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Berhan Rank 8.C
For the period ended 30 June 2024
Directors, professional advisers and reglstered office

Unmpany registration number
BL/AA 2 fnonagya/aong

Directors (4s of July 1, 2024)

Ato Eligo Legesse Mot Chairperson Appointed on | % April 2024
Ata Ermias Girma Tekle ViChairperson Appointed on 1% April 2024
Wro. Meron Gezahegn Seifu Member Appointed on 19 April 2024
Alo Sibu Ayele Erefa Member Appointed on 19 April 2024
Ato Jaleta WordefTa Gurarma Member Appointed on 19 April 2024
Ato Biniam Bedewi Mohammed Member Appointed on 19 Apnl 2024
Dr. Lemma Degefa Gudeta Member Appointed on 19 April 2024
D, Abaydar Kettema Woldeeab Member Appointed on 19 April 2024
Dr. Aynalem Abayneh Mamo Member Appointed on 19 Apnl 2024
Ato Danel Wondimu Wolderufael Member Appointed on 19 April 2024
Alo Girma Mamo Milky Member Appointed on 19 April 2024

Executive management (ds of July 1, 2024)
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Ermias Tefera Shawel President Appointed on 08- Jan-2024
Bethiehem Getachew VP - Comporate Service Appainted o 24-January 2024 |
Metafera |
Eolomon Assefa Haile VP- Operations Appainted on G1-January 2023
Amanuel Tadese WiGebriel VP - Customer Accounts and Digital Banking Appointed on 24-January 2024

[esia Bekalo Sapa VF - Surategy and Markefing Aﬁﬂﬁin:tﬂ on 26-December

!
Rodas Solomon Avweitu Acting VP-Chizel Information Officer Appointed on 01-June-2022

Wale Yires Yigzaw

Adsizan Viee President-Hhaman Capital

Appointed on 1-July 2023

Management
Bethlehemn Fetene Shawil Execudive Assistant to the President Appointed on 19-Feb 2024
Daniel G/Medihin Kehsay Acting Director - Research ond Business Appointed on 23-Jenary 2024
Developmeni
“Desalcgn Fisschatsion Director - Finance and Accounts Appointed on 25-Jan-2014
HAdiaseh
Belay Mebeat Tegen Director - IT Application Suppod and Appointed on 156-December-
Development 2021
Rahel Alem Ayalew Diirector -Digital Banking Application Appointed on 24-Seplameber-
2021
Yared Apade Wubneh Diirector- Engineening & Valuation Appointed on 28-0¢ct-2015
Asscfa Taye Ketema Direcior- Legal Service Appointed on 26-June 2020
Bayiza Milkessa Filla Director- Portfolio Management & Appointed on 23-January 2024
Credit Follow-up
Antenek Mekonnen Maru Director- Risk Management and Compliance Appeinted on 23-Nov-2016
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Rerhan RBank 5.0

For the period ended 30 June 2024
Mrectors, professlonnl ndvisers and reglstered office

Themas Desalegn Beyene

Director - Trarsformation &
C]‘umﬁu Munnﬁurrum Ofifice

Appointed on | 6-Aprl 2024

Shimelis Tesfaye Refa

Dhrecior, Internal Awdid

Appointed an 3 [-Mar-2023

Masreslsa Hollemickaezl
Gonfa

Director-Corporae Customer & Relstionship

Appointed on 01 -par-2017

Abey Berhane Embeza
Elza Ketema Gelire

Director-Credin Analysis and Appraisal
Direcior - Marketing and Commumication

Feyera Ejeta Gunmessa

Darector-Digital Financial Service

Anrainied an 23-fonuary 2034
Appoinied on 23-Januory 2024
Appointed on 01 -Tanuery 202 |

Tilahun Endris Seid

Diirector - Talent Developmen!

Appoeinted on 23-Apnl-Z024

Semenowit Abadi Kenaw

Appointed on 0] -pdar-2017

Chagrmawi Kasahun Mengesha

DJ'rtl:lnr—PI:mﬂihE_Uﬂﬂ atrniegee Mansgement
Dieector - Trade Service

Appointed on 23-January 2024

Kidist Abreham Kidane

Diirector = Custormner Aceounds &
Resouree Maohilization

Appointed on 23-January 2024

Teslave Many Abate

Director-Treasury and Invesiment

Lule Tana Avana

Habiemanyam Cebeyehu
Tepe

Diirector - Research and Business Development
Deputy Dircctor- Legal Senvices

Appointed on 0 [=Mar-2008
Appointed on 23-Jamiary 2024
Appointed on 01-July 20K2

Meisaret Tilahm Leliso

Dicpaty Director- Share Administration

Appointed on 2B-Tanusry 202 |

Binyam Mesfin Demeke Director - Facility Manogement Appointed on 23-January 2024
Sirak Amare Shifieraw Director - Talent Management Appointed on 23-January 2024
Hagos Herhane Desta Directer - South Addis Distict Appointed on 23-Janwary 2024
Dereje Getanch Tesema Director - East Addis Distnet Appointed on 23-Tanuary 2024
-'_El'm:.-ﬂ Girma Taye Director-South Dhstrict #ppointed on 01-January 2022
Fikremarkos Yigrem [rirectar- West Addis District Appointed on D&-Tanary 2023
Mekonnen
Solomon Tadesse Depu Director - North Addis District Appointed on 23-January 2024
Daniel Methewos Meja Drirector - East District Appointed on 23-January 2024
Tamiru Behaga Dikte Acting Director - Comporate Customer and Appointed on (5-Fabruany-
Relationship inid

Kibebe Gerwork lembers

Depaty Director- Customer Accounts and
Reseurce Mobilization

Appointed on 01-July 2022

Solomon Ayalew Legesse

Depaty Director - Rehabalitation and
Development

Appointed on 23-Jenuary 2024

Fikadu Assela Kebede

Depaty Directos- Finance & Accounts

Appointed on 01-July 2022

Mehesetu Awang Lamtechn
Mebivou Seid Mobammed

Dieputy Diarector - Facilmies Management

Appomted on 23-January 2024

Deputy Director - Performance Management
Svatem

Appointed on 23-January 2024

Yared Ashenal Berhanu

Acting Dircctor - [T Infrostructure

Appinied on 25-May 2023
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Berhon Bank 8.C
For the period ended 30 June 2024

Directors, professional advisers and registered office
Independent Auditor

Kokeb and Melkamu Audit Parinership
Chartered Centified Accounts/URS
P.0O. Box 11645

Fax:0115522688

Email: Kokmelki@gmail com

Addis Ababa

Ethiopia

Corporate office

TK Intemational building
China - Africa Square
P.O Box 387 - 1110
Addis Ababa, Ethiopia

Company secrefary

TK Intemational building
China - Africa Square
P.OBox 387 - 1110
Addis Ababa, Ethiopia

W fm
Principal bankers
Bank | COMMERZ BANK AG.602601 FRANKFURT AM MAIN.GERMANY Swill ¢ode: COBADEFF

Bank 2 ECO BANK, PARIS EBI 5A GROUPE Swifl code: ECOCFRPP

Bank 3 ECOBANK KENEYA LIMITED, NAIROBI KENEY A, Swifi code: ECOCKENANNX

Hank 4 0DD0 BHF AKTIENGESELLSCHAFT, FRANKFURT AM MAIN DE, Swifi code- BHFBDEFFS00
Bank § CAC INTERNATIONAL BANE, DIIBOUTI DJ, Swift code: CACDDIIDXXX

Bank & EXIM BANK(DNIBOUTI) 5.A, DJIBOUTI DI, Swift code: EXTHDIDXXX

Bank 7 BANK OF BEIRUT (UK) LTD-LONDON, Swift Coder BREAGBIL

Bank § AKTIF BANK: ISTANBUL, TURKEY; Swifi code:  CAYTTRIS

Bank 9 ECR BANE KENYA LIMITED,; Swift code ~-KCBLEENX XXX

Bank 10  AFRICAN EXPORT IMPORT BANK.CAIRO.EGYFT:SWIFT CODE AFXMEGCA
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Berhan Bank 8.0
Report of the Directors
For the period ended 30 June 2024

The directors submit their report iogether with the financial statements for the period ended 30-
June 2024, 10 the members of Berhan Bank 5.C ("Berhan® or the "Bank"). This report discloses
the financial performance and state of affairs of the Bank.

Incorperation and address

Berhan Bank 8.C was incorporated in Ethiopia in October 2009 az a privately owned financial
institution, and is domiciled in Ethiopia.

Principal activities

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

Resulis and dividends

The Bank's results for the year ended 30 June 2024 are set out on the Statement of profit or loss
und other comprehensive income. The profit for the year has been wransferred to retained camings.
The sumnmarized results are presented below.

30 June 2024 30 Jume 2023

Birr'000 Hirr" 000
Revenue 4 577,533 3,140,055
Profit f (loss) before tax 1.507,7E5 605,235
Tax (charge} / credit {319.573) {95, 605)
Prafit ! (loss) for the year 1,188,212 S08,626
Other comprehensive income / (loss) net of taxes 217,056 144 588
Todal comprehensive Income | (loss) for the year 1,405,168 53,514

Direciors

report.

-

Ao Elipo Legesse
Chairman of the Board of Directors
Addis Ababa, Ethiopia
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Rerham Rank 8.0
Stmtement of [Mrectors' Responsibilithes
For the perled ended 30 June 3024

In sccordance with the Banking Business Proclemation No. 59272008, the National Bank of
Ethiopan (NBE) may direct the Bank 1o prepare financial siatements in accordance with
witernationnl fnancial reporting standards, whether their designation changes or they are replaced,
from time 1o time.

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

a) Exhibit clearly and correctly the state of its affairs;
b)  Explain f1s ransactions and financial position; and

<) Enable the Motional Bank to determine whether the Bank hod complicd with the provisions
of the Banking Business Proclamation and regulations and directives issued for the implementation
of the aforementioned Proclamation.

The Bank's Directors accepts responsibility for the annual financial statements, which have been
prepared using appropriate accounting policies supported by reasoneble and prudent judgements
and estimates, in conformity with Intermational Financial Reporting Standards, Banking Business
Proclamation, Commercial Code of the Federal Democratic Republic of Ethiopia 2021 and the
relevant Directives issued by the National Bank of Ethiopia®

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

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

Nothing has come to the astention of the Directors to indicate that the company will not remain a
going concern for al least twelve months from the date of this statcment.

Signed on behalf o Directors by:

e

Ado Eligo Legesse
Chairman of the Board of Directors
IF'-S-#,PFM

I.. II
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Kokeb & Melkamu Audit Work Partnership

J Certified Accountants [(UK) & WCHtARE WY YYA (PTL) WS
Authorized Auditors PHATPATD »ALCYH

INDEFENDENT AUDITORS' REFORT TO THE SHAREHOLDERS OF

Report on the Audit of the Financial Statements
Oipinion

In m:!'npinkn_ the accompanying financial statements present fairly, in all material respects, the financial
" position of Berhan Bank (5.C.) a5 a1 June 30, 2024, and its financial performance and its cash flows for
ihe year then ended in accordance with International Financial Reporting Standards (IFRSs).

-‘
i We have sudited the financial statements of the Bank, which comprise the Statement of Financial Position
as @l June 30, 2024, 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 1o the financial
R statements, including a summary of significant accounting policies.
Basis for Dipinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Owr

" responsibilities under those standards are funther deseribed in the Auditor s Responsibilities for the Audic

af the Financial Statements section of our repert.

We are independent of the Bank within the meaning of Code of Fthics for Professional Aceountants issued

by the International Federation of Accountants (IFAC) and have fulfilled our other responsibilities under
those relevant ethical requirements. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a hasks for our opinion.

Key Audit Matters

Key audit matiers are those matters that, in our professional judgment, were of most sipnificance in our
audit of the financial stafements of the current period.  These matters were  addressed in the context of

our gudit of the financial sistements as a whole, and in forming owr 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 repor.

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
Imternational Finamcial Reporting Standards and the Banking Business Proclamation No. 39272008,
Banking (Amendmeni) Proclamation 115%/2019, and directives and circulars issued by the National Bank
of Ethiopia, and for such intermal control as management determines is necessary 1o enable the prepara! on
of financial statements that are free from material misstatement, whether due to fraud or eror.

In preparing the financial statements, management is responsible of assessing the Bank's abali f o
continue s & going concern, disclosing as applicable matiers related going concern and using the  oing
concern basis of accounting.

Thoss charged with governance are responsible for overseeing the Bank's financial reporiing pn o8ss.

Auditor's Responsibilities for the Audit of the Financial Statements

ﬁﬁg,q‘::gm obtain reasonable assurance about whether the financial statements as a whole are
rom_miaferial misstatement, whether due to fraud or error, w hu:r‘tl'heﬁ ial stat.menis arc
eparcd, in_scpordance with IFRS, the relevant provisio of Code of F alopia

L — el el Ll Ll

L=l
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i“P6. Box 33645, Addis Ababa,
; Telephone +251-11-616-69-
E-mail:kokmelk@gmail.com
Mobile Tel +251-911-20-37-78 & +251-911-51-61-46

]

oL WYL

el .
¥

CamScanner


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

'-x PhN NS DANOD PREY M ACHE T9UNC

- Kokeb & Melkamu Audit Work Partnership

Certified Accountants (UK) & WCt4EE K@Y YED (¥) kG
Authorized Auditors PTAPRPATOD RAICH

2021, the Ranking Rusiness Proclamation Mo, 59272008, and the Banking (Amendment) Proclamation

I_h"" 115872019, and 1o issue and auditor's report that includes our opinion. Reasonable assurance is a high

ol level of assurance, and not a guarantee that and nudit conducted in accordance with 15A(s) will always

detect a material statement when it exits. Misstatements can arise from fraud or error and are considered

i mal_urinl if, individually or in the aggregate, they could reasonably be expected to influence the economic
4 decisions of users taken on the basis of these financial statements.

B As par of an audit in accordance with ISAs, we exercise professional judgment and maintain professional

skepticism throughout the audi we also;

' *  ldentify and assess the risks of material misstatement of the financial statements, whether due to

—— fraed or error, design and perform audit procedures responsive to those risks, and obtain audit

evidence that is sufficicnt and appropriste to provide a basis for our opinion. The risks of not

" detecting a material misstatement resulting from fraud is higher than for one resulling from ermor,

£ as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the ovemride

of intemal control.

®  Ubtain an understanding ol internal control relevant to the audit in order to design andit procedures
—- that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Bank's internal cantrol.

* Evaluaie the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosure made by management.

'i * Concluding on the appropriatencss of management's use of the going concern basis of accounting
| and, based on the sudit evidence obtained, whether a material uncerainty exists related o events
or conditions that may cast significant doubt on the Bank's ability to continue as a going concem.
If 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 modify our opinion. Our conclusions are based on the audit evidence obtained up to the data of
= our auditor's report. However, future events or conditions may cause the Bank to cease to continue
:E as a going concem.

We have communicated with management of the Bank regarding. among other matters, the planned scape

and timing of the audit and significant audit findings, incleding any significant deficiencies in internal
__] controls that we identified during our audit.
3 Report on other Legal and Regulatory Requirements
8 We have no comment 1o make an the report of your Board of Directors insofar as it relates to the financial
y statements and pursuant to Aricle 349 (1, 2, & 3) of the Commercial Code of Ethiopia 2021. We
- recommend the approval of the financial statements. ]
The Rank"s Board of Directors, afler deducting tax, legal reserve, and other d:dmhn:a‘q.hls recommended
- to the General Assembly of Sharcholders that BifT 34 be distributed as dividend % ﬁ
_2 the proposed dividends are subject to ap ers, we have no reservation
Kokeb & Melkamu Audit Partnership Addis Ababa
i Chartered Certified Accountants (LK) Seplember 19, 2024
= i in Ethiopia
—
A
I _ ,
— !
! ox 33645, Addis Ababa, Ethiopia
elephone +251-11-616-69-56
- E-mail:kokmelk@gmail.com
Mobile Tel +251-911-20-37-78 & +251-911-51-61-46
-
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Berhan Bank 8.C
Statement of Profit or Loss and Other Comprehensive Ineome

For the period ended 30 June 2024

30 June 2024 30 June 2023

Moics e (i) Bire" 000
Interest income 9 5,112,154 4,391,533
Intcrest expense 1] (1,796,517)  (1,603,668)
Net Interest Income 315,637  1,787.865
Fees and commission income 11 K36,526 512015
Fees and commission expense 11 (79,807} (76,843
Net Fee and Commission Income 756,719 435173
Dhher operating income i¥ 418,261 228 1ea
Total Operating Income 4,510,617 3,451,204
Loan Impairment Charge 13 [44 207 (207,763)
Impairment Loss on other Financial Assets 13 (77.291) (103,386)
Net Operating Income 4,577,533 3,140,055
Personne] expenses 14 (2,076,281}  (1,616,270)
Depreciation of property and equipment 13 {197.107) (36T.461)
Amornization of imangible sssets 12 (3,784} (3,773
Other operaling expenscs 15 {592,576) [547.315)
Total Operating Expenses (3,069,748) (2,534 820)
Profit Before Tax 1,507,785 615,235
Income tax expense 16 {(319.573) (96,600
Profit for the Period 1,188,212 508,626
her Comprehensive Income (OCI) Net of Income Tax
Items that will mot be reclassified to profit or loss:
Remeasurements of Defined Benefit Liability/Asset-Net of Tax 18 (36,343) {¥7.282)
Movement in fair value reserve (FYOCT equity instruments)-MNet of 8 253394 172,170
Tax
Total Comprehensive Income for the Year, Net of Tax 1,405,268 653,514
Profit Atiributable to Equiliv Holders 1,188,212 508,626
Eamings per share of Birr 1,000
Basic Exrnings Per Share 30 350,33 156,18
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Herhan Rank 8.0
Stutemiend of Vinancial Paslilon

Fur the period ended 30 June 1024

M) June 2024 30 June 2023
Notes Birr' 000 Birr'000
ASRKETS
Cpaly and Balances with Banks 17 4030915 3732724
Mue from Banks & Other Financial Instilulions 17 037387 3719919
Lowns and Advances o Cusiomers % 29,202,233 27 346,058
Equity Investments 19 460,152 304,614
Bonds and Bills 1 3,604,270 3 ,B33,003
Dhher Assets 20 1,550,695 1,253,266
g 20 152,044 78,179
Non-Current Assets Held for Sale 20 214,641 58,041
Intengible Assels 11 5,052 5,835
Property and Equipment 13 2,505,395 2,297 852
Restricted Fund Balance 17 2,549,700 2,410,700
Twotal Asscis 46,021,506 45,045,221
LIABILITIES
Drue to Banks & Other Institutions 24 STRA1E 3513408
Deposits from Customers 24 36,552,193 33,782,294
Current Tax Liabilities 16 286,389 79077
Margins Held on Letters of Credit 24 567,992 165,273
Borrowmngs 24 - 359,028
(hher Liabilitics 24 LOss 912 1,509,376
Provisions 24 230,027 63,052
Retirement Benefit Obligations 14 136,483 101,795
Deferred Tax Liabilitics 16 67,295 33,275
Total Liabilities 39,808,311 40,015,777
EQUITY
Share Capital 15 3,447 898 3,350,433
Share Premium 25 16,372 15,847
Retained Eamings 26 GH] (HE 196,394
Legal Reserve 7 1,153,737 B56,684
Oher Reserve 18 310,080 206,983
_Regulatory Risk Reserve 19 604,020 403,104
Total Equity 6,213,195 5,029,444
Total Liabilities and Equity

The financial statemengs ywere approved and authorized for jpe by the board of directors on 19-Sep-
2024 and were signed belalf by: '

2

—r

Ao Eligo Legease
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Statemment of Chamges li Vgiliy

Perhnn Rank 8.0
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Berhnn Bank 8.0

Statement of Cosh Flows
For the period ended 3o June 2024
T i June 2024 30 Jume 2023
- Notes ire'000 nirr'000

