2023 amount Level 1 Levelz Level 3 Taotal
Birr'ooo Birr'ooo Birr'oon Birr'ono Birr'ooo

“Financial assets

Cash and balances with 3,732,813 - 3,732,813 » 3732813
Leans and advances 27,837,288 - 27,827,248 - 27 Bar2B8
H : 3,893,784 3,807,784
aL560,100.70  3.803.784.00  35.453.884.70
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Financinl linhilities

Diepasits from customers 33,782,294 . 3,782,204 . 33,782,204
ther Habilities 1,500,576 - 1 = 1505, 576
eiizal 35,201,870 - 35,291,870 - 35,201,870
[Egel L]
Cn
goJirme sosg ||-|:?::f Level 1 Level 2 Level 3 Total
Blirr'ono Birr'oon Rirr'Don Hirr'ooo Birr'ooo
Finaneial asseis
Eli:nd balznces with A.143.501 - 3,143,500 = 3343500
n
Lozns and advances 21,320,531 - 21,320,551 - 21,320,531
Invesiment securites 330,231 - - 0,231 J390,231
Total 27,794,269 - 24.464,031.74 3.330,231.00 27,794.262.74
Financial liabilities
Diepasits from costomers ah,0a7, 275 = oh07, 275 - 26,027,375
_Other iabilities 144,517 ; 1,484,517 = 1484 517
Tatal 27,511,702 - 27,511,792 - 27,511,792

8.7.3 Transfers between the Fair Value Hierarchy Categories

During the reporting pariods covered by thess annual finansial statements, thers were o movemenfs
between levels as & result of significant inputs to the fair valustion process becoming oheervable or

unohservable,

8.8 Offsetting Financial Assets and Financial Liabilities
There are no offsetting arrangements. Financial assets and labilities are setiled and disclosed on a gross
basis.

Berhan Bank  Annual Report 2022723
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ao June 2023 o June aoza
Birr'ooo Bire'non
0 Interest Income
Interest on loans and advances 4,037, 566 2,807,134
Interest on investment securitics 251,474 217,194
Interest on deposits due from banks 102,793 fi, 050
'IIIE'IEH EIIEHIEHE
a0 June 2023 F0June 2ozz
Birr'ooo Birr'ooo
i Intercst Expense
Interest an Demand deposit {19,226) i{1g.65)
Interest on Saving deposits (2.073,064) (536,777}
Interest oo Time ils (933,275) {201,570}
Interest on borrowings from domestic banks (138,041) (53.336)
Interest expense — Leass (39,958) (33.727)
{1,603, 668) 1,245 086)

» SME finance project expense (19.96 millibire is reclassified from Interest on saving deposits to
Interest on borrowings from domestic banks as of 30 June 2022 but the total figare isnt affected
by the change,

11 Fees and Commission ITncome

Commission on letters of credit EH,156 G2, 023
Commission on CPOs, Cheques and FTe 1,670 1,452
Commission on guarantoes 122,782 ba,387
Fees Income 280,054 aha Tk
Commission on PO lssgancs 19,353 44.580
F12,015 Gl Gy
Fee and commission expense
Fee and commission Expense i76,842) {30.666)
(76,842) 2.0, 666]
Net fees and commission Ineome 335,173 B4b,014

»  From the total operating expense birr 4.4 mill reclassified from miscellaneous expense to fe and
commission expensa as of 30 June 2022,

g0 June 2023 3o Jume 2o
Birr'ooo Birr'ooo
1z Other Operating Income f ; .
Other income ] 39,700 149,788
188, 466 A0 414
228,166 457,207

CamScanner


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

Berhan Bank 8.C

Financial Statements

For the period ended 30 June 2023
Notes to the financial statements

From the total operating income bire 5.1 mill reclassified fram other income to fee income in Fees
and Commission Income as of 30 June 2022 bul the total Income lsn't affected by the change.

i June 2023 o June 2022
Birr'ooo Birr'ona
Impairment losses on Financlal Instruments
Loan Impairment Charge (207.763) {336,962)
Impairment Loss-Other Financial Assots (103,386) (7}
(311,149) (336,969)
a0 June zozq 30 June 2022
Birr'ooo Birr'oog
Personnel Expenses
Short term employee benefits @
Balarias {|1.u.ﬁ.|_5:|;:|;} {Eﬁﬂ,ﬂ-lﬂ}
Staff allowanees (226,354) {a6,700)
Overtime [20,386) (17.772)
Bonus - {45.606)
Training and Edwcation {49.123) (12,772)
Leave Payment (21.313) (15,267)
Fension costs = Defined contribation plan (115,0:3%) (51,170)
Provident Fund — Defined contributicn plan (11,105} [11,431)
Other staff expenses (82,558) [46,3:06)
(1,587 400} {1,201, B63)
Long term employee benefits :
Defined benefit plaps-Severance (28.870) (17.915)
(1.616,270) (i.,219,778)

