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ABAY BANK SHARE COMPANY
ANNUAL FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2024

-

Report of Directors
tements for the year ended 30 June 2024, to the

The directors submit their report together with the financial sta
rmance and state of affairs of

shareholders of Abay Bank (the Bank). This report discloses the financial perfo
the Bank.

Incorporation and address

Abay Bank was incorporated in July 2010 and registered as a public share holding company in accordance
with the banking business proclamation No. 592/2008. The Bank obtained its licence from the National bank of
Ethiopia on July 14, 2010 and started its operation on November 4, 2010. The Bank is domiciled in Ethiopia.

Principal activities
mize the stockholder value through sustainable growth and profitability,

d customer focused Banking products and services, boost operational
rt information technology, to be the employer of choice by creating
es achieve their career aspirations.

The mandate of the Bank is to opti
provide wide range of innovative an

excellence by employing state-of-the-a
conducive working environment wherein employe

Resulls

The Bank's profit for the year ended 30 June 2024 has peen transferred to retained earnings.

The summarised results are presented below.

30 June 2024 30 June 2023

Birr'000 Birr'000

Total operating income 6,127,934 5,378,215
Profit / (loss) before tax 1,045,310 2,124,416
Tax (charge) / credit (443,250) (572,945)
Profit / (loss) for the year 1,502,060 1,551,471
Other comprehensive income / (loss) net of taxes 37,404 62,551
Total comprehensive income!/ (loss) for the year 1,539,464 1,614,022

280.62 360.03

Earnings per share (Birr 1,000)

Directors

The directors who served during the year and up to the date of this report are set out on page 2.




ABAY BANK SHARE COMPANY

STATEMENT OF DIRECTORS' RESPONSIBILITIES
FOR THE YEAR ENDED 30 JUNE 2024

The Directors are responsible for the preparation and fair presentation of these financial statements in
conformity with International Financial Reporting Standards and in the manner required by the Commercial Code
of Ethiopia of 2021 (proclamation No 1243/2021) and for such internal control as management determines is
necessary to enable the preparation of financial statements that are free from material misstatement, whether
due to fraud or error. The Bank is required to keep such records as are necessary to:

a) exhibit clearly and correctly the state of its affairs;

b) explain its transactions and financial position; and

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

Proclamation.

The Directors accept responsibility for the annual financial statements, which have been prepared using
appropriate accounting policies supported by reasonable and prudent judgments and estimates, in conformity
with International Financial Reporting Standards, Banking Business Proclamation, Commercial code of 2021
(proclamation No 1243/2021) 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

affairs of the company and of its profit or loss.
The Directors further accept responsibility for the maintenance of accounting records that may be relied upon in

the preparation of financial statements, as well as adequate systems of internal financial control.

The Directors have made an assessment of the bank's ability to continue as a going concern and nothing has
come to the attaention of the Directors to indicate that the company will not remain a going concern for atleast
the next twelve months from the date of this statement.

Signed on behalf of the Directors by:

Dr Amlaku Asres g) Yehuala Gessesse

Chairperson of Boarg-m’ﬁ;l;ors
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INDEPENDENT AUDITOR'S REPORT ON THE ACCOUNTS OF
ABAY BANK SHARE COMPANY

Report on the Audit of the financial statement
Opinion

We have audited the financial statements of Abay Bank Share Company specified on page 10-66, which comprise
the statement of financial position as at 30 June 2024, the statement profit or loss and other comprehensive income,
statement of cash flows and statement of changes in equity for the year then ended, and notes to the financial

statements, including a summary of significant accounting policies.

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial position
of the Company as at 30 June 2024, and its financial performance and its cash flows for the year then ended in
accordance with International Financial Reporting Standards (IFRSs).

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our responsibilities under
those standards are further described in the Auditor’s Responsibilities for the Audit of the Financial Statements
section of our report. We are independent of the Company in accordance with the Ethiopian Code of Ethics for
Professional Accountants, and we have fulfilled our other ecthical responsibilities in accordance with these

requirements. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our opinion.

Key Audit Matters
Key audit matters are those matters that, in our professional judgment, were of most significance in our audit of the

financial statements of the current period. These matters were addressed in the context of our audit of the financial
statements as a whole, and in forming our opinion thereon, and we do not provide a separate opinion on these

matters.

As described in notes 18 and 21 to the financial statements, the impairment losses have been determined in
accordance with IFRS 9 Financial Instruments. This was considered a key audit matter as IFRS 9 is a complex
accounting standard which requires significant judgment to determine the impairment losses.

[FRS 13 requires entities to measure fair value using observable inputs whenever possible, and unobservable inputs
only when observable inputs arc not available. In the case of theBank's:investment in other entities, the Bank has
determined that there are no observable inputs available tos ‘6a§f{;}é\='ﬁa|ﬁ\’/_a'lug. Therefore, the Bank has used a
valuation model that incorporates unobservable inputs, Slncllv'as‘t]m,‘@ffég:féﬁﬁ&iatg éf}d future cash flows.

4
4 % & <

The use of unobservable inputs in the valuation model poses a 1ti‘sk;o“l_'}natcrial .mi;sf_Stalcmcnl, as the Bank's judgment
in determining these inputs could be biased or inaccurate. We have identified this as a key audit matter because of
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e The Bank's investment in other entities is si
e The valuation of the investment is cot




To address this key audit matter, we have performed the following audit procedures:
e  We assessed the Bank's valuation methodology and evaluated the reasonableness of the key assumptions

used in the valuation model.
e We compared the Bank's valuation results to those of independent market participants.

dures, we believe that the Bank's valuation of its investment in other entities is reasonable

Based on our audit proce
consider the following actions to mitigate

and in accordance with IFRS 13. However, we recommend that the Bank
the risk of material misstatement in the future:

e Consider using a valuation methodology that incorporates more observable inputs.
e Regularly monitor the performance of the investment and update the valuation model as needed.

Also as indicated on Note 39 of financial statements, the performance and advance payment guarantee issued to
construction Companies casts uncertainty and the bank should adopt strict follow up and action to this matter.

Responsibilities of Directors for the Financial Statements

The Directors are responsible for the preparation and fair presentation of the financial statements in accordance with
International Financial Reporting Standards (IFRSs), and for such internal control as Directors determines is
necessary to enable the preparation of financial statements that are frec from material misstatement, whether due to

fraud or error.

In preparing the financial statements, the Directors are responsible for assessing the Company’s ability to continue

cable, matters related to going concern and using the going concern basis of

as a going concern, disclosing, as appli
have no realistic

accounting unless Directors either intend to liquidate the Company or to ceasc operations, or

alternative but to do so.
The Directors are responsible for overseeing the Company’s financial reporting process.
Auditor’s Responsibilities for the Audit of the Financial Statements

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

Report on other Legal and Regulatory requirement

report of your Board of Directors so far as it relates to these financial
Iithiopia of 2021 (Proclamation No-1243/2021),
ave no objection on the amount of dividend
of Ethiopia of 2021

We have no comment to make on the
statements in accordance with the Commercial Code of
recommend approval of the financial statements. In addition, we h
proposed by the directors and hence in accordance with article 349 (3) of the commercial code
recommended approval of the proposed dividend distribution.

S A psiX

Tafesse,Shisema and\Ayalew Certified Audit Partnership >

Chartered Certified Accountaps’| JKY 03 > e/ \ | Addis Ababa
Authorized Auditors (ETI T

[ TRAD aat ; 08 October 2024
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ABAY BANK SHARE COMPANY
STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

FOR THE YEAR ENDED 30 JUNE 2024

30 June 2024 30 June 2023
Notes Birr'000 Birr'000

6,667,727 5,547,522
(2,093,522) (1,569,189)

4,574,205 3,978,333

Interest income 6
Interest expense 7

Net interest income

Fee and commission income 8 1,248,051 1,241,979
Fee and commission expense 9 (30,254) (54,407)
Net Fee and commission income 1,217,797 1,187,572
Net gain on foreign exchange valuation 10 192,454 154,927
Other operating income 11 143,478 57,383

335,932 212,310

Total operating income 6,127,934 5,378,215

Loan impairment charge 12 21,337 (207,867)
Other Assets Impairement Charge 13 (107,704) (11,444)
Net operating income 6,041,567 5,158,904
Personnel expenses 14 (2,510,939) (1,966,996)
Depreciation & Amortization of PPE & Intangible assets 24-25 (177,800) (121:535)
Depreciation expense on right of use asset 22 (228,585) (180,979)
Interest Expense on lease liability 23 (15,525) (10,241)
Other operating expenses 15 (1,163,408) (754,737)

Profit before tax 1,945,310 2,124,416

Income tax expense 16 (c) (443,250) (572,945)
Profit After Tax 1,502,060 1,551,471
Other comprehensive income (OCI)
Items that will not be subsequently reclassified into profit or loss:
Re-measurement gain/(loss) on defined benefits obligations 31 (34,388) (36,051)
Financial assets at FVOCI (equity investments) 19 87,822 199,016
Deferred tax (liability) on re-measurement gain or loss: 16 (d)
- Defined benefit obligations 10,316 10,816
- FVOCI (equity investments) (26,347) (111,230)
37,404 62,551
Total comprehensive income for the period 1,539,464 1,614,022
280.62 360.03

280.62 360.03




FEEEEREENEENENEERNEERNRNIENI]

ABAY BANK SHARE COMPANY
STATEMENT OF FINANCIAL POSITION
FOR THE YEAR ENDED 30 JUNE 2024

Notes
ASSETS
Cash and bank balance 17
Loans and advances to customers 18
Equity investments at fair value -OCI 19
Other financial assets 20
Other non Financial assets 21
Right of use assets 22
Property, plant and equipment 24
Intangible Assets-Software 25
Construction in progress 26
Non current asset held for sale 27
Total assets
LIABILITIES
Deposits from customers 28
Current income tax liability 16 (b)
Other Financial liabilities 29
Lease Liabilities 23
Non financial liabilities 30
Defined benefits obligation 31
Net deferred tax asset/(liabilities) 16 (d)
Total liabilities
EQUITY
Share Capital 32
Share Premium 32
Retained Earnings 34
OCI-Definded Employee Benefit 31
OCI-Equity Investment 19
Legal Reserve 35
Regulatory Risk Reserve 36

Total equity and liabilities

The notes on pages 10 to 66 are an integral part of these financial statements.

The financial statements on page 10 - 66 were appro

P

on October 08, 2024 wer signedz(it} behalf by:
/
/

Dr Amlaku Asres @ /L

Chairperson of Board of Directors

30 June 2024 30 June 2023
Birr'000 Birr'000
11,694,162 8,247,918
41,109,103 36,474,351
640,520 505,679
6,819,698 5,667,735
1,394,684 705,778
1,180,648 927,495
1,613,467 1,141,539
29,772 19,582
1,928,111 1,359,726
7,351 7,351
66,417,616 55,057,154
52,626,060 41,769,515
481,704 572,836
3,029,661 4,364,775
615,713 507,520
56,016 53,257
192,048 119,001
87,945 110,380
57,089,147 47,497,285
6,015,344 4,733,303
39,108 35,388
1,052,342 1,030,944
(74,868) (50,796)
321,013 259,537
1,674,200 1,308,302
301,230 243,190
9,328,369 7,559,869
66,417,516 55,057,154

hlef Exq.ftlve Offi

12 "i‘zh

4 -

horized for issue by the board of directors
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ABAY BANK SHARE COMPANY
STATEMENT OF CASH FLOW
FOR THE YEAR ENDED 30 JUNE 2024

Cash flows from operating activities

Cash generated from operations
Income tax paid
Prior period adjustment

Net cash (outflow)/inflow from operating activities

Cash flows from investing activities

Proceed of investment securities

Purchase of equity investment

Purchase of construction in progress

Purchase of intangible assets

Purchase of property, plant and equipment

Proceed from sale of property, plant and equipments

Net cash (outflow)/inflow from investing activities

Cash flows from financing activities
Payment of principal portion of lease liabilities
Dividend paid

Proceeds from issue of shares

Board remuneration fee

Net cash (outflow)/inflow from financing activities

ces
T~

Net increase/(decrease) in Cash and bank balan

/e ;‘,' \,/‘_--l\
Cash and bank balance at the beginning of:fhé yvé'araL ‘

Net cash increase/(decrease) during the year < { o
A | t

N0 %

Cash and bank balances at the end of the yg(a'r':{ ek,

™.

Notes

37
16 (b)
16 (b)

20(a)
19
26
25
24
ar

23
34
32
34

17

17

11,694,162

30 June 2024 30 June 2023
Birr'000 Birr'000
5,476,698 4,102,236
(572,836) (367,648)
- (3,745)
4,903,862 3,730,844
(532,856) (2,063,927)
(47,019) (7,934)
(568,385) (858,095)
(17,953) -
(651,569) (681,873)
23,495 476
(1,794,286) (3,611,353)
92,668 105,287
(1,041,760) (658,748)
1,285,761 762,452
- (1,350)
336,668 207,641
3,446,244 327132
8,247,918 7,920,786
3,446,244 327,132
8,247,918
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OTE TO THE FINANCIAL STATEMENTS
OR THE YEAR ENDED 30 JUNE 2024

General information
Abay Bank SC or "the Bank" is a private commercial Bank domiciled in Ethiopia. The Bank was established on 14

July 2010 in accordance with the provision of the commercial code of 1960 and the banking business proclamation
No. 592/2008. The Bank registered office is at:

Zequala complex,
. Jomo Kenyatta Avenue,

Addis Ababa, Ethiopia
The Bank is principally engaged in the provision of diverse range of commercial banking services.

Summary of significant accounting policies

The accounting policies applied in the preparation of these financial statements are set out below.

.1 Basis of preparation
i) Statement of compliance

The financial statements of the Bank have been prepared in accordance with International Financial Reporting
Standards (IFRSs) as issued by the International Accounting Standards Board (IASB).

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

. ii) Basis of measurement

The financial statement have been prepared on the historical cost basis except:

* Financial asset at FVTOCI are measured at fair value

* Prepaid staff benefits are measured at fair value and

* The liability for defined benefit obligation is measured at present value using discount method

iii) Functional and presentation currency

The financial statements are presented in Ethiopian Birr which is the functional currency of the primary economic
environment in which the Bank operates. Except otherwise | 3 nancial information presentation has been

rounded to the nearest thousands (Birr ' 000).

iv) Going concern ¥y &4

l The financial statements have been prepared on an gomg ccm&ern basis. The management has no doubt that the
bank would remain in existence after 12 months. AN S

YIRS
AL

.v) Use of estimates and judgements y
In preparing the financial statements management has made Judgments estimates and assumptions that affect the
application of the bank's accounting poilicies and the reported amounts of assets, liabilities, income and expenses.
. Actual results may differ from these estimates. Estimates and undelying assumptions are reviewed on an ongoing
basis. 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 3.

.2 Foreign currency translation i A
e 174 A T
Foreign currency transactions are translategé'mo/ i currency using the exchange rates prevailing at the
. dates of the transactions. Monetary items der ign currency are-translated in-to functional currency
using closing rate as at the reporting date. f.?’ f '




BAY BANK SHARE COMPANY
OTE TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 30 JUNE 2024

1

.3 Recognition of income and expenses
.3.1 Interest income and expenses
Income is recognized 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 receipt is being made. Expense is recognized to the extent that it is
probable that the economic benefits will flow to other party and the expense can be reliably measured, regardless of

when the payment is being made.

i

For all financial instruments measured at amortized cost, interest income and expenses are recognized in profit or
loss using the effective interest rate (EIR) which is the rate that exactly discounts estimated future cash payments or

receipts.
2.3.2 Fees and ccmmission

. Fees and commission income (commission on letters of credit, service charges, guarantees commissions, etc.) are
recognized as the related services are performed. Fees and commission expenses are recognized as the related

services are received.

