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Vision,Mission & Values

Vision

) To become one of the top ten private Banks in East
/ Africa by the year 2040.

We are dedicated to deliver sustainable value

Vision, to our stakeholders by efficiently providing
Mission & =@ banking service that ensures best customer
Values experience using qualified employees and

cutting-edge technology.

a

\
@

Integrity

Customer Experience
Learning Organization
Professionalism

Team Work
Corporate Citizenship
Empowerment

www. tsehaybank.com.et ANNUAL REPORT 2023/24



Major Performance Highlights

(June 30,2024)
n ol:‘::::;d;:g Branches 91 A
Billion Birr
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Canital 117 Tota

Deposits 4.35
Billion Birr

Billion Birr

Total Asset
6.1 Billion
Birr
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Tadesse Ayenew

Chairperson

Birhanu Tiruneh

Balew Mersha
Deputy Chairperson

Director

Bewketu Alamirew Kassa Lisanework

Director Director

Mengistu Walelegn (php) Shimels Tequameberhan

Director Director

Haimanot Amare Deksios Bezabih

Director

Director

Tadie Kassa Dagmawi Alehegn

Director Director
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Yared Mesfin

CEO

Berihun Desta Mengistu Shimeles

Deputy Chief Corporate
Service Officer

Chief Strategy and
Marketing Officer

Samuel Tadesse Wossen Alemeye

Chief Banking Operation

' Chief Information Officer
Officer
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Department Directors

Abebaw Zewdie

Abayneh Animaw

Director, Bahir Dar District Director, Marketing &

Corporate Communication

Animaw Demissew Animut Yayu

Director, North East
District

Director, Internal Audit

Ashenafi Girma Ayele Mamo

Director, Strategy &
Innovation

Director, Finance and
Treasury Management

Berhane Babe

Bayou Tilahun

Director, Operation and
Business Support

Director, Customer
Relationship Management

Demeke Gashaw

Eskezia Mengistie

Director, Core System
and Data Analytics Director, Risk & Compliance

Management
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and Security
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Board Chairperson’s Message

Dear distinguished Shareholders and Stakeholders,

It is with immense pride and a deep sense of
responsibility that | address you today on behalf
of the Board of Directors of Tsehay Bank S.C. As
we reflect on the fiscal year ending on June 30,
2024, we celebrate our collective achievements,
resilience, and unwavering commitment to our
mission of serving the community. However, it is
also crucial to acknowledge the complex global
and local challenges that we continue to navigate,
which significantly impact our operations and the
broader economic landscape.

Steering Through a Complex Economic Landscape

The global economy has faced numerous
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challenges,  including

tensions,

persistent  inflation,
geopolitical and shifting monetary
policies. Among these, the ongoing instabilities
in the Middle East, particularly the conflict
between lIsrael and Palestine in Gaza, and the
involvement of the Houthis in Yemen, have had
a pronounced impact on global trade. The Red
Sea, a vital maritime route for global shipping,
has been directly affected by these conflicts,
resulting in increased risks to shipping lanes and
a subsequent rise in shipping and insurance costs.
This has placed upward pressure on Ethiopia’s
import-export trade, increasing the cost of goods
and further exacerbating inflationary pressures.

On the domestic front, Ethiopia continues to
exhibit resilience with a GDP growth rate of 8.1%
for the fiscal year. However, internal instabilities
in various regions of the country, have posed
These
disrupted trade, agriculture, and transportation,
which are critical to the national

significant  challenges. conflicts  have
economy.
Additionally, the ongoing security concerns in
these regions have led to increased operational
costs for businesses, including banks like Tsehay,
as we navigate logistical disruptions and ensure
the safety of our staff and assets.

Despite these hurdles, Tsehay Bank has
shown commendable resilience, achieving a
comprehensive income of Birr 104.36 million this
year. However, this figure could have been higher
if not for regulatory constraints, such as the 14%
credit growth cap imposed by the National Bank
of Ethiopia (NBE). This regulation limits our ability
to expand our loan portfolio, which is particularly
challenging for newer banks like Tsehay with a
relatively smaller loan book.

Moreover, the NBE’s

commercial banks to

directives requiring
invest 20% of

www.tsehaybank.com.et
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disbursements in treasury bonds and 1% in
Development Bank of Ethiopia (DBE) Bonds have
further impacted our financial performance.
‘While we support national development goals,
these requirements divert funds from more
profitable lending activities, reducing the capital
available for strategic growth initiatives. Though
these pose
challenges, Tsehay Bank remains committed to
overcoming them while continuing to contribute
to the broader economic goals of the country.

Our total deposits surged to Birr 4.35 billion,
reflecting an impressive 89% growth from
the previous year. This significant increase is
a testament to the trust and confidence our

regulatory measures significant

shareholders and customers have in us and

reinforces our commitment to sustainable

growth even amidst adversity.

Enhancing Our Capital Base for Sustainable
Growth

As we look ahead, it is crucial to address the
necessity of enhancing the Bank’s paid-up capital.
A robust capital base is essential for fostering
Tsehay Bank’s growth and
strategic initiatives. Increased capital will enable
us to seize emerging opportunities, steer through

supporting our

challenges, and reinforce our financial strength in
a competitive banking landscape.

The dynamic nature of the Ethiopian banking
sector, characterized by evolving regulations and
the potential entry of foreign banks, necessitates
a proactive approach to capital management.
Strengthening our paid-up capital will not only
enhance our operational capabilities but also
position us favorably to meet the growing
demands of our customers, especially in light of
the current economic and political challenges.

Managing the Adverse Impact of Inflation

High inflation continues to be one of the most
significant challenges for Ethiopia. Rising global

www.tsehaybank.com.et

commodity prices, compounded by geopolitical
tensions and disruptions in domestic supply
chains, have greatly added to
pressures. Increased shipping costs, driven by
conflicts in the Middle East and disruptions in
regional trade routes, have further raised the
prices of both imported and locally produced
goods. As a result, the cost of living has risen

inflationary

sharply, eroding consumer purchasing power and
driving up business costs.

At Tsehay Bank, we remain dedicated to assisting
our customers through these challenging times by
offering access to credit, financial guidance, and
innovative banking solutions to help manage the
impact of inflation. Additionally, we will continue
to collaborate with policymakers to explore ways
to lessen the adverse effects of inflation on the
economy.

Embracing Innovation Through Digital Banking

Innovation remains a key focus of our strategy.
Our dedication to digital banking solutions has
greatly improved the way we serve our customers.
Over the past year, we have made significant
enhancements to our mobile, Internet, and card
banking services, making financial transactions
more accessible, secure, and convenient for all
our customers.

We expanded our reach by partnering with
telecom financial service providers and fintech
companies, ensuring our services reach a wider
audience. Our
technological advancement is not only a response
to customer demand but also a crucial step in our

unwavering commitment to

journey toward financial inclusion, especially in
areas where access to brick-and-mortar branches
is limited.

Strengthening Corporate Governance

As the Chairperson of the Board, | want to
emphasize the importance of strong corporate
governance in driving our success. Our Board is
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dedicated to upholding the highest standards of
transparency and accountability, which are vital
for maintaining the trust of our stakeholders.

With recent revisions to the commercial code
and directives from the National Bank of Ethiopia,
we are presented with opportunities to enhance
our governance framework. A robust governance
framework will empower us to navigate
regulatory changes with greater efficiency while
simultaneously cultivating a culture of integrity
and excellence - an essential pursuit in these

challenging times.

Focus on Sustainability and Financial Inclusion

At Tsehay Bank, we believe that our success
is intertwined with the prosperity of the
communities we serve. Our commitment to
driving sustainable development and financial
inclusion remains steadfast. We are expanding
our services to underserved populations, to
help ensure that every Ethiopian has access to
essential financial services.

We have also maintained a strong focus on
environmental sustainability, recognizing that
long-term growth must align with responsible
environmental practices.

Looking Ahead: A Vision for Growth

As we chart our course for the future, | am
excited about the vast opportunities that lie
ahead for Tsehay Bank. The implementation of
the Government’s National Financial Inclusion
Strategy and rising foreign direct investment
create a favorable environment for our growth.

However, we must remain vigilant in addressing
potential challenges, including the imminent
competition banks,
regulatory and
domestic and international conflicts that could
further impact supply chains, trade, and inflation.

from foreign evolving

requirements, the ongoing

By strengthening our capital base, continuing
to invest in technology and innovation, and
remaining committed to our mission of financial
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inclusion, we can position Tsehay Bank for
sustained success in this evolving landscape. Our
strategic priorities will remain to strengthen
relationships with consumers, expand product
offerings, and ensure operational excellence.

Closing Remarks

In conclusion, | extend my heartfelt gratitude to
our dedicated employees for your hard work and
commitment, our customers for trusting us as
your financial partner, and to our shareholders
for your unwavering support. Together, we have
built a strong foundation for the future of Tsehay
Bank.

Let us move forward with confidence, embracing
the opportunities and challenges that lie ahead.
With your continued support, | am confident that
Tsehay Bank will not only enhance its standing
in the banking sector but also contribute to the
broader economic development of Ethiopia, even
as we navigate these turbulent times.

Warm regards,
g

Tadesse Ayenew
Chairperson of the Board of Directors
Tsehay Bank S.C.
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Message from the CEO

Dear Shareholders, Esteemed Customers, and
Valued Employees,

It is a privilege to address you as we reflect on
the past year and look forward to the promising
future of Tsehay Bank S.C. The 2023/24 fiscal year
has been one of transformation, innovation, and
remarkable growth, despite numerous challenges
in the broader economic environment. Tsehay
Bank has navigated these turbulent times with
resilience, strategic foresight, and an unwavering
commitment to our core mission: to serve our
customers and contribute to Ethiopia’s financial
sector with integrity and excellence.

Strategic Performance Amidst Economic
Challenges

The global economy has faced significant
challenges over the past year, marked by rising
inflation, supply chain disruptions, and tightening
monetary policies. These difficulties have been
further amplified by geopolitical conflicts,
creating ripple effects that have impacted even
the most distant economies. Locally, Ethiopia has
not been spared from these global disruptions.
Inflation has surged to 19.9%, and persistent
foreign exchange shortages have created
significant obstacles for businesses across all
sectors, including banking. These economic
conditions have strained consumer purchasing
power, increased the cost of doing business, and
added complexity to financial operations.

Additionally, the ongoing conflict between Israel
and Palestine, coupled with the involvement
of Yemen’s Houthis in attacks on ships in the
Red Sea, has severely disrupted global trade
routes and drove up shipping costs. As the Red
Sea remains a crucial maritime corridor for
international commerce, the instability in this
region has increased the risks associated with
shipping, leading to delays and a rise in insurance

www.tsehaybank.com.et

premiums. These factors have driven up the
cost of imported goods, further exacerbating
inflationary pressures in Ethiopia, which relies
heavily on imports for essential supplies.

Closer to home, internal instabilities in the
Ambhara and Oromiaregions have also significantly

affected economic activity. These conflicts
have disrupted local supply chains, hindered
agricultural production, and introduced logistical
challenges that continue to affect businesses and
the broader economy. The uncertainty generated
by these regional conflicts has complicated
operations for companies, increased operational
costs, and limited market access in affected areas.
Amid this challenging landscape, Tsehay Bank has

ANNUAL REPORT 2023/24



demonstrated resilience by strategically adapting
to these adverse conditions. We have maintained
a strong focus on prudent financial management,
operational efficiency, and cost control, enabling
us to support our customers and sustain our
growth trajectory. However, these global and
local challenges underscore the need for ongoing
vigilance and adaptability as we navigate an
increasingly complex economic environment.
Tsehay Bank achieved a comprehensive profit
of Birr 104.36 million this year, demonstrating
resilience despite regulatory constraints like the
14% credit growth cap imposed by the National
Bank of Ethiopia in an effort to control rising
inflation. This cap limits our ability to extend
credit, restricting loan portfolio growth and
reducing our capacity to capitalize on growth
opportunities, ultimately impacting profitability.
This pressure is significant for third-generation
banks like Tsehay, as a newer entrant with a
smaller loan book, where the credit growth limit
disproportionately hinders our ability to expand
and compete effectively.

Additionally, NBE directives requiring commercial
banks to invest 20% of loan disbursements in
treasury bonds and 1% in Development Bank of
Ethiopia (DBE) Bonds have further impacted our
profitability and cash flow. While we fully support
national development objectives, these directives
divert a significant portion of our funds into
long-term, lower-yield investments, reducing
the liquidity available for more profitable lending
activities and strategic growth initiatives.

These regulatory constraints have placed
significant pressure on Tsehay Bank’s financial
performance, especially given our smaller
loan base. However, we remain committed to
overcoming these challenges while continuing
to support Ethiopia’s broader economic
development goals.

Our total deposits grew by an impressive 89%,
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reaching Birr 4.35 billion. Additionally, our asset
base expanded to Birr 6.18 billion, and our
customer base grew to over 509,000. These
achievements highlight both our resilience in the
face of challenges and the trust our customers
continue to place in us.

Driving Future Success Through Digital Banking

An important contributor to our progress this
year has been the continued expansion of our
digital banking services. As the financial services
sector evolves, we have emphasized utilizing
technology to better serve our customers’ needs
for convenience, speed, and security. Over the
past year, we have gradually enhanced our mobile,
Internet, and card banking services, making it
easier for customers to access a range of financial
services.

Our collaborations with telecom financial
service providers and fintech companies have
also helped broaden the reach of our digital
platforms, allowing us to connect with more
customers across Ethiopia, particularly in remote
and underserved areas. These platforms provide
customers with the ability to make payments,
transfer funds, and manage their accounts more
easily, supporting the National Bank of Ethiopia’s
efforts to promote financial inclusion and move
toward a more cashless economy.

As we look ahead, investment in digital
technologies will remain a top priority. We
are committed to ensuring that our platforms
remain secure, user-friendly, and adaptable to
future technological advancements. We are
also exploring emerging technologies such as
artificial intelligence, blockchain, and advanced
data analytics to ensure that we remain at the
forefront of Ethiopia’s digital banking landscape.
By embracing these innovations, we aim to offer
our customers even more personalized and
efficient banking experiences.

www.tsehaybank.com.et




Customer-Centric Innovation: Meeting Evolving
Needs

At Tsehay Bank, our customers remain at the
center of everything we do. We understand that
each customer has distinct financial goals and
needs, and we strive to provide solutions that
offer genuine value. Whether we are serving
individuals, small and medium-sized enterprises
(SMEs), or large corporations, our products are
designed to cater to the varied financial needs of
our diverse client base.

Over the past year, we have worked steadily to
adapt and improve our offerings to better meet
the evolving needs of our customers. This has
included introducing new products and services,
as well as expanding our physical presence by
opening new branches in underbanked areas.
By growing both our digital services and branch
network, we aim to ensure that more people
across Ethiopia have access to essential financial
services, contributing to financial inclusion and
supporting the broader national economy.

Our People: The Core of Our Success

None of our achievements would have been
possible without the dedication and expertise of
our employees. At Tsehay Bank, we believe that
our people are our greatest asset. Their hard
work, adaptability, and commitment have been
pivotal to our growth and success, particularly in
overcoming the challenges of the past year.

To ensure that our workforce continues to thrive
in an increasingly competitive market, we have
invested heavily in training and development
programs. These initiatives equip our employees
with the latest skills and knowledge, empowering
them to drive innovation, enhance customer
relationships, and contribute meaningfully to our
collective success. Moving forward, we remain
committed to fostering a culture of continuous
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learning and growth, ensuring that our team is
well-prepared to meet the evolving needs of our
customers and the challenges of tomorrow.

A Forward-Looking Vision: Embracing
Opportunities and Challenges

As we look toward the future, we see immense
opportunities ahead for Tsehay Bank and
Ethiopia’s banking sector as a whole. The demand
for modern financial services is increasing
rapidly, driven by factors such as urbanization,
an increasingly tech-savvy population, and the
government’s strong push toward financial
inclusion. However, the potential entry of foreign
banks and an evolving regulatory environment
present both opportunities and challenges that
we must proceed with caution.

A key priority for Tsehay Bank in this dynamic
landscape will be ensuring the timely and effective
collection of subscribed capital. Strengthening
our capital base is essential for supporting our
future growth and enabling us to seize emerging
opportunities. This step will enhance our ability to
remain competitive and resilient in an increasingly
challenging market.

In addition, we will continue to place a strong
emphasis on innovation, agility, and customer-
centricity. Forging and strengthening our
partnerships with fintech companies will play
a critical role in driving our future growth.
Collaborating with these technology-driven
partners will allow us to improve our service
delivery and expand access to financial services—
especially for underserved communities. By
embracing cutting-edge technologies and staying
nimble in the face of regulatory changes, we are
confident that we can continue to shape the
future of banking in Ethiopia.

Our strategy for the years ahead will focus on
sustainable growth, continuous innovation, and
prudent risk management. We will prioritize the
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expansion of our digital services, diversify our
product offerings, and strengthen our balance
sheet, ensuring that we are well-positioned to

thrive in the evolving financial landscape. Above

all, our commitment to operational excellence Bth q’h} n.l.a'n‘\h-r

and customer satisfaction will remain at the core

of everything we do. Ad'zq'cq’ xn.rg?.‘. RE M
Closing Remarks ML 921 P19 M¢é 970hATY

In closing, | would like to express my sincere 'B'e‘m“\d
gratitude to our employees for your hard work
and dedication, our customers for choosing
Tsehay Bank as your financial partner, and our
shareholders for your continued trust and belief
in our vision. The progress we have achieved
this year is the result of the collective efforts of
everyone within the Tsehay Bank family.

As we enter into the next phase of Tsehay Bank’s
journey, | am optimistic about the opportunities
that await us. Together, we will shape the future
of banking in Ethiopia, by building on the solid
foundation we have established and delivering
even greater value to all our stakeholders. We
are committed to growing alongside Ethiopia,
supporting the country’s economic development,
and promoting financial inclusion across all
regions.

Thank you for being a vital part of Tsehay Bank’s
journey. | am optimistic about the future and
confident that, together, we will continue to
achieve meaningful progress in the years ahead.

Warm-egards,

......................... (///
Yared Mesfin

Chief Executive Officer
Tsehay Bank S.C.
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Directors’ Report

Overview of Customer Accounts

Tsehay Bank has experienced remarkable growth,
with its customer base expanding to 509,529
accounts by June 30, 2024—a 122% increase from
the previous year.

Figure 1: Number of Accounts

509,529

‘202UBFY
= 2023/24 FY

22969

Branch Network Expansion

To enhance customer engagement and resource
mobilization, Tsehay Bank has broadened its
branch network. This financial year, 15 new
branches were opened, bringing the total to 91
branches, with 38 in Addis Ababa and 53 in other
cities.

Advancements in Digital Banking

Tsehay Bank is dedicated to improving its digital
banking services to provide customers with 24/7
access. Significant advancements include:
 Mobile and Internet Banking

The launch of USSD mobile banking and an iOS
app, alongside the existing Android app, has led to
192,892 mobile banking subscribers, with 175,510
new subscribers added this year. Additionally,
Internet Banking services have attracted 1,850
subscribers.
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« Card Banking
The introduction of debit and credit card services
has resulted in 3,433 debit card users, while credit
cards have been issued to employees of strategic
partners.
« Other Developments
Integration of third-party services into digital
platforms.
Onboarding schools and colleges for Fee
Management Systems.
Development of a Building Management System
for digital rent collection.
Successful integration with the Ministry of
Revenue for e-tax services.

OPERATIONAL PERFORMANCE HIGHLIGHTS
Deposit Growth

Despite various challenges, Tsehay Bank achieved
an 89% increase in deposits, totaling Birr 4.3
billion.

Figure 2: Total Deposits Growth (Million Birr)

43481
20208 FY
H203/4 FY
23021
1,989.2
1.588.9 =
1,093.2
i 769.9
21492
Saving Demand Fixed Time Total Deposit

Of the total deposits, Birr 1.99 billion, came from
current accounts (demand deposits), while Birr
1.59 billion, was sourced from savings accounts.
The remaining deposits were from time deposits.
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Figure 3: Deposit Performance by Type (Million
Birr)

| Saving
# Demand

» Fixed Time

Loans and Financing

Thetotaloutstandingloansandfinancingincreased
to Birr 2.57 billion, with the export sector being a
key contributor. The Bank also provided Birr 2.95
billion in guarantees. Encouragingly, Tsehay Bank
maintained a non-performing loan (NPL) ratio of
0%, signifying a healthy loan portfolio.

Figure 4: Outstanding Loan by Sector (Million

Micro lending -Credic
Card, 0.1.0%

Agrcubare, 159, 1%,

IFB Expart ¥ inancing, 424
]

1FB Domestic [rade &
Servicn Hinancing, 614.2%

Birr)
International Banking Services
Tsehay Bank expanded its foreign exchange

capabilities, resulting in USD 40.5 million
generated through partnerships with existing
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correspondent banks and Money Transfer
Organizations (IMTOs).Organizations (IMTOs).

Figure 5. Foreign Currency Earnings (Million USD)

20208 FY
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Interest-Free Banking (Tsehay-Fajr)

The Interest-Free Banking services saw a notable
growth of 114.6% in deposits, reaching a total of
Birr 260.6 million.

Figure 6. IFB Deposit (Million Birr)

2022923 FY
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Moreover, the customer base expanded to
71,927 accounts, indicating a growing interest in
interest-free banking options.

Figure 7. IFB Customer Base
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20,330
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Consequently, outstanding IFB financing reached
Birr 103.8 million, with active guarantees totaling
Birr 153.7 million.

Overall, these developments highlight a positive
trend in the interest-free banking sector, as more
customers look for alternatives that align with
their values.

FINANCIAL PERFORMANCE OVERVIEW
Income and Expenses

Tsehay Bank generated Birr 772.5 million in
revenue, exhibiting a 738% increase from the
previous year. Additionally, the Bank earned Birr
211.3 million from other comprehensive income
sources.

Figure 8. Income (Million Birr)

s
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Exchange

Total expenses reached Birr 954 million, with the
largest portion allocated to employee salaries
and benefits.

Figure 9: Expense (Million Birr)
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Profitability

The Bank concluded the year withacomprehensive
income of Birr 104.36 million, a significant
turnaround compared to previous losses.

Below is a summary of income and expenses for
the period, with further information available in
the Bank’s annual income statement.

Figure 10: Profitability (Million Birr)

® Actual 202324
W Actual 2022/23

Total Income lotal Expenses Orther lotal Comprehensive

Comprehensive  Income for the year
Income, Net of Tax

Total Asset

As of June 30, 2024, total assets amounted to
Birr 6.18 billion, reflecting a 75% growth.

