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BANK OF ABYSSINIA
REPORT OF DIRECTORS
FOR THE SIX MONTH PERIOD ENDED 31 DECEMBER 2025

The directors submit the report for the period ended 31 Decernber 2025, in accordance with the International

Financial Reporting Standards (IFRS) and in the manner required by Accounting and Auditing Board of Ethiopia
which discloses the financial performance and state of affairs of the Bank.

Incorporation and address

Bank of Abyssinia (“the Bank”) is a public owned share company domiciled in Ethiopia. The Bank was established in
(1996) in accordance with the Licensing & Supervision of Banking Business Proclamation No. 84/1994 (as amended by

1360/2025) and the Commercial Code of Ethiopia of 1960(as amended by 1243/2021). The Bank opened branches
throughout the Country.

The Bank’s registered office is at:
Legehar Building

Gambia Street

P.O Box 12947

Addis Ababa, Ethiopia

Principal activities _
The Bank’s principal activity is providing commercial banking services.

Results and dividends

The Bank's results for the year ended 31, December 2025 are set out on page 8. The profit for the year has been
transferred to retained earnings. The summarised results are presented below.

31 Dec 2025 31 Dec 2024

Birr'ooo Birr'ooo
Total operating income 17,462,146 12,285,770
Profit / (loss) before tax 5,996,035 3,973,494
Tax (charge) / credit “ (1,833,597) (1,020,134)
Profit / (loss) for the year 4,162,438 2,953,360
Earning Per Share - 28% 21%

Directors
The directors who held office during the year and to the date of this report are set out on page 3.

e

Chairperson, Board of Directo

Ato Mekonene Manyazewal J
3
Addis Ababa, Ethiopia
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BANK OF ABYSSINIA
STATEMENT OF DIRECTORS' RESPONSI BILITIES
FOR THE SIX MONTH PERIOD ENDED 31 DECEMBER 20 25

In accordance with the Financial Reporting Proclamation No.847/ 2014, Bankof Abyssiniaisrequired to prepare its financial
statements in compliance with International Financial Reporting Standards (IFRS)asissued by the International Accounti ng
Standards Board (IASB) and in the manner required bythe Commercial Code of Ethiopiaof 2021. The Directors of the Bank are
responsible for the preparation and fair presentation of these finan cial staterments andforsuch internal controlas managerent

determines is necessary to enable the preparation of financial statements thatare free from material misstatement, whether dueto
fraud or error. The Bank is required keep suchrecords as are necessaryto:

L]

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

b) Explain its transactions and financial position; and

c) Enable the Accounting and Auditing Board of Ethiopiaand other concerned organs todetermine whether the Bank had

complied with the provisions of the Financial Reporting Proclamation and regulations and directives issued for the
implementation of the aforementioned Proclamation.

The Bank's directors accept responsibility for the annual financial statements, which have been prepared using appropriate

accounting policies supported by reasonable and prudent judgements and estimates, in conformity with International Financial
Reporting Standards (IFRS) and other relevant laws and regulations 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 Bank
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.

-

Nothing has come to the attention of the Directors to indicate

that the company will not remain a going concern for at least twelve
months from the date of this statement.

~ Signed on behalf of the Directors by:

A

Ato Mekonene Manyazewal -
Chairperson of Board of Director
February 10,2026
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Tewodros Hailu, Mi.A, FCCA & Fikre Menta, M.A, FCCA

INDEPENDENT AUDITOR'S LIMITED ASSURAN CE REPORTON INITERIM FINANCIAL STATEMENTS OF
BANK OF ABYSSINIA S.C FOR THE SIX MONTHS PERIOD ENIDED 31 DECEMIBER 2025.

We have reviewed the accompanying Interim FinancialStatements of Bank of Abyssinia S.C for the period
ended 31 December 2025 which comprise the statement of financial position as of December 31,2025,
the statement of comprehensive income, statements of change in shareholders” equity, statement of cash
flows for the period then ended and summary of materialaccounting policies and the related notes to the
financial statements.

-

A review includes primarily applying analytical procedures to management’s financial data and making
inquiries of management. A review is substantially less in scope than an audit, the objective of which is
the expression of an opinion regarding the financial statements as awhole. Accordingly, we do not express
such an opinion.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair pres‘entation of these financial statements in
accordance with the International Financial Reporting Standards (IFRS) as issued by the international
Accounting Standards Board (IASB); this includes the design, implementation, and maintenance of internal
control relevant to the preparation and fair_presentation of financial statements that are free from
material misstatement, whether due to fraud or error.

~ Auditors’ Responsibility

A limited assurance engagement undertaken in accordance with ISAE 3000 (Revised) involves assessing
the suitability in the circumstances of the Bank’s use of its reporting criteria as the basis for the
preparation’ of its financial statements, assessing the risks of material misstatement of the interim
financial statements whether due to fraud or error, responding to the assessed risks as necessary in the
circumstances, and evaluating the overall presentation of the financial statements. A limited assurance
engagement is substantially lessin scope than a reasbnabl.e assurance engagement in relation to both risk
assessment procedures, including an understanding of internal control, and the procedures performed in
response to the assessed risks. The procedures we performed were based on our professional judgement

. and included inquiries, observation of processes followed in preparing the interim financial statements,

inspection of selected working files documents, analytical procedures, evaluating the appropriateness of

quantification methods and reporting policies, and agreeing or reconciling with underlying records. We
believe that the results of our procedures provide a reasonable basis for our conclusion.

Tel: + 251.011-466 11 57  Mobile 251.96.621 5921 -.-.,‘;.'_.-v,"f’:.,\_\zi";;. b ,\ E@i P.0. Box 8118
Ko . -90-380 61 90 \t - Do -;',;/ nail: chalatewodros@gmail. com
KGN W AR S -' NSy ’7// Addis Ababa Ethiopia




Auditors’ Conclusion

Based on our review, we are not aware of any material modifications that should be made to the
accompanying financial statements in orderfor them to beinaccordance with the International Financial
Reporting Standards (IFRS) as issued by the inte rnational Accounting Standards Board (IASB).

Restriction of liability

-

Our work has been undertaken to enable us to express a limited assurance conclusion on the interim
financial statements of Bank of Abyssinia S.C for the period ended 31 December 2025 to the Management
of the Bank in accordance with the terms ofour engagement, and for no other purpose. We do not accept
or assume liability to any party other than the Bank, for our work, for this report, or for the conclusion we
have reached at.

-~

Addis Ababa Ethiopia

February 12,2026
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BANK OF ABYSSINIA
STATEMENT OF PROFIT ORLOSS

FOR THE SIXMONTH PERLOD ENDED 31 DECEMBER 2025

“Z

The notes on pages 12 to 57 are an integral part of these financial statements.

31 Dec. 2025 31 Dec 2024
Notes Birr'ooo Birr'ooo
Interest income 5 19,073,348 15,211,054
Interest expense 6 (6,752,947) (4,724,766)
Net interest income 12,320,401 10,486,288
Net Foreign e:éi:hange income/loss 7 1,203,090 (888,257)
Service charges 2,262,577 1,225,119
Commission earned ; .2 8 826,518 871,658
Net fees and commission income 4,292,185 1,208,520
Dividend income ' : 9 9,509 45,391
Other operating income 10 840,051 545,571
Total Other Income 849,560 590,962
Total operating income 17,462,146 12,285,770
Loan impairment charge 11 (1,399,558) (845,127)
Impairment losses on financial assets (74,000) (260,231)
Net operating income 15,988,587 11,180,411
Personnel expenses 12~ (5,837,678) (4,809,404)
Amortisation of intangible assets 20 (75,494) (62,811)
. Depreciation *and impairment of preperty, plant 22 (469,286) (344,762)
and equipment
Depreciation on investment property 19 (2,073) (235)
Amortization of Right of use assests S (602,535) (472,399)
Interest Expense for lease Liability (6,809) (6,606)
Other operating expenses 13 (2,998,678) (1,510,700)
Profit before tax 5,996,035 3,973,494
Income tax expense 14 (1,833,597) (1,020,134)
Profit after tax 4,162,438 2,053,361
Earnings per share 28% 21%




l BANK OF ABYSSINIA
STATEMENT OF FINANCIAL POSITION
l AS AT 31 DECEMBER 2025
31 Dec.2025 30 Jumne 20235
, Notes Birr'ooo Birr'ooo
l ASSETS
Cash and cash equivalents 15 62,957,655 50,289,576
Loans , advances and financing to castomers(Net) 16 239,033,557 193,379,151
Investement securities; 17
' -Debt securites at amortized cost 17,946,865 15,267,976
-Financial assets at fair value through 0CI : 1,473,465 1,442,225
Other assets 18 ) 19,447,082 12,895,343
Investiment property 19 183,588 10,330
Intangible assets 20 1,137,654 1,079,822
Right of use Leased assets 21 4,225,442 3,674,199
Property, plant and equipment 22 10,010,486 8,188,353
l Total assets : 356,415,793 286,226,976
LIABILITIES
Deposits from customers ' 23 ~ 254,464,933 211,654,830
Interest free customers deposits 24 42,815,849 31,524,908
Other liabilities 25 15,052,943 10,489,194
Current tax liabilities 14 © 1,631,533 2,576,017
Lease Laibilities 21 304,629 330,589
Retirement benefits obligations 26 426,407 438,526
Deferred tax liabilities 15d 631,984 370,981
Inter Bank loan 27 9,200,000 -
Total liabilitics 324,428,058 257,385,045
EQUITY
Share capital 28 15,000,000 15,000,000
Share premium 5,998 5,998
Retained earnings g 30 7,080,518 4,973,379
Revalution Surplus Account 418,879 420,823
- Legal reserve 31 7,266,279 6,225,669
Regulatory risk reserve 1,795,767 1,795,768
Special reserve 25,919 25,919
Other Reserve 394,377 394,375
Total equity 31,987,736 28,841,931
Total equity and liabilities 356,415,794 286,226,976

The notes on pages 12 to 57 are an integral part of these financial statements.

- The financial statements on pages 8 to 11 were approved and authorised for issue by the board of directors on

February 10, 2026 and were signed on its behalf by:

e

Mekonene Manyazewa
Chairperson of Board of Dirgctors

hief Executive Officer
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BANK OF ABYSSINIA
STATEMENT OF CASHFELOWS
FOR THE SIXMONTH PERIOD ENDED 31 DECEMBER 2025

Cash flows from operating activities
Cash generated from operations

Withholding tax
Income tax paid

Net cash (outflow)/inflow from operating activities

Cash flows from investing activities
Purchase of equity investments
Purchase of Treasury bills
Purchase of Treasury Bonds
Purchase of DBE bonds
Purchase of intangible assets
Purchase of property, plant and equipment
Cash paid for lease payament
. Proceeds from sale of property, plant and equipment

Net cash (outflow)/inflow from investing activities

Cash flows from financing activities
Proceeds from issues of shares

Dividends paid
Inter bank loan

Net cash (outflow)/inflow from ﬁnancing activities

Net increase/(decrease) in cash and cash equivalents

Cash and cash equivalents at the beginning of the

year

Foreign exchange (losses)/ gains on cash and cash

equivalents

Cash and cash equivalents 'at the end of the

year

The notes on pages 12 to 57 are an integral part of these financial statements.

N otes

32-

20
22
21

28
25

Page 11

31Dec 2025 31 Dec 2024
Birr'ooo0 Birr'ooo
12,385,011 15,345,969
(41,281) (9,423)
(2,576,017) (1,094,277)
9,767,713 14,242,268
(31,240) (46,370)
(421,000) 512,710
(551,850) (708,543)
(1,706,040) (1,248,592)
(133,326) (86,070)
(2,466,929) (16,940)
(1,186,548) (701,508)
10,842 -
(6,486,091) (2,295,313)
- 188,150
(1,016,634) (1,176,721)
9,200,000 3,200,000
8,183,366 2,211,429
11,464,990 14,158,385
50,289,576 27,943,909
1,203,090
62,957,655 42,102,294




N OTES TO THE FINANCEAL STATEMENTS ?
FOR. THE SIX MONTH PERYOD ENDED =31 DE CEMBER 2025

1. CORPORATE INFORMATION

Bank of Abyssinia (“the Bank”)isa public omned shaxecon pany comiciled in Ethiopia. The Bank was establishedin (1996)in
accordance with the Licensing & Supervision of Banking Business Prodamation No. 1360/2025 (as amended by 592/2008, 1159 /2019)

and the Commercial Code of Ethiopia of 1243/ 2021, The Bank cpenedbranchesthroughout the Country. The Bank’s registered office
is at: j

Legehar Building |
Gambia Street

P.0. Box 12947
Addis Ababa, Ethiopia

The principal activities of the Bank are banking and related activities including accepting customer deposits, lending to retail, small
and medium enterprise (SME) and corporate customers, trade financing, , project financing, issuing letter of credit (LCs), inter bank
borrowing and lending, dealing in government securities client’s basein Ethiopian Market.

2, ACCOUNTING POLICIES _ : 5%

2.1. Basis of Preparation

The financial statements have been prepared in accordance with the going concern principle under the historical cost concept, except
for the following;

» Assets held for sale — measured at fair value less cost of disposal, and
» Defined benefit pension plans — plan assets measured at fair va]ug;

All values are rounded to the nearest thousand except when otherwise indicated. The financial statements are presented in thousands
of Ethiopian Birr (Birr ‘000).

2.2. Summary of Material accounting policies

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

2.3 Functional currency & translation of foreign currency
(i) Functional and presentation currency

Items included in the financial statements are measured using the currency of the primary economic environment in which the Bank
operates("the functional currency”). The functional currency and presenation currency of the Bank is the Ethiopian Birr.
(ii) Transactions and balances

Foreign currency transactions are translated into “Birr “using the exchange rates prevailing at the dates of the transactions. Monetary
items denominated in foreign currency are translated using the closing rate as at the reporting date. Foreign exchange gains and losses
resulting from the settlement of such transactions, and from the translation of year-end exchange rates of monetary assets and
liabilities denominated in foreign currencies, are recognized in the income statement.

At the end of a reporting period non-monetary items carried at historical amounts continue to be measured using transaction-date
exchange rates, monetary items are retranslated using the closing rate and non-monetary items carried at fair value are measured at
valuation-date exchange rates.

2.4 Financial instruments

A financial instrument is any contract that gives rise to a financial asset of one entity, and a financial liability or equity instrument of
another entity. This means that items that will be settled through the receipt or delivery of goods or services are not financial
instruments, nor typically are tax assets and liabilities asthese arise through legal rather than contractual requirements.




2.4.1 Finandalassets

2.4.1.1 Date of recogmnition

All financial assets are initiallyrecognised on thetradedate, ie.thedate that the the Bank become a party to the contractual
provisions of the ingtrament. Thisindudesregular waytrades, purchasesor sales of financial assets that require delivery of assets
within the time frame establishedbyregulation or coraveritionimthe market place. All financial assets are measured initially at their
fair value plusdirectly attributable transaction costs, except in the caseoffinancial assets recorded at fair value through profit or loss.
The Bank classifyall ofits financial assetsbased on the business model for managing the assets and the asset’s contractual cash flow
characteristics. ;

2.4.1.2 Initial recognition '

(i) Business model

The Bank determine the business model at the level that best reflects how the financial assets are managed to achieve its business
objective. The Bank do not assess the business model on an instrument-by-instrument basis, but at a higher level of aggregated
portfolios and is based on observable factors such as:

-

- How the performance of the portfolio and the financial assetsheld within that business model are evaluated and reported to the key

management personnel;
. The risks that affect the performance of the business model (and the financial assets held within that business model)and, in
particular, the way those risks are managed;'
. How managers of the business are compensated (for example, whether the compensation is based on the fair value of the assets
managed or on the contractual cash flows collected);

.and ;
« The expected frequency, value and timing of sales are also important aspects of the Bank's assessment.

(ii) Solely payments of principal and interest/profit (“SPPI”) test

Upon determination of business model, the Bank will assess the contractual terms of financial assets to identify whether they meet the
SPPI test.

‘Principal’ for the purpose of this test is defined as the fair value of the financial asset at initial recognition and may change over the
life of the financial asset (for example, if there are repayments of principal or amortisation of the premium/discount).

The most significant elements of interest/profit within a lending arrangement are typically the consideration for the time value of
money and credit risk. The Bank apply judgement and consider relevant factors such as the currency in which the financial asset is
denominated, and the period for which the interest/profit rate is set in assessing the SPPL

2.4.1.3 Subsequent measurement

For purposes of subsequent measurement, financial assets are classified in four categories:
. Financial assets at amortised cost (debt instruments)
. Financial assets at fair value through OCI with recycling of camulative gains and
Losses (debt instruments) ‘ ;
. Financial assets designated at fair value through OCI with no recycling of
Cumulative gains and losses upon de-recognition (equity instruments)
. Financial assets at fair value through profit or loss.