Cash Nows from operniing ectivitics

Profli bee fove nas 1,8iF7, TRS 605,135
Adfraxtmarad for:

Losar i mrpad roe it clirges i3 { 144, 207) T 63
bpalrmiei |omses on olber aesets I8 TR 1, 386
Armarisation of inamgi e ascia 11 1, TR4 3973
Deprecintion and impairmest of property, plost and oguiprent 1 1T LRk
Impairment Lassiliain) Asseq Hald for Sale 1% 45 [Ey
Allownece far Irveniory Write-Down 1% S8 15
Cinim oni Dispoasl of Progerty Piont And Bqul pme el net) (173,330 (Z)
Ciniim from revarsal of ngpoirment llowanss (71 (15T
Imerest Expense on Lease Linhiliny 1tk 42,316 k[-H-LY ]
Peyimeml of Severance Benefii [ 5.0 {17,575)
Cain'Loss (O Lease Mﬁmﬂuhﬂmg o 0.35 i)
Carh Fiow Frow Cperaden bofore Changey in Forkimg Capdrar LASF1I3 12 590
Decreass {nereasc} in Loans & Adveisces excluding provision 18 {1.927.445) (6,7 14,320)
Deersass {ncrease} in Mon current adeel Beld for salke e (156545} E
Drecreass {Increase] in Oiher Assets 0 (1 365956) [ 320,089
Deveeass {Inerease) in Ressiced Fund Balances 17e {130,000% (573,000}
Irerense [ Decrease) in Deposis 2dh 1060, B 7.755.019
leerease {Ducreasa) in Margin Held Acooum ddb 202,719 L HEER ]
Increase (Decrease) in Other Lisbilities 2av {406,221} 47 447
Decrsase {Increase] Inventory ik (T4 454} {15, 800)
Dwcrasss {ncrease} D from Barks & Coher Flnens (al Indintsams 17b 21,783 532 (2,530, 826)
lresesse (Decrease} In Provision 2id 184,975 {37.253)
Docroass {Increase) Due o Banks & Chiher [nstintians 24n {2,990, 350) 173,252
Increase | Decreass) Reirenent beneflt obligatiors-Charge fos the yoar  29e 38,772 28570
Caxk Crenerared From peralion

Withhalding Tax Paid {1, 1643 R 1E3]
Praft mx Paid 6l {(TR,07TT) 5 358
Prior Period Tax (#1543 {34,918)
Bet Cash fow from Ope mting Activities T0E] 4&T 1,5&1 190
Cash Flow From Investing Acoibvities

Parehase of Property and Fqul proest I3 (%, T (B 04
Purchase af Inmngible Assces FH - .
Irnvestment in WNBE Bills [ 228,677 4333 .034)
levestmeni io Shares % (AT 40T 351
Freceeids fromsal i and ogai __1 T1TA0R 44
Boer esh fTow firoas ITrveriing Actiwiies 240, 848) {1, 425,208)
Cash Flaw From Finsacing Activitios

Chralisgry Siares Tssucd is QTGS 191 408
Share Peemninem Reeeived 35 515 2215
Dividends paid i3 {196,35%4) (235,630
Increase (Decrease) Bomrowing 2au {539,02H) 519,028
Principul Lease Paymemn 34 (75,027} (£2,169)
Direciors Share of Prolit - {1,425}
Ner Canh fTaw from Finaaciog Acitoiiles (7iK 355} 453,226
Chasges in Cashand Cash Equivalents 1.107,255 539,313
Cash and Cash Equivaléns at the Brginning of the Year 1,732,813 3,143,500
Casis Bolance sl gnd of the yonr A HA0BEE A TITELY
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Berhan Rank 8.C
Motes o the Filnaneial stotements

I Reparting Enifty

Berhan Bank SC ("Berhan® or the "Bank®) is a private commercial Bank demicile in Ethiopia, The
Bark was registered and licensed by the National Bank of Ethiopia on 27 June 2009 in accordance
with Article 304 of the Commercinl Code of Ethiopia. The Bank is primarily involved in providing
eorpomte and refail banking services in the country. The Bank's registered office is af:

Bole Dildive TK Imtemational Building

P.()Box 387 Code 1110

Addis Abaha

Ethiopia

The Bank is principally engaged in the provision of diverse range of financial products and services
to 8 wholesale, retail and SME client’s base in Ethiopian Market,

2 Basis of Accounting

These consolidated financial statements have been prepared in accerdance with IFRS Standards.
They were authorized for issue by the Bank s Board of Directors on | 19-5ep-2024].

Details of the Bank's accounting policies and including the changes thereto are included in the
noles,

3 Functional and Presentation Currency

Thesc consolidated financial statements are presented in Ethiopian Birr (ETB), which is the Bank's
functional curency. All amounts have begn rounded to the nearcst million, except when otherwise
indicated.

4 Significant accounting estimates and judgements

Judgements

The preparation of the Bank’s financial statements requires manapement 10 make judgements,
estimates and assumptions that affect the reported amount of revenues, expenscs, assets and
lizbilities, and the accompanying disclosures, as well as the disclosure of contingent liabilities.
Unceriainty about these assumptions and estimates could result in outcomes that require a material
adjustment 1o the carrying amount of assets or lisbilities affected in future periods.

In determining the carrying amounts of certain assets and liabilitics, the Bank makes assumptions
of the effecis of uncertain future events on those assets and liabilities ot the balance sheet date, The
Bank's estimates and assumplions are based on historical experience and expeciation of future
events and are reviewed periodically. Further information aboui key assumptions concerning the
future, and other key sources of estimation unceriainty and judgemeni are set out in the relevant
disclosure notes for the following areas:

& Credit impairment

.l .l' LT ] ""a_
s Financial instruments measured at fair value H -

L Hel T
qu--r«'l-'nl
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& Provisions for liabilities and charges

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

- Establishing the criteria for determining whether credit risk on 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 business model within which the asseis are
held and assessment of whether the contractual terms of the financial asset are SPPI on the
principal amount oulstanding.

Assumptions and Estimation Uncertainties

In determining the carrying amounts of certain assets and liabilitics, the bank makes assumptions
of the effects of uncenain fuiure events on those assets and liabilities at the balance sheet date. The
bank’s estimates and assumption; are based on historical experience and expectation of future
events and are reviewed penodically.

Information about assumptions and estimation uncertainties that heve a significant risk of resulting
in & matcrial adjustment in the year ended 30 June 2024 are included in the following notes:

— Impairment of financial mstruments: determining inputs into the ECL measurement maodel,
including incorporation of forward-looking information

= Determination of the fair value of financial instruments with significant unobservable mputs.

— Measurement of defined benefit obligations: key actuanal assumptions.

— Recognition and measurement of contingencies: key assumptions about the likelihood and
magniude of an outflow of resources,

— Impairment of financial instruments: key azsumptions used in estimating recoverable cash flows.

5 Accounting Policies
Changes in significant accounting policies
i) Definition of Accounting Estimates — Amendments to [AS §

In February 2021, the IASBE issued amendments to IAS B, in which it introduces a definition of
‘accounting estimates’, The amendments clarify the distinction betwesn changes in accounting
estimates and changes in accounting policies and the correction of errors. Also, they clarify how
enlities use measurement techniques and inputs to develop accounting estimates.

The amendment does not have any material impact on the Benk _——
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ily IFRS 17 — Insurance Confracts

IFRS 17 establishes the principles for the recognition, measurement, presentation and disclosure
of insurance contracts within the scope of the standard. The objective of IFRS 17 is to ensure that
an entity provides relevant information that faithfully represents those contracts. This information
gives a basis for users of financial stalcments to assess the effect that insuranee contracls have on
the entity's finencial position, financial performance and cash Mows.

This standard does not have any material impact on the Bank.

iii) Amendments ta IAS 1 Presentation of Financial Statements and IFRS Practice
Statement 2 Making Materiality Judgements—Disclosure of Accounting Policies

The IASE amended 1AS 1 10 require entities 1o disclose their material rather than their significant
accounting policics. The amendments define what *material accounting palicy information’ is and
explain how to identify when accounting policy information is material, They further clarify that
immaterial accounting policy information does not need to be disclosed. ITit is disclosed, it should
not ebscure material accounting information.

The amerdment does not have any material impact on the Bank.

iv) Deferred Tax related to Assets and Liabilities arising lrom a Single Transaction -
Amendments fo IAS 12

The amendments to TAS 12 Income Taxes reguire companies o recopnize deferred fax on
transactions thal, on initial recognition, give rise to equal amounis of taxable and deductible
temporary differences. They will typically apply to transactions such as leases of lessees and
decommissioning obligations and will require the recognition of additional deferred tax assets and
liahilities,

The amendment does not have any material impact on the Bank.

New accounting standards in issue but not yet effective

A number of new standards end amendments o standards are effective for annual periods in 2024
and beyond and earlier application is permitted; however, the Bank has not early adopred the new
and amended standards in preparing these consolidated financial sralements.

The bank shall apply the amendments when it is due. However, the new and amended standards
arc not expected 1o have a significant impact on the Bank's consolidated financial statements.

J—
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_Notes to the Financial statements
Title Description Fiffect te

Amendments 1o In Janunry 2020, the IASB issued amendments to | The amendments are
IAS It paragraphs 69 lo 76 of IAS | to specify the effective for annual periods
Classification of requirements for classifying lishilitics as current | beginning on or afler
Linhbilities as or non-current. The amendments ¢larify: Tanuary 1, 2024, Earlier
Current or Non- - what is meant by a right to defer settiement. | application is permitted.
turrent * That a right to defer must exist at the end of

ihe freporting penad.

* That classification is unaffected by the
likelihood that an entity will exercise its deforral
right.
* That only if an embedded derivative in a

convertible liability is itself an equity instrument

would the terms of a liability not impact i

classification, =
Amendments to The emendment 1o IFRS 16 specifies the The amendments are
IFRS 16 - Lease requirements that a seller-lessee uses in effective for annual periods
Liability in & Sale | measuring the lease liability arising in a sale and | beginning on or after
and Leaschack leaseback transaction, to ensure the scller-lessee | January 1, 2024,

does not recognize any amaount of the gain or loss

that relates to the right of use it retains.

However, the requirements do not prevent the

seller lessee from recopnizing any gain ot loss

arising from the partial or full termination of &

lease

5.1 Going Concern

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

5.2 Summary of significant accounting policies

The principal accounting policies applied in the preparation of these financial staterments are set
oul below, These policies have been consistently applied to all the years presented, unless

otherwise stted.

5.3  Rasis of preparation

The financial statements for the period ended 30 June 2024 have been prepared in accordance with
International Financial Reporting Standards ("IFRS") as issued by the International Accounting

Stendards Board ("IASB®). Additional information required b

where appropriate.

-‘|.I
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___‘I The finencinl staterments comprise the statement of profit or loss and other comprehensive income,
the statement of financial position, the statement of changes in equity, the statement of eash Mows
J and the notes (o the finoncial statements.

The financial statements have been prepared in accordance with the going concern principle under
the histarical cost concept except the following:

-

-Fair value through other comprehensive income and fair value through profit and loss, financial
assets and financial liabilities and investment praperties measurced at fair value;

) -Assets held for sale - measured at fair value less cost of disposal; and

- -The liability for defined benefit obli gations recognized at the present value of the defined benefit
obligation less the fair value of the plan assets and plan assets measured at fair value

The preparation of financial statements in conformity with IFRS recuuires the use of certain eritical
accounting cstimates. It also requires management to exercise its judgment in the process of
v applying the Bank's accounting policies. Changes in assumplions may bave a significant impact
on the financial statements in the period the assumptions changed. Munagemenl believes that the
underlying assumptions arc appropriate and that the Bank's financial statements therefore present
the financial position and results fairly. The areas involving a higher degree of judgment or
complexity, or areas where assumptions and estimates are significant to the financial statements,
are disclosed in Note 4,

54  Foreign Currency Translation

aj Functional and presentation currency

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

b) Transactions and balances

Foreign currency transactions are translated into the functional currency using the exchange rates
prevailing at the dates of the transactions. Foreign exchange gains and losses resulting from the
settlement of foreign currency transactions and from the translation at exchange rates of monetary
assets and ligbilities denominated in currencies other than the Bank's funciional currency are
recognised in profit or loss within ether (loss)income, Monetary ilems denominated in foreign
currency are translated using the closing rate as at the reporiing date. Mid exchange rate (which is
the average of the selling exchange rale and the buymng exchange rate) is used by the Bank in
connection with the revaluation of foreign curréncy items.

[ T I S A SSEN i S —

-

Changes in the fair value of monetary securities denominated in foreign currency classified as fair
viilue through other comprehensive income are analyzed between ranslation differences resulting
from changes in the amortised cost of the security and other changes in the carrying amount of the
security. Translation differences related to changes in amortised cost are rr.::ng'nlsed in profit ar
loss, and other changes. ing amount are recognised in othidr co
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Translation differences on non-monetary financial assets and liabilities such as equities held at fair
value through profit or loss are recognised in profit or loss as part of the fair value gain or loss,
Translation differenees on non-monetary financinl assets measured ol Tair value, such as equilies
classified ns fair value through other comprehensive income, are included in other comprehensive
income,

55 Net lnterest Income

Interest income for financial assets held at either fair value through other comprehensive income
or amortised cost, and interest expense on all financial liabilitics held at amortised cost is
recopnised in profil or loss using the effective inlerest meathod,

The effective interest method is a method of caleulating the amortised cost of a financial asset or
@ financial liability and of allocating the interest income or interest expense over the relevant
period. The efMective inleres! rate is the rate that discounts estimated future cash payments or
receipts through the expected life of the financial instrument or, when appropriate, a shorter period,
to the net carrying amount of the financial asset or finencial liability, When calculating the
effective interest rate, the Bank cstimates cash flows considering all contractual terms of the
finencial instrument (for example, prepayment options) but does not consider future eredit losses.
The calculation includes all fees paid or received between parties to the contract that are an integral
part of the effective interest rate, transaction costs and all other premiums or discounts. Where the
estimates of cash flows have been revised, the camying amound of the financial asset or lability is
adjusied to reflect the actual and revised cash flows, discounied at the instrument’s original
effective interest rate. The adjustment is recopgnised az interest income or éxpénse in the period in
which the revision is made.

5.6  Recognition of income and expenses

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

The Bank, cams income from interest on foans and advances, invesiment in shares, deposit with
other banks, purchase of Bills and Bonds, letter of credits, letter of guarantees and other
operalional services.

5.7  Interest and Similar Income and Expense
Calculation of Interest income and expense

The effective interest rate of a financial asset or financial liability is calculated on initial
recognition of a financial asset or a financial Hability. In calculating interest income and expense,
the effective interest rate is applied 1o the gross carrying amount of the asset {when the asset is not
credit impaired) or 10 the amortised cost of the lability. The effective interest rate is revised as a
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However, for financial assels that have become credit-impaired subseguent to initial recognition,
interest income is ealeulated by applying the effective interest rate to the amortized cost of the
financial assel, If the asset is no longer credit-impaired, then the calculation of interest income
reverts fo the gross basis, For Mnancinl assets that were credit-impaired on initial recognition,
interest income is calculated by applying the credit-adjusted effective interest rate to the amortised
cost of the assel,

Met interest Incame
In millions of ETB Jun-24 Jun-23
nberest income 5,112,154 2,791,533
nterest expense {1, 796.517] (1,603,668
Net interest income 3,315,637 2,767,865

EfTective interest rafe

Interest income and expense were recognised in profit or loss using the effective interest method.
The effective interest rate was the rate thet exacily discounted the estimated future cash payments
and receipts through the expected life of the financial asset or financial liability (or, where
appropriate, a shorter period) to the carrying amount of the financial asset or financial lkability.
When calculating the effective interest rate, the Bank estimated future cash flows considering all
contractual terms of the financial instrument, but not future credit losses.

The caleulation of the effective interest rate included transaetion costs and fees and points paid or
received that were an integral part of the effective interest ratc. Transaction costs included
incremental costs that were directly atiributable to the acquisition or issue of a financial asset or
financial liability.

Amortised cost and gross carrying amount

The "amortised cost’ of a financial asset or financial Hakility is the amount at which the financial
asset or financial lishility is measured on initial recognition minus the principal repayments, plus .
or minus the cumulative amortization using the effective interest metod of any difference between |
that initial amount and the maturity amount and, for financial assets, adjusted for any expected
credit loss allowance,

The *gross camying amount of a financial asset’ is the amortised cost of a financial asset before
adjusting for any expected credit loss allowance.

Presemtation

Interest income and expense on all trading assets and liabilities mre considered to be incidental to
the Bank's trading operations and are presented together with all other changes in the fair value of
wrading assets and lizbilities in net trading income,

Interest income and expense on other finencial assets and financial liabilities at FVTPL are
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5. Fees and Commission

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

A contract with a customer that results in 2 recognised finarcial instrument in the Bank's financial
staternents may be partially in the scope of IFRS 9 and partially in the scope of IFRS 13. If this is
the case, then the Bank first applics IFRS 9 to separate and measure the part of the contract that is
in the scope of IFRS 9 and then applies IFRS 15 to the residual.

Other fees and commission expenses relates mainly to fransaction and service fees are expensed
as the services are recejved,

59 Dividend Income

This 15 recognised when the Bank's right 1o receive the payment is established, which is generally
when the shareholders approve and declare the dividend.

510 Foreign Exchange Revaluation Gains or Losses

These are gains and losses ansing on setflement and translation of monetary assets and labilities
denominated in foreign currencies at the functional currency’s exchange rate at the reporting date.
This amount is recognised in the income satement.

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

511 Finonecial Instruments
a) Classification and measurement

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

The Bank classifies its financial assets into the following measurement categories: amortised cost;
fair value through other comprehensive income; and fair value through profit or loss. Financial
liabilities are classified as either amortised cost, or 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 reclassification.

The bank initially recognizes loans and advances, deposits, debt securities issued and subordinated
liabilities on the date on which they are originated. All other financial instruments are recognized
on the trade date, which is the date on which the bank becemes a party 1o the contractual provisions
of the instrument,

Subsequent to initial recognition, financial liabilities (deposits and debt securities) are measured
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A financial asset or financial linbility is measured initially at Fair value plus, for an item not at
FVTPL, transaction costs that are directly atiributable to its acquisition or issue.

Classification of Financinl Atzets and Financial Liabilities
i} Financial nssets

Financial assets which have SPPI characteristics and that are held within a business model whose
objective is to hold financial assets 1o collect contractual cash flows (“hold to collect") are recorded
at amortised cost. Conversely, financial assets which have SPPI characteristics but are held within
2 business model whose objective is achieved by both collecting contractual cash flows and selling
fimancial assets (“hold to collect and sell*) are classified as held at FVOCIL

Both hold 1o collect business and a hold to collect and sell business models involve holding
financial assets to collect the contractual cash flows. However, the business models are distinet 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 1o 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 held to collect business model can be made to manage
increases in the credit risk of financial assets but sales for other rensons should be infrequent or
insignificant.

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

The Bank shall measure a financial asset at amortised cost if it meets both of the following
conditions and is not designated st FVTPL:

o The asset is held within & business model whose objective 15 to hold assets to collect
contractual cash flows; and

o The contractual termes of the financial asset give nse on specified dates o cash flows that
are solely payments of principal and interest (SPPI).

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

& The asset 15 held within a business model whose objective is achieved by both collecting
contractual cash flows and selling financial assets; and
o The contractugl terms of the financial asset give rise on specified dates 10 cash flows that

are SPPL

Under IFRS 9 fair value changes are generally presented as follows: - the amount of change in the
fair value that is attributable to changes in the credit risk of the liability is presented in OCL; and
the remaining amount of change in the fair value is presgnied-in peofit or loss.
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O initinl recognition, an equity investment that is held for trading shall be clnssified st FVTPL.
However, for equity investment that is not held for wading, the Bank may irrevocably elect to
present subsequent changes in fair value in other comprehensive income (OCI). This election is
made on an investment=by-investment basis.

All other financial assets that do pot meet the classification eriteria al amortised eost or FVOCI,
above, shall be classified as measured al FVTPL.