Figure 11: Total Assets (Million Birr)

6,180.7
M202223 FY
= 202324 FY
35239
Total Asset

In terms of category, net outstanding loans,
advances, and IFB financing to customers totaled
Birr 2.57 billion, while Birr 1.22 billion was utilized
for the acquisition of debt and securities.
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Figure 12: Total Assets by Category (Million Birr)
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Equity of the Bank

Paid-up capital reached Birr 1.17 billion, reflecting
a growth rate of 7.4%.

STRATEGIC INITIATIVES
Human Resources

With 768 permanent employees, the Bank has
implemented comprehensive training programs
to enhance staff skills and foster a culture of
excellence.

Risk Management and Internal Audit

A robust risk management framework is in place,
focusing on identifying and mitigating risks, while
internal audits ensure compliance and efficiency.
Information Technology

The Bank made significant strides in IT, including
implementing key banking systems, enhanced
security protocols, and establishing a Digital
Banking Help Desk.

Marketing and Corporate Governance

The Bank executed various marketing initiatives
to boost its brand visibility and conducted regular
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Board of Directors meetings to ensure strong
governance practices.

Corporate Social Responsibility

Tsehay Bank engaged in multiple initiatives
supporting national projects, tree planting, and
community development.

FUTURE OUTLOOK

Looking ahead, Tsehay Bank is committed to
operational efficiency, cost-effectiveness, and
profitability. By harnessing internal strengths and
adapting to changes, the Bank aims to continue
delivering exceptional value to stakeholders.

ACKNOWLEDGMENTS

The Board of Directors and Executive
Management express heartfelt gratitude to
customers, shareholders, and employees for
their unwavering support, which has been crucial
to the Bank’s success.

THE BOARD OF DIRECTORS
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Report of Shariah Advisory Committee
(June 30, 2024)

In carrying out the roles and responsibilities as a sharia Advisory Committee (SAC) for
Tsehay Bank Fajr Interest Free Banking Service Under the sharia rules and Principles,
National Bank of Ethiopia (NBE) Directives, Charter of the Shariah Advisory committee
as well as Policy and Procedure of the bank, we hereby submit the committee report
for the Financial Year ended June 30,2024

The committee has overseen the Bank’s Interest Free Banking (“IFB”) widow
service at IFB windows and dedicated |IFB Branches. In the period under review,
the committee has held successive regular and extraordinary meetings to effectively
fulfill its responsibilities. It has reviewed the Bank’s IFB products, financing contracts,
terms and conditions, etc. also issued fatwas(rulings) on all shariah related matters
referred to it by the Bank. The committee has duly given feedbacks and directions to
the management and staff of the Bank on the matters requiring their attention.

The management of the Bank is responsible for ensuring that the Bank undertake
its IFB business in manner consistent with Islamic law or Shariah principles. It is our
responsibilities to form an independent opinion as to whether the Bank has complied
with the Shari’ah rules, principles and with the specific fatwas or shariah decisions made
by us. Our opinion is primarily based on the reviews of regular reports and relevant
documentation’s, the Bank operation, and explanations given by the management.

Finally, the committee confirms that Tsehay Fajr’s financial and retail activities strictly
followed Sharia rules and Principles throughout the fiscal year ended June 30, 2024

Oy T _.,.MZX- Y

Sh’. Mohammedzein Zehredin Dr. Mohamed |brahim Sh’. Ibrahim Hassen

Chairperson of Shariah Shariah Advisory Shariah Advisory
Advisory Committee Committee Member Committee Member
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TSEHAY BANK SHARE COMPANY
DIRECTORS, PROFESSIONAL ADVISORS AND

REGISTERED OFFICE
Board of Directors (as of 30 June 2024) Date of Approval
Tadesse Ayenew Board Chairperson April 02, 2024
Birhanu Tiruneh Board Deputy Chairperson April 02, 2024
Tadie Kassa Board Director April 02, 2024
Kassa Lisanework Board Director April 02, 2024
Balew Mersha Board Director April 02, 2024
Shimels Tequameberhan Board Director April 02, 2024
Deksios Bezabih Board Director April 02, 2024
Bewketu Alamirew Board Director April 02, 2024
Mengistu Walelegn (PhD) Board Director April 02, 2024
Dagmawi Alehegn Board Director April 02, 2024
Haimanot Amare Board Director April 02, 2024

Executive Managements (as of 30 June 2024)

Yared Mesfin Chief Executive Officer November 08, 2021
Mengistu Shimles Chief Strategy & Marketing Officer March 23, 2022
Samuel Tadesse Chief Banking Operation Officer March 23, 2022
Wossen Alemye Chief Information System Officer March 23, 2022
Berihun Desta D/Chief Corporate Service Officer March 16, 2023

Sharia Advisory Committee
Mohamedzain Zehredin (Sheikh)
Ibrahim Hassen (Sheikh)
Mohammed Ibrahim (Dr.)

Corporate Registered Office
Kirkos Sub-City Wereda 4
Meaza Desalegn Building
info@tsehaybank.com.et

www.tsehaybank.com.et e
Tel+251 11 470 6268 /+251 11 470 5273 -

P.O. Box 2506 (7
Addis Ababa, Ethiopia :
SWIFT Code: TSCPETAA

Company Secretary
Tsehay Bank S.C.

P.O Box 2506, Tel+251-114-706152
Addis Ababa,

Ethiopia
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TSEHAY BANK SHARE COMPANY
STATEMENT OF DIRECTORS’ RESPONSIBILITIES

Independent auditor

TMS Plus

Tafesse, Shisema and Ayalew Cetified Audit Partnership Chartered Certified Accountant
(UK) and Authorised Auditors (Ethiopia)

Memebr Firm of HLB International (The Global Advisory and Accounting Network)
Tel- 251-118-961752/ 116-180638

Mob. 251-911-229425/ 930-034356/ 930-034357

Fax 251-116-621270/60

E-mail: tafessef(@gmail.com/ tafessef@hotmail.com

Pobox. 110690 Addis Ababa, Ethiopia

Actuaries

QED Employee Benefits Consulting (pty)Ltd
Ist Floor, The Bridle, Hunts End Office park
38 Wierda Road West, Wierda Valley
Sandton, 2196, Johannesburge, South Africa

P.0.BOX 413313, Craighall 2024
Johannesburge, South Africa
www.qgedact.com

Correspondent Banks

Aktif Bank of Turkey Aktif Bank Genel Mudurluk Apt. No:8/1
Sisli/Istanbul /Turkey Swift code CAYTTRIS

Africa Export Import Bank Head Quarte Cairo Egypt Swift code
AFXMEGCA

Bank of Beirut(Uk) Ltd Head Quarte 66 Cannon Street, London Swift

code 'CAYTTRIS

CAC International Bank Immeuble Dar Al-Karam,Ruede Marseille,
Djibouti city, Swift code CACDDJJD

Exim Bank Djibouti S.C Batiment Ougoul, P.O.Box 4455, Avenue
Mohamed Farah Dirir, Djibouti
Equity Bank Kenya LTD Equity Center, Hospital Road, Upper Hill.
P.O.Box 75104-00200 Nairobi, Kenya
East Africa Place du 27 Juin, P.O.Box 2022, Djibouti,
. Renublie of Djibouti Swift code EABDDJJD
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TSEHAY BANK SHARE COMPANY
STATEMENT OF DIRECTORS’ RESPONSIBILITIES

TSEHAY BANK SHARE COMPANY
STATEMENT OF DIRECTORS’ RESPONSIBILITIES

In accordance with the Banking Business Proclamation No. 592/2008, the National Bank of
Ethiopia (NBE) may direct the Bank to prepare financial statements, whether their
designation changes or they are replaced, from time to time. Also, the Financial Reporting
Proclamation No. 847/2014 requires the Bank to prepare its financial statements in
accordance with the International Financial Reporting Standards (IFRS) as issued by the
International Accounting Standards Board (IASB) and in the manner required by the
Commercial Code of Ethiopia of 2021.

The Board of Directors are responsible for the preparation and fair presentation of the
financial statements of Tsehay Bank S.C, comprising the statement of financial position as at
30 June 2024, statements of profit and loss and other comprehensive income, statement of
changes in equity and statement of cash flows for the year ended 30 June 2024 and the notes
to the financial statements, which include a summary of significant accounting policies and
other explanatory notes, in accordance with International Financial Reporting Standards
(IFRS).

To enable the Directors to meet those responsibilities, the Board of Directors (the "Board")
and management sets standards and management implements systems of internal control,
accounting and information systems aimed at providing reasonable assurance that assets are
safeguarded and the risk of error, fraud or loss is reduced in a cost-effective manner. These
controls, contained in established policies and procedures, include the proper delegation of
responsibilities and authorities within a clearly defined framework, effective accounting
procedures and adequate segregation of duties.

To their best knowledge and belief, based on the above, the Directors are satisfied that no
material breakdown in the operation of the systems of internal control and procedures has
occurred during the year under review. The Directors have reviewed the performance and
financial position of the Bank to the date of signing of these financial statements and its
prospects based on prepared budgets, and are satisfied that the Bank is a going concern and,
therefore, have adopted the going concern assumption in the preparation of these financial
statements.

Approval of the annual financial statements

The financial statements on pages 7 to 94 were approved by the Board of Directors on
October 21, 2024 in accordance with Bank Corporate Governance Directive No.
SBB/91/2024 of National Bank of Ethiopia.

Signed on behalf of the Board of Directors by:

Tadesse Ayenew Yared Mesfin

Chairperson of Board of Directors Chief Executive Officer

Stgﬁe%qm] lssued on this date of 21 Gciober 2024
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TSEHAY BANK SHARE COMPANY
STATEMENTS OF PROFIT OR LOSS AND OTHER COMPREHENSIVE
INCOME FOR THE YEAR ENDED JUNE 30, 2024

(In Ethiopian Birr)

Notes 30 June 2024 30 June 2023
Interest Income 5 327,508,270 66,923,672
Interest Expense 6 (159,294,685) (35,775,141)
Net Interest Income 168,213,585 31,148,531

Impairment losses on loans and Advances 12 (14,731,320) (11,102,421)
Net Interest Income after Impairment losses 153,482,265 20,046,109
Non-Interest Income 7 445,009,074 25,211,735
Non-Interest Expense 8 (779,961,260 ) (531,677,162)
Loss before tax (181,469,922) (486,419,318)
Income Tax Recoverable 9 74,564,809 152,801,060
Loss after tax (106,905,113) (333,618,258)
Other Comprehensive Income
Items that will never be reclassified
Subsequently to profit or loss:
Re-measurement gain (loss) on employee 17
benefit obligation (807,000) (3,879,000)
Galn (Loss) arising from measurement equity 1 302,622,432 247,905,780
instrument at fair value
INel2e Y (90,544,630) (73,208,034)
Other Comprehensive Income, net of tax 211,270,802 170,818,746
Total Comprehensive Income for the year 104,365,689 (162,799,512)
The accompanying notes are an integral part of these financial statements.
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TSEHAY BANK SHARE COMPANY

STATEMENTS OF FINANCIAL POSITION

AS AT 30 JUNE 2024
(In Ethiopian Birr)
Notes 30 June 2024 30 June 2023
Assets
Cash and Cash Equivalent 10 997,798,599 789,557,561
Debt & Equity securities 11 1,220,278,840 556,390,158
Loans, Advances, and IFB Financing to Customers, net 12 2,509,102,143 1,056,988,049
Property, Plant and Equipment, net 13,a 361,919,521 356,759,144
Intangible Asset, net 13,b 3,144,910
Right of Use Assets, net 14 345,194,452 371,908,688
Other Assets 15 742,385,189 392,296,299
Total Assets 6,179,823,654 3,523,899,900
Equity and Liabilities
Liabilities
Deposits Due to Other Banks 16 423,423,408 100,105,290
Customers' Deposits 16 3,924,676,747 2,202,440,151
Finance Lease Obligations 14 150,659,725 152,116,195
Employee Benefits 17 12,943,160 4,343,000
Other Liabilities 18 365,308,979 60,258,634
Deferred Tax Liabilities 9 170,994,139 72,638,180
Total Liabilities 5,048,0006,158 2,591,901,450
Equity
Share Capital 19 1,168,769,250 1,087,773,650
Retained Earning 20 (446,899,813) (339,994,700)
Regulatory Impairment Reserve 22 27,858,511 13,400,754
Other Reserve 23 382,089,548 170,818,746
Total Capital 1,131,817,496 931,998,450
Total Liability and Equity 6,179,823,654 3,523,899,900

The accompanying notes are an integral part of these financial statements.
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TSEHAY BANK SHARE COMPANY
STATEMENTS OF CASH FLOWS
FOR THE YEAR ENDED 30 JUNE 2024

(In Ethiopian Birr)

30 June 2024 30 June 2023
CASH FLOWS FROM OPERATING ACTIVITIES
Loss for the period before tax recoverable (181,469,922) (486,419,318)
Add:
Depreciation Expense-ROU 8 98,179,935 64,139,478
Depreciation Expense-PPE 8 52,904,974 29,322,903
Finance Costs 8 9,006,477 7,131,010
Impairment Losses on Financial Assets 12 17,238,827 7,131,010
Impairment loss on PPE 13 12,400
Interest Income — Accrued 5 (68,177,266) (23,977,143)
Interest expense — Accrued 6 22,798,048 8,182,778
(49,506,527) (386,109,899)
Movement in Working Capital:
Change in Receivables 15 (216,173,629) (59,798,725)
Change in Other Assets 15 (31,981,695) 2,473,826
Change in Tax and Pension Payable 18 2,563,832 12,623,647
Change in Other Payables 18 157,823,365 31,890,034
Increase in Financing to Customers 12 (1,408,360,590) (1,039,374,010)
Increase in Depositor's Balance 16 2,045,554,714 2,302,545,441
Borrowing 131,743,260
Net Cash Inflow/Used from/in Operating Activities 631,662,731 864,250,313
CASH FLOWS FROM INVESTING ACTIVITIES
Payments for Property, Plant and Equipment 13 (57,777,549) (272,279,371)
Cash Paid to Office Building rent 14 (80,089,669) (239,906,448))
Cash Paid to Software Acquisition 13 (25,957,264) (108,281,772)
Investment in Debt & Equity Securities 11 (338,496,453) (302,177,250)
Net Cash Used in investing Activities (502,320,935) (922,644,841)
CASH FLOWS FROM FINANCING ACTIVITIES
Issue share capital 19 80,995,600 353,804,650
Cash (Paid)/ Received to/from Prospective Shareholders 18 (2,085,000) (880,000)
Net cash inflow from financing activities 78,910,600 352,924,650
Increase (decrease) in cash and cash equivalents 208,252,396 294,530,123
Cash and cash equivalents at the beginning 10 789,590,564 495,060,441
Cash and cash equivalents at the end of the year 997,842,959 789,590,564
Cash and Cash Equivalents comprise
Cash at Bank _~ ., 352,925,784 245,683,964
Cash at Cel}t’ral ﬁaﬁ( @TB‘E) 414 852, 8_:1.0 “ 413,984,182
Cash on Hand 4.1.1',!':- | - 230864 3;‘:5" 1129,922,417
Cash and Qﬁﬂ'-sh‘ﬁpuvﬁ-lpn‘ts \% 10 99l3 8{2 gy 789,590,564

The J’MPaﬂ‘ylﬁg notes are an mtegrm nexi ofihese fi nanczafss;t\atémcnts
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TSEHAY BANK SHARE COMPANY
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2024

1. REPORTING ENTITY

Tsehay Bank S.C. (“Tsehay” or the “Bank”) is a public owned share company domiciled in
Ethiopia. The Bank was established on 04 February 2022 in accordance with the licensing and
supervision of Banking Business Proclamation No. 84/1994 (as amended by 592/2008) and the
Commercial Code of Ethiopia proclamation no. 1243/2021. Currently the Bank has 91 branches in
Addis Ababa and other cities. The Bank’s registered office is at:

Meaza Desalegn Building

Sierra Leone Av, Kirkos Sub-city, Woreda 04,

Addis Ababa, Ethiopia

P.O. Box 2506

The Bank is principally engaged in the provision of a diverse range of financial products and
services to corporate, retail and SME clients based in the Ethiopian market.

2. BASIS OF PREPARATION

The Bank’s financial statements have been prepared in accordance with the International Financial
Reporting Standards (“IFRS”) as issued by the International Accounting Standards Board (“IASB”)
including interpretations issued by the IFRS Interpretations Committee. Additional information
required by the national regulations is included where appropriate.

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

The financial statements have been prepared on the going concern basis under the historical cost
concept. All values are rounded to the nearest thousands, except when otherwise indicated. The
financial statements are presented in Ethiopian Birr (ETB).

The preparation of financial statements in conformity with IFRSs requires the use of certain critical
accounting estimates. It also requires management to exercise its judgment in the process of
applying the Bank’s accounting policies. Changes in assumptions may have a significant impact on
the financial statements in the period the assumptions change. Management believes that the
underlying assumptions are appropriate and that the Bank's financial statements therefore present
the financial position and results fairly. The areas involving a higher degree of judgment or
complexity, or areas where assumptions and estimates are significant to the financial statements are
disclosed.

2.1. Going concern

The financial statements have been prepared on a going concern basis. The management has no
doubt that the Bank will remain in existence for the next 12 months. In making this assessment, the
Directors have considered a wide range of information relating to present and future conditions,
including future projections of profitability, cash flows, capitai requirements and capital resources.
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TSEHAY BANK SHARE COMPANY
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2024

2.2 Changes in accounting policies and disclosures
a. New Standards, amendments, interpretations issued, effective and adopted during the year

There were no new accounting standards or interpretations that had a significant effect on the Bank.
Accounting policies have been consistently applied. However, the followings new accounting
standards or interpretations were implemented during the year.

New Standards or amendments Effective for annual periods
beginning on or after
Amendments to [AS 8 - Definition of Accounting Estimates 1-Jan-23

Amendments of IAS 1 and IFRS Practice statement 2 -
Disclosure of Accounting Policies 1-Jan-23

Amendments to IAS 12 - Deferred Tax related to Assets
and Liabilities arising from a single transaction 1 January

1-Jan-2
2023 Jan-23
b. New standards, amendments and interpretations issued but not effected for the reporting
period
New standards or amendments Effective for annual periods

beginning on or after

Supplier Finance Arrangements (Amendment to IAS 7

and IFRS 7) 1 Janaury 2024
Lease Liability in a Sale and Leaseback (Amendment
to IFRS 16) 1 Janaury 2024

Classification of Liabilities as Current or Non-
Current (Amendment to IAS 1)

Non-current Liabilities with Covenants (Amendment
10 IAS 1) 1 Janaury 2024

1 Janaury 2024

Lack of Exchangeability (Amendment to IAS 21) 1 Janaury 2024

Management is of the view that the adoption of these standards, amendments and
interpretations will not have a significant effect on its financial statements when they become
effective. And also, the Bank does not plan to adopt these standards early. Furthermore, the
directors are of the opinion that the impact of the application of the remaining Standards and
Interpretations will be as follows:

Supplier Finance Arrangements (Amendment to IAS 7 and IFRS 7)

The existing standards had limitation to address important information needs of users to
understand the effects of supplier finance arrangements on an entity’s financial statements The
Amendments require entities to provide certain specific disclosures (qualitative and
quanmat-we)‘related to supplier finance arrangements. The Amendmﬁn.ts also provide guidance
c?em chaﬂdegsﬁ«cs of supplier finajice arrangements and to compt re one ent‘“fy with another.

ﬁﬂmentd are to be applied retrospectlvely from the
“%ss.éss"ffleﬂft)f the impact of this adoptlon
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TSEHAY BANK SHARE COMPANY
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2024

Lease Liability in a Sale and Leaseback (Amendment to IFRS 16)

The existing IFRS 16 did not contain specific measurement requirements for lease liabilities
that may contain variable lease payments arising in a sale and leaseback transaction.

The Amendments provide a requirement for the seller-lessee to determine ‘lease payments’ or
‘revised lease payments’ in a way that the seller-lessee would not recognise any amount of the
gain or loss that relates to the right of use retained by the seller-lessee.

This amendment may not have material effects on the Bank’s financial statements; however,
the amendment is to be applied retrospectively from the effective date and the Bank will make
an assessment of the impact of this adoption.

Classification of liabilities as current or non-current (Amendments to IAS 1)

Under existing IAS 1 requirements, companies classify a liability as current when they do not
have an unconditional right to defer settlement of the liability for at least twelve months after
the end of the reporting period. As part of its amendments, the Board has removed the
requirement for a right to be unconditional and instead, now requires that a right to defer
settlement must have substance and exist at the end of the reporting period.

There is limited guidance on how to determine whether a right has substance and the
assessment may require management to exercise interpretive judgement.

The existing requirement to ignore management’s intentions or expectations for settling a
liability when determining its classification is unchanged.

The amendments are to be applied retrospectively from the effective date. The Bank will make
an assessment of the impact of this adoption.

Non-current Liabilities with Covenants (Amendment to IAS 1)

IAS 1 addressed requirements related to the determination of the existence of a right at the end
of the reporting period to defer settlement of a liability for at least twelve months after the
reporting period. The existing standard provided that if an entity’s right to defer settlement for
at least twelve months is subject to the entity complying with specified conditions within that
period (e.g. a covenant test six months after the reporting date), the right to defer settlement for
twelve months exists at the end of the reporting period only if the entity complies with those
conditions at the end of the reporting period. Several concerns were raised about the outcome
of these requirements.

Thus, the new amendment provides clarity to several issues related to the classification of loans
with covenants as current or non-current. The amendments also provide clarification on the
meaning of ‘settlement’ for the purpose of classifying a liability as current or non-current.

The amendments are to be applied retrospectively from the effective date. The Bank will make
an assessment of the impact of this adoption.

Lack of Exchangeabilizy (Amendment to IAS 21)

—
P - "'-..

The amendmeit toE'IASﬂ}Al ‘concerns updates” introduced regarding ho "';: ,.detcn,pme the
exchange ratellwhe]}‘- 1£ge| 1s a long-term lack of éxchangeaolhty, which W pfewoubiy ‘not
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TSEHAY BANK SHARE COMPANY
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2024

an assessment of the impact of this adoption.

Finally, the Bank does not plan to adopt these standards early, all standard changes not
explicitly mentioned do not have a significant impact on the Bank’s financial statements at
present.

2.3. Basis of measurement

The financial statements have been prepared on the historical cost basis, except for the
following significant items:

i. The liability for defined benefit obligation is recognized as the present value of the defined
obligation, plus unrecognized actuarial gains less unrecognized past service cost and
unrecognized actuarial losses.

ii. Equity instruments designed at fair value through other comprehensive income.
2.4 Foreign currency translation
a) 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 presentation currency of the Bank is the Ethiopian Birr (ETB).

b) Transactions and balances

Transactions in foreign currencies are translated into the Bank functional currency at the spot
exchange rate at the date of the transaction.