(i) Financial assets at amortized cost (debt instruments)

This category is the most relevant to the Bank. The Bank measures financial assets at amortized cost if both of the following conditions
are met: The financial asset is held within a business model with the objective to hold financial assets in order to collect contractual
cash flows; and the cSntractual terms of the financial asset giverise on specified dates to cashflows that are solely payments of
principal and interest on the principal amount outstanding,

Financial assets at amortized cost are subsequently measuared using the effective interest (EIR) method and are subject to impairment.
Gains and losses are recognizedin profitor loss whenthe assetis de-recognized, modified or impaired.
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(i) Financial assets atfair value through OCE (debtirastcurnents)

TheBank measuresdebt instraments at fixvaliethroagh 0CIIf both of the following conditions are met: The financial asset is held
within 2 business model withthe objedive of both holding to collect contractual cash flows and selling; and the contractual terms of
the financial asset giverise on specified dates tocash flows thatare sdely payments of principal and interest on the principal amount
outstanding.

Fordebt instruments at fair value through OCI, intexest inconne, foreign exchange revaluation and impairment losses or reversals are
recognized in profit orloss and computed inthe same mnannex as for financial assets measured at amortized cost.

The remaining fair value changes are recognized in OCL. Upon de-recognition, the cumulative fair value change recognized in OClis
recycled to profit or loss. : '

(iii) Financial assets designated at fair value through OCI (equity instruments)

Upon initial recognition, the Bank can elect to classify irrevocably its equity investments as equity instruments designated at fair value
through OCI when they meet the definition of equity under IAS 32 Financial Instruments:

Presentation and are not held for trading. The classification isdetermined on an instrument-by-instrument basis. Gains and losses on
these financial assets are never recycled to profit or loss. '

Dividends are recognized as other income in profit or loss when the right of payment has been established, except when the Bank
benefits from such proceedsas a recovery of part of the cost of the financial asset, in which case, such gains are recorded in OCI.

Equity instruments designated at fair value through OCI are not subject to impairment assessment.

‘The Bank elected to classify irrevocably its non-listed e'quity investments under this category as it intends to hold these investments

for the foreseeable future.

(iv) Financial assets at fair value through profit or loss

Included in financial assets at FVTPL are financial investments, financial assets designated upon initial recognition,

Subsequent to initial recognition, financial assets designated at FVTPL are recorded in the statement of financial position at fair value.
Changes in fair value are recognised in the income statements.

The designation eliminates or significantly reduces inconsistent treatment that would otherwise arise frommeasuring the assets or
liabilities or recognising gains or losses on them on a different basis; or :

The assets and liabilities are part of financial assets, financial liabilities or both, which are managed and their performance evaluated
on a fair value basis in accordance with a documented risk management or investment strategy.

Financial assets at fair value through profit or loss include financial assets held for trading, financial assets designated upon initial
recognition at fair value through profit or loss, or financial assets mandatorily required to be measured at fair value. Financial assets
are classified as held for trading if they are acquired for the purpose of selling or repurchasing in the near term.

~

Derivatives, including separated embedded derivatives, are also classified as held for trading unless they are designated as effective
hedging instruments. Financial assets with cash flows that are not solely payments of principal and interest are classified and
measured at fair value through profit or loss, irrespective of the business model.

Notwithstanding the criteria for debt instruments to be classified at amortised cost or at fair value through OCI, as described above,
debt instruments may be designated at fair value through profit or loss on initial recognition if doing so eliminates, or significantly
reduces, an accounting mismatch.

Financial assets at fair value through profit or loss are carried in the statement of financial position at fair value with net changes in

fair value recognized in profit or loss.

2.4.1.4 Financial Assets designation

At initial recognition, the Bank may designate certain financial assets as at FV'I fw_‘b ‘tlg& esignation eliminates or significantly
AT
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2 .4.1.5 Derecognition
A financial asset Cor, where applicable, apart of afinancalasset or partof aofsimilar financial assets)is derecognised when:

() The rights toreceive cashflowsfirom thefinarcialassethaw expired; or

-
)

(3i) The transfer of financialassetis qualifies fox derecogmition.
2.4.1.6 Impairment of financial assets

(3) Overview of Expected Credit Loss (ECL) principles
The Bank recognizesloss allowances for expected credit losses “ECL” for financial assets that are debt instruments and are not
measured at FVTPL. : ' '

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

- Fixed income securities that are determined to have low credit risk at the reporting date;
« and other financial instruments for which credit risk has not increased significantly since initial recognition.

(ii) Determination of significant increase in creditrisks
At each reporting date, the Bank assess whether financial assets carried at amortized cost, debt financial assets carried at FVOCI, and
finance lease receivables are credit-impaired (referred to as ‘Stage 3 financial assets).

A financial asset 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 of 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.
2.4.1.7 Restructured financial assets

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

« If the expected restructuring will not result in de-recognition 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 de-recognition of the existing asset, then the expected fair value of the new asset is related
as the final cash flow from the existing financial asset at the time of its de-recognition. This amount is included in calculating the cash
shortfalls from the existing financial asset that are discounted from the expected date of de-recognition to the reporting date using the
original effective interest rate of the existing financial asset. ‘

2.4.1.8 Write-off

Loans and debt securities be written off (either partially orin full) when there is no reasonable expectation of recovering the amount
inits entirety ora portion thereof. Thisis generally the case when the Bank determines that the borrower does not have assets or
sources of income that could generate sufficient cashflowsto repay the amounts subject to the write-of. This assessment carried out
at the individual asset level. Recoveries of amounts previouslywritten off included in ‘impairment losses on financial instruments’in
the statement of profit orloss and OCI. Financial assetsthat are written off could still be subject to enforcement activities in order to
comply withthe BanK's procedures for recovery of amounts due.

2.4.1.9 Non-integral financial guarantee contracts
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Where the Bank determinesthat the gxaranteeisanintegral ele memtofthe financial asset, thenany premium payable in connection
with the initial recognition of the financial asset treated asa trnsctioncost of acquiring it.

The Bank consider the effect of the protection whery messuring the farvalue of the debit instrument and when measuring ECL.

=)

Where the Bank determinesthat the guaranteeisnot anintegralelement of the debt jnstrument, then it recognize an asset
representing any prepayment of guarantee pxemiurn and arightto cormpensation for credit losses.

2.4.2 Financial liabilities

2.4.2.1 Date of recognition

-

All financial liabilities are initially recognisedon the tradedate ie. thedate thatthe Bank become a party to the contractual provision
of the instruments. This includes: regular waytrades, purchases or sales of financial assets that require delivery of assets within the

time frame generally established by regulation or conventionin the market place.

Financial liabilities are classified, at initial recognition, as financial liabilities at fair value through profit or loss, loans and borrowings,
payables, or as derivatives designated as hedging instruments in an effective hedge, as appropriate.

All financial liabilities are recognized initially at fair value and, in the case of loans and borrowings and payables, net of directly
attributable transaction costs. '

2.4.2.2 Initial recognition

Financial liabilities are classified, at initial recognition, as financial liabilities at fair value through profit or loss, loans and borrowings,
payables, or as derivatives designated as hedging instruments in an effective hedge, as appropriate. All financial liabilities are
recognized initially at fair value and, in the case of loans and borrowings and payables, net of directly attributable transaction costs.

2.4.2.3 Subsequent measurement

The measurement of financial liabilities depends on their classification, as described below:

= .

(i) financial liabilities at fair value th;‘ough profit or loss

Financial liabilities at fair value through profit or loss include financial liabilities held for trading and financial liabilities designated
upon initial recognition as at fair value through profit or loss.

Financial liabilities are classified as held for trading if they are incurred for the purpose of repurchasing in the near term. Gains or
losses on liabilities held for trading are recognized in profit or loss.
Financial liabilities designated upon initial recognition at fair value through profit or loss are designated at the initial date of

recognition, and only if the criteria in IFRS 9 are satisfied. The Bank has not designated any financial liability as at fair value through
profit or loss.

(ii) Loans and Borrowings

This is the category most relevant to the Bank. After initial recognition, interest-bearing loans and borrowings are subsequently
measured at amortized cost using the EIR method. Gains and losses are recognized in profit or loss when the liabilities are de-
recognized as well as through the EIR amortization process.

Amortized cost is calculated by considering any discount or premium on acquisition and fees or costs that are an integral part of the
EIR. The EIR amortization is included as finance costs in profit or loss.

This is the category most relevant to the Bank. After initial recognition, interest-bearing loans and borrowings are subsequently
measured at amortised cost using the EIR method. Gains and losses are recognized in profit or loss when the liabilities are de-
recognized as well as through the EIR amortization process.

Amortised cost is calculated by takingirto account any disount or prenhiurn on ac
of the EIR. The EIRamortization isindudedasfinance wstsinprofitorloss.

. @@@\ b‘s\tf thatare an integral part
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2.4.2.4 Financial Liabilities Desigination

2.4.2.5 De-recognition

The Bank derecognize at finanicialliability when its contractual obligationsare discharged or cancelled, or expire.

=

The Bank derecognize a financal liability when its temsare modified and the cash flows of the modified liability are substantially
different. In this case, a new financial liability. Based on the modified terms recogmized at fair value. ;

The difference between the carrying amount of the financial 1isbility derecognized and consideration paid is recognized in profit or
loss. :
Consideration paid include non-financial assets transfegred, if any, and the assumption of liabilities, including the new modified

financial liabilitv. O M= L . S
Where the modification of a financial liability is not accounted for as de-recognition, then the amortized cost of the liability

recalculated by discounting the modified cashflowsat the original effective interest rate and the resulting gain or loss is recognized in
profit or loss. ’ '

Any costs and fees:incurred are recognized asan adjustment to the carrying amount of the liability and amortized over the remaining
term of the modified financial liability by re-computing the effective interestrate on the instrument.

-

2.4.3 Offsetting

Financial assets and financial liabilities offset and the net amount presented in the statement of financial position when, and only
when, the Bank currently has a legally enforceable right to set off the amounts and it intends either to settle them on a net basis or to
realize the asset and settle the liability simultaneously.

Income and expenses presented on a net basis only when permitted under 1FRS, or for gains and losses arising from a group of similar
transactions such as in the Bank’s trading activity.

2.5. Cash and cash equivalents

Cash and cash equivalents include notes and coins on hand, unrestricted and restricted reserve requirement balances held with NBE
and highly liquid financial assets with original maturities of three months or less from the date of acquisition that are subject to an
insignificant risk of changes in their fair value, and are used by the Bank in the management of its short-term commitments. *

Cash Flows during the period have been ‘classified as operating activities, investing activities and financing activities as per 1AS 7
Statement of Cash Flows, cash flow statement can be prepared either in direct method or in indirect method, Operating cash flows of
BoA are reported using indirect method, whereas investing and financing activities reported using direct method.

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

2.6 Property, plant and equipment

(i) Initial recognition

(ii) Subsequent valuation

Subsequent costs are included in the asset’s carrying amount of recognized as a separate asset, as appropriate, only when it is probable
that future economic benefits associated with the itemn will flow to the group and the cost of the item can be measured reliably.

The carrying amount of the replaced part is derecognized. Property, plant and equipment is stated at cost, net of accumulated
depreciation and accumulated impairment losses, if any.

Such cost includes the cost of replacing part of the property, plant and equipment if the recognition criteria are met.

When significant parts of property, plant and equipment are requiredto be replaced at intervals, the Bank recognizes such parts as
individual assets with specific useful lives and depreciates them accordingly. All other repair and maintenance costs are recognized in
income statement as incurred, - :

(iii) Depreciation

Depreciation is calculated using the straight-line methodtoallocate their cost to their residual values over their estimated useful lives,
as follows .




Asset Class Drepxrect ation Rate (24 ox years)

Useful Life("Yea 1s) i al

Building 50 5%
Motor Vehicle % 10 5%
Computer and Related items ; 7 1%
Furniture and Fittings 10 1%
Medium lived furniture and fittings 10 1%
Long lived furniture and fittings 20 1%
Equipment:

Short lived equipment d I 1%
Medium lived equipment n [ R 1%
Lift and roofing 15 1%

S

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

(iv) Gain or losses on the disposal of property, plant and equipment

An item of property, plant and equipment and any significant part initially recognized is derecognized upon disposal or when no
future economic benefits are expected from its use disposal. '

Any gain or loss arising on de-recognition of the asset (calculated as the difference between the net disposal proceeds and the carrying
amount of the asset) is included in income statement when the asset is derecognized.

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

(v) Impairment of PPE

-

At each balance sheet date, the bank assesses whether there is any indication that the carrying amount of the asset exceeds its
recoverable amount. If any such indication exists, the Bank should estimate the recoverable amount of the asset. An asset is carried at
more than its recoverable amount if its carrying amount exceeds the amount to be recovered through use or sale of the asset.

If this is the case, the asset is described as impaired and impairment loss is recognized as an expense in the profit and loss account.

2.7. Intangible assets
(i) Initial recognition

(ii) Amortization

The useful lives of intangible assets are assessed to be either finite or indefinite. Intangible assets with finite lives are amortized over
the useful economic life. The amortization period and the amortization method for an intangible asset with a finite useful life are
reviewed at least at each financial year-end. '

Changes in the expected useful life, or the expected pattern of consumption of future economic benefits embodied in the asset, are
accounted for by changing the amortization period or methodology, as appropriate, which are then treated as changes in accounting
estimates. The amortization expensesonintangible assets with finite lives is presented as separate line item in the income statement.

Amortization is calculafed using the straight-line method towrite down the cost of intangible assets to their residual values over their
estimated useful lives. Except for undisclosed useful life in the contract the Bank has used 6 years’ useful life for all intangible assets
the rest will use as per contract, the residuval rate will be zexo percent for all intangible asset.

(iii) Impairment

for impairment at the end of
each year. Asper IAS 36 Impairment, any intangible assets with definite usefullife uy indication of impairment.

If any indication exists, then theimpairment test is carxied ouat.
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2.8 Investment property

Property that is held for long-term rental yields orfor capital apypreciattion or both, are classified asinvestment properties.

Recognition of mvestment propertiestakesplace only whenitis probable thatthe futiare economic benefits that are associated with
the investment property will flow to the Bank andthe cost canbereliably measuared. This is usually when all risks are transferred.

Investment properties are measured initially at cost,indudingtransaction costs. The Bank has opted to subsequently carry
investment property at cost and disclose fair value. Fairvalueis based on comparative market prices, adjusted if necessary, for any
difference in the nature, location or condition of the specific asset. Ifthis information is not available, the Bank uses alternative
valuation methods, such as recent pricesonless active markets or discounnted cash flow projections. Valuations are performed as of
the reporting date by professional values who hold recognized and relevant professional qualifications and have recent experience in

location and category of the investment property being valued. These valuationsfrom the basis for the carrying amounts in the
financial statements,

The fair value of investment property reflects, the near current market conditions. The fair value of investment property does not
reflect future capital expenditure that will improve or enhance the property and does not reflect the related future benefits from this

future expenditure other than those a rational market participant would take into account when determining the value of the property.

Subsequent expenditure is capitalized to the asset’s carrying amount only when it is probable that future economic benefits associated
with the expenditure will flow to the Bank andthe cost of the item can be measured reliably. All other repairs and maintenance costs

are expensed when incurred. When part of an investment property is replaced, the carrying amount of the replaced part is
derecognized.

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

2.9 Lease

At an inception of a contract, the Bank assesses whether a contract is, or contains, a lease. A contract is, or contains, a lease if the
contract conveys the right to control the use of an identified asset for a period of time in exchange for consideration. To assess:
whether a contract conveys the right to control the use of an identified assets, the' Bank uses the definition of a lease in IFRS 16.
This policy is applied to contracts entered into before, on or after 1 July 2019 that were previously identified as leases.

(i) Classification 9

At inception of a contract, the Bank assess whether a contract is, or contains, a lease arrangement based on whether the contract
conveys to the user (the lessee) the right to control the use of an identified asset for a period of time in exchange for consideration. If a
lease arrangement contains more than one lease component, or a combination of leasing and services transactions, the consideration

- is allocated to each of these lease and non-lease components at inception and on each subsequent remeasurement of the contract on
the basis of their relative stand-alone selling prices.

(ii) Bank Acting as a Lessee

At commencemeént or on modification of a contract that contains a lease component, the Bank allocates consideration in the contract
to each lease component on the basis of its relative stand-alone price. However, for leases of branches and office premises the Bank
has elected to separate non-lease components from the space rental payment obligations.

The Bank recognizes a right-of-use of asset and a lease liability at the lease commencement date,plus any initial direct costs incurred
and an estimate of costs to dismantle and remove any improvements made to branches or office premises.

The right-of-use of asset is initially measured at cost, which comprises the initial amount of the lease liability adjusted for any lease
payments made at or before the commencement , plus any initial direct costs incurred and an estimate of costs to dismantle and
remove any improvements made to branches or office premnises.

The right-of-use asset is subsequently depreci ated using the straight-line method from the commencement date to the end of the lease

term. In addition, the right-of-useassetis periodically reduced byimpairment losses, if any, and adjusted for certain re-measurement
of the lease liability.