3.3 Dividend income

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

2.3.4 Foreign exchange revaluation gains or losses

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

.5 Income tax

i) Current income tax

. Current income tax expense is recognized in profit or loss except to the extent that it related to items recognized
directly in equity or other comprehensive income. Current income tax is the expected tax payable or receivable on the
taxable income or loss for the year, using tax rates enacted or substantively enacted at the reporting date, and any

adjustments to tax payable in respect of previous years.

ii) Deferred tax

Deferred tax is recognized on all temporary differences between the carrying amounts of assets and liabilities for
financial reporting purposes and the amounts used for taxation purposes. Deferred tax is determined using tax rate
that has been enacted or substantively enacted by the reporting date. A deferred tax asset is recognized only to the
extent that it is probable that future taxable profits will be available against which the asset can be utilized.

Deferred tax assets and liabilities are only offset when there is a legally enforceable right to offseb{ﬁ‘n?ﬁﬁa?ﬁabilities
against current tax assets and the intention to settle on a net basis or to realize the asset a’nb»—:;étﬂe \t‘i\\e_‘,‘li\%ability

simultaneously. V3 f
< f

f 01185 \ _"}‘

-y
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BAY BANK SHARE COMPANY

OTE TO THE FINANCIAL STATEMENTS

&

FOR THE YEAR ENDED 30 JUNE 2024

—

i)

.4 Financial assets and financial liabilities

Recognition and initial measurement

All financial assets are recognized when the Bank becomes a party to a financial asset contract, that is, when it gains
a contractual right to receive cash or other financial assets from a contracting party. Financial liabilities are
recognized when the Bank enters in to a contractual obligation to deliver cash or other financial asset to a contracting

party.

A financial asset or financial liability is recognized initially at fair value. The acquisition or issue of financial assets and
financial liabilities (other than financial assets and financial liabilities at FVTPL) are added of deducted from the fair

value of the financial assets or financial liabilities respectively.
Classification and subsequent measurement

. a) Financial assets

On initial recognition, a financial asset shall be classified either as measured at either amortized cost or fair value
through other comprehensive income (FVOCI).

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

« The asset is held within a business model whose objective is to hold assets to collect contractual cash flows; and
« The contractual terms of the financial asset give rise on specified dates to cash flows that are solely payments of
principal and interest (SPPI).

In addition, on initial recognition, the Bank may irrevocably designate a financial asset that otherwise meets the
requirements to be measured at amortized cost or at FVOCI as at FVTPL if doing so eliminates or significantly

reduces an accounting mismatch that would otherwise arise.

Business model assessment

The Bank shall make an assessment of the objective of a business model in which an asset is held at a portfolio level
because this best reflects the way the business is managed and information is provided to management. The
information considered includes:

« The stated policies and objectives for the portfolio and the operation of those policies in practice. In particular,
whether management'’s strategy focuses on earning contractual interest revenue, maintaining a particular interest rate
profile, matching the duration of the financial assets to the duration of the liabilities that are funding those assets or

realizing cash flows through the sale of the assets;

+ How the performance of the portfolio is evaluated and reported to the Bank’'s management;
The risks that affect the performance of the business model (and the fnanC|al assets held within that business model)

and its strategy for how those risks are managed,
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b)

* The frequency, volume and timing of sales in prior periods, the reasons for such sales and its expectations about
future sales activity. However, information about sales activity is not considered in isolation, but as part of an overall
assessment of how the Bank’s stated objective for managing the financial assets is achieved and how cash flows are

realized.

Financial assets that are held for trading or managed and whose performance is evaluated on a fair value basis shall
be measured at FVTPL because they are neither held to collect contractual cash flows nor held both to collect
contractual cash flows and to sell financial assets.

Financial assets shall not be reclassified subsequent to their initial recognition, except in the period after the Bank
changes its business model for managing financial assets.

Assessment of whether contractual cash flows are solely payments of principal and interest (SPPI)

For the purposes of this assessment, ‘principal’ shall be defined as the fair value of the financial asset on initial
recognition. ‘Interest’ shall be defined as the consideration for the time value of money and for the credit risk
associated with the principal amount outstanding during a particular period of time and for other basic lending risks
and costs (e.g. liquidity risk and administrative costs), as well as profit margin.

In assessing whether the contractual cash flows are SPPI, the Bank considers the contractual terms of the instrument.
This includes assessing whether the financial asset contains a contractual term that could change the timing or
amount of contractual cash flows such that it would not meet this condition. In making the assessment, the Bank
considers:

* Contingent events that would change the amount and timing of cash flows:

* leverage features:

* Prepayment and extension terms:

* Terms that limit the Bank’s claim to cash flows from specified assets (e.g. non-recourse loans); and
* Features that modify consideration of the time value of money (e.g. periodical reset of interest rates).

Financial liabilities

The Bank shall classify its financial liabilities, other than financial guarantees and loan commitments, as measured at
amortized cost or FVTPL.

A financial guarantee is an undertaking/commitment that requires the issuer to make specified payments to reimburse
the holder for a loss it incurs because a specified party 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 subsequently measured 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 initially recognized
less, where appropriate, cumulative amortization recognized in accordance with the revenue recognition policies.
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Impairment of financial assets

At each reporting date, the Bank assesses whether financial assets carried at amortized cost are credit impaired.
Financial assets are credit impaired when one or more events that have a detrimental impact on the estimated future
cash flows of the financial asset have occurred. Credit-impaired financial assets are referred to as Stage 3 loans and
advances. Evidence that a financial asset is credit-impaired includes the following observable data:

» Significant financial difficulty of the borrower:

* A breach of contract such as a default or past due event;

* The restructuring of a loan or advance by the Bank on terms that the Bank would not consider otherwise;

* It is becoming probable that the borrower will enter bankruptcy or

* The disappearance of an active market for a security because of financial difficulties

The bank recognizes loss allowances for expected credit losses (ECL) on the following financial instruments:
* Loans and advances

* Financial assets that are debt instruments:

* Financial guarantee contracts issued: and

* Loan commitments issued

No impairment loss is recognized on equity investments.
The Bank shall measure loss allowances at an amount equal to lifetime ECL, except for the following, which are

* Debt investment securities 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.

The Bank recognizes life time ECL for stage 3 (non performing) loans and 12-month ECL for stage 1 and 2 loans.
Stage 1 loans refers to normal loans including loans that are past due up to 29 days. Stage 2 lcans are past due
loans between 30 to 89 days and stage 3 loans are those loans that are past due 90 days and above.

Life-time ECL is the ECL that result from all possible default events over the expected life of the financial instrument.
12-month ECL is the portion of ECL that result from default events on a financial instrument that are possible within
the 12 months after the reporting date.

12-month loss allowance is also recognized for financial assets that are determined to have low credit risk and on
which credit risk has not increased significantly since their initial recognition.

Life-time ECL is the ECL that result from all possible default events over the expected life of the financial instrument.
Financial instruments for which a lifetime ECL is recognized but which are not credit-impaired are referred to as
‘Stage 2 financial instruments’.
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v) Measurement of ECL

—

The bank measures ECL on collective basis for portfolio of loans that share similar economic risk characterstics.

ECL is calculated by multiplying probability of default (PD), loss given default (LGD) and exposure at default (EAD).
ECL for exposures in Stage 1 is calculated by multiplying the 12-month PD by LGD and EAD. ECL for exposure in
stage 2 and stage 3 are calculated by multiplying lifetime PD by LGD and by EAD.

PD is an estimate of the likelihood of default over a given time horizon, the calculation of which includes historical
data, assumptions and expectations of future conditions. LGD is an estimate of the loss arising on default. It is based
on the difference between the contractual cash flows due and those that the lender would expect to receive, taking
into account cash flows from collateral and integral credit enhancements. EAD represents the expected exposure in
the event of default.

ECL is a probability-weighted estimate of credit losses. It shall be measured as follows:

« for financial assets that are not credit-impaired at the reporting date (stage 1 and 2): as the present value of all cash
shortfalls (i.e. the difference between the cash flows due to the Bank in accordance with the contract and the cash
flows that the Bank expects to receive);

« for financial assets that are credit-impaired at the reporting date (stage 3): as the difference between the gross
carrying amount and the present value of estimated future cash flows:

« for undrawn loan commitments: as the present value of the difference between the contractual 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

« for financial guarantee contracts: as the expected payments to reimburse the holder less any amounts that the Bank
expects to recover.

* If the expected restructuring will result in derecognition of the existing asset, then the expected fair value of the new
asset is treated as the final cash flow from the existing financial asset at the time of its derecognition. This amount is
included in calculating the cash shortfalls frém. the existing financial asset that are discounted from the expected date
of derecognition to the reporting date usr'pg'_jthg original effective interest rate of the existing financial asset.

Restructured financial assets (I ;‘ 011
Where the terms of a financial asset are renegotlated 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 financial asset should be

derecognized and ECL are measured as\fotIOWS

« If the expected restructuring will not result in derécognition of the existing asset, then the expected cash flows
arising from the modified financial asset are included in calculating the cash shortfalls from the existing asset.

« If the expected restructuring will result in derecognition of the existing asset, then the expected fair value of the new
asset is treated as the final cash flow from the existing financial asset at the time of its derecognition. This amount is
included in calculating the cash shortfalls from the existing financial asset that are discounted from the expected date

igimale
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i) Credit-impaired financial assets

At each reporting date, the Bank shall assess whether financial assets carried at amortised cost, debt financial assets
carried at FVOCI, and finance lease receivables are credit impaired (referred to as ‘Stage 3 financial assets’).

A financial asset shall be considered ‘credit impaired’ when one or more events that have a detrimental impact on the
estimated future cash flows of the financial asset have occurred.

Evidence that a financial asset is credit-impaired includes the following observable data:
« significant financial difficulty of the borrower or issuer;

* a breach of contract such as a default or past due event;
» the restructuring of a loan or advance by the Bank on terms that the Bank would not consider otherwise;

* it is becoming probable that the borrower will enter bankruptcy or other financial reorganization; or
* the disappearance of an active market for a security because of financial difficulties.

A loan that has been renegotiated due to a deterioration in the borrower's condition shall be considered to be credit-
impair 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 retail loan that is overdue for 90 days or more shall be considered

credit-impaired even when the regulatory deifinition of default is different.

Presentation of allowance for ECL in the statement of financial position

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

» for financial assets measured at amortized cost: as a deduction from the gross carrying amount of the assets;

- for loan commitments and financial guarantee 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 components. The combined amount is presented as a deduction from the gross
carrying amount of the drawn component. Any excess of the loss allowance over the gross amount of the drawn

component is presented as a provision; and

« for debt instruments measured at FVOCI: no loss allowance is recognized 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
recognized in the fair value reserve.

Write off

Loans and debt securities are written off when the bank has no reasonable expectations of recovering the financial
asset (either partially or in full). This is the case when the bank determines that the borrower doesn’'t have assets or
source of income that could generate sufficient cash flows to repay the amounts subject to the write-off. A write-off
constitutes a derecognition event. The bank may apply C (eément activities to financial assets writenoff. Recoveries
resulting from previously writtenoff will result in lmpal(ment gams WhICh will be presented in net impairment loss on

financial assets in the statement of profit or loss. e/

Non-integral financial guarantee contracts f { ¥

The Bank shall assess whether a financial guarantee contract held is_an integral element of a financial asset that is
accounted for as a component of that mstrum/ktf' > aley @Kihatls accounted for Separately

454
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guarantee is an integral element of the financial asset, then any premium
recognition of the financial asset shall be treated as a transaction cost of

payable in connection with the initial
e effect of the protection when measuring the fair value of the debt instrument

acquiring it. The Bank shall consider th
and when measuring ECL.

Where the Bank determines that the guarantee is not an integral element of the debt instrument, then it shall

re

. Where the Bank determines that the
cognize an asset representing any prepayment of guarantee premium and a right to compensation for credit losses.
)

Derecognition of financial assets and financial liabilities

a) Financial assets

The Bank shall derecognize a financial asset when:
* The contractual right to the cash flows from the financial asset expires

* It transfers the rights to 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: or

* Bank neither transfers nor retains substantially all of the risks and rewards of ownership and it does not retain

control of the financial asset.

Any cumulative gain/loss recognized in OCI in respect of equity investment securities designated as at FVOCI shall

not be recognized in profit or loss on derecognition of such securities.

Any interest in transferred financial assets that qualify for derecognition that is created or retained by the Bank shall

be recognized as a Separate asset or liability.

l b) Financial liabilities
- Financial liabilities are derecognized when contractual obllgatlons,aféji;gscharged or cancelled, or expire.

= i
P
7

xi) Modifications of financial assets and financial liabilities
<f

a‘lll'evaluate whether the cash flows of the modified

a) Financial assets 011

If the terms of a financial asset are modified, then the Bank jsh
asset are substantially different. \o * s

If the cash flows are substantially different, then the contractual righ‘t':s to cééh flows from the original financial asset
shall be deemed to have expired. In this case, the original financial asset shall be derecognizedand a new financial
asset shall be recognized at fair value plus any eligible transaction costs. Any fees received as part of the modification

shall be accounted for as follows:

E * 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 W‘é—shré nt of the asset: and

o
.

o | 3 £ '
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« other fees are included in profit or loss as part of the gain or loss on derecognition.

If cash flows are modified when the borrower is in financial difficulties, then the objective of the modification is usually
to maximize recovery of the original 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 first
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 amortized cost or FVOCI does not result in derecognition of
the financial asset, then the Bank shall first recalculate the gross carrying amount of the financial asset using the
original effective interest rate of the asset and recognizes the resulting adjustment as a modification gain or loss in
profit or loss. Any costs or fees incurred and fees received as part of the modification adjust the gross carrying
amount of the modified financial asset and shall be amortized over the remaining term of the modified financial asset.

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

the effective interest rate method.

b) Financial liabilities

The Bank shall derecognize a financial liability when its terms are modified and the cash flows of the modified liability
are substantially different. In this case, a new financial liability based on the modified terms shall be recognized at fair
value. The difference between the carrying amount of the financial liability derecognized and consideration paid is
recognized in profit or loss. Consideration paid shall include non-financial assets transferred, if any, and the

assumption of liabilities, including the new modified financial liability.

Where the modification of a financial liability is not accounted for as derecognition, then the amortized cost of the
liability shall be recalculated by discounting the modified cash flows at the original effective interest rate and the
resulting gain or loss is recognized in profit or loss. Any costs and ees_lacurred are recognized as an adjustment to
the carrying amount of the liability and amortized over the re,mamlng term of the modified financial liability by re-
computing the effective interest rate on the instrument. AR o ——

2§ f

Offsetting f e 4
i } v

Financial assets and financial liabilities are offset and th'e°né't amount is presented in the statement of financial
position when and only when the bank currently has a legally enfbrcegble right to set of the amounts and it intends
either to settle them on a net basis or to realize the asset and seftle, the'liabilities simultaneously.

Income and expenses are presented on a net basis only when permitted under IFRS standards or for gain and losses
arising from a group of similar transactions such as in the bank's trading activities.
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.iii) Designation at fair value through profit or loss

a) Financial assets

At initial recognition, the Bank may designate certain financial assets as at FVTPL because this designation
eliminates or significantly reduces an accounting mismatch, which would otherwise arise.

. b) Financial liabilities

The Bank shall designate certain financial liabilities as at FVTPL in either of the following circumstances:
. * the liabilities are managed, evaluated and reported internally on a fair value basis; or

* the designation eliminates or significantly reduces an accounting mismatch that would otherwise arise

..5 Cash and bank balances
Cash and bank balances comprise balances with less than three months’ maturity from the date of acquisition,

including cash in hand, deposits held at call with Banks and other short-term highly liquid investments with original
- maturities of three months or less. Cash and cash equivalents are carried at amortized cost in the statement of

financial position.