Monetary assets and liabilities denominated in foreign currencies at the reporting date are
translated into the functional currency at the spot exchange rate at that date. The foreign
currency gain or loss on monetary items is the difference between the amortized cost in the
functional currency at the beginning of the year, adjusted for effective interest and payments
during the year, and the amortized cost in the foreign currency translated at the spot exchange
rate at the end of the year.

Non-monetary assets and liabilities that are measured at fair value in a foreign currency are
translated into the functional currency at the spot exchange rate at the date on which the fair
value is determined. Non-monetary items that are measured based on historical cost in a foreign
currency are translated using the spot exchange rate at the date of the transaction.

Translation differences on non-monetary.{inancial-assets and liabilities such as equities held at
fair Valu’e @ﬁgéagh profit or loss are regbgnised in profit or loss as p 7 ﬂﬁe“hlr value gain or
loss. Trans ndqfferences on non-inonetary financial assets m dsuted at-fair value, such as
equit, e&clé *ﬂeql as FVTOCI, are 1ncluded in other comprehensiyé: 1§\c_lofne 3 _

L o o | |\.-' J
The ﬁ a] I@ﬁ&tement is presented in b‘fhmpl?r\ Bir (“ETB”), whiic aLH_the,,B_anL s functional
currency~The loans granted and liabilities contracted are in Ethizpian Blr:r which is the
currency that predominates in the economic environment where the Bank operates. Similarly,
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the main cash flows for settled goods and services, taxes and other obligations are in Ethiopian
Birr.

2.5 Use of judgments and estimates

The preparation of financial information requires the use of estimates and judgements about
future conditions. In views of the inherent uncertainties and the high level of subjectivity
involved in the recognition or measurement of items, highlighted as the ‘critical accounting
estimates and judgements’ in section 3 below, it is possible that the outcomes in the next
financial year could differ from those on which management’s estimates are based. This could
result in materially different estimates and judgements from those reached by management for
the purposes of these financial statements. Management’s selection of the Bank accounting
policies that contain critical estimates and judgements reflects the materiality of the items to
which the policies are applied and the high degree of judgement and estimation uncertainty
involved.

Impairment losses on loans and advances

The estimation of potential credit losses is inherently uncertain and depends upon many factors,
including general economic conditions, changes in individual customer's circumstances,
structural changes within industries that alter competitive positions and other external factors
such as legal and regulatory requirements.

Impairment is measured for all accounts that are identified as non-performing. All relevant
considerations that have a bearing on the expected future cash flows are taken into account
which include but are not limited to future business prospects for the customer, realisable
values of securities, the Bank's position relative to other claimants and the existence of any
court injunctions placed by the borrower. Subjective judgments are made in this process of
cash flow determination both in value and timing and may vary from one person to another and
team to team. Judgments may also change with time as new information becomes available.

The Bank reviews its loans and advances at each reporting date to assess whether an allowance
for impairment should be recognized in profit or loss. In particular, judgment by the Directors
is required in the estimation of the amount and timing of future cash flows when determining
the level of allowance required. Such estimates are based on the assumptions about a number of
factors and actual results may differ, resulting in future changes in the allowance.

Fair value measurement of financial instruments

When the fair values of financial assets and financial liabilities recorded in the statement of
financial position cannot be measured based on quoted prices in active markets, their fair value
is measured using valuation techniques including the discounted cash flow (DCF) model. The
inputs to these models are taken from observable markets where possible, but where this is not
feasible, a degree of judgement is required-ii Atabhshlng fair values. Judgements include
con51derat10ns of-.inputs such as liguidity risk; “credit risk an ‘:'GTZ‘L‘ILLIY Changes in
assum'ptlon% "E(Yi?g} these factors could affect the reported fair valpe’ of finan cidl 1nstruments

See Note 41.1!;;& furthcfr disclosures.
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Depreciation and carrying value of property and equipment

The estimation of the useful lives of assets is based on the management judgement. 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.

IFRS 16 leases

The application of IFRS 16 requires the Bank to make judgments that affect the valuation of
the lease liabilities and the valuation of right-of-use assets. These include: determining
contracts in scope of IFRS 16, determining the contract term and determining the interest rate
used for discounting of future cash flows.

The lease term determined by the Bank generally comprises the non-cancellable period of lease
contracts, periods covered by an option to extend the lease if the Bank is reasonably certain to
exercise that option and periods covered by an option to terminate the lease if the Bank is
reasonably certain not to exercise that option.

The Bank will continue to monitor these assumptions in the future as a result of a review of the
industry practice and the evolution of the accounting interpretations in relation to estimation of
the lease terms.

The present value of the lease payment is determined using the discount rate representing the
rate of nominal interest rate the Bank pays to depositors of savings accounts. The expenses
relating to leases for which the Bank applied the practical expedient described in IFRS 16
(leases with the contract term of less than 12 months) are recognized in profit or loss.

Taxes

Uncertainties exist with respect to the interpretation of complex tax regulations, changes in tax
laws, and the amount and timing of future taxable income. Given the wide range of
international business relationships and the long-term nature and complexity of existing
contractual agreements, differences arising between the actual results and the assumptions
made, or future changes to such assumptions, could necessitate future adjustments to tax
income and expense already recorded. The amount of such provisions is based on various
factors, such as experience of previous tax audits and differing interpretations of tax regulations
by the taxable entity and the responsible tax authority.

Deferred tax assets are recognized for unused tax losses to the extent that it is probable that
taxable profit will be available against which the losses can be utilized. Significant Directors
judgement is required to determine the amount of deferred tax assets that can be recognized,
based upon the likely timing and the level of future taxable profits together with future tax
planning strategies.

ANNUAL REPORT 2023/24 www.tsehaybank.com.et |&£1:--3043




TSEHAY BANK SHARE COMPANY
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2024

3. SIGNIFICANT ACCOUNTING POLICIES

The accounting policies set out below have been applied consistently to all periods presented in
these financial statements.

(a) Financial assets and financial liabilities-initial recognition and subsequent measurement

(i) Initial Recognition and Measurement

The Bank initially recognizes loans and advances, IFB financing, deposits and debt securities on
the date at which they are originated. All other financial assets and liabilities (including assets
designated at fair value through profit or loss) are initially recognized on the trade date on which
the Bank becomes a party to the contractual provision of the instrument.

A financial asset or liability is initially measured at fair value plus (for an item not subsequently
measured at fair value through profit or loss) transaction costs that are directly attributable to its
acquisition or issue. Subsequent to initial recognition, financial liabilities (deposits and debt
securities) are measured at their amortized cost using the effective interest method.

'Day 1' profit or loss

When the transaction price differs from the fair value of other observable current market
transactions in the same instrument or based on a valuation technique whose variables include
only data from observable markets, the Bank immediately recognises the difference between the
transaction price and fair value (a ‘Day 1’ profit or loss) in ‘Other operating income’.

If fair value is evidenced by a quoted price in an active market for an identical asset or liability
based on a valuation technique that uses only data from observable markets, then the difference is
recognised in profit or loss on initial recognition (i.e., day 1 profit or loss). In all other cases, the
fair value will be adjusted to bring it in line with the transaction price (i.e., day 1 profit or loss
will be deferred by including it in the initial carrying amount of the asset or liability).

After initial recognition, the Bank recognises the price difference as gain or loss only to the extent
that arises from a change in a factor (including time) that market participants would take into
account when pricing the asset or liability.

(ii) Classification and measurement
Classification and measurement of financial assets

On initial recognition, financial assets which consists debt and equity instruments are
classified into one of the following measurement categories:
* Amortised cost;

= Fair value through ether-eomprehensive income (FVOCH); —
* Fair value through ROt or I@ss (FVTPL); -""- e ol
» Elected at fair/ ‘(f&luqﬁq&gu other comprehensive inegme (equities only); rar - NRE
e 1 2
» Designated at f‘ﬂT]‘-{ | L 3 k_-.,..:._ :
. 'l" " ! "-,' & TR

A financial asset ﬁ\@?&l‘bd at amortlsed cost if 1t nieat< Hath of the follow1r}g_\c_0hdmons and
is not designated as at FVTPL.: Pl
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» The asset is held within a business model whose objective is to hold assets to collect
contractual cash flows; and

» The contractual terms of the financial asset give rise on specified dates to cash flows that
are solely payments of principal and interest (SPPI) on the principal amount outstanding.

A debt instrument is measured at FVOCI only if it meets both of the following conditions and

is not designated as at FVTPL:

» The asset is held within a business model whose objective is achieved by both collecting
contractual cash flows and selling financial assets; and

» The contractual terms of the financial asset give rise on specified dates to cash flows that
are solely payments of principal and interest (SPPI) on the principal amount outstanding.

On initial recognition of an equity investment that is not held for trading, the Bank may
irrevocably elect to present subsequent changes in fair value in OCI. This election is made on
an investment-by-investment basis.

All other financial assets that do not meet the classification criteria at amortized cost or
FVOCI above, are classified as measured at FVTPL.

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

Debt instruments, including loans and debt securities, are classified into one of the following
measurement categories:

= Amortised cost;

= Fair value through other comprehensive income (FVOCI);
= Fair value through profit or loss (FVTPL); or

» Designated at FVTPL

Classification of debt instruments is determined based on:

(1) The business model under which the asset is held; and
(i1) The contractual cash flow characteristics of the instrument.

Business model assessment

Business model assessment involves determining how financial assets are managed in order to
generate cash flows. The Bank’s business model assessment is based on the following
categories:

* Held to colleet=The objective of the business model isto hold assets and coll
cash ﬂows A‘ﬂf?—@ak.es Q.g the asset are incidental to the objective of theghodel: - ..
= Held to col]e ale: Both collecting tontractual cash flows & Ca],ﬁ“s are, mtegral to

¢ L\contractual

.

achievi gﬁhqﬁa@cgves of the business model. 3

‘c\iel“' The business modcl & nelthel held-to-collectifie
l.lﬂ* ;

R coliect and
A

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

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

= How the performance of the portfolio is evaluated and reported to the Bank’s management;

* The risks that affect the performance of the business model (and the financial assets held
within that business model) and how those risks are managed;

= How managers of the business are compensated — e.g. whether compensation is based on
the fair value of the assets managed or the contractual cash flows collected; and

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

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

Assessment whether contractual cash flows is solely payments of principal and interest

The contractual cash flow characteristics assessment involves assessing the contractual
features of an instrument to determine if they give rise to cash flows that are consistent with a
basic lending arrangement. Contractual cash flows are consistent with a basic lending
arrangement if they represent cash flows that are solely payments of principal and interest on
the principal amount outstanding (SPPI).

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

In assessing whether the contractual cash flows are solely payments of principal and interest,
the Bank considers the contractual terms of the instrument. This includes assessing whether
the financial asset contains a contractual term that couid change the timing or.amount of
contractual cash ﬂov@rfsﬁcl} that it would not méet this conditien. In making.the asséssinent,
the Bank consu}érs‘ o b ey '

= Contingent el'xeﬂjs ﬂuﬂ"'WStuld change the amoum and timing of cash flows;s _\ misan:

= Leverage featured¥ san® 4 : \ S

* Prepayment and eXtension terms; o S

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

The Bank holds a portfolio of long-term fixed rate loans for which the Bank has the option
to propose to revise the interest rate at periodic reset dates. These reset rights are limited to
the market rate at the time of revision. The borrowers have an option to either accept the
revised rate or redeem the loan at par without penalty. The Bank has determined that the
contractual cash flows of these loans are solely payments of principal and interest because
the option varies the interest rate in a way that is consideration for the time value of money,
credit risk, other basic lending risks and costs associated with the principal amount
outstanding.

a) Debt instruments measured at amortized cost

Debt instruments are measured at amortized cost if they are held within a business model
whose objective is to hold for collection of contractual cash flows where those cash flows
represent solely payments of principal and interest. After initial measurement, debt
instruments in this category are carried at amortized cost. Interest income on these
instruments is recognized in interest income using the effective interest rate method. The
effective interest rate is the rate that discounts estimated future cash payments or receipts
through the expected life of the financial asset to the gross carrying amount of a financial
asset. Amortized cost is calculated by taking into account any discount or premium on
acquisition, transaction costs and fees that are an integral part of the effective interest rate.

Impairment on debt instruments measured at amortized cost is calculated using the expected
credit loss approach. Loans and debt securities measured at amortized cost are presented net
of the allowance for credit losses in the statement of financial position.

b) Debt instruments measured at FVOCI

Debt instruments are measured at FVOCI if they are held within a business model whose
objective is to hold for collection of contractual cash flows and for selling financial assets,
where the assets’ cash flows represent payments that are solely payments of principal and
interest. Subsequent to initial recognition, unrealized gains and losses on debt instruments
measured at FVOCI are recorded in other comprehensive income (OCI), unless the
instrument is designated in a fair value hedge relationship.

When designated in a fair value hedge relationship, any changes in fair value due to
changes in the hedged risk are recognized in non-interest income in the Statement of Profit
or Loss and Other Comprehensive Income. Upon derecognition, realized gains and losses
are reclassified from OCI and recorded in non-interest income in the Statement of Profit or
Loss and Other Comprehensive Income on an average cost basis.

o - . - ""\.H
Foreign exghgn@éhggiﬂ} a{:d losses that relate to the amortized cost of flie delit mstrament
are reco gn(zefd.- iﬁﬂgﬁsrﬁter‘lnent of Profit or Los¢ and Otlier Comprehenfivé/Ingoirie’, - .|
= | "4 A B
L \ﬁ;"_u i LA &?:':II_.: |
Premiums, Tﬁg uiﬁs@ﬁd,—telated transactiorh.costs are amortized overthe\EXpeticd life of

the instrumeént f0*'Interest income in the Statémient of Profit omLoss—and: Other

Comprehensive Income using the effective interest rate method. —
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Impairment on debt instruments measured at FVOCI is calculated using the expected credit
loss approach. The allowance for credit losses on debt instruments measured at FVOCI does
not reduce the carrying amount of the asset in the Statement of Financial Position, which
remains at its fair value. Instead, an amount equal to the allowance that would arise if the
assets were measured at amortised cost is recognized in OCI with a corresponding charge to
Provision for credit losses in the Statement of Profit or Loss and Other Comprehensive
Income. The accumulated allowance recognized in OCI is recycled to the Statement of
Profit or Loss and Other Comprehensive Income upon derecognition of the debt instrument.

¢) Debt instruments measured at FVTPL
Debt instruments are measured at FVTPL if assets:

1) Are held for trading purposes;
i1) Are held as part of a portfolio managed on a fair value basis; or
i11) Cash flows do not represent payments that are solely payments of principal and interest.

These instruments are measured at fair value in the Statement of Financial Position, with
transaction costs recognized immediately in the Statement of Profit or Loss and Other
Comprehensive Income as part of non-interest income. Realized and unrealized gains and
losses are recognized as part of non-interest income in the Statement of Profit or Loss and
Other Comprehensive Income.

d) Debt instruments designated at FVTPL

Financial assets classified in this category are those that have been designated by the Bank
upon initial recognition, and once designated, the designation is irrevocable. The FVTPL
designation is available only for those financial assets for which a reliable estimate of fair
value can be obtained.

Financial assets are designated at FVTPL if doing so eliminates or significantly reduces an
accounting mismatch which would otherwise arise.

Financial assets designated at FVTPL are recorded in the Statement of Financial Position at
fair value. Changes in fair value are recognized in non-interest income in the Statement of
Profit or Loss and Other Comprehensive Income.

Equity instruments
Equity instruments are classified into one of the following measurement categories:

= Fair value through profit or loss (FVTPL); or
= Elected at fair value through other comprehensive income (FVOCI).

a) E%ull_tel instruments measured at FVTPL T

Eqult };Istr«tjqn“ems are measured at FVTPL, uniess an electi n'xs:en’lad.e o des1gnate them at

|'FN n purchase, with transaction costs recognized ifis dlé‘tel ih 'the Statement of
on p g y

"prg,ﬁt ofTosyand other comprehensive income:as part of no ,,m ernfis ncome. Subsequent to
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initial recognition the changes in fair value are recognized as part of non-interest income in
the Statement of Profit or Loss and Other Comprehensive Income.

b) Equity instruments measured at FVOCI

At initial recognition, there is an irrevocable option for the Bank to classify non-trading
equity instruments at FVOCI. This election is used for certain equity investments for
strategic or longer-term investment purposes. This election is made on an instrument-by-
instrument basis and is not available to equity instruments that are held for trading
purposes.

Gains and losses on these instruments including when derecognized/sold are recorded in
OCI and are not subsequently reclassified to the Statement of Profit or Loss and Other
Comprehensive Income. As such, there is no specific impairment requirement. Dividends
received are recorded in Interest income in the Statement of Profit or Loss and Other
Comprehensive Income. Any transaction costs incurred upon purchase of the security are
added to the cost basis of the security and are not reclassified to the Statement of Profit or
Loss and Other Comprehensive Income on sale of the security.

Reclassifications

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

Classification and measurement of financial liabilities

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

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

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

(iii) Derecognition
Financial assets:

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

- -, 4 —
On derecognition” oﬁ.ﬂuﬂ‘igaﬁqial asset, the diffgrence between: the carryinggmount (?fj‘the
asset (or the caﬁyi'n%?ﬁouﬁt Eiﬁllocated to the portion:of thie asset derecogni fed) :afla the sum
of (i) the con 'cﬁr:_atlgﬂdceivcj:d (including any.new asset obtained less Jggfj,{'__ liability
assumed) and 'iﬁhy:b‘_t'?niﬁiatjve gain or loss thaf*had been recognized in QCINB 1G¢ hized
in profit or loss.\\\_ par® s + Sl .

-
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Any cumulative gain/loss recognized in OCI in respect of equity investment securities
designated as at FVOCI is not recognized in profit or loss on derecognition of such
securities. Any interest in transferred financial assets that qualify for derecognition that is
created or retained by the Bank is recognized as a separate asset or liability.

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

Financial liabilities:

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

(iv) Modifications of financial assets and financial liabilities
Financial assets

If the terms of a financial asset are modified, the Bank evaluates whether the cash flows of
the modified asset are substantially different. If the cash flows are substantially different,
then the contractual rights to cash flows from the original financial asset are deemed to have
expired. In this case, the original financial asset is derecognized and a new financial asset is
recognized at fair value.

If the terms of a financial asset were modified because of financial difficulties of the
borrower and the asset was not derecognized, then impairment of the asset was measured
using the pre-modification interest rate.

Financial liabilities

The Bank derecognizes a financial liability when its terms are modified and the cash flows
of the modified liability are substantially different. In this case, a new financial liability
based on the modified terms is recognized at fair value. The difference between the carrying
amount of the financial liability extinguished and the new financial liability with modified
terms is recognized in profit or loss.

(v) Offsetting

Financial assets and liabilities are offset and the net amount is presented in the statement of
financial position when, and only when, the Bank has a legal right to offset the amounts and
intents either to settle on a net basis or to realize the asset and settle the liability
simultaneously.

Income and expenses are presented on. a.net basis only when permitted under IFRS, or for

o T
ggrnsam_g losses arising from a group of similar transactions ‘Sﬁ_’en as the Bank’s trading
'l. p—

actrv1t T
‘\%! ' bl = BTN
(vi) Weiﬁ%&? Cogt | measurement W N k-','
1'}' g avt / ' A
Th ortized cost” of a ﬁnan01al asset or financial hablhy ig fhe ‘@mount at which the

financial asset or financial liability is measured at initial recogmition, minus principal
repayments, plus or minus the cumulative amortization using the effective interest method of

www. tsehaybank.com.et ANNUAL REPORT 2023/24



TSEHAY BANK SHARE COMPANY
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2024

any difference between the initial amount recognized and the maturity amount, minus any
reduction for impairment.

(vii) Fair value measurement

Fair value is the price that would be received to sell an asset or paid to transfer a liability in
an orderly transaction between market participants at the measurement date in the principal
or, in its absence, the most advantageous market to which the Bank has access at that date.
The fair value of a liability reflects its non-performance risk.

When available, the Bank measures the fair value of an instrument using the quoted price in
an active market for that instrument. A market is regarded as active if transactions for the
asset or liability take place with sufficient frequency and volume to provide pricing
information on an ongoing basis.

If there is no quoted price in an active market, then the Bank uses valuation techniques that
maximize the use of relevant observable inputs and minimize the use of unobservable inputs.
The chosen valuation technique incorporates all of the factors that market participants would
take into account in pricing a transaction.

There is no active market or observable prices to measure the Bank’s financial assets or
financial liabilities at fair value. Fair value of financial assets and financial liabilities is
determined at each reporting date for disclosure in the financial statement purposes only.

(viii) Impairment

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

The Bank recognizes loss allowances for ECL on the following financial instruments that are
not measured at FVTPL:

= Financial assets that are debt instruments;
= [ ease receivables;

» Financial guarantee contracts issued; and
» Loan commitments issued.

No impairment loss is recognized on equity investments.

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:

= Debt investment securities that are determined.to have low credit risk at the reporting date;
and -

= QOther fman@lﬁlflqstru{lnents (other than lease receivebles) on whi
1ncreaTd- si &;anﬂy since their initial recognition).
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12- Month\EQt'ﬂ“th,e portion of ECL that#ake Trom default en"['s--en d financial

instrument that are possible within the 12 months after the reportifrg~date; Financial

instruments for which a 12-month ECL is recognized are referred to as ‘Stage 1 financial

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

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

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

= For financial assets that are credit-impaired at the reporting date: as the difference between
the gross carrying amount and the present value of estimated future cash flows;

= For undrawn loan commitments: as the present value of the difference between the
contractual cash flows that are due to the Bank if the commitment is drawn down and the
cash flows that the Bank expects to receive; and

= For financial guarantee contracts: the expected payments to reimburse the holder less any
amounts that the Bank expects to recover.

Restructured financial assets

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

= [f the expected restructuring will not result in derecognition of the existing asset, then the
expected cash flows arising from the modified financial asset are included in calculating
the cash shortfalls from the existing asset.

= [f the expected restructuring will result in derecognition of the existing asset, then the
expected fair value of the new asset is treated as the final cash flow from the existing
financial asset at the time of its derecognition. This amount is included in calculating the
cash shortfalls from the existing financial asset that are discounted from the expected date
of derecognition to the reporting date using the original effective interest rate of the
existing financial asset.

Credit-impaired financial assets

At each reporting date, the Bank assesses whether financial assets carried at amortized cost

and debt financial assets carried at FVOCEand finance lease receivables are credit-impaired
T

(referred 10 @ﬁLEStage 3 financial assets’ ). .-“f'f- ; ",

A ﬁnafnqald @ credlt impaired” when oné or more events tha har?e "d detrlmental impact
on the'.,ﬁeﬁ.rrﬂ fmqre cash flows of thg’ ﬁnancral asset have occu edL\

—
]ll. &

Evide\rﬁ'&.ﬂ‘lat a financial asset is credlt 1mpan ¢d includes the follo 1_1g p'Bservaole data:

* Significant financial difficulty of the borrower or issuer; .