Extra time work payment expense (11.0mill) birr 15 reclassified from mizeellansous expense in
other operation expense category to other staff expense in personnel expense as of 30 June 2022,
The management belief that other staff expense is faisly present extra time wark payment than

other operating expense,

o June 2023 g0 June 2022
Hirr'ooo Bilrr'ooo

Dl.hl:rﬁ:rlﬂn; E‘q:-l:nﬂ:l
Rent £ ’
Ledliems L] [10,645) {4.68)
Advertisement and promotions f j ~ (44,228} (27.725)
Saftware Maintenance Fee fi =i o {40,141} (a7.007)
i [N | (4,763 (873)
o R - {19,012) (17,632}
f {325) (344)
{B7,863) (83,902}
(B60) (1977)
o (449) (376}
(30,636) (24,565)
(16,163) (11.590)
(32,748) [22,025)
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Insursnee (25,717} (21,287)
Enfertainment 6,834) [4.559)
Fuel and lubricant {10,081) {4,708)
- Miscellaneous expenses {36, 626) (45950
License fors (294} (192}
Director fees [1,270) (1,260)
Fines and penadty (546] {B,552)
Loss on Torelgn exchange {168,941 {za7.003)
Loss on Revaluation or Disposal - (360)
I Impairment Loss - Property (75) (244)
| Imventory Write-Down Expense (15) (53]
I mpairiient Loss on Assets Held for Sale {10:0) -
1 18

16 Company Income and Deferred Tax
b Reconcilintion of effective tax to statulory tax

The tax on the Bank's profit before income tix differs from the theeretical amount that would arise using

the slatulony income tax rate as follows:

30 Junc 2023

g0 June 2032

Birr'ooo Birr'ooo
Current Income tax
Charge for the year: 57,230 04,665
Prior year (over) under provision 21,950 -
Dieferred income tax/{credit) to profit or loss 17,418 10,245
Tetal charge to profit or koss 5,600 104,914
Tax {credit) on other comprehensive income (63,095) fz1,541)
Tolal tax in statement of comprehensive income 4,514 B3.573
3o Junez2023  3o.Junezg2z
Birr'ono Birr'ooo
Profit before tax 505,235 583,436
Add : Disallowed Expenses
Entertainment 6,834 4,550
Domation 73 15,010
Sponsorship #,763 B3
Penalty : £46 8.552
Awards § ; 530 1,232
Accruad Leave Expense [ 1,913 15,267
Amartization of Right of Use asset ) I 248,240 186,844
Interest Expense on Lease Linbility 39,558 33,727
Logs = Froperty 75 244
Impairment Loss oo Assels Held for Sale ; eli] =
[nventory Write-Down Expense - 2 15 53
Provision for loans & other financial assets as per IFRS 311,149 336,969
Spverance Expense w8870 17015
Depreciation for IFRS accounti g, 21 Bo.ab3
Amortization for IFRS aceoun 3,778 2.785
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Prior Period Tax Expense - 27,605
Cash Indemnity Allowance 10,256 6,814
Employer Interest rate Benefit-IFRS [24,562) e
Employee Inferest rate Benefi-Tax 118,652 =
B8g,845 748,810
Less :
Depraciation for tax purpose 209001 148,933
Amaortization of Prepaid Rent and Lease 267,448 27,131
Provision for loans & other financial assets for tax NBE S0% 443,363 243,457
Severance Paid 17,463 3,560
Leave Faid 8,962 3201
Interest incomie taxed at source- forcign 2,825 =
Reversal of Severance Frovision -
Dividend ineome taxed a8 sodres 5.844 4040
Interest income taxed at source-MBE Bills and T-Bills 251,474 217099
Interest income taxed at source-Local Deposit 99,568 Gh,050
Gain from reversal of impairment allowance 157 112 22
Cash Indemnity Allowance Paid 3027 nz
Gain On Leas: Modification 42 2
1,304,754 1,006,684
Taxahle profit 100,327 315,563
Current tax at 3o% 57,008 O 66D
5% on interest on foreign deposits 141 4
Total tax in statement of comprehensive income 57.239 94,609
Average Effective Tax Rate: .46 168.23
The average effective tax rate is the tax expense divided by accounting profit.
30June 2023  30.June 2028
16b Current income tax linbility Birr'ooo Birr'ooo
Balance at the beginning of the year 94,538 127,052
Charge for the year 57,239 94,669
Capital gains tax - -
Income tax expense - -
Prior year [over)/ under provision-Employes discount benefit 21,052 -
WHT Notes utilized (115} (130)
_Payment during the year (94,538]) [127.952]
jd-nu.- at the end of the year i L 04,538

16c

Deferred income tax assess are recognized only to the extent that it is probable that future taxable profit will

B

: jh{ﬂr'lh& femporary differences can be utilized.
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a0 June

0 June =oEg RaJ-E:
Rirr'ooon Rirr' o

The analysis of deferred tnx assets/(linbilities) is ns follows:
To be recovered after mone than 12 months {17,857) {i7857)

To be recovered within 12 months -
(17.857)  {17.857)

Deferred income tax assets and labilities, deferred income tax charge/ (credit) in profit or losa (°F/LY; in
equity and other comprehensive income are atirfibutable 1o the following items:

Credit] Credit]

Deferred Income tox At 1 July (charge) to PfL {charge) to
assels/(Habilities): 2022 equity 30 June 2023

Birr' oo Birc'ooo Birr'ooo Birr'ooo
Property, plant and equipment 40,278 L5315 . 65,813
Provizions . - - -
Unreafised exchange gain # - - -
Tax losses charged to profit or loss . - = -
Post-employment benefit obligation (22.421) {8,127) - (30.539]
Total deferred tax
assels | (liabilities) 17,857 17418 - 35275

Credit) Credit)

Deferred income tax AtiJuly {charge) to P/L (charge) to
nsscts/(labilitics): Ro@l equity a0 June 3o

