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To become one of the top ten private Banks in East 
Africa by the year 2040.
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We are dedicated to deliver sustainable value 
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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 Exchangeability (Amendment to IAS 21)

The amendment to IAS 21 concerns updates introduced regarding how to determine the 
exchange rate when there is a long-term lack of exchangeability, which was previously not 
regulated. 
The amendments are to be applied retrospectively from the effective date. The Bank will make 
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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 financial assets and liabilities such as equities held at 
fair value through profit or loss are recognised in profit or loss as part of the fair value gain or 
loss. Translation differences on non-monetary financial assets measured at fair value, such as 
equities classified as FVTOCI, are included in other comprehensive income.

The financial statement is presented in Ethiopian Birr (“ETB”), which is the Bank’s functional 
currency. The loans granted and liabilities contracted are in Ethiopian Birr, which is the 
currency that predominates in the economic environment where the Bank operates. Similarly, 
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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 financial assets and liabilities such as equities held at 
fair value through profit or loss are recognised in profit or loss as part of the fair value gain or 
loss. Translation differences on non-monetary financial assets measured at fair value, such as 
equities classified as FVTOCI, are included in other comprehensive income.

The financial statement is presented in Ethiopian Birr (“ETB”), which is the Bank’s functional 
currency. The loans granted and liabilities contracted are in Ethiopian Birr, which is the 
currency that predominates in the economic environment where the Bank operates. Similarly, 
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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 Exchangeability (Amendment to IAS 21)

The amendment to IAS 21 concerns updates introduced regarding how to determine the 
exchange rate when there is a long-term lack of exchangeability, which was previously not 
regulated. 
The amendments are to be applied retrospectively from the effective date. The Bank will make 
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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 financial assets and liabilities such as equities held at 
fair value through profit or loss are recognised in profit or loss as part of the fair value gain or 
loss. Translation differences on non-monetary financial assets measured at fair value, such as 
equities classified as FVTOCI, are included in other comprehensive income.

The financial statement is presented in Ethiopian Birr (“ETB”), which is the Bank’s functional 
currency. The loans granted and liabilities contracted are in Ethiopian Birr, which is the 
currency that predominates in the economic environment where the Bank operates. Similarly, 
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challenges, including persistent inflation, 
geopolitical tensions, and shifting monetary 
policies. Among these, the ongoing instabilities 
in the Middle East, particularly the conflict 
between Israel 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 
significant challenges. These conflicts have 
disrupted trade, agriculture, and transportation, 
which are critical to the national 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 directives requiring 
commercial banks to invest 20% of loan 

Dear distinguished  Shareholders and Stakeholders,

 It is with immense pride and a deep sense of 
responsibility that I 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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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 Exchangeability (Amendment to IAS 21)

The amendment to IAS 21 concerns updates introduced regarding how to determine the 
exchange rate when there is a long-term lack of exchangeability, which was previously not 
regulated. 
The amendments are to be applied retrospectively from the effective date. The Bank will make 
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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 financial assets and liabilities such as equities held at 
fair value through profit or loss are recognised in profit or loss as part of the fair value gain or 
loss. Translation differences on non-monetary financial assets measured at fair value, such as 
equities classified as FVTOCI, are included in other comprehensive income.

The financial statement is presented in Ethiopian Birr (“ETB”), which is the Bank’s functional 
currency. The loans granted and liabilities contracted are in Ethiopian Birr, which is the 
currency that predominates in the economic environment where the Bank operates. Similarly, 
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challenges, including persistent inflation, 
geopolitical tensions, and shifting monetary 
policies. Among these, the ongoing instabilities 
in the Middle East, particularly the conflict 
between Israel 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 
significant challenges. These conflicts have 
disrupted trade, agriculture, and transportation, 
which are critical to the national 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 directives requiring 
commercial banks to invest 20% of loan 

Dear distinguished  Shareholders and Stakeholders,

 It is with immense pride and a deep sense of 
responsibility that I 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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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 Exchangeability (Amendment to IAS 21)

The amendment to IAS 21 concerns updates introduced regarding how to determine the 
exchange rate when there is a long-term lack of exchangeability, which was previously not 
regulated. 
The amendments are to be applied retrospectively from the effective date. The Bank will make 
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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 financial assets and liabilities such as equities held at 
fair value through profit or loss are recognised in profit or loss as part of the fair value gain or 
loss. Translation differences on non-monetary financial assets measured at fair value, such as 
equities classified as FVTOCI, are included in other comprehensive income.

The financial statement is presented in Ethiopian Birr (“ETB”), which is the Bank’s functional 
currency. The loans granted and liabilities contracted are in Ethiopian Birr, which is the 
currency that predominates in the economic environment where the Bank operates. Similarly, 
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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 regulatory measures pose significant 
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 
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 supporting our 
strategic initiatives. Increased capital will enable 
us to seize emerging opportunities, steer through 
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 

commodity prices, compounded by geopolitical 
tensions and disruptions in domestic supply 
chains, have greatly added to inflationary 
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 
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 
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companies, ensuring our services reach a wider 
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As the Chairperson of the Board, I 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, I 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 from foreign banks, evolving 
regulatory requirements, and the ongoing 
domestic and international conflicts that could 
further impact supply chains, trade, and inflation.
By strengthening our capital base, continuing 
to invest in technology and innovation, and 
remaining committed to our mission of financial 

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, I 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, I 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,

.........................................  
Tadesse Ayenew

Chairperson of the Board of Directors
Tsehay Bank S.C.
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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 Exchangeability (Amendment to IAS 21)

The amendment to IAS 21 concerns updates introduced regarding how to determine the 
exchange rate when there is a long-term lack of exchangeability, which was previously not 
regulated. 
The amendments are to be applied retrospectively from the effective date. The Bank will make 
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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 financial assets and liabilities such as equities held at 
fair value through profit or loss are recognised in profit or loss as part of the fair value gain or 
loss. Translation differences on non-monetary financial assets measured at fair value, such as 
equities classified as FVTOCI, are included in other comprehensive income.

The financial statement is presented in Ethiopian Birr (“ETB”), which is the Bank’s functional 
currency. The loans granted and liabilities contracted are in Ethiopian Birr, which is the 
currency that predominates in the economic environment where the Bank operates. Similarly, 
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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 regulatory measures pose significant 
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 
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 supporting our 
strategic initiatives. Increased capital will enable 
us to seize emerging opportunities, steer through 
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 

commodity prices, compounded by geopolitical 
tensions and disruptions in domestic supply 
chains, have greatly added to inflationary 
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 
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 unwavering commitment to 
technological advancement is not only a response 
to customer demand but also a crucial step in our 
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, I 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, I 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 from foreign banks, evolving 
regulatory requirements, and the ongoing 
domestic and international conflicts that could 
further impact supply chains, trade, and inflation.
By strengthening our capital base, continuing 
to invest in technology and innovation, and 
remaining committed to our mission of financial 

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, I 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, I 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,

.........................................  
Tadesse Ayenew

Chairperson of the Board of Directors
Tsehay Bank S.C.
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tensions and disruptions in domestic supply 
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regional trade routes, have further raised the 
prices of both imported and locally produced 
goods. As a result, the cost of living has risen 
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innovative banking solutions to help manage the 
impact of inflation. Additionally, we will continue 
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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 unwavering commitment to 
technological advancement is not only a response 
to customer demand but also a crucial step in our 
journey toward financial inclusion, especially in 
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As the Chairperson of the Board, I 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, I 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 from foreign banks, evolving 
regulatory requirements, and the ongoing 
domestic and international conflicts that could 
further impact supply chains, trade, and inflation.
By strengthening our capital base, continuing 
to invest in technology and innovation, and 
remaining committed to our mission of financial 

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, I 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, I 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,

.........................................  
Tadesse Ayenew

Chairperson of the Board of Directors
Tsehay Bank S.C.
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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 Exchangeability (Amendment to IAS 21)

The amendment to IAS 21 concerns updates introduced regarding how to determine the 
exchange rate when there is a long-term lack of exchangeability, which was previously not 
regulated. 
The amendments are to be applied retrospectively from the effective date. The Bank will make 
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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 financial assets and liabilities such as equities held at 
fair value through profit or loss are recognised in profit or loss as part of the fair value gain or 
loss. Translation differences on non-monetary financial assets measured at fair value, such as 
equities classified as FVTOCI, are included in other comprehensive income.

The financial statement is presented in Ethiopian Birr (“ETB”), which is the Bank’s functional 
currency. The loans granted and liabilities contracted are in Ethiopian Birr, which is the 
currency that predominates in the economic environment where the Bank operates. Similarly, 
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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 

Message from the CEO

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 
Amhara and Oromia regions 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 
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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%, 

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 
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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 Exchangeability (Amendment to IAS 21)

The amendment to IAS 21 concerns updates introduced regarding how to determine the 
exchange rate when there is a long-term lack of exchangeability, which was previously not 
regulated. 
The amendments are to be applied retrospectively from the effective date. The Bank will make 
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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 financial assets and liabilities such as equities held at 
fair value through profit or loss are recognised in profit or loss as part of the fair value gain or 
loss. Translation differences on non-monetary financial assets measured at fair value, such as 
equities classified as FVTOCI, are included in other comprehensive income.

The financial statement is presented in Ethiopian Birr (“ETB”), which is the Bank’s functional 
currency. The loans granted and liabilities contracted are in Ethiopian Birr, which is the 
currency that predominates in the economic environment where the Bank operates. Similarly, 
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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 
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shipping, leading to delays and a rise in insurance 
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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 
Amhara and Oromia regions 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 
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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%, 

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.
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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 Exchangeability (Amendment to IAS 21)

The amendment to IAS 21 concerns updates introduced regarding how to determine the 
exchange rate when there is a long-term lack of exchangeability, which was previously not 
regulated. 
The amendments are to be applied retrospectively from the effective date. The Bank will make 
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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 financial assets and liabilities such as equities held at 
fair value through profit or loss are recognised in profit or loss as part of the fair value gain or 
loss. Translation differences on non-monetary financial assets measured at fair value, such as 
equities classified as FVTOCI, are included in other comprehensive income.

The financial statement is presented in Ethiopian Birr (“ETB”), which is the Bank’s functional 
currency. The loans granted and liabilities contracted are in Ethiopian Birr, which is the 
currency that predominates in the economic environment where the Bank operates. Similarly, 
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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 

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 
and customer satisfaction will remain at the core 
of everything we do.

Closing Remarks

In closing, I would like to express my sincere 
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, I 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. I am optimistic about the future and 
confident that, together, we will continue to 
achieve meaningful progress in the years ahead.

Warm regards,

...............................................
Yared Mesfin

Chief Executive Officer  
Tsehay Bank S.C.
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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 Exchangeability (Amendment to IAS 21)

The amendment to IAS 21 concerns updates introduced regarding how to determine the 
exchange rate when there is a long-term lack of exchangeability, which was previously not 
regulated. 
The amendments are to be applied retrospectively from the effective date. The Bank will make 
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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 financial assets and liabilities such as equities held at 
fair value through profit or loss are recognised in profit or loss as part of the fair value gain or 
loss. Translation differences on non-monetary financial assets measured at fair value, such as 
equities classified as FVTOCI, are included in other comprehensive income.

The financial statement is presented in Ethiopian Birr (“ETB”), which is the Bank’s functional 
currency. The loans granted and liabilities contracted are in Ethiopian Birr, which is the 
currency that predominates in the economic environment where the Bank operates. Similarly, 
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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 

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 
and customer satisfaction will remain at the core 
of everything we do.

Closing Remarks

In closing, I would like to express my sincere 
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, I 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. I am optimistic about the future and 
confident that, together, we will continue to 
achieve meaningful progress in the years ahead.

Warm regards,

...............................................
Yared Mesfin

Chief Executive Officer  
Tsehay Bank S.C.
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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 
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Our strategy for the years ahead will focus on 
sustainable growth, continuous innovation, and 
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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 
and customer satisfaction will remain at the core 
of everything we do.

Closing Remarks

In closing, I would like to express my sincere 
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, I 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. I am optimistic about the future and 
confident that, together, we will continue to 
achieve meaningful progress in the years ahead.

Warm regards,

...............................................
Yared Mesfin

Chief Executive Officer  
Tsehay Bank S.C.
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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 Exchangeability (Amendment to IAS 21)

The amendment to IAS 21 concerns updates introduced regarding how to determine the 
exchange rate when there is a long-term lack of exchangeability, which was previously not 
regulated. 
The amendments are to be applied retrospectively from the effective date. The Bank will make 
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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 financial assets and liabilities such as equities held at 
fair value through profit or loss are recognised in profit or loss as part of the fair value gain or 
loss. Translation differences on non-monetary financial assets measured at fair value, such as 
equities classified as FVTOCI, are included in other comprehensive income.

The financial statement is presented in Ethiopian Birr (“ETB”), which is the Bank’s functional 
currency. The loans granted and liabilities contracted are in Ethiopian Birr, which is the 
currency that predominates in the economic environment where the Bank operates. Similarly, 
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new subscribers added this year. Additionally, 
Internet Banking services have attracted 1,850 
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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)

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)

 Loans and Financing 

The total outstanding loans and financing increased 
to Birr 2.51 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 

Birr)
 International Banking Services

Tsehay Bank expanded its foreign exchange 
capabilities, resulting in USD 40.5 million 
generated through partnerships with existing 

correspondent banks and Money Transfer 
Organizations (IMTOs).Organizations (IMTOs).

Figure 5. Foreign Currency Earnings (Million USD)

 
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)

 
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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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 
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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.
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Figure 3: Deposit Performance by Type (Million 
Birr)

 Loans and Financing 

The total outstanding loans and financing increased 
to Birr 2.51 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 
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Tsehay Bank expanded its foreign exchange 
capabilities, resulting in USD 40.5 million 
generated through partnerships with existing 

correspondent banks and Money Transfer 
Organizations (IMTOs).Organizations (IMTOs).
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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 
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Figure 6. IFB Deposit (Million Birr)

 
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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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 financial assets and liabilities such as equities held at 
fair value through profit or loss are recognised in profit or loss as part of the fair value gain or 
loss. Translation differences on non-monetary financial assets measured at fair value, such as 
equities classified as FVTOCI, are included in other comprehensive income.

The financial statement is presented in Ethiopian Birr (“ETB”), which is the Bank’s functional 
currency. The loans granted and liabilities contracted are in Ethiopian Birr, which is the 
currency that predominates in the economic environment where the Bank operates. Similarly, 
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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

 
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.

• 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)

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.

Directors’ Report 
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Figure 3: Deposit Performance by Type (Million 
Birr)

 Loans and Financing 

The total outstanding loans and financing increased 
to Birr 2.51 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 

Birr)
 International Banking Services

Tsehay Bank expanded its foreign exchange 
capabilities, resulting in USD 40.5 million 
generated through partnerships with existing 

correspondent banks and Money Transfer 
Organizations (IMTOs).Organizations (IMTOs).

Figure 5. Foreign Currency Earnings (Million USD)

 
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)

 
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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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)

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

Figure 9: Expense (Million Birr)

Profitability

The Bank concluded the year with a comprehensive 
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)

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)

In terms of category, net outstanding loans, 
advances, and IFB financing to customers totaled 
Birr 2.51 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)

 
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 

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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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 Exchangeability (Amendment to IAS 21)

The amendment to IAS 21 concerns updates introduced regarding how to determine the 
exchange rate when there is a long-term lack of exchangeability, which was previously not 
regulated. 
The amendments are to be applied retrospectively from the effective date. The Bank will make 
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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 financial assets and liabilities such as equities held at 
fair value through profit or loss are recognised in profit or loss as part of the fair value gain or 
loss. Translation differences on non-monetary financial assets measured at fair value, such as 
equities classified as FVTOCI, are included in other comprehensive income.

The financial statement is presented in Ethiopian Birr (“ETB”), which is the Bank’s functional 
currency. The loans granted and liabilities contracted are in Ethiopian Birr, which is the 
currency that predominates in the economic environment where the Bank operates. Similarly, 
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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)

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

Figure 9: Expense (Million Birr)

Profitability

The Bank concluded the year with a comprehensive 
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)

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)

In terms of category, net outstanding loans, 
advances, and IFB financing to customers totaled 
Birr 2.51 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)

 
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 

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

Figure 9: Expense (Million Birr)

Profitability

The Bank concluded the year with a comprehensive 
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)

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)

In terms of category, net outstanding loans, 
advances, and IFB financing to customers totaled 
Birr 2.51 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)

 
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 

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.
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The Board of Directors and Executive 
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their unwavering support, which has been crucial 
to the Bank’s success.
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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 
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previous year. Additionally, the Bank earned Birr 
211.3 million from other comprehensive income 
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Total expenses reached Birr 954 million, with the 
largest portion allocated to employee salaries 
and benefits.
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Profitability

The Bank concluded the year with a comprehensive 
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.
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Total Asset

As of June 30, 2024, total assets amounted to 
Birr 6.18 billion, reflecting a 75% growth.  
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In terms of category, net outstanding loans, 
advances, and IFB financing to customers totaled 
Birr 2.51 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)

 
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 
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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 

Board of Directors meetings to ensure strong 
governance practices.
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Tsehay Bank engaged in multiple initiatives 
supporting national projects, tree planting, and 
community development. 
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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 Exchangeability (Amendment to IAS 21)

The amendment to IAS 21 concerns updates introduced regarding how to determine the 
exchange rate when there is a long-term lack of exchangeability, which was previously not 
regulated. 
The amendments are to be applied retrospectively from the effective date. The Bank will make 
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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 financial assets and liabilities such as equities held at 
fair value through profit or loss are recognised in profit or loss as part of the fair value gain or 
loss. Translation differences on non-monetary financial assets measured at fair value, such as 
equities classified as FVTOCI, are included in other comprehensive income.