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

= [t is becoming probable that the borrower will enter bankruptcy or other financial
reorganisation; or

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

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

In making an assessment of whether an investment in sovereign debt is credit-impaired, the
Bank considers the following factors;

* The market’s assessment of creditworthiness as reflected in the bond yields.

» The rating agencies’ assessments of creditworthiness.

= The country’s ability to access the capital markets for new debt issuance.

= The probability of debt being restructured, resulting in holders suffering losses through
voluntary or mandatory debt forgiveness.

* The international support mechanisms in place to provide the necessary support as
‘lender of last resort’ to that country, as well as the intention, reflected in public
statements, of governments and agencies to use those mechanisms. This includes an
assessment of the depth of those mechanisms and, irrespective of the political intent,
whether there is the capacity to fulfil the required criteria.

Presentation of allowance for ECL in the statement of financial position
Loss allowances for ECL are presented in the statement of financial position as follows:

» Financial assets measured at amortised cost: as a deduction from the gross carrying
amount of the assets;

* Loan commitments and financial guarantee contracts: generally, as a provision;

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

* Debt instruments measured at FVOCI: no loss aliowance is recognised in the statement
of financial Pﬁéi'&rqp Béez{use the carrying amount of these assets is thejz m""_l?'_'va‘}u?.
However, the loss-al Q@g’no.le is disclosed and is recognised in the fair valye reserve.: .

L (92 - S ET A\

Write-off 23880, | \oa
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Loans and debt 1_1r_'1‘hesf’are written off (either paitaily or in full) when-thereiis no

realistic prospect of recovery. This is generally the case when the Bank determiiies that the

borrower does not have assets or sources of income that could generate sufficient cash
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flows to repay the amounts subject to the write-off. This assessment is carried out at the
individual asset level.

Recoveries of amounts previously written off are included in ‘impairment losses on
financial instruments’ in the statement of profit or loss and OCI.

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

(b) Cash and cash equivalents

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

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

(c¢) Loans and Advances

Loans and advances are non-derivative financial assets with fixed or determinable payments
that are not quoted in an active market and that the Bank does not intend to sell immediately or
in the near term.

Loans and advances in the statement of financial position measured at amortized cost; they are
initially measured at fair value plus incremental direct transaction costs and less fee collected,
and subsequently at their amortized cost using the effective interest method.

(d) Interest Free Banking (IFB) Financing

IFB Financing is non-derivative financial assets with fixed or determinable payments that are
not quoted in an active market and that the Bank does not intend to sell immediately or in the
near term.

IFB Financing in the statement of financial position measured at amortized cost; they are
initially measured at fair value plus incremental direct transaction costs and less fee collected,
and subsequently at their amortized cost using the effective interest method.

(e) Debt and Equity Securities

Debt Securities in the statement of financial position measured at amortized cost; they are
initially measured at fair value plus incremental direct transaction costs, and subsequently at
their amortized cost using the effective interest method.

L —
Equity” ngr;ruﬁtggs ‘des1gnated as at FVOCL The Bank elects to presefit change in the fair value
of certain, est'ﬁqents in equity instruments, that,are not held for radlrfg, m..GCI The election is

madie;)n:as trument-by-instrumerit basis on initial recognitio 1s, 1rrev0r‘ab)
'. A Oy | o = | piiisdn
Fair gﬂﬂfs and losses on such equity instrumnents are nev red&smﬁed to profit or loss

and no impairment is recognized in profit or loss. Dividends are eCogniZ zéd in profit or loss
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unless they clearly represent a recovery of part of the cost of the investment, in which case
they are recognized in OCI. Cumulative gains and losses recognized in OCI are transferred to
retaining earnings on disposal of investment.

(f) Property, Plant and Equipment (PPE)

Property, plant and equipment are tangible assets owned and controlled by the Bank and
expected to be used for more than one accounting period.

i. Initial Recognition

PPE recognized as an asset when it is probable that future economic benefits will flow to the
entity and its cost can be measured reliably. PPE initially recognized at cost, which includes all
costs necessary to get the asset ready for its intended use.

ii. Subsequent Recognition

Subsequent to initial recognition, PPE is either carried at cost less accumulated depreciation
and impairment (the cost model) or measured at fair value less accumulated depreciation and
impairment between revaluations (the revaluation model).

Expenditure incurred subsequently for major services, additions to or replacements of parts of
property, plant and equipment are capitalized if it is probable that future economic benefits
associated with the expenditure will flow to the Bank and the cost can be measured reliably.
Ongoing repairs and maintenance are expensed as incurred and included in profit or loss in the
year.

iii. Depreciation

Depreciation of an asset commences when the asset is available for use as intended by
management. Depreciation is charged to write off the asset's carrying amount over its
estimated useful life to its estimated residual value, using a method that best reflects the
pattern in which the asset's economic benefits are consumed by the Bank. It is generally
recognized in profit or loss.

Residual value for Building and Motor Vehicles are 15% and for other fixed assets of the
Banks are 1% of costs.

Depreciation is not charged to an asset if its estimated residual value exceeds or is equal to it
carrying amount. Depreciation of an asset ceases at the earlier of the date that the asset is
classified as held for sale or derecognized.

Depreciation is charged on the straight-line basis_to-allocate their cost to residual values over

their estimated useful lives as follows:
s ; EI""I.E _.:} i
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Items Depreciation Rate (%) Residual Value (%)
Building 2 15
Hardware and Related Items 20 1
Furniture and fittings — Medium Lived 10 1
Furniture and fittings — Long Lived 5 1
Office & Other Equipment — Short Lived 20 1
Office & Other Equipment — Medium Lived 10 1
Motor vehicles 10 15

Depreciation methods, useful lives and residual values are reviewed at each financial year-end.
If the expectations differ from previous estimates the change is accounted for prospectively as
a change in accounting estimate.

Impairment test are performed on property, plant and equipment when there is an indicator that
they may be impaired. When the carrying amount of an item of property, plant and equipment
is assessed to be higher than the estimated recoverable amount, an impairment loss is
recognized immediately in profit or loss, for assets carried at cost; to bring the carrying amount
in line with the recoverable amount.

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

An item of property, plant and equipment is derecognized upon disposal or when no future
economic benefits are expected from its continued use or disposal.

Any gain or loss arising from the de-recognition of an item of property, plant and equipment,
determined as the difference between the net disposal proceeds, if any, and the carrying
amount of the item, is included in profit or loss when the item is de-recognized.

v. Intangible assets

Intangible assets acquired separately are measured on initial recognition at cost. Following
initial recognition, intangible assets are carried at cost less any accumulated amortisation and
accumulated impairment losses, if any. Internally generated intangibles, excluding capitalised
development costs, are not capitalised and the related expenditure is reflected in profit or loss
in the period in which the expenditure is incurred.

Intangible assets acquired separately are measured on initial recognition at cost. Following
initial recognition, intangible assets are carried at cost less any accumulated amortisation and
accumulated impairment losses, if any. Internally generated intangibles, excluding capitalised
development costs, are not capitalised and the related expenditure is reflected in profit or loss
in the period in which the expenditure is incurred.

Amortization is _calculated using the straiglit-line method to write down the cost of intangible
assets to *t'ﬁ@'ﬁl_rl_fsi'aual values over their/estimated useful lives, as folless: B
;o Py ¢} gt 2 T
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(2) Leases

Lease is a contract, or part of a contract, that conveys the right to use an asset (the underlying
asset) for a period of time in exchange for consideration. This definition is more focused on
who controls the right-of-use asse

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 it conveys the right to control the use of an identified asset
for a period of time in exchange for consideration. Control is conveyed when the bank has the
right to direct the identified asset’s use and to obtain substantially its economic benefits from
that use.

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.

Bank acting as a lessee

A lease liability and corresponding right-of-use asset are recognized at the lease
commencement date, for all lease agreements for which the Bank is a lessee, except for short-
term leases of 12 months or less, or leases of low value assets.

The Bank recognizes a right-of-use asset at cost and a lease liability at the present value of the
lease payments that are not paid at the commencement date. The lease payments are
discounted using the interest rate implicit in the lease; if that rate can be readily determined, or
the Bank’s incremental borrowing rate.

The right-of-use assets are initially measured at cost, which comprises:

e  The amount of the initial measurement of the lease liability,
e Any lease payments made at or before the commencement date, less any lease
incentives,
e  Any initial direct costs incurred by the lessee,
e An estimate of costs to be incurred by the lessee in dismantling and removing the
underlying assets or restoring the site on which the assets are located.
After the commencement date, the Bank measures the right-of-use asset applying a cost model
(cost less any cumulative depreciation and any cumulative impairment) and adjusted for any
re-measurement of the lease liability. Right-of-use assets are depreciated over the shorter
period of lease term and useful life of the underlying asset. Depreciation is calculated using the
straight-line method over the estimated useful lives (lease term). The Bank depreciates the
right-of-use asset from the commencement date to the end of the useful life of the right-of-use
asset.

In the case of the lease liability, the Bank measuic it by increasing the carrying amount to
reflect interest-on trFe Tease liability, reducingth¢ carrying amount to reflecttheiitase payments
made. Interg:ét chEA é%d-’pn‘tpe lease liability is 1ncluded in finance costs. #%' .- £

f,!' Sy -
A lease li ﬁfy'xﬁ .q:mﬂbally measured at thc oresent value of the leas pa%mu nats tlnt are not
paid at that ef!q.} hesg 1n<;«1ude ,
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e  Fixed payments, less any lease incentives receivable;
e  Variable lease payments that depend on an index or a rate, initially measured using
the index or rate as at the commencement date;
e Payments of penalties for terminating the lease, if the lease term reflects the lessee
exercising an option to terminate the lease;
Variable lease payments not included in the initial measurement of the lease liability are
recognised directly in the profit or loss.

Lease payments are discounted using the Bank’s incremental borrowing rate of 7%. The lease
term determined by the Bank comprises:

e  Non-cancellable period of lease contracts,
e Periods covered by an option to extend the lease if the Bank is reasonably certain to
exercise that option,
e Periods covered by an option to terminate the lease if the lessee is reasonably certain
not to exercise that option.
After the commencement date the Bank measures the lease liability by:

e Increasing the carrying amount to reflect interest on the lease liability,

e Reducing the carrying amount to reflect lease payments made, and

e Re-measuring the carrying amount to reflect any reassessment or lease modifications.
The Bank presents right of use assets and lease liabilities in the statement of financial position.

(h) Impairment of non-financial assets

At each reporting date, the Bank reviews the carrying amounts of its non-financial assets (other
than deferred tax assets) to determine whether there is any indication of impairment. If any
such indication exists, then the asset’s recoverable amount is estimated.

For impairment testing, assets are grouped together into the smallest group of assets that
generates cash inflows from continuing use that is largely independent of the cash inflows of
other assets or Cash Generating Units (CGU).

The recoverable amount of an asset or CGU is the greater of its value in use and its fair value
less costs to sell. “Value in use’ is based on the estimated future cash flows, discounted to their
present value using a pre-tax discount rate that reflects current market assessments of the time
value of money and the risks specific to the asset or CGU.

An impairment loss is recognized if the carrying amount of an asset or CGU exceeds its
recoverable amount.

The Bank’s corporate assets do not generate separate cash inflows and are used by more than
one CGU. Corporate assets are-aliecated to CGUs on a reasonable and consistent basis and
~tegteds for~impairment as part’of the testing.of the CGUs#40 Whicﬁ“_‘:h_; corporate assets are

/ allogatedls e o
J-q.t'!'?ﬁe_‘..lf | L Sl i i ';::..' 1

'Lﬂanipai'ﬁ.ném losses are recoghized in profit or loss. T kg&ka'-'rfé’::' lncated first to reduce the
., Cdrnyind amount of any goodwall allocated to the CGY, ‘and_then. to'reduce the carrying
ameunts of the other assets in the CGU on a pro rata basis. i
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An impairment loss in respect of goodwill is not reversed. For other assets, an impairment loss
is reversed only to the extent that the asset’s carrying amount does not exceed the carrying
amount that would have been determined, net of depreciation or amortization, if no impairment
loss had been recognized.

(i) Other Assets

Other assets are generally defined as claims held against other entities for the future receipt of
money. It also includes inventories held in the form of materials or supplies. The assets in the
Bank’s financial statements include the following:

i. Inventories

Inventories are held in the form of material or supplies to be consumed in the Bank
operations or in rendering services. For Tsehay Bank, Inventories would normally comprise
stationery and printing materials, passbook, check book, CPO and other general supplies.
The Bank applies the weighted average cost method to determine the cost of materials and
supplies. Materials and supplies are charged to profit or loss when consumed.

ii. Prepayments

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 it will be settled up on full payment by recognizing an asset or charging to
expense.

() Fair value measurement

The Bank measures financial instruments, such as investment in financial instruments
classified as FVTOCI and investments in financial instruments classified as FVTPL 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:

e  Significant estimates and assumptions, disclosures for valuation methods (Note 4 and
Note 4.7.1).

e  Quantitative disclosures of fair value measurement hierarchy (Note 4.7.2).

e Financial instruments (including those carried at amortized cost).

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

e In thegml_pcg)a market for the assét-or liability, or

e Ih the abgence of a principal market, in ‘rhe most advantageo S market..f@l the asset or
libjlitgg2e | |
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The fair value of an asset or a liability is measured using the assumptions that market
participants would use when pricing the asset or liability, assuming that market participants act
in their economic best interest.

The Bank uses valuation techniques that are appropriate in the circumstances and for which
sufficient data are available to measure fair value, maximising the use of relevant observable
inputs and minimising the use of unobservable inputs.

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

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

e Level 2 - Valuation techniques for which the lowest level input that is significant to
the fair value measurement is directly or indirectly observable.

e Level 3 - Valuation techniques for which the lowest level input that is significant to
the fair value.

For assets and liabilities that are recognised in the financial statements on a recurring basis, the
Bank determines whether transfers have occurred between Levels in the hierarchy by re-
assessing categorisation (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 recurring 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.

(k) Deposits from banks and customers

Deposits and borrowings are the Bank’s sources of debt funding. These liabilities are initially
measured at fair value minus incremental direct transaction costs, and subsequently measured
at their amortized cost using the effective interest method.

(1) Provisions and contingencies

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

o, - ,.—-r'—\-—.\,_h
I Th% ?a‘fndyntxof a provision ig the present value of the ex f;:imu-e u&eerted to be required to
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Where some or all of the expenditure required to settle a provision is expected to be
reimbursed by another party, the reimbursement shall be recognized when, and only when, it is
virtually certain that reimbursement will be received if the entity settles the obligation.

(m) Employee benefits

The cost of providing employee benefits is recognized in the period in which the entity
receives services from the employee, rather than when the benefits are paid or payable.

Short-term employee benefits (expected to be settled wholly before 12 months after the
annual period in which the services were rendered) are recognized as an expense in the period
in which the employee renders the service. Unpaid benefit liability is measured at an
undiscounted amount.

Profit-sharing and bonus payments are recognized only when the entity has a legal or
constructive obligation to pay them and the costs can be estimated reliably.

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

Defined contribution plan

The Bank operates defined contribution plans for 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.

Expenses are recognized by the Bank in the period in which the contribution is payable.
Defined benefit plan

The liability or asset recognized in the statement of financial position in respect of defined
benefit plans is the present value of the defined benefit obligation at the end of the reporting
period less the fair value of plan assets. The defined benefit obligation is calculated annually
by independent actuaries using the projected unit credit method.

The present value of the defined benefit obligation is determined by discounting the estimated
future cash outflows using interest rates of high-quality corporate bonds that are denominated
in the currency in which the benefits will be paid, and that have terms to maturity
approximating to the terms of the related obligation.

The current service cost of the defined benefit plan, recognized in the income 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 curtaitments and settlements. Past=scrvice costs are recognized immediately income.
Actuarial gai}ab.f'al;lji“luosses arising froyn” experience adjustments awmtl- changeSin actuarial

assumpfions 'ﬁjhffgé'd or credited to >quity in dther comprehensiyé ihtome in the period in
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(n) Income Taxation

i. Current Income Tax

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

The current tax recoverable is calculated on the basis of the tax laws enacted for substantively
enacted at the end of the reporting period in Ethiopia.

ii. Deferred Tax

Deferred tax is recognized on temporary differences arising between the tax bases of assets and
liabilities and their carrying amount in the financial statements. However, deferred tax
liabilities are not recognized if they arise 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 and loss.

Deferred tax is determined using tax rates (and laws) that have been enacted or substantively
enacted by the statement of financial position 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 asset against current tax liabilities and when 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 or to
realize the asset and settle the liability simultaneously.

(o) Share capital

An equity instrument is any contract that evidences a residual interest in the assets of the Bank
after deducting all of its liabilities.

Incremental costs directly attributable to the issue of new shares or options or to the acquisition
of a business are shown in equality as a deduction, net of tax, from the proceeds.

Ordinary shares are recognized at-par value and classified as share capital in equity. Any
amountreceived from the issueof shares in-excess of par value-is=elassified as share premium
/ m%&i‘cﬁty? Plyldends are recogmzed as liability in the Bank / wh]_dl *hev are declared.
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(p) Earnings per share

The Bank presents basic earnings per share for its ordinary shares. Basic earnings per share are
calculated by dividing the profit or loss attributable to ordinary shareholder of the Bank by
weighted average number of shares outstanding during the period.

(q) Revenue and expense recognition

Revenues are recognized to the extent that it is probable that the economic benefits will flow to
the Bank and can be reliably measured, regardless of when the payment is being made.

Expenses are recognized in the profit or loss when a decrease in future economic benefits
related to a decrease in an asset or an increase of liability has arisen that can be measured
reliably.

i. Interest income and expense

Interest income and expense are recognized in profit or loss using the effective interest method.
The effective interest rate is the rate that discounts the estimated future cash payments or
receipts through the expected life of the financial instrument to:

= The gross carrying amount of the financial assets; or
= The amortized cost of the financial liability.

When calculating the effective interest rate for financial instruments other than credit-impaired
assets, the Bank estimates future cash flows considering all contractual terms of the financial
instrument, but not future credit losses. For credit-impaired financial assets, a credit adjusted
effective interest rate is calculating using estimated future cash flows including incurred credit
losses.

The calculation of the effective interest rate includes transactions costs, fees and points paid or
received that are an integral part of the effective interest rate. Transaction costs include
incremental costs that are directly attributable to the acquisition or issue of a financial asset or
financial liability.

Gross carrying amount

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

Calculation of interest income and expenses

In calculating interest income and expenses,-tiie effective interest rate is applied to the gross

carrying amount ofthe asset (when the asset is not credit-impaired) or te<tiEamortized cost of
whi " ',
the liabi}ity. - ; \"-. -
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amortized cost of the financial asset. If the asset is no longer credit-impaired, then the
calculation of interest income reverts to 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.

Presentation of interest income and expenses

Interest income and expense presented in the statement of profit or loss include interest on
financial assets and financial liabilities measured at amortized cost calculated on an effective
interest basis;

ii. Fees and commissions

Fees and commission income and expense that are integral to the effective interest rate on a
financial asset or financial liability are included in the measurement of the effective interest
rate.

Other fees and commission income relate mainly to commissions on local money transfers
(LMTS), guarantee commission, outward remittance, card charges, and commission on import
letter of credit are recognized as the related services are performed.

Other fees and commission expense relate mainly to transaction and service fees, which are
expensed as the services are received.

iii. Dividend income

Dividend income is recognized when the right to receive income is established, which is
generally when the shareholders approve and declare the dividend.

Dividends are presented in net trading income, net income from other financial instruments at
fair value through profit or loss or other revenue based on the underlying classification of the
equity investment.

iv. Foreign exchange revaluation gains or losses

These are-gains—and losses arising on-settiement and translation o -menefary assets and
11ab111t1€s dgﬁrbﬁlm ted in foreign curjencies of the functional cupfericics witi spot rate of
exchallpge aqw]gansﬁ'ctlon date and with midrrate of' exchange at th pprt"qg"d“ate

SRR T
{Clgli Currehcy deposits
iy A n

.
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The m nﬁ_gry A5 ts"and liabilities includé: financial assets within t e 4
received'and ﬂéfc'i on’behalf of third parties ¢! '

_.'.r' 1
o

www. tsehaybank.com.et ANNUAL REPORT 2023/24



TSEHAY BANK SHARE COMPANY
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2024

4. FINANCIAL RISK MANAGEMENT
4.1 Introduction

Management recognizes that the banking industry experiences significant and rapid changes,
including increased competition from other non-bank financial services providers. The industry
is also subject to liquidity requirement changes, reserve requirement changes, interest rate
changes, changes in banking laws and regulations and foreign currency rate changes.
Therefore, the management recognises that a comprehensive credit, liquidity, operational and
market risk policy is essential to effectively manage the Bank’s risks and to meet regulatory
requirements. The Bank earnestly strives to apply best practices in identifying, evaluating, and
cost-effective controlling of risks to ensure that any residual risks are at an acceptable level.
Whilst it is not possible to eliminate risk absolutely, the Bank actively promotes and applies
best practices at all levels and to all of its activities, including its business relationship with
external partners. With this framework, the Bank ensures that:
a) The Bank’s risk exposure is within the limits established by the Board of Directors
(BoD)
b) Risk taking decisions are in line with the business strategy and objectives set by the
BoD
c) The expected payoffs compensate the risks taken
d) Risk taking decisions are explicit and clear
e) Availability of sufficient capital for the prevailing risk exposure

To safeguard its profitability and stability, the bank implements a comprehensive risk
management framework. This framework involves continuous identification, measurement,
and monitoring of various risk exposures. The Bank tasked each employee with managing risks
related to their specific roles, ensuring adherence to established risk limits and robust control
mechanisms. By systematically addressing and mitigating potential risks, the bank aligns its
risk management practices with its overall strategic objectives.

The Bank’s risk management approach encompasses key areas such as credit risk, liquidity
risk, and market risk, while also addressing country risk and operational risks that may affect
its performance. Committed to applying best practices, the Bank focuses on effective risk
identification, evaluation, and cost-effective control measures to keep residual risks within
acceptable levels. Although absolute risk elimination is unattainable, the bank diligently
applies best practices at all levels of its operations and business relationships, reinforcing risk
management as a fundamental aspect of its day-to-day activities.