Birr'ooo Birr'noo Birr'oon Birr'oon
Property, plant and equipment 24,955 15,323 - 40,278
Provisions - - - -
Unrealized exchange gain - - - .
Tax lozsses charged to profit or loss = - - -
Post-employment benefit obligation (17,343) {5,078) - (22.421)
Totul deferred tax =

7612 10,245 2 17,857

J:-; /'\.‘:- 1 'I :

[
202223
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Berhan Bank 8.C

Financial Siatements

For the period ended 30 June 2023
Notes (o the financial statements

17 Cash and Cash Equivalents Ao June 2023 30 June 2022
Hirr'ooo Birr'ooo
17a  Cnsh and balanees with banks
Cash in hand local currency 1,746,191 1,583,181
Cash in hand forelgn corrency 23,010 7291
Placement with other Institutions 488,752 547550
Depaosits with foreign banks 653,829 248,447
_Balance held with Nationsl Bank of Ethéopia R E L fo7.023
Lroes peeount 3.732813 3.143,501
Less 3
1 Allowance for lmpainment- Bank Balances (8g) {62}
3.73%.724 3:143,439
Maturity analysis 30 June 2023 30 June 202z
Birr'ooo Birr'ooo
Current 1,322,113 1,307,H08
Noo-Carrent 2,410,700 1,855 700
: ?I ﬂ= 51& E,i&&ibt
Go June 2023 JoJune 2oz
Birr'ooo Birr'ooo
17h  Due from Banks & Other Financial Institutions 1
ATM Bettlement-0ff Us 211,913 400,395
Cheque Clesrance-Cratward 5450 2,603
Foreign Currency Receivable 56,062 21,265
Mobile Fund Transfer-047 s 3446685 444,942
2,719,910 Boy, 29

30 June 202y

A0 June oz

Birr'ooo Birr'ooo
17¢ _Restricted Fund Balance 2,410,700 1,835 700
*  The restrieted :"%mnu 7% of deposit balance maintained with Mational Bank of
Ethiopia. o -
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Berhan Bank 8,.C

Financinl Statements

For the period ended 30 June 2029
Motes lo the financial statements

30 June 2023 o June 202z
Birr' oo Rirr'ooo
18 Loans and Advances
i8a  Lonans and sdvances to customers
Agriculture 12,126 g,
Building and constraction BATTSTO o307, TE0
Domaestic trade and services 7,625,159 6,124,060
Expart L16g.467 1,156,413
Hotel and Tourism 425,270 A73.500
Health and Education Service 159,851 =
Impart LEg8,018 1,655,629
Manufacturing 2,881,224 2717370
Merchandise Loans A0, TR0 140
Crvendrafis 2,703,454 1,470,046
Personal loan 2,608,839 1,926,430
Pre-Shipment 1,149,808 241,977
Staff loan 2,236,378 1,659,143
_Transpart 419,987 459,055
Gross amount =8,801,045 22 176,528
Less: Impairment allowance {note 135)
Collective impairment
Stage 1 (194,483) (183,882)
Stage 2 (4,304} (1,765)
_Stage 3 (864,911} (670,347)
27,827,288 21,320,531
Less:
Interest in suspense (a2} (57049
Staff Loan Market Interest Adjustment [q11.309) (338.217)
Mt Loan Balanees 27,346,058 20,944,465
Maturity enalysis Ao June 2023 ao June 2oz
Birr'ooo Birr'ooo
Current 8,956,224 6,874,723
Non-Current 19,034,621 15,301 802
28,801,045 23,176,525

ifb  Impairment Allowanee for Loans and Advances
IFRS g key guidance on segmentation

(IFRS 9 B5.5.5) For the purpose of determining significant inereases 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
chareteristics with the objective of facilitating an analysis that is designed to enable significant increases
in credit rigk to be identifi aly basis.

In addition, common gt'@ Bank may consider before selection of a segrmentation criteria
include, but are not li ,

Berhan Bank
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Berhan Bank 5.C

Financial Statements

For the perod ended 30 June 2023
Notes to the financial statements

«» Customer grading methodologics and whether this (s reflective of the proposed segmentation erfterta;

=» HWow a Bank sets portfolio coedit concentration Kimits;

«» Management's experience with regards 10 historieal defaull trends;

=% Regulatory puldancs an credil reporting; and

= Financial sistement disclosures nnd enrrent eredit reparting struchires.
Based on the above facts the bank recognize the loss allowance by segmenting its portfolios into the

following chisters:
1. Agriculiure
2. Construction and Building (Including Hotel and Tourism)

4. Domestic Trade and Services (Including Transport and Communication, Health & Education Service)

4. Export and Imporis
5 Manufachuring

6. Personal Loans (Incloding Staff Loans and Disspora Loans)

A reconciliation of the allowanee for impairmest losses for [oans and advances by class, is as ollws:

Charge

As at 30 fior the
Collective allowance for impairment June 202z vear — JoJune 2023
= Birroon  Birr'ooo Birt'o0n
Allowance For Impairment - Agriculture {52a) (141} {Go1)
Allowanee For Loan Impairment - Building And Constracton (513.B52) (17.140] i6an,.g92)
Allswanee For Loan [mpairment - DTS (Bq.227) {5,458 {1hyg,711)
Allowanee For Loan [mpairment - Export and Imports (26,145) (92.341) (113,486)
Allowance For Loan [mpairment - Manufacturing {8,350} 5,518 (4,832
Allowanee For Loan [mpairment - Personal (5,723} (g72] (6.605)
Allowance For Loan [mpairment - merchandise loans - [177] {1771
Allowance For Loan [mpairment - Preshipment loags (44,818) (4.427) {49,245)
Allpweanee For Loan Impairment - Overdrafts (Br.a47) {592) (B7.239)
Allswanes For Loan [maairment - Eme steff loans {15) {3} (12)