The lease liability is initially measured at the present value of the lease payments that are not paid at the commencement date,
discounted using the interest rate implicit in the lease or, ifthat rate cannot be readily determined, the bank’s incremental borrowing
rate. Generally, the Bank uses its incrermental borrowing rate at the discount rate.

The Bank determines its incremental borrowi ng rate by analyzngitsborowings from varigusextemal sources and makes certain

adjustments to reflect the terms ofthe leaseand typeofasset leased. ; f/?b;{’ o Ef}\‘f‘“k
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Leasse prayrments 1ncl uded 1 ke rmeasuxenien ok the leases labixty comprise the tollowmng;:

= Fixed payments, imcludingin-substance fixed payments 3

= Variable lease payrments that depend on an index or arate, initialdyneasured using the index or rate as the commencement date;
» Amoants expected to be payableundera residual valwe guarantee; and

= Thie exercise price under apurchiseoption thatthe Bakis reasomably certain to exercise lease payments in an optional renewal

period ifthe BanKis reasonably certain to exercise an extension optiors, and penalties for early termination of alease unless the Bank
isreasomably certain notto texminate early,

The lease liability is measured at amortizedcost using the effective interest method. Itis re-measured when thereis a change in future
lease payments arising froma changeinanindexorrate, ifthereis achange in the Bank’sestimate of the amount expected to be
payable under a residual value guarantee, ifthe Bank changesitsassessment of whether it will exercise a purchase extension or
termination option ifthere is arevised in-substance fixed lease payment.

When the leaseliability is re-measured in thisway, acoresponding adjustment is made to the carrying amount of the right-of-use
asset, oris recorded in profit orloss if the carrying amount of theright-of-use asset has been reduced to zero.

\

The Bank presentsright-of-use assetsin propertyand equipmentand lease liabilities in other liabilities in the statement of financial
position.

-

(iii) Short-term Leases and Leases of Low-value Assets

The Bank has elected not to recognize right-of-use assets and lease liabilities for lease of low value assets and short-term leases,

including ATM rent payments. The Bank recognizes the lease payments associated with these leases as an expense on a straight line
basis over the lease term.

(iv) Bank Acting as a Lessor

At inception or on modification of a contract that contains a lease component, the Bank allocates the consideration in the contract to
each lease component on the bases of their relative stand-alone selling prices.

When the Bank acts as alessor, it determines at lease inception whether the lease is a finance lease or an operating lease.

To classify each lease, the Bank makes an overall assessment of whether the lease transfers substantially all of the risks and rewards
incidental to ownership of the underlying asset, if this is the case, then the lease is a finance lease; if not; then it is an operating lease
as part of this assessment, the Bank considers certain indicators such as whether the lease is for the major part of the economic life of
the asset. -

The Bank applies the de-recognition and impairment requirement in IFRS 9 to the net investment in the lease. The Bank further
regularly reviews estimated unguaranteed residual values used in calculating the gross investment in the lease.

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

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

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

a) Their carrying amounts will be recovered principally through sale;
b) They are available for inmediate sale in their present condition;
¢) Their sale is highly probable.

An impairment lossis recognized for any initial or subsequent write-down of the asset (or disposal group) to fair value less costs to
sell. Again is recognized for any subsequent increases in fair value less cost to sell of an asset (or disposal group). But not in excess of
any cumulative impairment losspreviously recognized. A gainor lossnot previously recognized by the date of the sale of the non-
current asset (or disposal group) is recognized at the date of de-recognition.

Non-current assets (including those that arepart of adisposal group)are not depreciated or amortized while they are classified as held

forsale. Interestand other expenses attributable to the liabilities of adisposal group classified as held for sale continue to be
recognized.

Non-current assetsclassifiedasheld for saleand the assets of adisposal group classified asheld for sale are presented separately from
theotherassetsin the balnce sheet. The liabilities of a disposal group dassified as held for sale are presented separately from other

ﬁ“l,

liabilitiesin the balance sheet / 5 b \
Acquired collateralheld for sile presented under the held for sde account if mee QIFRS—s requl \g,but if the management

decdeforbanksuse reecorded under PPE. 4&’% PR
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Adiscontinued operition isacomponent of the entiy thatbhas teendisposed oforis classified as held for sale and thatrepresentsa
separate maj or Line of busine:ss or ggeographical aresa ofoperations , is partof a single cooxdinated plant to disposeof such aline of

business of area of operations, oris asubsidiary acqui red exccusively witha viewofresale. "The results of discontinued operations are
nresented sanarate vin the statement of mrofit arloss.

2. 21 Impairment of non-financial assets

The Bank assesses, each reporting date, whetherthereis an indlicationthat an asset ray be impaired, If any indication exists, or when
annual impairment testing for an assetis required. The Bank estimates the asset’s recoverable amount. An asset’s recoverable -
amount is the higher of an asset’s or Cash-Generating Units (CCU) fair value less costs of disposal and its value in use. Recoverable

amount is determined for an individual asset, unless the asset doesrot generate cash inflows that axe largely independent of those
from other assets or groups of assets.

L]

When the carrying amount of an assetor CGU exceeds its recoverable amount, the asset is considered impaired and is written downto
its recoverable amount. In assessing value in use, the estimated future cash flows are discounted to their present value using pre-tax
discount rate that reflects current market assessmentsof the timevalue of money and the risk specific to the asset. In determining fair
value less costs of disposal, recent market transactions are taken intoaccount. If no such transactions can be identified, and
appropriate valuation model is used. These caleulations are corroborated by valuation multiples, quoted share prices for publicly
traded companies or other available fair value indicators.

-~

The Bank bases its impairment calculation on detailed budgets and forecast calculations, which are prepared separately for each of the
Bank’s CGUs to which the individual assets are allocated. These budgets and forecast calculations generally cover a period of five
years. For longer periods, a long term growth rate is calculated and applied to project future cash flows after the fifth year. For assets
excluding goodwill, an assessment is made at each reporting date to determine whether there is an indication that previously

recognized impairment losses no longer exist or have decreased. If such indication exists, the Bank estimates the asset’s or CGU’s
recoverable amount.

A previously recognized impairment loss is reversed only if there has been a change in the assumptions used to determine the asset’s
recoverable amount since the last impairment loss was recognized. The reversal is limited so that the carrying amount of the asset
does not exceed its recoverable amount, not exceed the carrying amount that would have been determined, net of depreciation, had no
impairment loss been recognized for the asset in prior years. Such reversal is recognized in the income statement.

2.12 Other assets

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

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

(i1) Other receivables

Other receivables are recognized upon the occurrence of event or transaction as they arise and cancelled when payment is received.
The Bank's other receivables are rent receivables and other receivables from debtors.

2.13 Fair value measurement

The Bank measures financial inst ruments classified as (FVTPL) and (FVOCI) at fair value at each statement of financial position date.
Fair value related disclosures for financial instruments and non-financial assets that are measured at fair value or where fair values are
disclosed are, summarized in the following notes:

« Disclosures for valuation methods, significant estimates and assumptions Notes 3

« Quantitative disclosures of fair value measurement hierarchy Notes 4.7.2.

-~

Fair value isthe price that would be received tosell an asset or paid to transfer a liability in an orderly transaction between market
participantsat the measurement date. The fair value measurementis based on the presumption that the transaction to sell the asset
ortransfer the liability takes placeeither:




- In principal market for the asset or liability, or
+ In the absence of a principal market, in the most adva nta geous ma ket forthe asset or liability.

The principal or the most advantageous marketmustbeacessbletothe Bank.
The fair value of an asset or aliability is measured using theassumptioms that market participants would use when pricing the asset or
liability, assuming that market participants actin their econoxnic: bestinterest.

The Bank uses valuation techniquethat are appropriatein the dxcuxnstances and for which sufficient data are available to measure
fair value, maximizing the use of relevant observable inputsand minimizing the use of unobservable inputs.

All assets and liabilities for which fair value is measuredor disclosedin the financial statements are categorized within the fair value
hierarchy, described as follows, based on the lowest levelimputthat issignificant to the fair value measurement as a whole:

« Level 1 — Quoted (unadjusted) market pricesin active markets for identical assets or liabilities.
« Level 2 — Valuation techniques for which the lowest level input thatis significant to the fair value measurement is directly or
indirectly observable.

« Level 3 — Valuation techniques for which the lowestlevel input thatis significant to the fair value measurement is observable.

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

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

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

2.14 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

The Bank operates two defined contribution plans;

| (ii) Pension scheme in line with the provisions of Ethiopian Pension of private organization employee s proclamation 715/2011.
Funding under the scheme is 7% and 11% by employees and the Bank, respectively;

(iii) Provident fund contribution, funding under this scheme is 6% and 12% by employees and the Bank, respectively; based on the

employees’ salary. Employer’s contribution to this scheme are charged to profit or loss and other comprehensive income in the period
in which they relate.
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(b) Defined bernefi tplam

The Liab ility or- asset xecognized im thebalamee sheet in xespectof defined benefit pension plans is the present value of the defined
benefit obligation at the endof therepoxting periad lessthefairvaueofplan assets. The defined benefit obligation is calculated
annually by indep eident actuaries using thie proj ected wnit credit meth od. -

The liability recognized inthe statement of firnancial position inrespect of defined benefit pension plans if the present value of the
defined benefitobligationattheend of the reporting periodless the faix value of plan assets. The defined benefit obligation is
caleulated annually byindependent actuaries wing the projected unit credit method.

The present value of the defined benefit obligation isdetermined by discounting the estimated future cash outflows using interest
rates of high-quality corporate bondsthat are denomin ated 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 service cost of the defined benefit plan, recognizedintheincome statement in employee benefit expense, except where
included in the cost of an asset, reflects the increase in the defined benefit obligation resulting from employee service in the current
year, benefit changes curtailmentsand settlerments.

Past-service costs are recognized immediately income.

Actuarial gains and losses arising from experience adjustments and changes in actuarial assumptions are charged or credited to equity
in other comprehensive incomein the period in which theyarise.

(c) Termination benefits

Termination benefits are payable to Bank employees and executive directors when employment is terminated by the Bank before the
normal retirement date, or whenever an employee accepts voluntary redundancy in exchange for these benefits. The Bank recognizes
termination benefits when it is demonstrably committed to either: terminating the employment of current employees according to a
detailed formal plan without possibility of withdrawal; or providing termination benefits as a result of an offer made to encourage
voluntary redundancy.

(d) Profit-sharing and bonus plans

The Bank recognizes a liability and an expense for bonuses and profit-sharing based on a formula that takes into consideration the
profit attributable to the company’s shareholders after certain adjustments. The Bank recognizes a provision where contractually
obliged or where there is a past practice that has created a’construction obligation.

2.15 Provisions

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

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

2.16 Financial guarantees contract

Financial guarantees are contracts that requirethe Bank to makespecified payments to reimburse the holder for a loss it incurs
because a specified party fails to meet its obligation when itisduein accordance with the contractual terms. In the ordinary course of
business, the Bank give financial guarantees, consisting of letters of credit, guarantees and acceptances.

2,17 Shar-e capital and dividends declared

“The Banks share capital represents the fully paid up capital contributed paid by shareholders for the value of subscribed shares.

Dividends declared and shareholdersare not capitalized tothe capital on ordinary sharesare recognised as a liability in the periodin
which all relevantapprovals have been obtained.

e
- “"‘f"
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2,18 Earnin gs pex-share

The Bank presents basiceamingspershareforits onli iaryshares. Basic earnings per shareare calculated by dividing the profit ox
loss attributable to ordinaty sharcholder of the Bankbywreghtedaverage namber of shares outstanding during the period.

2.19 Income taxation
(i) Current Incorme tax

The income tax expenseor credit forthe period is the tax payableon the current period’s taxable income based on the applicable
income taxrate for eachjurisdiction adjustedbychanges in defered tax assets and liabilities attributable to temporary differences
and to unused taxlosses. 3 ' '

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

(i1) Deferred tax i

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

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

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

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

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

© (i11) Income tax

Current tax assets/recoverable and current tax liabilities/provisions are measured at the amount expected to be recovered from or
paid to the taxation authorities. The tax rates and tax laws used to compute the amount are those that are enacted or substantively
enacted by the reporting date

-

Income taxes for the year comprises current and deferred taxes. Current tax expenses are determined according to the tax laws of each
jurisdiction in which the Bank generate taxable income.

Current tax expenses relating to items recognised directly in equity, are recognised in other comprehensive income or in equity and
not in the income statements. :

(iv) Deferred tax assets and liabilities ‘

Deferted tax assets are recognised for all deductible temporary differences, carry forward of unused tax credits and unused taxlosses,
to the extent that itis probable that taxable profit willbeavailable against which the deductible temporary differences, and the carry
forward of unused tax credits and unused tax losses can be utilised except:

When the aelerted aX asset relaung ToThe deaucTIbie lemporary cllrerence arises rrom tne initial recogniton Of an asset or napiuty mn
a transaction that is not abusinesscombination and, at the tirne of the transaction, affects neither the accounting profit nor taxable
profit or loss; and :

In respect of deductible temporarydifierences 1ssociated with investments in subsidiaries, associates and interests in joint ventures,
deferred tax assetsare recognisec only tothe extent thatit is probable that the temporary di illreyverse in the foreseeable
futureand taxable profi twill beavailable against which the temporary differences can be
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that sufficient taxable profit willbeawail abl etoallow all or paxtofthedeferred tax assets to be utilised. Unrecognised deferred tax

assis wrereasessed ateach reportingdate andarerecogiisedio theextent that it has becorne probable that future taxable profit will
allow the deferxred tax assetsto be utidised.

Deferred tax assets andliabilities are meastaredat the taxratesthat are expected to apply to the year when the asset is realised or the
liability issetiled, based on tax ratesand taxlaws thathave been enactedor substantively enacted at the reporting date,

Deferred tax relating toitemsrecognised ouxtsicde i ncomestate ments is recognised in correlation to the underlying transaction either in
other cornprehensive income or dixectly in equity. Deferred tax arising from a business combination is adjusted against goodwillon
acquisition. ;

Deferred tax assets and deferred tax liabilities are offset, if alegally enforceable right existsto set off current tax assets against current
taxliabilities and the deferred taxesrelatetothesametarable entity and the same taxation authority. ]

2.20. Recognition of income and expenses

Revenue is recognized to the extent that it is probable that the economic benefits will flowto the Bank and the revenue can be reliably

measured, regardless of when the payment is being made. Revenue is measured at the fair value of the consideration received or
receivable, taking into account contractually defined terms of payment and excluding taxes or duty.

-

The Bank earns income from interest on loans given for domestic trade and services, building and construction, manufacturing,
agriculture and personal loans. Other incomes includes margins on letter of credits and performance guarantees.

2.20.1, Interest and similar income and expense

For all the government bills measured at amortized cost and interest bearing financial assets classified as available —for-sale interest
income or expense is recorded using the effective interest rate (EIR), which is the rate that exactly discounts estimated future cash

-payments or receipts through the expected life of the financial instrument or a shorter period, where appropriate, to the net carrying

amount of the financial asset or financial liability.

The calculation takes into account all contractual terms of the financial instruments (for example, prepayment options) and includes

any fees or incremental costs that are directly attributable to the instrument and are an integral part of the effective interest rate
(EIR), but not future credit losses.

The carrying amount of the financial asset or financial liability is adjusted if the Bank revises its estimates of payments or receipts.
The adjusted carrying amount is calculated based on the original EIR and the change in carrying amount is recorded as ‘Interest and
similar income’ for financial assets and interest and similar expenses for financial liabilities,

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

income continues to be recognized using the rate of interest used to discount the future cash flows for the purpose of measuring the
impairment loss.

The interest income has been calculated using the contractual interest rate since the loan processing fees have no material effect on
the contractual interest rate. So, consider that the contractual interest rate and EIR are the same.
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2.20.2, Net trading income

Net trading income comprises gains less losessrelated to tnding assets and liabilities, and includes all fair value changes, interest,
dividends andforeign exchange differences.

2.20.3 Net intefest income

a) Effective imterest rate and amortized cost
Interestincome andexpense are recognized in profit or loss using the contractual cash flow.

+ The gross carying amount of the financial asset; or
« The amortized cost of the financial li ability.

-

The calculation of contractual loans and advances interest rate does not includes transaction costs and fees and payments paid or
received.

b) Amortized costand gross carrying amount

The ‘amortized cost' of a financial asset or financial liability is the amount at which the financial asset or financial liability is measured
on initial recognition minus the principal repayments, plus or minus the cumulative amortization using the effective interest method
or any difference between that initial amount and the maturity amount and, for financial assets, adjusted for any expected credit loss
allowance (or impairment, allowance before 1 July, 2018).

The ‘gross carrying amount of a financial asset’ is the amortized cost of a financial asset before adjusting for any expected credit loss
allowance.

(1) Calculation of interest income and expense

In calculating interest income and expense the effective interest rate is applied to the gross carrying amount of the asset (when the
asset is not credit-impaired) or to the amortized cost of the liability.

However, for financial assets that have become credit-impaired subsequent to initial recognition, interest income is calculated by
applying the effective interest rate to the amortized cost of the financial asset. If the asset is no longer credlt-lmpalred then the
calculation of interest income reverts the gross basis.