4.1.1 Risk Manq,gengeng S/;mcture b, _%‘_m
! - I_._'.'*- :
Risk Manage e-nt I?Eiﬁﬁqphm .0
- T Wi ity
The Bank’s risk {inaggﬁient:phllosophy centers oii the proactive identificay ) and mitigafion
of risks to safeguard shareholder value while maintaining compliance W].th regulatory

standards. The philosophy emphasizes a balanced approach to risk and reward ensuring that
the Bank's pursuit of growth is both sustainable and prudent. By integrating risk management
into its strategic objectives, the Bank seeks to maintain financial stability and prevent
disruptions to its operations. This approach allows the Bank to take calculated risks that align
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with its long-term goals without compromising its ability to meet regulatory requirements or its
commitment to shareholders.

A forward-looking approach is a key component of this philosophy, with stress testing,
scenario analysis, and continuous monitoring forming the core of the Bank’s risk management
processes. By regularly evaluating potential risks, both foreseeable and unexpected, the Bank
is able to stay resilient in the face of changing market conditions. This continuous risk
assessment and monitoring framework ensures that any emerging threats are addressed
promptly, thereby protecting the Bank’s financial health and ensuring sustainable growth.

Risk Management Committees

The Board Risk Management and Compliance sub-committee (BRMCS) bears ultimate
responsibility for the development and oversight of the Bank’s risk management framework. It
is appointed by the Board and tasked with the overall monitoring of the Bank’s risk and
maintaining different risks within an acceptable range. The Sub-Committee is also responsible
for overseeing the Bank’s overall risk management strategies, monitoring risk processes, and
ensuring compliance with risk principles and internal risk tolerance limits.

Senior management is charged with the formulation and execution of relevant policies and
procedures of its operation.

The Risk and Compliance Directorate is responsible for ensuring adherence to the Bank’s risk
management policies and procedures, as well as evaluating the adequacy of the risk
management framework in light of the bank's risk appetite. It carries out risk assessments on a
regular basis and independently monitors the Bank’s risk. Furthermore, the department ensures
that emerging and changing risks are all identified, treated, and included in the risk
management system of the Bank. The unit also reports to the Board Risk Management and
Compliance sub-committee on matters related to risk management.

The Bank’s Finance and Treasury function is responsible for managing the financial assets,
liabilities, and overall financial structure. It is also primarily responsible for the funding and
liquidity risks of the Bank.

The Internal Audit function annually audits the risk management system of the Bank. The
adequacy of policies and procedures and effectiveness of risk management processes are
audited. The Internal Audit function discusses the results of its assessment with the
management and reports its findings and recommendations to the Board Audit committee.

4.1.2 Risk measurement and reporting systems

Risk measurement and reporting systems arevitai-components of the Bank’s comprehensive
risk n}a’r'lagﬂm‘egt“f;ramework, designed to ensure that risks aresSystemativally identified,
quantified; and-cdmmunicated across' the organization. The Bankjs risk assessment employs a
meth'o@{d* "&hlat encompasses bdth anticipated losses unfler q,('f_rjhal ‘conditions and
unexpelie “10ssédy which are estimated through- scenario andlys i dnalysis utilizes
probabt it dE'r'r'I\gﬂﬂ from historical data,“adizsied-to account for irrépt.ecenemic conditions,
and also conducts simulations of worst-case scenarios to evaluate™gbtential outcomes from
rare, extreme events. These systems provide a structured and consistent approach to assess the
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likelihood and impact of various financial and non-financial risks, such as credit, market,
liquidity, and operational risks.

By utilizing advanced tools like risk impact assessment matrices, stress testing, and risk
tolerance thresholds, the Bank monitors its risk exposures continuously, enabling timely
adjustments to strategies as needed.

Internal controls are also integrated into the risk measurement process, enhancing the accuracy
and reliability of data used for decision-making. The Internal Audit function annually audits
the risk management system of the Bank. The adequacy of policies and procedures and
effectiveness of risk management processes are audited. The Internal Audit function discusses
the results of its assessment with the management and reports its findings and
recommendations to the Board Audit committee.

Reporting systems ensure that risk information is delivered promptly and effectively to the
Board of Directors, management, and regulatory authorities, fostering transparency and
accountability. By aligning risk reports with the Bank’s risk appetite and regulatory
requirements, these systems promote informed decision-making, allowing the Bank to remain
resilient and compliant in an ever-evolving financial landscape.

Internal control and risk management

Effective internal control and risk management are the foundations of a safe and sound banking
business. The Bank operates a robust internal control system integrated with the risk
management framework. The system ensures that risks are detected early and addressed
promptly through preventive controls, policies, and procedures. Internal audits and regular
reviews are conducted to evaluate the effectiveness of internal controls and compliance with
established risk limits.

The following risk impact level and consequences are used by the Bank in determining the risk

exposures.
Risk
Impact Consequences Remark
Level
Very minimal and minor impact on financial position, customer
Very Low Insignificant satisfaction, business processes, and employee morale. Issues are
short-term and easily resolvable.
Minimal impact on strong financial position, customer, sati
Low Minor efficient business process, and employee satisfaction.
> short-term effect and can be easily fixed.
.-_f'/ j '_. ‘Minor, impact on strong ﬁnanc;.\ @ﬁlﬁq@ustomer%ﬁmj
Moderate Mod‘érf‘t?-;b,; q Efficient business process an fed, lofeé sa&fgf_@ction. May be with
\f, moré than short-term effect thate ogaxpe@lve to recover.

e 1 by P

o Bubmned
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Significant impact on financial position, customer satisfaction,

High Major business processes, and employee morale. Recovery may be
challenging and take a medium-term timeframe.
Critical impact on financial position, customer satisfaction,
Very High Extreme

business processes, and employee morale. Recovery may be

difficult and extend beyond a medium-term timeframe.

Risk Tolerance

The key objective of risk management is to maintain an appropriate balance between risk and
reward. To achieve this, the Bank sets risk appetite and tolerance limits, considering the
financial resources available to absorb risks. The management of the Bank aims to manage
risks at a level that allows for growth while ensuring business operations remain safe,
compliant, and aligned with strategic objectives.

The Board of Directors establishes a risk appetite and tolerance limit, taking into account the
Bank’s overall risk environment during strategic planning. This process includes a risk appetite
statement and tolerance limit, which define specific risk limits for key areas such as credit,
liquidity, market, and operational risks. The tolerance levels are reviewed and adjusted as
needed to reflect changing conditions. Guidelines are embedded in the Bank’s risk
management framework, ensuring all operations adhere to predefined risk thresholds,
promoting resilience and long-term success.

Risk Assessment

Effective risk assessment is crucial for identifying and managing the risks that could impact
our banking operations. This process involves evaluating various risk types, measuring their
potential impact, monitoring them systematically, and implementing strategies to manage and
mitigate these risks. The below table is a detailed description of the primary material risks
associated with our Bank.

Risks Description and Rising Measurement, Monitoring, and Management of
From Risk

Credit Risk | Risk of financial loss if a | ¢ Measurement: Quantified based on the potential
customer or counterparty | amount of lost if repayments are not made.

fails to meet contractual | ¢ Monitoring: continuously monitored using
obligations. ~ Arises from | internal risk management systems and is kept
direct lending, trade finance, | within limits established by authorized personnel
and other products like {— within a delegated authority framework.

- 'E.-rh.f ‘guarantees. ' e Management: Contreli€d {mqugh a robust risk
,’ - ’:’{ﬁ ™, control  framewopk: wn—h cleal policies and
" df.!'ai- = ' guidelines.

qullllld'ﬂi‘.zZ .,"Ruslg Of having insuffjcient | ¢ Measurement: 4§::H.I uqmg risk appetite
Risk \\ “...,dapl_.tal liquidity, or fundmi*l frameworks witht, Tithits minimum  regulatory

| reSources to meet | ratios, and monit fmg of ~key risk drivers
obligations and regulatory
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requirements. Arises from | affecting liquidity position of the bank.

changes in resources and | e Monitoring: Tracked against established

risk profiles driven by | appetites using operating plans, stress tests, and

customer behavior, | scenario analyses.

management decisions, or | ¢ Management: Controlled through alignment

external factors. with risk profiles, strategic goals, and cash flow
needs.

Market risk | Risk of adverse financial | ¢ Measurement: Evaluated through sensitivity
impact on trading activities | analysis, value at risk (VaR), and stress testing to
due to changes in market | assess potential gains and losses from market
parameters such as interest | movements.
rates and foreign exchange | ¢ Monitoring: Tracked using VaR, stress testing,
rates. Arises from trading | and other risk measurement techniques.
and non-trading portfolios. | ¢ Management: Managed with risk limits set by

the bank’s executive management.

Operational | Risk of loss resulting from | ¢ Measurement: Assessed by evaluating historical

Risk inadequate or failed internal | loss data, risk control assessments, and key risk
processes, systems, people, indicators.
or external events. Includes | ¢ Monitoring: Continuous risk assessments,
risks related to fraud, | regular audits, and tracking of operational
system failures, legal incidents.
liabilities, and operational | ¢ Management: Managed through robust internal
disruptions. controls, clear procedures, and staff training to

mitigate operational disruptions.

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 a periodic basis
through administration of control self- assessment questionnaires, using an operational risk
management tool which requires risk owners to confirm the effectiveness of established
controls. These are subsequently audited as part of the review process.

4.2 Financial Instruments by Category

The Bank’s financial assets are classified in to the following measurement categories:
measured at amortized cost and fair value through other comprehensive income (FVOCI).
Financial instruments are classified in the statement of financial position in accordance with
their legal form and substance. The Bank’s classification of financial assets is summarized in

the table below:
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Financial Financial assets Total
assets at fair at amortized
30 June 2024 Notes value through cost

OClI

ETB ETB ETB
Cash & Cash Equivalents 10 - 997,842,959 997,842,959
Debt & Equity Investment 11 646,407,566 573,893,881 1,220,301,448
Loan & Advance to 12 - 2,509,363,582  2,509,363,582
Customers (net)
Other Financial Assets 15(a) - 279,236,944 279,236,944
Total Financial Assets 646,407,566 4,360,337,366 5,006,744,933

Financial Financial assets Total
assets at fair at amortized
30 June 2023 Notes value through cost

OCI

ETB ETB ETB
Cash & Cash Equivalents 10 - 789,557,561 789,557,561
Debt & Equity Investment 288,783,030 267,607,128 556,390,158
Loan & Advance to - 1,056,988,049  1,056,988,049
Customers (net)
Other Financial Assets 15 - 60,211,499 60,211,499
Total Financial Assets 288,783,030 2,174,364,237 2,463,147,267

4.3 Credit Risk

Credit risk is the risk of financial loss to the Bank if a customer or counter party to financial
instrument fails to meet its contractual obligations, and arises principally from the Bank’s loan
and advance to customers and other banks and other financial assets.

Exposure to credit risk is managed through periodic analysis of the ability of borrowers and
potential borrowers to determine their capacity to meet principal and interest thereon, and
restructuring such limits as appropriate. Exposure to credit risk is also mitigated, in parts, by
obtaining collateral, commercial and personal guarantees. And also, the Bank manages this risk
by applying a strict set of criteria in credit granting. It ensures the lending activities are based
on strong underwriting standard, KYC (Know Your Customer) principles, confining its
dealings to institutions and individuals of high -creditworthiness and ensuring exposures to
counterparties-are appropriately secured. e

ehe ' AL,

The Bank s‘frucﬁlp fffe level of credit risk itjundertakes by placing Iml;,ts Qn-the amount of
risk acce tei.'i 1145; ion tg one borrower, ot groups of borrowers, and the tgrra, of the financial
instrumen b % PRy TR

d-eco n‘hc sectors.
NG

. s
The National Bark of Ethlopla (NBE) sets credit rlsk limit for a s1ngl\3ét1’i)vy_éir; one related
party and all related parties to not exceed 25%, 15% and 35% of Bank’s total capital amount as
of the reporting quarterly period respectively. At same time, it sets limits of NPLs ratio of 5%
with reporting requirement on quarterly basis.
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Credit management is conducted as per the risk management policy and guideline approved by
the Board of Directors. Such policies are reviewed and modified periodically based on changes
and expectations of the markets where the Bank operates, regulations and other factors.

In measuring credit risk of financial assets at amortized cost to various counterparties, the
Bank considers the character and capacity of the obligor to pay or meet contractual obligations,
current exposures to the counterparty/obligor and its likely future developments, credit history
of the counterparty/obligor; and the likely recovery ratio in case of default obligations-value of
collateral and other solutions. Our credit exposure comprises wholesale and retail financial
assets at amortized cost which are developed to reflect the needs of our customers. The Bank’s
policy is to lend principally on the basis of our customer’s repayment capacity through
quantitative and qualitative evaluation. However, we ensure that our loans are backed by
collateral to reflect the risk of the obligors

4.3.1 Credit Related Commitment Risks

The Bank holds collateral against loans and advances to customers in the form of bank
guarantees and property. Estimates of fair value are based on the value of collateral assessed at
the time of lending.

4.3.2 Credit risk exposure
(a) Maximum exposure to credit risk before collateral held or other credit enhancement

The Bank's maximum exposure to credit risk at 30 June 2024 and 30 June 2023 is represented
by the net carrying amounts in the statement of financial position.

30 June 2024 30 June 2023

Notes ETB ETB
Cash & Cash Equivalents 10 997,842,959 789,557,561
Financial assets at fair value through OCI 11 646,407,566 288,783,030
Financial assets at amortized cost 11 573,893,881 267,607,128
Loan & Advance to Customers 12 2,509,363,582  1,056,988,049
Other Financial Assets 15 279,236,944 60,211,499

5,006,744,932  2,463,147,267

Credit risk exposures for off balance sheet

items
Loan Commitments 35,417,588 96,756,257
Guarantees 1,029,770,538 343,427,121
Letter of Credit 846,943,425 13,058,645
1,912,131,551 453,242,023
Total Maximum Exposure ) 6,918,876,483  2,916,389,290
i ElrrLE ] 'H._l'll : HH'\-
i U240\ T
=] | :*g;?. | | i i .F-' i
S ; I
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(b) Gross loans and advances from customers per National Bank of Ethiopia's impairment

www.tsehaybank.com.et

guideline
Notes 30 June 2024 30 June 2023
ETB ETB
Pass 12 2,447,240,733 1,057,030,647
Special Mention 62,122,849 -
Substandard - -
Doubtful - -
Loss - -
2,509,363,582 1,057,030,647

The above table represents a worst-case scenario of credit risk exposure of the Bank as at the
reporting dates without taking account of any collateral held or other credit enhancements
attached. The exposures are based on carrying amounts as reported in the statement of financial
position.

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

4.3.3 Credit quality analysis
(a) Credit quality of Cash and bank balances

The credit quality of Cash and bank balances and short-term investments that were neither past
due nor impaired at as 30 June 2024 and 30 June 2023 and are held in Ethiopian banks have
been classified as non-rated as there are no credit rating agencies in Ethiopia. However, Cash
and bank balances that is held in foreign banks can be assessed by reference to credit rating
agency designation as shown in the table below;

30 June 2024 30 June 2023
ETB ETB
AA+ - -
A+ - -
A - -
BBB+ - -
B+ - -
B - -
Not rated 997,842,959 789,590,564
Total 997,842,959 789,590,564

The credit rating of these financial institutions, in-which Tsehay Bank has maintained Nostro
account balance;7is basically obtained from the world barikers’ almanac agrgted=hy Moody,
Fitch, and S}éndaﬁ'&#’z&?yo‘ar The equivalent mtlng is used to aggregate #he. g_wra‘:} tating by
these agen01||es 4.'[1'51- .I . r 7 %3n)

-l | | 11
ﬂ'.."‘ 'iﬁ E‘r f L% 1
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(b) Credit quality of loans and advances to customers

The following table sets out information about the credit quality of financial asset measured at
amortized cost, and FVOCI debt investment. Unless specifically indicated, for financial assets,
the amount in the table represents gross carrying amounts.

The loss allowance for loans and advances to customers also includes the loss allowance for
loan commitments and financial guarantee contracts.

Loan and advance to 30 June 2024
customers at amortized Stage 1 Stage 2 Stage 3 Total
cost ETB ETB ETB ETB
Stage 1-Pass 2,447,240,733 - - 2,447,240,733
Stage 2-Special Mention - 62,122,849 62,122,849
Stage 3-Non-perfoming - - ;
Total, Gross Exposure 2,447,240,733 62,122,849 2,509,363,582
Loss Allowance (259,088) (2,351) (261,439)
Net Carrying Amount 2,446,981,645 62,120,498 2,509,102,143
30 June 2023
Stage 1 Stage 2 Stage 3 Total
ETB ETB ETB ETB
Stage 1-Pass 1,057,030,647 1,057,030,647
Stage 2-Special Mention
Stage 3-Non-perfoming
Total Gross Exposure 1,057,030,647 1,057,030,647
Loss Allowance (42,597) (42,597)
Net Carrying Amount 1,056,988,049 1,056,988,049
(¢) Credit quality of off-balance sheet items
Off Balance sheet items 30 June 2024
Stage 1 Stage 2 Stage 3 Total
ETB ETB ETB ETB
Stage 1-Pass 1,912,131,551 1,912,131,551
Stage 2-Special Mention
Stage 3-Non-perfoming
Total Gross Exposure 1,912,131,551 1,912,131,551
Loss Allowance (608,269.84) (608,269.84)
Net Carrying Amount 1,911,523,281 1,911,523,281
/“one N ™
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30 June 2023
Stage 1 Stage 2 Stage 3 Total
ETB ETB ETB ETB
Stage 1-Pass 453,242,023 453,242,023
Stage 2-Special Mention
Stage 3-Non-perfoming
Total Gross Exposure
Loss Allowance (12,851) (12,851)
Net Carrying Amount 453,229,172 453,229,172
(d) Credit quality of other financial assets
Other Financial Assets 30 June 2024
Gross Loss Net Carrying
Exposure Allowance amount
ETB ETB ETB
Cash & Balance With 12 month
Banks ECL 997,842,959 44360 997,798,599
Debt & Equity 12 month
Securities gcr, 1,220,301,448 22,608 1,220,278,840
Receivable & Other Lifetme ECL )79 236,944 3,136,410 276,100,534
Financial Assets
Total 2,497,381,351 3,203,378 2,494,177,973
30 June 2023
Gross Loss Net Carrying
Exposure Allowance amount
ETB ETB ETB
Cash & Balance With 12 month
Banks ECL 789,590,564 33,003 789,557,561
Debt & Equity 12month & 630,506 13378 267,607,128
Securities ECL
Receivable & Other Lifetme ECL ) 232,161 2,020,661 60,211,499
Financial Assets
Total 1,119,443,231 2,067,042 1,117,376,189
(e) Loan & Advances by Customer Risk Rating
No | Credit risk | Customers’ Risk Level Risk Implication/Status
assessment Risk Grade
score
1 >=85% Grade 1 Exceptionally low risk Bankable
2 70 —84 % Grade 2 Very low risk Bankable
3 60—69.9% | Ga?,d,gﬁ\ Low risk™ . Bankable
4 50-59.9% / |. 2. \ | Modératerisk ' . Bankable
5 40-49.9 %[ 1 Gt \ * | | Poténtial I’lSk Exceptionall fﬁﬁka@ie
6 30-39.9 %\ %GHIS/0,, | ngh tisk ' - | Very exceptiQna ﬁjdﬁ%'bla o
7 125-299% \[%saggae / | Veryhighrisk Not bankable\7 7 s
8 <25% de 8~ Defaulf rlsk o Not bankable 38! hoiv”
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The term bankable indicates that the borrower’s loan request is feasible and acceptable by the
Bank, after passing through rigorous business and risk analysis.

The Bank’s Credit risk rating/grading is applicable to all credit customers of the Bank except
for newly established businesses with less than one year of experience, new project loans or
new investments; New customers with less than one year of business experience and project
finance loans (except expansion loans), shall automatically be rated as Grade-3. However,
expansion project finance loans in similar line of business shall be rated based on the rating
system stated by the Bank.

Credit risk assessment score is the sum of all achieved scores of the five parameters (financial,
business/industry, management, account performance, and relationship) and allotted with score
from 100 points.

Parameter Weight
Financial 35%
Business/Industry and form of organization 13%
Management 12%
Account Performance 25%
Customer Relationship 15%

Grade 1: Loan debtors are labeled as “exceptionally low risk” borrowers at the time of the risk
review period where the overall score is 85% and above.

» Loans and advances fully secured by cash and cash substitute, regardless of the loan status;
and

» The borrower has strong repayment capacity, excellent track records in servicing debt
regularly, and is not subject to criticism.

Grade 2: They are classified as “very low risk” borrowers, if they meet the following criteria
during the issuance of credit risk grade.

» These borrowers are not as strong as grade 1 borrowers in terms of credit risk parameters.
* The borrower has strong repayment capacity

» The borrower has excellent liquidity and low leverage

* The business demonstrates consistently strong earnings and cash flows

» The borrower has well established and strong market share and

* The loan is performing in accordance with the terms and conditions of the

Grade 3: These borrowers are considered as “low risk” borrowers, being capabls
the following criteria.

= Not as strong as the grade 2 in terms of-creditrisk parameters, but the business still
demonstrates consistent earnings, cash flo ana Vo g d track recor}

» The borrower has adequate liquidity, cas ﬂo ‘% #nings.

* The borrower has acceptable share in th mg‘ ‘

= The business is performing in accordance

» The business has acceptable management ¢
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Grade 4: These borrowers are rated as “moderate risk” borrowers given the fact that they
demonstrate the following features when the grade is issued.

* They are not as strong as Grade 3 in terms of credit risk parameters.

= The loans and advances show sign of irregularity, or have arrears (the credit facilities have
been inactive).

= The borrower needs attention due to conditions affecting the business, the industry, or the
economic environment.

= The borrower has above average risk due to strained liquidity, higher than normal leverage,
thin cash flow and/or inconsistent earning.

= The borrower may incur loss.

Grade 5: They are debtors with “potential risk” witnessed by the following results from the
credit risk grading analysis.

= Lower than grade 4 in terms of credit risk parameters

* The borrower has potential weaknesses that deserve the Bank’s close attention. If left
uncorrected, these weaknesses may result in a deterioration of the repayment prospects of
the borrower.

= The loans and advance show extended irregularities, or have the arrears (the credit facilities
have been inactive).

= Severe management problem exists

= Credit facilities should be downgraded to this grade if sustained deterioration in financial
condition is noted (consecutive losses, negative net worth and excessive leverage).

Grade 6: These are “High risk” borrowers.

= Financial condition is weak and capacity or inclination to repay is in doubt.
= These weaknesses jeopardized full settlement of credit facilities.

Grade 7: “Very High” risk borrowers

= Full repayment of principal and interest is unlikely and the possibility of loss is extremely
high.

= However, due to especially identifiable pending factors, such as litigation, liquidation
procedures and capital injection, the asset is not yet classified as loss.