In addition, on initial recognition, the Bank may irrevocably designate a financial asset that
otherwise meets the requirements (o be measured at amortised cost or at FVOCT as at FYTPL if
doing so eliminates or significantly reduces an aceounting mismatch that would otherwise arise.

No impairment loss is recognised on equity investments.
i} Financial liabilities

The Bank shall classify its financial liabilities, other than financial gusrantees and loan
commitments, as measured a1 amartised cost or FVTEL.

A financial guarantee is on undertaking/commitment that requires the issuer to make specified
payments to reimburse the holder for a loss it incurs because a specified panty fails to meet its
obligation when due in accordance with the contractual terms,

Financial guarantees issued by the Bank are initially measured at their fair values and, if not
designated as at FVTPL, are subscquently mensured at the higher of: the amount of the obligation
under the guarantee, as determined in accordance with IAS 37 Provisions, Contingent Liabilities
and Contingent Assets; and the amount initally recognised less, where appropriate, cumulative
amaortization recognised in accordance with the revenue recognition policies.

b) Fair value of financial asscts and liabilities

Fair value is the price that would be recelved to sell an asset or paid to transfer a liability in an
orderly transaction between market participants at the measurement date in the principal market
for the asset or liability, or in the absence of a principal market, the most advantogeous market to
which the Bank has access at the date. The fair value of a liability includes the risk that the bank
will not be able 1o honour its obligations.

The fuir value of financial instruments is generally measured on the bazis of the individual financial
instrument, However, when a group of financial assets and financial liabilities is managed on the
basis of its net exposure to cither market risk or credit risk, the fair value of the group of financial
instruments is measured on a nel basis.

The fair values of quoted financial assets and liabilities in active markets are based on current
prices. A market is regarded as active if ransactions for the asset or liability take place with
sufficient frequency and volume to provide pricing information on an ongoing basis, If the market
for a financial instrument, and for unlisted securities; ctive, the Bank establishes fair value
by using valuation techniques. ™
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Ethiopin does not have an active equily and securities markel The valuation of the equity
ivesiments were computed based on the price 10 book multiple valuation and the Enterprise

Value{EVEamings Before Intercat, Tax, Depreciation and Amortization{EBITDA) multiple
vinluation methods.

i} Initial recognition

Purchases and sales of financial assets and liabilities 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 recognised on the trade-date (the date on which the Bank commils to purchase or sell
the asget), Loans and advances and other financial assets held at amortised cost are recognised on
the settlement date (the date on which cash is advanced to the borrowers),

All financial instruments are initially recognised at fair value, which is normally the transaction

price, plus directly atiributable tansastion costs for financinl assets which are not subsequently
measured at fair value through profit or loss.

ii} Subsequent measurement

Financial assets and financial labilities held at amorised cost are subsequently carried at
amortised cost using the cffective interest method.

Equity invesiments designated at FVOCI are subsequently carried at fair value with all unrealized
gains and losses arising from changes in fair value recognised in other comprehensive income and

accumulated in a separate component of equity. On derecognition, the cumulative reserve is
trensferred to retained eamings and is not recyeled to profit or logs.

512  Derecognition of Financial Instruments
i) Derecognition of Financial Assets

The bank derecognizes a finencial asset when the contractual rights to the eash flows from the
financial assel expire, or it transfers the nghts 10 receive the contractual cash flows in a transaction
in which substantially all of the risks and rewards of ownership of the financial asset are transferred
of in which the bank neither transfers nor retains substantially all of the risks and rewards of
ownership and it does not retain control of the financial asset.

On derecognition of a fingncial esset, the difference between the caurrying amount of the asset (or
the carrying amount allocated to the portion of the asset derccognized) and the sum of

{1} the consideration received (including any new asser oblained less any new liability
assumed) and

(i)  Any cumulative gain or loss thet had been recognised i OCI is recognised in profit or
loss. Any interest in transferred financial assets that qualify for derecognition that is
created or retained by the bank is recugnif:cgjgj separate asset or linbility,

.4
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The bank enters inlo transactions whereby it transfers pssels recopnised on il statement of
financial position, but rewins either all or substamtinlly all of the risks and rewards of the
wransferred asscis or a portion of them, In such cases, the transferred asscts are not derecognized.

In tranzactions in which the bank neither retaing nor transfers substantially all of the risks and
rewards of ownership of a financial assct and it retains contral over the asset, the bank continues
0 recognize the esset to the extent of its continuing involvement, determined by the extent te
which it is exposed 1o changes in the value of the transferred assel

i) Derecognition of Financial Liabilitles

The bank derecognizes a financial liability when its contractual obligations are discharged or
cancelled, or expire.

Modifications of financial assets and fnancial labRites

iy Fimancial assels

If the terms of a financial asset are modified, then the Bank shall evaluate whether the cash flows
of the modified asset are substantially differeat.

If the cash flows are substantially differeat, then the contractunl rights to cash flows from the
original financial asset shall be deemed to hove expired. In this case, the original financial asset
shall be derecognized and a new financial nsset shall be recognised at Tair valoe plus any eligible
transaction costs. Any fees received as part of the modification shall be accounted for as follows:

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

— Cither fees are included in profit or loss as part of the gain or loss en derecognition.

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

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

Where the modification of a financial asset measured at amortised cost or FVOCI does not result
in derecognition of the financial asset, then the Bank shall first recaleulate the gross carrying
amount of the financial asset using the original effective interes: rate of the asset and recognizes
the resulting adjustment as a modification gam or loss in profit or loss. Any costs or fees incumed
and lees received as pant of the modification adjust the gross carrying amount of the medified
financial esset and shall be amortised over the remaining term ol the modified financial asset.
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Where such s modification is carried out because of financial difficulties of the borrower, then the
gain or loss shall be presented together with impairment losses. In other cases, it shall be presented
as interesi income caleulated using the effective interest rate method.

)] Financial liabilities

The Bank shall derecognize a financial liability when its terms are modified and the cash flows of
the modified liability are subsiantially differcn. In this case, o new financial liability based on the
modified terms shall be recognised at fair value. The difference between the carrying amount of
the financial liability derccognized and consideration paid is recognised in profit or loss
Consideration paid shall include non-financial assets transferred, if any, and the assumption of
liabilities, including the new modified financial labality.

Where the modification of a financial liability is not sccounted for as derecognition, then the
amorisad cost of the liahility shall be recaleulated by discounting the modified cash Nows at the
orginal effective interest rate and the resulling gain or loss is recognised in profit or loss. Any
costs and fees incurred ere recognised as an adjusiment to the carrying amount of the liability and
amorised over the remaining lerm of the modified financial liability by re-computing the effective
interest raie on the instrumeni.

5.03  Write-off

Loans and debt securities shall be written off (either partially or in full) when there is no reasonable
expectation of recovering the amount in its entirety or a pertion thereof. This is generally the case
when the Bank determines that the bormower does not have assets or sources of income that could
generate sufficient cash flows to repay the amounts subject to the write-off. This assessment shall
be carried out al the individual asset level.

Recoveries of amounts previously written off shall be included in “impairment lozses on financial
instruments” in the statement of profit or loss and OCIL

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

5.14 Renegotiated Loans

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

The contractual terms of a loan may be modified for a number of reasons, including changing
market conditions, customer retention and other factors not related o a curreat or potential credit
deterioration of the customer. An existing loan whose terms have been modified may be
derecognized and the renegotiated loan recognised as a new loan ol fair value,

.y %
T, -"""_"‘-1.“1
e '-....h.

CamScanner

JAOCY Y

Berhan Bank

¥
W
mn



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

Rerhon Bank 5.0
MNotes Lo the Financinl statements

515 Collasteral Valuation

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

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

.06 Collateral Repossessed

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

517 Offzetting Financial Instruments

Financial assets and liabilities are offset and the net amount reperted in the statement of financial
position where the Bank has 2 legally enforceable right to offsct the recognised amounts, and there
i5 an intention {0 settle on a net basis or realize the azse! and setile the Bability simualtansously. O
if the Bank may enter into amangements that do not meet the criteria for offsctting but still allow
for the related amounts to be set off in certain circumstances, such as Bankruptey or the termination
of a contract.

Income and expenses shall be presented on a net basis only when permitted under IFRS, or for
gainz and losscs ansing from a group of similar transactions such as in the Bank’s trading activity.

5.18 Cash and Cash Equivalents

*Cash and cash cquivalents® include notes and coins on hand, unrestricied balances held with
central bank and highly liquid financial assets with original maturities of three months or less from
the date of sequisition that are subject to an insignificant risk of changes in their fair value, and
are used by the bank in the management of its short-term commitments.

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

Property and equipment is stated ol cosl, net of accumulaled depreciation and accumulated
impairment logses, if any. Such cost includes the eost of replacing part of the property and
equipment if the recognition criteria are mel. When significant paris of property and equipment
are required to be replaced ot intervals, (the Bank recognizes such pars as individual assets with
specific useful lives and depreciates them accordingly. All other repair and maintenance costs are
recognised in income statement os incurred,

Subsequent costs are included in the asset’s carrying amount or recognised as o separate assel, as
appropriate, only when it is probable that future cconomic benefits associnted with the item will
flow 0 the bank and the cost of the ftlem can be measured reliably. The carrying amount of the
replaced part is derecognized.

Deprecintion is calculated using the straight-line method to allocate their cost to their residual
valoes over thelr estimaed useful lives, as follows:

Asset catogory Years Residual Remark
values
Buildin 0o s0% of cost
_ﬁﬁfﬁﬁggl-ﬁnlg =] _.?':1':_ so% of eost
Computer and accessories are included

Computer and Related items 7 5% of cost | Computer, UPS, Switch, Patch —
Furniture and Fitting :
_Short lived Furniture nnd Fittings 7 45% of cost | Chairs

Medium lived Furniture and

Fiitings ) g% of enst | Included, partition, cags , counter —

Long Lived Furniture and Fittings EL oo% af cost | Vault /sfrnep room

Egquipment:

Counting Machine, photocopy, FEY,
Display and detector, Printer, Scannes

Short lived Equipment 5 15% of cost | and elecironic related items ..
M edium Hved Egquipment 10 g5% of cost | Genevator ATM and Others
| Long lived equipment =0 2=% of cost | Cash safe

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

Capital work=-in-progress 13 not depreciated as these assets are not yert available for use. They are
disclosed when reclassified during the year.

An ftem of property, plant and equipment and any significant pant initially recognised is
derecognized upon disposal or when no future economic benefits are expected from it use or
disposal. Any gain or loss arising on derecognition of the asset {calculated as the differsnce
between the net disposal proceeds and the carrying amount of the asset) is included in income
statement when the asset is derecognized.

At each balance sheet dale the assers’ residual values and useful lives are reviewed, and adjusted

prospectively if appropriate, including assessing for indicators of impairment. In the event that an

asset's carrying amount is determined to be greater than itg Tecovemfheamount, the asset is written
= r .|.._ M T
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down ta the recoverable amount. Gaing and losses on disposals are included in the income
siatemenl.

The estimation of the useful lives of assets is based on management's judgement. Any material
adjustment to the estimated useful lives of items of propery and equipment will have an impact
ot the carmying velue of thess items.

Development Cost

The Bank copitalizes development costs for a project in accordance with the accounting policy.
Initial capitalization of costs is boased on mansgement's judgement that technelogical and
economic feasibility is confirmed, usually when a product development project has reached a
defined milestane according 1o an established project management madel. Tn determining the
amounts 1o 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,

520 Intangible Assets

Intangible assels acquired separalely are measured on initial recognition at cost. Following initial
recognition, intangible assets are camied at cost less any accumulated amortization and
accumulaled impairment losses, if any. Internally penerated intaagibles, excluding capitalized
development costs, are not capitalized and the related expenditure is reflected in income statement
in the period in which the expenditure iz inewrred.

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

Amortization is calculated using the straight-line method s below.

Deserption Years Residual value
[ Sofiware & Tl

5.21 Investment Properiy

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

Recognition of investment properties takes place only when it is probable that the future economic
benefits that are a.ssur:ln'ted with the investment property will flow io the Bank and ihe cost can be
reliably measured. Ily when all risks are trami:_‘r_r_nd.
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Investment properties are measured initially ol cost, incleding transaction costs. The Bank has
opted to subsequently carry investmenl property at fair value. Fair valuee is baged on active markel
prices, adjusted if necessary, for any difference in the nature, location or condition of the specific
asseb. I this information is not available, the Bank uses altermative valuation methods, such as
recent prices on less active markets or discounted cash Mow projecticns.

Valuations are performed as of the reporting date by valuers who hold recognised and relevant
professional qualifications and have recent experience in the location and category of the
investiment property being valoed. These valuations form the basis for the carrying amounts in the
financial statements.

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

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

of the property.

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

512 Non-Current Assets (or disposal groups) Held for Sale und Discontinued Operations

MNon-current assets (or disposal groups) are 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
15 considered highly probable. They are measured at the lower of their camying amount and fair
value less costs to sell, except for assets such as deferred tax assets, nsscts arising from employee
benefits, financial asseis and invesiment property that are carried a! fair value and contractual
rights under insurance contracts, which are specifically exempt from this requirement.

Non-cument asseis are classified as held for sale and measured at the lower of their carrying amount
and fair value less cost 1o sell when:

a) Their carrying amounts will be recovered principally through sale
b} They are available for immediate sale in their present condition, and
€) Their sale is highly probable

An impairment loss is recognised for any initial or subsequent write-down of the asset (or disposal
group) to fair value less costs to sell. A gein is recognised for any subsequent increases in fair
value less costs to sell of an assel (or disposal group), but not in excess of any cumulative
impairment loss previously recognised. A gain or loss nof previausly recognised by the date of the
sale of the non-current asset (or disposal group) is mnpiﬁ'ﬂjﬁ_ﬂ;# 12 of derecognition,
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Non-current assets (including those that are pant of o disposal group) are not depreciated or
amortised while they are classified as held for sale. Interest and other eapenses attributable to the
linbilities of a disposal group classified as held for sale continue to be recognised,

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

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

5.23  Impairment of Non-Financial Assets

The Bank assesses, at each reporting date, whether there is an indication that an asset may be
impaired. I any indication exists, or when annual impairment testing for an asset is required, the
Bank estimates the asset's recoverable amount. An asset’s recoverable amount i3 the higher of an
gsget’s fair value less costs of disposal and itz value m use. Recovernble amount is delermined for
an individual asset. When the carrying amount of an asset exceeds its recoverable amount, the
asset is considered impaired and is written down to its recoverable amount,

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

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

524 Other Assels

Other assets are generally defined a5 claims held against other entities for the future receipt of
money. The other assets in the Bank's financial statements include the following:

{a) Frepayment —ioa
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Prepaymenis are payments made in advance for services to be enjoyed in future. The amount is
initially capitalized in the reporting period in which the payment is made and subsequently
amorised over the period in which the service is to be enjoyed.

(b}  Other Recelvables

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

(€} Prepaid Stall Benefits

The Bank gives loans to its stafT members at below market rates of interest. Under IFRS 9, such
loans must be recognised at their fair value on the inception date. The fair value is determined on
inception date a5 the present value of all the future cash receipts (instalments) from the stafl
members using the prevailing market rate of interest as the discounting factor. The market rate was
determined by reference 1o what the staff members would have been charged to eccess a similar
loan facility from the financial market (similar in terms of currency, term, type of interest rate and
other factors). The market rate was set by the Ethiopian Bankers Association. Accordingly for the
year 2023/24, interest rate of 12% was used for mortgage loans, and for other loan type's interest
rate of 12.73%.

The difference between the fair valued amount of the loan and the original loan amount is
recognised as employee benefit. However, [AS 19 does not give specific puidelines on the
treatment of prepaid employee benefit so the general guidefines of conceptual framework would

apply.
Therefore, to recognize the prepaid employes benefit on inception date of the loan, the bank should

consider the nature of the loan L.e. does the interest rate revert back to market interest rate or below
the market interest rate when the employee leaves the bank?

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

If the imterest rate siill remains below the market interest rate, this means that the employee benefit
has been fully carned and the bank does not expect future econcmic benefits. Therefore, the
prepaid employee benefit would be expensed immediately,

£25 Fair Value Measurement

Fair value is the price that would be recerved to sell an asset or paid to transfer a liability in an
orderly transaction between market paricipanis al the messurement date. The falr vales
mensurement 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 Ii|'|:|-ilil_, ar
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* In the absence of a principal market, in the most advantageous market for the assel or
linbility.

The principal or the most advaningeous market must be accessible to the Bank.

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

The Bank uses valuation techniques that are appropriaie in the circumstances and for which
sufficient data are available to measure fair value, maximizing the use of relevant observable inpuls
and minimizing the use of unohservable inputs.

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

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

i) Level 2 — Valuation techniques for which the lowest leve! input that is significant to
the fair value measurement is directly or indirectly abservable,

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

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

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

5126 Employee Benefits

The Bank operates various pest-employment benefit schemes, including both defined benefit and
defined contribution plans and other long-term employee benefils,

{a) Defined Contribution Flan

Obligations for contributions to defined contribution plans are expensed as the related service is

provided and recognised as personnel expenses in profit or loss. Prepaid contributions arc
recognised &s an assed to the extent that a eash refund or 8 reduction m future payments is available,

The Bank operales two defined coniribution plans;

i) Pension scheme in line with the provisions of Ethiopian pension of private organization
employee's proclamution 71572011, Fun(jg_u.ar under the scheme is 7% and 11% by
employees an k respectively; ;
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it} Provident fund contribution, funding under this scheme is 1% by the Bank;

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

i)  Deflined Benefit Plan

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

The caleulation of defined benefit obligations is performed annually by a qualified actuary using
the projected unit credit method, When the calculation results in a potential asset for the Bank, the
recognised asset is limited to the present value of economic benefits available in the form of any
future refimds from the plan or reductions in future contributions to the plan. To calculate the
present value of economic benefits, consideration is given to any applicabls minimum funding
Tequirements.

Remeasurements of the net defined benefit liability, which comprise actuarial gains and losses, the
remurn on plan assets (excluding interest) and the effect of the asset ceiling (if any, excludmg
interest), are recognised immediately in OCL The Bank determines the net inlerest expense
{income) on the net defined benefit liability (asset) for the period by applying the discount rate
used to measure the defined benefit obligation at the beginning of the annual period to the then-
net defined benefit liability (azset), taking into sccount any changes in the net defined beneflit
liability (asset) during the period as a result of contributions and benefit payments. Net interest
expense and other expenses related to defined benefit plans are recognised in personnel expenses
in prafit or loss,

When the benefits of 2 plan are changed or when a plan iz curfailed, the resulting change in benefit
that relates 1o past service or the gain or loss on curtailment is recognised immediately in profitor |
loss. The Bank recognizes pains and losses on the sertlement of a defined benefit plan when the |
settlement occurs.

{c}  Onther Long-term Employee Benefits

The Banks's net obligation in respect of long-term employee benefils is the amount of future
beneflt that employees have eamed in return for their service in the current and prior periods, Thal
benefit is discounted to determine its present value, Remeasurements are recognised in profit or
loss in the period in which they ansz.

(d} Terminatlon Benefiis

Termination benefits are payable to employees when employment is terminated by the Bank before
the normal retirement date, or whenever an employee accepts voluntary redundancy in exchange
for these benefits.
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[e) Short-term Emplovee Benefits

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

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

N Defined Benelits Liabilities

According 1o LAS 19, employvee benefil liability and expense shall be recognized in the period in
which the employee gives service and should be valued.

Accounting for defined benefit plans involves the following steps:

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

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

=» Determining amounts (o be recognized in profit or loss: current service cosl any past service
eost and gain or loss on settlement.

-> Recognize the net defined benefit Liability (asset) in the statement of financial position. This
means that Berhan bank's severance pay to its employees shall be recognized earlier than the actual
payment. The benefits valued are the stamiory severance benefits in Ethiopia, which provides a
promised lump sum as o multple of final weeks' average daaly wages for each year of service to
employees on leaving the bank after a minimum of five years' service and a retirement gramity
which pays a fixed multiple of salary on retirement (three months' salary for managerial staff and
two months” salary for non-managerial staff).