. For the purposes of the cash flow statement, cash and bank balances include cash and restricted balances with
National Bank of Ethiopia.

.6 Property, plant and Equipment
a) Recognition and measurement

The Bank classifies property, plant, and equipment (PPE) as held for use in accordance with IAS 16 unless the asset
is classified as investment property under IAS 40 or held for sale or discontinued operations.

Items of property, plant and equipment are measured at cost, less accumulated depreciation and accumulated
impairment losses. Costs include expenditure that is directly attributable to the acquisition of the asset. Purchased
software that is integral to the functionality of the related equipment is capitalized as part of that equipment.

A small portion of the Bank's PPE(Quara Building located in Gonder Town) is rented out on a short-term basis and is
not central to the Bank core operations. This rented portion remains classified as PPE.

b) Subsequent costs

Subsequent expenditure is capitalized only when it is probable that future economic benefits of the expenditure will
flow to the bank. recurre?’t;pa{rs and maintenance are expensed as incurred.

7




20

AY BANK SHARE COMPANY
TE TO THE FINANCIAL STATEMENTS

R THE YEAR ENDED 30 JUNE 2024

~

c) Depreciation

Depreciation is recognized in profit or loss on a straight line basis over the estimated useful lives of each part of
property, plant and equipment. The annual depreciation rates in use are:

Asset class Estimated useful life Residual value
(In years) (In %)

Buildings 50 5

Motor vehicles 10 5

Furniture and fittings 10-20 1

Office equipment 5-10 1

Computer and accessories 7 1

The residual values, useful lives and methods of depreciation are reviewed, and adjusted if appropriate, at each
reporting date. Changes in the expected useful life, residual values or methods of depreciation are accounted for as

changes in accounting estimates.

d) De-recognition

Property and equipment is derecognized upon disposal or when no future economic benefits are expected to arise
from the continued use of the asset.

Gains and losses arising on disposal of an item of property and equipment are determined by comparing the net
proceeds from disposal with the carrying amount of the item and are recognized net within ‘other operating income’ in

profit or loss.

Intangible assets

Intangible assets (soft wares) acquired separately are measured on initial recognition at cost. Following initial
recognition, intangible assets are measured at cost less any accumulated amortization and any accumulated
impairment losses. Internally generated intangible assets, excluding capitalized development costs, are not
capitalized and the related expenditure is recognized in profit or loss in the year in which the expenditure is incurred.

The useful lives of intangible assets are assessed to be either finite or indefinite. Intangible assets with finite lives are
amortized on a straight-line basis over a period of six (6) years from the date that they are available for use.

The amortization method, useful life and the residual value are reviewed at each reporting date and adjusted if
appropriate. Changes in the expected useful life, residual value or amortization method are accounted for as changes
in accounting estimates. There are no intangible assets with indefinite useful lives.
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Non-current assets held for sale

Repossessed non-financial collaterals acquired by the Bank in settlement of overdue loans and whose carrying
amount will be recovered principally through a sale transaction rather than through use and a sale is considered
highly probable are classified as non-current assets held for sale. They are measured at the lower of their carrying
amount or fair value less costs to sell. Depreciation is not calculated on these assets.

Impairment of non-financial assets

The Bank assesses whether there is an indication that an asset may be impaired. If any indication such as decline in
market value of the asset, changes in technology, physical damage, obsolescence, etc. exist, impairment loss will be
recognized to ensure that non-financial assets are carried at no more than their recoverable amount.

Other Non-financial assets

Other non financial assets are payments made in advance for goods to be received or services to be enjoyed in
future. They are initially recognized up on occurrence of event or transaction and subsequently canceled when the
goods are received or amortized over the period in which the service is to be enjoyed.

a) Prepayment

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

b) Other receivables

Other receivables are recognized upon the occurrence of event or transaction as they arise and settled when the
payment is received. The Bank's other receivables are consists of E-top up, advance payments and other
receivables.

Right of use asset and lease liability

The bank assesses whether a contract is, or contains a lease, at the inception of the contract. In order to assess
whether a contract is, or contains a lease, management determine whether the asset under consideration is
“identified", which means that the asset is either explicitly or implicitly specified in the contract and that the supplier
does not have a substantial right of substitution throughout the period of use. Once the management has concluded
that the contract deals with an identified asset, the right to control the use thereof is considered. To this end, control
over the use of the asset only exists when the Bank has the right to substantially obtain all of the economic benefits
from the use of the asset as well as the right to direct the use of the asset. -

.-

Lease payments included in the measurement of lease liability comprise the following: ’ -_,'-?

o the initial amount of the corresponding lease liability;
© any lease payments made at or before the commencement date:
o any initial direct costs incurred:;

R R RRREERERDN
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> any estimated costs to dismantle and remove the underlying asset or to restore the underlying asset of the site on
which it is located, when the bank incurrs an obligation to do so, unless these costs are incurred to produce

inventories; and
less any lease incentives received

o

A lease liability and corresponding right -of-use asset are recognized at the lease commencement date, for all lease
agreements for which the Bank is a lessee, except for short -term leases of 12 months or less, or leases of low value
assets. For these leases, the Bank recognizes the lease payments as a depreciation expense in separate line of
items in profit or loss statement (note 21) on straight-line basis over the term of the lease unless another systematic
basis is more representative of the time pattern in which economic benefits from the leased asset are consumed.

Right of use assets

Right of use assets conveys the right to control the use of an identified asset for a period of time in exchange for
consideration. Right of use assets are recognized at the comencement of the lease contract and is measured at cost
less accumulated depreciation and accumulated impairment. Rights of use assets are depreciated over the useful life
of the lease term on a straight line basis. Right of use assets are derecognized at the expiration of a lease contract.

The depreciation starts at the commencement date of a lease and the depreciation method and useful life of right of
use asset described as follows;

Item Depreciation method Useful life
Buildings Straight line Lease period
Land Straight line 50

The useful life and depreciation method of each asset are reviewed at the end of each reporting year. If the
expectations differ from previous estimates, the change in accounted for prospectively as a change in accounting
estimate. Each part of a right-of-use-asset with a cos%"Té"'ﬁétQﬂiQ:ant in relation to the total cost of the asset is

depreciated separately.

Prepaid employee benefit | :
The bank provides loans to its employee at below market rate of interest. Under IFRS such loans are recognized at
their fair value on the inception date. The fair value' of employee Idans below market rate are determined as the
present value of future cash flow receipts (installment payments) using the prevailing market rate of interest as a
discounting factor. The market rate is determined by reference fo what the staff members would have been charged
to access a similar loan facility from other banks. The market rate is determined by the Ethiopian Bankers
Association. The difference between the fair value and the contractual value of employee loans are recognized as

prepaid employee benefit and amortized throughout the life the loan. Accordingly for the year 2023/24, interest rate of
12.73% was used for staff loans.

n
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'13 Employee benefits

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

a) Defined contribution plan

4

-

—

A defined contribution plan is a post-employment benefit plan under which the Bank pays fixed contributions into a
separate entity and has no legal or constructive obligation to pay further amounts.

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

b) Defined benefit plan

The liability recognized in the statement of financial position in respect of defined benefit plans is the present value of
the defined benefit obligation at the end of the reporting period. The defined benefit obligation is calculated annually
by independent actuaries using the projected unit cost method. The present value of the defined benefit obligation is
determined by discounting the estimated future cash outflows using interest rates of high-quality corporate bonds that
are denominated in the currency in which the benefits will be paid and that have terms to maturity approximating to

the terms of the related pension obligation.

The current and past service cost of the defined benefit plan is recognized in the profit or loss statement Re-
measurements of the net defined benefit liability, which compromise actuarial gains and losses are recognized

immediately in other comprehensive income.

Provisions

The Bank recognizes provisions when it has present obligation (legal or constructive) as a result of past event, it is
probable that an outflow of resources embodying economic benefits will be required to settle the obligation and a
reliable estimate can be made of the amount of the obligation. The amount of provision is determined using best
estimate of the expenditure expected to settle the obligation at the reporting date.

Contingent liabilities

Letters of credit, guarantees and performance bonds are disclosed as contingent liabilities. Estimates of the outcome
and the financial effect of contingent liabilities is made by management based on:the information available up to the
date that the financial statements are approved for issue by the Directors. v *

Earnings per share Ry
o ¢{

Basic and diluted earnings per share (EPS) data for ordinary shares are presented in the financial statements. Basic
EPS is calculated by dividing the profit or loss attributable to drdir)‘ai?y shareholders of the Bank by the weighted
average number of ordinary shares outstanding during the period. Diluted EPS is determined by adjusting the profit or
loss attributable to ordinary shareholders and the weighted average number of ordinary shares outstanding for the

effects of all dilutive potential ordinary shares, if any.
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Dividends
Dividends are recognized as a liability in the period in which they are declared, that is when the shareholders of the
bank approve dividend distribution to the bank's shareholders.

Share capital and reserve
Ordinary shares are classified as share capital in equity. Any premium received over and above the par value of the
shares is classified as share premium.

Significant accounting estimates and judgments

The following are key estimates and judgments that the management has used in the process of applying the bank’s
accounting policies and that have the most significant effect on the amounts recognized in financial statements:

Impairment losses on loans and advances

When measuring ECL the bank uses reasonable and supportable forward looking information which is based on
assumptions for the future movement of different economic drivers and how this drivers will affect each other. The key
inputs in measuring Expected Credit Loss (ECL) are Probability of Default (PD), Loss Given Default (LGD) and
Exposure at Default (EAD). See note 2.5 (iv). All these are estimates and judgments which are highly subjective.

Fair value of financial instruments

Fair value is the price that would be received to sell an asset or paid to transfer a liability in orderly transaction
between market participants at the measurement date. All financial instruments are initially recognized at fair value,
which is normally the transaction price. Subsequent to initial recognition, some of the Bank’s financial instruments are
carried at fair value. The fair value of quoted financial instrunments in active markets are based on current prices with

no subjective judgjements.

There are no financial instrunments currently measured at fair value except equity investment and prepaid employee
benefit. If the market for a financial instrument does not exist, a degree of judgment is required to establish fair values
judgment include consideration of inputs such as liquidity risk, credit risk and volatility. Changes in assumptions about

these factors could affect the reported fair value of financial instruments.

Defined benefit plans

The present value of the defined benefit plan is determined using actuarial valuation. The actuarial valuation involves
making various assumptions about discount rates, expected rates of return on assets, future salary increases,
mortality rates and future pension increases. Due to the long term nature of these plans, such estimates are subject to

significant uncertainty and a change in any of the assumptions will alter.the-ca _rqing amount of defined benefit
obligations. ST AT N
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4 Property, plant and equipment

Property plant and equipment is depreciated over its useful life taking into account residual values, where appropriate.
The actual lives of the assets and residual values may vary depending on a number of factors. In reassessing asset
lives and residual values, factors such as technological innovation, product life cycles, maintenance programs and
future market conditions are taken into account which involves extensive subjective judgment which may have
significant impact on financial statements.

3.5 Taxes

Significant estimates are required in determining the provision for income taxes. There are many transactions and
calculations for which the ultimate tax determination is uncertain during the ordinary course of business. Where the
final tax outcome is different from the amounts that were initially recorded, such differences will impact the income tax
balances and deferred tax provisions in the period in which such determination is made.

New Standards, Amendments and interpretations issued during the year
a. New Standards, amendments, interpretations issued, effective and adopted during the year

Date
New Standards or Amendments Effective Publication
Amendments to Supplier Finance Arrangements (IAS 7 May-23
and IFRS 7) 1-Jan-24
Amendments to IAS 1 - Non-current liabilities with Nov-22
covenants 1-Jan-24
Amendment to IFRS 16 — Leases on sale and leaseback 1-Jan-24 Sep-22
IFRS S2 Amendments to Climate-related Disclosures 1-Jan-24 Jun-23
IFRS 17, ‘Insurance contracts’ 1-Jan-23 May-17

b. New standards, amendments and interpretations issued but not effected

Date
New Standards or Amendments Effective Publication
IFRS 18, 'Presentation and Disclosure in Financial Statements 1-Jan-27 Apr-24
Amendments to IAS 21 Lack of Exchangeability A 1-Jan-25 Aug-23
These standards are not expected to have a material lmpact oh the Group in the current or future reporting periods
and on foreseeable future transactions. /&

© §

Financial risk management
Introduction

The Bank is exposed to various types of financial risks,-_iﬁé:-fh'ost important of which are credit risk, liquidity risk and
market risk. The Bank’s overall risk management program focuses on the unpredictability of financial markets and
seeks to minimize potential adverse effects on the Bank'’s financial performance.
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Risk management structure

The Board of Directors has the overall responsibility for the establishment and oversight of the Bank’s risk
management framework. The Board of Directors has established various committees, which are responsible for
monitoring the Bank’s risk in their specified areas. The senior management has the responsibility to develop and
implement risk management policies and procedures. The risk and compliance department is responsible for
monitoring compliance with the Bank's risk management policies and procedures and for reviewing the adequacy of
the risk management framework in relation to the risks faced by the Bank and reports to the Board regarding risk
management issues. Asset Liability Committee (ALCO) is responsible for managing the Bank’s financial assets and
financial liabilities and the overall financial performance.

Risk measurement and reporting systems

The Bank’s risks are measured using a method that reflects both the expected loss likely to arise in normal
circumstances and unexpected losses, which are an estimate of the ultimate actual loss based on statistical models.
The models make use of probabilities derived from historical experience, adjusted to reflect the economic
environment. The Bank also runs worst-case scenarios that would arise in the event that extreme events which are

unlikely to occur do, in fact, occur.

Monitoring and controlling risks is primarily performed based on limits established by the Bank. These limits reflect
the business strategy and market environment of the Bank as well as the level of risk that the Bank is willing to
accept. In addition, the Bank’s policy is to measure and monitor the overall risk bearing capacity in relation to the
aggregate risk exposure across all risk types and activities.

Risk mitigation

The Bank uses various mitigating techniques to reduce its risk to the level acceptable. It uses Board approved risk
tolerance limit as a risk limit control. This risk tolerance limit is composed of risk limit by sector, by credit product, by
maturity, by geography and risk grade. The Bank also apply the limits imposed by National Bank of Ethiopia such as
single borrower limit, related party limit, off balance sheet exposure limit, liquidity requirement, capital adequacy, etc.

In addition, the Bank has established an approprlate rlsk management environment, sound credit, liquidity and capital
management policies and strategies.
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Credit risk "-‘ °: 2y ¢

Credit risk is the risk that a customer or courkterparty WI|| default on its contractual obligations resulting in financial
loss to the Bank. The Bank’'s main income generatmg activity is lending to customers and therefore credit risk is the
principal risk. Exposure to credit risk is managegi thr\ough periodic analysis of the ability of borrowers and potential
borrowers to determine their capacity to meet principal and interest thereon, and restructuring such limits as
appropriate. Exposure to credit risk is also mitigated, in part, by obtaining collateral, commercial and personal

guarantees.

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

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

respectively.
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Credit management is conducted as per the risk management policy and guideline approved by the board of
directors. Such policies are reviewed and modified periodically based on changes and expectations of the markets
where the Bank operates, regulations, and other factors.