Grade 8: “Default Risk”

= The loan has been long outstanding with no progress in obtaining repayment or on the verge
of liquidation/wind up.
= Prospect of recovery is poor and legal options have been pursued or initiated
= Proceeds expected from the liquidation or realization of security may be awaited
* The Bank’s cr1ter1a for tlmely write-off shall be adhiered to apply.
J-'-'-_-_\'_-\._l.
In order to classl,x‘Fy tﬁé 'gu ﬂdmg loans according to the risk grade of debfdr, th.t;‘-lO ‘G\wng
assumptions ar sed;'bb!}.aUS‘é 0]? the fact that retail loaris-are not regularly g aded @F;cept at ‘rhe

initial stage of t e‘graﬁ‘m 3§sment \%

= Loan disburse Bl.mﬁess Corporate and Conimersial customers are pres
to their risk grade frem the risk grading analysis.
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= Staff personal loan and staff mortgage loan are assigned grade 1 because of the fact that
such loans are regularly repaid from salary account of the staff without any delinquency and
arrears.

= All loans and that are unrated and pass status are assumed to be grade 2.

The following table analyzes the Bank’s loans, which are exposed to credit risk and its
corresponding assessment according to the above risk classification:

Risk Rating/Grade 30 June 2024 30 June 2023
ETB ETB

1 302,543,965 98,140,520
2 999,748,749 350,623,170
3 993,198,550 517,526,370
4 129,113,479 97,608,730
5 - i
6 - -
7 - -
8

NA 84,758,838.34 i

Total 2,509,363,582 1,063,898,780

4.3.4 Collateral Held

The general creditworthiness of a customer tends to be the most relevant indicator of credit
quality of a loan extended. However, collateral provides additional security and the Bank
generally requests that corporate borrowers provide it.

The Bank holds collateral or other credit enhancements to mitigate credit risk associated with
financial assets. The main types of collateral and the types of assets these are associated with
are listed below. The Bank does not sell or repledge the collateral in the absence of default by
the borrower. In addition to the Bank's focus on creditworthiness, the Bank aligns with its
credit policy guide to periodically update the validation of collaterals held against all loans to
customers.

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

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

The fair value
etc. as disclosed”
process of e
exercise.

chilhtﬂel;gl ther tl}an as share certlﬁcatﬁ_

b #ying amount as managemefit 4 Qé;ttte plmon that the cost of the
{2‘ e fdir Vafud ofthe” collate It \%
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The Bank holds collateral against most of its credit exposures. The following table sets out the
principal types of collateral held against different types of financial assets.

30 June 2024 Secured against real Machinery Vehicles Others
state Plant
ETB ETB ETB ETB
Domestic Trade & 343.817,494.78 288,679,079 56,594,496
Services
Export & Import 1,066,143,378 579,389,878 183,662,542
Building & 29,800,190 7,616,476.55 170,000,000
Construction
Manufacturing 181,078,516 14,239,196 29,343,379 32,965,900
Agriculture 15,001,062
Consumer & 97,951,859 14,800,000 1,041,000
Personal
1,718,791,438 14,239,196 919,828,813 459,265,000
30 June 2023 Secured against real Machinery Vehicles Others
state
ETB ETB ETB ETB
gom.esm Trade & 200,771,820 127355640 124,091,660
ervices
Export & Import 709,412,630 16,183,220 237,096,250 146,616,190
Building & 9,511,570 _ 49,971,340 4,284,990
Construction
Industry 82,981,170 - 19,700,000 -
Agriculture - - - 15,000,000
Consumer & 26,746,810 ; 3,217,000 ;
Personal
1,029,424,000 16,183,220 437,340,230 289,992,840
The fair value estimates of guarantees on these assets are described as follows:
30 June 2024 Current & Past Due over Total
Past Due up 29 days
Colateral to 29 days
ETB ETB ETB
Real State 1,733,792,500 1,733,792,500
Machinery 14,239,196 14,239,196
Vehicle . 919,828,813 e, 919,828,813
Others Enf“—fl 2 \1 444,263,95% e ﬂ4,263,938
Total | - . '4.1.71!'1.-" 4 3,112.124,446 - l.r"f.l"- 7 3412';.124,446
GuarinieedSgan, | :2,531,607,042 L 1 k 1 2,531,607,042
% of ufq?-ﬁ'teeg 16ans from total . . L i 0
portfoli _""‘H . 6% \\\ h“"— % 96%
% of guarantee that cover 123% o 123%

guaranteed loans
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30 June 2023 Current & Past Due over Others

Past Due up 29 days

to 29 days

ETB ETB ETB
Real State 1,029,424,000 1,029,424,000
Machinery 16,183,220 16,183,220
Vehicle 437,340,230 437,340,230
Others 289,992,840 289,992,840
Total 1,772,940,290 1,772,940,290
Guaranteed Loan 1,063,898,780 1,063,898,780
% of G.uaranteed loans from total 100% 100%
portfolio
% of guarantee that cover 166.64% 166.64%

guaranteed loans

The table intends to briefly indicate the loan portfolio Vs security covered by different class of
collaterals at the reporting date. While factoring the collateral for loan provision coverage it is
adjusted to the computation of EAD.

Some of the collateral classes are very liquid and equivalent to cash such as blocked account
balance and government bond. The collateral data indicates the balance of collateral securities
held by the Bank for loans and advances disbursed up to 30 June, 2024.

i. Loans and advances to corporate customers

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

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

As at 30 June 2024, there are no impaired loans and advances to customers. For each loan, the
value of disclosed collateral is capped at the nominal amount of the loan that it is held against.

iil. Investment securities designated as at FVTPL

Y

At 30 June 2024, the
designated at the FVT

athno exposufe to credit risk of
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4.3.5 Concentration of Credit Risk

The Bank analyzes credit risk concentration by sector and geographic location. The analysis of
credit risk concentration as of the reporting date of the financial statement is described as

follows:
30 June 2024 30 June 2023
Sector ETB ETB
Agriculture 15,879,814 15,747,120
Manufacturing 177,366,208 36,112,658
Domestic Trade and Services 446,261,028 214,894,507
Export & Import 1,551,963,327 747,304,565
Building and Construction 253,246,481 20,962,309
Personal/Consumer Loan 64,646,724.34 22,009,485
Total Outstanding 2,509,363,582 1,057,030,647
Allowance for Expected Credit Loss (261,439) (42,597)
Net Loan 2,509,102,143 1,056,988,049

The loan portfolio is diversified in all economic sectors. However, the lion’s share of the
outstanding loan is concentrated in the export & Import sector.

Concentration by Product line

The loan portfolio is also diversified product wise. The main loan product lines consist of Term
Loan, Overdraft, Advances and IFB finance. The largest portfolio of credit product is
constituted by term loans that consists different sub-products according to the purpose of the
loan granted for.

Outstanding loan balances

Product type 30 June 2024 30 June 2023
ETB ETB
Term loan 1,804,684,979 898,661,186
Overdraft 491,100,190 93,949,174
Advance loan 110,000,000 42,198,356
IFB Finance 103,578,413 22,221,930
Total Outstanding 2,509,363,582 1,057,030,647
Allowance for Expected Credit Loss (261,439) 42,597
Net Loan 2,509,102,143 1,056,988,049
e
4.3.6 Amqmg qﬁlsmg from ECL b

i. $1g1.1ﬁgtﬂ Cred_;t Risk

w0, L ) K" e
Whe ‘c'ﬁtegnm'lng ‘whether the risk of*dfault on.a financial insyin Ql’lt as. amtul recognition,
the Barik-considers reasonable and supportable information tha 5‘__ rrele\_/_ant and available
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without undue cost or effort. This includes both quantitative and qualitative information and
analysis, based on expert credit assessment and including forward-looking information.

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

e The remaining lifetime probability of default (PD) as at the reporting date;

e With the remaining lifetime PD for this point in time that was estimated at the time of
initial recognition of the exposure (adjusted where relevant for changes in prepayment
expectations).

e The Bank uses three criteria for determining whether there has been a significant
increase in credit risk:

= (QQuantitative test based on movement in PD;
» (Qualitative indicators; and
= A backstop of 30 days past due

ii. Credit Risk Grades

The Bank allocates each exposure to a credit risk grade based on a variety of data that is
determined to be predictive of the risk of default and applying experienced credit judgment.
Credit risk grades are defined using qualitative and quantitative factors that are indicative of
risk of default. These factors vary depending on the nature of the exposure and the type of
borrower.

Credit risk grades are defined and calibrated such that the risk of default occurring increases
exponentially as the credit risk deteriorates so, for example, the difference in risk of default
between credit risk grade 1 and 2 is smaller than the difference between credit risk grade 2 and
3 each exposure is allocated to a credit risk grade on initial recognition based on available
information about the borrower. Exposures are subject to ongoing monitoring, which may
result in an exposure being moved to a different credit risk grade. The monitoring typically
involves use of the following data.

a. Term loan Exposures

» [nformation obtained during periodic review of customer files — e.g. audited financial
statements, management accounts, budgets and projections. Examples of areas of particular
focus are: gross profit margins, financial leverage ratios, debt service coverage, compliance

» Data from credit reference agencies, press articles, changes in external credit ratings

= Actual and expected significant changes in the political, regulatory and technological
environment of the borrower or in its business activities

= Internally collected data on customer behavior.

b. Overdraft Exposures

= Pay ntgas;grg— his includes over&l_u.estatus as well as a range of {@ri2
ratigs o % o

= Uti izg e granted limit /., Vi

= Requesss: & granting of forbearances "+ |

= Exist st changes in"-']‘zpsiness, financial and economic conditions
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ili. Generating the term structure of PD

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

iv. Determining whether credit risk has increased significantly

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

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

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

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

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

e The criteria do not align with the point in time when an asset becomes 30 days past
due; the criteria are capable of identifying significant increases in credit risk before an
exposure is in default;

e The criteria ¢ do not align with the pomnt-in time when an asset b?_.,L es 30 days past
dué Bt

e The aye e‘ft.lme between the 1(ient1ﬁca‘r10ﬂ of a significant nme’a$e ;mcredlt risk and
lldqau:t gdars reasonable;

o )Fgosdfés are not generally tranS‘C”lPd directly from 12-

c?sd\nimﬂﬁred and

{\L\,L e Pasurement to

."'r' 1
- g
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e There is no unwarranted volatility in loss allowance from transfers between 12-month
PD (Stage 1) and lifetime PD (Stage 2)

v. Definition of default

The Bank considers 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 realizing security (if any is held);

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

= Overdrafts are considered as being past due once the customer has breached an advised
limit or been advised of a limit smaller than the current amount outstanding; or

= [t is becoming probable that the Borrower will restructure the asset as result of bankruptcy
due to the borrower’s inability to pay its credit obligations.

In assessing whether the borrower is in default, the Bank considers indicators that are

= Qualitative: e.g., breaches of covenant;

= Quantitative: e.g., overdue statues and non-payment on another obligation of some issuer to
the Bank

= Based on data developed internally and obtained from external sources.

* Inputs to the assessment of weather a financial instrument is in default and their significance
may vary over time to reflect changes in circumstances.

To sum up, the definition of default largely aligns with that applied by the Bank for regulatory
capital purposes.

vi. Incorporation of forward-looking information

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

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

External information considered includes economic data and forecasts published by Fitch

inatior of the upside| :md down51de representatlve ce %1;1@;& A’ Qomprehenswe rev1ew is
\ 154 i
sanel f
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Bank’s senior management. The Bank has identified and documented key drivers of credit risk
and credit losses for each portfolio of financial instruments and, using an analysis of historical
data, has estimated relationships between macroeconomic variables and credit risk and credit
losses.

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

Sector (Product) Macro Economic
Factors
Cluster 1 Goods  imports, | - -

Agriculture, Personal Loan, Overdraft, Interest | USD
free Financing

Cluster 2 - - -

Domestic Trade & Service,

Cluster 3 Goods imports, | Gross  domestic | -

Domestic Trade & Service, Manufacturing, USD product, USD,
current prices

Cluster 4 Goods  imports, | - -

Export & Import USD

The economic scenarios used as at 30 June 2024 include the following key indicators for

Ethiopia:

Macro-Economic 2024 2025 2026 2027 2028

Variable

Nominal GDP, 136,944.11 | 152,362.29 | 169,187.47 188,100.01 | 209,134.69

USD bn

Goods imports, 18,156.35 | 19,039.24 | 19,946.46 20,93591 | 21,974.44

USD bn

Predicted relationships between the key indicators and default rates on various portfolios of
financial assets have been developed based on analysing semi-annual historical data over the
past 5 years.

As of June 30 2024, | optimistic Base Downturn

Cluster 1 0% 100% 0%
Cluster 2 0% 100% 0%
Cluster 3 0% 92% 8%
Cluster 4 0% 100% 0%

vii. Modified ﬁnancial assets

J 9
The contra-ctuaE-rfeim;rof loan may be mgdified for a number of reasodis; includirg, changing
market ¢ ndmﬁlp cuﬂto\'iner retention ard othey factors not related fo c1;rren'“t or potential
credit de mo‘rq‘lss Ethelcustomer An existing loan whose terms halve’ lievr\.mor‘lﬁgd may be

derecogni ed-iand_thf r'ériegotlated loan rehf,gmzed as .4 new loan at'fain, Vdituc+ i accordance

ntﬁﬁ" policy set out.
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When the term of financial assets are modified and the modification dose not result in de-
recognition, the determination of whether the asset’s credit risk has increased significantly
reflects comparison of: its remaining lifetime PD at the reporting date based on the modified
terms; with the remaining lifetime PD estimated based on data on initial recognition and the
original contractual terms.

When modification result de-recognition, a new loan is recognized and allocated to stage 1
(assuming it is not credit- impaired at the time).

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

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

For financial asset modified as part of the Bank’s forbearance policy, the estimate of PD reflect
whether the modification has improved or restored the Bank’s ability to collect interest and
principal and the Bank’s previous experience of similar forbearance action. As part of this
process, The Bank evaluates the borrower’s payment performance against the modified
contractual term and considers various behavioral indicators.

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

viii. Measurement of ECL

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

= Probability of default (PD);
* Loss given default (LGD); and
= Exposure at default

ECL for exposure in-stage 1 is calculated by mul‘rml) ing the 12-month PD by LGD. and EAD.
Lifetime ECL i ].s caépukatgd ‘by multiplying the }ifetime PD by LLGD and EAD#"

% -

PD is an esti a.te é / lpkellhood of default over a given time horizon. I '15 stlfnated ay dta
point in time. T caﬁlﬁt‘mn is based on statigtical rating models, and ajse: G sing rating
tools tailored ‘to tha m’i‘lous categories of coufitarperties-and exposure For.,_p_rudence in
impairment, a minimum PD of 0.5% was applied to sector with less than 0.0 ‘-LPD
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LGD is the magnitude of the likely loss if there is default. The Bank estimate LGD parameters
based on the history of recovery rates of claims against defaulted counterparties. The LGD
models consider the structure, collateral, seniority of the claim, counterparty industry and
recovery cost of any collateral that is integral to the financial asset. For prudence in
impairment, a minimum LGD of 10% was applied to customers with less than 10% LGD, i.e.,

for loans whose total discounted collateral value is greater than the principal outstanding.
0983077130

EAD represents the expected exposure in the events of a default. The Bank derives the EAD
from the current exposure to the counterparty and potential changes to the current amount
allowed under the contract and arising from amortization. The EAD of a financial asset is its
gross carrying amount at the time of default. For lending commitments, the EADs are potential
future amounts of the guaranteed exposure when the financial guarantee becomes payable. For
financial assets, EAD is determining by modeling the range of possible exposure outcomes at
various points in time using scenario and statistical techniques.

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

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

To determine the EAD, each loan’s principal outstanding was amortized depending on the
remaining contractual lifetime. The Bank has assumed that the contractual life is similar to the
behavioural life and thus early prepayments have not been applied. The Bank performs an
analysis going forward to determine the likely impact of early prepayment rates.

The accrued interest of each loan was added to the principal outstanding as at the reporting
date to obtain the 12 — month EAD as at the reporting period. Further, the EAD for each
subsequent period when determining the lifetime ECL was discounted back to the reporting
date to cater for the time value of money.

For overdrafts that include both a loan and an undrawn commitment component, the Bank
measures ECL over a period longer than the maximum contractual period if the Bank’s
contractual ability to demand repayment and cancel the undrawn commitment does not limit
the Bank’s exposure to credit losses to the contractual notice period. These facilities do not
have a fixed term or repayment structure and are managed on a collective basis. The Bank can
cancel them with immediate effect but this contractual right is not enforced in the normal day-
to-day management, but only when the Bank becomes aware of an increase in credit risk at the
facility level. This longer period is estimated taking into account the credit risk management
ank expects to take, and that serve to mitigate ECL. These include a reductlon
ts &rhﬁc%lla ion of the fac111ty and/or turmng the outstandlng baldnce’ into;
fixed ré; ) 4&3 S. FA /

Portfolio stimate the amounts to be dfawn-down in future. For ind} "ff;c{\ﬁ‘al T@glhtles where

the drawn amount at reporting date (utilization rate) was lower than the Sector-portfolio CCF,
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the unutilized portion was computed multiplying the CCF by approved amount) and deducting
the total outstanding amount.

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

= [nstrument type:

= Credit risk grading;

= Collateral type;

= LTV ratio for retail mortgages;

= date of initial recognition;

= Remaining term to maturity;

® Industry/Sector; and

* Geographic location of the borrower.

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

ix. Loss allowance

The following tables show ECL reconciliation from the opening to the closing balance of the
loss allowance by class of financial instrument;

Loan and advance to customers at 2024

amortized cost Stage 1 Stage 2 Stage 3 Total
ETB ETB ETB ETB

Balances as at 1 July 2023 42,597 - - 42,597

Transfer to 12 Moth ECL

Trangfer to lifetime ECL not credit (955) 955 i )

impaired

Transfer to lifetime ECL credit i i

impaired )

Net re-measurement of Loss 40,837 ) ) 40,837

allowance

Net financial asset originated or 176,609 1396 i 178,005

purchased

Financial assets derecognized - - - -

Balance as at 30 June 2024 259,088 2,351 - 261,439

Loan and advance to customers 248,793

IFB Financing 12,646

. 261439
/O RhE
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Loan and advance to customers at amortized cost 2023
Stage 1 Stage2 Stage3  Total

ETB ETB ETB ETB

Balances as at 1 July 2022

Transfer to 12 Moth ECL

Transfer to lifetime ECL not credit impaired

Transfer to lifetime ECL credit impaired

Net re-measurement of Loss allowance 42,597 - - 42,597
Net financial asset originated or purchased

Financial assets derecognized

Balance as at 30 June 2023 42,597 - - 42,597
Loan and advance to customers 42,597
IFB Financing 0
42,597
Loan commitments and Financial guarantee 2024
contracts (off balance sheet exposures Stage1  Stage2 Stage3  Total
ETB ETB ETB ETB
Balances as at 1 July 2023 12,851 - - 12,851

Transfer to 12 Month ECL

Transfer to lifetime ECL not credit impaired - - - -
Transfer to lifetime ECL credit
impaired

Net measurement of Loss allowance - -
Net financial asset originated or purchased 608,270 - 608,270
Financial assets derecognized (12,851) - (12,851)

Balance as at 30 June 2024 608,270 - 608,270

Loan commitments and Financial 2023

guarantee contracts (off balance Stage 1 Stage 2 Stage 3 Total
sheet exposures ETB ETB ETB ETB
Balances as at 1 July 2021

Transfer to 12 Moth ECL
Transfer to lifetime ECL not credit
impaired

Transfer to lifetime ECL credit
impaired Lo, PRI R CELY

Net measurement of Loss allowance 12,851 N 12,851
Net financial asset originated or

purchased

Financial assets derecognized

O11B8E 1 st |
0111541

“ 12,851 [~ e Plug L - 12,851
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Other Financial Assets 2024
Cash & Investment in Other Total
Balance securities Receivable
with Banks (Debt & Financial
instrument) Assets
ETB ETB ETB ETB
Balances as at 1 July 2023 33,003 13,378 2,020,661 2,067,042
Net Measurement of loss 11,357 9,230 1,115,749 1,136,336
allowance
Balance as at 30 June 2024 44,361 22,608 3,136,410 3,203,378
Other Financial Assets 2023
Cash & Investment in Other Total
Balance securities Receivable &
with (Debt Financial
Banks instrument) Assets
ETB ETB ETB ETB
Balances as at 1 July 2022 - - - -
Net Measurement of loss 33,003 13,378 2,020,661 2,067,042
allowance
Balance as at 30 June 2023 33,003 13,378 2,020,661 2,067,042

The following table provides reconciliation between amount shown in the above tables
reconciling opening and closing balance of loss allowance per classes of financial instrument;
and the impairment losses on financial instruments’ line item in the consolidated statement of
profit or loss and comprehensive income.

2024
Loan & Loan Other Total
advanceto  commitment Financial charge

Charge to statement of profit or loss and customers at s & financial Assets
other comprehensive income. amortized guarantee

cost contracts

ETB ETB ETB ETB
Net measurement of loss allowance 40,837 - 1,136,336 1,177,173
New financial asset originated or purchased 178,005 608,270 - 786,275
Financial assets derecognized - (12,851) - (12,851)
Amounts directly written off during the year - - - -
Recoveries of amounts previously written off - - - -
Total 218,842 595,419 1,136,336 1,950,597

| | |
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2023
Charge to statement of profit or loss and Loan & Loan Other Total
other comprehensive income advance to commitments Financial charge
customers at & financial Assets
amortized guarantee

cost contracts

ETB ETB ETB ETB
Net measurement of loss allowance 42,597 12,851 2,067,042 2,122,490
New financial asset originated or purchased
Financial assets derecognized
Amounts directly written off during the year
Recoveries of amounts previously written off
Total 42,597 12,851 2,067,042 2,122,490

| -T-5l90 ) www.tsehaybank.com.et

Loans with Renegotiated Terms

Renegotiated loans or advances refers to loans which have been refinanced, rescheduled, rolled
over, or otherwise modified at favorable terms and conditions for the borrower because of
weaknesses in the borrower’s financial condition or ability to repay.

Non-Performing Loans are restructured when the result of analysis on the obligor’s financial
capacity witnesses the need to modify/change the original terms and conditions of the loan
contract in order to recover the outstanding loan. As per Bank’s loans management procedure,
any NPL (defaulted loan) is worked out and restructured by taking either of the following
changes or combined options.