5.7 Provisions

Provisions are recognised when there is o present obligation (legal ov constructive) as a result of
i pasl event, it is probable that an outflow of resources embodying economic benefits will be
required to seitle the obligation and a reliable estimate can be made of the amount of the obligation.
When the Bank expects seme or all of & provision to be reimbursed, for example, under an
insurance contract, the reimbursement is recognised as a separale asset, but only when the
reimbursement is virtually certain. The expense relating to a_provision is presented in income
siztement net of any rzl i i
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Il the effect of the time value of money is moterial, provisions are discounted using & current pre-
tax rate that reflects, when appropriate, the risks specific to the linhility. When discounting is wsed,
the incrense in the provision due to the passage of time is recognised as other operating expensed.

5.18 Structure of Share Capital
Authorized Share Capital = the maximum value of securities that the bank can legally issue.

Issued Shares = the total of the bank's shares that are held by shareholders.
Outstanding Shares = are those izsued shares,

Ordinary Shares = any shares that are not preferred shares and do not have any predetermined
dividend amounts. An ordinary share represents equity ownership in 8 company and entitles the
gwner to a vote in matters put before shareholders in proportion to their percentage ownership in
the bank.

5.29 Leases

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

Where the Bank is a lessee and the lease 15 deemed in scope, it recognizes a liability 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 liability is recognised in "Other
liabilities®. A comesponding right-of-use asset equal to the liabelity, adjusted for any lease
payments made at or before the commencement date, is recognised in “Property and equipment’.
The leaze term includes any exttension options contained in the contract that the Bank is reasonably
certain it will exercise.

The Bank subseguently depreciates the right-of-use asset using the straighi-line method over the
lease term and measures the lease liability using the effective interest method. Depreciation on the
assel is recognised in ‘Depreciation and amortization’, and interest on the lease liability is
recognised in ‘[nterest expense’.

The judgements in determining lease balances are the determination of whether the Bank is
reasonably certain that it will exercise extension options preseat in lease contracts. On initial
recognition, the Bank considers o range of characteristics such as premises function, regional
trends and the term remaining on the lease lo determine whether it is reasonably certain that a
contractual right to extend a lease will be exercised.

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

-> Under IFRS 16, for some leases the Bank includes lease renewal options which it is reasonably
eeriain will be exercised in the measurement of lease liabilitics
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- In cerlain condilions, the Bank has a unilateral right to cancel building leases with nolics af
fewer than three months without incurring a significant financial penalty, Under IFRS 16 the Bank
would only exclude these cash flows from lease measurement iF il was reazonably certain the
lermination clavse would be exercised

Existing lease linbilities may change in future periods due to changes in assumplions or decisions
o excrcise lease renewal or termination options, changes in payments due to rencgotiations of
market rental rates. In general the Remeasurement of a lease liability under these circumstances
leads to an equal change to the right-of-use assct balance, with no immediate effect on the income
statement.

530 Ineome Taxation
in) Current Income Tax

The income tax expense or credit for the period is the tax payable on the current period's taxable
income based on the applicable income tax rate for each jurisdiction adjusted by changes in
deferred tax assets and liabilities attributable 1o temporary differences and to unused fax losses.

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

(b}  Deferred Tax

Deferred tax is recognised on temporary differences arising between the tax bases of assets and
liabilities and their earrying amounts in the financial statements, However, deferred tax ligbilities
are nol recognised if they asise from the initial recognition of poodwill; deferred tax is not
accounted for if it arises from initigl recognition of an asset or liahility in & transaction other than
a business combination that of the time of the transaction affects neither accounting nor faxable
profit or loss.

Deferred 1ax is determined wsing 1ax rates (and laws) that have been enacted or substantively
enacted by the balance sheet date and are expected 1o apply when the related defemred taot asset is
redlized or the deferred tax lisbility is settled,

Deferred tax assets are recognised only 1o the extent thal it is probsable that future taxable profit
will be available against which the temporary differences can be utilized.

Deferred 1ax assets and liabilities are offset when there 15 a legally enforceable right to offset
current tax assets against current tax liabilities and when the deferred tax assets and liabilities relate
to income taxes levied by the same taxation autharity on either the same taxeble entity or different
taxgble entities where there is an intention to settle the balances on a net basis,
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Deferved tax nssets and linbilities are only offsel when they arise in the same {ax reporting group
and where there is both the legal right and the intention to settle on a net basis or to realize the
assct and seftle the liability sinultanecusly,

531  Inveniories

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

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

Inveniories are assets:

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

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

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

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

(] Credit Impairment

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

> The Bank's eriteria for assessing if there has been a significant increase in eredil risk; and

> Development of expected credit loss models, imcluding the choice of inputs relating 1o
macroeconomic variables

The calculation of eredit impairment provisions also involves expert credit judgement (o be applied
by the credit risk management leam based upon counterparty information they receive from
various sources, including external market information,

In the process of applying the Bank's accounting policies, management has made the following
judgements, which have thg significanl effect on the numuuls_rmgnmd in the financial
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i) Claczification of financial assets: azgesement of the business model within which the assets
are held and assessment of whether the contractual terms of the financial asset are SPPIon
the principal amount cutstanding,

il) Establishing the criteria for determining whether credit risk on the financial assct has
increased significantly since initinl recognition,

iil) Determining methodelogy for incorporating 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 Credit Losses (ECL)

Expected credit losses are determined for all financial debt instruments that are classified at
amortised cost or fair value through other comprehensive income, undrawn commitmenis and
financial guaraniees.

An expecled credit loss represents the present value of expected cash shortfalls over the residual
term of @ financial asset, undrown commitment or financial gearaniee

A ocash shortfall 15 the difference between the cash flows that are due in accordance with the
contractual terms of the instrument and the cash flows that the Bank expects (o receive over the
contractual life of the instrument.

1) Impairment

The Bank recognizes loss allowances for ECL on the following financial instraments that are not
measured at FVTPL.~

o Financial assets that are debl instruments;
o Lease receivables;

o Financial guarantee contracts issued; and
o Letters of credit

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

= Diebt investment securitics that are determined to have low credit risk at the reporting date; and

> Other financial instruments (other than lease receivables) on which credit risk has not increased
significantly since their initial recognition.

|2-month ECL are the portion of ECL that result from default evenis on a financial instrument that
are possible within the 12 months after the reporting date, Financel instruments for which a 12-
month ECL is recognised are referred 1o as *Stage | financial insliumenis”,

Life-time ECL are the ECL that resull from all possible default events over the expected life of the
financial instrament. Financial instruments for which a lifetime ECL is recognised but which are
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b) Measurement of ECL
ECL are a probability-weighted estimate of credit losses. They are measured as follows:

-> Finencial assets that ere not credit-impaired at the reporting dale: as the present value of all cash
shonfalls (i.e. The difference between the cash flows due to the enlity 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: o5 the difference between the
gross carmying amount and the present value of estimated future cash flows;

-> Undrawn loan commitments: 23 the present value of the difference between the contraciual cash
flows that are due to the bank if the commitment is drawn down and the cash flows that the bank

expects to receive; and

-> Financial guarantee contracts: the expected payments to reimburse the holder less any amounis
that the bank expects to recover.

Expected credit losses are computed as unbiased, probability-weighted amounts which arc
determined by evaluating a range of reasonably possible outcomes, the time value of money, &nd
considering 21l reasonable and supportable information, including that which is forward-looking,

For material portfolios, the estimate of expected cash shortfalls iz determined by multiplying the
probability of default (PD) with the loss given default (LGD) with the expected exposure at the
time of default {EAD). There may be multiple default events over the lifetime of &n instrument.

Forward-looking economic assumptions are incorporated into the PD), LGD and EAD whers
relevant and where they influence credit risk, such as GDP growth rates, interest rates, house price
indices and commodity prices, among others.

The period over which cash shortfalls are determined is generally limited to the maximum
contractual period for which the Bank is exposed to credit risk, However, for certain revolving
credit facilities, which include overdrafis, the Bank's exposure 1o credit risk is not limited to the
contractual period. For these instuments, the Bank estimaies an appropriste life based on the
period that the Bank is exposed to credit risk, which inciudes the effect of credit risk management
actions such as the withdrawal of undrawn facilities.

For credit-impaired financial instruments, the estimate of cash shorifalls may require the use of
expert credil judgement.

The estimate of expected cash shortfalls on a collateralized financial instrument reflects the amount
and liming of cash flows that are expecied from foreclosure on the collateral less the costs of
obtaining and selling the collateral, regardless of whether foreclosure is deemed probable.
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¢} Recognition of ECL
12 months expected credit losses (stage 1)

Expected credit losses are recognised at the time of initial recognition of a financial instrumeni
and represent the lifetime cash shorifalls arising from possible defaull events up o |2 maonths inka
the future from the balance sheet date. Expected credit losses continue to be determined en this
basis until there is either a 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 ta being determined an a 12-month basis.

Significant increase in credit risk (stage 2)

Il a financial asset experiences a significant increase in credit risk (SICR) since initial recognition,
an expected credit loss provision is recognised for default events that may oceur over the liferime
of the assel,

Significant increase in credit risk is assessed by comparing the risk of default of an exposure at the
reporting date to the risk of default at origination (after teking into account the passage of time).
Significant does not mean statistically sign:ficant nor is it assessed i the context of changes in
expected credit loss. Whether a change in the risk of default is significant or not is assessed using
a number of quantitative and qualitative factors, the weight of which depends on the type of
product and eounterparty. Financial assets that are 30 or more days past due and not credit-
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 incresse in the
forward-looking probability of default (PD) since origination. A forward-looking PD is ane that is
adjusted for future economic conditions fo the extent that these are correlated fo changes in credit
risk. We compare the residual lifetime PD at the balance sheet date to the residual lifetime PD that
was expected at the time of origination for the same point in the term structure and determine
whether both the absolute end relative change between the two exceeds predetermined thresholds.
To the extent that the differences between the measures of default cutlined exceed the defined
thresholds, the instrument is considered to have experienced a significant increase in credit risk
Qualitative factors assessed include those linked to eurrent credit risk management processes, such
a3 |lending placed on non-purely precautionary early alert {and subject to closer monitoring).

Credit-impaired (or defaulied) exposures (stage 3)

Financial assets that are credit-impaired (or in default) represent those that are at leasi 90 days past
due in respect of principal and/or interest. Financial assets are also considered to be credit-impaired
where the obligors are unlikely 10 pay on the occumrence of one or more cbservable events that
have a detrimenial impact on the estimated future cash Mows of the financial asset. It may not be
possible o identify a single discrete event but instead the combined effect of several events may
cause financial 2ssets to become eredil-impaired.
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- Significant financial difficulty of the issuer or borrower
-> Breach of contract such as default or a past due event

=> For economic or contractual rensons relating to the borrower’s financial difficulty, the lenders
ef the borrower have granted the borrower concession's that lenders would not otherwise consider,
This would include forbearance actions,

->Pending or actual bankruptey or other financial reorganization to avoid or delay discharge of the
borrower's obligation/s

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

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

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

d) Presentation of allowance for ECL in the statement of financial positien

Laozs allowances for ECL shall be presented in the statement of financial position as follows:

-> For financial assels measured at amortised cost: as o deduction from the gross carrying amount
of the asscts;

- For loan commitments and financial puarantes contracts: generally, as a provision;

- Where a financial instrument includes both a drawn and an undrawn component, and the Bank
cannot identify the ECL on the loan commitment component separately from those on the drawn
component: the Bank presents a combined loss allowance for both comporents. The combined
amount is presented as a deduction from the gross carrying amount of the drawn component, Any
excess of the loss sllowance over the gross amount of the drawn component is presented as a
provision; and

-> For debt instruments measured at FVYOCI: no loss allowance is recognised in the statement of
financial position because the carrying amount of these assets is their fair value. However, the loss
allowance shall be disclosed and is recognised in the fair value reserve,

&) Restructured financial assets

Where the terms of a financial asset are renegotinted or modified or an existing financial asset is
replaced with a new one due to financial difficulties of the borrower, then the Bank shall assess
whether the finencial asset should be derecognized and ECL are messured as follows:
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<> If the expected restructuring will not result in derecogrition of the existing asset, then the
expecied cash flows arizing from the modified financial asset are included in calculating ihe cash
shortfalls from the existing asset

=> [['the expected restructuring will result in derecognition of the existing assed, then the expected
fir value of the new asset is treated ag the final cash flow from the existing financial asset a2 the
time of iis derecognition. This amount is included in calculating the ¢ash shortfalls from the
existing financial asset that are discounted from the expected dats of derecognition to the reporting
date using the original effective interest rate of the existing financial asset.

7 Contingent Habilities and commitments

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

Where the Bank underiakes 1o make a payment on behalf of its customers for puarantees issued
such &5 for performance bonds or as imevocable letters of credit as part of the Banks"s Transaction

Banking business, for which an obligation to make a payment has not arisen at the reporting date,
those are inchoded in these fimancial staterments as contingent liasdlities,

Oiher contingent liabilities primarily include revocable letters of credit and bonds issued on behal f
of customers to customs officials, for bids or offers and as shipping guaranizes,

Commitmenis are where the Bank has confirmed its intention to provide funds to a customer or on
behalf of a customer in the form of loans, overdrafis, future guarantees, whether cancellable or
not, or letters of credit, and the Bank has nof made payments ot the balance sheet date; those
nstruments are included in these fnancial statement as commitments. Commitments and
contingent liabilities are generelly considered on demand as the Bank may have to honour them,

or client may draw down at any lime,

Capitzl commitments are contractual commitments the Bank has entered into to purchase non-
financial assets.

B Financial Risk Management

8.1  Introduction

Risk is inherent in the Bank's activities, bul is managed throngh a process of ongoing
identification, measurement and monitoring, subject 1o risk limits and other controls. Risk
Managemeni provides a comprehensive and dynamic framework for identifying, measuring,
monitering and managing financial and non-financial risks. When the quantitative data disclosed
at the reporting date is not representative of the Bank's exposure to risk during the period, further
information that is representative must be assisted in quul'ttﬂi‘?'r,:m . This process of risk

=
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management is eritical to the Bank's contincing profitability and each individual within the Bank
is accountable for the risk exposures relating to his or her responsibilities. The Bank is exposed to
credit risk, liquidity risk and market risk. 11 is also subject b couniry risk and various operating
risks.

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

B1.1 Risk Management Struciure

The Bank's Board of Dircctors has overall responsibility for the establishment and oversight of
the Bank’s risk management framework. The Board of Directors has established the Bank Asset
and Liability Management Committee (ALCO), which is responsible for approving and
monitaring Bank risk management policies.

The Bank's risk management policies are established to identify and analyse the risks faced by the
Bank, to set appropriate risk limits and controls, and to moniter risks and adherence to limits.

The risk management policies and systems are reviewed regularly 10 reflect changes in marioet
conditions and the Bank's activities. The Bank, through its training and management standards
and procedures, aims to develop a disciplined and constructive control environment in which all
employees understand their roles and obligations.

The Bank Audit Committee oversees how management monitors compliance with the Bank's nsk
management policies and procedures, and reviews the adequacy of the risk manapement
framework in relation to the risks faced by the Bank. The Bank Audit Committee 15 assisted in its
oversight role by Internal Audic. Internal Audit undertakes both regular and adhoc reviews of risk
management controls and procedures, the results of which are reported to the Bank Aundit
Commities,

i. Credit Risk

Credit risk is the most important risk for the Bank's business defined as current or future risk on
the financial result and capifal arsing from a counter party’s failure to meet the t2rms of any
coniract with the Bank or otherwise fail to perform as agreed. The exposure to this risk arises
principally from retail and corporate lending activities, as well as aclivities related to off-balance
sheet financial instruments (loan commitments, Letier of Guarantees and Letter of Credit),

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

The Bank structures the [evels of credit risk it undertakes by placing limits on the amount of risk
accepled in relation 1o one borrower, or groups of borrowers  d-tg term of the financial

instrument and economic sectors. “ -_-j,.'i‘.._",—g,,;h. R
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The National Bank of Ethiopia (NBE) sets credit risk limit for a single borrower, one related party
and all related parties to not exceed 25%, 15% and 35% of Bank’s total capital amount as of the

reporting quarterly peried respectively.

Credit manngement is conducted as per the rick management policy and guideline approved by the
baard of directors and the Risk Management Commillees, Buch policies are reviewed and madified

periedically based on changes and expectations of the markets where the Bank operates,
regulations, and other factors.

Credit quality analysis

The following table scts out information about the credit quality of financial assets measured at
amortised cost and FVOCI debt invesiments, Unless specifically indicated, for financial assets, the
amounts in the table represent gross cammying amounts.

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

In Birr'000 2024 2023
Loans and advances (o cusiomersat | Stage 1 Stoge2 | Stagel Total
amortiscd cost Tuotal
SHE: I — Pass 28, 382110 - - 23382110 [ 26018430
Stage 3 — Special mention - | 434,237 - 434237 712,583
Stage 3 - Non perfomung - - | 2002143 | 2,002,143 | 2160032
Total gross exposure 28,382,110 | 434237 | 2,002,143 | 30,818,490 | 28 891,045 :
Loss allowanee (218,151 | (1,357 | (699,042) | (919,350} [ (1,063,757) .
Interest in suspense - - | (B4,462) {84,462) {69,921) |
Staff Loan Market Interest (612,223) : - (612,223)
Adjustment (411.30%)
Net carrying smount 27 550,736 | 432,880 | 1,218,639 | 29.202255 | 27346057
In Birr'000 2024
Gross Lass Ivek
Other financial assets (debt instrumenis) exposure | sllowanee a:la“:ﬂ:tg
Cash and balances with banks 12 Month ECL | 3,108,343 {153) | 3,108,190
Investment securities (debi instruments) 12 Month ECL 1,604,450 (1807 | 3,604,270
Other receivables and financial assels Lifetime ECL | 062,305 | (294.259} THH, (M6
Totals 7,775,008 | (294,501) | 7.480.506
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In Birr'tog 2021 2022
Loans and advances to customers | Stage | Stage 2 Silapge 3 Tatal
| at amortised cost Total
Stage 1 — Pass 26,018,430 - -| 260184301 19997840
Stape 2 - Special mention -| 712,583 = 712,583 30z 179
Stage 3 - Non performing - - | 2,160,032 2,160,032 1,876,506
Total gross cxposure 26,018,430 | 712,583 [ 2,160,032 | 28891045 | 22,176,515
Loss allowance (194,483) | (4,364) | (864.011) | (1,063,757) | (855,994)
Inlerest in suspense - - (69.921) {69,921) (37,94%)
Staff Loan Market Interest (411,309} - - (411,309)
Adjustment (338,117)
Net carrying amaunt 15,412,638 | 708,219 | 1,125200 | 27,346,057 | 20,944,465
I Birr'o0g 2023
Other financial assets (debt Gross Loss Net carrying
instruments) exposure | allowanec nmount
Cash and balances with banks 12 Month ECL 1,964,512 (R9) 1,964,423
Investment secuntics (debt instruments) |2 Month ECL 3,833,127 (124) 3,833,003
| Other receivables and financial assets Lifetime ECL 945,735 [ (217,235) T2H8,500
Totals fi,743,374 | (217,448) 6,525,926
ECL Movement
Stage 1 Stage 2 Stage 3 Tatals
ECL at 1 Julv 2023 194,453 4,304 864,911 1,063,757
Transfer to Stnge | 146,914 {2,406] {144, 508) -
Transier to Stage 2 (564) 712 (14E) :
Transfer to Stage 3 (1,860) (683 2,543 ”
MNet Remeasurement (147,316) 217 (24,720) (171,619)
ECL on new loans 178,321 231 4,234 182,726
| ECL an derecognized loans (150,826] {1,008) (3,259) (155, 183)
| ECL at 30 June 2024 219,151 1,357 699,042 919,550
Stape 1 Stage 2 Stage 3 Totals
ECL at 1 July 2022 183,882 1,765 670,347 555,994
Transfer to Stage 1 28,431 (9507 {27.481) -
Transfer to Stage 2 (495) T84 {290) -
| Transfer to Stage 3 (8,902} (35) 8,257 -
Net Remeasurement (42,136) 92 90,254 48,210
ECL on new loans 171,622 3,364 119,647 204 633
ECL on derecognized loans (137,918} IGEE] 3476 {135,080)
ECL at 30 Junc 2023 194,483 4,364 f— — 864911 1,063,757
v ! P
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Management of Credil Risk

The Board of Directors created the Bank Credit Commitiee for the oversight of credit risk. A
separate Bank Credit depariment, reporting io the Bank Credit Commiltee, is responsible for
managing the Bank's eredit risk, including the following:

- |

-

1 = Formulating credit policies, covering collateral requircments, credit assessment, risk

it grading and reporting, documentary and legal procedures, and compliance with
regulatory and statutory requirements.