Total - Collective Impairment (855,003) (207,76 1,063,756

Asat3o Charge for
Collective allouanee for impairment Junie 2021 the year  3o.June 202z
p— Birr'ooo  Birr'ooo Birr'ooo
Allowanee For Impairment - Agriculture (320) 200 [5z0)
Allswanee For Loan Impairment - Building Asd Copstruction (953.875) {250.077) (B13,B52)
Allowance For Loan Impairment - DTS [G1.765) (7.458) [6g, 73]
Allowance For Loan Impairmegt=Exp (40,889) 14,744 {26,145)
: {3026) [5,224] (8,350)
| (4.308) (1.41E) (5.723)
(g6) 96 .
(17,178) {27.540) (44.8:8)
(37.469) (49.87E) (B7.347)
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Berhan Bank 5.C

Financial Statements

For the period ended 30 June 2023
Notes to the financial statements

Allpwanere Fo i - (ql i} " {15)
Total - Co ve Impairment (519,032) (336,961) (R55,993)

19 Investment Securitles

go.June 2023 Ao June 022
Birr'ooo Birr'oon
i9a  Bonds and Bills 3,833,127 2,300,043
Less:
Allowance fior impairment - Bills & Bonds {124) (165}
Net Bond and Bills 3,833,003 3.299,028
19l  Eguity Investmenta 60,657 30,1738
Fair Value Adjustment = Equity Investments 245,957 94,635
Net Equity Investments Job,b1g _azg.763
Maturity analysis 30 June 2023 30 June 2022
Birr'ooo Birr'ooo
Current 3,833,003 3,299,928
Mon-Current 306,604 124,763
4,139,617 3.424.691

The Bank holds equity investments in Ethio Switch 8.C, Bechan Insumnco §,.C., Premier Switch Solotion
S.C and Debo Micro Finance 5.C. The percentage sharcholding for each equity investments is summarized
as follows:

Ethswitch 5. 27740160
| Berhan Insurance 5.C 10,057,806

Premier Switch Soluton 5.0 B.591.04
| Deba Micro Finance 5.C. __Lbé7 3.09% L6467 147315 |

Debo Mi Ay 1,667 — Bas% 1,667 1,463.03

VA YE Total Equity Investments [ 124,763 |
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Berhan Bank 5.C
Financial Statements

For the period ended 30 June 2023

MNotes o the financial statements

30 June 2023

o June 202z

Birr'ooo Birr'ooo
g0 Other assets
Financinl assels
Other Receivables 945,735 21,302
045:735 Ga1,302
MNon-financial asscts
Prepayments 38,209 34,143
Prepatd Staff Benefits 486,557 a8 Bag
524,766 432,046
Gross amount 1,470,501 1,044,248
Less :
Impairment allowance for Other assets 217,215 113,928
Net omouni 1,253,266 930,320
Maturity analysis a0 June 2023 30 June 022
Birr'ooo Birr'ooo
Currenl 575,080 279,006
Mon=-Current Bz, 286 651224
l.ﬂg,ﬂﬁﬁ w:u

goa Impalrment Allowance on Other Asgets

A reconciliation of the allowance for impairment losses for other aasels is as follows:

g0 June 2023 o June 2022

Birr'ooo Birr'ooo

Balance at the beginning of the year azh o8 2ah, 618
{Reversal ) fcharge for the year

Berhan Bank  Annual Report 2022/23
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Berhan Bank 8.C

Financial Statements

For the period ended 30 June 2023
MNotes to the financial statements

gob  Inventory
A breakdown af the items included within inventory i as follows:

o June 2023 g0 June 2022

- Blrr'oog Birr"ooo
Sundry materials 20,415 162491
Check books 5,167 4,788
Stmtinnary 17,731 8561
Printed matecialks 24,688 11,430
Draft and CPD 1,179 1,204
Revenue stamp 74 55
Gross amount =28 42454
Les=; <
Allowance for Inveatory Write-Down {:E! (6]

_TH,179 42,393

zoc  Non-Current Assets Held for Sale Ao June zoey a0 Junes 2023

Birr' oo Birr'ooo

Assets Held for Sale LB 536 58,536
Lezs:

Allowance for Impairment Assets Held for Sale (495) (395}

5804 58,141

The non-current assets held for salecomprises repossessed collaterals. The bufldings are not impalred while
the vehicles showed decrease in value as indicated by the fair value assessment,
21 Investment Property

Investment property is property (land or a building—or part of a building—or both) held to eam rentals or
for capital appreciation or both.

= Investiment property i3 initially measored at cost.
= The Bank uses fair valoe model through Profit or Loss for subsequent measurement of (nvestment
propery.

- Any gain or boss resulting from either a change on the fair value or sale of an investment property is
immediately recognized in profit or loss with in change in fair value of investment propecty.