For financial assets that were credit-impaired on initial recognition, interest income is calculated by applying the credit-adjusted
‘effective interest rate to the amortized cost of the asset. The calculation of interest income does not revert to a gross basis, even if the
credit risk of the asset improves.

O In measuring the amortized cost, the Bank applied the contractual interest rate since additional transaction costs, fees have no
material impact, and there is no material difference when we compare EIR calculation.

(ii) Presentation
Interest income and expense presented in the statement of profit orloss and OCI include:

» Interest on financial assets and financial liabilities measured at amortized cost calculated on an effective interest basns

« Interest on debt instruments measured at FVOCI calculated on an effective interest basis;

- The effective portion of fair value changes in qualifying hedging derivatives designated in cash flow hedges of varnbxhty in interest
cash flows, in the same period as the hedged cash flows affect interest income/expense; and

» The effective portion of fair value changes in qualifying hedging derivative designated in fair value hedges of interest rate risk.

Interest income and éxpense on all trading assets and liabilities are considered to be incidental to the Bank’s trading operations and
are presented together with all other changes in the fair value of trading assets and liabilities in net trading income.

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

In measuring the amortized cost, the Bank applied the contractual interest rate since addmonal transaction costs, fees have no
material impact, and there is no material differencewhenwecompare EIR caleulation. ..
o
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2.20. 4. ¥ees and comznission

Fees and commission incomme and expenses that are i nte gral to the effective interest rate on a financial asset-government bills or
liability are included in the measurexmemt ofthe effedive interestrate. Otherfees and commission income; money transfer, letter of
credit, payment orders, un cleared effects, ATMand POStransactionsete. are recognized as the related services are performed.

When 2 loan commitmentis notexpecedtoresultin thed raw-down of aloan, loan commitment fees are recognized on astraight-line
basis overthe commitment period.

Other feesand commission expenserelates mainlytotransaction andservice feesare expensed as the services are received.

In accordance IFRS 15 core principle that BoArecognises revenue todepict the transfer of promised goods or services to customers in
an amount that reflects the considerationtowhich,BoA expectstobeentitled to in exchange for those goods or services.

We applied the following five revemuerecognition steps of IFRS 15
-Identify the contract.

-Identify separate performance obligations.

-Determine the transaction price.

-Allocate transaction price to performance obligations.

-Recognise revenue when each performance obligation issatisfied.

Fee income can be divided into the following categories:

2,20.4.1 Commission

Income earned in respect of sales or distribution of banking, investments and insurance products. Commission earned from banking is
on trade and bancassurance.

2.20.4.2 Service charges and fees

Income earned on the services provided to retail and corporate customers, including account management and various transaction-
based services, such as interchange foreign currency transactions, money order processing and insufficient funds/overdraft
transactions.

2.20.5. 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.

-

2.20.6. Foreign exchange revaluation gains or losses

These are gains and losses, arising on settlement and translation of monetary assets and liabilities denominated in foreign currencies
of the functional currency’s; spot rate of exchange at the reporting date. This amount is recognized in the income statement and it is
further broken down into realized and unrealized portion.

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

2.20.7. Rental Income -
The amounts of periodic rent income earned on the use of BOA"s buildings and other properties by various tenants are credited to this accc

Bank of Abyssinia invest its funds in the way to secure for itself an adequate and permanent return.
To limit the risk of loss as a result of an individual issuer default, the Bank maintain adequate diversified in its holdings.
If the Bank invest its funds in different types of securities, it ensure for itself a regular flow of income.

2.20.8, Interest free and/oxr below market interestloan

We provided below-market interest loan, then we accounted this as the ditterence between market interest rate and the Bank’s
interestrate caleulated on mortgage loans, vehicle loan, personal loans in to prepaid staff asset and the amount amortized over the
loan neriad annuallv.

2.21 Interest Income

Theinterest income has been calculated using the contractual interest rate since the loan processing fees have no material effect on
the contractual interestrate. So, considerthat the contractual interestrate and EIR are the Samg. eeen.,
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2.22 STANDARDS AND ANNUAL IMPROVEMENTS TOSTANDARDS XSSUED BUT NOT YET EFFECTIVE

2.22.1 New standards, amendments, intexprretations efffective and adopted duringthe year

2

2.22.2 Standards applied during the halfyearto 31 Dec, 2025

There were no new IFRS Accounting Standaxds effective for the half-year31 December 2025 affecting these financial staterments.

2.22.3 Future accounting developments '

2.22.3.1 Amendments to IFRS 9 andIFRS7 Effective Dafe ~-1Jan 2026

In May 2024, the Board issued Amendments tothe Classification and Measurement of Financial Instruments(Amendments to IFRS 9
and IFRS7), - '

Which clarifies that a financial liability is derecognised on the ‘settlement date’, i.e.,, when the related obligation is discharged,
cancelled, expires or the liability otherwise qualifies for DE recognition. It also introduces an accounting policy option to derecognise
financial liabilities that are settled through an electronic payment system before settlement date if certain conditions are met.

Clarified how to assess the contractual cash flow characteristics of financial assets that include environmental, social and governance
(ESG)-linked features and other similar contingent features.

Clarifies the treatment of non-recourse assets and contractually linked Réquires additional disclosures in IFRS 7 for financial assets

and liabilities with contractual terms that reference a contingent event (including those that are ESG-linked), and equity instruments '
classified at fair value through other comprehensive income.

Requires additional disclosures in IFRS 7 for financial assets and liabilities with contractual terms that reference a contingent event
(including those that are ESG-linked), and equity instruments classified at fair value through other comprehensive income.

This standard has an impact on our financial statements.

-

2.22.3.2 Hedge Accounting by a First-time Adopter

Paragraphs Bs and B6 of IFRS 1 have been amended to include cross references to the qualifying criteria for hedge accounting in
- paragraph 6.4.1(a), (b) and (c) of IFRS 9. These amendments are intended to address potential confusion arising from an
inconsistency between the wording in IFRS 1 and the requirements for hedge accounting in IFRS 9.

An entity applies the amendments for annual reporting periods beginning on or after 1 January 2026. Earlier application is
permitted.

This standard has no impact on our financial statements.

2.22.3.3 Gain or Loss on DE recognition

» The amendments update the language on unobservable inputs in paragraph B38 of IFRS 7 and include a cross reference to
paragraphs 72 and 73 of IFRS 13 Fair Value Measurement.

» An entity applies the amendments for annual reporting periods beginning on or after 1January 2026. Earlier application-is
permitted.

» The amendments tbparagraph IG1 of the Guidance on implementing IFRS 7 clarify that the guidance does not necessarily illustrate
all the requirements in the referenced paragraphs of IFRS 7, nordoesit create additional requirements.

This standard has animpact on ocur financial statements.

2.22.3.4 Lessee DE recognition of Lease Liabilities

« Paragraph 2.1 of IFRS 9 hasbeen armended to clarify that, when a lessee has determined thag,a lease liability has been extmgulshed
in accordance with IFRS ¢, the lesseeis requixed to apply paragraph 3.3.3and recognise’ _'ltm or lossin profit or loss.
However, the amendment does not address how a lessee distinguishes between a le _ rﬁbd catloﬁ gaeﬁned in IFRS 16 and an
extinguishment of a lease liability inaccordancewith IFRS 9.
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= Arx en.tity” appliestheamemdrerits for anmual reporrtinyyg pertods beginning on or after 1 January 2026. Earlier application is
perxnitted.

Thisstand ard has an impactonour financial staterments,

2.223.5 TransactionPrice

Paragraph 5.1.3 of IFRS 9 has kxen amended to replace the reference to 'transaction price as defined by IFRS 15 Revenue from
Contracts with Customers’ with "the ammount determined by applying IFRS 15'. The use of the term 'transaction price' in relation to
IFRS15waspotentially confusingand seithasbeenremoved. The term was also deleted from Appendix A of IFRS 9.

An entity applies the amendments for annual xeporting periods beginning on or after 1 January 2026. Earlier application is
permitted. . ;

Thisstandard has an impactonour financial statements,

2,22.3.6 Determination of a 'De Facto Agent'

= Paragraph B74 of IFRS 10 hasbeen amended to clarify that the relationship described in paragraph B74 is just one example of
various relationships that might exist between the investor and other parties acting as de facto agents of the investor. The
amendments are intended to remove the inconsistency with the requirement in paragraph B73 for an entity to use judgement to
determine whether other parties are acting as de facto agents.

= An entity applies the amendments for annual reporting periods beginning on or after 1 January 2026. Earlier application is
permitted.

This standard has not an impact on our financial statements.

2.22.3.7 Cost Method

= Paragraph 37 of IAS 7 has been amended to replace the term 'cost method' with ‘at cost’, following the prior deletion of the definition
of 'cost method'.

= An entity applies the amendments for annual reporting periods beginning on or after 1 January 2026. Earlier application is
permitted. :

This standard has an impact on our financial statements.

2.22.3.8 Contracts Referencing Nature-dependent Electricity —Amendments to IFRS 9 and IFRS 7-Effective Date-
Jan 2026, .

Effective for annual periods beginning on or after 1 January 2026.

Key requirements

In December 2025, the Board issued Contracts Referencing Nature-dependent Electricity (Amendments to IFRS g and IFRS 7). The
amendments: Update the ‘own-use’ requirements for in-scope contracts.

Under the amendments, the sale of unused nature dependent electricity will be in accordance with an entity’s expected purchase or
usage requirements, if specified criteria are met,

» Amend the designation requirements for a hedged item ina cash flow hedging relationship for in-scope contracts. The amendments

will allow an entity to designate a variable nominal volume of forecast electricity transactions as a hedged item, if specified criteria are
met. ;

» Add new disclosure requirements to enable investors to understand the effect of these contracts on a company’s financial

performance and cash flows. IFRS 7 has been amended to require specific disclosures relating to contracts that have been excluded
from the scope of IFRS g as aresult ofthe amendments.

The amendments only apply to contracts that reference nature dependent electricity. These are contracts that expose an entityto
variability in an underlying amount of electricity becausethe source of electricity generation depends on uncontrollable natural
conditions, typically associated with renewable el ectricity sources such as sun and wind.

This standard has an impact on our financial statements.

2.222.3.9-XFRS 18 — Presentationnamd Discl osurre in Finamncial Statements Effective for annual periods beginning on
orafter:1 January 2027.

Kew requirements
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Tn April2024, the Boaxrd issaed JTRS 1.8 Presentation andDisclostare 3n Financial Staternents which replaces IAS 1.IFRS 18 introduces

new categsories and subtotals in the staterment of profit or Les. It also requires disdosire of management-defined performance

measuyes (a5 defined) andindudes nevrequirenents fox theelocattion, aggregation and dis aggregation of financial information.

2.22.3.10 Statement of profit orloss

An entity willbe required to classifyallincome and expenseswithinitsstatement of profit or Jossinto oneof five categories:

operating; investing; financing; income taxes; and discomtinued operations. In addition, IFRS 18 requires an entity to present
subtotals and totalsfor ‘operating profit or loss’, ‘profitorloss before financing and income taxes' and ‘profit orloss’.

2.22.3.11Mainbusiness activities

Forthe purpOSes\of classifying its incomeand expenses into the categories required by IFRS 18, an entity will need to assesswhetherit
hasa ‘main business activity’ of investing in assets or providing financing to customers, as specific classification requirements will
apply to such entities. Determining whether an entity has sucha specified main business activity is a matter of fact and circumstances
which requires judgement. An entity may have more than one main business activity.

2.22.3.12 Management-defined performance measures

IFRS 18 introduces the concept of a management-defined performance feasure (MPM) which it defines as a subtotal of income and
expenses that an entity usesin public communications outside financial statements, to communicate management’s view of an aspect
of the financial performance of the entity asa whole to users. IFRS 18 requires disclosure of information about all of an entity’s MPMs

within a single note to the financial statements and requires several disclosures to be made about each MPM, including how the
measure is calculated and a reconciliation to the most comparable subtotal specified by IFRS 18 or another IFRS accounting standard.

.22.3.13 Location of information, aggregation an disaggregation

IFRS 18 differentiates between ‘presenting’ information in the primary financial statements and ‘disclosing’ it in the notes, and
introduces a principle for determining the location of information based on identified ‘roles’ of the primary financial statements and
the notes. IFRS 18 requires aggregation and disaggregation of information to be performed with reference to similar and dissimilar

characteristics. Guidance is also provided for determining meaningful descriptions, or labels, for items that are aggregated in the
financial statements.

This IFRS 18 standard has an impact on our financial statements.

».22.3.14 Consequential amendments to other accounting standards

-

Narrow-scope amendments have been made to IAS 7 Statement of Cash Flows, which include changing the starting point for
determining cash flows from operations under the indirect method from ‘profit or loss’ to ‘operating profit or loss’, The optionality
around classification of cash flows from dividends and interestin the statement of cash flows has also largely been removed.

Added to TAS 33 Earnings per Share that only permit entities to disclose additional amounts per share, if the numerator used in the
calculation meets specified criteria.

The numerator mustbe:

= An amount attribufable 1o ordinary equity holdersof the parent entity; and

- A total orsubtotal identified by IFRS18 oran MPM as defined by IFRS 18.ates and Errors, which has been renamed JAS 8 Basis of

Preparation of Financial Statements. 1AS 34 Interim Financial Reporting has been amended to require disclosure of MPIMs.

Thisstandard has an impact on ourfi nandal statements.

3. SIGNXFICANT ACCOUNTING JUDGEMENLS, ESTIMATES AND ASSUMPTI
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The preparationn of the Bank’sfinancial staten ent sresquires mana germent to make judgements, estirnates and assumptions thataffect
the application of policies andreporte da mo untsofincorne, exqpenses, assets,liabilities, the accompanying disclosures and the
disclosure of contingent liabilities. Although these estimates amdjudgementsare based on management's best knowledge of cument

events and actions, getual results may differ. The rmosst si gl ficant usesof judgements and estimates are as follows:

3.1 Going comcern

The Bank's management have made an assessment of its abilityto continue as a going concernand is satisfied that it hasthe
resources to continue in businessfor the foreseeable Futtare. Furthermore, management isnot aware of any material uncertainties that
may cast significant doubt upon the the Bank's abilityto continue as agoingconcern. Therefore, the financial statem ents continue to
be prepared on the going concern basis.

3.2 Impairment of financial investtments portfolio

The measurement of the ECLfor financial assets measured at amortised costand FVOCIis an area that requires the use of complex
models and significant assumptions about future economic conditionsand credit behaviour,

3.3 Fair value estimation of financial assets/investments at FVOCI

3.3.1 Basis of valuation

The fair value of equity investments in this interim report is based on the valuation prepared by PricewaterhouseCoopers Limited
(“PwC”) for the Annual Report as of June 30, 2025. This value was then adjusted for additions made during the six-month period from
July 2025 to December 31, 2025

3.4 Judgements Expected credit loss

3.4.1 Impairment losses on loans and advances

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

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

The borrower is more than 9o days past due on any material credit obligation to the Bank. This will be consistent with the rebuttable
criteria set out by IFRS ¢ and existing practice of the Bank; or if it meets the National Bank of Ethiopia (NBE)’s definition of default, if
‘in the future the NBE prescribes the criteria of default for IFRS 9 purposes.

In assessing whether a borrower is in default, the Bank consider indicators that are:

-~

Qualitative: senior management using professional judgment may resort to this approach guided by matters such as breaches of
covenants which are deemed material, declaration of bankruptcy by the customer, death of borrower individual / proprietorships with
no succession plan, loss of a significant portion of revenue stream or any other event significantly impacting the ability of the customer
to repay and other customer specific factors. This will be applied on a case by case basis and is not limited to the above factors;

Quantitative: such as overdue status and non-payment of another obligation of the same issuer to the Bank; and

based on datadeveloped intemally and obtained from external sources.

Inputs into the assessment of whether afinancial instrumentis in default and their significance may vary over time to reflect changes
in circumstances.

In preparing these financial statements, management has made judgements, estimates and assumptions that affect the application of
the accounting policies and the reported amounts ofassets, liabilities, income and expenses. Actual results may differ from these
estimates. ~.
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The Bankwill wse judgexnexittod etetmine the valua tiomapproachand techniquethat is most appropriateto the Bank. Thiswill be the
approachthat is

- Most apprropriateinthe circum stances;

— For whichsufficientdata is available; and

— Maximizes the use of observableinputs, and minimizes the usexof unobservableinputs.

We involvedthe consideration of simnilar approa ches the Bankhas taken inthe past, and of the approach that makes most use of
external data and relies least on intemal estirates. : '

Elements of the ECL models that are considered accountingjudgementsand estimates include:

(i) Internal credit grading model, which assigns PDsto the individual grades;

-~

(ii) Criteria for assessing possible significant increase in credit risk and qualitative information to determine if allowances should be .
measured using lifetime ECL basis; .