-] Establishing the authorization structure for the epproval and renewal of eredit facilities.

= Reviewing and asscssing credit risk: assesses all credit exposures, before facilities are

. committed to customers. Renewals and reviews of facilities are subject to the same
review process.

o * Limiting concentrations of exposure to counterparties, geographies and industries (for

’ loans and advances, financial guarantees and similar exposures)

=i ® Developing and maintaining the Bank's processes for measuring ECL: This includes
processes for;

1 o [nitial approval, regular validation and back-iesting of the models used;

= o Determining and monitoring significant increase in credit nsk; and

o [ncorporation of forward-looking information (FLI),

] * Regular reporis on the credit quality of portfolios are provided, which may require
appropriale comective action fo be taken. These include reports containing estimates of
ECL allowances.

] * Providing advice, guidance and specialist skills to business units to promote best practice

—

throughout the Bank in the management of credit risk. |
Significant increase in credin risk

When determining whether the risk of default on a financial instrument has increased significantly
since imitial recognition, the Bank considers reasonable and supportable information that is
relevant and available without undue cost or effort. This includes both quantitative and qualitative
information and analysis, based on the Bank's historical experience and expert credit assessment
and including forward-looking information.

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

» the remaining lifetime probability of default (PD) as at the reporting date; with

- * The remaining lifetime PD for this point in time that wes estimated at the time of initial

recognition of the exposure (sdjusted where rélevant for chanpes in prepayment

£ expectations).

- * the Bank uses three criteria for determining whether there hag a significant increase

in credit risk: 7 '-I:"H*_ .

o quantitative test based on movement in PD; 7 ’1'-"5,
- o qualitative indicators; and E"“ ..
Bagrumatia
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o abackstop of 30 days past due,
Definition of default

The Bank considers a financial asset to be in default when:

o The bormower is unlikely to pay its credit obligations to the Bank in full, withou! recourse
by the Bank 10 actions such as realizing security (if any is held);

o The bomower is more than 90 days past due oo any material credit obligation to the Bank.

o Overdrafls are considered as being past due once the customer has breached an advised
limit or been advised of a limit smaller than the current amount oulstanding; or

o it is becoming probable that the borrower will restructure the asset as a result af bankrupicy
due to the borrower’s inability to pay its credit ehligations.

In assessing whether a berrower ig in defaull, the Bank considers indicators that are Qualitative:
eg. breaches of eavenant:

o Quantitative: e.g. overdue status and non-payment on another obligation of the same issuer
to the Bank: and

o Based on data developed internally and obtaired from external sources,

o [nputs into the assessment of whether a financial instrument is in default and their
significance may vary over time to reflect changes in circumstances.

Incorparation of forward-leoking information

Forward-looking economic information is also incleded in determining the | 2-month and lifetime
PD, EAD and LGD. These assumptions vary by product type. The assumptions underlying the
ECL caleulation — such as how the matrity profile of the PDs ond how collateral values change
2ic. — are monitored and reviewed on quarter]y basis.

The Bank incorporates forward-looking information into both the assessment of whether the credit

risk of an instrument has increased significantly since its initial recognition and the measurement
of ECL.

For each segment, the Bank formulates three economic scenanos: A base case, which is the median
scenario, and two less likely scenarios, one upside and one downside. For each sector, the base
case is aligned with the macrocconomic model's information value output, & measure of the
predictive power of the model, as well as base macroeconomic projections for identified
macroeconomic variables for each seclor. The upside and downside scenarios are based on 3
combination of a percentage error Tactor of each sector model as well as simulated optimistic and
pessimistic macrocconomic projections based on a measure of histerical macroeconomic
volatilities.
External information considered includes economic dats and forecusts published by an extemal
and independent macrosconomic data body. This is in uddl_;m-mn siry — level, semi — annual
NPL trends across statistically comparable sectors. Nk
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Periodically, the Bank caries out siress testing of more extreme shocks to calibrate its
determination of the upside and dovwnside representative seenarios. A comprehensive review is
performed at least annually on the design of the scenarios by a panel of experts that advises the
Bank™s senior management,

The Bank has identified and documented key drivers of credit risk and credit losses for each
portfolie of financial instruments and, using an analysis of historical dala, has estimated
relationships between macro-cconomic variables and credit risk and credit loases.

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

Sector Cluster Macroeconomic factors

_Agriculiure and Personal loans | Goods debit (Imports) -
Domestic Trade & Services and 2 = _
Financial Intermediaries
Coenstruction & Building and . current prices
Manufacturing 3 Gross domestic product (U.5. dollars)
Export and Import 4 Gooids debil {Imports) £

The Bank defined a statistically significant correlation threshold with macroeconomie of $0%. No
statistically significant correlation was observed for Cluster 2, a3 a result no macroeconomic
adjustment is observed

The economic scenarios used as at 30 June 2024 included the following key indicators for Ethiopia
fior the years 2023 and 2024

Macro-Economic YVariable 2Ury 2024 |
Goods exports, TS 4,393.0 B, TA0.0
Goads imparts, USD 16,432.5 17.418.5 |
Nominal GDP, USD 120,088 .6 | 144,653.2 |
Beal GIYFP per caplta, USD (2010 prices) SHA.& | 6143

Predicted relationships between the key indicators and default retes on various portfolios of
financial assets have been developed based on analyzing semi — annual historical data over the
past 5 vears,

The below scenario weightings have been observed:

Summary of scenario “’“lﬂﬂiﬂﬁ_
Downturn Cptimistic
s amy (downside) ;ﬁ peide)
Cluster | 100% O
Cluster 2 10005 0
Cluster 3 92% (%4
Cluster 4 100% [t
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Modified Minanclal aseets

The contractual terms of a loan may be modified for a number of reasons, including changing
markel conditions, customer retention and other Mactors nol related 1o a current or potential credit
deterioration of the customer, An existing loan whose lerms have been modified may be
derecognized and the renegotiated loan recognised as a new loan al fair value in accordance with
the nccounting policy set oul.

When the terms of a financial asset are modified and the modification does nol resull in
derecognition, the determination of whether the asset’s credit risk has increased significantly
reflects comparison of its remaining lifetime PD at the reporting date based on the modified terms;
with the remaining lifetime PD estimated based on data on initial recognition and the original
contractual terms.

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

The Bank rencgotiates loans to customers in financial difficulties (referred to as *forbesrance
activities”) 1o maximize collection opportunities 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 default on its debt or il there is & high risk of default, there is evidence that the debtor made all
reasonable efforts to pay under the original contractual terms and the debtor is expected (o be able
o meet the revised terms.

The revised terms usually include extending the maturity, changing the timing of interest payments
and amending the terms of loan covenams, Both refail and corporute loans are subject 1o the
forbearance policy. The Bank Credit Committee 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 ability to collect interest and
principal and the Bark's previous experience of similar forbearance action. As part of this process,
the Bank evaluates the borrower's payment performance against the modified contractual 1ems
and considers vanous behavioral indicalars,

Generally, forbearance is a qualitative indicator of a significant increase in credit risk and an
expecietion of forbearance may constitute evidence that an exposure is credit-impaired. A
customer needs to demonstrate consistently pood payment behavior over a period of time before
the exposure is no longer considered to be credit-impaired/in default or the PD is considered to
have decreased such that the loss allowance reverts 10 being measured at 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
exposures, The Bank collects performance and default informatio s-its credit risk exposures
by type of product and bormo well ag by credit risk gradi ) :

L =
Lr i L, Y
Aldisnming,
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The Bank employs statistical models (o analyze the data collected and generale estimates of the

remaining lifetime PD of exposures and how these are expected 1o chonge as a result of the passage
of time.

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

*  Probability of Default (PDY);
* Loss Given Default {(LGD); and
+ Expasure at Default (EAD).

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

The methodology of estimating PDs is discussed above under the heading "Generating the term
structure of P,

LGD is the magnimde of the likely logs if there is a default, The Bank estimates LGD parameters
based on the history of recovery rates of claims against defaulied counterparties. The LGD models
consider the structure, collateral, counterparty industry and recovery costs of any collateral that is
integral to the financial asset.

EAD represents the expecied exposure in the event of a default. The Bank derives the EAD fom
the carreni exposure to the counterparty and potential changes to the curtent amount allowed under
the contract and arizing from amortization, The EAD of a financial asset is its gross Carrying
amount at the time of defanl. For lending commitments, the EADs are potential future amounts
that may be drawn under the contract, which are estimated based on historical observations and
forward-looking forecasis. For financial guarantees, the EAD represents the amount of the
guaranteed exposure when the financial guarantee becomes payable. For some financial assets,
EAD is determined by modelling the range of possible cxposure outcomes at various points in time
using scenario and statistical lechniques.

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

The maximum contractual period extends to the date st which the Bank has the right to require
repayment of an advance or lerminale a loan commitment oF guaranice.

However, for overdrafts that include both o loan and an undrvwn commitment component, the
Bank measures ECL over a period longer than the maximum contractual period if (he Bank's
contractual ability to demand repayment and cancel the undrawn copunitment does not limit the
Bank's exposere 10 credit losses to the contractual notice period. These facilities do not have a
fixed term or repayment structurc and are managed on & collective basis. The Bank can cancel
them with immediate effect bui this contractual right is not enforced in the normal day-to-day
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management, but enly when the Rank becomes aware of an increase in credit risk at the facility
level. This longer period is estimated taking into account the eredit risk management actions that
the Bank expects to take, and thal serve to mitigate ECL. These include a reduction in limits,
cancellation of the facility and‘or tuming the outsianding balance into a loan with fixed repayment
terms.

Where modelling of a parameter is carried out on a collective basis, the financial instruments are
grouped on the basis of shared risk characteristics that include:

+  [nstrument type;

«  Credit risk grading;
Collateral type;

* LTV ratio for retail mortgages {the ratio of the gross amount of the loan — or the amount
committed for loan commitments — to the value of the collateral);

#  Dale of inihal recognition;

=  Remaining term to maturity; and

= Industry

The groupings are subject to regular review to ensure that exposures within a particular group
remain appropriately homogensous,

For ponfolios in respect of which the Bank has limited historical data, external benchmark
information is used to supplement the intermally available data.

Loans with renegotiated terms

Leans with renegotisted terms are defined as loans that have been restructured due to a
deterioration in the borrower's financial pesition, for which the Bank has made concessions by
agreeing to terms and conditions that are more favorable for the borrower than the Bank had
provided initially and that it would not otherwise consider. A loan continues to be presented as
part of loans with renepotiated terms until matarity, eady repayment or write-off.

Loans that were past due but not Impaired

Loans thai were ‘past due bul not impaired' are those for which coniractual interest or principal
payments were past due but the Bank believed that impaimment was not appropriate on the basis
of the level of security or collaleral available and/or the stage of collection of amounts owed to the
Bank.

Credit Risk Measurement, Limits and Mitigation Policles

Initially, when approving loans and loan commitments, the suthorized Credit Approval
Commitiees assess creditworthiness of the clients depending on the type and size of the exposurs
and based on defined criterie. The Bank credit risk management, which encompasses
identification, messurement, monitoring and control of credit nsk, is performed by the Risk
Management Committee for classification of assets mdfﬁgji._siurdng for potential losses,

#ACYY

Berhan Bank

CamScanner


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

o

T R Sy Ty T R e 2

ki it

O A T T S

Berhan Bank 5.C
Notes bo the Financlnal statements

commitments and contingencies and it is mainly based on reports and analyses prepared by
relevant erganization unitz of the Bank.

The Risk Managemen! Commitiee

Bonrds of Directors are regularly informed of the credit risk that the Bank is exposed ta. The Bank
has an intemal system of classification of customers whese main aim is determining their
creditworthiness and evaluation of the acceptable level of eredit risk in starting lending.

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

The Bank employs a range of practices to miligale credit risk. Common practice is accepling
suitable collateral for approved loans. The main collateral types for loans and other credit
CXPOSUNCS Arg:

» Mortgages over residential properties;

» Charges over business assets such as premises and inventory;
* Charges over financial instruments such as equity securities;
s Pledges over movables, such as cars, equipment and other,

The Bank monitors compliance with the legally and internally esiablished limits and controls
concentrations of credit risk, Credit risk limits towards different types of borrowers, industry
szctors and type of collateral.

The Bank structures the levels of credit risk by placing limits on the amount of risk accepted
subject 1o at least an annual review. In addition, the exposure conceniration risk by sectors and
activities is regularly monitored on the basis of set limits.

812 Risk Measurement and Reporting Systems

The Bank uses intermational standards of measurements and practices as well as the NBE
Directives, guidelines and their derivatives 1o assess oredil, liquidity, market and operational risks.
The Bank also uses its own internal policies and procedures to asscss risks.

£13 Risk Mitigation

Risk controls and mitigants, identified and approved for the Bank, are docomented for existing
and new processes snd systems, The adeguacy of these mitigants is tesied on o periodic basis
through administration of control self-assessment questionnaires, using an operational risk
management tool which requires risk owners to confirm the effectivencss of established controls.
These are subsequently audited as part of the review process,

82  Financial Instruments by Category

IFRS 9 contains three principal classification categories for financial assets: measured at amortised
cost, fair value through other comprehensive income {FEDCE] fair value through profit or lois
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FVTPLY IFRS 9 classification is generally based on the business mode] in which a financial asset

is managed and its contractunl cash Nows,

Financial instruments ate clastified in the statement of financial position in accordance with their

legal form nnd subsiance

The Bank's classification of its financial assets is summarized in the table below;

Nofes FVOCT  Amortized Cost Total
M) Juine 2024 Hire' 000 Rirr'000 Birr 0040
Cash and Balonces with Banks 17n - 4, B19.015 4819915
Loans and Advances to Customers [ - 20,202,255 19,202,255
Due from Banks & Oiher Financial Institutions 19b = 937,387 937 387
Equity Investments 19a 460,152 - 460,152
Bonds and Bills 0 - 3,604,270 3,604,270
Dther Asscls 0 = 1,550,693 1,550,695
Totul Financial Assels 460152 40,134 522 40594674

Amortized

Notes FVOCI Cost Total
30 June 2023 Rirr' 000 Birr'000 Birr'000
Cash and Balances with Banks [ 7a - 3,732,724 1,732,724
Loans and Advances to Customers I8 - 27,346,058 27.346,033
Due from Banks & Other Financial Institutions 19 - 3,719.919 31719919
Equity Invesiments f9a 6614 - 106,614
Bonds and Bills 20 . 3,833,003 3,833,003
Orilier Assets 20 - 1,253,266 1,253,266
Toial Finunclal Assels 3G, 614 39,584,970 40,191,584

83  Credit Risk

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

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

B.3.1 Manasgement 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 contractuel obligations, current exposures fo
the counier panty/obligor and is likely future developments. credit history of the
counterpartylobligor; and the hikely recovery ratio in case of detuult obhgations-value of collateral
and other ways out. Our credil exposure comprises wholesale and rewail loans and advances which
are developed to reflect the needs of our customers. The Bank's policy is to lend principally on the
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busis of our customer’s repayment capacity through quantitative and qualitative evaluation.
However we ensure that our loans arc backed by cellateral to reflect the risk of the obligers and
thc natwre of the fecility,

In the estimation of credit risk, the Bank estimate the following parameters:
(a) Probability of Defauli (P11

The approach adopied in deriving the probability of default is the trunsition matrix approach. The
transition matrix records all data about transitions from one state to the other, i.¢. from pass to
special mention all through to non-performing, The initial step in this approach is to split up the
total value of loans outstanding in a given month into the various loan classification buckets. For
the purpose of this Expected Credit Loss (ECL) model, the buckets to be used are:

Pass

Special menlion

Mon-performing (Sub-standard, Doubtful and Loss)
Paid’ settled

An analysis will then be done to estimate the movement of loan amounts from one bucket to the
next between two subsequent time periods. This results in a matrix thal indicates the proportionate
movement of loans across the buckets, This is done considening the loan values. An average of all
transitions obtained over the 60 month period is then obtained to form the general transition matrix
to be applied.

The Bank uses computation of PD by amount.

(b)  Loss Given Default (LGD])

The loss given default (LGD) that measures how much {in form of a percentage) the bank is
expected 0 Jose in the event that default occurs from a customer, This is estimated by considering
two scenarios in the Bank that is, using collateral in instances whether the costomer has collateral
against the debt instrument that they have undertaken with the Bank andfor an analysis of the
historical cash collections after the default event, for cases that the debt instrument is not supported
by any security,

LGD is the magnimde of the likely logs if thers is a default. 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 s
integral to the financial asset. They are calculated on n discounted cash flow basis using the
effective interest rate as the discounting factor.

{c)  Exposure at Default (EAD)

EAD represents the expected exposure in the event of a default, The Dunk derives the EAD from
the current expesure to the counterpanty and potential changes to the current amount allowed under
the contract and arising from amortization. The EAD of a financinl asset is its gross carrying
amount at the time of default. For lending commitments, the EAD: neg potential future amounts
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that may be dravwn under the contract, which are estimated based on historical observations and
forward-looking forecasts. For financial guarantees, the EAD represents the amount of the
guaraniced exposure when the linmcial guaraniee becomes payable. For zome financial assets,
EADris determined by madelling the range of possible exposure oulcomes at various poinds in time
using scenarie and statistical technigues. 1is estimation includes the drawn amount and expected
utilization of the undrawn commitmend at default.

B.3.2 Impalrment Assessment

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

The Bank shall recognize loss allowances for expected eradit Insses (ECL) on the following
financial instruments that are nof measured at FYTPL:

— Financial assets that are debt instruments;
— lease receivables:

— Financial guarantee contracts isswed; and
— Loan commitments issued.

Mo impairment loss shall be recognized on equity investmenis.
8.3.3 Credit Related Commitment Risks

The Bank holds collateral against loans and advances to customers in the Torm of bank guarantees
and properiy. Estimaies of fair value are based on the value of collateral assessed at the time of
borrowing, and penerally updated when a loan is individually assessed as impaired.

8.3.4 Maximum Exposure to Credit Risk before Collateral Held or Credit Enhancements

The Bank's maximum exposure to credit risk at 30 June 2024 and 30 June 2023 respectively, is
represented by the net carrying amounts in the stetement of finaneizl pesition.