= Extension of the repayment period with the consent of the concerned parties (borrower and
guarantor);

= Changing the form of the loan fully or partially (e.g., overdraft to a term loan);

= Requesting additional collateral or change of collateral;

= Cross-collateralizing multiple loans;

®* Including additional covenants;

= Arranging transfer of loans from one borrower to other borrowers upon request by the
borrower, based on the mutual agreement of both the borrower and the would-be buyer of
the loan, when an acceptable agreement is submitted to the Bank and a new buyer of the
loan is deemed to be better than the actual customer;

= Persuading owners, shareholders, and directors/managers of borrowers to enter into a
personal guarantee contract with the Bank;

= The Bank does not encourage additional finance for the loan recovery cases. However, the
Bank may approve additional loan for some customers, if there are appropriate and concrete
justifiable reasons; and

= An existing loan whose te have been modlﬁed _may be derecogmzed and the

ere tructurmg However, the status (c t’g

category of loan status s:o i
-usﬁ'ce'%.t e standard deﬂnitlon of substanda

o “substandard), withowt
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Renegotiated term loans equivalent of all past due interest is paid by the borrower in cash at
the time of renegotiation and the following payments are made by the borrower on a consistent
and timely basis in accordance with the restructured terms of the loan or advance.

= Loans with monthly or quarterly installment payments, at least 3(three) consecutive
repayments.

= Loans with semi-annual installment repayments, at least 2(two) installments.

= Loans with annual installment repayments, at least one repayment.

Renegotiated non-performing overdraft facilities equivalent of all past due interest is paid by
the borrower in cash at the time of renegotiation and the account shows at a minimum:

= A nil balance at least once
= A turnover rate about one times of the approved limit.

Renegotiated non-performing merchandize loans unless physical inventory of the merchandize
taken by the bank at the time of renegotiation shows that the outstanding principal loan and
interest thereof are fully covered and the safety margin determined following the inventory is
at least lower than the margin stated in the loan contract entered into by the bank and the
borrower at the time of initial extension of the loan.

Loans that were Past Due but Not Impaired

Loans that were ‘past due but not impaired’ are those for which contractual interest or principal
payments were past due but the Bank believed that impairment was not appropriate on the
basis of the level of security or collateral available and/or the stage of collection of amounts
owed to the Bank. The amounts disclosed exclude assets measured at FVTPL.

Write-off policy:

The Bank determines the write-off of a loan or group of loans demonstrating non-
recoverability. This determination is made after performing an analysis of the financial
conditions from the date of default and the likelihood of recovering such loans.

As per the credit procedure a loan is written-off when the Bank exhausts all means to recover
the outstanding loan. It is uncertain to know how long it will take to get court verdict on
litigations to recover the outstanding amount of defaulted loans from other attachable
properties registered in the name of the defaulters. Hence, doesn’t consider time limit for write-
offs. Defaulted loans are written-off immediately after exhausting all means to recover the
loan.

After having fully exhausted all possible means for the recovery of loans and advances and
after ascertaining that the property held as collateral does not cover the loan in full; and after
having ascertained that there is no other attachable property to cover the remaining balance
fully or partially, the recovery area shall compiie evidence to support that the loan or part of

. — . . . g AN
the loan it pﬁo-ﬁoﬁslﬁﬁeto?'Write-off 1s unrecovergbie.

;oo
Loan writg-offs _ﬂi@el ?nitllated for the follpwing reasons:

L —— i !
= Absenct &F attehable property 0
» [nsolvenéy OF orrower -

= Declaration 6fbankruptcy of the borrower by a court.
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» Higher Cost of Recovery than the Realizable Value of the Property

= Defects in Documentation — if the Bank has no legal ground to sue the borrower because of
defects in the contract.

= Court decision

= Statute limitation

4.3.7. Credit Related Commitments Risks

The Bank makes available to its customers guarantees which may require the Bank to make
payments on their behalf and enters into commitments to extend lines to secure their liquidity
needs. Letters of credit and guarantees (including standby letters of credit) commit the Bank to
make payments on behalf of customers in the event of a specific act, generally related to the
import or export of goods. Such commitments expose the Bank to similar risks to loans and are
mitigated by the same control processes and policies.

4.3.8. Statement of Prudential Adjustment

During the year ended 30 June 2024, the Bank transferred ETB 27.86 million to credit risk
reserve (2023: ETB 13.40 million). This amount represented the difference between the
provision for credit and other known losses as determined under the NBE Directives, NBE
Circulars and the impairment reserve in compliance with IFRS 9.

30 June 2024 30 June 2023
ETB ETB
Suspended Interest - -
Total impairement Bassed on IFRS (3,397,849) (2,063,239)
Total impairement Bassed on NBE Directive 31,256,360 15,463,994
27,858,511 13,400,754

4.4 Liquidity risk

Liquidity risk is the risk that the Bank cannot meet its maturing obligations when they become
due, at reasonable cost and in a timely manner. Liquidity risk arises because of the possibility
that the Bank might be unable to meet its payment obligations when they fail due as a result of
mismatches in the timing of the cash flows under normal and stress circumstance.

Liquidity risk management in the Bank is solely determined by Asset- Liquidity Management
Committee (ALCO), which bears the overall responsibility for liquidity risk. The main
objective of the Bank’s liquidity risk framework is to maintain sufficient liquidity in order to
hat the Bank meet its maturing obligations.

(?}Wlenng The Bank
evaluates its ablhty to meet its o,léhgatlons onan ongoing basis. Base 91;1 these evaluatlons the

Bank devises strategies to manage.i 1ts hquldlty risk.
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Prudent liquidity risk management implies that sufficient cash is maintained and that sufficient
funding is available to meet its liabilities when, due under both normal and stressed condition,
without incurring unacceptable losses or risk damage to the Bank’s reputation.

At 30 June 2024, the Bank was above regulatory minimum liquidity and funding level. The
Bank maintains sufficient unencumbered liquid assets to comply with regulatory requirement.
Liquidity status of the Bank is measured using various parameters and discussed tables below.

4.4.2 Liquid assets

The following table reflects the composition of liquidity pool by asset type as of 30, June 2024.

Liquidity Cash Level 1 Level 2

pool

ETB ETB ETB ETB
Cash - local and foreign currency 230,864,315 230,864,315
Deposits with Central Bank 414,052,890 413,984,182
Deposits with other local &

. 474,660,252 352,925,754 121,734,497

foreign banks
Total as of 30 June 2024 1,119,577,457 997,842,960 121,734,497
Total as of 30 June 2023 925,178.19 789,590,563

* Level 1-assets of extremely high liquidity and credit quality
* Level 2-assets of high liquidity & credit quality

4.4.3 Sources of Funding

Our primary sources of funding are customers’ deposit. The table below analyses our balance
sheet according to the assets that primary arises from operating activities the source of funding
primary supporting these activities. Assets and liabilities that do not arise from operating
activities are presented a net balancing source of deployment of funds.

Funding sources 30 June 2024 30 June 2023

ETB ETB
Customers’ Deposit 3,924,676,747 2,202,440,151
Deposits by Banks & other Financial Institutions 423,423,408 100,105,290
Margin held 104,301,739 2,705,076
Other liabilities 131,743,260 40,063,507
Total 4,584,145,154 2,345,314,024
Funding uses 30 June 2024 30 June 2023

ETB ETB

Loan and advance to customers

Loan & advance to Banks other Financial Institutions
Treasury-& DBE Bonds

Fixed Ela.@'er_:‘gem

Gash %a&e\mth Central Bark

fiothﬁ:'_-ﬁ"’ ¢I§ S}_l.-éet assets o)

\:’i pavt

2,419,128,456

452,159,384

1,057,030,647

132 033,671
1“{5 586,836
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4.4.4 Maturity Analysis of Financial Liabilities

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

2024
0-30 days 31-90 days 91-180 days 181-365 days  Over 1 year
ETB ETB ETB ETB ETB

Deposit from customers 377,412,919 158,903,494 202,186,657 424,178,911  3,185,418,174

Other liabilities

203,545,488 34,011,705 41,569,861 570,640,822

37,790,783

Total Financial 580,960,581 192,915,199 239,977,440 465,748,772  3,756,058,996

Liabilities

Loan Commitments 35,417,588

Guarantees 514,885,269 514,885,269

Letter of Credit 846,943,425

Other commitments 12,444,861

1,397,246,282 527,330,130
2023
0-30 days 31-90 days 91-180 days 181-365 days Over 1 year
ETB ETB ETB ETB ETB
Deposit from customers 309,740,750 138,127,800 161,149,100 184,170,400 1,509,357,391
Other liabilities 44,190,200 11,594,640 13,527,080 15,459,520 48,125,374
Total Financial Liabilities 353,930,950 149,722,440 174,676,180 199,629,920 1,557,482,765
Loan Commitments 96,756,257
Guarantees 171,713,560 171,713,560
Letter of Credit 13,058,645
Other commitments 22,716,443
281,528,462 194,430,003
4.5 Market Risk

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

The main objective of Market Risk Management is to manage and control market risk
exposures within acceptable parameters, there by optimizing the return on risk. Market risk is
monitored by the Risk Management Department regularly, to identify any adverse movement
in the underlining variables.

i. Interest Rate Risk

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

The Bank’s exposure to the risk of changes in market interest rates relates primarily to the
Bank’s obligations and financial assets with floating interest rates. The Bank also exposed on
fixed rate financial assets and financial liabilities. The Bank’s investment portfolio is
comprised of treasury bills, loans and receivables and cash deposits. The table below sets out

information on the exposures to fixed and variable interest instruments.

30 June 2024 Fixed Interest Non-Interest Total
Bearing Bearing
ETB ETB ETB
Assets
Cash and Bank Balances 997,842,960 997,842,960
Loans and Advances to 2,419,128,456 2,419,128,456
customers
Investment Securities 573,893,981 646,407,566 1,220,301,448
Other Assets 279,236,944 279,236,944
Total 2,993,022,437 1,923,487,470 4,916,509,808
Liabilities
Deposits from Customer 2,358,872,040 1,989,228,115 4,348,100,155
Other Liabilities 240,953,356 240,953,356
Total 2,358,872,040 2,230,181,471 4,589,053,511
30 June 2023 Fixed Interest Non-Interest Total
Bearing Bearing
ETB ETB ETB
Assets
Cash and Bank Balances 789,590,564 789,590,564
Loans and Advances to 1,057,030,647 1,057,030,647
Customers
Investment Securities 267,620,506 288,783,030 556,390,158
Other Assets 62,232,161 62,232,161
Total o 1,324,651.153 1,140,605,755 2,465,256,908
-~ " d "'r'_"“«.
Lo 'Elr '-E .-? =
Liabilities / . ,{ﬁ ‘-, .
Deposits fro Qust oy T 1,342,333,360 960,212, 8” ( 502 5215 441
Other Liabilit; es; oo, | LN 40,063,407 11140.063,507
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ii. Foreign exchange risk

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

The Bank is exposed to exchange rate risks to the extent of balances and transactions
denominated in a currency other than the Ethiopian Birr (ETB). The Bank’s foreign currency
bank accounts act as a natural hedge for these transactions. Management has set up a policy to
manage the Bank's foreign exchange risk against its functional currency.

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

The total foreign currency denominated net assets & liabilities exposed to risk as at year end 30
June 2024 was ETB (424,792,450) (30 June 2023: ETB 77,807,675).

30 June 2024 30 June 2023

ETB ETB
Cash and Bank balance 124,015,357 83,386,845
Net other foreign asset & Liabilities 55,975,273 (3,905,420)

Deposit from customers and other liabilities  (604,783,080) (1,673,750)
(424,792,450) 77,807,675

Sensitivity analysis for foreign exchange risk

The sensitivity analysis for currency rate risk shows how changes in the fair value or future
cash flows of a financial instrument will fluctuate because of changes in market rates at the
reporting date. The sensitivity of analysis for the Bank’s earnings to fluctuations in exchange
rates is reflected by varying the exchange rates at 10% as shown below:

30 June 2024 30 June 2023

ETB ETB
Impact on profit or loss - -
10% Appreciation exchange rate (42,524,600) 6,456.77
Tax Charge at 30% 12,757,380 (1,937.03)
Effect on net profit (29,767,220) 4,519.74
10% Deprecation exchange rate 42,524,600 (6,456.77)
Tax Charge at 30% (12,757.380) 1,937.03
Effect on net profit 29,767,220 (4,519.74)
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4.6 Capital Management

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

4.6.1 Capital Adequacy Ratio

According to the Licensing & Supervision of Banking Business Directive No SBB/78/2021 of
the National Bank of Ethiopia, the Bank has to maintain a capital to risk weighted assets ratio
of 8% at all times, the risk weighted assets being calculated as per the provisions of Directive
No SBB/9/95 issued on 18 August 1995. Capital includes capital contributions, retained
earnings, legal reserve and other reserves to be approved by the National Bank of Ethiopia.
The capital adequacy ratio is the quotient of the capital base of the Bank and the Bank’s risk
weighted asset base.

30 June 2024 30 June 2023
ETB ETB
Capital
Paid up capital 1,168,769,250 1,087,773,650

Share premium - -

Legal Reserve

Regulatory Credit Risk Reserve 27,858,511 -

Other reserves 382,089,548 -
1,578,717,309 1,087,773,650

Risk weighted assets

Risk Welghted balance for on-balance 4,404.033.675 2.117.286.401

sheet item

Credlt equivalent for off-balance sheet 343,418,654 75.223.817

1tems

Total Risk weighted assets 4,747,452,329 2,192,510,218

Risk weighted capital adequacy ratio o o

(CAR) 33.25% 49.61%

Minimum required capital 8% 8%

Excess 25.25% 41.61%

4.7 Fair value of financial asset and liabilities

AP Py
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described below, based on the lowest level input that is significant to the fair value
measurement as a whole.

4.7.1 Valuation Models

IFRS 13 specifies a hierarchy of valuation techniques based on whether the inputs to those
valuation techniques are observable or unobservable. Observable inputs reflect market data
obtained from independent sources; unobservable inputs reflect the Bank’s market
assumptions.

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

= Level 1: Inputs that are quoted market prices (unadjusted) in active markets for identical
assets or liabilities.

= Level 2: Inputs other than quoted prices included within Level 1 that are observable for the
asset or liability, either directly (i.e. as prices) or indirectly (i.e. derived from prices) .This
category includes instruments valued using: quoted market prices in active markets for
similar instruments; quoted prices for identical or similar instruments in markets that are
considered less than active, another valuation technique in which all significant inputs are
directly or indirectly observable from market data.
In conclusion, this category is for valuation techniques for which the lowest level input that
is significant to the fair value measurement is directly or indirectly observable.

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

4.7.2 Financial instruments not measured at a fair value —fair value hierarchy

The following table summarizes the carrying amounts of financial assets and liabilities at the
reporting date by the level in the fair value hierarchy into which the fair value measurement is
categorized. The amounts are based on the value recognized in the statement of financial

position.
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30 June 2024 Carrying Level 1 Level 2 Level 3 Total
Amount
ETB ETB ETB ETB ETB
Financial Assets
Cash and Bank 997,842,960 997,842,960 997,842,960
Balances
Loans and Receivables 279,236,944 279,236,944 279,236,944
Total 1,277,079,904 1,277,079,904  1,277,079,904
Financial Liabilities
Deposits from 4,348,100,155 4,348,100,155  4,348,100,155
Customer
Debt Securities Issued
Borrowings
Other Liabilities
Total 4,348,100,155 4,348,100,155  4,348,100,155
30 June 2023 Carrying Level 1 Level 2 Level 3 Total
Amount
ETB ETB ETB ETB ETB
Financial Assets
Cash and Bank Balances 789,590,564 789,590,564 789,590,564
Loans and Receivables 62,232,161 62,232,161 62,232,161
Total 851,822,725 851,822,725 851,822,725
Financial Liabilities
Deposits from Customer 2,302,545,441 2,302,545,441  2,302,545,441
Debt Securities Issued
Borrowings
Other Liabilities
Total 2,302,545,441 2,302,545,441  2,302,545,441

4.7.3 Fair value of financial assets and liabilities

The following table shows an analysis of financial and non-financial instruments measured at
fair value by level of the fair value hierarchy
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30 June 2024 Carrying Level 1 Level 2 Level 3 Total
Amount
ETB ETB ETB ETB ETB

Financial Assets

Investment Securities

FVOCI 646,407,566 646,407,566
Total 646,407,566 646,407,566
30 June 2023 Carrying Level 1 Level 2 Level 3 Total
Amount

ETB ETB ETB ETB ETB

Financial Assets
Investment Securities

FVOCI 288,783,030 288,783,030
Total 288,783,030 288,783,030

4.7.4 Fair value methods and assumptions

Loans and advances to customers are carried at amortized cost net of provision for impairment.
The estimated fair value represents the discounted amount of estimated future cash flows
expected to be received. Expected cash flows are discounted at current market rates to
determine fair value.

4.7.5 Valuation technique using significant unobservable inputs — Level 3
The Bank has no financial asset measured using significant unobservable inputs.
4.7.6 Transfers between the fair value hierarchy categories

During the two reporting periods covered by these annual financial statements, there were no
movements between levels as a result of significant inputs to the fair valuation process
becoming observable or unobservable.

4.8 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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5. INTEREST INCOME

See Accounting Policy in Note 3 (p)

30 June 2024 30 June 2023

Interest Income from ETB ETB
Interest on Deposit with domestic banks 24,059,024 28,881,570
Interest on Agricultural Loan 2,978,926 1,375,890
Interest on Building and Construction Loan 11,552,954 286,507
Interest on Domestic Trade and Services Loan 54,024,055 7,056,795
Interest on Export Term Loan 74,626,779 13,587,739
Interest on Import Term Loan 74,707,868 6,534,202
Interest on Export OD 16,949,677 1,726,357
Interest on Import OD 5,060,336 347,993
Interest on Manufacturing Loan 15,866,639 464,609
Interest on Treasury Bills 28,425,198 2,733,671
Interest on Advance Against Export Bills 12,666,295 2,198,356
Interest on Consumer Loan 4,486,509 1,729,982
Other sectors Loans and OD 1,621,845 -
DBE Bond 482,166 -

327,508,270 66,923,672

Interest Incomes are income earned by providing loan facility to customers engaged on various
sectors and consumer loans for the Bank staffs. It also includes interest earned on deposit
placement with other banks and treasury bills. It is recognized on an accrual basis by applying
the effective interest rate on the gross carrying amount of the asset except stage 3 financial
assets; as interest income on financial assets on stage 3 is recognized by applying

The effective interest rate on the net carrying amount of the financial assets, i.e., net of
provision. The contractual interest rate used by the bank is considered as effective interest rate.

However, the uncollected amount (accrued interest income) comprises of Birr 2,774,991 from
Time deposit at other banks, Birr 19,521,869 from Treasury bond, Birr 482,166 from DBE
Bond and Birr 62,959,774 from loan and advances.

6. INTEREST EXPENSE

See Accounting Policy in Note 3 (p)

o 30 June 2024 30 June 2023

Interest Expense on P SN ETB ETB
Savings A4 N 53,923,084 14,694,595
i 21,080,546

b TMS Pl 93,322,118
\a 12,049,483

35,775,141

o

N
g @3 -? \\ ‘:i,.ﬂ‘. Y

si g&hﬁ»custpfnj?eirs deposit while
XpefisE 0 a financial liability is

www.tsehaybank.com.et L&t--3101
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TSEHAY BANK SHARE COMPANY

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2024

recognized on an accrual basis by applying the effective interest rate on the amortized cost of
the financial liability. The contractual interest rate used by the bank is considered as effective

interest rate.

However, the unpaid amount (accrued interest expense) comprises of Birr 26,797,825 from

Time deposits of customers.
7. NON-INTEREST INCOME

See Accounting Policy in Note 3 (p)

Non-Interest Income

Commission and Charges
Gain on FX

Other Income

Profit on IFB Financing

30 June 2024 30 June 2023
379,310,035 19,332,298
38,388,064 3,031,793
22,274,091 2,847,644
5,036,884
445,009,074 25,211,735

Non-Interest incomes are incomes recognized on accrual basis as the service are provided. It
includes commission and charges, gain on FX and other non-interest incomes.

8. NON-INTEREST EXPENSE

See Accounting Policy in Note 3 (p)

The minimum regulatory requirement for loss allowance for other accounts (receivables) is
Birr 5,422,618 and the additional amount above the IFRS requirement is kept under regulatory

IeServes.

Non-Interest Expense
Employee Salaries
Employee Benefits
Employee Allowances
Other Employee Benefits
Advertisement & Publicity
Board Fee
Branch Inauguration
Cheque Book Printing
Legaland{Constiltation Fee
Barik Seryjge Charges
Logs-on Qx/larket Exchange Loss)

Depyrégiation E¢pefise - PPE N\

Dep cﬁ’t.'msﬂ-i‘gpénse - ROA
Donatiofi& Contribution Expense
Entertainment Expense

| :-T-5102) www.tsehaybank.com.et

30 June 2024 30 June 2023
ETB ETB

274,443,316 180,207,681
34,773,456 21,428,976
147,867,108 90,049,371
9,952,804 1,394,752
19,756,748 19,739,730
1,290,000 1,376,167
- 6,201,366
1,056,207__ 3,038,937
220,840
4(),{{32_( N 225,738
if *- 30,123
L&; 29,322,903
19.935__ 64,139,478
07 .- 2,568,500
205,082 761,052
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TSEHAY BANK SHARE COMPANY
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2024

External Audit Fee 276,403 213,038
Finance Charge-Lease 9,006,477 7,131,010
General Assembly Expense 1,596,564 1,115,301
Impairment Loss on PPE 12,400
Impairment Loss on Other Asset 2,507,507 4,407,973
Insurance Expense 3,952,259 1,466,659
Inventorable Non-Fixed Asset 30,188 2,679,202
Maintenance & Repair 1,634,332 2,159,125
Rent Expense 4,064,116 6,949,414
Outsourced Service Expense 37,600,885 31,038,357
Perdiem and Travel Expense 1,451,198 1,929,048
Petrol and Lubricant Expense 2,676,843 2,198,632
Stationary, Printing & Cleaning supplies 8,860,994 9,923,493
Sticker and Shutter Expense 439,855 3,282,165
Telephone Expense 4,492,207 3,595,991
Training and Education Expense 24,905,374 17,145,110
Transportation Expense 1,979,143 6,559,215
Utility Expense 1,230,780 1,025,989
Wage Expense 323,853 2,044,433
Event Management Expense 1,527,235 -
Deposit Insurance Expense 4,950,000 -
License Fees CBS and Digital Banking 2,306,685 -
Meeting Accommodation Expense 151,725 -
Payment Card Charge 954,211 -
Promotional Gift & Giveaways Expense 6,087,426 -
Sales Promotion Campaign Expense 110,575 -
Software Amortization Expense 300,201 -
Subscription Fee 61,620 -
Provision for Off Balance sheet 595,419
Sundry Expenses 12,710,700 6,107,395
779,961,260 531,677,162

9. INCOME TAXES

The Bank is subject to income taxes in Ethiopia. In Ethiopia the rate of business income tax
applicable to a business is 30%. In accordance to the tax proclamation, the tax payer is allowed
a number of deductible expenditures in determining the taxable revenue for a tax year.