" -

T -
Berhan Bank - Anfbal Report 2022/23
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Berhan Bank S.C

Financial Statements

For the pericd ended 30 June 2023
Notes to the financial statements

22  Intangible Assets

Computer software
Birr'ooo
Cost:
As al 1 July 2021 20,733
Arquisitions 4,965
Dh‘ﬂn] =
As gt 30 June 2022 25008
As at1.July 2ogs 25,008
Anguisitions =
_Disposal :
_As at 30 June 2023 25,008
Aceomulated amortization and impairment losses
Ag at 1 July 2oz 8,705
Amortizstion for the year 3,785
Impairment losses =
As at 3o June 2022 12,489
Asat 1 July zozz 12,489
Amertization for the yesr 3773
Impairment losses =
As at 30 June 2023 16,2673
Met book value
As a1 30 June 2022 12,600
As at 30 June 2023 8,835

Berhan Bank Annual Report 202223
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Berhan Rank 8.C

Financial Statements

For the period ended 30 June 2023
Notes to the inancial statements

L] Property and eguipmicent

Buildings Motor (ffice and Furnitore Computer  Right-of- Tutal
vehicles other and and  use asset
equipment fttings sccessorics
Birr'ooo  Birr'ooo Birr'ooo  Birr'ooo Birr'ooo  Birfooo  Birr'ooo
“Cost:
As nt o Julyzoza 42,950 260,828  a77,b6i0 148,204 146,186 B73.868 1,757,947
-h-l_idiﬁnm 28 564 1105, 7000 Q0,361 83.B7 f0,247 450,269 Ba3.Baz
Dicsposaly - [Bo0) {1,725] - - = (2:324)
Reclassifieation - & - . - & i
As ot 30 June
_2oaz Fobi4 379,938 366,247 232,075 206,434  1.324.3136 2.570.444

Accumulated amortization and impairment losses

An at o July 2o 2,149 53,003 89,318 58,723 1] 150 i, B2
Charge for the year 790 13386 7,767 16,075 21,445 156,844 276,307
Impairment Loss = 104 ar 103 - wig
Diisposals = [479) {1.079) - = = (1558)
As ol 30 June

2022 2,979 B7,921 196, 100 54.836 65,017 458,094 775816
Cast:

As at 01 July

e e i, 6ig 379,038 Fhi6, 247 232,075 206,434 1,324,136  2.570.444
Additions = 121,520 106,842 Q050 B7.070 476,913 BaLbo4
Dispogals - - (4} - (71) - (75}
H‘.EfJu:::ifm_n.ﬁm = - . = = =
Asal 30 June

:ma =0,614 EﬂI:!EE ﬂ:ﬂgﬁ ﬂlllly ﬂﬂlﬂt liﬂﬂﬂﬂﬂ.ﬂ Eﬂj,nﬁ,]

Accumulated amortization and impairment losscs

Asal o1 .'.ll.ﬂx 2021 2,930 67,921 126,110 54,836 65,017 438,094 5. H1b

Charge for the year 1,283 10,712 46,937 28,035 32,253 248,240 367,451

Imipatrment Loss - = 75 [54) (5] = [f5a]

Disposals - - {2} - (a1 = aal

As at fo June

2023 4,223 78,633 173120 Ha Hi7 97,155 707,234 1,143,181

Net book value =

AS 3t 30 June 2022 67,675 12,018 0,1 177,239 141,417 865,142 1,803,626
[T 422,625 2000965 230308 176,378 1,003,215 2,207,882
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Berhan Bank 8.C

Financial Statemienis

For the period entded 30 June 2023
MNotes to the financinl statements

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

Bulldings Motor  Office and Furniture Computer

vehicles other and fttings and

equipment accessories

As at 30 June 2023 = = 45 g 63
As at 30 June 2023 . 1,361 a5 0.9 *

a4  Liabilities

a0 June 2023

a0 June 2022

Birr'ooo Birr"ooo
240  Dueto Banks & Other Institutions
Cheque Clearances-Inward 0,103 4,953
ATM Settlement-On Us 08,243 250,182
Mobile Furd Transfer-On Us 3410973 00,021
3.518.408 345,156
z4b  Deposits from Customers 30 June 2023 g0 June 2022
Birr'ooo Birr'ooo
Demand deposits B,0.49,876 BO72, 780
Savings deposits 21,770,027 18,209 468
Time depasits F062,991 1, 745.027
33,782,204 26,027,375

» Abusiness saving acoount with the amount of 2.6 bills is reclassifisd from demand deposit tosaving
deposit for 30 June 2022 but the total depasit balance is not afected by the change.

a0 June 2023 o June zozz
Birr' oo Birr'ooo
Bomrowings 550,028 =

¢ The Source of borrowing §s the National bank of Ethiopia (NBE) with a contractual rate of 16% per

annum. The bank uses its Treasury bills as 3 means of collateral,

J"'-"’r';-_iﬂ??::"fu~ : 30 June 2023 30 June 2022
g s W g Birr'ooo Birr'o0o
- e
Margins held on :rﬁl?\ A 454004

365,273

QiRRET |

ol

e

i
| mﬁq
e 1

& AANCYY

al Barhan Bank /
\ ) : J; /)
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Berhan Bank 8.C

Financial Statements

For the period ended 30 June 2023
Notes to the financial statements

24c  Other Liabilities A0 June 2023  J0June 2022
e Birr" o Blirr'oon
Financial Liabilities
Banking instruments payables 214,716 B 931
Unearned Income 41,842 32,723
Lease liability 460,574 360,226
Total Financial Linhilities =21,192 487,880
Non-Financiol Liabilities
Tax and Other Obligations 54,800 58,672
_Sundry payables = 733,644 937,965
Total Non-Financial Liabilities 788,444 096,637
Total Financial and Non-Financial Liabilities 1,500,576 1,484,517