The financial statement is presented in Ethiopian Birr (“ETB”), which is the Bank’s functional 
currency. The loans granted and liabilities contracted are in Ethiopian Birr, which is the 
currency that predominates in the economic environment where the Bank operates. Similarly, 
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Consequently, outstanding IFB financing reached 
Birr 103.8 million, with active guarantees totaling 
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Overall, these developments highlight a positive 
trend in the interest-free banking sector, as more 
customers look for alternatives that align with 
their values.
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Income and Expenses
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revenue, exhibiting a 738% increase from the 
previous year. Additionally, the Bank earned Birr 
211.3 million from other comprehensive income 
sources. 
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Total expenses reached Birr 954 million, with the 
largest portion allocated to employee salaries 
and benefits.

Figure 9: Expense (Million Birr)

Profitability

The Bank concluded the year with a comprehensive 
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)

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)

In terms of category, net outstanding loans, 
advances, and IFB financing to customers totaled 
Birr 2.51 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)

 
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 

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.
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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

 -------------------                                       ----------------------                 ---------------------
Sh’. Mohammedzein Zehredin          Dr. Mohamed Ibrahim          Sh’. Ibrahim Hassen  
Chairperson of Shariah                            Shariah Advisory                      Shariah Advisory                                                                   
Advisory Committee                             Committee Member          Committee Member
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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 Exchangeability (Amendment to IAS 21)

The amendment to IAS 21 concerns updates introduced regarding how to determine the 
exchange rate when there is a long-term lack of exchangeability, which was previously not 
regulated. 
The amendments are to be applied retrospectively from the effective date. The Bank will make 
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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 financial assets and liabilities such as equities held at 
fair value through profit or loss are recognised in profit or loss as part of the fair value gain or 
loss. Translation differences on non-monetary financial assets measured at fair value, such as 
equities classified as FVTOCI, are included in other comprehensive income.

The financial statement is presented in Ethiopian Birr (“ETB”), which is the Bank’s functional 
currency. The loans granted and liabilities contracted are in Ethiopian Birr, which is the 
currency that predominates in the economic environment where the Bank operates. Similarly, 
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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

 -------------------                                       ----------------------                 ---------------------
Sh’. Mohammedzein Zehredin          Dr. Mohamed Ibrahim          Sh’. Ibrahim Hassen  
Chairperson of Shariah                            Shariah Advisory                      Shariah Advisory                                                                   
Advisory Committee                             Committee Member          Committee Member
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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 Exchangeability (Amendment to IAS 21)

The amendment to IAS 21 concerns updates introduced regarding how to determine the 
exchange rate when there is a long-term lack of exchangeability, which was previously not 
regulated. 
The amendments are to be applied retrospectively from the effective date. The Bank will make 
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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 financial assets and liabilities such as equities held at 
fair value through profit or loss are recognised in profit or loss as part of the fair value gain or 
loss. Translation differences on non-monetary financial assets measured at fair value, such as 
equities classified as FVTOCI, are included in other comprehensive income.

The financial statement is presented in Ethiopian Birr (“ETB”), which is the Bank’s functional 
currency. The loans granted and liabilities contracted are in Ethiopian Birr, which is the 
currency that predominates in the economic environment where the Bank operates. Similarly, 
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twelve months exists at the end of the reporting period only if the entity complies with those 
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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). 
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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 financial assets and liabilities such as equities held at 
fair value through profit or loss are recognised in profit or loss as part of the fair value gain or 
loss. Translation differences on non-monetary financial assets measured at fair value, such as 
equities classified as FVTOCI, are included in other comprehensive income.

The financial statement is presented in Ethiopian Birr (“ETB”), which is the Bank’s functional 
currency. The loans granted and liabilities contracted are in Ethiopian Birr, which is the 
currency that predominates in the economic environment where the Bank operates. Similarly, 
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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 Exchangeability (Amendment to IAS 21)

The amendment to IAS 21 concerns updates introduced regarding how to determine the 
exchange rate when there is a long-term lack of exchangeability, which was previously not 
regulated. 
The amendments are to be applied retrospectively from the effective date. The Bank will make 
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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 financial assets and liabilities such as equities held at 
fair value through profit or loss are recognised in profit or loss as part of the fair value gain or 
loss. Translation differences on non-monetary financial assets measured at fair value, such as 
equities classified as FVTOCI, are included in other comprehensive income.

The financial statement is presented in Ethiopian Birr (“ETB”), which is the Bank’s functional 
currency. The loans granted and liabilities contracted are in Ethiopian Birr, which is the 
currency that predominates in the economic environment where the Bank operates. Similarly, 
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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 Exchangeability (Amendment to IAS 21)

The amendment to IAS 21 concerns updates introduced regarding how to determine the 
exchange rate when there is a long-term lack of exchangeability, which was previously not 
regulated. 
The amendments are to be applied retrospectively from the effective date. The Bank will make 
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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 financial assets and liabilities such as equities held at 
fair value through profit or loss are recognised in profit or loss as part of the fair value gain or 
loss. Translation differences on non-monetary financial assets measured at fair value, such as 
equities classified as FVTOCI, are included in other comprehensive income.

The financial statement is presented in Ethiopian Birr (“ETB”), which is the Bank’s functional 
currency. The loans granted and liabilities contracted are in Ethiopian Birr, which is the 
currency that predominates in the economic environment where the Bank operates. Similarly, 
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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 Exchangeability (Amendment to IAS 21)

The amendment to IAS 21 concerns updates introduced regarding how to determine the 
exchange rate when there is a long-term lack of exchangeability, which was previously not 
regulated. 
The amendments are to be applied retrospectively from the effective date. The Bank will make 
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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 financial assets and liabilities such as equities held at 
fair value through profit or loss are recognised in profit or loss as part of the fair value gain or 
loss. Translation differences on non-monetary financial assets measured at fair value, such as 
equities classified as FVTOCI, are included in other comprehensive income.

The financial statement is presented in Ethiopian Birr (“ETB”), which is the Bank’s functional 
currency. The loans granted and liabilities contracted are in Ethiopian Birr, which is the 
currency that predominates in the economic environment where the Bank operates. Similarly, 
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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

Signed and issued on this date of 21 October 2024
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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 Exchangeability (Amendment to IAS 21)

The amendment to IAS 21 concerns updates introduced regarding how to determine the 
exchange rate when there is a long-term lack of exchangeability, which was previously not 
regulated. 
The amendments are to be applied retrospectively from the effective date. The Bank will make 

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

14

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 financial assets and liabilities such as equities held at 
fair value through profit or loss are recognised in profit or loss as part of the fair value gain or 
loss. Translation differences on non-monetary financial assets measured at fair value, such as 
equities classified as FVTOCI, are included in other comprehensive income.

The financial statement is presented in Ethiopian Birr (“ETB”), which is the Bank’s functional 
currency. The loans granted and liabilities contracted are in Ethiopian Birr, which is the 
currency that predominates in the economic environment where the Bank operates. Similarly, 

‘‘page 7 to 94 are based on Audited Financial Statement
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Report on the Audit of the Financial Statements

Opinion 

We have audited the financial statements of Africa Insurance Share Company 
(S.C), which comprise the statement of financial position as at 30 June 2023, 
and the statement of profit or loss and comprehensive income, statement 
of changes in equity and statement of cash flows for the year then ended, 
and notes to the financial statements, including a summary of significant 
accounting policies. 

In our opinion, the accompanying financial statements present fairly, in all 
material respects, or give a true and fair view of the financial position of the 
Company as at 30 June 2023, and its financial performance and its cash flows 
for the year then ended in accordance with International Financial Reporting 
Standards (IFRSs).

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing 
(ISAs). Our responsibilities under those standards are further described in the 
Auditor’s Responsibilities for the Audit of the Financial Statements section 
of our report. We are independent of the Company in accordance with the 
International Ethics Standards Board for Accountants’ Code of Ethics for 
Professional Accountants (IESBA Code), and we have fulfilled our other ethical 
responsibilities in accordance with the IESBA Code. We believe that the audit 
evidence we have obtained is sufficient and appropriate to provide a basis for 
our opinion.

Responsibilities of Directors and Management for the Financial Statements

The Directors are responsible for the preparation and fair presentation of the 
financial statements in accordance with International Financial Reporting 
Standards, and for such internal control as Directors determine is necessary 
to enable the preparation of financial statements that are free from material 
misstatement, whether due to fraud or error.
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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 Exchangeability (Amendment to IAS 21)

The amendment to IAS 21 concerns updates introduced regarding how to determine the 
exchange rate when there is a long-term lack of exchangeability, which was previously not 
regulated. 
The amendments are to be applied retrospectively from the effective date. The Bank will make 
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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 financial assets and liabilities such as equities held at 
fair value through profit or loss are recognised in profit or loss as part of the fair value gain or 
loss. Translation differences on non-monetary financial assets measured at fair value, such as 
equities classified as FVTOCI, are included in other comprehensive income.

The financial statement is presented in Ethiopian Birr (“ETB”), which is the Bank’s functional 
currency. The loans granted and liabilities contracted are in Ethiopian Birr, which is the 
currency that predominates in the economic environment where the Bank operates. Similarly, 
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Report on the Audit of the Financial Statements

Opinion 

We have audited the financial statements of Africa Insurance Share Company 
(S.C), which comprise the statement of financial position as at 30 June 2023, 
and the statement of profit or loss and comprehensive income, statement 
of changes in equity and statement of cash flows for the year then ended, 
and notes to the financial statements, including a summary of significant 
accounting policies. 

In our opinion, the accompanying financial statements present fairly, in all 
material respects, or give a true and fair view of the financial position of the 
Company as at 30 June 2023, and its financial performance and its cash flows 
for the year then ended in accordance with International Financial Reporting 
Standards (IFRSs).

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing 
(ISAs). Our responsibilities under those standards are further described in the 
Auditor’s Responsibilities for the Audit of the Financial Statements section 
of our report. We are independent of the Company in accordance with the 
International Ethics Standards Board for Accountants’ Code of Ethics for 
Professional Accountants (IESBA Code), and we have fulfilled our other ethical 
responsibilities in accordance with the IESBA Code. We believe that the audit 
evidence we have obtained is sufficient and appropriate to provide a basis for 
our opinion.

Responsibilities of Directors and Management for the Financial Statements

The Directors are responsible for the preparation and fair presentation of the 
financial statements in accordance with International Financial Reporting 
Standards, and for such internal control as Directors determine is necessary 
to enable the preparation of financial statements that are free from material 
misstatement, whether due to fraud or error.
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Report on the Audit of the Financial Statements

Opinion 

We have audited the financial statements of Africa Insurance Share Company 
(S.C), which comprise the statement of financial position as at 30 June 2023, 
and the statement of profit or loss and comprehensive income, statement 
of changes in equity and statement of cash flows for the year then ended, 
and notes to the financial statements, including a summary of significant 
accounting policies. 

In our opinion, the accompanying financial statements present fairly, in all 
material respects, or give a true and fair view of the financial position of the 
Company as at 30 June 2023, and its financial performance and its cash flows 
for the year then ended in accordance with International Financial Reporting 
Standards (IFRSs).

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing 
(ISAs). Our responsibilities under those standards are further described in the 
Auditor’s Responsibilities for the Audit of the Financial Statements section 
of our report. We are independent of the Company in accordance with the 
International Ethics Standards Board for Accountants’ Code of Ethics for 
Professional Accountants (IESBA Code), and we have fulfilled our other ethical 
responsibilities in accordance with the IESBA Code. We believe that the audit 
evidence we have obtained is sufficient and appropriate to provide a basis for 
our opinion.

Responsibilities of Directors and Management for the Financial Statements

The Directors are responsible for the preparation and fair presentation of the 
financial statements in accordance with International Financial Reporting 
Standards, and for such internal control as Directors determine is necessary 
to enable the preparation of financial statements that are free from material 
misstatement, whether due to fraud or error.
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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 Exchangeability (Amendment to IAS 21)

The amendment to IAS 21 concerns updates introduced regarding how to determine the 
exchange rate when there is a long-term lack of exchangeability, which was previously not 
regulated. 
The amendments are to be applied retrospectively from the effective date. The Bank will make 
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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 financial assets and liabilities such as equities held at 
fair value through profit or loss are recognised in profit or loss as part of the fair value gain or 
loss. Translation differences on non-monetary financial assets measured at fair value, such as 
equities classified as FVTOCI, are included in other comprehensive income.

The financial statement is presented in Ethiopian Birr (“ETB”), which is the Bank’s functional 
currency. The loans granted and liabilities contracted are in Ethiopian Birr, which is the 
currency that predominates in the economic environment where the Bank operates. Similarly, 
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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 
benefit obligation 17 (807,000) (3,879,000)
Gain (Loss) arising from measurement equity 
instrument at fair value 11 302,622,432 247,905,780

Related tax 9,17 (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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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 Exchangeability (Amendment to IAS 21)

The amendment to IAS 21 concerns updates introduced regarding how to determine the 
exchange rate when there is a long-term lack of exchangeability, which was previously not 
regulated. 
The amendments are to be applied retrospectively from the effective date. The Bank will make 
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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 financial assets and liabilities such as equities held at 
fair value through profit or loss are recognised in profit or loss as part of the fair value gain or 
loss. Translation differences on non-monetary financial assets measured at fair value, such as 
equities classified as FVTOCI, are included in other comprehensive income.

The financial statement is presented in Ethiopian Birr (“ETB”), which is the Bank’s functional 
currency. The loans granted and liabilities contracted are in Ethiopian Birr, which is the 
currency that predominates in the economic environment where the Bank operates. Similarly, 
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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 
benefit obligation 17 (807,000) (3,879,000)
Gain (Loss) arising from measurement equity 
instrument at fair value 11 302,622,432 247,905,780

Related tax 9,17 (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.

ANNUAL REPORT 2023/24www.tsehaybank.com.etPage 34

TSEHAY BANK SHARE COMPANY
STATEMENTS OF PROFIT OR LOSS AND OTHER COMPREHENSIVE 

INCOME FOR THE YEAR ENDED JUNE 30, 2024

www.tsehaybank.com.etANNUAL REPORT 2023/24 Page 35

TSEHAY BANK SHARE COMPANY
STATEMENTS OF FINANCIAL POSITION

AS AT 30 JUNE 2024

7 

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 
benefit obligation 17 (807,000) (3,879,000)
Gain (Loss) arising from measurement equity 
instrument at fair value 11 302,622,432 247,905,780

Related tax 9,17 (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 5,048,006,158 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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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 Exchangeability (Amendment to IAS 21)

The amendment to IAS 21 concerns updates introduced regarding how to determine the 
exchange rate when there is a long-term lack of exchangeability, which was previously not 
regulated. 
The amendments are to be applied retrospectively from the effective date. The Bank will make 
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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 financial assets and liabilities such as equities held at 
fair value through profit or loss are recognised in profit or loss as part of the fair value gain or 
loss. Translation differences on non-monetary financial assets measured at fair value, such as 
equities classified as FVTOCI, are included in other comprehensive income.

The financial statement is presented in Ethiopian Birr (“ETB”), which is the Bank’s functional 
currency. The loans granted and liabilities contracted are in Ethiopian Birr, which is the 
currency that predominates in the economic environment where the Bank operates. Similarly, 
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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 Exchangeability (Amendment to IAS 21)

The amendment to IAS 21 concerns updates introduced regarding how to determine the 
exchange rate when there is a long-term lack of exchangeability, which was previously not 
regulated. 
The amendments are to be applied retrospectively from the effective date. The Bank will make 
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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 financial assets and liabilities such as equities held at 
fair value through profit or loss are recognised in profit or loss as part of the fair value gain or 
loss. Translation differences on non-monetary financial assets measured at fair value, such as 
equities classified as FVTOCI, are included in other comprehensive income.

The financial statement is presented in Ethiopian Birr (“ETB”), which is the Bank’s functional 
currency. The loans granted and liabilities contracted are in Ethiopian Birr, which is the 
currency that predominates in the economic environment where the Bank operates. Similarly, 
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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       8,12 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 352,925,754 245,683,964
Cash at Central Bank (NBE) 414,052,890 413,984,182
Cash on Hand 230,864,315 129,922,417
Cash and Cash Equivalents 10 997,842,959 789,590,564

The accompanying notes are an integral part of these financial statements.
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TSEHAY BANK SHARE COMPANY 
NOTES TO THE FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 30 JUNE 2024
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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 Exchangeability (Amendment to IAS 21)

The amendment to IAS 21 concerns updates introduced regarding how to determine the 
exchange rate when there is a long-term lack of exchangeability, which was previously not 
regulated. 
The amendments are to be applied retrospectively from the effective date. The Bank will make 

TSEHAY BANK SHARE COMPANY 
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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 financial assets and liabilities such as equities held at 
fair value through profit or loss are recognised in profit or loss as part of the fair value gain or 
loss. Translation differences on non-monetary financial assets measured at fair value, such as 
equities classified as FVTOCI, are included in other comprehensive income.

The financial statement is presented in Ethiopian Birr (“ETB”), which is the Bank’s functional 
currency. The loans granted and liabilities contracted are in Ethiopian Birr, which is the 
currency that predominates in the economic environment where the Bank operates. Similarly, 
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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, capital requirements and capital resources.
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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 IAS 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 
2023 1-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) 1 Janaury 2024

Non-current Liabilities with Covenants (Amendment 
to IAS 1) 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 
quantitative) related to supplier finance arrangements. The Amendments also provide guidance 
on characteristics of supplier finance arrangements and to compare one entity with another. 

The amendments are to be applied retrospectively from the effective date. The Bank will make 
an assessment of the impact of this adoption.
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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 Exchangeability (Amendment to IAS 21)

The amendment to IAS 21 concerns updates introduced regarding how to determine the 
exchange rate when there is a long-term lack of exchangeability, which was previously not 
regulated. 
The amendments are to be applied retrospectively from the effective date. The Bank will make 
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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 financial assets and liabilities such as equities held at 
fair value through profit or loss are recognised in profit or loss as part of the fair value gain or 
loss. Translation differences on non-monetary financial assets measured at fair value, such as 
equities classified as FVTOCI, are included in other comprehensive income.

The financial statement is presented in Ethiopian Birr (“ETB”), which is the Bank’s functional 
currency. The loans granted and liabilities contracted are in Ethiopian Birr, which is the 
currency that predominates in the economic environment where the Bank operates. Similarly, 
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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, capital requirements and capital resources.
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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 IAS 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 
2023 1-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) 1 Janaury 2024

Non-current Liabilities with Covenants (Amendment 
to IAS 1) 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 
quantitative) related to supplier finance arrangements. The Amendments also provide guidance 
on characteristics of supplier finance arrangements and to compare one entity with another. 