30-Jun-24 30-Jun-23

(a) Current Tax B ETB ETB

Loss before tax //’.' cmese e (181,469,922) (486,419,318)

Add: Disallow /4 N

Entertainme (’ rhac Plus | 205,082

Donation (A W j 767,902

Severance \3 /' ] 4,183,000

Depreciation o 2‘51;1 urpose - PPE A Pt 52,604,773

Depreciation KRoTN ¢ Purpose - ROA B 98,179,935

Finance Charge a ortization for Accounting 9,006,477
www.tsehaybank.com.et




TSEHAY BANK SHARE COMPANY
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2024

Purpose

Pre-operating expense for Accounting Purpose
Provision for loans and advances as per NBE
(20%)

Provision for other assets as per NBE (20%)
Impairment Loss on Debt Securities

Impairment Loss on bank Balance

Impairment Loss on LC & Guarantee

Tax on Discounted Interest fringe benefit of
Employee loan - as per Tax

Sub-total

Less: Allowed Expenses

Depreciation for Tax Purpose - PPE
Amortization of rent Expense for Tax Purpose
Pre-operating expense for Tax Purpose

Interest income taxed at source-Treasury bonds
Interest income taxed at source-local deposits

Interest income taxed at source-DBE bonds
Unrealized foreign exchange gain or loss

Sub-total
Taxable Profit (Loss)
Current tax @ 30%

(a) (i) Reconciliation of effective Tax Rate

Loss before tax

Blended Statutory tax rate
Expected Tax Expense
Disallowed Expenses
Allowed Expenses
Current tax recoverable
Effective tax rate

(b)Deferred Tax

Deferred tax asset (liability) Opening Balance
Deferred tax asset (liability) as at year end
Profit or Loss items

Pre-operating Costs - As per Tax 7
Pre-operating Costs - As per Accoun‘;iarg’/ e
Taxable temporary difference

Total tax’ epreciation -PPE ‘ .|’ IS Plus
Totall aecoy @‘dep ciation —PPE\Q‘:_

Taxable temporary difference

NG
www.tsehaybank.com.et

2,946,264 2,220,484
501,501 881,595
4,522 13,378
8,872 33,003
119,084 12,851
624,758 298,943
169,152,169 105,288,696
66,251,910 36,173,290
107,381,347 70,310,306
7,385,607 7,385,607
28,425,198 2,733,671
24,059,024 28,881,570
482,166
28,284,120 2,618,241
262,269,372 148,102,684
(274,587,125) (529,233,306)
(82,376,137) (158,769,992)
30 June 2024 30 June 2023
ETB ETB
(181,469,922) (486,419,318)
30% 30%
(54,440,977) (145,925,795)
50,745,651 31,586,609
(78,680,812) (44,430,805)
(82,376,137) (158,769,992)
220% 306%
30-Jun-24 30-Jun-23
ETB ETB
(72,638,180) 6,538,786

' B,
o W e

ST 66,251,910
) 17152,604,773

./

044 R 4

(170,994,139)
7,385,607

7,385,607

13,647,137
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TSEHAY BANK SHARE COMPANY

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 30 JUNE 2024

Total tax depreciation - ROA 107,381,347 70,310,306
Total accounting depreciation - ROA 98,179,935 64,139,478
Taxable temporary difference 9,201,412 6,170,828
Total Taxable (deductible) temporary difference 30,234,157 20,406,821
Deferred tax (asset) liability - @ 30% 9,070,247 6,122,046
Severance Pay - As per Tax - -
Severance Pay - As per Accounting 4,183,000 464,000
Deductible temporary difference (4,183,000) (464,000)
Impairment Loss on Debt Securities and Bank ) )
Balance - as per tax
grzi);lilc“r:(?r;ts pI;:zsC . ;)lilmiligebt Securities and Bank 13,394 46,381
Deductible temporary difference (13,394) (46,381)
Total Deductible temporary difference 4,196,394 (510,381)
Deferred tax asset - @ 30% (1,258,918) (153,114)
Other Comprehensive Income Items
Re-measurement gain (loss) on Employee benefits ) i
obligations - as per tax
cbligations - s pe accountng 807,000 3,879,000
Deductible temporary difference (807,000) (3,879,000)
Deferred tax asset - @ 30% (242,100) (1,163,700)
Gain (Loss) arising from measurement equity i i
instrument at F.V - as per tax
insrument at EV - as per accounting 302622432 247,905,780
Taxable temporary difference 302,622,432 247,905,780
Deferred tax liability - @ 30% 90,786,730 74,371,734
Net deferred tax liability (asset) 98,355,958 79,176,966
(¢) Income Tax Recoverable
30 June 2024 30 June 2023
ETB ETB
Current tax payable (recoverable) (a) (82,376,137) (158,769,992)
9,070,247 6,122,046
,_ (1,258,918) (153,114)
(74,564,809) (152,801,060)
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TSEHAY BANK SHARE COMPANY
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2024

10. CASH AND CASH EQUIVALENTS

See Accounting Policy in Note 3 (b)

30 June 2024 30 June 2023
ETB ETB

Cash on Hand 230,864,315 129,922,417
Reserve Account with National Bank of Ethiopia 306,000,000 159,000,000
Other Accounts with National Bank of Ethiopia 108,052,890 254,984,182
Deposit with Local Banks 243,255,089 166,828,992
Deposit with Foreign Banks 109,670,665 78,854,972
997,842,959 789,590,564

Less: Loss Allowance (44,360) (33,003)
Cash and Cash Equivalent (net) 997,798,599 789,557,561

The Bank recognizes cash and cash equivalent balances with local banks at face value of the
asset. Whereas, deposits with foreign bank are converted into functional currency using the
mid-rate at the end of the reporting period. Reserve account with National Bank of Ethiopia is
the cash reserve requirement of NBE and not used for payment of operation the business. Other
accounts with National Bank of Ethiopia include payment and settlement account and issue
account maintained at NBE.

Cash and cash equivalents are carried at amortized cost in the statement of financial position.
11. DEBT AND EQUITY SECURITIES
See Accounting Policy in Note 3 (a), (e)

Financial assets which are not held at amortized, classified as “Fair value through profit or
losses” and “Fair value through OCI” are stated at fair value.

. . . 30 June 2024 30 June 2023
Financial assets at fair value through OCI ETB ETB
Balance at the beginning of the year 288,783,030 -
Additional investments made during the 55,002,105 - 877.250

year at cost

Fair Value Adjustment for the year

Equity Security at Fair Value

Financial Assets at amortized cost (Debt Securities)
Treasury & DBE Bond

— 11,052 166

/573,893,881 267,620,506
[~/ (22,608) 13,378
L TMS573,871,273 267,607,128
) _1,220278,840 556,390,158

ANNUAL REPORT 2023/24
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TSEHAY BANK SHARE COMPANY
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2024

Maturity Analysis at
30 June 2024

Less than 1 year
1-5 years
Over 5 years

Total

Maturity Analysis at
30 June 2023

Less than 1 year
1-5 years
Over 5 years

Total

Financial Held at Fair value Total
Instruments at through OCI
amortized cost
ETB ETB ETB
121,734,497 121,734,497
452,159,384 452,159,384
646,407,566 646,407,566
573,893,881 646,407,566 1,220,301,448
Financial Held at Fair value Total
Instruments at through OCI
amortized cost
ETB ETB ETB
135,586,836 135,586,836
132,033,671 132,033,671
288,783,030 288,783,030
267,620,507 288,783,030 556,403,537

The actual cash paid for investment in debt and equity securities includes Birr 118,959,507 of
certificate of deposit, Birr 421,585,349 of Treasury Bond, Birr 10,570,000 DBE Bond and Birr

95,879,355 of equity investment.

The Bank equity investment comprises

30 June 2024 30 June 2023
Carrying amount Fair Value Carrying amount  Fair value
ETB ETB ETB ETB

]égl'swmh Share 95,879,355 646,407,566 40,877,250 288,783,030
Unrealized

Gain/(Loss) due to

measurement at 302,622,432 247,905,780
Fair Value

Tax effect (90,786,730) (74,371,734)
Net Amount 211,835,702 173,534,046

The fair value of the unquoted equity securities carried at cost has been reliably estimated for
the equity Investments as at June 30, 2024. The Bank holds equity investments in Eth-switch
of 5.36% at 30 June 2024 (2023, 4.23%).

ANNUAL REPORT 2023/24
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TSEHAY BANK SHARE COMPANY
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2024

12. LOANS, ADVANCES AND IFB FINANCING TO CUSTOMERS

See Accounting Policy in Note 3 (a), (¢ & d)

30-Jun-24 30-Jun-23
ETB ETB
Agriculture 15,879,814 15,747,123
Building and Construction 253,246,481 20,962,309
Domestic Trade and Services 384,902,356 192,672,577
Export 720,060,546 425,715,390
Import 674,390,014 321,589,175
Manufacturing 177,366,208 36,112,658
Staff Loan and Advances 64,646,725 22,009,484
Advance Against Export Bills 115,112,767
Domestic Trade and Services IFB Financing 61,358,672 22,221,930
Export IFB Financing 42,400,000
Gross Amount 2,509,363,582 1,057,030,646
Less:
IFRS Impairment Loss Allowance
Opening Balance - -
Stage 1 (261,439) (42,597)
Stage 2 - -
Stage 3 - -
(261,439) (42,597)
Ending Balance 2,509,102,143 1,056,988,049

The minimum regulatory requirement for loss allowance for loans and advance is Birr
25,833,742 and the additional amount above the IFRS requirement is kept under regulatory
reserves.

81
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TSEHAY BANK SHARE COMPANY
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2024

14. LEASES
See Accounting Policy in Note 3 (f)

The Bank leases a number of buildings. Information about leases for which the Bank is a

lessee is presented below:

a) Right-of-Use Assets

Buildings Total
ETB ETB

Cost
As at 30 June 2023 444,342,626 444,342,626
Opening Balance Adjustments
Additions 71,465,698 71,465,698
As at 30 June 2024 515,808,325 515,808,325
Accumulated depreciation
As at 30 June 2023 (72,433,938) (72,433,938)

Opening Balance Adjustments

Additions (98,179,935) (98,179,935)
As at 30 June 2024 (170,613,873) (170,613,873)
Net book value
As at 30 June 2023 371,908,688 371,908,688
As at 30 June 2024 345,194,452 345,194,452
b) Finance Lease Obligation
Buildings Total
ETB ETB
Lease Liability
As at 30 June 2023 143,320,080 143,320,080
Additions 12,424,551 12,424,551
(22,887,493) (22,887,493)
132,857,139 132,857,139
8,796,115 8,796,115
Additions 9,006,472 9,006,472
Adjustments . s
As at 30 June 2023 / / . 152,116,195 152,116,195
Asat30 June2024 . 0 ) 150,659,725 150,659,725

The Bank recognizes a leasé-liability at the present value of the lease payments that are not
paid at that date. The Bank uses an incremental borrowing rate; i.e., cost of deposits. The

L-T-5112 ) www.tsehaybank.com.et ANNUAL REPORT 2023/24



TSEHAY BANK SHARE COMPANY
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2024

rates used to compute the present values of financial lease liabilities as at 30 June 2024 was
7%. The Bank leases buildings for its office space and branches. The building leases
typically run for a period of between 3 and 7 years with majority of the contracts running
for a period of 5 years. The Bank does not hold any finance and operating leases in its

capacity as a Lessor.
15. OTHER ASSETS

a) Financial Assets- receivables

30 June 2024 30 June 2023
ETB ETB
Emergency Salary Advance Receivable 100,530,812 50,049,019
Due from Eth-Switch 799,511 2,073,638
Due from Telecom Operator 95,324,825 6,470,363
Outward City Clearance 477,458 518,944
Staff Contribution Receivable 59,329
Miscellaneous Receivable 24,675,012 2,722,582
Tax recoverable 241,146,129 158,769,992
Prepaid Card Receivable 313,868 318,058
Prepaid Airtime Top-up Receivable 517,287 20,227
Claim on Remittance Company 55,689,772
Claims-H Office Branch & Dist 744,358
Claims for Transfer Payment 164,041
Gross Amount 520,383,074 221,002,152
Less : IFRS Impairment Allowance
Stage 1 (308,844) (6,847)
Stage 2 (1,236,940) (13,814)
Stage 3 (1,590,626) (2,000,000)
517,246,663 218,981,491

Balance of change in receivables, excluding tax recoverable of Birr 83,604,035, is Birr

58,227,806 before netting of impairment of Birr 3,136,410

ANNUAL REPORT 2023/24
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TSEHAY BANK SHARE COMPANY
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2024

b) Non-Financial Assets

30 June 2024 30 June 2023
ETB ETB

Stock Accounts 25,839,617 22,367,039
Advance Payment 3,011,212 629,066
Prepaid for Rent 9,815,784 11,654,760
Prepaid Employee Benefit (IFRS) 22,243,461 6,868,135
Prepaid Insurance 21,759 297,995
Prepayment Others 11,586,024 65,090
Purchase in Progress 12,360,329 13,684,534
Project In Progress 140,260,341 117,748,188

225,138,525 173,314,809

Stock accounts are inventories held by the bank in the form of materials or supplies to be
consumed in the Bank's operation or in rendering service to customers. For Tsehay Bank
S.C, inventory normally comprises of material and supplies which are not directly
expensed at the time of purchase, like stationery and printing materials, CPO, Check Book,
Passbook, office and other general supplies. The cost of inventory recognized as an
expense when it is used.

16. DEPOSIT FROM CUSTOMER

30 June 2024 30 June 2023
ETB ETB

Deposit by Product

Deposit from Conventional Banking

Saving Deposit 1,434,256,130 1,017,790,172
Demand Deposit 1,883,353,141 914,174,742
Fixed Deposit 769,929,886 249,159,000
4,087,539,158 2,181,123,914
Deposit from Interest Free Banking
Saving Deposit — [FB 154,686,023 75,386,600
Demand Deposit — IFB 105,874,974 46,034,927
260,560,997 121,421,527
4,348,100,155 2,302,545,441
Deposit by Ownership 30 June 2023
~ ETB

y. .

it from Conyentional Banking

an® /Y7 . N SE]
P“ Qgp% atives & Assoeiation
'ﬂ\? 10 & International Organisations
Non-Bank Financial Institutions
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1,174,003
298,213,034

1,095,704,028
699,636,371
93,908,410
2,049,925
94,542,968
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TSEHAY BANK SHARE COMPANY

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 30 JUNE 2024

Miscellaneous Accts Payable 3,588,097 15,413,716
IFB Service Payable 9,100 -
Provision for Legal Litigation 583,625 -
Provision for off Balance Sheet 608,270 12,851
Margin Held Account 104,301,739 2,705,076
Borrowing 131,743,260 -
Unearned Profit Income 5,326,573 -
Unearned Income 11,287,325 56,526

345,255,095 42,768,582
Total Other Liabilities 365,308,979 60,258,634

19. SHARE CAPITAL
See Accounting Policy in Note 3 (n)
30 June 2024 30 June 2023

Ordinary Share Capital ETB ETB
Authorised:
2,834,466 ordinary shares of Birr 1,000 each 2,834,466,000 2,834,466,000
Issued and Fully Paid:
1,665,696 ordinary shares of Birr 1,000 each 1,168,769,250 1,087,773,650

The authorized share capital of the Bank is Birr 2,834,466,000 comprising 2,834,466
ordinary shares at par value of Birr 1,000 each. The total paid-up capital and weighted
share of the bank at the balance sheet date is Birr 1,168,769,250.

20. RETAINED EARNING

30 June 2024 30 June 2023
ETB ETB
At the beginning of the year (339,994,700) (6,376,441)
Profit (loss) for the year (106,905,113) (333,618,258)
At the end of the year (446,899,813) (339,994,700)
~

21 LEGAL RESERVE

g&r ctive No. SBB/4/95 requires the Bank to transfer annually 25% of its annual net

™Yo/ Gts egal reserve account until such account equals its capital. When the legal
gs'ém&c unt equals the-capital.of the Bank, the amount to-be-tra

res account will be Z O% (ten percent) of the annual net g

However, the bank has mcuhed a IOSS for the period an
during the reporting pei;lod

..:J
(n% legaéf equlrement maintained
| o 0114841225/ |
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TSEHAY BANK SHARE COMPANY
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2024

22. REGULATORY RISK RESERVE

30 June 2024 30 June 2023
ETB ETB
At the beginning of the year 13,400,754 -
Addltl(?nal Impairment on Loans, Advance and IFB 14,512,479 11,059,824
Financing
Additional Impairment on Suspense accounts (54,722) 2,340,930
At the end of the year 27,858,511 13,400,754

Provisions under prudential guidelines are determined using the time-based provisioning
prescribed by the National Bank of Ethiopia (NBE) Directives. This is at variance with the
expected credit loss model required by IFRS under IFRS 9. As a result of the differences in
the provision, there will be variances in the impairments allowances required under the two
methodologies. Similarly, interests on non-performing loans are suspended as per NBE
directive, while IFRS 9 prescribes to recognize stage 3 loans interest income net of
impairment losses.

The proclamation ‘Financial Reporting Proclamation No0.847/2014 stipulates that Banks
would be required to make provisions for financial assets as prescribed in the relevant IFRS
Standards when IFRS is adopted.

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

(a) Provisions for loans & advances and other assets are recognized in the income
statement based on the requirements of IFRS. However, the IFRS provision should be
compared with provisions determined under the NBE Directives and the expected
impact/changes in other reserves are treated as follows:

= Prudential provision is greater than IFRS provisions; the excess resulting should be
transferred from the general reserve (retained earnings) account to a “regulatory risk
reserve”.

= Prudential provisions are less than IFRS provisions; IFRS determined provision is
charged to the statement of comprehensive income. The cumulative balance in the
regulatory risk reserve is thereafter reversed to the general reserve account.

= Interest suspended in the previous years and regularized in the current year is
compared with current year stage 3 loans interest income recognized net of
impairment losses. The difference between the two is transferred to “regulatory risk
reserve”.

o hFra
R T

oFr

(b) The non-distributable rese e_sﬂduﬂdgpe classified under Tier.1 as part
capital. ’ & o™
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TSEHAY BANK SHARE COMPANY
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2024

23. OTHER RESERVE

30 June 2024 30 June 2023

ETB ETB
At the beginning of the year 170,818,746 -
Equity Investment Fair Value Reserve 211,835,702 173,534,046
Re-measurements loss on defined benefit obligation (564,900) (2,715,300)
At the end of the year 382,089,548 170,818,746

24. RELATED PARTIES

Related parties are considered to be related if one party has the ability to control the other
party or exercise significant influence over the other party in making financial or
operational decisions, or another party controls both.

There are other companies which are related to Tsehay Bank through common
shareholdings or common directorships.

In the normal course of business, a number of banking transactions are entered into related
parties i.e., staff, directors, their associates and companies associated with directors. These
include loans, deposits and foreign currency transactions. Loans and advances to customers
include loans and advances to staff and to companies associated with directors.

a. Transactions with Related Parties

Balance with major shareholder and related parties which have outstanding loan balance as
of June 30, 2024 is as follow

30 June 2024 30 June 2023
ETB ETB
Major shareholder and related parties 313,926,959 307,781,857

b. Transactions with key management personnel

The bank has entered in to transaction with key management members for the period
ended. A number of transactions were entered into with related parties in the normal course
of business are disclosed below:

(i) Loans and Advances to Directors

30 Jfﬁi@ g/ )30
- Bd.l._ﬁ '9) A 5y o
oa@tﬁrs and executlve\x%}g}p\ag_e_:mcnt' / 19‘,\}51& g

(ii)Key Management Compensation

Key~managerfient has been determined to be the member of Board of Directors and
Executive Management of the Bank. The compensation paid or payable to key management
for is shown.
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TSEHAY BANK SHARE COMPANY
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2024

30 June 2024 30 June 2023

ETB ETB
Salaries & other employee benefits 18,093,950 18,704,783
Salary and allowance for BOD members 2,253,000 2,006,167
20,346,950 20,710,950

There were no sales or purchase of goods and services between the Bank and key
management personnel as at 30 June 2024.

25. CONTINGENT LIABILITIES
a) Claims and litigation
The Bank has no any legal action occurred at the end of the accounting period.
b) Guarantees, Loan, letter of credit, and Other Commitment
The Bank conducts business involving performance bond and guarantees. These
instruments are given as a security to support the performance of customer to third

parties.

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

30 June 2024 30 June 2023

ETB ETB
Financial guarantees 1,020,022,024 343,427,121
Letter of Credit 846,943,425 13,058,645
Loans and Advances approved but not disbursed 35,417,588 96,756,257
Unutilized overdraft and other revolving facilities 674,040,658 35,668,280
Other Commitments 12,444,861 22,716,443

2,588,868,556 511,626,746

26. EVENTS AFTER REPORTING PERIOD

In the opinion of the Directors, there was no significant post balance sheet events which
could have a material effect on the state of affairs of the bank as at 30 June 2024 and the
profit for the period ended on that date, which have not been adequately provided for or
disclosed.
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0he N7h A, 97.

21CE @LI° NAL AE ST INP'T (DIASH,
. %. A NNk 30 7 2024 AtMSe$@- 90D

(MAFe-&2 NC)
THEEE % k. ANAR R K. X NAB
30 ¢7 2024 30 ¢7 2023
noAL: ST 0L 5 327,508,270 66,923,672
POAL: Deh, 6 (159,294,685) (35,775,141)
PtMe- LOAL: 0. 168,213,585 31,148,531
ALZNEF trkam: N&ET 2mONEe hac- 12 (14,731,320) (11,102,421)
PN LOAL: L PNLCT aomONEL WA 40 153,482,265 20,046,109
hoae: o-an, Lo AP 7 445,009,074 25,211,735
hoag: o, ot O P T 8 (779,961,260) (531,677,162)
¢ hec nét (181,469,922) (486,419,318)
P20L “INC tarAT 9 74,564,809 152,801,060
hAaé hafic 024 (106,905,113) (333,618,258)
AfeF etMavg. NPT (Other Comprehensive Income)
VHCES g a1l (ML etk NPT oL
OmPT (Items that will never be reclassified
Subsequently to profit or loss)
NmdF L AOCTTT AhdA LTLTFA TPIIPPI° 08099, 17 (807,000) (3,879,000)
ot 1T ac
Re-measurement gain (loss) on employee benefit
obligation
007 LT TRR AR (0PI AT TN PFTT HCE 1 302,622,432 247,905,780
ORI NAL (Gain (Loss) arising from measurement
equity instrument at fair value)
T2 IC (Related tax) 9,17 (90,544,630) (73,208,034)
IMC L++100T AdeT eFMovs NPT
(Other Comprehensive Income, net of tax) 211,270,802 170,818,746
av
(L B e T 104,365,689  (162,799,512)

(Total Comprehensive Income for the year)
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