Breakdown af Tax and Other Obligations:

Fo June 2023 F0June 2022
Birr'ooon Birr'ooo
Employer Pension Cont B,087 10,2348
Incarme Tiax Payable 27,784 6,083
Stamp Duty Charges 4,787 7422
Incame Tax on Sawings Interest 7277 545
Withholding Tar-Local 1,356 1,511
Value Added Tax-Vat Papabie 1,713 e
Withholding Tar -Technizal Service-Abroad 674 TaT
Cost Sharing Expense Payabie - 1
Rewverse Taxatfon Payable E32 47
Employes Fension Cont 543 G567
_Royalty Tax 47 =
54,800 58,670
24d Provisions

a0 June 203 o June 2o2e
Birrfooon Birr'ooo

Leave Pay 65,052

Bonus Payable -

65,052
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Berhan Bank 5.C

Financial Statemenis
Far the period ended 30 June 2029
Notes to the financial statements
24e  Hetirement Beneft Obligations go June 2023 a0 .June 20232
Bire noo Birr'nng
Defined benefits labilities:
Mole 24
_Severance pay () 101,705 74.737
Liability in the statement of financial position 101,705 74,737
Income statement charge included in personnel cxpenses:
Severance coals Note 24(0) 20, BT 17,515
Total defined benefit expenses 28 870 17,915
Remeasuremenis for:
Eemeasurement gains/(losses) Note 24(0) {16,151] [2.571)
2 {16,151) (2,571)

The incomne staterment charge included within personnel expenses iscludes current service cost, interest
enst, past service costs on the defined benefit schemes.

Maturity analysis 30 June 2023 30 June 2022
Birr'ooo Birr'ooo
Current 13,0593 o541
Non=Current 83,702 4,106
10,7095 T4.737
24l Severance Pay

The Bank cperates an unfunded severance pay plan for its employess whi have served the Bank for 5 vears
and above and are below the retirement age (ie. has not met the requiremest to atcess the pension fund or
Provident Fund). The final pay-out is determined by reference to current henefit’s level (monthly salary)
and number of years in service and is calenlated as 1 month salary for the first year in employment plos 1/3
of monthly salary for each subsequent in employment to a maximum of 12 monaths final monthly salary.

Below are the details of movemnents and amounts recognized in the financial statements:

A

30 June 2023 g0 June 2022

Birr'oon Birr'ooo

Liability recognized in the financial position 101,795 74737

30 June 2023 30 June 2022

Amount recognized in the profit or loss Birr'ooo Birr' oo

Current service cost 10,188 B.aro
Imterest cost 18 682 0,645
] 28 810 17,915
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Berhan Bank 8.C

Financial Statements

For the period ended 30 June 2023
Notes to the financial statements

248  Retirement Denefit Obligations (Contd)

Amount recognized in other comprehensive incomae:
Actuarial {Gains)/Losses on demographic assumptions

Actuarial {Gains)/Losses on economic assumptions 8.560.00 (7.010)
Actuarial (Gains)/Losses on experience 7,541.00 ,581
1ﬁF]§_1 z.571

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

] June 023

i Junie OED

Birr'ooo Blrr'ooo
(Liability)/ Asset at hoginning of perind 74,737 57.811
(Expense)/Income recopnized in OCI 7,501 0,581
(Expense)/Income recopnized in Profit and Loss 28,870 17915
Remeasurement (gains)/ losses 8,560 (700)
Benefits paid {17,063} (z560)
Al the end of the year 104,705 74,737

The significant actuarial assumptions were as follows:

i)

i)

Financial Assumption Long term Average

o June 2023y A0 June TOXL

Birr'ooo Birt'ooo

" Dizcount rate (p.a) 20.60% 24.60%
Inflation Rate 15.10% 17.30%
Long term salary Increase rate (p.a) 17.10% 19.40%

Muortality in Service

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

Martality rate
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Berhan Bank 8.C
Financial Statements

For the period ended 30 June 2023
Notes to the financial statements

zqh  Retirement Benefit Obligntbons (Contd)

i}  Withdrawal from Servdco
The withdrawal rates are a5 summarited below:
_ Age ~ Resignation rates per annum —
) 15008 |
25 1GOM: e
a0 10.00%
as i 1l 1
4o s.00% |
15 BT NS T ST S
e ED¥ .00
25 Ordinary Share Capital
a0 June 2029 g0 June zoz2
Birr'ooo Birr'oo0
Authorized:
Crrdinary shares of Birr 1,000 each 3:350,433 3159025
Issued and fully paid:
_Ordinary shares of Birr 1,000 each
“Share Premium (Met of tax) 15,847 13,632

As at 30 June 2023, the suthorized share capital of the Bank comprised of 3,350,423 ordinary shares with
a par value of Birr 1000. Issued and fully peid ordinary shares, which bave a par value of Birr 1000, carry

one vole per share and carry a right to dividend.

The holders of ordinary shares are entitled to recelve dividends as declered from time to time snd are

entitled to one vote per share at General Meelings of the Bank.