The amendments are to be applied retrospectively from the effective date. The Bank will make 
an assessment of the impact of this adoption.
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services to corporate, retail and SME clients based in the Ethiopian market.
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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 
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concept. All values are rounded to the nearest thousands, except when otherwise indicated. The 
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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, capital requirements and capital resources.
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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 IAS 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 
2023 1-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) 1 Janaury 2024

Non-current Liabilities with Covenants (Amendment 
to IAS 1) 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 
quantitative) related to supplier finance arrangements. The Amendments also provide guidance 
on characteristics of supplier finance arrangements and to compare one entity with another. 

The amendments are to be applied retrospectively from the effective date. The Bank will make 
an assessment of the impact of this adoption.
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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 Exchangeability (Amendment to IAS 21)

The amendment to IAS 21 concerns updates introduced regarding how to determine the 
exchange rate when there is a long-term lack of exchangeability, which was previously not 
regulated. 
The amendments are to be applied retrospectively from the effective date. The Bank will make 
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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 financial assets and liabilities such as equities held at 
fair value through profit or loss are recognised in profit or loss as part of the fair value gain or 
loss. Translation differences on non-monetary financial assets measured at fair value, such as 
equities classified as FVTOCI, are included in other comprehensive income.

The financial statement is presented in Ethiopian Birr (“ETB”), which is the Bank’s functional 
currency. The loans granted and liabilities contracted are in Ethiopian Birr, which is the 
currency that predominates in the economic environment where the Bank operates. Similarly, 
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The amendments are to be applied retrospectively from the effective date. The Bank will make 
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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 Exchangeability (Amendment to IAS 21)

The amendment to IAS 21 concerns updates introduced regarding how to determine the 
exchange rate when there is a long-term lack of exchangeability, which was previously not 
regulated. 
The amendments are to be applied retrospectively from the effective date. The Bank will make 
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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 financial assets and liabilities such as equities held at 
fair value through profit or loss are recognised in profit or loss as part of the fair value gain or 
loss. Translation differences on non-monetary financial assets measured at fair value, such as 
equities classified as FVTOCI, are included in other comprehensive income.

The financial statement is presented in Ethiopian Birr (“ETB”), which is the Bank’s functional 
currency. The loans granted and liabilities contracted are in Ethiopian Birr, which is the 
currency that predominates in the economic environment where the Bank operates. Similarly, 
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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 Exchangeability (Amendment to IAS 21)

The amendment to IAS 21 concerns updates introduced regarding how to determine the 
exchange rate when there is a long-term lack of exchangeability, which was previously not 
regulated. 
The amendments are to be applied retrospectively from the effective date. The Bank will make 
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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 financial assets and liabilities such as equities held at 
fair value through profit or loss are recognised in profit or loss as part of the fair value gain or 
loss. Translation differences on non-monetary financial assets measured at fair value, such as 
equities classified as FVTOCI, are included in other comprehensive income.

The financial statement is presented in Ethiopian Birr (“ETB”), which is the Bank’s functional 
currency. The loans granted and liabilities contracted are in Ethiopian Birr, which is the 
currency that predominates in the economic environment where the Bank operates. Similarly, 
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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 Exchangeability (Amendment to IAS 21)

The amendment to IAS 21 concerns updates introduced regarding how to determine the 
exchange rate when there is a long-term lack of exchangeability, which was previously not 
regulated. 
The amendments are to be applied retrospectively from the effective date. The Bank will make 
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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 financial assets and liabilities such as equities held at 
fair value through profit or loss are recognised in profit or loss as part of the fair value gain or 
loss. Translation differences on non-monetary financial assets measured at fair value, such as 
equities classified as FVTOCI, are included in other comprehensive income.

The financial statement is presented in Ethiopian Birr (“ETB”), which is the Bank’s functional 
currency. The loans granted and liabilities contracted are in Ethiopian Birr, which is the 
currency that predominates in the economic environment where the Bank operates. Similarly, 
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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 Exchangeability (Amendment to IAS 21)

The amendment to IAS 21 concerns updates introduced regarding how to determine the 
exchange rate when there is a long-term lack of exchangeability, which was previously not 
regulated. 
The amendments are to be applied retrospectively from the effective date. The Bank will make 
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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 financial assets and liabilities such as equities held at 
fair value through profit or loss are recognised in profit or loss as part of the fair value gain or 
loss. Translation differences on non-monetary financial assets measured at fair value, such as 
equities classified as FVTOCI, are included in other comprehensive income.

The financial statement is presented in Ethiopian Birr (“ETB”), which is the Bank’s functional 
currency. The loans granted and liabilities contracted are in Ethiopian Birr, which is the 
currency that predominates in the economic environment where the Bank operates. Similarly, 
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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. 
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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. 
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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 Exchangeability (Amendment to IAS 21)

The amendment to IAS 21 concerns updates introduced regarding how to determine the 
exchange rate when there is a long-term lack of exchangeability, which was previously not 
regulated. 
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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 financial assets and liabilities such as equities held at 
fair value through profit or loss are recognised in profit or loss as part of the fair value gain or 
loss. Translation differences on non-monetary financial assets measured at fair value, such as 
equities classified as FVTOCI, are included in other comprehensive income.

The financial statement is presented in Ethiopian Birr (“ETB”), which is the Bank’s functional 
currency. The loans granted and liabilities contracted are in Ethiopian Birr, which is the 
currency that predominates in the economic environment where the Bank operates. Similarly, 
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an assessment of the impact of this adoption.

Finally, the Bank does not plan to adopt these standards early, all standard changes not 
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present.
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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
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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 
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fair value through profit or loss are recognised in profit or loss as part of the fair value gain or 
loss. Translation differences on non-monetary financial assets measured at fair value, such as 
equities classified as FVTOCI, are included in other comprehensive income.

The financial statement is presented in Ethiopian Birr (“ETB”), which is the Bank’s functional 
currency. The loans granted and liabilities contracted are in Ethiopian Birr, which is the 
currency that predominates in the economic environment where the Bank operates. Similarly, 
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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 Exchangeability (Amendment to IAS 21)

The amendment to IAS 21 concerns updates introduced regarding how to determine the 
exchange rate when there is a long-term lack of exchangeability, which was previously not 
regulated. 
The amendments are to be applied retrospectively from the effective date. The Bank will make 
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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 financial assets and liabilities such as equities held at 
fair value through profit or loss are recognised in profit or loss as part of the fair value gain or 
loss. Translation differences on non-monetary financial assets measured at fair value, such as 
equities classified as FVTOCI, are included in other comprehensive income.

The financial statement is presented in Ethiopian Birr (“ETB”), which is the Bank’s functional 
currency. The loans granted and liabilities contracted are in Ethiopian Birr, 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 in establishing fair values. Judgements include 
considerations of inputs such as liquidity risk, credit risk and volatility. Changes in 
assumptions about these factors could affect the reported fair value of financial instruments. 
See Note 4.7 for further 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.
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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 Exchangeability (Amendment to IAS 21)

The amendment to IAS 21 concerns updates introduced regarding how to determine the 
exchange rate when there is a long-term lack of exchangeability, which was previously not 
regulated. 
The amendments are to be applied retrospectively from the effective date. The Bank will make 
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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 financial assets and liabilities such as equities held at 
fair value through profit or loss are recognised in profit or loss as part of the fair value gain or 
loss. Translation differences on non-monetary financial assets measured at fair value, such as 
equities classified as FVTOCI, are included in other comprehensive income.

The financial statement is presented in Ethiopian Birr (“ETB”), which is the Bank’s functional 
currency. The loans granted and liabilities contracted are in Ethiopian Birr, 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 in establishing fair values. Judgements include 
considerations of inputs such as liquidity risk, credit risk and volatility. Changes in 
assumptions about these factors could affect the reported fair value of financial instruments. 
See Note 4.7 for further 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.
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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.
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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 Exchangeability (Amendment to IAS 21)

The amendment to IAS 21 concerns updates introduced regarding how to determine the 
exchange rate when there is a long-term lack of exchangeability, which was previously not 
regulated. 
The amendments are to be applied retrospectively from the effective date. The Bank will make 
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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 financial assets and liabilities such as equities held at 
fair value through profit or loss are recognised in profit or loss as part of the fair value gain or 
loss. Translation differences on non-monetary financial assets measured at fair value, such as 
equities classified as FVTOCI, are included in other comprehensive income.

The financial statement is presented in Ethiopian Birr (“ETB”), which is the Bank’s functional 
currency. The loans granted and liabilities contracted are in Ethiopian Birr, which is the 
currency that predominates in the economic environment where the Bank operates. Similarly, 
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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 other comprehensive income (FVOCI);
 Fair value through profit or loss (FVTPL);
 Elected at fair value through other comprehensive income (equities only); or
 Designated at FVTPL

A financial asset is measured at amortised cost if it meets both of the following conditions and 
is not designated as at FVTPL:
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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:

(i) The business model under which the asset is held; and
(ii) 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 collect: The objective of the business model is to hold assets and collect contractual 
cash flows. Any sales of the asset are incidental to the objective of the model.

 Held to collect and for sale: Both collecting contractual cash flows and sales are integral to 
achieving the objectives of the business model.

 Other business model: The business model is neither held-to-collect nor held-to-collect and 
for sale.
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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 Exchangeability (Amendment to IAS 21)

The amendment to IAS 21 concerns updates introduced regarding how to determine the 
exchange rate when there is a long-term lack of exchangeability, which was previously not 
regulated. 
The amendments are to be applied retrospectively from the effective date. The Bank will make 
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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 financial assets and liabilities such as equities held at 
fair value through profit or loss are recognised in profit or loss as part of the fair value gain or 
loss. Translation differences on non-monetary financial assets measured at fair value, such as 
equities classified as FVTOCI, are included in other comprehensive income.

The financial statement is presented in Ethiopian Birr (“ETB”), which is the Bank’s functional 
currency. The loans granted and liabilities contracted are in Ethiopian Birr, which is the 
currency that predominates in the economic environment where the Bank operates. Similarly, 



ANNUAL REPORT 2023/24www.tsehaybank.com.etPage 44

TSEHAY BANK SHARE COMPANY
NOTES TO THE FINANCIAL STATEMENTS 

FOR THE YEAR ENDED 30 JUNE 2024

www.tsehaybank.com.etANNUAL REPORT 2023/24 Page 45

TSEHAY BANK SHARE COMPANY
NOTES TO THE FINANCIAL STATEMENTS 

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

17

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 other comprehensive income (FVOCI);
 Fair value through profit or loss (FVTPL);
 Elected at fair value through other comprehensive income (equities only); or
 Designated at FVTPL

A financial asset is measured at amortised cost if it meets both of the following conditions and 
is not designated as at FVTPL:
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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:

(i) The business model under which the asset is held; and
(ii) 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 collect: The objective of the business model is to hold assets and collect contractual 
cash flows. Any sales of the asset are incidental to the objective of the model.

 Held to collect and for sale: Both collecting contractual cash flows and sales are integral to 
achieving the objectives of the business model.

 Other business model: The business model is neither held-to-collect nor held-to-collect and 
for sale.
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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:

(i) The business model under which the asset is held; and
(ii) 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 collect: The objective of the business model is to hold assets and collect contractual 
cash flows. Any sales of the asset are incidental to the objective of the model.

 Held to collect and for sale: Both collecting contractual cash flows and sales are integral to 
achieving the objectives of the business model.

 Other business model: The business model is neither held-to-collect nor held-to-collect and 
for sale.
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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 Exchangeability (Amendment to IAS 21)

The amendment to IAS 21 concerns updates introduced regarding how to determine the 
exchange rate when there is a long-term lack of exchangeability, which was previously not 
regulated. 
The amendments are to be applied retrospectively from the effective date. The Bank will make 
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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 financial assets and liabilities such as equities held at 
fair value through profit or loss are recognised in profit or loss as part of the fair value gain or 
loss. Translation differences on non-monetary financial assets measured at fair value, such as 
equities classified as FVTOCI, are included in other comprehensive income.

The financial statement is presented in Ethiopian Birr (“ETB”), which is the Bank’s functional 
currency. The loans granted and liabilities contracted are in Ethiopian Birr, which is the 
currency that predominates in the economic environment where the Bank operates. Similarly, 
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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 could change the timing or amount of 
contractual cash flows such that it would not meet this condition. In making the assessment, 
the Bank considers:

 Contingent events that would change the amount and timing of cash flows;
 Leverage features;
 Prepayment and extension terms;
 Terms that limit the Bank’s claim to cash flows from specified assets (e.g. non-recourse 

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. 

Foreign exchange gains and losses that relate to the amortized cost of the debt instrument 
are recognized in the Statement of Profit or Loss and Other Comprehensive Income.

Premiums, discounts and related transaction costs are amortized over the expected life of 
the instrument to Interest income in the Statement of Profit or Loss and Other 
Comprehensive Income using the effective interest rate method.
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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 Exchangeability (Amendment to IAS 21)

The amendment to IAS 21 concerns updates introduced regarding how to determine the 
exchange rate when there is a long-term lack of exchangeability, which was previously not 
regulated. 
The amendments are to be applied retrospectively from the effective date. The Bank will make 

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

14

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 financial assets and liabilities such as equities held at 
fair value through profit or loss are recognised in profit or loss as part of the fair value gain or 
loss. Translation differences on non-monetary financial assets measured at fair value, such as 
equities classified as FVTOCI, are included in other comprehensive income.

The financial statement is presented in Ethiopian Birr (“ETB”), which is the Bank’s functional 
currency. The loans granted and liabilities contracted are in Ethiopian Birr, which is the 
currency that predominates in the economic environment where the Bank operates. Similarly, 
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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 could change the timing or amount of 
contractual cash flows such that it would not meet this condition. In making the assessment, 
the Bank considers:

 Contingent events that would change the amount and timing of cash flows;
 Leverage features;
 Prepayment and extension terms;
 Terms that limit the Bank’s claim to cash flows from specified assets (e.g. non-recourse 

asset arrangements); and

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

20

 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. 

Foreign exchange gains and losses that relate to the amortized cost of the debt instrument 
are recognized in the Statement of Profit or Loss and Other Comprehensive Income.

Premiums, discounts and related transaction costs are amortized over the expected life of 
the instrument to Interest income in the Statement of Profit or Loss and Other 
Comprehensive Income using the effective interest rate method.
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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. 

Foreign exchange gains and losses that relate to the amortized cost of the debt instrument 
are recognized in the Statement of Profit or Loss and Other Comprehensive Income.

Premiums, discounts and related transaction costs are amortized over the expected life of 
the instrument to Interest income in the Statement of Profit or Loss and Other 
Comprehensive Income using the effective interest rate method.
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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 Exchangeability (Amendment to IAS 21)

The amendment to IAS 21 concerns updates introduced regarding how to determine the 
exchange rate when there is a long-term lack of exchangeability, which was previously not 
regulated. 
The amendments are to be applied retrospectively from the effective date. The Bank will make 
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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 financial assets and liabilities such as equities held at 
fair value through profit or loss are recognised in profit or loss as part of the fair value gain or 
loss. Translation differences on non-monetary financial assets measured at fair value, such as 
equities classified as FVTOCI, are included in other comprehensive income.

The financial statement is presented in Ethiopian Birr (“ETB”), which is the Bank’s functional 
currency. The loans granted and liabilities contracted are in Ethiopian Birr, which is the 
currency that predominates in the economic environment where the Bank operates. Similarly, 
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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.

c) Debt instruments measured at FVTPL

Debt instruments are measured at FVTPL if assets:

i) Are held for trading purposes;
ii) Are held as part of a portfolio managed on a fair value basis; or
iii) 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) Equity instruments measured at FVTPL
Equity instruments are measured at FVTPL, unless an election is made to designate them at 
FVOCI upon purchase, with transaction costs recognized immediately in the Statement of 
profit or loss and other comprehensive income as part of non-interest income. 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.

On derecognition of a financial asset, the difference between the carrying amount of the 
asset (or the carrying amount allocated to the portion of the asset derecognized) and the sum 
of (i) the consideration received (including any new asset obtained less any new liability 
assumed) and (ii) any cumulative gain or loss that had been recognized in OCI is recognized 
in profit or loss.
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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 Exchangeability (Amendment to IAS 21)

The amendment to IAS 21 concerns updates introduced regarding how to determine the 
exchange rate when there is a long-term lack of exchangeability, which was previously not 
regulated. 
The amendments are to be applied retrospectively from the effective date. The Bank will make 
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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 financial assets and liabilities such as equities held at 
fair value through profit or loss are recognised in profit or loss as part of the fair value gain or 
loss. Translation differences on non-monetary financial assets measured at fair value, such as 
equities classified as FVTOCI, are included in other comprehensive income.

The financial statement is presented in Ethiopian Birr (“ETB”), which is the Bank’s functional 
currency. The loans granted and liabilities contracted are in Ethiopian Birr, which is the 
currency that predominates in the economic environment where the Bank operates. Similarly, 
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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.

c) Debt instruments measured at FVTPL

Debt instruments are measured at FVTPL if assets:

i) Are held for trading purposes;
ii) Are held as part of a portfolio managed on a fair value basis; or
iii) 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) Equity instruments measured at FVTPL
Equity instruments are measured at FVTPL, unless an election is made to designate them at 
FVOCI upon purchase, with transaction costs recognized immediately in the Statement of 
profit or loss and other comprehensive income as part of non-interest income. 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.

On derecognition of a financial asset, the difference between the carrying amount of the 
asset (or the carrying amount allocated to the portion of the asset derecognized) and the sum 
of (i) the consideration received (including any new asset obtained less any new liability 
assumed) and (ii) any cumulative gain or loss that had been recognized in OCI is recognized 
in profit or loss.
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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.