A June 2024 30 June 2013

Bire'000 Birr' 000
Cash and Balances with Banks 4,839 015 3,732,724
Loans and Advances to Customers 20,202,255 27,346,058
Equity Investments 460,152 106,614
Bonds and Bills 3,604,270 3,833,003
Dther Assels 1,550,695 1,253,266
J657.28T 36,471,665

Credit Risk Exposures Relating to Off balance Sheets :
Loan commitments 250,000 1,642 612
Cuerantees ssued and outstanding 644,301 3,068,344
Lener of credit and oiher credin related oblipations [ 495 46,749
=_ﬁ,‘!"34,'.|"?ﬁ 4,757,705
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Total maximum exposiire 4,52 083 41,220 169
a0 June 2024 90 June 2023
Blrr'ooo Birr'ooo
Pass 28,382,110 26,018,450
Special mention 494,237 Tia,583
Subsiandard 229,951 28 107
Doubtful 228,670 204,023
Lo 1,550,121 g26,m11
Jo,818. 490 28,891,045

Gross loans and advences o customers per sector is analyzed as follows:

30 June 2024 30 June 2023

Birr' 000 Birr' 000

Agriculture 152,534 102,126
Transport 457,443 426,761
Hotel and Tourism 458,343 4460 447
Health and Education Service 270,002 170,172
Import 3285482 2933816
Export 2,543,950 2,340,558
Manufacturing 3,708,946 3,435,175
Damestic trade and senvices 7120317 288,580
Building and construction 6,060,526 5,836,210
Personal loan 3,545,660 2,601,821
Siafl loan 3,196,207 2,236,378
0,818,490 18,891,045

The above table represenis @ worst case scenario of credit risk exposure of the Bank as at the
reporting dates without taking in to account of any collateral held or other credit enhancetments
attached. The exposures are based on gross carrying amounts.

Management is confident in its ability to continue 1o control and effectively manage the credit risk
exposure in the Bank's loan and advances porifolio.

8.3.5 Credit Quality Analysis

{a}  Credit quality of cash and cash equivalents

The credit quatity of cash and cash equivalents and short-term investments that were neither past
due nor impaired as at 30 June 2024 and 30 June 2023 have been classified a5 non-rated as there

are no credit rating agencies in Ethiopia

(by  Credit quality of loans and advances

11"-
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The nenperforming (NPL) ratio of the bank is 6% as of June 30, 2024, by considering both
principal and interesi, which is reduced from 7% as of June 30, 2023. But the NPL ratio of the
bank as of June 2024 is 4.98% when considering the total ponfelio against the principal amount.

Stage 1 Stage 2 Stage 3 Tatal
30 June 2024 Birr" 0t Dire' Dk Birr' 000 Birr' 000
Agriculture 141,221 3,197 B, 116 152,534
Transpart 372224 2 85,218 457,443
Hotel and tourism 430,605 10,683 17,056 458,343
Health and Education Service 269,585 " 10,407 279,992
Import 3,214,838 12,63 58,013 3,285,482
Expon 2,418,570 20,298 105,082 2,543,950
Manufacturing 3,566,312 71,840 70,794 3,708,946
Domestic trade and services 6,326,398 123,544 679,374 7,129,317
Building and construction 5,108,750 42125 009,651 6,060,526
Personal loans 3449 555 70,703 25402 3,545,660
Staff loan 3,084,053 79,215 33,028 3,196,297
Laross 28 382,110 434,237 2,002,143 30,818,490
Lass:
Impairment allowance (nole 1Ba) (219,151) (1.357) (659.042) (919,550)
Interest in suspense - - (B4,462) {84.462)
S1afT Loan Market Interest Adjustment (612,223) - - (612,213}
MNet Loans and Advance 27,550,736 432,880 1,218,639 19,201,255

Stage | Stape 1 Stage 3 Total
30 June 2023 Birr'0td  Bire'000 Bire' 000 Bire'000
Agriculture BO,258 5,898 6,970 102,126
Transport 346,588 1475 T8, 608 426,761
Hotel and wourism 452,578 2,283 14,587 469 447
Health and Education Service 163,506 a4, 4% 2,173 |70, 0172
Impeort 2,700,245 28,264 255,266 2,083 816
Export 2,242,888 2,060 95,001 2,340,558
Manufaciuring 3,381,721 27,038 23,515 3A25,175
Domestic trade end services 7379905 478,89 429 Th4 8,288 580
Building and construction 4,586,515 10,801 1,229,804 5,836,210
Personal lcans 2,476,484 109,798 15,538 2,601,821
Staff loan 2,198,701 31,072 6,605 2,236,378
Gross 26,018,430 712,583 2,160,032 18,891,045
Lass:
Impairment allowance (note |Ba) {194 JIEE.] (4,164) (864911  (1,063,757)
Inilerest in suspense - {69.921) (69.921)
Staff Loan Market Interest Adjustment (411 EEI';':I - (411,300}

Net Loans and Advance

._&_3;531! —:_'Eﬂ'ﬂrll?

1,225,200 27,346,057
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i} Loans and advances - nelther past due nor impaired

The credit quality of the portfolio of loans and advances that were neither past due nor impaired
can be assessed by reference to the customer's ability to pay based on loss experience. Loans and
advanees in this calegory are loans past due for less than 30 {thirty) days,

30 June 2024 30 June 1023
Birr'000 Birr'000
Meither past due nor impaired 28382110 26018430
Collective impairment (219,151 (194.483)
Loan and advances (net) 2B.162,959 25 K23,947
ii} Loans and advances = past due ot not impaired
30 June 2024 30 June 2023
Birr' 000 Birr'0M)
Past due up to 30 days 434,237 712,583
Collective impairment {1,357} (4,364)
_Loan and advances (nef) 432 880 708,219
iii) Loans and advances - Impaired loans
30 June 2024 30 June 2023
Bive' 0 Bire' 000
Impaired loans 2,002,143 2,160,052
Individual impairment (699,042] {364,511
Net Carrying Amount 1,303,101 1,195,111
I¥) Allowance for loan impairment
30 Jiine 2024 A0 June 2023
Bire'000 Birr'0o0
_IFRS Loan impairment charge 219,550 1,063,757
Total allewancs for impairment D1%.550 1,063,757

8.3.6 Statement of Prudential Adjustments

Provisions under prudentinl guidelines are determined using the time based provisioning
prescribed by the Motional Bank of Ethiopia (NBE) Directives. This is at variance with the

expecled credit loss model required by IFRS 9. ."-"l.j.-&':"l:i
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methodalogy/provision, there will be variances in the impairments allowances required under the
two methodologies.

The proclamation 'Financial Reporting Proclamation No.847/2014 stipulates that Banks would be
required to make provisions for loans as prescribed in the relevant IFRS Standards when IFRS is
adopled.

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

(a) Provisions for loans recognised in the income statement should be determined based on the
requirements of [FRS, However, the IFRS provision should be compared with provisions
determined under the NBE directives and the expected impact/changes in Regulatory Risk Reserve
should be treated as follows:

=1l prudential provisions is greater than IFRS provisions; the excess provisions resulting shoald
be transferred from Retained Earnings aceount to Regulatory Rigk Reserve Account.

>l prudential provisions is less than IFRS provisiens; the excess provision is charged w the
statement of profit or loss. The cumulative balance in the regulatory risk reserve is thereaiter
reversed to the Retained Eamings sccount,

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

30 June 2024 30 June 2023

Bire 000 Birr' (00
Total impairment based on IFRS 919,550 |, 063,757
Tol impairment based on NBE Directives (991,647) (1,044, 163)
Excess(Shortage) Pradential Adjustments (72,097} 19,594

8.3.7 Credit concentrations

The Bank monitors concentrations of credit risk by economic sector, An analysis of contentrations
of credit nisk af 30 June 2024 and 30 June 2023, The Bank concentrates all its financial pssets in
Ethinpia.

30 June 2024

Public Enterprise  Cooperative Private  Association
Birr'000 Rirr'000 Birr'000 Birr'000

Short term Investments . -
50303 30, T6R, 187 -

Loans and advances -

Investment securities 3,604,450 = = 5
Investment in Equity - . 460,152 -
Loan commilments - - 250,000 -

3,604,450 50303 31478380 2

CamScanner


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

A

B Py o J F L

i

e

Herhinn Bank 5.0

Moles to the Financlal stntements

Pabilic
an.Junc aoag Enterprise Cooperative Private Association
Bire' 000 Bire'(H{) Birr'000 Birr'000

Short term Investments - - * ;.
Loans and advances - 40,460 2B 437,795 =
Investment securities 3,833,127 . * -
Investment in Equity - - 06,614 =
Loan commitments - 1642612 -

3,833,127 40,460 30,387,021 -

B.3.8 Nature of security in respect of loans and advances
Building Share
Building &Vehicle Cortificate  VYehicle  Others

38 Jume 2024 Birr'000  Biec'000  Biee0od  Bire'00d  Birc'000
Agriculture 92,012 4,434 43,577 10,723 1,769
Building, Construction & Real 3,882,473 371,033 1,382 555,177 1,250,460
Estate
Domestic Trade and Services 5,422,107 700,017 23,171 907,703 73,103
Expon 1,174,338 206,822 25917 362550 374313
Health & Education 265,818 - - 14,174 -
Hotel And Tourism 415,999 18,052 - 24,292 -
Import 2379846 186,052 273,580 2B3 650 162345
Manufacturing 2,061,422 238697 E617 108,135 692,075
Personal 2,793,144 5,630 6534 572718 167634
Transport & Communication 60,687 26,688 - 369,109 959
Ditheri Staff) 2,521,412 2,131 = [B9, 203 683,55]

21,469,258 1,750,558  SH2.778 3,397,442 3,606,239

Building Share
Building &WVehicle Certificate  Vehicle Dithers
F0 Suwwe 2023 Birr"0id Birr'0ad Bire'000 Birr' (i) Birr" 004
Agriculture 74,331 6,229 - 14,370 4 5M
Building, Construction & Real 3,547,608 174,675 829 763,557 111,18
Estate
Domestic Trade and Services 6,420,135 418,663 15,132 1,IBE,198 136,028
Export 1,078,284 I 30,643 181,673 498,187 F16,462
Health & Education | 56,658 - & 13,234 280
Hotel And Tourism 419,913 15,029 = 24,341 -
Import 2,196,637 75,662 270,398 370,901 62,341
Manufacturing 2375639 169,639 1,491 227423 653,704
Personal 2,070,258 6,468 7061 408518 107.667
Transport & Communication 67,320 11,617 293 33599 1,020
Oither{Staff) _1,352.423 2,166 - 64,194 516,789
L0100, 794 —— 4§ 40130919 ]
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Berhan Bank 8.C
Notes to the Financial stntements

RA9 Collateral held and thelr Minancial effect

The general creditworthiness of a customer tends to be the most relevant indicator of credit quality
of a loan extended 1o it, However, collsteral provides additionnl security and the Bank generally
requests that borrowers provide it Staff lonne are secured to the extent of the employess continued
employment in the Bank and against the buildings or vehicles purchased,

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

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

The fair value of collaterals ather than properties such as share certificates, cash, MBE bills efe.
23 disclosed at the carrying amount a3 management iz of the opinion thet the cost of the process of
establishing the fair value of the collateral exceeds benefits accruable from the exercise.

At 30 June 2024, the net carrying amount of credit-impaired loans and advances fo customers
amounted to ETB1.99 billion and the value of identifiable collateral held against thase loans and
advances amounied to ETB 2.3 billion. For each loan, the value of disclosed collateral 15 capped
at the nominal amount of the loan that it is held against.

84  Liguidity Risk

Ligquidity risk 1s the risk thet the Bank cannot meet its mafunng obligations when they become
due, at reasonable cost and in a timely manner. Liquidity risk management in the Bank is solely
determined by Asset Liability Management Committee, which bears the overall responsibility for
hiquidity risk. The main objective of the Bank's liquidity risk framework is fo maintain sutficient
liquidity in order to ensure that we meet our maturing obligations.

B8.4.1 Management of Liquidity Risk

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

Prudent liquidity risk management implies that sufficient cash is maintained and that sufficient
funding is available to meet its linbilities when due, under both normal and siressed conditions,
without incurring unacceptable losses or risk damage 1o the Bank's reputation,
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B41 Mnturity Analysis of Financial Liabilities

The table below analyses the Bank's financial liabilities into relevant maturity groupings based on
the remaining period at the statement of financial position date to the contractual maturity date,
The cash flows presented are the undiscounted amounis 1o be settled in future.

=20 31 -9 91 - 180 1Bl =365 Owver 1

days days days days year Total
30 June 2024 Bire'000  Bire'000  Birr'000  Birr'000  Birr'000  Birr'000
Deposits from customers 3,316,697 737044 1,105,566 1 4T4.088 30218798 34,852193
Due to Banks & Other 578,018 = . - - 573,018
Institutions
Current tax liabilities - - 2B6,3ED - - 286,389
Maorgins held on letters of - ET7992 - - - 567002
credit
Borrowings - = . . . "
Provisions - 170,018 12,501 17,502 50,005 250,027
Retiremsent benefit 682 1,365 2,047 2,730 129,861 136,485
obligations
Other liabilities 55,845 213,982 445,083 243,940 108,061  [,069912
Deferred Tax Liabilities - - - - 67,295 67,295
Total financial linbilitles 3,954,243 1,690,401 1,851,586 1,738,259 30,873,810 39,808,311

0- 30 JI-90 91-180 1B1-365 Owver |

days days days days year Total
30 June 2023 Bire'000  Birr'00d  Bire'000  Bire'000 Birr'000  Birr'000
Deposits from customers  3,040406 675646 1,013,469 1351292 27,701,481 33,782,294
Due to Banks & Other 3,518,408 - - - -  3,51E 408
Institutions
Current tax liabilities . - 79,077 - - T79.077
Margins held on letters of - 365273 - - - 165,273
credit
Borowings -~ 559028 559,028
Provisions = 44,2315 3253 4,554 13,010 55,052
Retireinent benafit 300 1,018 1,527 2036 06,705 101,793
obligations
Onher liabilitics 83,027 30L915 827,584 244,183 152,467 1,508.576
Deferred Tax Lisbilities - - - - 35,275 35275
Taotal financial liabilities 6,642,350 1,947,115 1725309 1,702,065 17,998,939 40,015,777
R
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RS Market Risk

Market nisk is defined as the risk of loss that the fair value or future cash flows of a financial
instrument will Muctuate because of changes in market risk foclors such s interest rates, foreign
exchange males, equity prices, credil spreads and their volatilities. Market risk ean arise in
conjunction with trading and non-trading activities of a financial institutions.

The Bank dees nod ordinarily engage in trading activities as there are no active markets in Ethiopia.
8.5.1 Management of Market Risk

The main objective of Market Risk Management is to manage and conirol market risk exposures
within acceptable parameters, while optimizing the return on risk. Market risk is monitored by
the risk management depariment regularly to ientify any adverse movement in the underlying
variahles.

(1] Interest Raie Risk

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

The Bank's exposure to the risk of changes in market interest rates refates primarily to the Bank's
chligations and financial assets with floating interest rates, The Bank is also exposed on fixed rate
financial assets and financial linbilities, The Bank's investment portfolio is comprised of treasury
bills, Ethiopian government bonds and cash deposits.

The 1able below sets out information on the exposures to fixed and variable interest instruments,

Non-interest

a0 June 2024 Fixed Floating bearing Tatal
Birr'000  Birr" (00 Birr'D00 Birr' 000

Assels

Cash and balances with banks 1,161,580 - 3,6TE,335 4 I 915

Loans and advances 28,910,232 - 292,023 29 202 255

Invesiment securities 3,604,270 - . 3,604,270

Total 33,070,082 - 3,970,358 37,046,440

Mon-interesi

30 June 2023 Fizsed  Floniing bearing Total
Birr'000  Birr'0(p Birr'(00Q Birr"0(4

Assets

Cash and balances with banks EDS5 854 - 2,836,870 3,732,724

Loans and sdvances 27,072 597 - 273,461 27,346,058

Invesiment securities 1,833,003 - - 3,833,003

Total 31,801,454 f“"“‘;;.\ 3,110,331 34911785

CamScanner


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

Rerhan Bank 8.0
Motes to the Finnncelal stmiements

b —

|
f—

. . T L T, T [ e

(i} Forelgn Exchange Risk

Foreign exchange risk is the risk that the fair value or future cash flows of a financial instrument
will Nuctuate due to the changes in foreign exchange rates.

The Bank is exposed to exchange rate risks to the extent of balances and franzactions denominated
in & currency other than the Ethiopian Birr, The Bank’s foreign currency bank accounts act as a
natural hedge for these transactions, Management has set up a palicy to manage the Bank's foreign
exchange risk sgainst is functional currency.

The table below summarizes the impaet of increases/decreases of 10% on equity and profit or loss
arising from the Bank’s foreign denominated cash and bank balances,

The total foreign currency denominated assets and liabilities exposed o risk as at 30 June 2024
was Birr 145.6million and 30 June 2023 Birr 219.5million,

Foreign currency denominated balances

Fo.June =g g0 June 2023

Hirr'ooo Birr'ooo

Cash and bank balances g10,815 ErE.039
Degeosits/ Linhilities a56.485 456434
Mer Furm'Er: Currency derrominated balances {145.666) 219,505

Sensitivity analysis for foreign exchange risk

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

The sensitivity of the Bank's eamings to fluctuations in exchangs rates is reflected by varving the
exchange rates at 15% and 5% as shown below:

30 June 2024 30 June 2023

Bire' 000 gl-in‘l}ﬂﬂ

USD cash at Foreign and Cash Balonces LREL 675,939
1 5% appreciation of Dollar 46,623 101,391
5% Depreciation of Dollar (15.541) (33.797)
31,082 67,594

8.6  Capital Management

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

future development of the business. gk
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Bl Capital Adequacy Ratio

According to the Licensing & Supervision of Banking Business Directive No SBB/T8/2021 of
the Mationnl Bank of Ethiopia, the Bank has to maintain capital to risk weighted assets ratio of
B% ot all times, the risk weighted assets being ealeulated as per the provisions of Directive No

SBRM/OS jgsued on August |8, 1995,

The capital adequacy ratio is the quotient of the capital base of the Bank and the Bank's risk

weighted asset base,

Capital includes capital contribution, legal reserve and other reserves 1o be approved by Lhe

Mational Bank of Ethiopia,

30 June 2024 30 June 2023
Birr'tig Birr'00Q
Capital
Capital contribution 3,947 308 3,350,433
Share Premmmum 16,372 15,847
Legal reserve 1,153,737 856,684
Other Reserve 310,080 106,983
Regulatory Risk Reserve 604 020 403, 104
5,532 107 4,833,050
Risk weighted assets
Risk weighted batance for on-balance sheet items 26,320 095 2E,042,056
Credit equivalents for of f-balance Sheet lems 3,040 158 2,772,076
Total risk weighted assets 30,838,254 30,814,131
Rask-weighted Capital Adequacy Ratio (CAR) 18% 16%
Minimum required capital 8% 8%
Excess 1% 8%

B.7 Fair Value of Financial Assets and Liabilities

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

Al assets and liabilities for which [air value 13 measured or disclosed in the financial statements
are categorized within the fair value hierarchy, which comprises of three levels as described below,
based on the lowest level input that is significant to the fair value measurement s o whole.

H.7.1 Valuation Models

IFRS 13 specifies a hierarchy of valuation iechniques based on whether the inpuis to those
valuation lechniques are observable or unobservable. Observable input reflect market data
obtained from independent sources; unobservable inputs reflect the Bank's market assumptions.
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All nsscts and liabilities for which fair value is measured or disclosed in the financial statements
are categoerized within the fair value hicrarchy, described as follows, based on the lowest level
impt that iz significant 1o the fair value measurement ag a whale.

Level 1: Inputs that are quoted market prices (unadjusted) in active markets for identical assets of
liabilitics.

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

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

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

8.7.2 Financial Instruments Not Measured at Fair Value - Fair value Hierarchy

The following table summarizes the carrying amounts of financial assets and liabilities at the
repocting date by the level in the fair value hierarchy into which the fair value measurement i3
categorized.