Elements of the ECL models that are considered accounting judgements and estimates include:

(iv) Development of ECL models, including the various formulas and the choice of inputs;

(v) Determination of associations between macroeconomic scenarios and economic inputs, such as unemployment levels and collateral

values and the effect on PDs, EADs and LGDs; and

(vi) Selection of forward-looking macroeconomic scenarios and their probability weightings to derive the economic inputs into the ECL

models.

Overlays and adjustments for ECL

~ These overlays and post-model adjustments were taken to reflect the following risk factors not captured in the modelled outcome:

(a) Latest macroeconomic outlook given the elevated uncertainty under high inflation and interest rate environment;

(b) High risk and vulnerable sectors;

The overlays and post-model adjustments involved significant level of judgement and reflect the management’s views of possible
severities of the pandemic and paths of recovery in the forward-looking assessment for ECL estimation purposes. The drivers of the
management judgemental adjustments continue to evolve with the economic environment.

Probablity of Default Model for large Exposures
Scope and applicablity

Individual borrowers or connected and related parties whose credit exposure equals or exceeds 10% as per NBE
directiveSBB/ 87/2024.

Group exposures where worestrated member PD applies if there exposure represents 20% or Imore group exposure.

New large exposure custorners, initially rated at Grade 3 ased on score of 60-69%, PD determined considering average score 65% in
accordanceto riskgradeline of the Bank. :

3.5 Bank balarces
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The simplified impairment approachy will e applied in impairing bank balances. For ECL. computation purposes, Management has
adopted the below assumptions;

OOPD -the speculative grade rating PD assigred by rating agencies siach as S&P and Moody's. This is recommended due to lack of
historical default experience. The specul ative grade ratimg PD isrecommended because the banks are unrated.

CJLGD -the Basel minimum LGD of 0% is recommend ed tobea pplied.

COEAD -the outstanding bal ances as atthe reporting date.

3.6 Government securities
The simplified impairment approach willbeapplied in‘impairing government securities. For ECL computation purposes, Management
has adopted the below assumptions:

OPD -the country rating PD assigned by rating agencies sach as S&P and Moody's. This is recommended due to lack of historical
default experience.

COLGD -the Basel minimum LGD of 10% is recommended to be applied.

OEAD -the outstanding balances as at the reporting date.

3.7 ECL calculation —Receivables

For impairment purposes, the following receivables and other ﬁnanc.lal assets will be considered:
—Sundry receivables

The simplified impairment method will be adopted for impairment of receivables and other financial assets. This is as outlined in
the steps below. :

[0 Obtain historical periodic receivables ageing reports for 2 years.

O Flow rate represents the probability of a receivable moving into the next ageing bucket in the subsequent tracking period. Each flow
rate is assumed to be independent of the next.

O A loss rate is calculated for each bucket as a product of subsequent flow rates. This represents the probability that the receivables in
a given bucket will reach the 9o DPD.

3.8.Provision on guarantee and letter of credit
Guarantees will be assumed by management to have a CCF of 100%.

O The on balance sheet/ economic sector PDs and LGD have been assumed to be the off balance sheet PD and LGD. The PD has been

assumed to follow the Basel minimum PD and the LGD has been assumed to follow either the minimum Basel LGD or the unsecured
* LGD.

For LCs, default occurs when a customer does not honor their obligation at the point of maturity. LCs with a 100% cash-backed

margins will not be considered for impairment as the LGD is zero.
Default for a letter of credit is defined as any default experience that the Bank has after converting the LC into an on balance sheet

facility, i.e. 90DPD after the conversion date. These default rates will be estimated as the total defaulted LCs amounts as a proportion
of the total LC portfolio as at a reporting date.

In instances where there are no historical default rates for the LCs:

It is recommended that the Basel minimum PD of 5 basis points (0.05%) is as51gned This is assumed because the credit risk of an
LC is expected to be lower than that of an on-balance sheet facility.
For ECL computation purposes, the following will be assumed by management when determining the LC’s LGD:

OFor secured customers with on-balance sheet facilities, assign the on balance sheet LGD.

OFor unsecured custémers without on-balance sheet facilities, assign the unsecured LGD computed for the respective economic

sector.

The exposure at default forthe LC willbecalculated asthe cormmitted amount less any cash margin in lien that has been used tocover
the LC.

3.9 Deferred taxasset and liabilities

The Bank consider currenttax asthe amount ofincome tax payable (recoverable yﬂéespect of taxablep Lt

4“ \3
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Recognise defe redtaxfort he estimated fiture taxeflects of temporary differences, unusedtax losses crtied forward and unused tax
creditscaried forward

3.10 Defimed benefit plans

The cost of the definedbenefit pension plan, long sexvice awards, gratuity scheme and post-exnployment medical benefits and the
present value ofthese defined benefit obligations are determired. using actuarial valuations. An actuarial valuation involves making
various assumptions thatmay differ froxnactual developnentsin the future. These include the pension increases. Due to the

complexitiesinvolvedin the valiatiomand its lon gtem nature a defined benefit obligation is highly sensitive to changesin these
assumptions. All assumptions are reviewed at eachreporting date,

3.10.1 Defined benefit plans/ finding arrangementsand fumding policy

« Description of any funding arrangements and funding policy that affect future contributions.

« The expected contributions to the plan for the next annual reporting period.

« Information about the maturity profile of the defined benefit obligation. This will include the weighted average duration of the

defined benefit obligation and may include other information about the distribution of the timing of benefit payments, suchasa
maturity analysis of the benefit payments. -

3.11 Deprecation and carrying value of property, plamt and equipment

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

_ 3.12 Right of —~use- asset (Prepaid rent & lease)-Deperciation

Right-of-use (“ROU”) assets

BoA recognise ROU assets at the commencement date of the lease (i.e. the date the underlying asset is available for use). ROU assets
are measured at cost, less any accumulated depreciation and impairment losses, and adjusted for any remeasurement of lease
liabilities. :

The cost of ROU assets includes the amount of lease liabilities adjusted for any lease payments made at or before the commencement
date, plus any initial direct costs incurred and an estimate of costs to dismantle and remove the underlying asset or to restore the
underlying asset or the site on which it is located, less any lease incentives received.

L.

ROU assets are depreciated on a straightline basis over its estimated useful life and the lease term.

Lease liabilities at the commencement date of the lease, the Bank recognise lease liabilities measured at the present value of lease
payments to be made over the lease term.

Interest expense on the lease liability is presented separately from depreciation of the right-of-use asset, as a component of finance
costs.

Short-term leases and leases of low-value assets ,the Bank apply the short-term lease recognition exemption to its short-term leases
that have a lease term of 12 months or less.

3.12.1, Leases - renewal option

The Bank determine the lease term as the non-cancellable term of the lease, together with any periods covered by an option to extend
the lease if it is reasonably certain to be exercised,

3.13 Impairment of non-financial assets

Impairment exists when the carrying value of an asset orcash generating unit exceeds its recoverable amount, which is the higher of
its fair valueless costs of disposal and itsvaluein use. The fairvalue less costs of disposal calculation is based on available data from

binding sales transactions, conductedat arm’s length, for similar assets or observable market prices less incremental costs for
disposing of the asset. The value in use calculation isbasedona DCF model.

The cashflowsarederived from the budget for the next five yearsand do not include restructuring activities that the Bank isnot yet
committed to or significant futureinvestmentsthat will enhance theasset’s performance of the CGU being tested. The recoverable

amount is sensitive tothe discount rate used for the discounted cashflow model as well as the expected future cash-inflowsand the
growth rateused for extrapolation purpose.

3.14 Taxes




Uncertainties exist withrespet tothe interp retation of complex taxregalations, changes intaxlawvs,and the amount and timing of
future taxabl eirncorne. Giventhewide ange of intemationalbusiness relationships and the long-term nature and complexity of
existing cont ractual agree ments, difierences aisingbetvennthe actialresults andthe assumptions made, or futire changes to such
assumptions, could necessitate Futuare adj ustments to tax incomrxe and expense alreadyrecorded. Theamount of such provisions is
based on variousfactors, suchas expexierce of previoustax audlits and differinginterpretations oftax regulations by the taxable entity
and the responsible tax authonty.

Deferred tax assets are recognized for unusedtaxlosses tothe extent that this isprobable thattaxable profit willloe available against
which the losses canbeutilized. Signifiant managementjudgmentis requiredto determine the amount of deferred taxassets that
can be recognized, based upon the likely timing andthe level of future taxable profits togetherwith futuretax planning strategies.

3.15 Development cost

-

The Bank capitalizes development costs for aproject in actordance with the aceounting policy. Initial capitalization of costsisbased on
Management's judgment that technological and economic feasibility is confirmed, usually when a product development project has
reached a defined milestone according to established project management model.

In determining the amounts to be capitalized, management makes assumptions regarding the expected future cash generation of the
project, discount rates to be applied and the expected period of benefits.
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3. Fimancial riskc managgement

Z

4.1 Introcductiors

Risk is the effect of uncertainty on objectivesofan entity, aneffect an be eitherposiiveor negat ive deviation fromwhat is expected. Therefore, risk is the chaxce that
there wil bea positive or i egat ive deviation froam theobject ive that isexpect ed tobe achieved.

Risk minagement is a systematic approachto ideniify, analse, evahia te, and treat risks that may have an adverse impact on targeted objectives of an entity;, and itis
alsoa process of understanding and mainag ing risksthatthe entity*is inenitably subjected!lo in due process of achieving its corporate objectives.

Risk management has evolved into an importantdriver for siitegic decisionsin sﬁpport of business strategies whilebalancing the appropriate levels of risk taken to the
desiredlevels of returns.

Financial risk management overview

Risk man agemeﬁ t has evolved into an importantdxiver for strategic decisionsin support of business strategies whilebalancing the appropriate levels of risk taken lo the
desiredlevels of returns.

The Board of Direclorsis the ulimate governingbody, whichhasoverall responsibility for establishing a sound risk management and intemnal control system, as well as
for reviewing its adequacy and effectiveness in identifying assessing andresponding to risks that may hinder the Bank from achieving its objectives.

The Management at excutive levels has assist and support the Board commiltees in overseeing core areas of business operations and controls,

Governance and Risk Overslghf: Thereis aclear, effective and robust governance structure with well-defined, transparent and consistent lines of responsibility.

Risk Managem ent Practices and Processes: BoA risk management processes are in place to actively identify, measure, control, monitor and report risks inherent
in all products and activities undertaken by the Bank.

.

Stress Test: Stress testing is used to test the resilience of the Bank's exposure aga inst future finanecial scenarios and gauge the resulting various risks and adequacy of
capital.

4.1.1 Risk management structure

The Board of Directors generally be responsible for ensuring the appropriateness of the Banks risk management program and its proper implementation. The Board has
already established Loan Review and Risk Management Sub-Committee that facilitates Board function.

In view of the strategic direction and risk appetite by the Board, the senior Management responsible for the implementation of risk management policies and
procedures. Business units/operational units are primarily responsible for ensuring the Banks compliance with regulatory requirement and internal policies and
procedures. Bank of Abyssinia considers Liquidity, Credit, Market, Operational, Legal, Strategic, Compliance, and Reputational risks as core risks of the Ba nk. Treasury
and Financial Accounting Department establishes management information system that promptly conveys information between the organs in the liquidity risk

management structure. ALCO closely control asset and liability structure of the Bank for maximization of its earning without endangering its liquidity status and report
the status periodically for the board of directors.

.

4.1.2 Risk measurement and reporting systems

The Bank’s risks are measured using a method that reflect both the expected loss likely to arise in normal circumstances and unexpected losses, which arean estimate of
the ultimate actual loss based on scenario analysis. The analysis makes used 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 reviewing of risk managemen t practice should be planned part of the risk management process and involve regular checking to ensure that adequate
and important Information is generated by the risk management process. Furthermore, the information captured, used and maintained effectively. This ensures that risk
management is Effective, and provides evidenceof a demonstrable risk management system.

Thus, it's important to have a documented formal record of the risk management process outcomes,R isk review report will be generated periodically, which is outcome

of monitoring and review ofrisk management practice of the Bank. The report will propose plausible solution for identified loopholes besides describing the current
status of risk management practice. The targeted audience are Board of Directors and executive management.

4-1.3 Risk mitigation

Risk controls and mitigates, identified and approved for the Bank, are documented for existing and new processes and systems,
The adequacy of this mitigates is tested on 2 periodi¢ basis through administration of control self- assessment questionnaires, using an operational risk management
tool which requires risk owners lo con firm the effectiveness of established controls. These are subsequ entlyaudited as part of the review process.

4.2. Financial instruments by category

The Bank's finan cial assets ave classified inlo the following measurem ent categories: measured at amortized cost and fair value through other comprehe nsiveincome
(FVOq).

Firandal instnumentsare ca ssifiedin the statement of fimancial position inaceordance with their legalform and substance.

o Notes Fair valee OCI Amortized cost Total
31 December 2025 ¥ ¥ Birr'o 00 Birr'o 0o Birr'oo o
Cishand cashequivalents 15 62,957,655 62,957,655
Secutilies 17 17,046,865 17,946,865
Equityinvestnent 18 1,4734 65 1473465
Loans, advaanees and fin ary 16 239,033,557 239,033,557
Otherassets 18 19,447,082 10,447,082
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4.3-1

Total €inancial assets 1,473,465 339,385,159 340,858,624
4.3.Cxeditrisk

Credit visk isthe risk that the Bank borrowers axceither unwillingto dischar getheir obligation or their abilityto discharge such obligation isimpaired resulting in
economic loss t o the Bank. CreditRiskalso arise froxm off-balancecpmmitment’s (suchas guanntees etler of credits) and placement
With other ban ks (both domnesticand forcignbanks)

The Bank strive to ensure theexistence of fundamental ereditriskmana gement elernents thatenableto effectively manage the credit risk exposure.

b
Sound and prudent risk manag ement involves the minimization of concentration riskby diversifying credit portfolio; therefore, the Bank have credit diversification
policies state clearly the goals for portfoliomix and place exposurelimits on single counterparties and groups of associated counterparties, key industries or economic
sectors, geographical regions and new and existing products collateral type, NPLsand off-balan ce sheet exposure.Moreover,the Bank strictly observe the directives,rules
and regulations of the NBE in this respect. s

The National Bank of Ethiopia (NBE) sets credit risk limit fora singleborrower, one related partyand all related parties to not exceed ;25%, 15% and 35% of Bank's total
capital amount as of the reporting quarterly period respectively.

Credit risk management
Credit risk management Overview

Credit risk definition

Credit risk is the risk that a counterparty fails to meet its obligations in accordance with the agreed terms of a credit facility. The exposures to credit risk are unilateral
and only the lending bank faces the risk of loss.

Management of credit risk :
Credit risk assessed jointly by business and credit units where each counterparty is assigned a credit rating based on the assessme nt of relevant qualitative and
quantitative factors, including the counterparty’s financial position, future cash flows, types of facilities and collateral offered,

Credit risk measurement

BoA consider a financial asset to be in default when: <

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

0 the borrower is more than 9o days past due on any material credit obligation to the Bank. This will be consistent with the rebuttable criteria set out by IFRS 9 and
existing practice of the Bank; or :

[0 if it meets the National Bank of Ethiopia (NBEY's definition of default, if in the future the NBE prescribes the criteria of default for IFRS 9 purposes.

In assessing whether a borrower is in default, BoA consider indicators that are:

O qualitative: senior management using professional judgment may resort to this approach guided by matters such as breaches of covenants which are deemed
material, declaration of bankruptey by the customer, death of borrower individual / proprietorships with no succession plan, loss of a significant portion of revenue
stream or any other event significantly impacting the ability of the customer to repay and other customer specific factors. This will be applied on a case by case basis and
is not limited to the above factors;

O quantitative: such as overdu@ status and non-payment of another obligation of the same issuer to the Bank; and

0 based on data developed intermally 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.

Significant increase in creditrisk (SICR)

In determining whether the credit risk (that is risk of default) on a financial instrument has increased significantly since initial recognition, the BoA consider reasonable
and supportable

information that is relevant and available without undue cost or effort, including both quantitative and qualitative information and analysis based on the Bank's
historical experience, expext credit assessment and forward-looking information.

BoA identify asignificantincrease in credit viskk where

O exposures have a regulatory risk rating of ‘special mention’;

0 an exposure is greaterthan 30 days past due - thisis in line with the IFR S9 “30 DPD rebuttable presumption”;

O an exposure has been restructured in the pastdueto aedit risk relatedfactors or which was non-performing and is now regular (subject to the regulatory cooling off
period Jior

O by comparingan exposurn’s:

-—credit risk quality at the dateof reporting; with

—-—the credit risk qualityoninitial recognition oftheexposure. .
Theassess ment of sign ificant delexrioration iskeyin establishingth erequirementto measurean allowance based on 12-month expected cred itlosses andonethatis
based onlifetime expected creditlosses.
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Deter-mining wheth er cxediitri sk hnas &ncreas d significantRy

O BoA establisha frarmework that incomoxates bothgquiant itativeamd q valitativ-einformationto determine whether the ereclit riskona particular financial instrumert
hasincrea sed significanty sinceinitial xecoguition.