On derecognition of a financial asset, the difference between the carrying amount of the 
asset (or the carrying amount allocated to the portion of the asset derecognized) and the sum 
of (i) the consideration received (including any new asset obtained less any new liability 
assumed) and (ii) any cumulative gain or loss that had been recognized in OCI is recognized 
in profit or loss.
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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 Exchangeability (Amendment to IAS 21)

The amendment to IAS 21 concerns updates introduced regarding how to determine the 
exchange rate when there is a long-term lack of exchangeability, which was previously not 
regulated. 
The amendments are to be applied retrospectively from the effective date. The Bank will make 
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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 financial assets and liabilities such as equities held at 
fair value through profit or loss are recognised in profit or loss as part of the fair value gain or 
loss. Translation differences on non-monetary financial assets measured at fair value, such as 
equities classified as FVTOCI, are included in other comprehensive income.

The financial statement is presented in Ethiopian Birr (“ETB”), which is the Bank’s functional 
currency. The loans granted and liabilities contracted are in Ethiopian Birr, which is the 
currency that predominates in the economic environment where the Bank operates. Similarly, 
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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 
gains and losses arising from a group of similar transactions such as in the Bank’s trading 
activity.

(vi) Amortized cost measurement

The ‘amortized cost’ of a financial asset or financial liability is the amount at which the 
financial asset or financial liability is measured at initial recognition, minus principal 
repayments, plus or minus the cumulative amortization using the effective interest method of 
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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;
 Lease 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
 Other financial instruments (other than lease receivables) on which credit risk has not 

increased significantly since their initial recognition).
 Loss allowances for lease receivables are always measured at an amount equal to lifetime 

ECL.
12-Month ECL is the portion of ECL that results from default events on a financial 
instrument that are possible within the 12 months after the reporting date. Financial 
instruments for which a 12-month ECL is recognized are referred to as ‘Stage 1 financial 
instruments’.
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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 Exchangeability (Amendment to IAS 21)

The amendment to IAS 21 concerns updates introduced regarding how to determine the 
exchange rate when there is a long-term lack of exchangeability, which was previously not 
regulated. 
The amendments are to be applied retrospectively from the effective date. The Bank will make 
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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 financial assets and liabilities such as equities held at 
fair value through profit or loss are recognised in profit or loss as part of the fair value gain or 
loss. Translation differences on non-monetary financial assets measured at fair value, such as 
equities classified as FVTOCI, are included in other comprehensive income.

The financial statement is presented in Ethiopian Birr (“ETB”), which is the Bank’s functional 
currency. The loans granted and liabilities contracted are in Ethiopian Birr, which is the 
currency that predominates in the economic environment where the Bank operates. Similarly, 
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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 
gains and losses arising from a group of similar transactions such as in the Bank’s trading 
activity.

(vi) Amortized cost measurement

The ‘amortized cost’ of a financial asset or financial liability is the amount at which the 
financial asset or financial liability is measured at initial recognition, minus principal 
repayments, plus or minus the cumulative amortization using the effective interest method of 
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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;
 Lease 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
 Other financial instruments (other than lease receivables) on which credit risk has not 

increased significantly since their initial recognition).
 Loss allowances for lease receivables are always measured at an amount equal to lifetime 

ECL.
12-Month ECL is the portion of ECL that results from default events on a financial 
instrument that are possible within the 12 months after the reporting date. Financial 
instruments for which a 12-month ECL is recognized are referred to as ‘Stage 1 financial 
instruments’.
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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;
 Lease 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
 Other financial instruments (other than lease receivables) on which credit risk has not 

increased significantly since their initial recognition).
 Loss allowances for lease receivables are always measured at an amount equal to lifetime 

ECL.
12-Month ECL is the portion of ECL that results from default events on a financial 
instrument that are possible within the 12 months after the reporting date. Financial 
instruments for which a 12-month ECL is recognized are referred to as ‘Stage 1 financial 
instruments’.
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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 Exchangeability (Amendment to IAS 21)

The amendment to IAS 21 concerns updates introduced regarding how to determine the 
exchange rate when there is a long-term lack of exchangeability, which was previously not 
regulated. 
The amendments are to be applied retrospectively from the effective date. The Bank will make 
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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 financial assets and liabilities such as equities held at 
fair value through profit or loss are recognised in profit or loss as part of the fair value gain or 
loss. Translation differences on non-monetary financial assets measured at fair value, such as 
equities classified as FVTOCI, are included in other comprehensive income.

The financial statement is presented in Ethiopian Birr (“ETB”), which is the Bank’s functional 
currency. The loans granted and liabilities contracted are in Ethiopian Birr, which is the 
currency that predominates in the economic environment where the Bank operates. Similarly, 
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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.

 If 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.

 If the expected restructuring will result in derecognition of the existing asset, then the 
expected fair value of the new asset is treated as the final cash flow from the existing 
financial asset at the time of its derecognition. This amount is included in calculating the 
cash shortfalls from the existing financial asset that are discounted from the expected date 
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 FVOCI, and finance lease receivables are credit-impaired
(referred to as ‘Stage 3 financial assets’).

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

Evidence that a financial asset is credit-impaired includes the following observable data:
 Significant financial difficulty of the borrower or issuer;
 A breach of contract such as a default or past due event;
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 The restructuring of a loan or advance by the Bank on terms that the Bank would not 
consider otherwise;

 It is becoming probable that the borrower will enter bankruptcy or other financial 
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 allowance is recognised in the statement 
of financial position because the carrying amount of these assets is their fair value. 
However, the loss allowance is disclosed and is recognised in the fair value reserve.

Write-off

Loans and debt securities are written off (either partially or in full) when there is no 
realistic prospect of recovery. This is generally the case when the Bank determines that the 
borrower does not have assets or sources of income that could generate sufficient cash 
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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 Exchangeability (Amendment to IAS 21)

The amendment to IAS 21 concerns updates introduced regarding how to determine the 
exchange rate when there is a long-term lack of exchangeability, which was previously not 
regulated. 
The amendments are to be applied retrospectively from the effective date. The Bank will make 
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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 financial assets and liabilities such as equities held at 
fair value through profit or loss are recognised in profit or loss as part of the fair value gain or 
loss. Translation differences on non-monetary financial assets measured at fair value, such as 
equities classified as FVTOCI, are included in other comprehensive income.

The financial statement is presented in Ethiopian Birr (“ETB”), which is the Bank’s functional 
currency. The loans granted and liabilities contracted are in Ethiopian Birr, which is the 
currency that predominates in the economic environment where the Bank operates. Similarly, 
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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.

 If 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.

 If the expected restructuring will result in derecognition of the existing asset, then the 
expected fair value of the new asset is treated as the final cash flow from the existing 
financial asset at the time of its derecognition. This amount is included in calculating the 
cash shortfalls from the existing financial asset that are discounted from the expected date 
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 FVOCI, and finance lease receivables are credit-impaired
(referred to as ‘Stage 3 financial assets’).

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

Evidence that a financial asset is credit-impaired includes the following observable data:
 Significant financial difficulty of the borrower or issuer;
 A breach of contract such as a default or past due event;
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 The restructuring of a loan or advance by the Bank on terms that the Bank would not 
consider otherwise;

 It is becoming probable that the borrower will enter bankruptcy or other financial 
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 allowance is recognised in the statement 
of financial position because the carrying amount of these assets is their fair value. 
However, the loss allowance is disclosed and is recognised in the fair value reserve.

Write-off

Loans and debt securities are written off (either partially or in full) when there is no 
realistic prospect of recovery. This is generally the case when the Bank determines that the 
borrower does not have assets or sources of income that could generate sufficient cash 
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 The restructuring of a loan or advance by the Bank on terms that the Bank would not 
consider otherwise;

 It is becoming probable that the borrower will enter bankruptcy or other financial 
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 allowance is recognised in the statement 
of financial position because the carrying amount of these assets is their fair value. 
However, the loss allowance is disclosed and is recognised in the fair value reserve.

Write-off

Loans and debt securities are written off (either partially or in full) when there is no 
realistic prospect of recovery. This is generally the case when the Bank determines that the 
borrower does not have assets or sources of income that could generate sufficient cash 
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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 Exchangeability (Amendment to IAS 21)

The amendment to IAS 21 concerns updates introduced regarding how to determine the 
exchange rate when there is a long-term lack of exchangeability, which was previously not 
regulated. 
The amendments are to be applied retrospectively from the effective date. The Bank will make 
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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 financial assets and liabilities such as equities held at 
fair value through profit or loss are recognised in profit or loss as part of the fair value gain or 
loss. Translation differences on non-monetary financial assets measured at fair value, such as 
equities classified as FVTOCI, are included in other comprehensive income.

The financial statement is presented in Ethiopian Birr (“ETB”), which is the Bank’s functional 
currency. The loans granted and liabilities contracted are in Ethiopian Birr, which is the 
currency that predominates in the economic environment where the Bank operates. Similarly, 
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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.

Equity Securities designated as at FVOCI. The Bank elects to present changes in the fair value 
of certain investments in equity instruments that are not held for trading in OCI. The election is 
made on an instrument-by-instrument basis on initial recognition and is irrevocable.

Fair value gains and losses on such equity instruments are never reclassified to profit or loss 
and no impairment is recognized in profit or loss. Dividends are recognized 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: 
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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 Exchangeability (Amendment to IAS 21)

The amendment to IAS 21 concerns updates introduced regarding how to determine the 
exchange rate when there is a long-term lack of exchangeability, which was previously not 
regulated. 
The amendments are to be applied retrospectively from the effective date. The Bank will make 
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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 financial assets and liabilities such as equities held at 
fair value through profit or loss are recognised in profit or loss as part of the fair value gain or 
loss. Translation differences on non-monetary financial assets measured at fair value, such as 
equities classified as FVTOCI, are included in other comprehensive income.

The financial statement is presented in Ethiopian Birr (“ETB”), which is the Bank’s functional 
currency. The loans granted and liabilities contracted are in Ethiopian Birr, which is the 
currency that predominates in the economic environment where the Bank operates. Similarly, 
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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.

Equity Securities designated as at FVOCI. The Bank elects to present changes in the fair value 
of certain investments in equity instruments that are not held for trading in OCI. The election is 
made on an instrument-by-instrument basis on initial recognition and is irrevocable.

Fair value gains and losses on such equity instruments are never reclassified to profit or loss 
and no impairment is recognized in profit or loss. Dividends are recognized 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: 
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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: 
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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 Exchangeability (Amendment to IAS 21)

The amendment to IAS 21 concerns updates introduced regarding how to determine the 
exchange rate when there is a long-term lack of exchangeability, which was previously not 
regulated. 
The amendments are to be applied retrospectively from the effective date. The Bank will make 
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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 financial assets and liabilities such as equities held at 
fair value through profit or loss are recognised in profit or loss as part of the fair value gain or 
loss. Translation differences on non-monetary financial assets measured at fair value, such as 
equities classified as FVTOCI, are included in other comprehensive income.

The financial statement is presented in Ethiopian Birr (“ETB”), which is the Bank’s functional 
currency. The loans granted and liabilities contracted are in Ethiopian Birr, which is the 
currency that predominates in the economic environment where the Bank operates. Similarly, 
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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 straight–line method to write down the cost of intangible 
assets to their residual values over their estimated useful lives, as follows:

Useful life
Intangibles 5 years
Intangibles-Contract based Contract period

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

30

(g) 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: 

 The amount of the initial measurement of the lease liability, 
 Any lease payments made at or before the commencement date, less any lease             

incentives, 
 Any initial direct costs incurred by the lessee, 
 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 measure it by increasing the carrying amount to 
reflect interest on the lease liability, reducing the carrying amount to reflect the lease payments 
made. Interest charged on the lease liability is included in finance costs.

A lease liability is initially measured at the present value of the lease payments that are not 
paid at that date. These include:
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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 Exchangeability (Amendment to IAS 21)

The amendment to IAS 21 concerns updates introduced regarding how to determine the 
exchange rate when there is a long-term lack of exchangeability, which was previously not 
regulated. 
The amendments are to be applied retrospectively from the effective date. The Bank will make 
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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 financial assets and liabilities such as equities held at 
fair value through profit or loss are recognised in profit or loss as part of the fair value gain or 
loss. Translation differences on non-monetary financial assets measured at fair value, such as 
equities classified as FVTOCI, are included in other comprehensive income.

The financial statement is presented in Ethiopian Birr (“ETB”), which is the Bank’s functional 
currency. The loans granted and liabilities contracted are in Ethiopian Birr, which is the 
currency that predominates in the economic environment where the Bank operates. Similarly, 
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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 straight–line method to write down the cost of intangible 
assets to their residual values over their estimated useful lives, as follows:

Useful life
Intangibles 5 years
Intangibles-Contract based Contract period
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(g) 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: 

 The amount of the initial measurement of the lease liability, 
 Any lease payments made at or before the commencement date, less any lease             

incentives, 
 Any initial direct costs incurred by the lessee, 
 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 measure it by increasing the carrying amount to 
reflect interest on the lease liability, reducing the carrying amount to reflect the lease payments 
made. Interest charged on the lease liability is included in finance costs.

A lease liability is initially measured at the present value of the lease payments that are not 
paid at that date. These include:
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(g) 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: 

 The amount of the initial measurement of the lease liability, 
 Any lease payments made at or before the commencement date, less any lease             

incentives, 
 Any initial direct costs incurred by the lessee, 
 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 measure it by increasing the carrying amount to 
reflect interest on the lease liability, reducing the carrying amount to reflect the lease payments 
made. Interest charged on the lease liability is included in finance costs.

A lease liability is initially measured at the present value of the lease payments that are not 
paid at that date. These include:
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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 Exchangeability (Amendment to IAS 21)

The amendment to IAS 21 concerns updates introduced regarding how to determine the 
exchange rate when there is a long-term lack of exchangeability, which was previously not 
regulated. 
The amendments are to be applied retrospectively from the effective date. The Bank will make 
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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 financial assets and liabilities such as equities held at 
fair value through profit or loss are recognised in profit or loss as part of the fair value gain or 
loss. Translation differences on non-monetary financial assets measured at fair value, such as 
equities classified as FVTOCI, are included in other comprehensive income.

The financial statement is presented in Ethiopian Birr (“ETB”), which is the Bank’s functional 
currency. The loans granted and liabilities contracted are in Ethiopian Birr, which is the 
currency that predominates in the economic environment where the Bank operates. Similarly, 
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 Fixed payments, less any lease incentives receivable;
 Variable lease payments that depend on an index or a rate, initially measured using 

the index or rate as at the commencement date; 
 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:

 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,
 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:

 Increasing the carrying amount to reflect interest on the lease liability,
 Reducing the carrying amount to reflect lease payments made, and
 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 allocated to CGUs on a reasonable and consistent basis and 
tested for impairment as part of the testing of the CGUs to which the corporate assets are 
allocated.

Impairment losses are recognized in profit or loss. They are allocated first to reduce the 
carrying amount of any goodwill allocated to the CGU, and then to reduce the carrying 
amounts of the other assets in the CGU on a pro rata basis.
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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.

(j) 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:

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

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

 In the principal market for the asset or liability, or 
 In the absence of a principal market, in the most advantageous market for the asset or 

liability.

The principal or the most advantageous market must be accessible to / by the Bank.
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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 Exchangeability (Amendment to IAS 21)

The amendment to IAS 21 concerns updates introduced regarding how to determine the 
exchange rate when there is a long-term lack of exchangeability, which was previously not 
regulated. 
The amendments are to be applied retrospectively from the effective date. The Bank will make 
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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 financial assets and liabilities such as equities held at 
fair value through profit or loss are recognised in profit or loss as part of the fair value gain or 
loss. Translation differences on non-monetary financial assets measured at fair value, such as 
equities classified as FVTOCI, are included in other comprehensive income.

The financial statement is presented in Ethiopian Birr (“ETB”), which is the Bank’s functional 
currency. The loans granted and liabilities contracted are in Ethiopian Birr, which is the 
currency that predominates in the economic environment where the Bank operates. Similarly, 

ANNUAL REPORT 2023/24www.tsehaybank.com.etPage 58

TSEHAY BANK SHARE COMPANY
NOTES TO THE FINANCIAL STATEMENTS 

FOR THE YEAR ENDED 30 JUNE 2024

www.tsehaybank.com.etANNUAL REPORT 2023/24 Page 59

TSEHAY BANK SHARE COMPANY
NOTES TO THE FINANCIAL STATEMENTS 

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

31

 Fixed payments, less any lease incentives receivable;
 Variable lease payments that depend on an index or a rate, initially measured using 

the index or rate as at the commencement date; 
 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:

 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,
 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:

 Increasing the carrying amount to reflect interest on the lease liability,
 Reducing the carrying amount to reflect lease payments made, and
 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 allocated to CGUs on a reasonable and consistent basis and 
tested for impairment as part of the testing of the CGUs to which the corporate assets are 
allocated.

Impairment losses are recognized in profit or loss. They are allocated first to reduce the 
carrying amount of any goodwill allocated to the CGU, and then to reduce the carrying 
amounts of the other assets in the CGU on a pro rata basis.
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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.

(j) 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:

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

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

 In the principal market for the asset or liability, or 
 In the absence of a principal market, in the most advantageous market for the asset or 

liability.

The principal or the most advantageous market must be accessible to / by the Bank.
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 Fixed payments, less any lease incentives receivable;
 Variable lease payments that depend on an index or a rate, initially measured using 

the index or rate as at the commencement date; 
 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:

 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,
 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:

 Increasing the carrying amount to reflect interest on the lease liability,
 Reducing the carrying amount to reflect lease payments made, and
 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 allocated to CGUs on a reasonable and consistent basis and 
tested for impairment as part of the testing of the CGUs to which the corporate assets are 
allocated.

Impairment losses are recognized in profit or loss. They are allocated first to reduce the 
carrying amount of any goodwill allocated to the CGU, and then to reduce the carrying 
amounts of the other assets in the CGU on a pro rata basis.
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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.

(j) 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:

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

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

 In the principal market for the asset or liability, or 
 In the absence of a principal market, in the most advantageous market for the asset or 

liability.