Credit quality analysis

An analysis of the Bank's credit risk exposure per class of financial assets without taking into account the effects of
any collateral or other credit enhancements is provided on the following table:

Loans and advances to customers

Stage 1

Stage 2

Stage 3

Total gross exposure
Loss allowance

Net carrying amount

Off balance sheet items

—;w"‘{w

S i O N

/At i
Stage 1 { ¥/ o .
Stage 2 i'e [ o0y, °
Stage 3

e’

Total gross exposure,
Loss allowance 3 ®N

Net carrying amount" S,

The off balance sheet items include Loan commitments of Revolvin

30 June 2024 30 June 2023

Stage 1 Stage 2 Stage 3 Birr'000  Birr'000
38,497,836 38,497,836 33,341,813
1,956,531 1,956,531 2,166,915
1,210,642 1,210,642 1,542,915
38,497,836 1,956,531 1,210,642 41,665,009 37,051,643
(188,574) (13,377) (353,955) (555,906) (5677,292)
38,309,262 1,943,154 856,687 41,109,103 36,474,351
30 June 2024 30 June 2023

Stage 1 Stage 2 Stage 3 Birr'000 Birr'000
5,008,073 5,008,073 5,429,674
- - - 26,212
5,008,073 - 5,008,073 5,455,886
(12,079) - - (12,079) (18,084)
4,995,994 - - 4,995,994 5,437,801

Amounts), Letter of credit and Financial Guarantee.

Loans and Advance By Product

Addvance against Import Bills
Merchendise

Overdraft

Pre-Shipment

Term Loan

Grand Total

g credit facilities and Overdraft facilities (Unutilized

Birr'000 30 June 2023

Stage 1 Stage 2 Stage 3 Birr'000 Birr'000
42,840 . . 42,840 13,077
164,930 : - 164,930 164,938
5,286,086 - 57,959 5,344,046 5,304,426
7,408,472 110,481 147,251 7,666,204 6,949,185
o 1,846,049  1,005432 28,446,989 24,620,016
1,956,531 1,210,642 41,665,009 37,051,643
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Credit concentrations by sector and banking service
The bank focuses on the diversification of its lending portfolio by setting sectoral limits to ensure that its is not
negatively impacted by a large exposure default.

The Bank monitors credit risk by sectorial distribution against its own risk concentration limit. An analysis of

concentrations of credit risk at 30 June 2024 is give below.
Interest Free

Sectors

Conventional Banking Grand Total
Birr'000 Birr'000 Birr'000

Agriculture 392,239 48,233 440,472
Construction and Building 6,007,118 145,427 6,152,545
Consumer Loan 3,757,531 25,745 3,783,216
Domestic Trade Services 5,934,542 313,919 6,248,461
Export and Import 15,810,286 675,232 16,485,518
Hotel and Tourism 876,241 - 876,241
Manufacturing and Industry 4,051,134 409,469 4,460,603
Transport and Communication 2,969,476 248,416 3,217,892
Total gross exposure 39,798,568 1,866,441 41,665,009
- Loss allowance (544,154) (11,752) (555,906)
Net 39,254,413 1,854,689 41,109,103

The Bank monitors credit risk by sectorial distribution against its own risk concentration limit. An analysis of

concentrations of credit risk at 30 June 2023 is give below.

Sectors

Conv'l Interest Free Grand Total
Banking Banking
Birr'000 Birr'000 Birr'000
Agriculture 295,172 1,167 296,339
Construction and Building 5,279,828 31,903 5,311,732
Consumer Loan A TET ™ 3,207,264 30,489 3,237,753
Domestic Trade Services L el s\ 6,240,931 401,583 6,642,514
Export and Import Y ok ‘ 13,883,992 481,699 14,365,691
Hotel and Tourism o 823,713 - 823,713
Manufacturing and Industry | 3,459,963 456,576 3,916,539
Transport and Communication 2,385,052 72311 2,457,362
Total gross exposure 35,575,916 1,475,727 37,051,643
- Loss allowance (571,687) (5,605) (577,292)
Net 35,004,228 1,470,122 36,474,351
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Credit concentrations by regions

The below table summarizes the credit concentrations by regions as of June 30, 2024, and June 30, 2023. It provides
an overview of the distribution of credit in various regions across different stages of credit risk classification.

30 June 2024 30 June 2023

-

Regions Stage 1 Stage 2 Stage 3 Birr'000 Birr'000
Addis Ababa 26,195,923 1,442,749 833,968 28,472,640 24,406,224
Afar 24,642 - 1,265 25,907 30,085
Amhara 10,141,043 441,952 205,839 10,788,834 10,607,933
Benishangul 31,574 1,692 8,890 42,155 41,053

Central Ethiopia 59,966 6,737 4,506 71,209 50,915
Diredawa 128,126 - 43 128,169 98,458
Gambella 12,632 1,897 21 14,550 22,481

Harar 10,479 - 2,928 13,406 11;560
Oromia 578,689 29,718 14,469 622,876 534,163
Sidama 175,635 24,955 24,044 224,634 153,781

Somalia 41,132 4,293 589 46,014 27,833
South Ethiopia 105,392 2,238 8,627 116,258 68,824
South West Ethiopia Region 69,524 - - 69,524 21,215
Tigray 923,079 301 105,452 1,028,832 977,100
Grand Total 38,497,836 1,956,531 1,210,642 41,665,009 37,051,643

Loans and advances to customers by risk grade

The following table summarizes the risk category of loan and advances to customers during the year.

30 June 2024 30 June 2023

Risk grade Birr'000 Birr'000
1 3,628,236 3,142,869
2 24,533,146 20,233,404
3 10,336,454 9,965,540
4 1,956,531 2,166,915
5 W i N 429,305 173,645
6 VOO 194,792 706,929
7 (o [, B N 586,545 * 662,341
8 g “A P4 ¥ - -
Total gross exposure 1= 41,665,009 37,051,643
Loss allowance 5 T\ (555,906) (577,292)
N\, ? 3 41,109,103 36,474,351

Net carrying amount
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3 Collateral on loans and advances

The general creditworthiness of a corporate customer tends to be the most relevant indicator of credit quality of a loan
extended to it. However, collateral provides additional security and the Bank generally requests that corporate
borrowers provide it. The Bank may take collateral in the form of a first charge over real estate, floating charges over

all corporate assets and other liens and guarantees.

Because of the Bank's focus on corporate customers’ creditworthiness, the Bank does not routinely update the
valuation of collateral held against all loans to corporate customers. Valuation of collateral is updated when the loan is
put on a watch list and the loan is monitored more closely. For credit-impaired loans, the Bank obtains appraisals of
collateral because it provides input into determining the management credit risk actions.

Collateral Concentration by sector
30 June 2024 30 June 2023

1.
1
1
E
<
!

Sector Building Machinery Truck Others Birr'000 Birr'000
Agriculture 437,622 - 3,519 330,642 771,783 523,672
Construction and Build. 10,215,969 174,056 1,589,387 2,985,472 14,964,883 12,147,808

'l Consumer Loan 6,704,420 - 19,693 1,335,905 8,060,019 5,332,342
Domestic Trade Services 12,491,914 - 324,675 837,677 13,654,265 14,579,589
l Export and Import 15,706,004 - 1,387,813 984,650 18,078,466 17,728,800
Hotel and Tourism 1,754,869 - 37,954 10,200 1,803,022 1,864,139
Manufacturing & Ind. 4,980,264 - 1,432,772 61,233 6,474,269 5,687,940
' Transport and Comm'n 1,196,991 - 10,783 6,386,974 7,594,749 5,383,560
Total 53,488,052 174,056 4,806,595 12,932,753 71,401,456 63,247,849
- Loss allowance (555,906) (577,292)
l Net 70,845,550 62,670,558
Management is confident in its ability to continue to control and effectively-manage the credit risk exposure in the
l Bank's loan and advances portfolio. A (TN 7
5.2.4 Amounts arising from ECL 155/ 0 o Nz

l ii) Significant increase in credit risk

- GRS

i) Inputs, assumptions and techniques used for estimating impa_i_rme‘ht A

See accounting policy in Note 2.5

When determining whether the risk of default on

recognitio

cost or effort. This includes both quantitative and qualitative information an

a financial instrument has increased significantly since initial

le and supportable information that is relevant and available without undue

n, the Bank considers reasonab
d analysis, based on the Bank’s historical

experience and expert credit assessment and including forward-looking information.
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o identify whether a significant increase in credit risk has occurred for an

The objective of the assessment is t
exposure by comparing:
- the remaining lifetime probability of default (PD) as at the reporting date; with
> the remaining lifetime PD for this point in time that was estimated at the time of initial recognition of the exposure
(adjusted where relevant for changes in prepayment expectations).
the Bank uses three criteria for determining whether there has been a signifi
quantitative test based on movement in PD;
qualitative indicators; and
a backstop of 30 days past due,

cant increase in credit risk:

O O O 0O

iii) Credit risk grades

The Bank allocates each exposure to a credit risk grade b
of the risk of default and applying experienced credit judgment. Credit risk grades ar
quantitative factors that are indicative of risk of default. These factors vary depending on the nature of the expos

and the type of borrower.

ased on a variety of data that is determined to be predictive
e defined using qualitative and
ure

h
p
b
2
J

at the risk of default occurring increases exponentially as the
n risk of default between credit risk grades 1 and 2 is smaller

than the difference between credit risk grades 2 and 3. Each exposure is allocated to a credit risk grade on initial
recognition based on available information about the borrower. Exposures are subject to ongoing monitoring, which
may result in an exposure being moved to a different credit risk grade. The monitoring typically involves use of the

following data;

Credit risk grades are defined and calibrated such th
credit risk deteriorates so, for example, the difference i

a) Term loan exposures

I Information obtained during periodic review of customer fi
accounts, budgets and projections. Examples of areas of particular focus are: gross
l ratios, debt service coverage, and compliance
o Data from credit reference agencies, press articles, changes in external cre
o Actual and expected significant changes in the political, regulatory and tec
in its business activities
o Internally collected data on customer behavior —
o Affordability metrics

les — e.g. audited financial statements, management
profit margins, financial leverage

dit ratings
hnological environment of the borrower or

e.g. utilization of credit card facilities

b) Overdraft exposures

_ this includes overdue status as well as a range of variables about payment ratios=.

o Utilization of the granted limit 00 oting TN

o Requests for and granting of forbearance (ST N\%"
2f e “\

! o Payment record
‘ I o Existing and forecast changes in business, financial and economic conditions b Tf <

T
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l Grade Score Risk
1 >=85% Bankable

l 2 70-84% Bankable
3 60-69.9% Bankable
4 50-59.9% Bankable
5 40-49.9% Bankable
6 30-39.9% Not bankable
7 25-29.9% Not bankable
8 < 25% Not bankable

!
l
L
L
L
L
L
L

L
L
R
L

4

The term bankable indicates that the borrower's loan request is feasible and acceptable by the Bank, after passing
through rigorous business and risk analysis.

The grading parameters are mainly five that encompass sub-parameters allotted with score from 100 points.

Parameter Weight
Financial Risk/Strength of Financial Management System 35%
Business/industry Risk 10%
Management Risk 15%
Account performance Risk 25%
Customer Relationship Risk 15%

In order to classify the outstanding loans according to the risk grade of debtor, the following assumptions are used
because of the fact that loans are not regularly graded except at the initial stage of the credit assessment.

« Consumer loans (including staff loans) are assigned grade 1 because of the fact that such loans are regularly repaid
from salary account without any delinquency and arrears.

All loans and advances assumed to be graded as follows.
o All Pass consumer loans are assigned with risk grade 1.
o All Pass status loans & advances with exceptions of consumer loan are assigned with risk grade 2.
o All Special Mention status loans & advances are assigned with risk grade 3

o All Sub-Standard status loans & advances are assigned with risk grade 4 '_5:‘51""" Tk
o All Doubtful status loans & advances are assigned with risk grade 5. /'f';’o‘ /

o All Loss status loans & advances are assigned with risk grade 6. fs A { o, &
o All financial guarantees are assigned with risk grade 1 glo™§
The bank hasn't any outstading loans & advances with grade 7 & 8.

iv) Generating the term structure of PD

Credit risk grades are a primary input into the determination of the term structﬁre of PD for exposures. The Bank
collects performance and default information about its credit risk exposures analyzed by type of product and borrower
as well as by credit risk grading. The Bank employs statistical models to analyze the data collected and generate
estimates of the remaining lifetime PD of exposures and how these are expected.to change as a result of the passage

of time. y o
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V) Determining whether credit risk has increased significantly

The Bank assesses whether credit risk has increased significantly since initial recognition at each reporting date.
Determining whether an increase in credit risk is significant depends on the characteristics of the financial instrument

and the borrower.

The credit risk may also be deemed to have increased significantly since initial recognition based on qualitative
factors linked to the Bank’s credit risk management processes that may not otherwise be fully reflected in its
quantitative analysis on a timely basis. This will be the case for exposures that meet certain heightened risk criteria,
such as placement on a watch list. Such qualitative factors are based on its expert judgment and relevant historical

experiences.

As a backstop, the Bank considers that a significant increase in credit risk occurs no later than when an asset is more
than 30 days past due. Days past due are determined by counting the number of days since the earliest elapsed due
date in respect of which full payment has not been received. Due dates are determined without considering any grace
period that might be available to the borrower.

If there is evidence that there is no longer a significant increase in credit risk relative to initial recognition, then the loss
allowance on an instrument returns to being measured as 12-month ECL. Some qualitative indicators of an increase
in credit risk, such as delinquency or forbearance, may be indicative of an increased risk of default that persists after
the indicator itself has ceased to exist. In these cases, the Bank determines a probation period during which the
financial asset is required to demonstrate good behavior to provide evidence that its credit risk has declined
sufficiently. When contractual terms of a loan have been modified, evidence that the criteria for recognizing lifetime
ECL are no longer met includes a history of up-to-date payment performance against the modified contractual terms.

The Bank monitors the effectiveness of the criteria used to identify significant increases in credit risk by regular
reviews to confirm that:

. o the criteria are capable of identifying significant increases in credit risk before an exposure is in default;

J o the criteria do not align with the point in time when an asset becomes 30 days past due;

the average time between the identification of a significant increase in credit risk and default appears reasonable;

ol exposures are not generally transferred directly from 12-month ECL measurement to credit- impaired; and
© there is no unwarranted volatility in loss allowance from transfers betwe€f 12=month PD (Stage 1) and lifetime PD
(Stage 2) , R o s N

g/ y
g/ X 4

vi) Definition of default s [ o

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

o the borrower is unlikely to pay its credit obligations to the Bank infull, without recourse by the Bank to actions such as
realizing security (if any is held); %, LN

o the borrower is more than 90 days past due on any material credit ob|i‘g'ation to'the Bank.

© overdrafts 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 outstanding; or

.

-~ -

' 4

.

-
e the asset as a result-of pankruptcy due to the borrower’s
o O

£ o

A s

o it is becoming probable that the borrower will ;g\s;r_p/q |
J inability to pay its credit obligations. b <
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In assessing whether a borrower is in default, the Bank considers indicators that are:

o Qualitative: e.g. breaches of covenant;

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 obtained from external sources.
© Inputs into the assessment of whether a financial instrument is in default and their significance may vary over time to

reflect changes in circumstances.
The definition of default largely aligns with that applied by the Bank for regulatory capital purposes.

vii) Incorporation of forward-looking information

The Bank incorporates forward-looking information into both the assessment of whether the credit risk of an
instrument has increased significantly since its initial recognition and the measurement of ECL.

For each segment, the Bank formulates three economic scenarios: a base case, which is the median scenario, and
two less likely scenarios, one upside and one downside. For each sector, the base case is aligned with the
macroeconomic model’'s information value output, a measure of the predictive power of the model, as well as base
macroeconomic projections for identified macroeconomic variables for each sector. The upside and downside
scenarios are based on a combination of a percentage error factor of each sector model as well as simulated
optimistic and pessimistic macroeconomic projections based on a measure of historical macroeconomic volatilities.