Gross Carrving

30 Seipne 2024 amaount Level 1 Lewel 2 Level 3 Total
Birr'000 Birr'004 Birr' ({0 Birr'o0o Birr'000

Financial asseis

Cash and balances with 4,840 068 - d 240 a8 -

banks 4 8340 068

Loans and advances 29 EOE 240 - 29, 598 Gl - 20,398 940

Investment securities l.’.l'ﬂ!lﬁm - - 3|'.I'|{E.,ﬁﬂ-i 3,702 604

Total 38,441,612 = 34,739,007.9 3,702,604.080 3E441,611.96

Financial liabilities

Deposits from customers 14,852,193 - 16,852,193 . 36,852,193

Other liabilities 1,069,912 - | 069,912 - | 69002

Total 37,922,105 - 17,922,105 - 37,922,105

|
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(iross

Carrying
30 June 2023 amount Level 1 Level 2 Level 3 Total

Bire' 000 Birr' 000 Birr'dno Bire'000 Birr' 000
Financinl asseis
Cash and balances with banks 3. 732,813 - 3,732,813 3,732.B13
Loans and advances 27827288 - 2TR3IT.2E3 = 27827288
Investment securilies 3,893 784 - 3,893 T 3,893 TR4
Total 35,453,885 - 31,560,101 3,893,784 35,451,885
Financial liabilities
Deposits from customers 33,762,294 - 33,782,294 - 33,782,204
Other linbilities 1,509,576 - 1,509,576 - 1,500,576
Total 35,291,870 - 35291870 - 35191.870

E. 7.3 Transfers between the Fair Value Hicrarchy Catepories

During the reporting periods covered by these annual financial statements, there were mo
movements between levels as a result of significant inputs to the fair valuation process becoming
ohservable or unobservable,

8.8 Ofsetting Financial Assets and Financial Liabilities

There are no offsetting arrangements. Financial assets and liabilities are settled and disclesed on a
pross basis,

9 Interest Income
30 June 2024 30 June 2023
Birr'0i0 Birr'000
Interest on loans and advances 4,707 404 4 037 666
Interest on invesiment securifies 2ad, 135 251,474
Interzst on deposits due from banks 120615 102,393
5,112,154 4,391,533
10 Interest Expense
30 June 2024 30 June 2023
Glrrang Birr'0do
Interest on Demand deposits (15,027) (19.226)
Interest on Saving deposits (1,150,210) (1,073,164)
Interest on Time deposits (521,216) (333.279)
Interest on borrowings from domestie banks (66,728) (138,041}
Interest expense — Lease (43,336) {39.,958)
{1,796,517) (1,603,668)
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] Fevs and Commisslan Income

30 June 2024 30 June 2023
Birr 0040 RBirr'nio
Commission on letters of credil | 6 00T kR, 156
Commission on CPOs, Chegues and FTs 1,365 | 670
Commission on guaranices 267,391 122,782
Fees Income 166,206 280,054
Commission on PO issuance 6 K67 19,353
H3i6,526 512015
Fee nnd commission expense :
Fee and commission Expense (' 79.807) {76,842)
(79,807) {76,842)
Net fees and commission income 756,719 435,173
12 Other Operating Income
30 Jume 2024 30 June 2023
Birr' D00 Bire D)
Diher mecome 236,728 35,700
Giain on foreign exchange 201,533 188, 466
438,261 218,166
13 Impairment losses on Finanecial Instroments
M June 1024 30 June 2023
Birr' 0 Birr 0040
Loan Impairment Charge 144 207 (207,763)
Impairment Loss-Other Financial Assels {77,291} {103,186)
66,916 (311,149)
14 Personnel Expenses
30 June 2024 10 June 2023
Birr* 000 Birr" 000
Short term employee benefits :
Sularies (1,220,871} (1,061,522)
StafT allowances (157,324) (226,334)
Overtime [23,033) (20,386)
Bonus (174,1352) -
Training and Education [21,293) (49,123)
Leave Payment [15,751) (21,313)
Pension costs — Defined contribution plan (133,539) {115,039)
Provident Fund - Defined contribution plan (12,140) (11,105)
Dther siaff expenses (83,404) (B2,338)
(2,041,509) {1,587,400)
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Long term emplovee benefits

Defined henehit plans-Severance __(34772) (28,870

(2,076281)  (L6I6ZT0)
15 Other Operating Expenses

S0 June 2024 30 June 2013

Birr" 0 Birr' 004

Utilities (9,865) (10,638)
Advertisement and promotions (42,222) (44,218)
Software Maintenance Fee (43,049 {40,141)
Sponsorship expenses (3,742} {4,763)
Communication expense (16,004 (19.012)
Postapge and stamps {368) (325)
Stationery and office expenses (63,212) (87,863)
Legal and professional fees (3,002) [(B6
Audit fees (538) (449)
Repairs and maintenance (28.877) {39,636)
Travelling expenses (16,881) {16,163)
Donations (132} {32,748)
Insurance (132,102) (25,717)
Enfertainment {6,113} (6,834)
Fuel and Iubricant (8,570) (10,081}
Miscellanesus expenses (74,043) (36,626)
License fees (345) (294)
Director fees (1,220) {1,270)
Fines and penalty (2,784) (546)
Loss on foreign exchange (135,746) {168,941}
Lass on Revaluation or Disposal (2,593) e
Impairment Loss - Property (30 (75]
Inventory Write-Down Expense (5B} (15
lmpairment Loss on Assets Held for Sale (45) (10007
{592,576) {547,315)

#  From birr 132 mill insurance expense, bir 98.9 mill includes Anmual premium paid to
Ethiopian Deposit insurance fund for the FY 2023/24.

16 Company Income and Deferred Tax
lén  Reconcillation of effective tax to statutory tax

The tax on the Bank's profit before income tex differs from the theeretical amount that would arise
using the statutory income tax rate as follows:
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10 June 2024 30 June 2023
Rirr 000 Rirr' DM
Carrent income tax
Charge for the year: 287,553 §7.139
Prior year (over) under provision - 21,952
Dieferred income tax/{eredit) 1o profit or loss 32,020 17418
Total chasge to profit or loss 319,573 96,609
Tax (credit) on other comprehensive income {93,024) (62,095)
Total tax in statement of comprehensive income 226,549 J4514
) June 2024 30 June 2023
Birr'000 Birr' 000
Profit before tax 1,507,785 605,235
Add : Disallowed Expenses
Entertainment 6,113 6,534
Dionation 132 72
Sponsorship 3,742 4,763
Penalty 2,784 546
Awards 1,592 530
Accrued Leave Expense 15,751 21,313
Amortization of Right of Use asset 317,681 248,240
Interest Expense on Lease Liability 42,336 30,958
Impairment Loss = Property 30 73
Impairment Loss on Assets Held for Sale 45 100
Inventory Write-Down Expense 589 15
Provision for loans & other financial assets as per IFRS (66,916 311,149
Severance Expense 34,772 2E.870
Met Gain on disposal of FFE-IFRS (172,550} -
Met Gain on disposal of PPE-Tax | 94,263 -
Depreciation for [FRS accounting purpose 719,426 119,221
Amortization for IFRS accounting purpose 3,784 3,773
Cash Indemmity Allowance 13,378 10,296
Employee Interest rate Benefit-IFRS (34,040) (24,562)
Employee Interesi rate Benefit-Tax 174,052 118,652
Loss On Lease Modification 4 .
616,268 BE9. 845
Less :
Depreciation for 1ax purpose 246,215 103,991
Amortization of Frepaid Rent and Lease 340,421 267,448
Prewvision for lonns & other financiol assets for tax MBE 80% 132,705 443,363
Severance Paid 13,026 17,963
Leave Paid -F.:'nT: 4,927 8,962
Interest income taxed at source- foreign » 7,580 2825
Dividend income taxed at source | 8,063 5,844
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Interest income taxed al source-NBE Bills and T-Rills 284,135 251,474
Interest income taxed ol source-Local Deposit 113,035 99,568
Giain from reversal of impairment allowance 71 157
Cash Indemnity Allowance Paid 7,315 3117
Giain On Lease Modificalion d 43
1,167,508 1,304,754
Taxabile profi 957,245 190,326
Current tax at 30% 187,174 57,098
5% on interest on foreign deposits E¥)] 141
Total tax in statement of comprehensive income 2BT. 553 57,239
Averape Effective Tax Rate: 19.07 &.46

The average effective lax rale is the lax expense divided by accounting profit.

16k  Current income tax liability
30 Junc 2024 30 June 2023
Birr' D00 Birr 000
Balance at the beginming of the year T9.077 Q4 538
Charge for the year 287,551 27,239
Capital gains tax - =
Income tax expense -k i
Prior year (over)’ under provision - 21,952
WHT Motes utilized {1,154} (115)
Payment during the year (72,077} (94,518)
Balance al the énd of ihe vear 266,389 79,077

16

Deferred income tax assets are recognised only fo the extent that it is probable that fumure taxable
profit will be available against which the temporary differences can be wlilized,

3 June 2024 30 June 2023
Birr' (00 Birr'iid

The analysis of deferred tax assets/{liabilities) is as follows:
To be recovered afier more than 12 months (67,295) (35.275)
To be recovered within 12 months = ,
{67,205) {15,275}
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D-I!I'-E'-I'I'Ef.i hm:nnu 1ax asscls and linbilitics, deferred income fax chargedcredit) in profit or loss
{"PL), in equity and other comprehensive income are attributable ta the following items:

Credit!  Credit/
Deferred income tax At 1July  (charge) to  (charge)
assets/{liabHities): 2013 ML toequity 30 June 2024
Birr'00d Birr'000  Birr'000 Bi e (i
Property, plant and equipment 65,813 42,427 = 108,240
Provisions . = H 2
Unrealized exchange gain - = -
Tax losses charged to profil or loss > - - -
Post-cmployment benefit obligation {30,539 (10,407) - {40,946)
Total deferred tax assets/(liabilities) 35,275 32,020 - 67,295
Credit! Credit/
Deferred income tax Atl July (charge) to  (charge)
assets/(liabilities): 012 P/L toequity 30 June 2023
Birr'0oh Bire'000  Birr'0ii Birr'000
Property, plant and equipment 40,278 25,535 - 65,813
Provisions - . - =
Unrealized exchange gain - -
Tax losses charged to profit or loss . . - -
Post-employment benelit obligation {22.421) {B.11T) - (30,539)
Total deferred tax assets/(liabilities) 17,857 17418 - 35,275
17 Cash and Cash Equivalents
17a Cash and balances with banks
30 June 2024 30 June 2033
Birr (i) Bire" (0
Cash in hand local currency 1,700,300 1,746,101
Cash in hand lforeign currency 24416 22,110
Placement with other Institutions 1,478,983 988,732
Deposits with foreign banks 286,403 653,829
Balance held with Mational Bank of Ethiopia 1,342,957 321,931
Gross amount 4, Rl 068 3,732,813
Less :
Allovwance for Impairment- Bank Balances {153) (B9}
4,839,915 3,732,724
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Rerhnn Bank 5.C
Notes (o the Financial stnfemenits

Martwrity analysis 30 June 2024 30 June 2023
Birr 0K Birr 000
Current 2,200,368 1,322,113
Non-Current 2,549,700 2.410,700
4,840,064 3,731,813
17b Due from Banks & Oiher Financigl Tostitutions:
30 June 2024 30 June 2023
Bire 000 Birr'0a0
ATM Settlement-0fT Us 235,951 211,913
Chcc!ul: Clearance-Outward 2,655 5,439
Foreign Currency Receivable 191,831 55,862
Mobile Fund Transfer-Off Us 486,950 3.446,685
037,187 3,719.919
17¢  Hestricted Fund Balance
30 June 2024 30 June 2023
B (0 Rirr'0dd
Restricted Fund Balance 2,549,700 2,410,700

The restricted fund balance represenis 7% of deposit balance maintained with National Bank of

Ethiopia.

18 Loans and Advances
182 Louans and advances 1o customers

30 June 2024 30 June 2023

Bire (WD Bire' 000

Agriculture 152,334 102,126
Building &nd construction 5,640,130 5477570
Domestic trade and services 6272, T2 7,625,159
Export 1,426,388 1,169,447
Hotel and Tourism 410,348 425,279
Health and Education Service 245,060 159,851
[rrpeort 1,897,053 1,398,018
Manufacturing 23822610 2,881,224
Merchandise Losns 135,205 40,790
Civerdrafiz 3,651,249 2,701,459
Persanal loan 3,545,670 2,601,839
Pre-Shipment 004,823 1,140 898
Staff loan 1,106,207 2,235,378
Transpon 428,342 419987
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Berhan Rank 8.C
Motes o the Financlal stniemenis

Lrross mmodani 30,818 490 28891045
Less: Impairment allowance (note 18h)
Collective impaimment
Stage 1 (219,151) (194,483}
Stage 2 (1,357) (4,364)
Stage 1 (699.0:42) (864,911}
79,898,940 27,817,288
Less ¢
Interest in suspense {84 462) {69,921)
. _Swif Loan Market Interest Adjustment (612,223) {411,309)
Met Loan Balance 29,202,255 27 346,058
Maturity analysis 30 June 2024 30 June 2023
Birr' 000 Birr 000
Current 9,553,732 8,956,224
Mon=Current 21,264,758 19,934,821
30,818,490 18,891,045

186 Impairment Allowance for Loans and Advances

IFRS % key guidance on segmentation

(IFRS 0 B5.5.5) For the purpose of determining significant increases in credit risk and recognizing ‘

shared credit risk characteristics with the objective of facilitating an nnalysis that is designed to

a loss allowance on a collective basis, an enlity can group financial instruments on the basis of |

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

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

criterig include, but are nol lmited w0

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

gegmentation criteria;

How a Bank scts porifolio credit concentration limits;
Management's experience with regards to historical default trends;
Regulatory guidance on credit reponting, and
Financial statement disclosures and current credit reporting structures,

Based on the abeve facts the bank recognize the loss allowance by segmenting its portfolios into 1

the following clusters:

I. Apriculiure

2. Construction and Building (Including Hotel and Tourism)
3, Domestic Trade and Services (Including Transpos-Tnd |

Education Service)
4. Export and Impons

o
0
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Berhian Bank 8.C
Motes o the Finanelal sintements

5. Manufachiring

t. Personnal Loans (Including StafT Loans and Diaspora Loans)

A reconciliation of the allowance for impairment losses for loans and advences by class, is as

follows:;
Charge
Asal 30 June for the 30 June
Colfective alfowance for impairment 023 year pl | P
Birr'000 Birc'000  Birr'000
Allowance For Impairment - Agriculture (661) (133) (754)
Allowance For Loan Impairment - Building & Construction (630,992) 46,831 (584,161)
Allowance For Loan Impairment - DTS (164,701) 45881 (118,830)
Allowance For Loan Impairment - Export and Imports (118 438) B3.300 (35.186)
Allowance For Loan Impairment - Manufacturing (4,832)  (31,077)  (7.90%)
Allowance For Loan Impairment - Personal (6,695) (B.598) (15.293)
Allowance For Loan Impairment - merchandise loans (7 (602) (779)
Allowance For Loan Impairment - Preshipment loans (49,245)  (5007) (54.252)
Allowance For Loan Impairment - Overdrafis (87,9397 (14,383) (102,324)
Allowance For Loan Impairment - Emergency staff loans {18) (3} (23)
Total - Collective Impuirment (1,063,756) 144,205 (919,551)
As gt 30 Charge
June for the 30 June
Collective allowance for impairment 1022 year 2023
Birr'0od Birr'(n Bire' (M
Allowance For Impairment = Agriculture {320 (141} (661}
Allowanee For Loan Impairment - Building & Construction (613,852)  (17.140)  (630,992)
Allowanee For Loan Impairment - DTS (69,223) (95,488) (164,711)
Allowanee For Loan Impairment - Export and Imparts (26,145) (92,341) (11E.486)
Allowance For Loan Impairment - Manufacturing (8,350) 1,518 (4,832)
Allowance For Loan Impairment - Personal (5,723) (972) (6,695)
Allowanee For Loan Impairment - merchandise loans - (177} (1T
Allowance For Loan Impairment - Preshipment loans (44,318) (4,427) (49,2435)
Allowance For Loan Impairment » Overdrafis (R7.347) (592) (87,939
Allowance For Loan Impairment - Emergency staff loans {15) [E))] (18}
Tatal - Collective Impairment (B55,001)  (207,761) (1063,756)
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Berhan Bank 5.0
Muotes 1o the Financial sintements

19 Investment Securlties

10 June 2014 30 June 2023
Rirr' 000 Birr' 0040
I%  Bond: and Rills 1,604,450 3,833,127
Lpss:
Allowance for impairment - Bills & Bonds [ B0
Mot Bond and Bills 3,604,270 3.8331.003
1% Equity Investments 98,154 60,657
Fair Value Adjustment = Equity Investments 361,998 245.957
Net Equity Investments 460,152 Ieald
Marurity analysis 30 June 2024 30 June 2023
Bire' 000 Birr' 000
Current 3,604,270 3,833,003
Non-Current 460,152 306,614
4,064,422 4,139,617

The Bank holds equity investments in Ethio Switch 5.C, Berhan Insurance 5.C., Premier Switch
Solution 5.C and Debo Micre Finance 5.C. The percentnge sharehelding for each equity
investmenis is summarized as follows:

Amount
30 June 2024 Mamber of | % owhed as | lnvested in Fair Value as
Birr' 000 shares per the Bank "M per IFRS 9

Ethswitch 5.C. 68379 3. RRY 68,379 I8E.970.80
Berhan Insurance 5.C. 18.259 5 40% 18,239 26,053 43
Premier Switch Solution 5.C 5,849 4.08% | 9,849 431,610.42
Debo Micro Finance 5.C, 1,667 2.19% 1,667 1.518.040

Total Equity Invesiments 460,152

A averd
o Mein il-':':g;}
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Berhan Bank 8,0
Notes to the Financinl stetements

[ Amount
0 June 2033 Nomber of | % owmnerd as Invested In Fair Value as
Eirr"000 shares per the Dank 100 per IFRS 9
Ethswileh 5.C. 40,877 85054, 40,877 277.491.69
Berhan Insurance 5.C. 13,313 4,928, 13,313 19,057.86
Premier Swilch Solution 5.C 4,800 1.22% 4,800 B,501.04
Debo Micro Finance 5.C. 1,667 | 3,09%, 1,667 1,473.15
Total Equlty Investments 306,614
Zh Oiher asseis
30 June 2024 30 June 2023
Financial assels Bire' 0 Birr'000
Other Receivables 1062305 945,733
1,162,305 045,735
Moni-Minancial assets
Prepayments 61,139 38 209
Prepaid Siall Benefits 721510 485,557
782,649 524,766
iross amount 1,844,954 1470501
Less :

Impairment allowance for Other assels 194,259 217,235
Ner amaunt 1,550,695 1,153,266
Maturity analysis 30 Jume 2024 30 June 2023

Birr'00d Birr'000
Current 465 208 375,980
Mon-Current 1,085 487 E7T.2%5
1,550,695 1,253,266
202 Impairment Allowance on Other Assets
A reconciliation of the allowance for impairment losses for other assets 15 ag follows:
30 June 1024 30 June 1013
Birr'000 Birr' i
Ralznce at the beginning of the year 217,235 113,928
(Reversal)charge for the year y "'T i -'r 77,024 103,307
Balence at the end of the year 104,159 217,125

#ANCYY
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Berhnn Bank 5.C
Notes to Lhe Financial stntements

b Inventory

A breakdown of the items included within inventory is as follows:

Al June 2024 30 June 2023
Bire'(00 Rirr'D00
Sundry materials 49,178 204135
Check books 9 469 5,167
Stationary 19,232 17,731
Printed materials 73,619 24,688
Draft and CPO 1,143 1,179
Revenue stamp 67 74
(Frosy amounnt 152,708 78,254
Less:
Allowance for Inventory Wiite-Down (64) (75)
152,044 78,179
e Mon-Curreni Assets Held far Sale
30 dune 2024 30 June 2023
Blrr ik Bire (00
Assets Held for Sale 215,181 58,536
Liess:
Allpwance for Impairment Assets Held for Sale {5407 {493)
114,641 28,041

The non-current assets held for sale comprises repossessed collaterals, The buildings are not
impaired 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 carn

rentals of for capital appreciation or both.,

- Investment property is initially measured at cost,

- The Bank uses fair value model through Profit or Loss for subsequent measurement of investment

properiy.