The principal or the most advantageous market must be accessible to / by the Bank.
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 Fixed payments, less any lease incentives receivable;
 Variable lease payments that depend on an index or a rate, initially measured using 

the index or rate as at the commencement date; 
 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:

 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,
 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:

 Increasing the carrying amount to reflect interest on the lease liability,
 Reducing the carrying amount to reflect lease payments made, and
 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 allocated to CGUs on a reasonable and consistent basis and 
tested for impairment as part of the testing of the CGUs to which the corporate assets are 
allocated.

Impairment losses are recognized in profit or loss. They are allocated first to reduce the 
carrying amount of any goodwill allocated to the CGU, and then to reduce the carrying 
amounts of the other assets in the CGU on a pro rata basis.
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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.

(j) 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:

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

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

 In the principal market for the asset or liability, or 
 In the absence of a principal market, in the most advantageous market for the asset or 

liability.

The principal or the most advantageous market must be accessible to / by the Bank.
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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 Exchangeability (Amendment to IAS 21)

The amendment to IAS 21 concerns updates introduced regarding how to determine the 
exchange rate when there is a long-term lack of exchangeability, which was previously not 
regulated. 
The amendments are to be applied retrospectively from the effective date. The Bank will make 
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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 financial assets and liabilities such as equities held at 
fair value through profit or loss are recognised in profit or loss as part of the fair value gain or 
loss. Translation differences on non-monetary financial assets measured at fair value, such as 
equities classified as FVTOCI, are included in other comprehensive income.

The financial statement is presented in Ethiopian Birr (“ETB”), which is the Bank’s functional 
currency. The loans granted and liabilities contracted are in Ethiopian Birr, which is the 
currency that predominates in the economic environment where the Bank operates. Similarly, 
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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:

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

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

 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.

(l) 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.  

The amount of a provision is the present value of the expenditure expected to be required to 
settle the obligation.  
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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 curtailments and settlements. Past-service costs are recognized immediately income. 
Actuarial gains and losses arising from experience adjustments and changes in actuarial 
assumptions are charged or credited to equity in other comprehensive income in the period in 
which they arise. 
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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 Exchangeability (Amendment to IAS 21)

The amendment to IAS 21 concerns updates introduced regarding how to determine the 
exchange rate when there is a long-term lack of exchangeability, which was previously not 
regulated. 
The amendments are to be applied retrospectively from the effective date. The Bank will make 
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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 financial assets and liabilities such as equities held at 
fair value through profit or loss are recognised in profit or loss as part of the fair value gain or 
loss. Translation differences on non-monetary financial assets measured at fair value, such as 
equities classified as FVTOCI, are included in other comprehensive income.

The financial statement is presented in Ethiopian Birr (“ETB”), which is the Bank’s functional 
currency. The loans granted and liabilities contracted are in Ethiopian Birr, which is the 
currency that predominates in the economic environment where the Bank operates. Similarly, 
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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:

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

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

 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.

(l) 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.  

The amount of a provision is the present value of the expenditure expected to be required to 
settle the obligation.  
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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 curtailments and settlements. Past-service costs are recognized immediately income. 
Actuarial gains and losses arising from experience adjustments and changes in actuarial 
assumptions are charged or credited to equity in other comprehensive income in the period in 
which they arise. 
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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:

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

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

 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.

(l) 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.  

The amount of a provision is the present value of the expenditure expected to be required to 
settle the obligation.  
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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 curtailments and settlements. Past-service costs are recognized immediately income. 
Actuarial gains and losses arising from experience adjustments and changes in actuarial 
assumptions are charged or credited to equity in other comprehensive income in the period in 
which they arise. 
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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 Exchangeability (Amendment to IAS 21)

The amendment to IAS 21 concerns updates introduced regarding how to determine the 
exchange rate when there is a long-term lack of exchangeability, which was previously not 
regulated. 
The amendments are to be applied retrospectively from the effective date. The Bank will make 
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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 financial assets and liabilities such as equities held at 
fair value through profit or loss are recognised in profit or loss as part of the fair value gain or 
loss. Translation differences on non-monetary financial assets measured at fair value, such as 
equities classified as FVTOCI, are included in other comprehensive income.

The financial statement is presented in Ethiopian Birr (“ETB”), which is the Bank’s functional 
currency. The loans granted and liabilities contracted are in Ethiopian Birr, which is the 
currency that predominates in the economic environment where the Bank operates. Similarly, 
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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 
amount received from the issue of shares in excess of par value is classified as share premium 
in equity. Dividends are recognized as liability in the Bank in which they 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, the effective interest rate is applied to the gross 
carrying amount of the asset (when the asset is not credit-impaired) or to the amortized cost of 
the liability. 

However, for financial assets that have become credit-impaired subsequent to initial 
recognition, interest income is calculated by applying the effective interest rate to the 
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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 Exchangeability (Amendment to IAS 21)

The amendment to IAS 21 concerns updates introduced regarding how to determine the 
exchange rate when there is a long-term lack of exchangeability, which was previously not 
regulated. 
The amendments are to be applied retrospectively from the effective date. The Bank will make 
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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 financial assets and liabilities such as equities held at 
fair value through profit or loss are recognised in profit or loss as part of the fair value gain or 
loss. Translation differences on non-monetary financial assets measured at fair value, such as 
equities classified as FVTOCI, are included in other comprehensive income.

The financial statement is presented in Ethiopian Birr (“ETB”), which is the Bank’s functional 
currency. The loans granted and liabilities contracted are in Ethiopian Birr, which is the 
currency that predominates in the economic environment where the Bank operates. Similarly, 
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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 
amount received from the issue of shares in excess of par value is classified as share premium 
in equity. Dividends are recognized as liability in the Bank in which they 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, the effective interest rate is applied to the gross 
carrying amount of the asset (when the asset is not credit-impaired) or to the amortized cost of 
the liability. 

However, for financial assets that have become credit-impaired subsequent to initial 
recognition, interest income is calculated by applying the effective interest rate to the 
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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 
amount received from the issue of shares in excess of par value is classified as share premium 
in equity. Dividends are recognized as liability in the Bank in which they 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, the effective interest rate is applied to the gross 
carrying amount of the asset (when the asset is not credit-impaired) or to the amortized cost of 
the liability. 

However, for financial assets that have become credit-impaired subsequent to initial 
recognition, interest income is calculated by applying the effective interest rate to the 
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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 Exchangeability (Amendment to IAS 21)

The amendment to IAS 21 concerns updates introduced regarding how to determine the 
exchange rate when there is a long-term lack of exchangeability, which was previously not 
regulated. 
The amendments are to be applied retrospectively from the effective date. The Bank will make 
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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 financial assets and liabilities such as equities held at 
fair value through profit or loss are recognised in profit or loss as part of the fair value gain or 
loss. Translation differences on non-monetary financial assets measured at fair value, such as 
equities classified as FVTOCI, are included in other comprehensive income.

The financial statement is presented in Ethiopian Birr (“ETB”), which is the Bank’s functional 
currency. The loans granted and liabilities contracted are in Ethiopian Birr, which is the 
currency that predominates in the economic environment where the Bank operates. Similarly, 
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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 settlement and translation of monetary assets and 
liabilities denominated in foreign currencies of the functional currencies with spot rate of
exchange at a transaction date and with mid-rate of exchange at the reporting date.  

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

Risk Management Philosophy 

The Bank’s risk management philosophy centers on the proactive identification and mitigation 
of risks to safeguard shareholder value while maintaining compliance with 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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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 Exchangeability (Amendment to IAS 21)

The amendment to IAS 21 concerns updates introduced regarding how to determine the 
exchange rate when there is a long-term lack of exchangeability, which was previously not 
regulated. 
The amendments are to be applied retrospectively from the effective date. The Bank will make 
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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 financial assets and liabilities such as equities held at 
fair value through profit or loss are recognised in profit or loss as part of the fair value gain or 
loss. Translation differences on non-monetary financial assets measured at fair value, such as 
equities classified as FVTOCI, are included in other comprehensive income.

The financial statement is presented in Ethiopian Birr (“ETB”), which is the Bank’s functional 
currency. The loans granted and liabilities contracted are in Ethiopian Birr, which is the 
currency that predominates in the economic environment where the Bank operates. Similarly, 
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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 settlement and translation of monetary assets and 
liabilities denominated in foreign currencies of the functional currencies with spot rate of
exchange at a transaction date and with mid-rate of exchange at the reporting date.  

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

Risk Management Philosophy 

The Bank’s risk management philosophy centers on the proactive identification and mitigation 
of risks to safeguard shareholder value while maintaining compliance with 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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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 Management Structure  

Risk Management Philosophy 

The Bank’s risk management philosophy centers on the proactive identification and mitigation 
of risks to safeguard shareholder value while maintaining compliance with 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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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 Exchangeability (Amendment to IAS 21)

The amendment to IAS 21 concerns updates introduced regarding how to determine the 
exchange rate when there is a long-term lack of exchangeability, which was previously not 
regulated. 
The amendments are to be applied retrospectively from the effective date. The Bank will make 
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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 financial assets and liabilities such as equities held at 
fair value through profit or loss are recognised in profit or loss as part of the fair value gain or 
loss. Translation differences on non-monetary financial assets measured at fair value, such as 
equities classified as FVTOCI, are included in other comprehensive income.

The financial statement is presented in Ethiopian Birr (“ETB”), which is the Bank’s functional 
currency. The loans granted and liabilities contracted are in Ethiopian Birr, which is the 
currency that predominates in the economic environment where the Bank operates. Similarly, 
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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 are vital components of the Bank’s comprehensive 
risk management framework, designed to ensure that risks are systematically identified, 
quantified, and communicated across the organization. The Bank’s risk assessment employs a 
methodology that encompasses both anticipated losses under normal conditions and 
unexpected losses, which are estimated through scenario analysis. This analysis utilizes 
probabilities derived from historical data, adjusted to account for current economic conditions, 
and also conducts simulations of worst-case scenarios to evaluate potential 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 

Level

Consequences Remark

Very Low Insignificant
Very minimal and minor impact on financial position, customer 

satisfaction, business processes, and employee morale. Issues are 

short-term and easily resolvable.

Low Minor
Minimal impact on strong financial position, customer, satisfaction, 

efficient business process, and employee satisfaction. May be with 

short-term effect and can be easily fixed.

Moderate Moderate
Minor impact on strong financial position, customer satisfaction, 

efficient business process and employee satisfaction. May be with 

more than short-term effect that can be expensive to recover.
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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. 
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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.
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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 Exchangeability (Amendment to IAS 21)

The amendment to IAS 21 concerns updates introduced regarding how to determine the 
exchange rate when there is a long-term lack of exchangeability, which was previously not 
regulated. 
The amendments are to be applied retrospectively from the effective date. The Bank will make 
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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 financial assets and liabilities such as equities held at 
fair value through profit or loss are recognised in profit or loss as part of the fair value gain or 
loss. Translation differences on non-monetary financial assets measured at fair value, such as 
equities classified as FVTOCI, are included in other comprehensive income.

The financial statement is presented in Ethiopian Birr (“ETB”), which is the Bank’s functional 
currency. The loans granted and liabilities contracted are in Ethiopian Birr, which is the 
currency that predominates in the economic environment where the Bank operates. Similarly, 
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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 are vital components of the Bank’s comprehensive 
risk management framework, designed to ensure that risks are systematically identified, 
quantified, and communicated across the organization. The Bank’s risk assessment employs a 
methodology that encompasses both anticipated losses under normal conditions and 
unexpected losses, which are estimated through scenario analysis. This analysis utilizes 
probabilities derived from historical data, adjusted to account for current economic conditions, 
and also conducts simulations of worst-case scenarios to evaluate potential 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 

Level

Consequences Remark

Very Low Insignificant
Very minimal and minor impact on financial position, customer 

satisfaction, business processes, and employee morale. Issues are 

short-term and easily resolvable.

Low Minor
Minimal impact on strong financial position, customer, satisfaction, 

efficient business process, and employee satisfaction. May be with 

short-term effect and can be easily fixed.

Moderate Moderate
Minor impact on strong financial position, customer satisfaction, 

efficient business process and employee satisfaction. May be with 

more than short-term effect that can be expensive to recover.
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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 

Level

Consequences Remark

Very Low Insignificant
Very minimal and minor impact on financial position, customer 

satisfaction, business processes, and employee morale. Issues are 

short-term and easily resolvable.

Low Minor
Minimal impact on strong financial position, customer, satisfaction, 

efficient business process, and employee satisfaction. May be with 

short-term effect and can be easily fixed.

Moderate Moderate
Minor impact on strong financial position, customer satisfaction, 

efficient business process and employee satisfaction. May be with 

more than short-term effect that can be expensive to recover.
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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.
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the amendment is to be applied retrospectively from the effective date and the Bank will make 
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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 Exchangeability (Amendment to IAS 21)

The amendment to IAS 21 concerns updates introduced regarding how to determine the 
exchange rate when there is a long-term lack of exchangeability, which was previously not 
regulated. 
The amendments are to be applied retrospectively from the effective date. The Bank will make 
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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 financial assets and liabilities such as equities held at 
fair value through profit or loss are recognised in profit or loss as part of the fair value gain or 
loss. Translation differences on non-monetary financial assets measured at fair value, such as 
equities classified as FVTOCI, are included in other comprehensive income.

The financial statement is presented in Ethiopian Birr (“ETB”), which is the Bank’s functional 
currency. The loans granted and liabilities contracted are in Ethiopian Birr, which is the 
currency that predominates in the economic environment where the Bank operates. Similarly, 
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High Major
Significant impact on financial position, customer satisfaction, 

business processes, and employee morale. Recovery may be 

challenging and take a medium-term timeframe.

Very High Extreme
Critical impact on financial position, customer satisfaction, 

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 

From
Measurement, Monitoring, and Management of 

Risk

Credit Risk Risk of financial loss if a 
customer or counterparty 
fails to meet contractual 
obligations. Arises from 
direct lending, trade finance, 
and other products like 
guarantees.

 Measurement: Quantified based on the potential 
amount of lost if repayments are not made.

 Monitoring: continuously monitored using 
internal risk management systems and is kept 
within limits established by authorized personnel 
within a delegated authority framework.

 Management: Controlled through a robust risk 
control framework with clear policies and 
guidelines.

Liquidity 
Risk

Risk of having insufficient 
capital, liquidity, or funding 
resources to meet 
obligations and regulatory 

 Measurement: Assessed using risk appetite 
frameworks with limits, minimum regulatory 
ratios, and monitoring of key risk drivers 
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requirements. Arises from 
changes in resources and 
risk profiles driven by 
customer behavior, 
management decisions, or 
external factors.

affecting liquidity position of the bank.
 Monitoring: Tracked against established 

appetites using operating plans, stress tests, and 
scenario analyses.

 Management: Controlled through alignment 
with risk profiles, strategic goals, and cash flow 
needs.

Market risk Risk of adverse financial 
impact on trading activities 
due to changes in market 
parameters such as interest 
rates and foreign exchange 
rates. Arises from trading 
and non-trading portfolios.

 Measurement: Evaluated through sensitivity 
analysis, value at risk (VaR), and stress testing to 
assess potential gains and losses from market 
movements.

 Monitoring: Tracked using VaR, stress testing, 
and other risk measurement techniques.

 Management: Managed with risk limits set by 
the bank’s executive management.

Operational 
Risk

Risk of loss resulting from 
inadequate or failed internal
processes, systems, people, 
or external events. Includes 
risks related to fraud, 
system failures, legal 
liabilities, and operational 
disruptions.

 Measurement: Assessed by evaluating historical 
loss data, risk control assessments, and key risk 
indicators.

 Monitoring: Continuous risk assessments, 
regular audits, and tracking of operational 
incidents.

 Management: Managed through robust internal 
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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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 Exchangeability (Amendment to IAS 21)

The amendment to IAS 21 concerns updates introduced regarding how to determine the 
exchange rate when there is a long-term lack of exchangeability, which was previously not 
regulated. 
The amendments are to be applied retrospectively from the effective date. The Bank will make 
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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 financial assets and liabilities such as equities held at 
fair value through profit or loss are recognised in profit or loss as part of the fair value gain or 
loss. Translation differences on non-monetary financial assets measured at fair value, such as 
equities classified as FVTOCI, are included in other comprehensive income.

The financial statement is presented in Ethiopian Birr (“ETB”), which is the Bank’s functional 
currency. The loans granted and liabilities contracted are in Ethiopian Birr, which is the 
currency that predominates in the economic environment where the Bank operates. Similarly, 
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High Major
Significant impact on financial position, customer satisfaction, 

business processes, and employee morale. Recovery may be 

challenging and take a medium-term timeframe.

Very High Extreme
Critical impact on financial position, customer satisfaction, 

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 

From
Measurement, Monitoring, and Management of 

Risk

Credit Risk Risk of financial loss if a 
customer or counterparty 
fails to meet contractual 
obligations. Arises from 
direct lending, trade finance, 
and other products like 
guarantees.

 Measurement: Quantified based on the potential 
amount of lost if repayments are not made.

 Monitoring: continuously monitored using 
internal risk management systems and is kept 
within limits established by authorized personnel 
within a delegated authority framework.

 Management: Controlled through a robust risk 
control framework with clear policies and 
guidelines.

Liquidity 
Risk

Risk of having insufficient 
capital, liquidity, or funding 
resources to meet 
obligations and regulatory 

 Measurement: Assessed using risk appetite 
frameworks with limits, minimum regulatory 
ratios, and monitoring of key risk drivers 
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requirements. Arises from 
changes in resources and 
risk profiles driven by 
customer behavior, 
management decisions, or 
external factors.

affecting liquidity position of the bank.
 Monitoring: Tracked against established 

appetites using operating plans, stress tests, and 
scenario analyses.

 Management: Controlled through alignment 
with risk profiles, strategic goals, and cash flow 
needs.

Market risk Risk of adverse financial 
impact on trading activities 
due to changes in market 
parameters such as interest 
rates and foreign exchange 
rates. Arises from trading 
and non-trading portfolios.

 Measurement: Evaluated through sensitivity 
analysis, value at risk (VaR), and stress testing to 
assess potential gains and losses from market 
movements.

 Monitoring: Tracked using VaR, stress testing, 
and other risk measurement techniques.

 Management: Managed with risk limits set by 
the bank’s executive management.