O The fraxnework shouldalign withithe Bank's internal credlitritsk

The criteria for determ inin g whiethercredit risk has incressedsigoifican tiywil vary byporfolio and will include a backstop based on deling uency (“30 DPD
presuxmption’).

Quantitative factors

0 BoAdeen the credit sk of 21 particulor exposure to have increasedsignificantlysince initial recognition based on aloan being in arrears for aperiod of 31 togo days
in accordance with IFRS9 piragraph5.5.11. The Ba nk develop aninternal rating riodel going forward and movementin rating grad esbetween the reporting period and
the initial recognition dlate/ dateof initial a pplicationo£IFRS9 oftheloan will form the basis of significant increases in credit risk.

Qualitative factors
O In certaininstances, using its expert creditjudgment and,where possible, relevant historical experience, the Bank determine that an exposure has undergone a
significant increase in creditriskif particular qualitalive factors indicate so and those indicators may not be fully captured by its quantitative analysis on a timely basis.
I O Themansgement view and judgmentinclude, butnotlitnited to, the followingassessments:
— Classificalion of exposures by any other Banks and Financial institutions orlocal CreditReference Bureau (CRB).
- Unawailable /inadequate financial inforration/financial statements;
- Qualified report by external avditors;
' - Significant contingent liabilities;
— Loss of key staff to the organization;
- Increase in operational risk and higher occurrence of fraudulent activities; L,
~ Conlinued delay and non-cooperation by the borrower in providing key relevant documentation;
— Deterioration in credit worthiness due to factors other than those listed above.
- Obligor subsequently classified asa politically exposed person (PEP). ?
[0 As abackstop, and as required by IFRS g, the Bank presumptively consider that a significant increase in credit risk occurs no later than when an asset is more than 30
days past due. The Bank determine days past due by counting the number of days since the earliest elapsed due date in respect of which full payment has not been
h " received.

4-.3.2 Credit quality analysis
Maximum exposure to credit risk

The following analysis represents the Bank’s maximum exposure to credit risk of on-balance sheet financial assets and off-balance sheet exposure, excluding any
collateral held or other credit enhancements. For on-balance sheet financial assets, the exposure to credit risk equals their carrying amount. For off-balance sheet
exposure, the maximum exposure to credit risk is the maximum amount that the Bank would have to pay if the obligations of the instruments issued are called upon
and/or the full amount of the undrawn credit facilities granted to customers/borrowers.

Maximum exposure
31 Dec 2025 31 Dec 2024
, . Birr'ooo Birr'ooo
Credit exposure for on-balance sheet financial assets
Cash and cash éqmtivalents 62,957,655 50,289,576
Loans and advances to customers 239,033,557 193,379,151
Debt securites at amortized cost 17,946,865 15,267,976
Other Financial Assels 19,447,082 12,895,343
339,385,159 271,832,046
Credit exposure for off-balance sheet items
Letter of Credit 32,130,034 6,887,922
Loans Commitments 7,738,861 9,411,029
Letter of Gurantee ; 7,481,805 10,855,561
47,350,790 27,154,511
v Total maximum credit risk exposure 386,735,949 298,080,557
Gross loansand receivablesto customers per National Bank of Ethiopia im pairment guidelines is analyzed asfollows;
Gross carrying Provistion as per
amount Birr'coo NBE directive Net Carrying amount
Dec-2025 h Birr'ocoo Birr'ooo
Pass 182,791,514 1,827,915 180,963,599
Special Mention 25,687,916 1,020,637 24,667,279
Substandard } 1,172,951 © 1,021,035 : 151,916
Doubtful 2,203,066 506,676 1,786,390
Loss 4,087,615 2,573,659 1,513,956
216,033,062 6,949,922 209,083,140
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4.3.3 Credit qualityanalysis (continue d)

The following tab lesetsoutin formationabout the et
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The loss allowances for Tosrnsamdacivan ces tocustoamer salso inclid esthaelossal lowa nces lor loan commilmmen ts and financial gu arantee contracts.

=

vi) Lowms ared aclvances to cor-powrate custoaners

The generalcreditworthiness 0fa corporite customer t ends to bethiem ost relevant indicator of credit
additional secuarity and the Banxkgenerally requests that corporale borrowers provideit.
floating chargesoverallcoxporate assetsanndother liensand guanntes.

quality ofa loan extended toit. However, collat eral provides
The Bank may take collateral in the form of a first charge over realestate,

Because of the Ban K's forus on corporate customers’ creditworl hiless, the Bank does not routinely update the valuation of collateral held against allloans to corporate
customers. Valuation ofcollateral is updatedwhen the loan is putonawatchlist and the loan is monitored more closely. For credit-impaired loans, the Bank obtain s
appraisals ofcollateral because it provides input in todeterminingthemana gement credit risk actions.

vii) Inwvestmentsecurities designated as at FVTPL

At 31 Dec 2025, the Bankhad noexposure toeredit risk of the investment securities desi gnated asat FVTPL

-

4.3.3 Credit risk concentration profile

The Bank monitors concen trations of credit risk by social sector. An ana

lysis of concentrations of credit risk at 31 December 2025. The Bank concentrates all its financial
assets in Ethiopia. .

Cashand cash Loans and Debt securites at Loans Commitments Letter of Gurantee
equivalents advances to amortized cost
31 Dec 2025

Domestic trade and services 56.955,633

Import 17,558,470

Construction 12,357.763

Transport 16,668,000

Industry 45,229,468

Export . 55,820,215

Agriculture 9,854,601

Consumer or personal 31,026,102

Financial Instutions 62,057,655 1 17,946,865

Others 3.343.708 4.395.153

. 62,957,655 246,370,253 17,946,865 3,343,708 4,395,153

4.3.5. Offsetting financial assets and financial liabilities

The Bank does not offset financial assets against financial liabilities.

4.3.6 Risk limit control and mitigation policies

a).

q-4-

Collateral held and their financial effect

The general credilworthiness of a customer tends to be the most relevant indicator
security and the Bank generally requests that corporate borrowers provide it Staff loa
The Bank maytake collateral inthe form ofa first charge over real estate, liens and
by the owner of the collateral. In addition to the Bank'
collaterals held against all loans to customers.

For impaired loans, the Bank obtains appraisals of collateral beca use the fair value of the collateral is an input to the impairment measurement.

The fair value of the collateralsare based on the last revaluations carried out bythe Bank's in-house engineers. The valuation technique adopted for propertiesis in line
with the Bank's valuation manual and the revalued amou nt is similar tofairvalies of properties with similar size andlocation.

of credit quality of a loan extended to it. However, collateral provides additional
ns are secured to the extent of the employee's continued employment in the Bank.

guarantees. The Bank does not sell or repledge the collateral in the absence of default
s focus on creditworthiness, the Bank aligns with its credit policy guide to periodically update the validation of

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

-~

Liquidi tyrisk

Liquidity Riskis the potential for loss to the Bank arising from either its inability to mneet its obligations or
unacceptable cost or loses Liquidily risk maynotbe seen in isolatiom as itcanbe t
risk resultsfrom size and mat wity mismatch of Assets and liabilities,

to fund increase in assets as they fall dve without incurring
riggered by other financial risks such as credit risk, Market risk Genenlly, liquidity

¢ ————— e
Accordinglo the Licencimgard Supexvision of Banking Bminm}hﬁﬁﬂ‘rﬁhﬁ;@ﬁ?{s& replacement) Directive No SBB/57/2014 of the National Bank of Ethiopia,
Any licensed comamercial b kmaintain liguid assets of not ,.\th_ﬁ:,n fteen per'centiigls fits net current liabilities. The net current liabilities refers to the sum of
demand Cewrxent) deposits, szavin gs d eposits and tine de po. égﬁd simiar liabilitiés swith leSs'than one-month maturity and deduct the unclreaed cffects in rela tion to
deposits. The reported liquily ntioto the Nationa]bankofﬁ Hidp 3ays
S { D™ k‘:‘

e
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= 331 December 31 Decembex
2 025 2024

Description Bir'ooo BxT'O00
Tota! ¥iquic assets 63,478,477 42,324,040
Net currenit iabilities 293,658,604 204,492, 630
15% of netcurrent

liabilities U048, 300 31,123, 890
Liqui dity ratio 21.62% 20.40%
Exce ss/cleficit liquid asset 19,429,678 11,203 ,150

4.4 Management of liquidity xisk

-

Liquidity risk may notbe seen in isola tion as it can be triggered by other financial visks suchas credit risk,market risk, ete.Generallyliquidity risk results frorm size and '

maturity mismatch of assetand liablities.

In order to keep optimal asset-liablity structure,thereby adhere to regulation in jurisdication; BoA
Adopts liquidity risk managemen t system that

- The Bank form the ALCO committee whose members are drawn form its senior Management and entrust in which the responsibility of managing the overall liquidity of ‘

the Bank.

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

cash to meet operational needs.

The Bank has incurred indebtedness in the form of borrowings. The Bank evaluates its ability to meet its obligations on an ongoing basis. Based on these evaluations, the

Bank devises strategies to manage its liquidity risk.

Prudent liquidity
and stressed conditions, without incurring unacceptable losses or risk damage to the Bank’s reputation.

For day-to-day liquidity
a timely basis. Besides, the process of managing liquidity risk also includes:

. Maintaining a-sufficient amount of unencumbered high quality liquidity buffer as a protection against any unforeseen interruption to cash flows;

+ Managing shortand long-term cash flows via maturity mismatch report and various indicators;

« Monitoring depositor concentration at the Bank levels to avoid undue reliance onlarge depositors;

« Managing liquidity exposure by domestic and significant foreign currencics;

« Diversifying funding sources to ensure appropriate funding mix;

» Conducting liquidity stress testing under various scenarios as part of prudent liquidity control;
+Maintaininga robust contingency funding plan thatincludes strategies, decision-making authorities,
of action to be taken under different liquidity crisis scenarios.

4.5- Marketrisk

Market Riskis the risk that valueof on and offi-balance sheet positions of the Bankare
and FOREX rates resul ting
In the financiallosses tothe Bank.

Managemen! ofmarketrisKis an
growing from time to time.

axea that has received increasing attention from mana gers and supervisors of the

4.5-1. Managexment of marketrisk

is goverened by adequate oversight,early warning system and proper implementation of risk management process. '

risk management implies that sufficient cash is maintained and that sufficient funding is available to meet its liabilities when due, under both normal

management, the treasury operations will ensure sufficient funding to meet its intraday payment and settlement obligations on

internal and external commu pication and courses

adversely affected by movements in market rates or prices such as interest rates

globe as banks financial tradinga clivities have been
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Marzagemen tof amrket ciskison areabhathasecivedinaeasing altention from xman gers and superviisars oftheglobe as banks financial trading activites have been
growing frorn linneto tirxe.

In E-thio pia, the rnma rkett isn of that nouch serasetive amd ixvol vemeent ofbanks are solimitedlo afewlypes ofexxpsures.The riskexposures considered as relevant are
intexest mte and exchangeraterisks,
AnA herxcethese are incorpoxatedin this risk managementprogramme.

The risk measurenent techniguesexnployed by the Bank compriseboth quintitative and qualitative measuires.

Interestrate risk

Interest nte risk is the potential impact oninstitutionsearnings and onthenet-asset values of the changes of itsinterest rates. IRR arises when an institutions principal
and cash flows, both on and off the balance sheets have mismatched veprising dates.

Banks are exposed to JR Rbecause they invariably operate with unmatchedbalancesheet i.e. being Either IR sensitive asset or IR sensitive liabilities.

-

The Bank are exposed tovarious risksassociated with the effects of fluctuations in the prevailing levels of market interest rates on the financial position and cash flows.
Interest rate risk exposure is identified, measure d, monitored and comrolled through limits and proceduresset by the ALCO to protect total net interest income from
changes in market interest rates.

31 December 2025 Fixed Floating Non-interest bearing Total
Birr'ooo Birr'ooo . Birr'ooo Birr'ooo

Assets 7
Cash and balances with banks 4,427,523 58,530,132 62,957,655
Loans and advances to customers 230,038,355 8,995,203 239,033,557
Investement securities 17,946,865 1,473,465 19,420,330
Other Asset 19,447,082 19,447,082
Other non-interest sensitive balance 15,557,170 15,557,170
Total Asset 252,412,743 - 104,003,051 350,415,792
Liabilities -
Deposits from customers 209,746,720 87,534,062 297,280,782
Borrowings LRI -
Lease Laibilities 304,629 304,629
Other liabilities 15,052,943 15,052,943
Other non-inlerest sensitive balance 4 11,789,703 11,789,703
Total Liabilities 210,051,349 - 114,376,709 324,428,058
Total equity 31,987,736 31,987,736
Total equity and liabilitics 210,051,349 - 146,364,445 356,415,794
Interest rate sensitivity gap 42,361,394 - (42,361,394) (1)

The sensitivily of thre income statement is the effect of the assumed changes in saving interest rates on the profit or
loss for a year, based on the floating rate non~trading financial assets and financial liabilities held at 31 Dec 2025. The total sensitivity of eqmly is based on the
assumption that there are parallel shifts inthe yield curve.

Sensitivity analysis for Intereset rate risk

Increase . Impact of an
(decrease) increaseP/Land Impact of a decrecase P/L and
in basis points equity Equity
31 Dec2025 Birr'oo0o Birr'o00 Birr'ooo
Im pact lo profit 2% 847,228 (847,228)

Capital management

P

The Bank's chjectives when managing capitalareto comply with the capital requirements set by the National Bank of Ethiopia, safeguard its ability to continue asa
going concern, and tormaintain astrong capital base so asto maintaininvestor, creditor and market confidence and to sustain future development of the business.

Capital Management-Principles

+  BoA always mai ntain and comply the rninimum Capital requirement and capital ad equacy ratio; set forth by relevant laws of the Bank;

»  Thereis an updaed capilal maintenance and determiination of short and long-tem plan anditscorresponding evaluation
oriter 1atheal <om mensur ale toitsbusiness strategi es,

+  BoA-timelyincreae is cap luﬂ inlane with the conlemporary business requirements and ;9 ?e;m&?n%@fj‘dg

~
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o Depl oy itscapital to supportsistai nable, | ongg-termrevenie and net income growth by maintaining
» Existing customers atiracling riew custom ers, diversi fyand inrodice new products, acquisition
¢ Investmentand otheravalable methods.

4 .61 . Capital adequacy ratio

Regulatory capital- NB E(National Bank of Ethiopia)

According to the Licencing and Supervision of Ban kingg Business minirmmum Gipitsl Requiremenl for Banks (Amen ded) DirectivNo SBB/78/2021 of the National Bank of
Ethiopia, the bank has to maintin capital to xisk weighted assests ntio of 8% at all times, the risk weighted assests being caleulated as per the provistions of Directive
NoSBB/9 /95

The capitalad equeyratio is the quotientof the capital base of thebank and the bank's risk weighted asset base.

4.6.1.2 Application of capital adequacy ratios

The capital ad equacy ratios of the the Bank are computed in accordance primary capital sum this includes primary capital,share prelr;ium,general reserve and legal
reserve over the risk weigh ted asset on balance sheet and offbalancesheet.