External information considered includes economic data and forecasts published by Fitch Solutions formerly known
as Business Monitor International, an external and independent market intelligence and research institution. This is in
addition to industry —level, semi — annual NPL trends across statistically comparable sectors.

Periodically, the Bank carries out stress testing of more extreme shocks to calibrate its determination of the upside
and downside representative scenarios. A comprehensive review is performed at least annually on the design of the
scenarios by a panel of experts that advises the Bank’s senior management. The Bank has identified and
documented key drivers of credit risk and credit losses for each portfolio of financial instruments and, using an
analysis of historical data, has estimated relationships between macroeconomic variables and credit risk and credit
losses.

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

Sector (Product)
Cluster 1
Agriculture, Consumer loans, Overdtaft, Interest free financing . Shods

L, exports, USD
Cluster 2 & T"A.;.v._._,\"' AN
Domestic Trade Services, Mining and energy, Transport, Hea,ltﬁ, _ , %,
Merchandise, Financial services o [ 0,.%% /7] \ ) ) e
Cluster 3 \ 5 2
Building and Construction, Hotel and tourism, Manufacturirui'gl.é;nd‘ . Goods Nominal GDP, Regl L

, . . NS AC) . capita,USD
production, Industry, Realstate, Housing and construction . 7., imports, USD |USD (2010 prices)
Cluster 4 0
Export, Import, Advance against import bills }ui Qooq§,,.
W imports, USD—|
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The Bank defined a statistically significant correlation threshold with macroeconomic of 50%. No statistically
significant correlation was observed for Cluster 2, as a result no macroeconomic adjustment is observed.

. Aal0

1,070

Consumer price index inflation, 2010=100, ave 763 935
Exports of goods and services, USD 9,396 10,689 11,818
Government domestic debt, LCU 1,601,205 1,831,600 2,059,995
LCU/USD, ave 53 57 59
Nominal GDP, LCU 6,324,877 8,013,282 9,616,084
Private final consumption, LCU 4,706,091 5,637,460 6,537,715
Total domestic demand, LCU 6,554,527 7,774,860 9,014,880
Savings, LCU 1,139,738 1,333,876 1,571,134
Population 122,292,044 125,261,131 128,250,164
Consumer price index inflation, 2010=100, eop 757 893 999
M1, LCU 519,050 584,105 660,745
— M2, LCU 1,669,935 1,932,335 2,247,120
Current expenditure, LCU 510,010 596,728 716,557
Goods imports, USD 15,798 16,433 17,419
Goods exports, USD 4,137 4,393 4,740
Current account balance, USD (4,804) (4,748) (4,996)
Import cover months 2 2 2
F Total household spending, LCU 5,494 617 6,584,552 7,636,051
Nominal GDP, USD 115,100 130,089 144,653
Real GDP, LCU (2010 prices) = *LCU million 1,031,007 1,097,146 1,172,494
- Real GDP, USD (2010 prices) = * by million 71,550 76,140 81,369
Real GDP per capita, USD (2010 prices) 567 589 614
Nominal GDP, USD (PPP) = * by million 358,558 394,407 428,363
~ |Private final consumption, USD 87,766 99,434 109,823
Private final consumption per capita, USD 0 0 0
Government final consumption, LCU 487,844 566,298 646,227
F Government final consumption, USD 9,106 9,990 10,858
Exports of goods and services, LCU 503,898 605,981 703,534
Exports of goods and services per capita, USD 0 0 0
Imports of goods and services, LCU P T 887,821 1,004,879 1,106,430
Imports of goods and services, USD 0 d g A 16,575 17,735 18,598
Total domestic demand, USD ard 122,279 137,135 151,433
Total domestic demand per capita, USD [ [ 0;, %, 0 0 0
Unemployment, % of labour force, ave EE: 3 3 3
Real effective exchange rate index ' 15 10 8
LCU/USD, eop 55 58 61
Total revenue, LCU 476,482 648,397 886,025
Total revenue, USD 8,877 11,412 14,856
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Indicator

30-Jun-22

30-Jun-23

30-Jun-24

Total expenditure, LCU 681,893 857,966 1,104,728
Total expenditure, USD 12,721 15,114 18,534
Current expenditure, USD 9,525 10,522 12,031
Budget balance, LCU (205,411) (209,569) (218,704)
Budget balance, USD (3,844) (3,702) (3,678)
Services imports, USD 6,267 6,697 7,183
Services exports, USD 5,569 5,898 6,246
Total reserves ex gold, USD 3,160 3,649 4,137
Total external debt stock, USD 40,112 44,667 49,384
Long-term external debt stock, USD 38,315 42,836 47,517

Predicted relationships between the key indicators and default rates on various portfolios of financial assets have

The below scenario weightings have been observed:

been developed based on analyzing semi — annual historical data over the past 5 years.

r Summary of scenario weightings
Scenario Base Joriibeb il
Cluster 1 100% - -
~ [Cluster2 100% - -
Cluster 3 92% 8% -
_ |Cluster 4 100% - -

viii) Modified financial assets

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 to a current or potential credit deterioration of the customer. An
existing loan whose terms have been modified may be derecognized and the renegotiated loan recognized as a new

loan at fair value in accordance with the accounting policy set out.
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When the terms of a financial asset are modified and the modification does not result in derecognition, the
determination of whether the asset's credit risk has increased significantly reflects comparison of: its remaining
lifetime PD at the reporting date based on the modified terms; with the remaining lifetime PD estimated based on data
on initial recognition and the original contractual terms.

When modification results in derecognition, a new loan is recognized and allocated to Stage 1 (assuming it is not
credit-impaired at that time).

The Bank renegotiates loans to customers in financial difficulties (referred to as ‘forbearance activities’) to 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 if there is a 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 to be able to meet the revised terms.

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

Committee regularly reviews 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 Bank’s previous
experience of similar forbearance action. As part of this process, the Bank evaluates the borrower's payment
performance against the modified contractual terms and considers various behavioral indicators.

Generally, forbearance is a qualitative indicator of a significant increase in credit risk and an expectation of
forbearance may constitute evidence that an exposure is credit-impaired. A customer needs to demonstrate
consistently good 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 to being measured

at an amount equal to Stage 1.

" ix) Measurement of ECL

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

o Probability of default (PD);

Loss given default (LGD); and

o Exposure 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 PD’.

LGD is the magnitude of the likely loss if there is a default. The Bank estimates LGD parameters based on the history
of recovery rates of claims against defaulted counterparties. The LGD models consider the structure, collateral,
seniority of the claim, counterparty industry and recovery costs of any collateraLt\hat is integral to the financial asset.
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EAD represents the expected exposure in the event of a default. The Bank derives the EAD from the current
exposure to the counterparty and potential changes to the current amount allowed under the contract and arising from
amortization. The EAD of a financial asset is its gross carrying amount at the time of default. For lending
commitments, the EADs are potential future amounts that may be drawn under the contract, which are estimated
based on historical observations and forward-looking forecasts. 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 exposure outcomes at various points in time using scenario and
statistical techniques.

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

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

However, for overdrafts that include both a loan and an undrawn commitment component, the Bank measures ECL
over a period longer than the maximum contractual period if the Bank’s contractual ability to demand repayment and
cancel the undrawn commitment does not limit the Bank's exposure to credit losses to the contractual notice period.
These facilities do not have a fixed term or repayment structure and are managed on a collective basis. The Bank can
cancel them with immediate effect but this contractual right is not enforced in the normal day-to-day management, but
only when the Bank becomes aware of an increase in credit risk at the facility level. This longer period is estimated
taking into account the credit risk management actions that the Bank expects to take, and that serve to mitigate ECL.
These include a reduction in limits, cancellation of the facility and/or turning the outstanding 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:

o instrument type, o collateral type; o industry; and o date of initial recognition;
o credit risk grading; o LTV ratio for retail mortgage o Geo. location of the borrowe o remaining term to maturity;

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

5.2.5 Reconciliation of total gross carrying amounts

The following table summerizes the movement of total gross carrying amount of loan and advances during the year
ended 30 June 2024.

Reconciliation of total gross carrying amounts, 30 June 2024

/¥ i, “Stggg1 Stage 2 Stage 3 Birr'000
Balance at 1 July fesf . S0 007 33341813 2,166,915 1542915 37,051,643
Transfer to 12 months ECL 1 ‘ 399,251 (321:552) (77,699) -
Transfer to Lifetime ECL not credit impaired , (1,451,255) 1,473,822 (22,567) -
Transfer to Lifetime ECL credit impaired.~ (468,861) (148,989) 617,850 -
Net remeasurement of Loss allowance to 1 (1,733,494) (271,424) (13,492) (2,018,409)
Net financial assets originated or purchased ‘ 22,618,246 451,549 181,791 23,251,586
Financial assets derecognised Gy -_';fl,s__x (14,207,864)  (1,393,791)- . (1,018,155) (16,619,810)

Balance at 30 June 2024 1.210.642 41.665.009
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The following table summerizes the movement of total gross carrying amount of loan and advances during the year
ended 30 June 2023.

30 June 2023

Stage 1 Stage 2 Stage 3 Birr'000

Balance at 1 July 25,498,879 1,160,662 756,672 27,416,214

Transfer to 12 months ECL 181,447 (144,061) (37,386) (0)

Transfer to Lifetime ECL not credit impaired (1,379,645) 1,384,698 (5,052) 0
Transfer to Lifetime ECL credit impaired (730,955) (49,415) 780,370 -

Net remeasurement of Loss allowance (196,977) (118,213) 134,655 (180,536)

Net financial assets originated or purchased 19,861,759 770,378 35,020 20,667,157

Financial assets derecognised (9,892,695) (837,134) (121,364) (10,851,192)

Balance at 30 June 2023 33,341,813 2,166,915 1,542,915 37,051,643

2.6 Loss allowance

a) Loss allowance movement
The following table summerizes the movement of the loss allowance of loan and advances during the current year.
30 June 2024
Stage 1 Stage 2 Stage 3  Birr'000
Balance at 1 July, 2023 182,842 19,431 375,019 577,292
Transfer to 12 months ECL 16,790 (2,394) (14,396) -
Transfer to Lifetime ECL not credit impaired (4,926) 7,183 (2,257) -
Transfer to Lifetime ECL credit impaired (2,853) (2,620) 5473 -
Net remeasurement of Loss allowance (23,007) 284 155,083 132,360
Net financial assets originated or purchased 125,642 3,795 21,825 151,222
Financial assets derecognised (105,913) (12,262) (186,792) (304,968)
Balance at 30 June 2024 188,574 13,377 353,955 555,906

The slight decreased in Expected Credit Loss (ECL) is mainly attributed to the improvement of a few loans and
enhancement of forwad looking information.
The following table summerizes the movement of the loss allowance of loan and advances during the year ended 30

June 2023. e S TR

P 30 June 2023
‘ '_ﬁ_ . es N Stage 1 Stage 2 Stage 3 Birr'000
Balance at 1 July, 2022 " R 209,924 11,609 166,411 387,944
Transfer to 12 months ECL 4,907 (1,168) (3,739) -
Transfer to Lifetime ECL not credit impaired (10,134) 10,640 (505) -
Transfer to Lifetime ECL credit impaired - . (4,325) (470) 4,796 -
Net remeasurement of Loss allowance (11,342) (620) 239,852 227,890
Net financial assets originated or purchased .. WETIEY 117,470 8,242 3,687 129,399
Financial assets derecognised "” » "'x (123,657) (8,801). . (35483) (167,941)
LA N\ 182,842 19,431 375,019 577,292

Balance at 30 June 2023 ;?.,

H AR W [
- :‘ i":rﬁ._i' . ";_3‘ =5 . 1,
= W T Ty = R
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b) Loss allowance by sector and banking services

— Sector

Agriculture

< Construction and Build.
Consumer Loan
Domestic Trade Services
Export and Import
Hotel and Tourism
Manufacturing & Ind.
Transport and Comm'n

c) Loss allowance by risk grade

40

Conv'nal Interest Free
Banking Banking 30 June 2024 30 June 2023
___Birr'000 Birr'000 __Birr'000 Birr'000
19,305 210 19,515 16:423
129,824 533 130,357 89,436
11,633 88 11,721 25,370
123,028 5,954 128,983 169,823
226,119 2,889 229,008 237,660
1,886 - 1,886 3,847
8,887 652 9,539 14,932
23,472 1,425 24,897 21,102
544,154 11,752 555,906 577,292

The following table summarizes the risk category of loan and advances impiarment during the year.

Risk grade

> 0%

O NGO D WN

Total gross exposure

30 June 2024 30 June 2023

Birr'000 Birr'000

4,548 4,908
129,078 125,651
54,948 52,284
13,377 19,431
75,678 34,234
25,856 143,127
252,421 197,658
555,906 577,292

d) Loss allowance by type of loan and advance products and regions
The following table summerizes the loss allowance of loan and advances by type of products during the current and

previous years.

30 June 2024 30 June 2023

Stage 1 Stage 2 Stage 3 Birr'000 Birr'000
Addvance against Import Bills 539 - - 539 52
Merchendise 1,118 - - 1,118 2,953
Overdraft 31,804 - 8,602 40,406 34,040
Pre-Shipment 54,103 1,448 93,961 149,512 136,772
Term Loan 101,010 11,929 251,393 364,331 403,476
Grand Total 188,574 13,377 353,955 555,906 577,292

oY ‘12,
P
7 b r‘-‘d
y
i
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The subsequent table summarizes the loss allowance of 1o

previous fiscal years.

an and advances in each region for th

e current and

30 June 2024 30 June 2023
Regions Stage 1 Stage 2 Stage 3 Birr'000 Birr'000
Addis Ababa 135,705 8,042 279,116 422,862 356,946
Afar 82 - 176 258 253
Amhara 39,309 4778 29,901 73,988 54,866
Benishangul 122 9 1,825 1,957 1,047
Central Ethiopia 246 57 451 754 190
Diredawa 277 - 4 282 170
Gambella 35 6 21 62 109
Harar 17 - 1,617 1,634 379
Oromia 1,904 215 1,447 3,566 2,798
Sidama 475 228 15,889 16,592 10,518
Somalia 129 21 59 210 1415
South Ethiopia 492 18 863 1,373 311
South West Ethiopia 183 - - 183 61
Tigray 9,598 1 22,586 32,185 149,530
Grand Total 188,574 13,377 353,955 555,906 577,292

ommitments

dit risk related to guarantees
lled upon. The maximum

5.2.7 Guarantees andc

The maximum exposure to cre
have to pay if the guarantee is ca
full amount of the commitment. The be
guarantee, letter of credit and loan commitment.

and letter of cr
exposure to cr

low table shows the bank's oustanding credit risk exposure of finan

edit is the m

edit risk related to loan com

aximum amount the bank could

mitment is the
cial

30 June 2024 30 June 2023
_peww T 13 years Over 3 years Birr'000 Birr'000

Financial guarantees 20,000 785,561 - 805,561 2,077,901
Letters of credit net-off margin held 2.416,310 - - 2.416,310 1,444,887

Loan commitments 1,786,202 - - 1,786,202 1,933,098

- Grand Total 4,222,512 785,561 - 5,008,073 5,455,886

Off balance sheet items by risk grade

The following table summarizes the risk category 0
Revolving credit facilities and Overdraft facilities (Unu
for the year ended 30 June 2023 and 30 June 2024.

y

Risk grade

D WN-

Total gross exposure
Loss allowance
Net carrying amount

f off balance sheet item

s which includ

e Loan commitments of

tilized Amounts), Letter of Credit LC and Financial Guarantee

SR 30 June 2024 30 June 2023
Birr'000 Birr'000

3,221,871 3,858,029

403,233 880,719

1,382,969 690,926

- 26,212

5,008,073 5,455,886

% (12,079) (18,084)

. 4,995,994 5,437,801
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- The following table summerizes the movement of the Loan commitments, Lc commitments and financial guarantee

contracts provision expense (off balance sheet exposures) during the year.