Operational 
Risk

Risk of loss resulting from 
inadequate or failed internal
processes, systems, people, 
or external events. Includes 
risks related to fraud, 
system failures, legal 
liabilities, and operational 
disruptions.

 Measurement: Assessed by evaluating historical 
loss data, risk control assessments, and key risk 
indicators.

 Monitoring: Continuous risk assessments, 
regular audits, and tracking of operational 
incidents.

 Management: Managed through robust internal 
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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requirements. Arises from 
changes in resources and 
risk profiles driven by 
customer behavior, 
management decisions, or 
external factors.

affecting liquidity position of the bank.
 Monitoring: Tracked against established 

appetites using operating plans, stress tests, and 
scenario analyses.

 Management: Controlled through alignment 
with risk profiles, strategic goals, and cash flow 
needs.

Market risk Risk of adverse financial 
impact on trading activities 
due to changes in market 
parameters such as interest 
rates and foreign exchange 
rates. Arises from trading 
and non-trading portfolios.

 Measurement: Evaluated through sensitivity 
analysis, value at risk (VaR), and stress testing to 
assess potential gains and losses from market 
movements.

 Monitoring: Tracked using VaR, stress testing, 
and other risk measurement techniques.

 Management: Managed with risk limits set by 
the bank’s executive management.

Operational 
Risk

Risk of loss resulting from 
inadequate or failed internal
processes, systems, people, 
or external events. Includes 
risks related to fraud, 
system failures, legal 
liabilities, and operational 
disruptions.

 Measurement: Assessed by evaluating historical 
loss data, risk control assessments, and key risk 
indicators.

 Monitoring: Continuous risk assessments, 
regular audits, and tracking of operational 
incidents.

 Management: Managed through robust internal 
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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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 Exchangeability (Amendment to IAS 21)

The amendment to IAS 21 concerns updates introduced regarding how to determine the 
exchange rate when there is a long-term lack of exchangeability, which was previously not 
regulated. 
The amendments are to be applied retrospectively from the effective date. The Bank will make 
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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 financial assets and liabilities such as equities held at 
fair value through profit or loss are recognised in profit or loss as part of the fair value gain or 
loss. Translation differences on non-monetary financial assets measured at fair value, such as 
equities classified as FVTOCI, are included in other comprehensive income.

The financial statement is presented in Ethiopian Birr (“ETB”), which is the Bank’s functional 
currency. The loans granted and liabilities contracted are in Ethiopian Birr, which is the 
currency that predominates in the economic environment where the Bank operates. Similarly, 
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30 June 2024 Notes

Financial 
assets at fair 

value through 
OCI
ETB

Financial assets 
at amortized 

cost

ETB

Total

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 
Customers (net)

12 - 2,509,363,582 2,509,363,582

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

30 June 2023 Notes

Financial 
assets at fair 

value through 
OCI
ETB

Financial assets 
at amortized 

cost

ETB

Total

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 
Customers (net) - 1,056,988,049 1,056,988,049

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.  

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

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

Notes 
30 June 2024

ETB
30 June 2023

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 
ítems
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
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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 Exchangeability (Amendment to IAS 21)

The amendment to IAS 21 concerns updates introduced regarding how to determine the 
exchange rate when there is a long-term lack of exchangeability, which was previously not 
regulated. 
The amendments are to be applied retrospectively from the effective date. The Bank will make 
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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 financial assets and liabilities such as equities held at 
fair value through profit or loss are recognised in profit or loss as part of the fair value gain or 
loss. Translation differences on non-monetary financial assets measured at fair value, such as 
equities classified as FVTOCI, are included in other comprehensive income.

The financial statement is presented in Ethiopian Birr (“ETB”), which is the Bank’s functional 
currency. The loans granted and liabilities contracted are in Ethiopian Birr, which is the 
currency that predominates in the economic environment where the Bank operates. Similarly, 
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30 June 2024 Notes

Financial 
assets at fair 

value through 
OCI
ETB

Financial assets 
at amortized 

cost

ETB

Total

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 
Customers (net)

12 - 2,509,363,582 2,509,363,582

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

30 June 2023 Notes

Financial 
assets at fair 

value through 
OCI
ETB

Financial assets 
at amortized 

cost

ETB

Total

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 
Customers (net) - 1,056,988,049 1,056,988,049

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.  

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

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

Notes 
30 June 2024

ETB
30 June 2023

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 
ítems
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
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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. 

Notes 
30 June 2024

ETB
30 June 2023

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 
ítems
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
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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 Exchangeability (Amendment to IAS 21)

The amendment to IAS 21 concerns updates introduced regarding how to determine the 
exchange rate when there is a long-term lack of exchangeability, which was previously not 
regulated. 
The amendments are to be applied retrospectively from the effective date. The Bank will make 
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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 financial assets and liabilities such as equities held at 
fair value through profit or loss are recognised in profit or loss as part of the fair value gain or 
loss. Translation differences on non-monetary financial assets measured at fair value, such as 
equities classified as FVTOCI, are included in other comprehensive income.

The financial statement is presented in Ethiopian Birr (“ETB”), which is the Bank’s functional 
currency. The loans granted and liabilities contracted are in Ethiopian Birr, which is the 
currency that predominates in the economic environment where the Bank operates. Similarly, 
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(b) Gross loans and advances from customers per National Bank of Ethiopia's impairment 
guideline  

Notes 30 June 2024
ETB

30 June 2023
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
ETB

30 June 2023
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, is basically obtained from the world bankers’ almanac as rated by Moody, 
Fitch, and Standards & Poor. The equivalent rating is used to aggregate the overall rating by 
these agencies. 
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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 
customers at amortized 
cost

30 June 2024
Stage 1 

ETB
Stage 2

ETB
Stage 3

ETB
Total
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 

ETB
Stage 2

ETB
Stage 3

ETB
Total
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

(c) Credit quality of off-balance sheet items 
Off Balance sheet ítems 30 June 2024

Stage 1 
ETB

Stage 2
ETB

Stage 3
ETB

Total
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
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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 Exchangeability (Amendment to IAS 21)

The amendment to IAS 21 concerns updates introduced regarding how to determine the 
exchange rate when there is a long-term lack of exchangeability, which was previously not 
regulated. 
The amendments are to be applied retrospectively from the effective date. The Bank will make 
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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 financial assets and liabilities such as equities held at 
fair value through profit or loss are recognised in profit or loss as part of the fair value gain or 
loss. Translation differences on non-monetary financial assets measured at fair value, such as 
equities classified as FVTOCI, are included in other comprehensive income.

The financial statement is presented in Ethiopian Birr (“ETB”), which is the Bank’s functional 
currency. The loans granted and liabilities contracted are in Ethiopian Birr, which is the 
currency that predominates in the economic environment where the Bank operates. Similarly, 
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(b) Gross loans and advances from customers per National Bank of Ethiopia's impairment 
guideline  

Notes 30 June 2024
ETB

30 June 2023
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
ETB

30 June 2023
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, is basically obtained from the world bankers’ almanac as rated by Moody, 
Fitch, and Standards & Poor. The equivalent rating is used to aggregate the overall rating by 
these agencies. 
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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 
customers at amortized 
cost

30 June 2024
Stage 1 

ETB
Stage 2

ETB
Stage 3

ETB
Total
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 

ETB
Stage 2

ETB
Stage 3

ETB
Total
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

(c) Credit quality of off-balance sheet items 
Off Balance sheet ítems 30 June 2024

Stage 1 
ETB

Stage 2
ETB

Stage 3
ETB

Total
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
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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 
customers at amortized 
cost

30 June 2024
Stage 1 

ETB
Stage 2

ETB
Stage 3

ETB
Total
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 

ETB
Stage 2

ETB
Stage 3

ETB
Total
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

(c) Credit quality of off-balance sheet items 
Off Balance sheet ítems 30 June 2024

Stage 1 
ETB

Stage 2
ETB

Stage 3
ETB

Total
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
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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 Exchangeability (Amendment to IAS 21)

The amendment to IAS 21 concerns updates introduced regarding how to determine the 
exchange rate when there is a long-term lack of exchangeability, which was previously not 
regulated. 
The amendments are to be applied retrospectively from the effective date. The Bank will make 
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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 financial assets and liabilities such as equities held at 
fair value through profit or loss are recognised in profit or loss as part of the fair value gain or 
loss. Translation differences on non-monetary financial assets measured at fair value, such as 
equities classified as FVTOCI, are included in other comprehensive income.

The financial statement is presented in Ethiopian Birr (“ETB”), which is the Bank’s functional 
currency. The loans granted and liabilities contracted are in Ethiopian Birr, which is the 
currency that predominates in the economic environment where the Bank operates. Similarly, 
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30 June 2023
Stage 1 
ETB

Stage 2
ETB

Stage 3
ETB

Total
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
Exposure

ETB

Loss
Allowance

ETB

Net Carrying 
amount

ETB
Cash & Balance With 
Banks 

12 month 
ECL 997,842,959 44,360 997,798,599

Debt & Equity
Securities

12 month 
ECL 1,220,301,448 22,608 1,220,278,840

Receivable & Other 
Financial Assets 

Life time ECL 279,236,944 3,136,410 276,100,534

Total 2,497,381,351 3,203,378 2,494,177,973

30 June 2023
Gross

Exposure
ETB

Loss
Allowance

ETB

Net Carrying 
amount

ETB
Cash & Balance With 
Banks 

12 month 
ECL 789,590,564 33,003 789,557,561

Debt & Equity 
Securities

12 month 
ECL 267,620,506 13,378 267,607,128

Receivable & Other 
Financial Assets 

Life time ECL 62,232,161 2,020,661 60,211,499

Total 1,119,443,231 2,067,042 1,117,376,189

(e) Loan & Advances by Customer Risk Rating  
No Credit risk 

assessment 
score

Customers’ 
Risk Grade

Risk Level Risk Implication/Status

1 >= 85 % Grade 1 Exceptionally low risk Bankable
2 70 – 84 % Grade 2 Very low risk Bankable
3 60 – 69.9 % Grade 3 Low risk Bankable
4 50 – 59.9 % Grade 4 Moderate risk Bankable
5 40 – 49.9 % Grade 5 Potential risk Exceptionally bankable
6 30 – 39.9 % Grade 6 High risk Very exceptional bankable
7 25 – 29.9 % Grade 7 Very high risk Not bankable
8 < 25 % Grade 8 Default risk Not bankable
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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. 

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 contract 

Grade 3: These borrowers are considered as “low risk” borrowers, being capable of meeting 
the following criteria. 
 Not as strong as the grade 2 in terms of credit risk parameters, but the business still 

demonstrates consistent earnings, cash flow and have good track record. 
 The borrower has adequate liquidity, cash flow and earnings. 
 The borrower has acceptable share in the market. 
 The business is performing in accordance with the terms and conditions of the contract.  
 The business has acceptable management capability. 

Parameter Weight
Financial 35%
Business/Industry and form of organization 13%
Management 12%
Account Performance 25%
Customer Relationship 15%
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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 Exchangeability (Amendment to IAS 21)

The amendment to IAS 21 concerns updates introduced regarding how to determine the 
exchange rate when there is a long-term lack of exchangeability, which was previously not 
regulated. 
The amendments are to be applied retrospectively from the effective date. The Bank will make 
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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 financial assets and liabilities such as equities held at 
fair value through profit or loss are recognised in profit or loss as part of the fair value gain or 
loss. Translation differences on non-monetary financial assets measured at fair value, such as 
equities classified as FVTOCI, are included in other comprehensive income.

The financial statement is presented in Ethiopian Birr (“ETB”), which is the Bank’s functional 
currency. The loans granted and liabilities contracted are in Ethiopian Birr, which is the 
currency that predominates in the economic environment where the Bank operates. Similarly, 
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30 June 2023
Stage 1 
ETB

Stage 2
ETB

Stage 3
ETB

Total
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
Exposure

ETB

Loss
Allowance

ETB

Net Carrying 
amount

ETB
Cash & Balance With 
Banks 

12 month 
ECL 997,842,959 44,360 997,798,599

Debt & Equity
Securities

12 month 
ECL 1,220,301,448 22,608 1,220,278,840

Receivable & Other 
Financial Assets 

Life time ECL 279,236,944 3,136,410 276,100,534

Total 2,497,381,351 3,203,378 2,494,177,973

30 June 2023
Gross

Exposure
ETB

Loss
Allowance

ETB

Net Carrying 
amount

ETB
Cash & Balance With 
Banks 

12 month 
ECL 789,590,564 33,003 789,557,561

Debt & Equity 
Securities

12 month 
ECL 267,620,506 13,378 267,607,128

Receivable & Other 
Financial Assets 

Life time ECL 62,232,161 2,020,661 60,211,499

Total 1,119,443,231 2,067,042 1,117,376,189

(e) Loan & Advances by Customer Risk Rating  
No Credit risk 

assessment 
score

Customers’ 
Risk Grade

Risk Level Risk Implication/Status

1 >= 85 % Grade 1 Exceptionally low risk Bankable
2 70 – 84 % Grade 2 Very low risk Bankable
3 60 – 69.9 % Grade 3 Low risk Bankable
4 50 – 59.9 % Grade 4 Moderate risk Bankable
5 40 – 49.9 % Grade 5 Potential risk Exceptionally bankable
6 30 – 39.9 % Grade 6 High risk Very exceptional bankable
7 25 – 29.9 % Grade 7 Very high risk Not bankable
8 < 25 % Grade 8 Default risk Not bankable
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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. 

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 contract 

Grade 3: These borrowers are considered as “low risk” borrowers, being capable of meeting 
the following criteria. 
 Not as strong as the grade 2 in terms of credit risk parameters, but the business still 

demonstrates consistent earnings, cash flow and have good track record. 
 The borrower has adequate liquidity, cash flow and earnings. 
 The borrower has acceptable share in the market. 
 The business is performing in accordance with the terms and conditions of the contract.  
 The business has acceptable management capability. 

Parameter Weight
Financial 35%
Business/Industry and form of organization 13%
Management 12%
Account Performance 25%
Customer Relationship 15%
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30 June 2023
Stage 1 
ETB

Stage 2
ETB

Stage 3
ETB

Total
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
Exposure

ETB

Loss
Allowance

ETB

Net Carrying 
amount

ETB
Cash & Balance With 
Banks 

12 month 
ECL 997,842,959 44,360 997,798,599

Debt & Equity
Securities

12 month 
ECL 1,220,301,448 22,608 1,220,278,840

Receivable & Other 
Financial Assets 

Life time ECL 279,236,944 3,136,410 276,100,534

Total 2,497,381,351 3,203,378 2,494,177,973

30 June 2023
Gross

Exposure
ETB

Loss
Allowance

ETB

Net Carrying 
amount

ETB
Cash & Balance With 
Banks 

12 month 
ECL 789,590,564 33,003 789,557,561

Debt & Equity 
Securities

12 month 
ECL 267,620,506 13,378 267,607,128

Receivable & Other 
Financial Assets 

Life time ECL 62,232,161 2,020,661 60,211,499

Total 1,119,443,231 2,067,042 1,117,376,189

(e) Loan & Advances by Customer Risk Rating  
No Credit risk 

assessment 
score

Customers’ 
Risk Grade

Risk Level Risk Implication/Status

1 >= 85 % Grade 1 Exceptionally low risk Bankable
2 70 – 84 % Grade 2 Very low risk Bankable
3 60 – 69.9 % Grade 3 Low risk Bankable
4 50 – 59.9 % Grade 4 Moderate risk Bankable
5 40 – 49.9 % Grade 5 Potential risk Exceptionally bankable
6 30 – 39.9 % Grade 6 High risk Very exceptional bankable
7 25 – 29.9 % Grade 7 Very high risk Not bankable
8 < 25 % Grade 8 Default risk Not bankable
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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. 

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 contract 

Grade 3: These borrowers are considered as “low risk” borrowers, being capable of meeting 
the following criteria. 
 Not as strong as the grade 2 in terms of credit risk parameters, but the business still 

demonstrates consistent earnings, cash flow and have good track record. 
 The borrower has adequate liquidity, cash flow and earnings. 
 The borrower has acceptable share in the market. 
 The business is performing in accordance with the terms and conditions of the contract.  
 The business has acceptable management capability. 

Parameter Weight
Financial 35%
Business/Industry and form of organization 13%
Management 12%
Account Performance 25%
Customer Relationship 15%
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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 Exchangeability (Amendment to IAS 21)

The amendment to IAS 21 concerns updates introduced regarding how to determine the 
exchange rate when there is a long-term lack of exchangeability, which was previously not 
regulated. 
The amendments are to be applied retrospectively from the effective date. The Bank will make 
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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 financial assets and liabilities such as equities held at 
fair value through profit or loss are recognised in profit or loss as part of the fair value gain or 
loss. Translation differences on non-monetary financial assets measured at fair value, such as 
equities classified as FVTOCI, are included in other comprehensive income.

The financial statement is presented in Ethiopian Birr (“ETB”), which is the Bank’s functional 
currency. The loans granted and liabilities contracted are in Ethiopian Birr, which is the 
currency that predominates in the economic environment where the Bank operates. Similarly, 
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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 criteria for timely write-off shall be adhered to apply. 

In order to classify the outstanding loans according to the risk grade of debtor, the following 
assumptions are used because of the fact that retail loans are not regularly graded except at the 
initial stage of the credit assessment.
 Loan disbursed to Business, Corporate and Commercial customers are presented according 

to their risk grade from 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
ETB

30 June 2023
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 - -
6 - -
7 - -
8

NA 84,758,838.34 -

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 of collateral other than as share certificates, cash, treasury bills, treasury bonds, 
etc. as disclosed at the carrying amount as management is of the opinion that the cost of the 
process of establishing the fair value of the collateral exceeds benefits accruable from the 
exercise. 
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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 Exchangeability (Amendment to IAS 21)

The amendment to IAS 21 concerns updates introduced regarding how to determine the 
exchange rate when there is a long-term lack of exchangeability, which was previously not 
regulated. 
The amendments are to be applied retrospectively from the effective date. The Bank will make 
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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 financial assets and liabilities such as equities held at 
fair value through profit or loss are recognised in profit or loss as part of the fair value gain or 
loss. Translation differences on non-monetary financial assets measured at fair value, such as 
equities classified as FVTOCI, are included in other comprehensive income.