- Any gain or loss resulting from either a change on the fair value or sale of an investment property
is immediately recogrized in profit or loss with in change in fair value of investment property.
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Berhan Bank 8.0
Notes 1o the Finaneln] statements

12 Intangible Assets

Computer softwiare
Birr'ooo
Cingts
As al 1 July 2oes 45,008
Arquisitions -
Disposal -
As al 3o June 2osy 25,008
As a1 July 202y 25,068
Aoquisitions -
Drispeasal -
As at 30 June 2024 25,003
Accumulated amortization and lmpalrment losses
Asat 1 July 2022 12, 4840
Amaortization for the year 3,773
Jmpairment losses -
As sl 0 June 2029 16,265
As al 1 July 2023 Lh26T
Amortization for the year 9 78
Impairment loases .
As at 30 June 2024 20,046
MNet book value
_As at 30 June 2033 B.Bis
Asat 30 June 2024 5,052

0118681295
011s41235

BO|Fage
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Berhan Bank 8.0

Notes 1o the Financlal stnlemenis

23 Property and equipment

Cosiz

As al 0] July 2022
Additions
[Msposals
Reclassification

As i 30 June 2033

Accumlnicd amorisation &
Imspakrine nd Iosyes

As gt 01 July 2022

Charpe for the year
bmpaimment Loss

Digposals

A at 30 June 2023

A ai 01 By 2023
Additions
Ditpasals
Reclassificaton

A a0 Jane 2024

Accomulsied amortisation &
Impairment bosyes

Asoan @] July 2033

Chrargs for the year
levpmirment Loss

Diispaosals

As i 30 Jimne 2024

Met baok valae
As an 30 kune 2023
As at 30 Juns 1124

Huitfings Mator Office & other Furnitore & Computer &  Right-af-  Total
veldches  equipment Medingd necesdnrles  mme avied

Birr' 000 Bire" (600 B B0 Rirr*ian Birr'00d  Birr'000 _ Birr' (M0
The14 379938 366,147 133075 10644 1,324,136 2,57T9444
= 121,320 1, B42 &l 560 ETIT0 476313 351694

¥ ¥ (4} {71} {73
70614 501,258 473,005 J13024 173,531 1,R00449 341,063
PR L I 125,993 L4001 B5, 000  45R.0m4  TT5MI6
1383 14,712 46,937 K035 32251 MRZ40 387461
P - 75 {54) (85) - (&)

: s {2 (30 = (33)
4,211  TH bbb 174,104 E3HI4 97241 07,18 1.143.181
70,614 501,258 4T3,085 3ini24d 273531 1,800,449 3441063
132,613 40,754 TTHESL  IEDART  R49TIE

(129500 (50,7913 [12,908) (5,783} {6,074) (8E.508)
ﬂ,ﬁi.; 450,465 542 80T 36,96 J4E301 1189936 4,002,282
4,33 TR,646 173,004 A1.514 97241 TOT.134 1,1431B1
43 12,797 24 90 Q.14 1658 317681 397,007
{1E} (45} 3 {42)

(340) {24.557) (10,083} {3,262} {4,508) (43 360)
1,925 76,905 192,804 88,718 109,621 1,024,916 1496886
66,392 411592 00081 239311 176292 1,093,215 1297862
53,719 373,51 400,006 277080 135690 1165020 2.505395

The gross carrying amount of fully depreciated still in use are 23 follows:

Muotor Officeand Furnitureand  Computer and
vehicles  other equipment fittings accessories
As at 30 June 2023 I 3ol

4,145
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Berhinn Bank 5.0
Nobes to the Filnanciol stntements

e

I Linhilitics

dn  Due to Banks & Other Instiintlons

s

30 June 2024 30 June 2023
= Tl L1 ]1] Birr 0
Cheque Clearance-Inward 7,905 9,193
- ATM Settlement-On Us 103,839 0B, 243
= Mobile Fund Transfer-On Us 466,274 3410972
STR.018 3,51 B.408
M 24b  Deposits from Customers
- A0 Tune 2024 0 June 2013
- B O Birr'oda
Demand deposits |2 078 453 2.040.876
- Savings deposits 20,279,921 21,770,027
g Time deposits 3,791,819 3,062,391
16,451,193 33,781,204
1 30 June 2024 30 June 2023
Ly Birr i Birr' 400
P Bomowings - 550028
i 30 Jume 2024 30 June 1023
Birr' 000 Birr'000
= Margins held on letters of credit SET 007 385273
| 24c  Other Liabilitics
. 30 June 2024 30 June 2023
g Birr'(k00 Birr" Qo0
Fimaneial Liabilifies
g Banking instruments payables 71,754 219,716
e Unecamed Income 72,370 41,842
Lease liability S0 Bdh 459 574
g Total Financial Liabilities 652,970 721,132
' Non-Financial Liabilities
g Tax and Cither Obligations 54474 54 800
i Sundry payables 362,468 713,644
Total Non-Financial Liabilities 416,942 TER, 444
. Total Financial and Nen-Financlal Liabilities « ~ , 5~ 1,069,912 1,509,576
— T e RF ¥, ™
x -"-‘.

CamScanner


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

BNerhan Bank 5.C
Notes 1o the Financial statements

Breakdown of Tac and Other Obligaiions:

a0 June 2024 30 June 2013
Birr'000 Birr'000
Emplayer Pension Comt 6,533 HOET
fncome Tax Payable 21,760 23,784
Stampr Duty Charges 12,798 4,787
Income Tax on Savings Interest 6,651 T.2T7
Wirkholding Tac-Local 1,392 1,356
Value Added Tax-Var Payable SR 1,713
Withhalding Tax -Technical Service-Abroad 101 674
Cast Skaring Expense Pavable L] -
Reverse Taxation Payable 512 532
Emplayee Pension Cont 4,129 5,643
Rovalty Tax - 47
54474 54,800
24d  Provisions
30 June 2014 30 June 2023
Birr'00d Bire"00d0
Leave Pay T5.E76 f35,052
Bonus Pavable 174,151 -
180,017 65,052
24e  Retirement Benefit Obligations
30 June 2024 30 June 2023
Birr'000 Bire'po
Defined benefits liabilities:
Mote 24
Severance pay (N 136,485 101,795
Liability in the statement of financial position 136,485 101,795
Income statement charge included in personnel expenses:
Mo
Severance costs 24400 14772 2E.BT0
Toial defined benelil expenses 34,772 28,870
Remeasurements for:
Hole
Remeasurement gains/{losses) 24(M {12,544) {15,151}
(12,944) (16,151]
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Rerhan Ronk S.C
Kotes 1o the Flnnnelal sintements

The income sintement charge included within personnel expenses includes eurrent service cost,

intierest oo, psl service costa on the defined benelit schomes,

Mumtirity amelysis 30 June 1034 30 June 2023
Bire 0o Bire'pog

Cumenl 16378 13,093
Non-Current 120,107 58,702
| 36,485 101,795

4l Severance Pay

The Bank operates an unfunded severance pay plan for ils employees who have served the Bank
for 5 years and above and are below the retirerment age (i.e. has not met the requirement o access
the peasion furd or Provident Fund), The final pay-out is determined by reference to current
benefit’s level (monthly salary) and number of years in service and is caloulated as | month salary
for the first year in employment plus 173 of monthly salary for each subsequent in employment to

a maximum of 12 months final monthly sslary.

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

doJune 2024 3o June 2023
Birr'ooo Birr'ooo
A Linbility recognised in the lnancial position 136,485 101,795
B0 June 2024 50 June 2029
B Amount recognised in the profit or Loss Birr'ooo Birr'ooo
Current service cost 12,857 10,188
Interest cost 23,315 18,682
A4.772 28870
14g Retirement Benefit Obligations (Conid)

Amount recognised in other comprehensive income:
Actuarial (Gains)Losses on economic assumptions 8,796.00 B,560.00
Actuarial (Gains)/Losses on experience 4,148 .00 7.591.00
11,944 16,151
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Nerhan Hank 8.0
Motes to the Finnnelal stalements

At June 20@4

i June 2023

Rirr'ooa Rirr'ooo

{Linbility)/ Asset at beginning of period 101,795 74737

{Expense)/Income recognised in OCI 4,148 7.591

{ Expenze)/Income recognised in Profit and Loss 34,772 28870

Remeasurement (gains]f losges 8, mel A.560

Benefits paid (13,026.00) {17,963 000
Al the end of the year 136 101

The significant actuarial sssumptions were as follows:
i) Financial Assumption Long term Average

30 June 2024 30 June 2023

Birr'000 Birr'000

Discount rate (p.a) | 8.70% 20.60%

Inflation Rate |4.30% 15.10%

Leng term salary Increase rate (p.a) 16.30% 17.10%

i) Muortality im Service

The rate of mortality essumed for employees are those according to the British A45/52 uliimate
table published by the Institute of Actuaries of England These rates combined are

approximately summarized as follows:
Mortality rate
Age Male Female
20 0.31% 0.22%
15 0.30% 0.23%
30 0.36% 0.31%
35 0.41% 0.18%
il 0.52% 0.32%
435 0.45% 0.43%
a0 0.63% 0.63%
53 0.98% 0.98%
60 1.54% 1.54%

24k Retirement Benefit Obligations (Contd)
fif) Withdrawal from Service

The withdrawal rates are 08 summarized below:

=
L, meend Coprigpg | T8
Buisanpiaig
: o
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Berhan Nank 8.0
MNobes bia the Flnanclal statements

15

26

7

Ape Resignation rates per annum
20 | 5.00%
25 1 2.30%
Al [0.00%
35 150
4i) 5.00%
45 2.50%
S+ 0.00%
Ordinary Share Capital
30 June 2024 30 .June 2023
Birr'(id Birc'aa
Authorized:
Oirdinary shares of Bimr 1,000 each 3,447 898 3,350,433
Issued and fully poid:
Ordinacy shares of Birr 1,000 cach 3,447 498 1,350,433
Share Premium (Net of tax) 16,372 15,847

As at 30 June 2024, the Authorized share capital of the Bank comprised of 3,447,898 ordinary
shares with a par value of Birr 1000, Izssued and fully paid ordinary shares, which have a par
valoe of Birr 100, carry one vode per share and carry o right to dividend.

The holders of ardinary shares are entitled 1o receive dividends as declared from time to time
and are entitled to one vole per share at Geperal Mestings of the Bank.

Retained Earnings
30 June 2024 30 June 2023
Bire' 000 Birr'00d
At the beginning of the year 196,394 235,631
Profit / (loss) for the year 1,188 212 508,626
Transfer 1o legal reserve (207,053) (127,157
Dividend provided for / paid (196,394) (235,631)
Direstar's Share of Profit E {1,42%)
Prior Peniod Tox Expense (9,154) (34,918)
Transfer 10 Regulatory Risk Reserve (213,470 (148,733)
Transfer from Regulatory Risk Reterve 12,553 .
Al the end of the year 1,088 196,354
al Reserve
o 30 June 2024 30 June 2023
Birr' (4 Birc 000
At the beginning of the year a6, 084 T29.517
Transfer from profit or loss e 207 0353 127,157
,mfﬁqﬁh

2 |
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Nerhnn Bank 5.C
Notes Lo the Finuneial sinlements

The MBE Directive Mo, SBR/A4/DE requires the Bank to transfer annually 25% of its annual net
profil 1o s legal reserve account until such account equals its eapital. When the legal reserve
account cquals the capital of the Dank, the amount (o be transferred (o the legal reserve account

will be 10% (ten percent) of the annual net profit,
28 Other Reserves:

30 Juime 2024

30 June 2023

Birr 000 Birr'000
Other comprehensive income :
Remeasurement Gain or Loss on Defined Benefit Plans (51,918 (38,974}
Movement in fair value reserve-equily instruments 361,998 245,957
310,080 206,983
Income tax relating to Other comprehensive income
Remeasurement Gain or Loss on Defined Benefit Plans (15,575) (11,692)
(13,5735.400 (11,692.20}
Net Other comprehensive income :
Eemeasurement Gain or Loss on Defined Benefit Plans {36,347%) {27,282}
(36,343) (27,282)
Income tax relating o Other comprehensive ingome ;
Movement in fair value reserve-eguity instrumenis 108,599 73,787
108,599 73,787
Net Other comprehensive income :
Movement in fair value reserve (equity instruments) 253,399 172,170
251,399 172,170
19 Repulatory Risk Reserves:
30 June 2024 30 June 2023
Birr 000 Birr ()
Al the beginning of the Year 403,104 254,371
Transfer fromito Retained Earning-Loan Provision 72007 .
Transfer fromuto Retained Earning-Receivable Provision 141,373 86,804
Nei reguiatory risk reserve-Suspended Inerest {12,553} 61,929
At the end of the Year 604,020 403,104

The Repulatory risk reserve is a non-distributable reserves required by the regulations of the
nd receivables in excess of

Mational Bank of Ethiopia to be kept for impairment losscs on |

Vhmm
L
g
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Rerhan Bank 5.C
MWoltes to the Finnncinl siatements

Where the loan loss impairment determined using the Mational Bank of Ethiopia guidelinegs is
higher than the loan lost impairment determined using the Expected Credit Lass Model under
IFRS, the difference is transferred to regulatory risk reserve and it is non-distribulable to the
awners of the Bank.

Where the loan loss impairment determined using the Mational Bank of Ethiopia guidelines is
|oover than the loan loss impairment determined using the Expecied Credit Loss Model under [FRS,
the difference is transferred from regulatory risk reserve to retained camings to the extent of the
non=distributable reserve previously recognized.

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

30 Earnings per Share

Notes 30 June 2024 30 June 2023

Birr 00 Birr'0id
Net profit attributable to ordinary equity holders 1,188,212 S0E. 626
Weighted average number of ordinary shares 3,391,670 3,256,697
Razic Eamings per share of Rirr 1,000 350.33 156.18
Retained carnings balance available for distribution
to- ordinery equity holders 24 681,083 196,394
Weighted average number of ordinary shares 3,391,670 3,256,697
Net Basic Eanings per share of Birr 1,000 200.81 60.30

Basic eamings per share (EPS) is caleulated by dividing the net profit for the year attributable to
ordinary equity holders of the Bank by the weighted averape number of ordinary shares

autstanding during the vear,
The net Basic eamnings per share is calculated after deducting legal reserve and regulatory reserves

from the net profit for the year and dividing it by the weighted average number of ordinary shares
outstanding during the year.

Kl | Related Party Transactions

Parties are considered to be related il one party has the ability to control the other party or exercise
significant influence over the ather party in making financial or operation decisions, or one other
party controls Both,
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Mevhan Bank 5.C
Motes to the Finnncial stntements

In the normal course of business, a number of banking transactiona are entered into with related
partics i.¢. siafl, directors, their associates and companics associnted with directors. These include
loans, deposits and foreign curmency transactions. Loans and advances to customers include loans
and advances o stail and to companies associated with directors. Contingent lHabilities include
guarantees and letters of credit for companies associaled with direciors,

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

Ma  Loans and Advances

30 June 2024 30 June 2023

Blrr' 0040 Birr M
Companies gssocieted with direciors
Al the beginning of (he year 239,125 105,470
Net movement during the year 3.346 129,653
Al the end of the year 144,471 239,125
Guaranteess and letiers of credit (o companies
associaled with directors = -

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

A0 June 1024 30 June 2023
Bire'000 Birr'00o

Directors
At the beginning of the year E34l11 59918
Net movement during the year 13,644 23493
Al the end of the vear 07,055 #3411
Guaranices and letters of credit 1o directors - -

These loans and advances are performing and are adequately secured.

31k Deposit by DMrectors and key management personnel

a0 June 2024 30 June 2023

Hirr 000 Hirc'000

Al the beginning of the year 1,627 7,185
Met movement duning the vear o {8,75T) (5,559

1,627

7130 ——
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Rerhnn Rank 5.0
Notes (o the Finnnein] siatements

Me  Key management compensation

Key management has been determined to be the members of the Doard of Directors and the
Executive Managemeni of the Bank. The compensation paid or payvable to key management is
shown. There were no sales or purchase of goods and services between the Bank and key
management personmel as al 30 June 2024,

30 Jume 2024 30 June 2023

Birr'o0g Birr'000

Salanes and ether shor-term employee benelis 44371 44,403
Post-employment benefits - -
Termination benelits - -
Sitting allowance 3,146 2,548
Crkher cxpenses 58 01
47,575 47,553

Compensation of the Bank's key management personnel includes salares, non-cash benefits and
contributions 1o the post-employment defined benefits plans.

31d  IMreciors and Employces

i} The average number of persons (excluding diresctors) emploved by the Bank during the
yedr was as follows:

10 June 2024 30 June 2023

In Numher In Number

Professionals apd High Level Supervisors 24 20
Semi-professional, Administrative and Clerical 321 338
Technician and Skilled = i
Manual and Custodian G4 108
409 516

il}  The table below shows the number of emplovees (excluding directors), who eamed
over Birr 25,000 as emoluments in the vear and were within the bands stated.

30 June 2024 30 June 2023

In Namber In Mumber

25 000 - 40,00 539 IB1
001 - 60,000 276 pl i4]
0,007 - 100,000 B 123 59
Above 100,000 - 5

a L}
B, ey S
% e CBETILIN, o8

ark fal
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Berhan Bank 5.C
Notes to the Financial sintements

a2 Contingent Linbillties
iln  Claims and litigation

The Bank is a party o numerous legal actions brought by different organizations and individuals
prising from its normal business operations, The maximum exposure of e Bank to these legal
cases as at 30 June 2024 is Birr 87 million. Appropriate Provisicn has been held in the financial
statements. In addition, the bank has claimed by the tax authority related to dividend tax and the
bank appeal to the Federal High Court and the maximum exposure of the bank is 184 3mill,

Claims by the bank

The bank has instituted suits against third parties arising from the normal course of business. There
s no possible claim arising from settlement of these cases as at 30 June 2024,

31bh  Contingent Habillties and commitments

The Bank conducts business involving performance bonds and guarantess, These instruments are
given as a security to suppont the performance of a customer to third parties. As the Bank will anly
be required to meet these ablipations in the event of the cugtomer's default, the cash requirements
of these instruments are expected to be considerably below their nominal amounts.

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

30 June 2024 30 June 2023

Rirr' 000 Birr'00d

Ciuarantees issued and outstanding &, 544,301 1068 344
Commitrments on letters of eredit net of margin paid 100,435 46,7449
Loans approved but not disbursed 250,000 1,642,612
6,994,706 4,757,705

33 Commlimenis

The Bank has commitments, not provided for in these financial statements, as of 30 June 2024 Bim
785 million (30 June 2023: Birr 170.8 million) for purchase of vanous capital items.

k2 IFRS 16 - Leases

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

paymenis that are based on changes in local price indices.
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Berhan Bank 8.0
Noles io the Financial stalements

For short-term andlor leases of low.value items, the Bank has elected not to recognize right-of-use
aszcts and lense liabilities for these leases.

i. Right=ol-use nssels

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

[ In millians of ETH ! 1-dul-2} I-Juk-22
Balance ot 1 July 1,093,214.73 B63, 142
Depreciation charge for the year (317,681 (248,
Addilions 389 487 476,313
Balance ot 30 June 1,165,020 1,093,215 |

fi. Amounts recognised i prafit or logs

In millions aj’ET"B‘ 30-Jun-24 30-Jun-13
Interest on lease liabilitics (42,336) {39,958)

ifi, Amaunts recognised in statement of eash flows

In millions of ETB J-Jun-24 | J0-Jun-23
Total cash outflow for leases (75.927) | (62,369)

iv, Extension options

Most leases of office premises contain extension options exercisable by the Bank before the end
of the non-cancellable contract period. Where practicable, the Bank seeks o include extension
options in new leases to provide operational Nexibility. The extension options held are execrcisable
only by the Bank and not by the lessars. The Bank assesses at lease commencement date whether
it is reasonably certain to exercise the extension options. The Bank reassesses whether it i
reasonably certain 1o exercise the options if there is a significant event or significant changes in
gircumsiances within its control.

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 staie of affairs of the Bank as at 30 Jure 2024 and on the profit foc
the period ended on that date, which have not been adequately provided for or disclosed.
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