30 June 2024
Stage 1 Stage 2 Stage 3 Birr'000
Balance at 1 July 2023 17,620 464 - 18,084
Transfer to 12 months ECL - - - -
Transfer to Lifetime ECL not credit impaired - - - -
Transfer to Lifetime ECL credit impaired (77) - 77 -
Net remeasurement of Loss allowance 2,898 - (77) 2,822
Net financial assets originated or purchased 6,149 6,149
Financial assets derecognised (14,512) (464) (14,976)
Balance at 30 June 2024 12,079 - - 12,079

The following table summerizes the movement of the Loan commitments and financial guarantee contracts provision

expense (off balance sheet exposures) for the year ended 30-June-2023.

30 June 2023

Stage 1 Stage 2 Birr'000

Balance at 1 July 25,499 52 25,550
- Transfer to 12 months ECL -
Transfer to Lifetime ECL not credit impaired (0) 0 =
Transfer to Lifetime ECL credit impaired (173) 173 -

Net remeasurement of Loss allowance (1,307) 18 (173) (1,462)

Net financial assets originated or purchased 13,697 447 14,144

Financial assets derecognised (20,096) (52) (20,147)

Balance at 30 June 2023 17,620 464 - 18,084

.3 Liquidity risk

Liquidity risk is the risk that the Bank, though solvent either does not have sufficient financial resources available to
meet all its obligations and commitments as they fall due or can secure them only at excessive costs. The bank’s
approach to managing liquidity is to ensure, as far as possible, that it will always have sufficient liquidity to meet its

liabilities when due, under both normal and stressed conditionsy-without incurring unaccep
V. W= o

damage to the Bank’s reputation. RTINS

=~

table losses or risking
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~.3.1 Management of liquidity risk
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Liquidity risk arrises because of the possibility that the bank might be unable to meet its payment obligations when
they fall due as a result of missmatches in the timing of the cashflows under both normal and stress circumstances.

The daily liquidity position of the Bank is monitored and regular liquidity stress testing is conducted under a variety of
scenarios covering both normal and more severe market conditions to ensure that sufficient liquidity is maintained.
The key measures used by the bank for managing liquidity risk are the ratio of net liquid assets to net current liabilities
and maturity analysis. Details of the reported Bank' s ratio of net liquid assets to net current liabilities at the reporting

date and during the reporting year were as follows:

Ratio of net liquid assets to net current liabilitites

30 June 2024 30 June 2023

At Close of the year P At — 23.27% 20.52% -
Average for the year LY 3 20.41% 20.77%
= Maximum for the year s 2 } 23.27% 26.30%
5 : 17.83% 18.01%

Minimum for the year

0.3.2 Maturity analysis of financial asset and liabilities

The table below summarizes the Bank’s liquidity risk as at 30 June 2624, categorized into relevant maturity groupings
based on contractual maturity date.

30 June 2024

30 June 2024 0-30 days 31-90 days 91-180 days 181-365 days Over 1 year
Birr'000 Birr'000 Birr'000 Birr'000 Birr'000 Birr'000

Financial Assets

Cash and bank bal. 8,097,210 277,486.62 249,788 390,741 2,678,937 11,694,162
Loans & advances 278,978 2,225,263 154,028 5,924,718 32,526,116 41,109,103
Equity investments - - - - 476,004 476,004
Other financial Assets 448,600 423,587 636,729 378,978 4,931,805 6,819,698
Total Fin. Assets (a) 8,824,788 2,926,336 1,040,544 6,694,437 40,612,862 60,098,967
Financial Liabilities

Deposits from customers 1,007,049 3,645,750 3,243,086 5,482,007 38,296,012 51,673,904
Deposits from other banks 208,503 318,345 325,308 100,000 - 952,156
Other financial liabilities 993,063 1,618,607 18,141 18,088 381,762 3,029,661
Total fin. liabilities (b) 2,208,616 5,582,701 3,586,536 5,600,095 38,677,773 55,655,721
NET Mismatch (a - b) 6,616,172 (2,656,365) (2,545,991) 1,094,341 1,935,089 4,443,246
Cumulative Mismatch 7,170,283 4,513,918 1,967,927 3,062,268 4,997,357 9,440,603

The cash flows presented in the table above are the undiscounted amounts to be settled in the future. The analysis
shows that the Bank will not be exposed to liquidity risk in the future. The maturity analysis is based on NBE

requirements.
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~.3.3 Liquidity risk of relevant maturing group
The table below summarizes the bank’s liquidity risk as at 30 June 2023 and 30 June 2024, categorized into relevant

maturity grouping based on contractual maturity date.

Below 1 year 1-3years Over3years 30 June 2024 30 June 2023

Birr'000 Birr'000
Total gross exposure 14,094,546 6,922,557 20,647,906 41,665,009 37,051,643
- Loss allowance (307,670) (71,948) (176,288) (555,906) (577,292)
Net 14,340,986 6,850,609 20,471,618 41,109,103 36,474,351
_ ‘ Maturity grouping 30 June 2024 30 June 2023
Financial assets 74 P Below 1 year 1-3 years Over 3 years Birr'000 Birr'000
o e
Financial guarantees® o 3 \ 20,000 785,561 - 805,561 2,077,901
Loan commitments AR 3 | 4,202,512 - - 4,202,512 3,377,985
L - Loss allowance | 3 | @ - (12,073) (6) (12,079) (18,084)
Net L\ J 4,222,512 785,561 - 4,995,994 5,437,801

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

volatilities.

i) Foreign exchange risk
Foreign exchange risk is the risk that the fair value or future cash flows of financial instruments will fluctuate due to
the changes-in foreign exchange rates. The Bank is exposed to exchange rate risks to the extent of balances and
transactions denominated in currencies other than Ethiopian Birr. Management has set limits to manage the Bank's

foreign exchange risk against its functional currency.

The table below summarizes the foreign currency exposure for the year ended 30 June 2024.

usD GBP EUR AED ZAR Grand Total

Birr'000 Birr'000 Birr'000 Birr'000 Birr'000 Birr'000
Financial Assets:
Cash and bank bal. 2,440,091 16,316 134,817 11,646 671 2,603,541
Other assets - - - - - -
Total 2,440,091 16,316 134,817 11,646 671 2,603,541
Financial Liabilities:
Deposit from customer 1,395,023 59 12,455 - - 1,407,537
Other liabilities - - - - - -
Total 1,395,023 59 12,455 - - 1,407,537
Net exposure 1,045,068 .- 1 122,362 ~_..11,646 671 1,196,005
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The table below summarizes the foreign currency exposure for the year ended 30 June 2023.

usD GBP EUR AED ZAR Grand Total
Birr'000 Birr'000 Birr'000 Birr'000 Birr'000 Birr'000
Financial Assets:
Cash and bank bal. 1,027,540 1,226 181,995 8,110 5,922.16 1,224,793
Other assets - - - - - -
Total 1,027,540 1,226 181,995 8,110 5,922.16 1,224,793
Financial Liabilities:
Deposit from customer 371,151 84 19,685 - - 390,920
Other liabilities - - - - - -
Total 371,151 84 19,685 - - 390,920
Net exposure 656,389 1,142 162,309 8,110 5,922.16 833,873

ii) Sensitivity analysis for foreign exchange risk

Sensitivity analysis of foreign exchange risk measures the impact of currency rate fluctuation on profitability of the
Bank with all other variables held constant. The following table summarizes the sensitivity of profit due to increase or
decrease in foreign currency rate by 10% on foreign currency denominated monetary assets and liability accounts:

At 30 June 2024 At 30 June 2023

Carrying 10% 10% Carrying 10% 10%
Description Amount Depreciation Appreciation Amount Depreciation Appreciation

Birr'000 Birr'000 Birr'000 Birr'000 Birr'000 Birr'000
Assets
usD 2,440,091 (244,009) 244,009 1,027,540 (102,754) 102,754
GBP J— 16,316 (1,632) 1,632 1,226 (123) 123
EUR p F & S 134,817 (13,482) 13,482 181,995 (18,199) 18,199
AED P, 2 11,646 (1,165) 1,165 8,110 (811) 811
ZAR o [, & . 671 (67) 67 5,922 (592) 592

£ 2,603,541 (260,354) 260,354 1,224,793 (122,479) 122,479

Liabilities = - -
usD S8, P 1,395,023 139,502 (139,502) 535,606 53,561 (53,561)
GBP d to 1 59 6 (6) 19,213 1,921 (1,921)
EUR 12,455 1,245 (1,245) 38 4 (4)
AED - - - - - -
ZAR - - - - - -

1,407,537 140,754 (140,754) 554,857 55,486 (55,486)
Total (Dec.)/inc. effect on 4,011,078 (119,600) 119,600 1,779,650 (66,994) 66,994
At 30 June 2024 if the Birr had weakeneﬁlﬂf‘ gthen 10% against the major trading currencies, with all other
variables held constant, profit before tax i Ve ‘bae lower/higher 119.6 million Birr.

[~ g xR
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~ iii) Interest rate risk

Interest rate is the risk that the future cash flows of financial instruments will fluctuate because of changes in the
market interest rates. Interest margin may decrease as a result of such changes but may increase losses in the event
that unexpected movement arises. The Bank closely monitors interest rate movements and seeks to limit its exposure
by managing the interest rate and maturity structure of financial assets and liabilities carried on the statement of

financial position.

Sensitivity analysis for interest rate risk

Sensitivity analysis of interest rate risk measures the impact of interest rate fluctuation on profitability of the Bank with
all other variables held constant. The following table summarizes the sensitivity of profit due to increase or decrease
in interest rate by 10% on interest bearing financial assets and liabilities. The sensitivity is measured based on the
assumption that there is parallel shift in the yield curve.

Carrying 10% 10%

Interest Bearing assets Amount Increase Decrease
Loans and advance to customers at amortized cost 41,665,009 4,166,501 (4,166,501)
Time deposit T 975,476 97,548 (97,548)
Total Interest Bearing assets A v o N 1 42,640,485 4,264,048 (4,264,048)
Interest Bearing liabilities &5/ o,

Deposits from customers {- : 48,234,382 4,823,438  (4,823,438)
Fixed time deposit P 4,391,678 439,168 (439,168)
Totai Interest Bearing Liabilities XA 52,626,060 5,262,606 (5,262,606)
Net interest income increase/decrease PR (9,985,575) (998,558) 998,558

If interest rate had increased/decreased by 10% against interest bearing assets and liabilities, 'with all other variables
held constant, profit before tax would have been lower/higher by 998.56 million Birr respectively.

Capital management

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

Minimum capital requirement

According to the Licensing & Supervision of Banking Business Directive No SBB/78/2021 of the National Bank of
Ethiopia, all Banks whose paid-up capital is below Birr 5 billion (Five billion Birr) shall raise their paid-up capital to the
said amount by June 30, 2026. Consequently, the Bank established a proactive action plan for capital enhancement
and met the required capital requirement limit two years early. In addition, the Bank has accomplished its goal of
raising a paid-up capital balance of Birr 6.5 billion by June 2024.

L
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Capital adequacy ratio

According to the Licensing & Supervision of Banking Business Directive No SBB/78/2021 of the National Bank of
Ethiopia, the Bank has to maintain capital to risk weighted assets ratio of 8% at all times, the risk weighted assets
being calculated as per the provisions of Directive No SBB/9/95 issued on August 18, 1995.

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

30 June 2024 30 June 2023

Primary capital
Share capital
Share premium
Legal reserve

Supplimentary capital
OCI-Equity Investment
OCI-Definded Employee Benefit
Regulatory risk reserve

Total Capital
Total risk weighted assets

Primary Capital to RWA Ratio
Total Capital to RWA Ratio
Minimum required capital ratio
Excess /short-fall

The Bank has satisfied both the NBE requirement of a capital adequacy ratio of
policy's stated internal risk exposure limit of 10%.

6 Interest income 7

Loans and advances to customers

Treasusy Bills

Treasury Bond ‘
Government Bonds o e -
Time deposits i

Birr'000 Birr'000
6,015,344 4,733,303
39,108 35,388
1,686,601 1,308,302
7,741,053 6,076,993
321,013 171,751
(74,868) (25,560)
301,230 124,983
547,375 271,174
8,288,428 6,348,167
55,203,834 49,246,297
14.02% 11.78%
15.01% 12.34%
8.00% 8.00%
6.02% 4.34%

8% and the capital management

30 June 2024 30 June 2023

Birr'000 Birr'000
6,285,031 5,265,006
50,650 122,485
174,545 34,640
52,442 28,267
105,059 97,124
6,667,727 5,647,522
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Interest expense

- Deposits from customers
Deposits from cooperatives and other Banks
Deposits from public agencies

Fee and commission income

—  Commission income Local
Commission income Foreign
Service charges Local
Service charges Foreign
Processing fees

©

Fee and commission expense

Legal Fees

Manucipality Fees

Membership fee

License Fees

Correspondent Charges

Motor Vehicles Inspection & Circulation Fees
Bank Charges & Commissions

Ethswitch Remote-on us expense

Swift charge

10 Net gain on foreign exchange translation

Gain on Forign Exchange Valuation
Loss on Forign Exchange Valuation
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30 June 2024 30 June 2023
Birr'000 Birr'000

1,721,704 1,412:513

347,589 152,685

24,229 3,991

2,093,522 1,569,189
30 June 2024 30 June 2023
Birr'000 Birr'000

285,459 273,596

336,658 363,970

38,158 27,134

562,255 548,216

25,521 29,063

1,248,051 1,241,979

30 June 2024 30 June 2023
Birr'060 Birr'000

6 130

6,101 4241

970 551

1,155 445

1,782 1,846

308 252

o 6,019 36,028
RS Uiy X 11,800 9,449
P 2,163 1,465
o £, B \g3 30,254 54,407
30 June 2024 30 June 2023

Birr'000 Birr'000

329,344 218,300

(136,890) (63,373)

192,454 154,927
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1 Other operating income
30 June 2024 30 June 2023

Birr'000 Birr'000
Rental income 293 6,029
Gain on disposal of properties 17,085 390
Penalty Charge Income 12,163 14,195
Dividend earned 34,148 15,216
Other income 79,789 217553

143,478 57,383

]

Loan impairment charge
30 June 2024 30 June 2023

Birr'000 Birr'000

(21,337) 207,867
(21,337) 207,867

Loan impairment charge

i Impairment losses on other assets/liabilities
30 June 2024 30 June 2023

Birr'000 Birr'000
Impairment losses on other assets 107,507 145385
Impairment losses on Treasury Bill 26 103
Impairment losses on Cash & bank Balance 171 6
107,704 11,444

14 Personnel expenses
30 June 2024 30 June 2023

Birr'000 Birr'000

Staff Salaries ™ 1,389,690 1,004,896
Staff allowances ,/ ¥ g o A 707,108 485,815
Pension costs — Definded Employee Benefit (&7 152,930 110,778
Definded Employee Benefit pesf ¢ 43,449 26,648
Other staff expenses | <{ 0 217,762 338,859
o L\ 011 2,510,939 1,966,996
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5 Other operating expenses
- 30 June 2024 30 June 2023