The financial statement is presented in Ethiopian Birr (“ETB”), which is the Bank’s functional 
currency. The loans granted and liabilities contracted are in Ethiopian Birr, which is the 
currency that predominates in the economic environment where the Bank operates. Similarly, 
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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 criteria for timely write-off shall be adhered to apply. 

In order to classify the outstanding loans according to the risk grade of debtor, the following 
assumptions are used because of the fact that retail loans are not regularly graded except at the 
initial stage of the credit assessment.
 Loan disbursed to Business, Corporate and Commercial customers are presented according 

to their risk grade from the risk grading analysis. 

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

50

 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
ETB

30 June 2023
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 - -
6 - -
7 - -
8

NA 84,758,838.34 -

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 of collateral other than as share certificates, cash, treasury bills, treasury bonds, 
etc. as disclosed at the carrying amount as management is of the opinion that the cost of the 
process of establishing the fair value of the collateral exceeds benefits accruable from the 
exercise. 
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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
ETB

30 June 2023
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 - -
6 - -
7 - -
8

NA 84,758,838.34 -

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 of collateral other than as share certificates, cash, treasury bills, treasury bonds, 
etc. as disclosed at the carrying amount as management is of the opinion that the cost of the 
process of establishing the fair value of the collateral exceeds benefits accruable from the 
exercise. 
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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 Exchangeability (Amendment to IAS 21)

The amendment to IAS 21 concerns updates introduced regarding how to determine the 
exchange rate when there is a long-term lack of exchangeability, which was previously not 
regulated. 
The amendments are to be applied retrospectively from the effective date. The Bank will make 
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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 financial assets and liabilities such as equities held at 
fair value through profit or loss are recognised in profit or loss as part of the fair value gain or 
loss. Translation differences on non-monetary financial assets measured at fair value, such as 
equities classified as FVTOCI, are included in other comprehensive income.

The financial statement is presented in Ethiopian Birr (“ETB”), which is the Bank’s functional 
currency. The loans granted and liabilities contracted are in Ethiopian Birr, which is the 
currency that predominates in the economic environment where the Bank operates. Similarly, 
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guaranteed loans 

30 June 2023 Current & 
Past Due up 
to 29 days
ETB

Past Due over 
29 days

ETB

Others

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 Guaranteed loans from total 
portfolio 100% 100%

% of guarantee that cover 
guaranteed loans 166.64% 166.64%

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. 

ii. Investment securities designated as at FVTPL  

At 30 June 2024, the Bank had no exposure to credit risk of the investment securities 
designated at the FVTPL. 
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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 
state 
ETB

Machinery
Plant
ETB

Vehicles

ETB

Others

ETB
Domestic Trade & 
Services 343,817,494.78 288,679,079 56,594,496

Export & Import 1,066,143,378 579,389,878 183,662,542
Building & 
Construction 29,800,190 7,616,476.55 170,000,000

Manufacturing 181,078,516 14,239,196 29,343,379 32,965,900
Agriculture 15,001,062
Consumer & 
Personal  97,951,859 14,800,000 1,041,000

1,718,791,438 14,239,196 919,828,813 459,265,000

30 June 2023 Secured against real 
state
ETB

Machinery

ETB

Vehicles

ETB

Others

ETB

Domestic Trade & 
Services 200,771,820 - 127,355,640 124,091,660

Export & Import 709,412,630 16,183,220 237,096,250 146,616,190
Building & 
Construction 9,511,570 - 49,971,340 4,284,990

Industry 82,981,170 - 19,700,000 -
Agriculture - - - 15,000,000
Consumer & 
Personal  26,746,810 - 3,217,000 -

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

Colateral 

Current & 
Past Due up 
to 29 days
ETB

Past Due over 
29 days

ETB

Total

ETB
Real State 1,733,792,500 1,733,792,500
Machinery 14,239,196 14,239,196
Vehicle 919,828,813 919,828,813
Others 444,263,938 444,263,938
Total 3,112,124,446 3,112,124,446
Guaranteed Loan 2,531,607,042 2,531,607,042
% of Guaranteed loans from total 
portfolio 96% 96%

% of guarantee that cover 123% 123%
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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 Exchangeability (Amendment to IAS 21)

The amendment to IAS 21 concerns updates introduced regarding how to determine the 
exchange rate when there is a long-term lack of exchangeability, which was previously not 
regulated. 
The amendments are to be applied retrospectively from the effective date. The Bank will make 
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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 financial assets and liabilities such as equities held at 
fair value through profit or loss are recognised in profit or loss as part of the fair value gain or 
loss. Translation differences on non-monetary financial assets measured at fair value, such as 
equities classified as FVTOCI, are included in other comprehensive income.

The financial statement is presented in Ethiopian Birr (“ETB”), which is the Bank’s functional 
currency. The loans granted and liabilities contracted are in Ethiopian Birr, which is the 
currency that predominates in the economic environment where the Bank operates. Similarly, 
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guaranteed loans 

30 June 2023 Current & 
Past Due up 
to 29 days
ETB

Past Due over 
29 days

ETB

Others

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 Guaranteed loans from total 
portfolio 100% 100%

% of guarantee that cover 
guaranteed loans 166.64% 166.64%

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. 

ii. Investment securities designated as at FVTPL  

At 30 June 2024, the Bank had no exposure to credit risk of the investment securities 
designated at the FVTPL. 
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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 
state 
ETB

Machinery
Plant
ETB

Vehicles

ETB

Others

ETB
Domestic Trade & 
Services 343,817,494.78 288,679,079 56,594,496

Export & Import 1,066,143,378 579,389,878 183,662,542
Building & 
Construction 29,800,190 7,616,476.55 170,000,000

Manufacturing 181,078,516 14,239,196 29,343,379 32,965,900
Agriculture 15,001,062
Consumer & 
Personal  97,951,859 14,800,000 1,041,000

1,718,791,438 14,239,196 919,828,813 459,265,000

30 June 2023 Secured against real 
state
ETB

Machinery

ETB

Vehicles

ETB

Others

ETB

Domestic Trade & 
Services 200,771,820 - 127,355,640 124,091,660

Export & Import 709,412,630 16,183,220 237,096,250 146,616,190
Building & 
Construction 9,511,570 - 49,971,340 4,284,990

Industry 82,981,170 - 19,700,000 -
Agriculture - - - 15,000,000
Consumer & 
Personal  26,746,810 - 3,217,000 -

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

Colateral 

Current & 
Past Due up 
to 29 days
ETB

Past Due over 
29 days

ETB

Total

ETB
Real State 1,733,792,500 1,733,792,500
Machinery 14,239,196 14,239,196
Vehicle 919,828,813 919,828,813
Others 444,263,938 444,263,938
Total 3,112,124,446 3,112,124,446
Guaranteed Loan 2,531,607,042 2,531,607,042
% of Guaranteed loans from total 
portfolio 96% 96%

% of guarantee that cover 123% 123%
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guaranteed loans 

30 June 2023 Current & 
Past Due up 
to 29 days
ETB

Past Due over 
29 days

ETB

Others

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 Guaranteed loans from total 
portfolio 100% 100%

% of guarantee that cover 
guaranteed loans 166.64% 166.64%

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. 

ii. Investment securities designated as at FVTPL  

At 30 June 2024, the Bank had no exposure to credit risk of the investment securities 
designated at the FVTPL. 
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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 
state 
ETB

Machinery
Plant
ETB

Vehicles

ETB

Others

ETB
Domestic Trade & 
Services 343,817,494.78 288,679,079 56,594,496

Export & Import 1,066,143,378 579,389,878 183,662,542
Building & 
Construction 29,800,190 7,616,476.55 170,000,000

Manufacturing 181,078,516 14,239,196 29,343,379 32,965,900
Agriculture 15,001,062
Consumer & 
Personal  97,951,859 14,800,000 1,041,000

1,718,791,438 14,239,196 919,828,813 459,265,000

30 June 2023 Secured against real 
state
ETB

Machinery

ETB

Vehicles

ETB

Others

ETB

Domestic Trade & 
Services 200,771,820 - 127,355,640 124,091,660

Export & Import 709,412,630 16,183,220 237,096,250 146,616,190
Building & 
Construction 9,511,570 - 49,971,340 4,284,990

Industry 82,981,170 - 19,700,000 -
Agriculture - - - 15,000,000
Consumer & 
Personal  26,746,810 - 3,217,000 -

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

Colateral 

Current & 
Past Due up 
to 29 days
ETB

Past Due over 
29 days

ETB

Total

ETB
Real State 1,733,792,500 1,733,792,500
Machinery 14,239,196 14,239,196
Vehicle 919,828,813 919,828,813
Others 444,263,938 444,263,938
Total 3,112,124,446 3,112,124,446
Guaranteed Loan 2,531,607,042 2,531,607,042
% of Guaranteed loans from total 
portfolio 96% 96%

% of guarantee that cover 123% 123%
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guaranteed loans 

30 June 2023 Current & 
Past Due up 
to 29 days
ETB

Past Due over 
29 days

ETB

Others

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 Guaranteed loans from total 
portfolio 100% 100%

% of guarantee that cover 
guaranteed loans 166.64% 166.64%

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. 

ii. Investment securities designated as at FVTPL  

At 30 June 2024, the Bank had no exposure to credit risk of the investment securities 
designated at the FVTPL. 
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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 
state 
ETB

Machinery
Plant
ETB

Vehicles

ETB

Others

ETB
Domestic Trade & 
Services 343,817,494.78 288,679,079 56,594,496

Export & Import 1,066,143,378 579,389,878 183,662,542
Building & 
Construction 29,800,190 7,616,476.55 170,000,000

Manufacturing 181,078,516 14,239,196 29,343,379 32,965,900
Agriculture 15,001,062
Consumer & 
Personal  97,951,859 14,800,000 1,041,000

1,718,791,438 14,239,196 919,828,813 459,265,000

30 June 2023 Secured against real 
state
ETB

Machinery

ETB

Vehicles

ETB

Others

ETB

Domestic Trade & 
Services 200,771,820 - 127,355,640 124,091,660

Export & Import 709,412,630 16,183,220 237,096,250 146,616,190
Building & 
Construction 9,511,570 - 49,971,340 4,284,990

Industry 82,981,170 - 19,700,000 -
Agriculture - - - 15,000,000
Consumer & 
Personal  26,746,810 - 3,217,000 -

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

Colateral 

Current & 
Past Due up 
to 29 days
ETB

Past Due over 
29 days

ETB

Total

ETB
Real State 1,733,792,500 1,733,792,500
Machinery 14,239,196 14,239,196
Vehicle 919,828,813 919,828,813
Others 444,263,938 444,263,938
Total 3,112,124,446 3,112,124,446
Guaranteed Loan 2,531,607,042 2,531,607,042
% of Guaranteed loans from total 
portfolio 96% 96%

% of guarantee that cover 123% 123%
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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 Exchangeability (Amendment to IAS 21)

The amendment to IAS 21 concerns updates introduced regarding how to determine the 
exchange rate when there is a long-term lack of exchangeability, which was previously not 
regulated. 
The amendments are to be applied retrospectively from the effective date. The Bank will make 

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

14

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 financial assets and liabilities such as equities held at 
fair value through profit or loss are recognised in profit or loss as part of the fair value gain or 
loss. Translation differences on non-monetary financial assets measured at fair value, such as 
equities classified as FVTOCI, are included in other comprehensive income.

The financial statement is presented in Ethiopian Birr (“ETB”), which is the Bank’s functional 
currency. The loans granted and liabilities contracted are in Ethiopian Birr, which is the 
currency that predominates in the economic environment where the Bank operates. Similarly, 
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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:  

T
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. 

Product type 
Outstanding loan balances

30 June 2024
ETB

30 June 2023
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

4.3.6 Amount arising from ECL 

i. Significant Credit Risk  

When determining whether the risk of default on a financial instrument as initial recognition, 
the Bank considers reasonable and supportable information that is relevant and available 

Sector
30 June 2024

ETB
30 June 2023

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
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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; 

 The remaining lifetime probability of default (PD) as at the reporting date; 
 With the remaining lifetime PD for this point in time that was estimated at the time of 

initial recognition of the exposure (adjusted where relevant for changes in prepayment 
expectations). 

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

 Quantitative 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  
 Information 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 
 Payment record – this includes overdue status as well as a range of variables about payment 

ratios  
 Utilization of the granted limit  
 Requests for and granting of forbearance  
 Existing and forecast changes in business, financial and economic conditions 
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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 Exchangeability (Amendment to IAS 21)

The amendment to IAS 21 concerns updates introduced regarding how to determine the 
exchange rate when there is a long-term lack of exchangeability, which was previously not 
regulated. 
The amendments are to be applied retrospectively from the effective date. The Bank will make 
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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 financial assets and liabilities such as equities held at 
fair value through profit or loss are recognised in profit or loss as part of the fair value gain or 
loss. Translation differences on non-monetary financial assets measured at fair value, such as 
equities classified as FVTOCI, are included in other comprehensive income.

The financial statement is presented in Ethiopian Birr (“ETB”), which is the Bank’s functional 
currency. The loans granted and liabilities contracted are in Ethiopian Birr, which is the 
currency that predominates in the economic environment where the Bank operates. Similarly, 
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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:  

T
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. 

Product type 
Outstanding loan balances

30 June 2024
ETB

30 June 2023
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

4.3.6 Amount arising from ECL 

i. Significant Credit Risk  

When determining whether the risk of default on a financial instrument as initial recognition, 
the Bank considers reasonable and supportable information that is relevant and available 

Sector
30 June 2024

ETB
30 June 2023

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
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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; 

 The remaining lifetime probability of default (PD) as at the reporting date; 
 With the remaining lifetime PD for this point in time that was estimated at the time of 

initial recognition of the exposure (adjusted where relevant for changes in prepayment 
expectations). 

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

 Quantitative 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  
 Information 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 
 Payment record – this includes overdue status as well as a range of variables about payment 

ratios  
 Utilization of the granted limit  
 Requests for and granting of forbearance  
 Existing and forecast changes in business, financial and economic conditions 
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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; 

 The remaining lifetime probability of default (PD) as at the reporting date; 
 With the remaining lifetime PD for this point in time that was estimated at the time of 

initial recognition of the exposure (adjusted where relevant for changes in prepayment 
expectations). 

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

 Quantitative 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  
 Information 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 
 Payment record – this includes overdue status as well as a range of variables about payment 

ratios  
 Utilization of the granted limit  
 Requests for and granting of forbearance  
 Existing and forecast changes in business, financial and economic conditions 

ANNUAL REPORT 2023/24www.tsehaybank.com.etPage 40

TSEHAY BANK SHARE COMPANY
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 30 JUNE 2024

www.tsehaybank.com.etANNUAL REPORT 2023/24 Page 41

TSEHAY BANK SHARE COMPANY
NOTES TO THE FINANCIAL STATEMENTS

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

13

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 Exchangeability (Amendment to IAS 21)

The amendment to IAS 21 concerns updates introduced regarding how to determine the 
exchange rate when there is a long-term lack of exchangeability, which was previously not 
regulated. 
The amendments are to be applied retrospectively from the effective date. The Bank will make 
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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 financial assets and liabilities such as equities held at 
fair value through profit or loss are recognised in profit or loss as part of the fair value gain or 
loss. Translation differences on non-monetary financial assets measured at fair value, such as 
equities classified as FVTOCI, are included in other comprehensive income.

The financial statement is presented in Ethiopian Birr (“ETB”), which is the Bank’s functional 
currency. The loans granted and liabilities contracted are in Ethiopian Birr, which is the 
currency that predominates in the economic environment where the Bank operates. Similarly, 
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iii. 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: 

 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; 

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

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

 Exposures are not generally transferred directly from 12-month ECL measurement to 
credit impaired; and 
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 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  
 It 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 
Solutions formerly known as Business Monitor International, an external and independent 
market intelligence and research institution. This is in addition to industry level, semi-annual 
NPL trends across statistically comparable sectors. 

Periodically, the Bank carries out stress testing of more extreme shocks to calibrate its 
determination of the upside and downside representative scenarios. A comprehensive review is 
performed at least annually on the design of the scenarios by a panel of experts that advises the 
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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 Exchangeability (Amendment to IAS 21)

The amendment to IAS 21 concerns updates introduced regarding how to determine the 
exchange rate when there is a long-term lack of exchangeability, which was previously not 
regulated. 
The amendments are to be applied retrospectively from the effective date. The Bank will make 

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

14

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 financial assets and liabilities such as equities held at 
fair value through profit or loss are recognised in profit or loss as part of the fair value gain or 
loss. Translation differences on non-monetary financial assets measured at fair value, such as 
equities classified as FVTOCI, are included in other comprehensive income.

The financial statement is presented in Ethiopian Birr (“ETB”), which is the Bank’s functional 
currency. The loans granted and liabilities contracted are in Ethiopian Birr, which is the 
currency that predominates in the economic environment where the Bank operates. Similarly, 
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iii. 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: 

 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; 

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

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

 Exposures are not generally transferred directly from 12-month ECL measurement to 
credit impaired; and 
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 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  
 It 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 
Solutions formerly known as Business Monitor International, an external and independent 
market intelligence and research institution. This is in addition to industry level, semi-annual 
NPL trends across statistically comparable sectors. 

Periodically, the Bank carries out stress testing of more extreme shocks to calibrate its 
determination of the upside and downside representative scenarios. A comprehensive review is 
performed at least annually on the design of the scenarios by a panel of experts that advises the 
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 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  
 It 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 
Solutions formerly known as Business Monitor International, an external and independent 
market intelligence and research institution. This is in addition to industry level, semi-annual 
NPL trends across statistically comparable sectors. 