26 Retained Earnings
a0 June 2odg g0 June zozs
Birr'ooo Birr'ooo
At the beginning of the vear / 235,631 #7563
Profit / (loss) for the year AL 508,626 478,522
Transfer to legal reserve | {127,157) {119,631
Dividend provided for / paid / (235,631) (87,563)
Director's Share of Profit (1,425) (1.588]
Prior Period Tax Expense (24.918) B
Transfer (o Reg‘uhmn' :F.iak B.Hm'e (148,733) [i2i674)
e lqﬁ._:tqq 2;5.&:]1

20
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Berhan Bank 85.C

Financial Statemenis

For the period ended 30 June 2023
Motes 10 the financial statemerits

Prior period tax expense occurred due to additionnl tax bevied by the Tax authority in connection with
employees discounted interest benefit for the pedod ended o020 and acai.

27 Legal Reserve

FoJune 2023 go June 2022

Rirr'ooo Birr'ooo

Al the beginning of the year S E5T Gig Boh
Transfer from profit or loss 127,157 119,631

At the end of the year Bh 684 720,527

The NBE Directive No. SBB/4/05 requires the Bank to transfer annually 25% of its anoual net profit to ts
legal reserve account until swch aceoum equals iis capital. When the legal reserve account equals the capital
of the Bank, the amount to be transferred to the legal reserve account will be 10% (ten percent] of the annual

aet prafs.
2 Other Reserves:

30 June 2023

30 June 2022

Birr'ooo Birr'ooo
Other comprehensive income :
Remeasurement Gain or Loss on Defined Benefit Plans (18.074) [=2,827]
Movemenl in fair value reserve-equity instruments 245457 G4.625
206,983 71,802
Income tax relating to Other comprehensive ineome @
Remeasurement Gain or Loss on Defined Benefit Flans {11,642 (6,847
=11, 682 =, 847
MNet Other comprehensive ineome
_Remeasurement Gain or Loss on Defined Benefit Plans (27,282) {15,076)
- (27 282) (15,976)
Income tax relating to Other comprehensive income :
Movement in fair value reserve-equity instruments 73,787 28.588
Th.787 28,358
HNet Other comprehensive income :
Movement in Gir villue resere (equity iestrunents) 172,170 66,238
172,170 Gib, 238

29 Hegulatory Risk Reserves:

g0 June 2023

0 June zoza

Birr'ooo Birr'ooo
At the beginning unhe Year 254,371 132,607
ﬂmus_fsrﬁ‘ﬂm.-"!ﬂ HH ey E’g'@pgﬁe:!lmbh Provision 86,804 11,792
g ed Earail nded Interest 61,529 109,581
403,104 254,371

g1
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Berhan Bank 8.C

Financial Statements

For the period ended 30 June 2023
Notes to the financial statements

The Regulatory risk reserve |8 o non-distributable reserves required by the regulations of the National Bank
of Ethiopia 1o be kept for Impakrment losses on loans and receivables in excess of IFRS charge as derived
using the Expected Croedit Loss Model,

Where the loan Inss impairment determined using the Mational Bank of Ethiopia gubdelines is higher than
the loan loss impairment determined using the Expected Credit Loss Model under IFRS, the difference is
tramsferred to regulatory risk reserve and it i non-distributable ta the owners of the Bank.

Where the loan Joss impatrment determined using the National Bank of Ethiopia guidelines is lower than
the loan loss impairment detormined using the Expected Credit Loss Model under [FRS, the difference is
tranaferred from regulatory risk reserve to retained earnings to the extent of the non-distributable reserve
previoisly recognized.

In addition the suspented interest from non-performing loans which is recognized as income under IFRS
is transferred w regulatory risk reserve and it is non-distributable to the owners of the Bank.

a0 Earnings per Share

Motes qoJune 2023 go June 2022

Birr'ooo Birr'ooo
Met profit attributable to ordinary equity holders Go&, 626 a7, 5232
Weighted average number of ordinary 3,256,597 3,069,008
Basic Earnings per share of Birr 1,000 156,18 15502
Refained earnings balance available for distribation to
ordinery equity holders 24 196,394 235,631
Weighted average number of crdinary shares 3,256,607 2:.069,008
Met Basic Earnings per share of Birr 1,000 Gin. 30 T8

Basic earnings per share (EPS) is calculated by dividing the net peofit for the year attribitable to ordinary
equity holders of the Bank by the weighted average number of ordinary shares outstanding during the year,

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

31 Related Party Transactions

Parties are considered to be related if one party has the ability to control the other party or exercise
gignificant influence over the other party in making finaneial or operation decisions, or one othor party
oantrols beth,

There sre companies which are relsted to Berhan Bank through common shareholdings or cormmon
directorships.

In the normal course of business, 8 number of banking transactions are entered into with related parties
iz, stall, directors, their sssociates i i
and foreign currency ransac
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Berhan Bank 5.C

Financial Statements

For the period ended 30 June 2023
Notes to the financial statements

aml 1o companies nssociated with directors. Contingent linbilities include guarantees and letters of credit
for companies azssocinted with directors.