Birr'000 Birr'000
Advertisement & publicity 90,621 53,305
Amortisation Leasehold Land 2,170 2,661
Donations 201 34,555
Audit fees 424 423
Consultancy fee 1,288 5,751
Directors' related expenses 2,370 1,580
Entertainment 771 901
Event organization expense 118 114
Fuel and lubricants 27,188 19,159
Insurance 141,841 15,921
IT support 155,440 102,104
Loss on Desposal of Assets 3,193 1,398
Office supplies 136,730 106,288
Other Operating expenses 166,194 99,776
Perdiem administration 7,195 9,796
Repairs and maintenance 20,973 20,282
Security,Messengers & Janitors expenses 299,683 198,406
General assembly 2,678 1,985
Meeting accomodation 6,213 6,299
Fund transfer fees and expenses 7,882 8,795
Staff loan - Amortisation 16,511 9,309
Sundries 4,068 2,126
Telephone expenses 39,825 27,798
Provision Expense on LCS 32 67
Provision Expense on Financial Gurantee (608) 535
Provision expense on Court Case 50 1,104
Provision expense on OD & Revolving Facilities (5,429) (8,068)
Sponsorship expense 8,636 8,990
Transport and fuel 16,276 14,843
Utilities 6,864 5,751
Wages for non-permanent employees. 4,011 2,785
1,163,408 754,737

Company income and deferred tax liability

a) Reconciliation of effective tax to statutory tax

o

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

income tax rate as follows:
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30 June 2024 30 June 2023

]

Birr'000 Birr'000
IFRS accounting profit 1,945,310 2,124,416
Add: Disallowed expenses
Entertainment 771 901
Penalties 624 330
Award/Gifts 1,027 2,890
Sport expense 576 366
Current service cost, past service cost and interest 43,449 26,648
Impairment on other assets 197 110
Provision expense on Court Case 50 1,104
Depreciation expense of PPE for accounting purpose 170,037 114,086
Amortization expense of intangible assets for accounting purpose 7,763 7,450
Impairment on Loans and Advances as per IFRS (21,337) 207,867
Interest expense on Lease liability 15,525 10,241
Depreciation Expense - ROUA 228,585 180,979
Amortisation Leasehold Land 2,170 2,641
Prepaid staff expense 16,511 9,309
Additional interest income recognized on employee benefit 109,337 114,434
Accrued-Leave expenses (Total Leave expense -Current year Accrued Leave) 29,246 46,241
Net Gain/loss on Disposal of property, plant and equipments (As per TAX) 15,558 1,398
Provision expense of LCs, Guarantee, OD & revolving facilities 3,251 602
Other receivable impairment expense 107,507 115385
Sub total 730,847 738,931
Less: Tax exempted income and allowed expenses
Dep'n & amortization expense of PPE and intangibles assets_Tax use 238,906 171,523
80% of NBE provision on loans (13,776) 172,299
80% of Other receivable asset impairment 135,150 97,851
Interest income taxed at source- local deposit 105,060 97,124
Interest income taxed at source- Treasury Bill 50,650 122,485
Interest Earned on Treasury Bonds 174,545 34,640
Interest income taxed at source- Government Bond 52,442 28,267
Dividend income taxed at source 34,148 15,216
Net Gain or loss on Disposal of property, plant and equipments (As periERS) 13,892 390
Defind employee benefit paid as per tax base 7 M oo 4,790 8,917
Accrued-Leave expenses as per tax base — 4,246 8,211
Quara Building Rent Income 293 6,029
Provision expense on OD & Revolving Facilities “{ o1 9,257 8,068
Office rent amortization expense as per tax base FEANG 261,128 188,540
Sub total S o O 1,070,729 959,559
Taxable profit : 3 1,605,428 1,903,788
Current tax @30% DR To 481,629 571,136
Add: Rental income tax (293 7\@@/ ' 88 1,809
Current income tax OB T 481,717 572,945

$

[+

Iy
4

\ "l‘
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b) Current income tax liability

Balance at the beginning of the year
Prior year over /under paid

Payment during the year

Current year profit tax

Witholding tax paid

Balance at the end of the year

_c) Income tax expense

Current incom tax

Deferred tax expense/(income) - profit or loss
Total charge to profit or loss

Deferred tax expense/(income) - OCI

Total tax in statement of comprehensive income

d) Deferred tax assets

52

30 June 2024 30 June 2023

Birr'000 Birr'000
572,836 367,648
E 3,745
(572,836) (371,393)
481,717 572,945
(13) (109)
481,704 572,836
30 June 2024 30 June 2023
Birr'000 Birr'000
481,717 572,945
(38,466) -
443,250 572,945
16,030 -
459,280 572,945

Deferred income tax assets and liabilities, deferred income tax charge/(credit) in profit or loss ("P/L), in equity and
other comprehensive income are attributable to the following items:

Description

Deferred Tax Assets

Provision for accrued leave
Post-employment benefit obligation

Deferred Tax Liabilities

Unrealized fair value (gain)/loss on equity invest.

PPE & Intangible assets

Total net deferred tax assetsl(liabili(gi,es)j’”'

Description ls5f %

Deferred Tax Assets o
Provision for accrued leave
Post-employment benefit obligation

Deferred Tax Liabilities

/
ésse /‘

Credit Credit
1 July, 2023 (charge)to (charge)to 30 June 2024
P/L ocCl

__Birr'000 Birr'000 Birr'000 Birr'000
- 44 969 - 44,969

35,700 11,598 10,316 57,614
35,700 56,567 10,316 102,583
(111,230) - (26,347) (137,577)
(34,851) (18,100) - (52,951)
(146,081) (18,100) (26,347) (190,528)
(110,381) 38,466 (16,030) (87,945)

Credit Credit
1 July, 2022 (charge)to (charge)to 30 June 2023
P/L OcClI

Birr'000 Birr'000 Birr'000 Birr'000
19,566 5,319 10,816 35,701
19,566 5,319 10,816 35,701
E - (111,230) (111,230)
(20,176) (14,675) - (34,851)
(20,176) (14,675) (111,230) (146,081)
(610) (9,356) (100.414) (110,380)




ABAY BANK SHARE COMPANY
OTE TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2024

7 Cash and bank balance

Local currency cash on hand
Foreign currency cash on hand
Cash held on NBE

Deposits with local banks
Deposits with foreign banks
Less: Bank balance impairement

Maturity analysis
Current
Non Current

The cash held on NBE balance consists of 3.68 billion Birr of statury reserve balance which constitutes 7% of the e
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30 June 2024 30 June 2023

Birr'000 Birr'000
2,214,099 2,161,173
14,345 40,627
6,876,993 4,862,253
2 2
2,589,196 1,184,166
(473) (303)
11,694,162 8,247,918
11,694,162 8,247,918
11,694,162 8,247,918

stated deposit balance. The equivalent reserve balance is released right away in the event that the deposit balance

falls.

Cash held on NBE
— Deposits with foreign banks
Total ECL
Loans and advances to customers

Agriculture
Construction and Building
Consumer Loan
Domestic Trade Services
Export and Import
Hotel and Tourism
Manufacturing and Industry
Transport and Communication
Total gross exposure

- Loss allowance

Maturity analysis

Current
Non Current

ECL by Class of Cash and Cash Equivalent Items

30 June 2024 30 June 2023

Birr'000 Birr'000
344 244
129 59
473 303

30 June 2024 30 June 2023

Birr'000 Birr'000

440,472 296,339

6,152,545 5,311,732

3,783,277 8,288

6,248461 6,642,514

T~ 16,485,518 14,365,691
g Wi o) 876,241 823,713
4,460,603 3,916,539

3,217,892 2,457,362

41,665,009 37,051,643

y (555,906)  (577,292)
P 41,109,103 36,474,351
13,786,875 10,200,891

27,322,227 26,273,460

36,474,351

41,109,103
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9

Equity investments at fair value -OCI
Addition of FV - OCI of FVas at30 FVas at30

the Year the Period June 2024 June 2023
Equity investments Birr'000 Birr'000 Birr'000  Birr'000
Abay Insurance S.C 7,809 (505) 60,430 S3MR2 1
Abay Industries S.C 5,200 (3,940) 190,144 188,884
Addis-Africa Int. Conv. & Exh. Center - (277) 71 348
Dessie Hidassie Building .C - - 100 100
Ethiswitch S.C 29,010 89,003 367,016 249,003
ACSI Bank S.C - 3,541 17,758 14,217
Ethiopian Security Exchange 5,000 - 5,000
47,019 87,822 640,520 505,679
30 June 2024 30 June 2023
OCI equity investment reconcilation Birr'000 Birr'000
At the beginning of the year 259,537 171,752
Re-measurement fair value gains/(loss) on equity investment, net of deferred tax
61,475 87,786
At the end of the year 321,013 259,537

The fair value of equity investments are estimated by independent consultant, price waterhouse Coopers (PWC).
PWC used the market approach to value the Bank's investee Companies. Pwc used readily available market
information of comparable companies to the investee companies being valued and adjusted for specific factors as a
basis for fair valuation. The PWC applied level Il inputs in determining fair value of bank's equity investments.

Valuation by multiples is based on actual market prices. By using this valuation method, the unknown value of the
valuation object is calculated based on the known values of comparable objects (companies, transactions or IPOs).
The selection of the appropriate multiple within a range requires judgment, considering qualitative and quantitative

factors specific to the measurement.

Other Financial assets AL
‘a) Investment Securities :

30 June 2024 30 June 2023
J Birr'000 Birr'000
Time deposit 975,476 1,662,267
Treasury bill 145,651 1,214,605
Treasury bond 2,978,334 1,141,920
Government Bond 979,541 527,354
u/’9,_ a3 o _ 5,079,002 4,546,146
Less Impairement on investment sec nti/e(.“ = an \ P4 (254) (227)
I 4 il i [ 5,078,748 4,545,919

|

v,

_? :_" o

‘—‘}“ [ & .-"'.:',B\abzdh
\\ay Bank
Nt

PARM 5~
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b) Other receivables

e Receivable from money transfer agents
Staff reciveable
Other receivables

- Less: impairment allowance

Total Other Financial Assets

Maturity analysis

Current
Non Current

I Other Non-financial assets

Prepayments

Inventory in stock

Prepaid employee benefit

Other receivable

Total other Non Financial Assets

Prepaid employee benefit measured at fair valuation. .

30 June 2024 30 June 2023
Birr'000 Birr'000
184,306 200,437
517,918 1,384

1,060,782 937,187
(22,056) (17,192)
1,740,950 1,121,816
6,819,698 5,667,735

30 June 2024 30 June 2023

Birr'000 Birr'000
(757,061) 601,915
7,576,759 5,065,929
6,819,698 5,667,844

30 June 2024 30 June 2023
Birr'000 Birr'000
391,407 265,797
447 096 267,860
554,124 170,933

2,057 1,188
1,394,684 705,778

30 June 2024 30 June 2023

_ Stages Staff Loan Measured at Fair Value Birr'000 Birr'000
Stage 1 1,229,251 560,876 557,681
Stage 2 40,326 3,189 2,392
Stage 3 5,209 516 8,686
Grand Total 1,274,786 564,581 568,759

The prepaid employee benefit balance presented under Other Non-financial Assets includes an amortized portion,
which is accounted for as an expense over the period of the employee benefit. The difference of Birr 10.46 million is
attributable to the amortization of the prepaid employee benefit recognized in the current year.
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Right of Use Asset

The statement of financial position shows separate line item for the right of use asset which comprises the following;
Weigheted Average Cost of Capital of the bank was used to discount lease liability. The rate applied for this

computation was 6%.
30 June 2024 30 June 2023

Birr'000 Birr'000
Right-of-use assets balance — As at July 1, 2023 927,495 639,439
Add: ROUA addition 454,124 321,585
Add: Lease liability addition 177,349 176,649
Add (Less): Depreciation and amortization expense on right of use asset (228,585) (180,979)
Prior period adjustment (149,735) (29,199)
Total 1,180,648 927,495

30 June 2024 30 June 2023

Breakdown of right of use asset Birr'000 Birr'000

Office Rent 1,055,481 800,392
Land 125,167 127,103
Total Right of use asset 1,180,648 927,495

Lease liabilities
The statement of financial position shows separate line item for the lease liability which comprises the following;
Weigheted Average Cost of Capital of the bank was used to discount lease liability. The rate applied for this

computation was 6%.

30 June 2024 30 June 2023

Lease Liabilities Balance Birr'000 Birr'000

Lease liabilities balance — As at July 1, 2023 507,520 391,992
Add: Lease liability addition of the year T 92,668 105,287
Add: Current year interest expense on lease liability 0 558 i N 15,525 10,241
Total g : 615,713 507,520

30 June 2024 30 June 2023

Breakdown of Lease Liabilities Birr'000 Birr'000

.......

495,657 385,585
120,056 121,935
i 615,713 507,520

Office Rent
Land
Total lease liability
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LS

Property, plant and equipment

Figures in Ethiopian Birr thousand

Cost:

As at 1 July 2022
Additions

Disposals

As at 30 June 2023

As at 1 July 2023
Additions

Disposals

As at 30 June 2024

Accumulated depreciation:

As at 1 July 2022
Charge for the year
Disposals

As at 30 June 2023

As at 1 July 2023
Charge for the year
Disposals

As at 30 June 2024

Net book value:
As at 30 June 2023
As at 30 June 2024

Intangible Assets
Description
Cost:

As at 1 July 2023

Additions
30 June 2024

57

Buildings Motor Furniture & Office Computer & Total
Vehicles Fittings Equipment Accessories  Birr'000
91,175 189,248 148,310 148,110 290,584 867,427
74,813 210,584 98,145 205,944 92,387 681,873
. (994) (147) (1,052) (2,485) (4,679)
165,988 398,838 246,308 353,002 380,485 1,544,620
165,988 398,838 246,308 353,002 380,485 1,544,620
- 115,698 89,674 320,883 125,313 651,568
- (15,292) (4,227) (5,875) (3,102) (28,496)
165,988 499,244 331,755 668,010 502,696 2,167,692
2,052 67,141 39,411 62,633 120,955 292,192
2,363 24 897 16,042 28,590 42,193 114,086
- (941) (94) (747) (1,414) (3,196)
4,415 91,097 55,359 90,477 161,734 403,082
4,415 91,097 55,359 90,477 161,734 403,082
3,154 39,080 23,136 50,232 54,435 170,037
- (10,233) (1,782) (4,393) (2,485) (18,894)
7,569 119,944 76,713 136,316 213,683 554,225
161,573 307,741 190,949 262,525 218,751 1,141,539
158,419 379,300 255,042 531,694 289,012 1,613,467
30 June 2024 30 June 2023
Birr'000 Birr'000
78,833 78,833
17,953 -
96,786 78,833
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o

28

30 June 2024 30 June 2023

Accumulated amortization Birr'000 Birr'000
As at 1 July 2023 59,251 51,801
Charge for the year 7,763 7,450
30 June 2024 67,014 59,251
Net book value:

As at 30 June 2024 29,772 19,582

The company purchased OFSAA software during the year, which satisfies I1AS 38's recognition requirements for
intangible assets and greatly aids the risk and compliance management department's anti-money laundering

operations. It is anticipated that the asset will be useful for six years.