Total Capital includes Paid up capital, Legal resereve and other reserves o be approved by the National Bank of Ethiopia

. 31 Dec 2025 31Dec 2024
Capital Component Birr'ooo Birr'ooo
Paid-up-capital 15,000,000 14,398,380
Paid -up-capital in excess of par * 5,998 5,998
Legale resereve 7,266,279 5,139,382
Special Resereve 25,919 25,919
Total Capital 22,298,196 19,569,679
Risk Weighted Asset
On balance sheet ' 254,886,920 195,649,997
Off balance sheet 9,484,680 11,510,879
Total risk weighted assets 264,371,600 207,160,876
Capital Adequcy Ratio 8.43% 9.45%

Offsetting financial assets and financial liabilities

There are no offsetting arrangements, Financial assets and liabilities are settled and disclosed on a gross basis.
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31 Dec 2025 31 Dec 2024
Birr'ooo Bixr'©00
5 Inxtervest income
Interest on Term Loan 13,954,466 11,366,355
Interest on over draft 2,011,226 1,860,495
Interston Imporxt & export bills 42,370 49,305
Interest on Advance sales cont ract 595,791 496,302
Interest fromm penality 473,452 305,028
Interest on foriegn deposits 768,977 215,578
Interston Treasury Bonds 504,618 317,853
Interest earn on DB EBond 172,307 139,205
Interest on deposit from local banks 453,473 453,473
Interst in come on Treasury bills 06,669 7,462
19,073,348 15,211,054
31Dec 2025 31 Dec 2024
Birr'ooo Birr'ooo
6 Interestexpense
Interest on Saving Account (4,909,207) (3,628,972)
Interest on Time deposit (1,644,156) (1,040,826)
Interest on loans (199,583) (54,968)
(6,752,947) (4,724,766)
31 Dec 2025 31 Dec 2024
Birr'oo0 Birr'ooo
7 Net foreign exchange gain or loss
Loss on foreign exchange (19,257,504) (73,707,597)
Gain on foreign exchange 20,460,594 72,819,339
1,203,090 (888,257)
30-Dec-25 31-Dec-24g
Birr'ooo Birr'ooo
8 Commission earned
Gross Commission income
Letters of credit and other import/export facilities 466,848 284,688
Money and Telegraphic transfers and direct debit charges 7,199 3,932
Letters of guarantees 93,878 331,707
Other commissions 517,832 276,627
1,085,758 896,955
Commition expense;
Customer Incentive for FCY mob -250,240 -25,206
Net commission income 826,518 871,658
9 Dividend Income 31 Dec 2025 31 Dec 2024
Birr'ooo Birr'000
Divilend income from investing activities 9,509 45,391
s 31 Dec 2025 31 Dec2024
Birr'ooo Birr'ooo
10 Otheroperatingincome
Rentalin come 12,048 7,651
Gain on disposal of fixedassets 10,662 1,705
Gain on disposalof Aquiired Asset 2,601 406
Loa processing fee income 164,632 123,660
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Jncomefrrom Murbalia Fim ancing
Other iicome

Loan impairment charge

Loans and receivables- charge for the year

Personnel expensecs

Clerical Staff Salary
Contractual Staff Salary
Non-Clerical Staff Salary
Fuel Allowance

Training Education

Bonus

Provident Fund

Living Allowance

Medical*

Car and representation Allowance
Leave Pay

Uniforms

Cash Indemnity Allowance
Staff Insurance

Drivers Allowance

Other staff expenses

Other operating expenses

Software license fee

Insurance fund for deposit
Mastercard and Visa Membership service
Mudarabah cost of fund

Dataand Intermet lines

Advertising

Repaixr and Maintainance
Fueland Lubrica nt

Promotional gift iterms

Insurance 7

ATMand POScardissuance fee
Statiomery an d print ing

IT Supportand muaintcnance exp.
Transportationo fCunency

Per diem and trawel

En terfain xmexat

Consualtaracy fee

516,365 343,488
133,745 68,350
840,051 545,571
31 Dec =025 31 Dec 2024
Birr'ooo Birr'ooo
-1,473,081 -845,127
(1,473,081) (845,127)
31 Dec 2025 31 Dec 2024
Birr'oo0o Birr'oo0
31 Dec 2025 31 Dec 2024
Birr'ooo Birr'ooo
(2,598,506) (1,961,573)
(361,880) (353,513)
(145,762) (115,433)
(1,011,736) (1,039,874)
(346,643) (171,103)
(338,138) (350,029)
(325,706) (247,052)
(221,050) (163,092)
(117,760) (78,138)
(80,065) (73,113)
(60,000) (37,204)
(27,901) (9,910)
(24,498) (31,698)
(5,400) (3,006)
(621) (635)
(172,012) (174,031)
(5,837,678) (4,809,404)
31 Dec 2025 31 Dec 2024
Birr'ooo Birr'ooo
(615,671) (177,589)
(272,229) (232,070)
(217,753) (117,875)
-128,041 (79,258)
(123,681) (69,008)
(108,791) (44,671)
(103,394) (71,402)
(102,952) (53,838)
(82,809) (3,604)
(81,789) (53,011)
(68,546) (50,127)
(62,591) (91,282)
49435 (101,362)
(48115) (32,345)
(38,899) (25,704)
(23,662) (13,102)
-19,124 (2,748)
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Ultilities * : (19,165) (10,212)
RTGSTransactinfee (17,944) (15,679)
Annual receplion (17,270) (8,097)
Donations and contributions (16,227) (47,506)
Correspondnet charges (15,095) (7,372)
Legal fees (10,631) (15,174)
Bank Ch aiges § - (9)362) (5!30 7)
Wages fornon-employees (8,136) (5,364)
Board of Directors remicinera tion : . (2,321) (1,257)
Postage, telephone, telegram , telex/fax : (1,769) (5,666)
EATS membership and tra nsaction fee : : (165) (168)
Audit fees (5) (1,583)
other IFB expense - (929)
Other administration expenses (732,203) (167,390)

(2,998,678) (1,510,700)

Operating expenses increased by Birr 1.4 billion as of December 31,2025 compared to last year the same period , The primary reasons for this
increase werea 438 million Birr software license fee and a 99 million Birr charge related to Mastercard and Visa membership. These costs
were driven mainly by the increase in the foreign currency exchange rate and new IT initiatives.

Reconciliation of effective tax to statutory tax

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

Component of tax expenses

Current tax expense ! 1,572,595 1,104,334
Deferred tax (15€) 261,002 -64,286
1,833,597 1,040,047
31 Dec 2025 31 Dec 2024
Birr'ooo Birr'ooo

Current Tax

IFRS Accounting profit 5,996,035 3,973,494
Add : Disallowed expenses
Entertainment 23,662 13,102
Donation 16,227 47,506
Penalty 3,907 5,343
Amortization of Employee benefit < E
Severance Payment ~ (12,119) -
Interest expense on lease liability 6,809 6,606
impairment on non-current asset - -
Legale expense ' 10,631 15,174
Land and building tax 15,566 10,185
Provision for other Asset 74,000 260,231
Provision for loansand advances asper IFRS 1,399,558 845,127
Written- Off loan 1,727 5,052
Tax payment as per tax auditwork 233 1,827
1,540,200 1,210,152
Less : 8,370,064
Interest income taxed at source-Local & foreign deposit s 1,222,450 669,051
Dividend income taxed atsonrce 9,509 45,301
Interestincome taxed at source-Treasurey bills 096,669 7,462
Interestincoime taxed at so urce-Treasureybonds 504,618 317,853
Interestincome taxed atsource-DBE bonds 172,307 139,205
Provi sion for loans and advan ces as per NBE §0% — 545,029 676,102
2,550,582 1,855,063
Taxableprofit 4,085,654 3,328 583
1,495,696 998,575
Add: 1026 of interestora foxeigndepo sits 76,898 21,558

Curmenttaxatzo% - E 1,572,595 1,020,134
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14b Statement of Financial Postion(Curreratinco me tax libility)

Balanceat the beginaing of the year
Chargefor theyear

Incom etax expenise

Prior year (over)/ under provision
WHT Notesuftilised

Payment during the year

Balanceat the end of the year

15d Deferred income tax

Deferred income tax assets are recognised only to the extent that it is proba
temporary differences can be utilised.

Deferred tax Asset
Deferred tax liability

-~

The analysis of deferred tax asscts is as follows:
To be recovered after more than 12 months

3L Deczo025 30 June 2025
Birz'000 Birr'ooo
2,576,017 1,094,277
1,572,595 2,607,588
(41,281) (31,571)
(2,576,017) (1,094,277)
1,531,313 2,576,017

ble that future taxable profit will be available against which the

31 Dec 2025 30 June 2025
Birr'ooo Birr'ooo
274,390 258,442
(906,373) (629,424)
(631,984) (370,981)

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

Deferred income tax assets:

-

Adjustment Credit/ Credit/ (charge) to
made to (charge) to P/L equity
recognize
previous years
At 1 July deferred tax
Desc. 2025 effect 31 Dec 2025
Birr'ooo Birr'ooo Birr'ooo Birr'ooo Birr'ooo
Annual Leave 126,885 15,947.30 142,832
Post employment benefit obligatio 131,558 - 131,558
Total deferred tax assets 258,442 - 15,947 - 274,390
Adjustment Credit/ Credit/ (charge) to
made to (charge) to P/L equity
recognize
previous years
At July deferred tax
Desc. 2024 effect 30 June 2025
; Birr'ecoo0 Birr'ooo Birr'oo0o Birr'ooo Birr'000
Anmnual Leave 120,684 6,201 126,885
Post employment benefit abligatio 93,352 20,006 18,110 131,558
Total deferred tax assets 214,036 - 26,296 18,110 258,442
Adjustment Credit/ Credit/(charge) to
.,.made,,gg (charge) to P/LL equity
3
Deferred incom etax
liabilities = 31 Dec 2025
Dese Birr'ooo Birxy'o 00




. 3

BANKOF A BYS SINIA
NOTZES TO THEF INANCIAL STAT EMENTTS

FOR THESIX MONTHPERLOD ENDED 31 DECEMBER 202 5

15¢e

15

Property , plant and equuipmment
Equity Investnents

Total defer-red taxliabilitkes

Desec.
Property, plant and equipmment

Equity Investments
Total defexrred taxliabilities

Deferred tax and liabilities

Severance pay - carrying amount
Severance pay - tax base

Severance pay temporary difference

Deferred tax asset - @ 30%

Annual Leave - carrying amount
Apnual Leave - tax base

Annual leave temporary difference

Deferred tax asset - @ 30%

PPE- carrying amount
PPE - tax base

Deferred tax liability - @ 30%

Equity investment - carrying amount

Equity investment - tax base

Equity Investment -temporary difference

Deferred tax lability - @ 30%

Deferred tax asset/ (liability) - @ 30%

Cash and cash equivalents
Cashin hand
Balances with Central Banks:

-Reserve accountwith National Bank of Ethiopia
-Otheraccounts wi th National Bank of Ethiopia

Deposits with foreign banks
Deposits with local banks

Allowancesforimpaimzent losses

-326,406 (276,950 (703,355)
-203,018 - - (203,018)
(629.424) = (276,950) - (906,373)
Adjustrment Cred it/ Credit/ (charge) to
made to (charge) o P/L equity
recognize
previous years
At1 July deferred tax
2024 cifect 30 June 2025

Birr'oo o Birr'ooo Birr'ooo Birr' 000 Birr'oo0o
205,383 (221,023) (426,406)
-121,040 0 (81,978) (203,018)
(326,423) - (221,023) (81,978) (629,424)

31 Dec 30 June

2025 2025

Birr'ooo Birr'ooo

438,526 438,526
8,52
476,106 422,949
4;;(3%_(16, 422,949
142,832 126,885
11,035,837 8,590,712
8,691,318 7,169,359
2,344,518 1,421,352
703,355 426,406
1,473,465 1,442,225
796,738 765,498
‘m‘% 676,727
203,01 203,01

(631,984) (370,981)

31 Dec2o025

30 June 2025

31 Dec 2024

Birr'coo Birr'ooo Birr'ooo0
11,657,652 8,234,176 6,792,624
22,400,000 17,030,000 14,990,000
861,835 186,178 131,997
23,612,462 20,118,242 15,594,681
4,427,523 4,723,073 4,594,127
62,959,472 50,291,668 42,103,429
(1,817) (2,092) (1,134)
62,957,655 50,289,576 2,102,204
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Loans, advances and finamcimg tocustomers
(i) Loans ,advanices and Finan cing by types;

Loans, advances and Financingat amortized cost
Conventional banking loansandadvances: -

Tem Loan
Owverdraft loans
Advance loans

Interest Free Financing and advances:

Mu rabaha fin ancing
Unearned income

Total Carrying Amount

Allowances for loans, advances and financingas per NBE giudlines:

Loan loss Allowance_stage 1
Loan loss Allowance_stage 2
Loan loss Allowance_stage 3

Total loan loss allowance

Net Carrying Amount

(ii) Loans, advances and financing analysed by economic purpose are as follows

Domestic trade and services
Import
Construction
Transport
Industry
Export
Agriculture
Consumer or personal
Cross amount

INVESTMENT SECURITES

31Dec 2025 30 June 2025
Birr'ooo Birr'ooo
198,783,775 166,862,498
22,601,992 18,286,447
15,989,283 8,198,173
237,375,050 193,347,118
12,258,242 8,336,228
-3,263,039 -2,367,057
8,995,203 5,969,171
246,370,252 199,316,289
(2,199,304) (2,290,254)
(357,786) (164,509)
(4,779,605) (3,482,375)
(7,336,695) (5,937,137)

239,033,557

193,379,151

31 Dec 2025 30 June 2025
Birr'ooo Birr'ooo

56,955,633 33,683,147
17,558,470 13,332,584
12,357,763 14,364,682
16,668,000 11,625,869
45,229,468 45,415,964
55,820,215 45,026,565
9,854,601 8,654,663
31,926,102 21,243,644
246,370,253 193,347,118

O There are two types of securities: debt securities and equity securities. Regarding debt securities, the govenment billand bond,

classification is amortised cost, and we applied the impairment model;

a). Finmancial assets at amortized cost(Government securities)

Investiment on DBE bond
Investment in Treasury Bills
lvestment in Treasury bond

Allowances for impairment losses

b) - Equityinvestment

31 Dec 2025 3o June 2025
Birr'ooo Birr'o00
5,773.845 4,066,936
421,000 =
11,753,620 11,201,770
17,948,465 15,268,706
(1,600) (730)
17,946,863 15,267,976
31 Dec 2025 3oJunc2025
Birr'ooo Birr'ooo
1,473,465 14 42,225
1,473,465 1,4Q2,225
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*

The fair value ofthe equityinvestments wasdetermined asofju ne 30, 2025 bytheintexnation ally knowm consulting firm PwC in
collaboration with other Ethiopian private banks. Thissemianmaal, the bankdidnot revalie theasset but onlydisciosed the additions.

¢). Movements and details of equity Inwest ment secuxites as follows;

Asatol uly, 2025

The Investments comprise of: Additions Changesin fairvalue 31 Dec 2025
At 31 Dec, 2025 Birr'000 Birr'0o0 Birr' 000 Birr' 000
EthSwitch S.Co 749,418 8,263 757,681
Addis-Africa Int. Convention & Exhibition Centre 74,334 74,334
Hohete Tibeb S.Co 29,064 29,064
Ethiopian Reinsurece 5.Co % 68,469 68,469
Abay Industry Development 5.Co 477,259 477,259
Yetebaberut Beherawi Petrolem S.Co 24,522 3,496 28,018
Nile Insurance S.Co 326 326
Fthiopian Securities Exchange Share Company (ES: 18,832 19,482 38,314
1,442,224 31,241 = 1,473,465

31 Dec 2025 30 Junc 2025
Birr'coo Birr'ooo
Other assets

Acquired collaterals 1,399,463 1,006,053
Sundry receivables 14,061,225 7,569,063
Items in course of collection from other banks 1,033,581 1,976,004
Deposit and Prepayment 1,132,720 450,041
Prepaid staff asset 2,398,651 2,398,651

Gross amount 20,025,641 13,399,902

Less: oth er asset -ECL (578,559) (504,559)
19,447,082 12,895,343

O The nature of the prepaid staff asset is related to the difference between the interest rate applied for the staff loans applied by th bank and
the market interest rate, The market interest rate is determined based on consumers loans given by Ethiopian Banks and prepared by the

Ethiopian banker assoications, for common use;

0 The difference between the market interest rate and bank interest rate is calculated on Mortgage loan, Vehicle loan, and Personal loan,

then the prepaid amount amortized over the loan period;

Page <9
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Inwest ment property Total

% 4 Birr'o00
Cost:
As atx July2024 . 12,339
Acqquisitions E
Transferfrom property and equipment (0)
As at3oJune 20225 12,339

L3 ¥ >

As ata July2025 . 12,339
Acquisitions
Transfer from property and equipment ' 175,331
As at31Dec 2025 : 187,670

lated dé jation.aind impairment 1

As atx July 2024 (1,774)
Transfer from property and equipment =
Amortisalion for the year : (234)
Impairment losses : -
As at 3o Junc 2025 (2,008)
As at 1 July 2025 (2,008)
Transfer from property and equipment
Amortisation for the year (2,073)
Impairment losses ) : -

. Asat31Dec 2025 (4,081)
Netbook value
As at 31 Dec 2025 183,588
As at3o0June2025 10,330

The investment property comprises of the following properties:

Amounts recognised in profit or loss for investment properties

& 30 June 2025 30 Junc 2024
Notes Birr'ooo Birr'ooo

Rental income - ;

? 12,048 7,651
Direct operating expenses from property that generated rental income = T

12,048 7,651

Fair value measurement of the Bank's Investment properties

The Bank's investment property is measured at cost. These properties include those held for rental purposes and those in which the Bank occupies an

insignificant portion. These properties are held to earn rentals and for capital appreciation. There are currently no restrictions on the realisability of
these properties,

Investment property is initially measured at cost including transaction costs and subsequently measured at depreciated cost (less any accumulated
impainment losses), Depreciation’is calculated using the straight-line method to allocate their cost to their residual values over their estimated useful
lives of 50 years. The fair value of investment properties has been disclosed as required.

Fair value measurement of the Bank's Investment properties (Contd)

The fair value of the Bank's Investmen t propertyasat June 30,2016 and hasbeen arrived at by in-house engineers qualified estate surveyors and
reviewed and approved by independent valuers. T hese valuers have appropriate qualifications and recent experience in the valuation of propertics in
the relevant locations.

The fair value was determined based onthereplacement cost concept whicha pproximates the estimated amount for whicha property should exchange

onthedate of valuation between knowled geable willing partiesin an arm’slength transaction after proper marketing, prudently and without
compulsion,

This implies a market comparable approach that reflects the recenttransa clion prices for similar properties). In estimating the fairvalue of the
properties, the highest andbest useof the properties istheircunentuse There basbeenno changeto the valuation technique during the year.