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

gm  Loans and Advaneces

a0 June 2023 a0 June 2022
Birr'oon Birr'ooo
Compunies associobed with directors
Al the beginning of the year 109,470 o, 251
Net movement during the year 120,655 13.210
Al the end of the year 239,125 T4 T
Guarantees and letters of credit to companies sssocisted with
directors = -

The sbove putstanding balances arose from the ordinary course of business and are substantially on the
game terms, including interest rates and security, as for comparable bransactions with thind-party
counterparties

B0 June 2023 a0 June 2oz
Birr'ooo Birr'ooo
Directors
At the beginning of the vear 50,018 45,504
Net movement during the year 23,493 144 14
At the end of the year H3.411 59,918
Guaraniees and letiers of credit to directors . -
These loans and advances are performing and are adequately secured.
g1b  Deposit by Directors and key management personnel
a0 June 2023 g0 June 2022
Birr'ooo Birt"ono
At the beginning of the year i85 1,072
Net movement during the year (5.584]) 6,114
At the end of the year 1,627 7185

qic  Key management compensation

Key management has been
Management of the Bank. Th _ |

sales or purchase of goods

d to. be the members of the Board of Directors and the Executive

il or payable to key management is shown. There were no

e Bank and kéy management personmsel as at 3o June
|
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Notes to the financial statements

a0 June 2023 a0 June 2oz

Birr'ooo HBirr'oon

Salaries wnd other short-term employee benefits 24,406 0,420
Post-employment benefits - :
Termination benefits - 2,107
Sitting allowance 2,848 2.0
Other expenses a1 [
47,353 43,673

Compensation of the Bank's key management personnel includes salaries, mon-cash benefits and
contributions to the post-employment defined benefits plens,

3id  Directors and Employees

i} The average number of persons {exchuding directors) employed by the Bank during the year was as
fodlows:

g0 June 2023 o June zo22

In Number I Mumber

Professionals and High Level Supervisors 20 G
Sami-professional, Admimistrative and Clecical 388 B4
Techaician and Sldlled - 5
Manual and Custodian 108 oo
516 1,208

fi) The table below shows the number of emplovees (excluding directors]), who earned over Birr 25,000
s emoluments in the year and were within the bands stated.

g0 June 2oz Fo June 2ozz

In Number In Number

25,000 - 40,000 381 368
40,001 = G O 2 209
60,001 = 100,000 54 T
Above 100,000 g 4
=i 588

92 Contingent Liabilities
gza  Claims and litigation

The Bank is a party to numerous legal actions brought by different organizations and lmhvlduils arising

from its normal business operations. The maximum exposure of the Bank Lo these legal agat 30 June

2021 is Birr 61.85 million. Appropriate is5i gﬁ [d in the financial stalements. [n additon, the
o)

bank has claimed by the tax authority rels the bank appeal to the Federal Democratic
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For the period ended 30 June 2023

Notes to the financial stalements

Itrpur"ﬂ!: of Ethinpis Tnx .H.p-pu| Commibesion and the maximum oxposere of the banlk i 1H4 ET

Claims by the bank

The bank has inetituled subte against third parties arising from the normal course of business. Thers i no
poisible claim arising from setilement of these cases as at 30 June 26273,

32b  Contingent linbilities and commitments

The Bank conducts business involving performance bonds and guarantees. These instruments are given as
o security o support the performance of a customer to third parties. As the Bank will only be required to
meet these obligations in the event of the customer's default, the cash requirements of these instroments
are expected to be considerably below their nominal amiounis.

The table below summarizes the fair value amount of contingent liabdlities for the acoount of customers:

o June 2023 30 June 3022

Birr'ooo Birr'ooo

Guarantees issued and outstanding 3,008,344 1,673,454
Commitments on letters of credit net of margin paid 46,749 272,506
Loans approved but not disbursed L642 612 772,229
4 757.705 L7y LA

33 Commitments

The Bank has commitments, not provided for in these financial statements, as of 50 June 2025 Birr
170.Bmillion (30 June 2022: Birr 172.5 million) for purchase of varicus capital items.

T4 TFRS if - Leases

The Bank leases a number of branch and office premises. The leases typically run for a peried of 5 to 10
years, with an option to renew the lease after that date. For some leases, payments are renagotiated every
five yiears 10 reflect market rentals. Some leases provide for additional rent payments that sre based on
changes in local price indices.

For short-term and for leases of low-value items, the Bark has elected not to recognize right-of-use assets
and lease liabilities for these leases.

i. Right-of-use assets

Right-of-use assets relate to leased branch and office premises that are presenbed within property and
equipment.

In millions of ETH 1~Jul-23 |  1~Jul-az
| Balance at 1 July 865, 14295 B0t 718 |
| Degreciation charge for the year (248,240) | (286,844)

Additions 476,313 | 450,269 |
| Balance at 3o June 2023 1,003,215 | 865,142 |
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Berhan Bank 8.C

Financinl Statements

For the period ended 30 June 2023
Notes to the financial statements

. Amiounts recognized In profit or loss

In mviilinns of ETH go-Jun-23 | jo-Jun-22
Interest on lease linhilities (a0.05R) (33.727)

iii. Amounts recognized in statement of cash Nows

In millions of ET8 m%
Tutal cash oatflow for leases (&2, q6g) I
iv. Extension options

Most leases of offlce premises contaln extensbon options exercisable by the Bank before the end of the non=
cancellable contract period. Whers practicable, the Bank seeks to [nclude extension options in new leases
to provide operational flexibility. The extension options held are exercisable cnly by the Bank and not by
the lessors, The Bank assesses at lease commencement date whether it is reasonably certain to exervize the
extension options. The Bank reassssces whether it is reasonably certain to exercise the options if there is a
significant event or significant changes in circumstances within its contrel.

35 Events after reporting period

In the opinion of the Directors, there were no significant post balance sheet events which could have a
material effect on the state of affairs of the Bank as at 30 June 2023 and on the profit for the period ended
o that date, which have not besn adequately provided for or disclosed,

ouBagIzns i ¥
(1)11-00
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