Construction in progress 30 June 2024 30 June 2023

Birr'000 Birr'000
As at 1 July 2023 1,359,726 501,634
Additions for the year 568,383 858,092
1,928,111 1,359,726

Non current asset held for sale
30 June 2024 30 June 2023

Cost Birr'000 Birr'000

Opening 7,351 13,758

Additions/deduction - (6,407)
7,351 7,351

Balance at the end of the year

The Bank's policy is to pursue the timely realization of collateral in accordance with IFRS 5 "Non-current Assets Held
for Sale and Discontinued Operations." The management had intended to sell the non-current asset held for sale
within 12 months from the reporting date. However, due to unforeseen and immediate conditions resulting from
ongoing conflict in the region where the collateral is located, the Bank has been unable to proceed with the sale or re-

assess and measure the fair value of the asset.

s o““‘;?-w',":x
Deposits from customers Zaf AN 4,
s g 30 June 2024 30 June 2023
V&f o . Birr'000 Birr'000
( ’5’ O+
{2s{0 17,498,041 12,883,713

Demand deposits
Savings deposits
Fixed Time deposit

| A 30,736,341 25,454,887
\G, # 4,391,678 3,430,915
52,626,060 41,769,515

Maturity analvsis
Current

Non Current

52,626,060 41,769,516

52,626,060 41,769,516
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9 Other Financial liabilities

Audit fee payables

Borrowing from DBE

Cash payment order payable

- Customers payables

Provision for bonus

Deferred guarantee income
Directors share of profit payable
Dividend payables

Exchange commission payable
Foreign transfers payables
Impairement Financial Gurantee
Impairement on L/C

Provision - on Overdraft Facility
Provision - on Revolving Facility
Long Outstanding payables
Margin Held Accounts

Refund payable

Shareholders payables

Staff leave payables

Cash indemnity allowance
Sundry payables
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30 June 2024 30 June 2023

Birr'000 Birr'000
423 423
255,455 208,166
169,132 169,477
638,940 351,074
100,000 150,000
1,613 5,605
1,350 1,350
65,825 33,008
9,958 17,367
50,880 45,134
237 845
121 89
6,125 2,906
5,696 14,244
70,287 64,564
1,334,541 3,117,081
13 37
808 808
149,896 124,896
35,086 24,270
133,475 33,431
3,029,661 4,364,775

As of 30 June 2024, the Bank had a dividend payable balance of 65.83 million Birr. This balance represents dividends
declared by the Board of Directors in a prior period that have not yet been paid to shareholders due to various

reasons.

other miscellaneous.

Reconciliation of contract liabilities (Deferred guarantee income)

Balance at 1 July

Balance at 30 June 2024

Deferred guarantee income recognized during the year._g.-" 0,
Deffered guarantee income during the year :

*The sundry payables account includes blocked accounts payables, court cases payables, telephone payablé and

30 June 2024 30 June 2023

P

: , Birr'000 Birr'000
" " 5605 1,795
. / (5,605) (1,795)
1513 5,605
1,513 5,605

The above table summarizes the opening and clsoing balance of deferred guarantee income and revenue of Birr 5.61

million was recognized in 2024 for perfoy

ons satisfied (or partially satisfied) in prior periods..
53
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0

Non-financial liabilities
30 June 2024 30 June 2023

Birr'000 Birr'000

Stamp duty payable 7,956 2,365
Tax payables 34,515 31,674
Pension payable 9,117 9,720
Provisions 1,154 1,104
Other payables 3,274 8,394

56,016 53,257
Total other financial and non financial liabilities 3,085,677 4,418,032

Maturity analysis
Current
Non Current

3,029,661 4,364,775
56,016 53,257
3,085,677 4,418,032

Defined Employee Benefit Obligation
The Bank operates an unfunded severance pay plan for its employees who have served the Bank for 5 years and

above and are below the retirement age (i.e. has not met the requirement to access the pension fund). The final pay-
out is determined by reference to current benefit's level (monthly salary) and number of years in service and is
calculated as 1 month salary for the first year in employment plus 1/3 of monthly salary for each subsequent in

employment to a maximum of 12 months final monthly salary.

Below are the details of movements and amounts recognized in the financial statements:
30 June 2024 30 June 2023

Amount recognized in the profit or loss Birr'000 Birr'000
Current service cost 15,890 9,560
Interest cost 27,559 17,088
Past service cost - =
43,449 26,648

Total expense recognized

The movements recognized under other comprehensive income (OCI) for the year ended 30 June 2024 are

Amount recognized in other comprehensive income: 30 June 2024 30 June 2023

Birr'000 Birr'000
Defined benefit obligation - OCI at the beginning of the period. == (50,796) (25,560)
Actuarial (Gains)/Losses on economic assumptions and o, * (19,316) (8,870)
Actuarial (Gains)/Losses on experience (15,072) (27,181)
10,316 10,815

Deferred tax asset(liability) on re-measurement gain or lo’ss'

Total defined benefit obligation - OCI (74,868) (50,796)
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Net defined benefit liability

The below table summarizes the key movements in the net defined benefit liability during the period, including
changes in the present value of the defined benefit obligation, plan assets, and the effect of the asset ceiling.

Description Opening Movefnent Closing
During
Balance : Balance
- Period
(i) Plan Assets - - -
§ (i) Present Value of the Defined Benefit Obligation (119,001) (73,047) (192,048)
(iii) Effect of the Asset Ceiling - - -
Net Defined Benefit Liability (119,001.00)  (73,047.00) (1 92,048.00)

There are no separate assets held which are creditor remote and are held in the name of a separate legal entity to the
Bank set aside to fund the Benefits. Thus, the Bank have therefore not included any assets in the valuation.

Sensitivity of the Defined Benefit Obligation (DBO) to Changes in Key Assumptions

The table below provides a sensitivity analysis showing how changes in the key actuarial assumptions impact the
valuation of the defined benefit obligation. The principal assumptions used in the valuation are listed, and the
corresponding effects on the Defined Benefit Obligation are presented.

Scenario Base DBO (Birr' 000) DBO on Changed % Change
Assumptions (Birr' 000)

Discount rate + 1% 192,048 175,106 -8.80%

Discount rate - 1% 192,048 210,793 9.80%

Salary increase + 1% 192,048 211,376 10.10%

Salary increase - 1% , 192,048 174,340 -9.20%

Reconciliation of Defined Benefit Obligation ,
“ The table below outlines the development of the Defined Benefit Obligation that the Bank will reflect in its financial
statements for the Year Ended 30 June 2024.

P o 30 June 2024 30 June 2023
- LA 0 M Birr'000 Birr'000
Defined Benefit Obligation at the beginning of the period  / Y/ P \ 2 | 119,001 65,219
Current Service Cost (excluding interest) (2097 "= 15,890 9,560
Interest Cost 4 Nl 27,559 17,088
Benefits Paid L AN } (4,790) (8,917)
Actuarial (Gains)/Losses on economic assumptions 007 Ae 19,316 8,870
: 15,072 27,181

Actuarial (Gains)/Losses on experience
Defined Benefit Obligation at the End of the Period e 192,048

119,001
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Summary of Key Financial Assumptions
Financial assumptions are those that affect the amount of the benefit payments (e.g. increases in salary and the
discount rate) while demographic assumptions are those that affect the expected timing of the benefit payments (e.g.
resignation or mortality rates).
The key financial assumptions applied in the valuation, compared to those applied in the previous valuation are
summarized as follows:

30 June 2024 30 June 2023

Financial Assumptions Birr'000 Birr'000

18.7% 20.8%
14.3% 15.1%
14.3% 15.1%
3.85% 4.95%

Discount Rate

Inflation Rate

Salary increase Rate

Net Pre-Retirement Rate

Share capital
30 June 2024 30 June 2023

Birr'000 Birr'000

Authorized:

Ordinary shares of Birr 1000 each 12,000,000 12,000,000

Issued and fully paid:
Ordinary shares of Birr 1000 each
Share premium

6,015,344 4,733,303
39,108 35,388
6,054,452 4,768,691

The Bank shares are owned by individuals and companies.

Earnings per share
Basic earnings per share (EPS) is calculated by dividing the profit after tax by the weighted average number of
ordinary shares in issue during the year.

Weighted average number of shares is computed based on the number of days to year end the shares were held by

the Bank from the payment date for the piad up capital.. X
30 June 2024 30 June 2023

Birr'000 Birr'000
Profit after tax 1,551,662 1,551,471
Weighted average number of ordinary shares in issue . - 5,353 4,309
289.88 360.03

Basic earnings per share (Birr)

Diluted earnings per share is calculated by adjusting
assume conversion of all dilutive potential ordinary s

date (30 June 2024:nil), hence the basic and diluted earnings per share have the same value.

the weighted average number of ordinary shares outstanding to
hares. There were no potentially dilutive shares at the reporting
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3.,

36

Retained earnings
30 June 2024 30 June 2023

Birr'000 Birr'000

At the beginning of the year 1,030,944 658,748
Dividend paid (1,041,760) (658,748)
Carried forward

Profit/ (Loss) for the year 1,502,060 1,551,471
Board remuneration fee - (1,350)
Legal reserve (365,898) (387,868)
Regulatory risk reserve (58,040) (118,207)
Deferred tax liabilities - 1,459
Prior period adjustment (14,964) (14,561)
At the end of the year 1,052,342 1,030,944

Legal reserve
30 June 2024 30 June 2023

Birr'000 Birr'000
At the beginning of the year 1,308,302 920,434
Legal reserve transferred during the period 365,898 387,868
At the end of the year 1,674,200 1,308,302

The NBE Directive No. SBB/4/95 requires the Bank to transfer annually 25% of its annual net profit to its legal reserve
account until such account equals its capital. When the legal reserve account equals the capital of the Bank, the
amount to be transferred to the legal reserve account will be 10% (ten percent) of the annual net profit.

Regulatory risk reserve
30 June 2024 30 June 2023

On loans Birr'000 Birr'000
Loan impairement under IAS 39 ——
Loan impairement under IFRS 9 LREE T AN (555,906) (577,292)
NBE directive requirement Y &7 K 560,023 584,799
o [ o, % >\ 4,117 7,507
On other assets =17
Other Assets impairement under IFRS 9 =2\ (22,056) (17,192)
NBE directive requirement W 2N 194,465 128,171
N 4, & 172,408 110,979
Suspended interest
Suspended interest Computed as per NBE directive requirement 124,705 124,705
~ 124,705 124,705
301,230 243,190

Regulatory risk reserve endingb/ala‘ncem ~

e
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The Regulatory risk reserve is a non-distributable reserve required by the regulation of National Bank of Ethiopia to be
kept for impartment losses on loans and other receivables in excess of IFRS 9 charges. When the loan loss
impairment determined using the NBE guidelines is higher than loss impairment determined under IFRS 9 model, the
difference is transferred to regulatory risk reserve and it is non-distributable to the owners of the bank.

Where the loss impairment determined using the NBE guidelines is less than the loan loss impairment determined
using under IFRS 9 model, the difference is transferred from regulatory risk reserve to the retained earnings to the
extent of non-distributable reserve previously recognized. Moreover, according to NBE dircetives interest income on
impaired loans are not distributable to shareholders of the bank. The amount net-off tax is transferred to regulatory

risk reserve.

30 June 2024 30 June 2023

Cash generated from operating activities
Notes Birr'000 Birr'000

Profit before tax 1,945,310 2,124,416

Adjustments for non-cash items:

Depreciation of property, plant and equipment 24 170,037 114,086
Amortization of intangible assets 25 7,763 7,450
Gain/(Loss) on disposal of property, plant and equipment 37 (13,892) 1,007
Impairment on loans and advances 12 (21,337) 207,867
Interest expense on lease liability 23 15,525 10,241
Adjustment for reclassification of loan write off to loan provision - (18,518)
Impairment on other receivable, NBE bill and Treasury Bill 13 107,534 11,368
Employee benefit obligations 31 (34,388) (36,051)
Prior period adjustment (3,082) -
Proceed from sale of non current asset held for sale 27 - 6,407
Changes in working capital:

-Decrease/ (Increase) in loans and advances 18 (4,613,415) (10,069,130)
-Decrease/ (Increase) in other financial asset p—— 20 (b) (726,654) (432,876)
-Decrease/ (Increase) in Other Non Financial assets v MV AN 21 (688,906) 236,128
-Decrease/ (Increase) in Right of use assets /o " 22 (265,035) (288,056)
-Increase/ (Decrease) in deposits from customers L v‘.‘ . " >\ 28 10,856,545 9,372,165
-Increase/ (Decrease) in Other Financial liabilities ' - : | 29 (1,335,114) 2,792,847
-Increase/ (Decrease) in Defined benefits obligation™ " v 31 73,047 53,782
-Increase/ (Decrease) in Non financial liabilities 30 2,759 9,103

5,476,698 4,102,236

In the statement of cash flows, profit on sale of property, plant and equipment (PPE) comprise:
30 June 2024 30 June 2023

Birr'000 Birr'000
Cost of Property, plant and equipments sold 28,496 4,679
(18,893) (3,196)

Accumulated depreciation of property, plant and equipment sﬂglgm__“_e

Gain/(loss) on sale of property, plant and equipment /{“Wm-- ‘g‘:\ 13,892 (1,007)
Proceed of property, plant and-equipment sold o A\ 23,495 476
o
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«< Related party transactions
A number of transactions where entered in to with related parties in the normal course of business. Below is a
summary of the Bank’s related party transactions for the years ended 30 June 2024 and 30 June 2023:

a) Loans and Advances to Related Parties
30 June 2024 30 June 2023

i Birr'000 Birr'000
Outstanding Loans to Board of Directors 47,149 8,629
Outstanding Loans to Executive Management 183,273 128,011

- 230,422 136,641

b) Key management compensation

Key management includes members of the Board of Directors and the Executive Management of the Bank. The
compensation paid or payable to key management during the year is detailed below. There is no sales or purchase of
goods and services occurred between the Bank and key management personnel as at 30 June 2024.

30 June 2024 30 June 2023

N Birr'000 Birr'000
Compensation of Key Management Personnel (Salaries, Allowances, Bonuses) 31,222 23,249

_ Directors' Share of Annual Profit 1,350 1,350
Directors' Annual Sitting Allowance 1,080 1,080
Total Compensation 33,652 25,679

39 Contingent liabilities

i) Guarantees and letters of credit

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

below their nominal amounts.

The table below summarizes the mount of contingent liabilities for the account of customers:
30 June 2024 30 June 2023

Birr'000 Birr'000
Guarantees issued and outstanding 805,561 2,077,901
Letters of credit net-off margin held 2,416,310 1,780,128

3,221,871 3,858,029
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ii) Loan and advance commitments
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The bank has outstanding loan and advance commitments, not provided for in these financial statements, which are
summarized as follows:

Unutilized overdraft facility
30 June 2024 30 June 2023

Birr'000 Birr'000
Overdraft Facility Limit 6,741,778 6,011,151
Utilized Overdraft Amount 5,344,046 5,304,426
Unutilized Overdraft Amount 1,501,254 826,771

Overdraft Loan Impairment (40,406) (34,040)

Unutilized revolving facility
30 June 2024 30 June 2023

Birr'000 Birr'000
Revolving Facility Limit 4 \"‘"" N 8,144,508 8,071,684
Utilized Revolving Facility Amount U S \ 7,494,702 6,965,356
Unutilized Revolving Facility Amount ,. A i) &’} R 649,806 1,106,328
Revolving Facility Loan Impairment W2l 0770 Yy (151,169) (139,776)
\ !
Events after reporting period AN\

Subsequent Events

On July 29, 2024, the National Bank of Ethiopia announced a significant revision to the country's foreign exchange
(FX) system. This reform introduces a competitive, market-based determination of the exchange rate, addressing a
long-standing distortion within the Ethiopian economy. The implementation of this reform is guided by the new
Foreign Exchange Directive (FXD/01/2024).

Potential Impact

While the reform does not directly impact the financial statements for the fiscal year ending June 30, 2024, it has the
potential to affect the Company's financial performance in future periods. The shift to market-based exchange rates
could introduce increased volatility in foreign exchange rates, impacting the value of foreign currency assets and
liabilities, as well as the profitability of foreign currency transactions.

Contingencies

The Company is closely monitoring the implementation of the foreign exchange reform and assessing its potential
impact on its operations. There are no material contingencies or uncertainties related to this event at this time.