Faix val ue hicrarchy

Corsa
Detailsoflhe Ban Ks Invesiment propertiesardiraforxmal ion aboxt the hix value hicrarchy at 31 Des 20259«;“ 2.}@?&6’1@?’; tively are as

follows: ; - fyf/ &ﬁ 2]
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30 Dec2v2;

Investment properties

30 Junez2 025

Invesiinent properties

Intangible Assets
Cost:

As ata July2024
Acquisitions

WIP

As at 30Junc 2025

As at 1 July 2025
Acquisitions
wIP

As at31Dec2025

Accumulated amortisation and impairment losses

 As at1July 2024

Amortisation for the year
Impairment losses
As at 30 June 2025

As at 1 July 2025
Amortisation for the year
Impairment losses

As at 31 Dec 2025

Net book value
As at 30 Dec 2025
As at 30 June 2025
Leascs

l.cases as Lessce

The Bank leases a number of branch and office premises. The leases typically option to renew the lease after that expire date.
Information about leases for which the Bank is a leassee is presented below.

Right-of Use Assets and lcase obligation

Information about leases for which the Bank is a leassee is presented

Cost:

Balance at 01 July 2024
Adjustments

Adaitions during the year

Balance at 30 June 2025

© Balance atox July 2025

Adjustments
Additions duxing the year

Balance at 31 Dec 2025
Amortisation
Balance atox July 2024 .

Adjusiments
Chargeforiheyear

Balance at 30 June 20 25
Balhnceator July 2025

Adjustments
Chargeforthe year
Balane at 31 Dec 2025

Net Carying Valueat 31Dec 2025
Net Carrying Valueat 30 June 2025

S P
Rl T T

Grrinmgamount Levels Level 2 Level 3
Birr'ooo Bir-r'o©o Birr'ooo Birr'ooo
187,670 187,670
CGarrjingamount Level1 Level 2 Level 3
Birr'ooo Birr'ooo Birr'ooo Birr'ooo
12,339 12,339
Birr'ooo
897,880
243,719
373,478
1,515,077
1,515,077
67,916
65,411
1,648,403
306,420
128,834
435,255
435,255
75,494
510,749
1,137,654
1,079,822
Birr'ooo Birr'ooo Birr'ooo
Land Buuding Total
241,063 5,483,220 5,724,283
- 5,517 5517
= 1,712,835 1,712,835
241,063 7,201,573 7,442,636
241,063 7,201,573 7,442,636
(33,117) (33.117)
- 1,181,691 1,181,691
241,003 8,350,148 8,501,211
12,143 2,721,187 2,733,330
4,017 1,031,090 1,035,106
16,160 3,752,277 3,768,436
16,160 3,752,277 3,768,436
(5,203) (5,203)
2,000 600,526 602,535
18,160 4,347,600 4,365,769
22,45 4,002,547 4,225442
224,903 3,449,206 3,674,199




BAINNK. OF ABYSSINIA

NOTESTO THE FINANCLAL STA TEM ENT.S

FORTHESIX MONTH PERLOD ENDED 31. DECEMBER 2 025

TR Leases Labilnties SERa land Building Tatal

. Bir'ooo Birr'ooo Bixr'ooo
Balinceat 01 Fuly 20249 46,608 220,506 267,204
Adjist memats -
Adyitions - 93,696 93,696
Interestexpenseim P& L 13,453 13,453
Paymentofleasts (43,763) (43,763)
B alarce at30 June 2025 46,698 283,892 330,590
Balinceat 01 July 2025 A 46,608 283,802 330,590
Adjust merxts -
Additions 8,570 8,570
Interestexpensein P& L - 6,809 6,809
Paymentof Leases o (41,340) (41,340)
Balanee at31Dec2025 46,698 304,628.54 304,629
5
22 Property and equipment
3 Officeandothexr Furiture& Computer & Construction
Buildings Motor vehicles equipment fittings Related Items  in progress Total
Birr'ooo Bixr'o 00 Birr'ooo Birr'ooo Birr'ooo Birr'ooo Birr'ooo
Cost:
Asat 1July 2024 2,071,778 1,337,898 1,949,66;} 1,830,713 1,170,241 461,511 8,821,808
Additions . 68,184 787 1,581,520 178,460 301,853 (41,479) 2,089,325
Reclassfication 196,751 (196,751) -
Disposals (7,851) (6,034) (4,550) (18,435)
Asat 30 Junc 2025 2,336,713 1,338,685 3,523,336 2,003,139 1,467,544 223,281 10,892,608
Asat 1 July 2025 2,336,713 1,338,685 3,523,336 2,003,139 1,467,544 223,281 10,892,698
Additions 1,280 1,823,462 216,028 418,960 7,200 2,466,929
Reclassification (175,331) (175,331)
Fixed assset adjustments - - -
Disposals (3,832) & (3,832)
As at 31 Dec 2025 2,162,662 1,334,853 5,346,798 2,219,167 1,886,504 230,481 13,180,465
Agccumulated depreciation -
As at 1July 2024 108,855 419,858 632,296 339,407 458,766 - 1,059,182
Charge for the year 44,201 116,930 265,704 160,176 168,832 - 755,842
Accumulated depreciation on
disposals = (4,927) (2,383) (3.369) (20,680)
As at3o Ju ni:-zozs 153,056 536,788 893,073 497,200 624,229 - 2,704,344
As at 1 July 2025 153,056 536,788 893,073 497,200 624,229 - 2,704,344
Charge for the year 6,707 58,169 227,522 85,056 91,831 - 469,286
Accumulated depreciation on :
disposals - (3,652) (3,652)
As at31 Decz2025 159,763 591,305 1,120,595 582,256 716,060 3,169,979
Nethookvalue .
Asat 31 Dec 2025 2,002,899 743,548 4,226,203 1,636,912 1,170,444 230,481 10,010,486
Asat 30 June 2025 2,183,657 801,898 2,630,263 1,505,940 843,315 223281 8,188,353
AT
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BANK 0F ABYSSINIA .
NOZES Z0 THE FINANCIAL STATENMENTS
FORTHESIX MONTH PERIOD ENDED 31 DECEMBE R 2025
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Y ja Deczo025 30 June 2025
‘ Birx'o0o0 Birr'ooo
Dejposits from customers ,
Savings Deposits 187,642,613 158,640,864
Demand Deposits 44,718,213 34,038,780
Fixed “Time Deposits 22,104,107 18,975,185
. : 254,464,933 211,654,830
3z Decz025 30 June 2025
Birx'ooo Birr'ooo
Thedeposits are sourced from the following types of customers
Private sector & Staffs 223,522,172 185,073,241
Co-operatives & Associations 4,028,007 4,339,212
Domestic banks 3,480,129 2,372,945
NR - Transferable Birr accounts - 130 161
Public agencies & enterprises 11,776,332 11,410,935
NR - Non-transferable Birr accounts 250 . 249
NR- Foreign currency accounts : 6,681,349 4,931,841
Residents , % 4,975,664 3,526,247
: 254,464,933 211,654,830

31 Dec 2025

31 June 2025

Birr'ooo Birr'ooo
Interest free customers deposits
The deposits are presented types of deposits:
Saving Deposits;
Mudarabaha 2,747,177 2,096,149
Wadia 30,513,082 24,502,211
33,260,258 26,598,360
Demand Deposits;
Wadia Current 8,667,607 4,488,181
4 8,667,607 4,488,181
Term Deposits;
Mudarabaha 887,084 438,368
' : 887,984 438,368
Total IFB Deposit 42,815,849 31,524,908
Please note the term deposits are restircted or unrestricted
31 Dec 2025 31Junec 2025
Birr'ooo Birr'ooo
The IFB deposits are sourced from the following types of customers:
Private sector & Staffs 41,859,888 31,206,679
Co-operatives & Associations . 791,571 182,583
Domestic banks 134,215 32,118
Publicagencies & enterprises 30,176 13,528
42,815,849 31,524,908
31Dec 2025 31Junc2025
Birr'ooo " Birr'ooo
Otherliabilities
Cashiers’ payment orders 403,721 959,689
MTs and TT's payable - local and foreign 262 300
Dividend payable 22, 567 499,508
Exchangeand auction payable to NBE 354,043 282,023
Accrued leavepayable ; 476,106 422,949
Margins held on letters of credit et 8,135,550 4,079,714
Othex payables /,% ? &Ch s 4,7 52,005 2,966,150
Bonasacerual %! @" - 336,918 718,613
Unea medincome /A R/ 343,145 338,918
P rovitiora on salaty, other gxpédr’;?sg,;n@géb 228,626 221,320
Gross amount [ & ‘;" / '% = 15,052,943 10,489,194
’:‘ ;".’}“ <) ( ‘S‘/:' 9 -
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Retirement bemefitobligations

Severance pay

Defined Benefit Obligation atth ebeginning of the period
Current Service Cost (excluding interest)
Benef its Paid

Interest Cost

Actuarial (Gains)/Losses on

economic assumptions

Actuarial (Gains)/Losses on

experience

Attheend ofthe year

Borrowing

Inter-Bank loans

31 Dcc 2025 30June 2025
Birr'o 00 Birr'000
31Dec 2025 30June 2025
Birr'oo00 Birr' 000
438,526 311,174
33,178
(12,119) (27,971)
61,779
49,625
‘10,741
426,407 438,526
31 Dec 2025 31June 2025
Birr'ooo Birr'ooo
9,200,000 -
9,200,000 -

The bank has borrowed Birr 9.2 billion in interbank loans from eight different banks at an average interest rate
of 15.73%. The loans have varying maturities: Birr 7.2 billion for seven days, Birr 1 billion overnight , and Birr 1 billion

for eight days

Ordinary share capital

Authorised:
9,375,000 ordinary shares of Birr 1600 each

Issued and fully paid:
9,375,000 ordinary shares of Birr 1000 each

-

Earnings per share

31 Dec 2025 30 June 2025
Birr'ooo Birr'ooo
15,000,000 15,000,000
15,000,000 15,000,000

Basicearnings per share (EPS) is calculated by dividing the profit after taxation by the weighted average number of

ordinaryshares in issue during the year.

BoA. presents basic earnings per share (“EPS") for profitor lossfrom continuing operations attributable to the

ordinary equity holders of the Bank onthe face of theincome statements.

Distribution of dividendto shareholders shallbefrom the net profit whichshall be proposed bythe Board of directors

and subsequently approvedbythe general assembly.
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BANK OF ABYSSINTA
NOTES TO THEFINANCILAL STAT EMENTS
FORTHE SIXMONTH PERIO D ENDED 31 DECEMBER 2025
h ; ‘ ' - 32 Dec=o025 - 31 December 2024
Birr'o0o Birr'ooo
Profit after tax 4,162,438 2,953,361
Weighted average nu mb erofordinary shares inissue 14,837.915 14,176,388
Basic & diluted carnings per share (%age) ' 28% 21%
31 Dec =025 30 June 2025
| Birr'ooo Birr'ooo
Retained Eranings
At the beginning of theyear - 4,973,379 2,576,914
Profit/ (Loss) for the year 4,162,438 7,208,505
Dividends paid (1,016,634) (2,576,914)
Director's Sha re of profit “(1,350)
Transfer to legal reserve (1,040,610) (1,824,626)
Transfer to regulatory risk reserve (503,038)
Transfer from Revalution surpuls 1,044 3,888
At the end of the year 7,080,518 4,973,379
31 Dec 2025 30 June 2025
Birr'ooo Birr'ooo
Legal reserve
At the beginning of the year 16,225,669 4,401,042
Transfer from profit or loss 1,040,610 1,824,626
Recognition of deffred tax effect for previous years
At the end of the year 7,266,279 6,225,669
The NBE Directive No. SBB/4/95 states 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.
This account contains amount apportioned and credited from the yearly profit of the BoA in accordance with the
prevailing rate; as per relevant NBE directive, the account is debited only when the Bank ceases its operations.
31 Dec 2025 31 Dec 2024
Birr'ooo Birr'ooo
Cash generated from operating activities
Profit before tax 5,996,035 3,973,494
Adjustments for non-cash items:
Depreciation of property, plantand equipment 469,286 344,762
Depreciation of investment property 2,073 235
Depreciation of right use of asset 602,535 472,309
Amortisatio nof intangible assets 75,494 62,811
Impairment on loansand receivables 1,399,558 845,127
Impairment oh oth erasset 74,000 260,231
Interest on lease liability 6,809 6,606
Gain on disposal of property, plantand Equipment (10,662) -
Severance Payiment (12,19) :
Net Gain Foriigncurrency transactions and translations (1,203,090)
Changes imworking capital:
-Decrease/ (Increase) inlomsanndadvan s:'%"f’- (47,053 ,963) (18,386,767)
-Decrease/ (Increase) inother asset’sr,, ;i"f?&ﬂ A (6,625,739) (3,252,588)
-Increase/ (Decrease) inotherliabjlitiesX 4,503,749 2,263,662
-Increase/ (Decrease) in deposit?'y_,g:@;stone 54,101,044 28,755,906
17 8807
f (“: iy 12,385,011 15,345,969
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iii)

{

Related party transactions

Forthepurposes of these financial statements,partiesare considerel toberelitedto the Bank has the ib ility, directly or indirectly, to
controltheparty or exercise signifi can tin fluence overthe party in making fimancial and operating decisions, or vice versa, or wh ere the
Bank and the party are subject to common controlo rcommon significant influence.

Related parties also include key management personnel definedas those persons baving anthority” and responsibility for plannin g,

directing and controlling theactivi ties of the Bamkeitherdirectly orindirectly. The key management personnel includes all the directors
and chief executive officers of the Bank.

Related partigs are considered to be related if one party has the ability to control the other party orexercise significantinfluence over the
other partyin making financial or operation decisions, orone otherparty controlsboth.

There are other companies which are related to Bankof Abyssinia throngh common shareholdings or common directoxships.
In the normal course of business, a number of banking transactions are entered into with related parties ie. staff, directors, their

associates and companies associated with directors. These include loans, deposits and foreign currency transactions. Loans and
advances to customers include loansand advances tostaff and to com panies associated with directors.

A number of transactions were entered into with related partiesin the normal course of business. These are disclosed below:
Signjficant related party balances

Key management personnel

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

The amounts are as_follows. 31 December 2025 31 December 2024

Birr'ooo Birr'ooo

Loans to directors and executive Mangement - 982,303 1,082,880
Deposits from customers 47,822 22,690
Paid-up capital - 93,285 105,049

Other than Board of Directors and Executive Mangement

Per the NBE related party directive number SBB 88/2024, any influential shareholders holding 10% or more interest as shareholders is
classfied as a related party :

31 December 2025 31 December 2024
3 Birr'ooo Birr'ooo
Loans, Advances and Financing 10,882,940 8,683,218
Deposits from customers 206,856 236,713
Paid-up capital 5,062,566 5,319,634

Key management compensation

Key management has been determined to be the members of the Board of Directors and the Executive Management of the Bank. The
compensation paid or payable to key management for isshown,

Compensation of the Bank's key management personnel includes salaries, non-cash benefits and contributions to the post-employment
defined benefits plans. :

31 Dec 2025 31Dec 2024
Birr'o 00 Bixr'ooo ‘
Board of directors
Directors Allowance - 1,621 904
5 B
Executive Management ,,/f'/q‘ 7
Salaries and other short term employee bene 51(5\" 34,753 18,023
Sitting/ representation allovance & ri\"ﬂ.i" 1,715 1,505
Flia' S
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Contingent liabili ties
Claims and litigation

ThieBank isa parxty ton umerouslegal action sbronght by differen torgan izationsand individwals arising from its normal busin ess
operation s. The rmaximum exposi reoftheBank to theselegl csesasat 31 Dec 2025 isBirr 2.2 million (30 June 2025: Birr 2.2 million).
Noprovision has been mad ein the financial statementsas”the Directors believe thatit is not probable that the economic benefits would
flowoutoftheBank in respect of theselegal actions, '

Of-balance shecet items

TheBank conducts businessinvolving performance bonds and guarantees. These instrumentsare given as a security to support the
performance ofa custormer to third parties. Asthe Bankwillonly be required to meet these obligations in the event of the customer's
default, thecash requirements of these instruments are expected to be considerably below their nominal amounts.

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

31 Dec 2025 : 31 June 2025
Birr'ooo Birr'ocoo
Financial guarantees 7,481,895 9,641,522
Loans and advances approved but not disbursed 3,343,708 3,833,342
Unutilised overdraft and other revolving facilities 4,395,153 7,423,208
Letters of credit 32,130,034 ~ 9,742,887
47,350,790 30,640,959

Comparative Figures -

Some of the previous year figures have been reclassified to make them comparable with current year presenation

In the opinion of the Directors, there were no significant post balance sheet even ts which could have a material effect on the state of

affairs of the Bank as at 31 Dec 2025 and on the profit for the period ended on that date, which have not been adequately provided for or
disclosed.
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