Periodically, the Bank carries out stress testing of more extreme shocks to calibrate its 
determination of the upside and downside representative scenarios. A comprehensive review is 
performed at least annually on the design of the scenarios by a panel of experts that advises the 
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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 Exchangeability (Amendment to IAS 21)

The amendment to IAS 21 concerns updates introduced regarding how to determine the 
exchange rate when there is a long-term lack of exchangeability, which was previously not 
regulated. 
The amendments are to be applied retrospectively from the effective date. The Bank will make 
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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 financial assets and liabilities such as equities held at 
fair value through profit or loss are recognised in profit or loss as part of the fair value gain or 
loss. Translation differences on non-monetary financial assets measured at fair value, such as 
equities classified as FVTOCI, are included in other comprehensive income.

The financial statement is presented in Ethiopian Birr (“ETB”), which is the Bank’s functional 
currency. The loans granted and liabilities contracted are in Ethiopian Birr, which is the 
currency that predominates in the economic environment where the Bank operates. Similarly, 
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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
Agriculture, Personal Loan, Overdraft, Interest 
free Financing

Goods imports,
USD

- -

Cluster 2
Domestic Trade & Service, 

- - -

Cluster 3
Domestic Trade & Service, Manufacturing, 

Goods imports, 
USD

Gross domestic 
product, USD, 
current prices

-

Cluster 4
Export & Import

Goods imports, 
USD

- -

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

Macro-Economic 
Variable

2024 2025 2026 2027 2028

Nominal GDP, 
USD bn

136,944.11 152,362.29 169,187.47 188,100.01 209,134.69

Goods imports, 
USD bn

18,156.35 19,039.24 19,946.46 20,935.91 21,974.44

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  

The contractual term of a loan may be modified for a number of reasons, including changing 
market conditions, customer retention and other factors not related to a current or potential 
credit deterioration of the customer. An existing loan whose terms have been modified may be 
derecognized and the renegotiated loan recognized as a new loan at fair value in accordance 
with the accounting policy set out. 
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When the 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 multiplying the 12-month PD by LGD and EAD. 
Lifetime ECL is calculated by multiplying the lifetime PD by LGD and EAD.  

PD is an estimate of the likelihood of default over a given time horizon. It is estimated as at a 
point in time. The calculation is based on statistical rating models, and assessed using rating
tools tailored to the various categories of counterparties and exposures. For prudence in 
impairment, a minimum PD of 0.5% was applied to sector with less than 0.05% PD.  
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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 Exchangeability (Amendment to IAS 21)

The amendment to IAS 21 concerns updates introduced regarding how to determine the 
exchange rate when there is a long-term lack of exchangeability, which was previously not 
regulated. 
The amendments are to be applied retrospectively from the effective date. The Bank will make 
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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 financial assets and liabilities such as equities held at 
fair value through profit or loss are recognised in profit or loss as part of the fair value gain or 
loss. Translation differences on non-monetary financial assets measured at fair value, such as 
equities classified as FVTOCI, are included in other comprehensive income.

The financial statement is presented in Ethiopian Birr (“ETB”), which is the Bank’s functional 
currency. The loans granted and liabilities contracted are in Ethiopian Birr, which is the 
currency that predominates in the economic environment where the Bank operates. Similarly, 
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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
Agriculture, Personal Loan, Overdraft, Interest 
free Financing

Goods imports,
USD

- -

Cluster 2
Domestic Trade & Service, 

- - -

Cluster 3
Domestic Trade & Service, Manufacturing, 

Goods imports, 
USD

Gross domestic 
product, USD, 
current prices

-

Cluster 4
Export & Import

Goods imports, 
USD

- -

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

Macro-Economic 
Variable

2024 2025 2026 2027 2028

Nominal GDP, 
USD bn

136,944.11 152,362.29 169,187.47 188,100.01 209,134.69

Goods imports, 
USD bn

18,156.35 19,039.24 19,946.46 20,935.91 21,974.44

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  

The contractual term of a loan may be modified for a number of reasons, including changing 
market conditions, customer retention and other factors not related to a current or potential 
credit deterioration of the customer. An existing loan whose terms have been modified may be 
derecognized and the renegotiated loan recognized as a new loan at fair value in accordance 
with the accounting policy set out. 
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When the 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 multiplying the 12-month PD by LGD and EAD. 
Lifetime ECL is calculated by multiplying the lifetime PD by LGD and EAD.  

PD is an estimate of the likelihood of default over a given time horizon. It is estimated as at a 
point in time. The calculation is based on statistical rating models, and assessed using rating
tools tailored to the various categories of counterparties and exposures. For prudence in 
impairment, a minimum PD of 0.5% was applied to sector with less than 0.05% PD.  
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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 multiplying the 12-month PD by LGD and EAD. 
Lifetime ECL is calculated by multiplying the lifetime PD by LGD and EAD.  

PD is an estimate of the likelihood of default over a given time horizon. It is estimated as at a 
point in time. The calculation is based on statistical rating models, and assessed using rating
tools tailored to the various categories of counterparties and exposures. For prudence in 
impairment, a minimum PD of 0.5% was applied to sector with less than 0.05% PD.  
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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 Exchangeability (Amendment to IAS 21)

The amendment to IAS 21 concerns updates introduced regarding how to determine the 
exchange rate when there is a long-term lack of exchangeability, which was previously not 
regulated. 
The amendments are to be applied retrospectively from the effective date. The Bank will make 
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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 financial assets and liabilities such as equities held at 
fair value through profit or loss are recognised in profit or loss as part of the fair value gain or 
loss. Translation differences on non-monetary financial assets measured at fair value, such as 
equities classified as FVTOCI, are included in other comprehensive income.

The financial statement is presented in Ethiopian Birr (“ETB”), which is the Bank’s functional 
currency. The loans granted and liabilities contracted are in Ethiopian Birr, which is the 
currency that predominates in the economic environment where the Bank operates. Similarly, 
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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 
actions that the Bank expects to take, and that serve to mitigate ECL. These include a reduction 
in limits, cancellation of the facility and/or turning the outstanding balance into a loan with 
fixed repayment terms. 

In addition, for LCs and Guarantees, the EAD was taken to be the closing balance as at the 
reporting period. For overdrafts, a credit conversion factor was modelled based on Sector- 
Portfolio to estimate the amounts to be drawn down in future. For individual facilities 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: 
 Instrument 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 
amortized cost

2024
Stage 1 

ETB
Stage 2

ETB
Stage 3

ETB
Total
ETB

Balances as at 1 July 2023 42,597 - - 42,597
Transfer to 12 Moth ECL
Transfer to lifetime ECL not credit 
impaired (955) 955 - -

Transfer to lifetime ECL credit 
impaired - - -

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

Net financial asset originated or 
purchased 176,609 1,396 - 178,005

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

261,439
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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 Exchangeability (Amendment to IAS 21)

The amendment to IAS 21 concerns updates introduced regarding how to determine the 
exchange rate when there is a long-term lack of exchangeability, which was previously not 
regulated. 
The amendments are to be applied retrospectively from the effective date. The Bank will make 
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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 financial assets and liabilities such as equities held at 
fair value through profit or loss are recognised in profit or loss as part of the fair value gain or 
loss. Translation differences on non-monetary financial assets measured at fair value, such as 
equities classified as FVTOCI, are included in other comprehensive income.

The financial statement is presented in Ethiopian Birr (“ETB”), which is the Bank’s functional 
currency. The loans granted and liabilities contracted are in Ethiopian Birr, which is the 
currency that predominates in the economic environment where the Bank operates. Similarly, 
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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 
actions that the Bank expects to take, and that serve to mitigate ECL. These include a reduction 
in limits, cancellation of the facility and/or turning the outstanding balance into a loan with 
fixed repayment terms. 

In addition, for LCs and Guarantees, the EAD was taken to be the closing balance as at the 
reporting period. For overdrafts, a credit conversion factor was modelled based on Sector- 
Portfolio to estimate the amounts to be drawn down in future. For individual facilities 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: 
 Instrument 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 
amortized cost

2024
Stage 1 

ETB
Stage 2

ETB
Stage 3

ETB
Total
ETB

Balances as at 1 July 2023 42,597 - - 42,597
Transfer to 12 Moth ECL
Transfer to lifetime ECL not credit 
impaired (955) 955 - -

Transfer to lifetime ECL credit 
impaired - - -

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

Net financial asset originated or 
purchased 176,609 1,396 - 178,005

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

261,439

ANNUAL REPORT 2023/24www.tsehaybank.com.etPage 86

TSEHAY BANK SHARE COMPANY
NOTES TO THE FINANCIAL STATEMENTS 

FOR THE YEAR ENDED 30 JUNE 2024

www.tsehaybank.com.etANNUAL REPORT 2023/24 Page 87

TSEHAY BANK SHARE COMPANY
NOTES TO THE FINANCIAL STATEMENTS 

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

60

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: 
 Instrument 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 
amortized cost

2024
Stage 1 

ETB
Stage 2

ETB
Stage 3

ETB
Total
ETB

Balances as at 1 July 2023 42,597 - - 42,597
Transfer to 12 Moth ECL
Transfer to lifetime ECL not credit 
impaired (955) 955 - -

Transfer to lifetime ECL credit 
impaired - - -

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

Net financial asset originated or 
purchased 176,609 1,396 - 178,005

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

261,439
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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 Exchangeability (Amendment to IAS 21)

The amendment to IAS 21 concerns updates introduced regarding how to determine the 
exchange rate when there is a long-term lack of exchangeability, which was previously not 
regulated. 
The amendments are to be applied retrospectively from the effective date. The Bank will make 
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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 financial assets and liabilities such as equities held at 
fair value through profit or loss are recognised in profit or loss as part of the fair value gain or 
loss. Translation differences on non-monetary financial assets measured at fair value, such as 
equities classified as FVTOCI, are included in other comprehensive income.

The financial statement is presented in Ethiopian Birr (“ETB”), which is the Bank’s functional 
currency. The loans granted and liabilities contracted are in Ethiopian Birr, which is the 
currency that predominates in the economic environment where the Bank operates. Similarly, 
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Loan and advance to customers at amortized cost 2023
Stage 1 

ETB

Stage 2

ETB

Stage 3

ETB

Total

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 
contracts (off balance sheet exposures

2024
Stage 1 

ETB
Stage 2

ETB
Stage 3

ETB
Total
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 
guarantee contracts (off balance 
sheet exposures

2023
Stage 1 

ETB
Stage 2

ETB
Stage 3

ETB
Total
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
Net measurement of Loss allowance 12,851 12,851
Net financial asset originated or 
purchased
Financial assets derecognized   
Balance as at 30 June 2023 12,851 - - 12,851

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

62

Other Financial Assets 2024
Cash & 
Balance 

with Banks 

ETB

Investment in 
securities 

(Debt 
instrument)

ETB

Other 
Receivable 
& Financial 

Assets
ETB

Total

ETB
Balances as at 1 July 2023 33,003 13,378 2,020,661 2,067,042
Net Measurement of loss 
allowance

11,357 9,230 1,115,749 1,136,336

Balance as at 30 June 2024 44,361 22,608 3,136,410 3,203,378

Other Financial Assets 2023
Cash & 
Balance 

with 
Banks 
ETB

Investment in 
securities 

(Debt 
instrument)

ETB

Other 
Receivable & 

Financial 
Assets
ETB

Total

ETB
Balances as at 1 July 2022 - - - -
Net Measurement of loss 
allowance

33,003 13,378 2,020,661 2,067,042

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.

Charge to statement of profit or loss and 
other comprehensive income.  

2024
Loan & 

advance to 
customers at 

amortized 
cost 

ETB

Loan 
commitment
s & financial 

guarantee 
contracts

ETB

Other 
Financial 

Assets

ETB

Total 
charge

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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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 Exchangeability (Amendment to IAS 21)

The amendment to IAS 21 concerns updates introduced regarding how to determine the 
exchange rate when there is a long-term lack of exchangeability, which was previously not 
regulated. 
The amendments are to be applied retrospectively from the effective date. The Bank will make 

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

14

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 financial assets and liabilities such as equities held at 
fair value through profit or loss are recognised in profit or loss as part of the fair value gain or 
loss. Translation differences on non-monetary financial assets measured at fair value, such as 
equities classified as FVTOCI, are included in other comprehensive income.

The financial statement is presented in Ethiopian Birr (“ETB”), which is the Bank’s functional 
currency. The loans granted and liabilities contracted are in Ethiopian Birr, which is the 
currency that predominates in the economic environment where the Bank operates. Similarly, 
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Loan and advance to customers at amortized cost 2023
Stage 1 

ETB

Stage 2

ETB

Stage 3

ETB

Total

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 
contracts (off balance sheet exposures

2024
Stage 1 

ETB
Stage 2

ETB
Stage 3

ETB
Total
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 
guarantee contracts (off balance 
sheet exposures

2023
Stage 1 

ETB
Stage 2

ETB
Stage 3

ETB
Total
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
Net measurement of Loss allowance 12,851 12,851
Net financial asset originated or 
purchased
Financial assets derecognized   
Balance as at 30 June 2023 12,851 - - 12,851
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Other Financial Assets 2024
Cash & 
Balance 

with Banks 

ETB

Investment in 
securities 

(Debt 
instrument)

ETB

Other 
Receivable 
& Financial 

Assets
ETB

Total

ETB
Balances as at 1 July 2023 33,003 13,378 2,020,661 2,067,042
Net Measurement of loss 
allowance

11,357 9,230 1,115,749 1,136,336

Balance as at 30 June 2024 44,361 22,608 3,136,410 3,203,378

Other Financial Assets 2023
Cash & 
Balance 

with 
Banks 
ETB

Investment in 
securities 

(Debt 
instrument)

ETB

Other 
Receivable & 

Financial 
Assets
ETB

Total

ETB
Balances as at 1 July 2022 - - - -
Net Measurement of loss 
allowance

33,003 13,378 2,020,661 2,067,042

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.

Charge to statement of profit or loss and 
other comprehensive income.  

2024
Loan & 

advance to 
customers at 

amortized 
cost 

ETB

Loan 
commitment
s & financial 

guarantee 
contracts

ETB

Other 
Financial 

Assets

ETB

Total 
charge

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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Other Financial Assets 2024
Cash & 
Balance 

with Banks 

ETB

Investment in 
securities 

(Debt 
instrument)

ETB

Other 
Receivable 
& Financial 

Assets
ETB

Total

ETB
Balances as at 1 July 2023 33,003 13,378 2,020,661 2,067,042
Net Measurement of loss 
allowance

11,357 9,230 1,115,749 1,136,336

Balance as at 30 June 2024 44,361 22,608 3,136,410 3,203,378

Other Financial Assets 2023
Cash & 
Balance 

with 
Banks 
ETB

Investment in 
securities 

(Debt 
instrument)

ETB

Other 
Receivable & 

Financial 
Assets
ETB

Total

ETB
Balances as at 1 July 2022 - - - -
Net Measurement of loss 
allowance

33,003 13,378 2,020,661 2,067,042

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.

Charge to statement of profit or loss and 
other comprehensive income.  

2024
Loan & 

advance to 
customers at 

amortized 
cost 

ETB

Loan 
commitment
s & financial 

guarantee 
contracts

ETB

Other 
Financial 

Assets

ETB

Total 
charge

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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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 Exchangeability (Amendment to IAS 21)

The amendment to IAS 21 concerns updates introduced regarding how to determine the 
exchange rate when there is a long-term lack of exchangeability, which was previously not 
regulated. 
The amendments are to be applied retrospectively from the effective date. The Bank will make 
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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 financial assets and liabilities such as equities held at 
fair value through profit or loss are recognised in profit or loss as part of the fair value gain or 
loss. Translation differences on non-monetary financial assets measured at fair value, such as 
equities classified as FVTOCI, are included in other comprehensive income.

The financial statement is presented in Ethiopian Birr (“ETB”), which is the Bank’s functional 
currency. The loans granted and liabilities contracted are in Ethiopian Birr, which is the 
currency that predominates in the economic environment where the Bank operates. Similarly, 
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.
2023

Charge to statement of profit or loss and 
other comprehensive income

Loan & 
advance to 

customers at 
amortized 

cost 

ETB

Loan 
commitments 
& financial 
guarantee 
contracts

ETB

Other 
Financial 

Assets

ETB

Total 
charge

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

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 terms have been modified may be derecognized and the 
renegotiated loan recognized as a new loan at fair value in accordance with the accounting 
policy. Once a non-performing loan has been restructured, it doesn’t remain in the same 
category of loan status as prior to the restructuring. However, the status (category) is turned 
to “substandard), without prejudice to the standard definition of substandard when:
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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 compile evidence to support that the loan or part of 
the loan it proposes to write-off is unrecoverable. 

Loan write-offs can be initiated for the following reasons: 
 Absence of attachable property 
 Insolvency of the borrower 
 Declaration of bankruptcy of the borrower by a court. 
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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 Exchangeability (Amendment to IAS 21)

The amendment to IAS 21 concerns updates introduced regarding how to determine the 
exchange rate when there is a long-term lack of exchangeability, which was previously not 
regulated. 
The amendments are to be applied retrospectively from the effective date. The Bank will make 
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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 financial assets and liabilities such as equities held at 
fair value through profit or loss are recognised in profit or loss as part of the fair value gain or 
loss. Translation differences on non-monetary financial assets measured at fair value, such as 
equities classified as FVTOCI, are included in other comprehensive income.

The financial statement is presented in Ethiopian Birr (“ETB”), which is the Bank’s functional 
currency. The loans granted and liabilities contracted are in Ethiopian Birr, which is the 
currency that predominates in the economic environment where the Bank operates. Similarly, 
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.
2023

Charge to statement of profit or loss and 
other comprehensive income

Loan & 
advance to 

customers at 
amortized 

cost 

ETB

Loan 
commitments 
& financial 
guarantee 
contracts

ETB

Other 
Financial 

Assets

ETB

Total 
charge

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

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 terms have been modified may be derecognized and the 
renegotiated loan recognized as a new loan at fair value in accordance with the accounting 
policy. Once a non-performing loan has been restructured, it doesn’t remain in the same 
category of loan status as prior to the restructuring. However, the status (category) is turned 
to “substandard), without prejudice to the standard definition of substandard when:
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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 compile evidence to support that the loan or part of 
the loan it proposes to write-off is unrecoverable. 

Loan write-offs can be initiated for the following reasons: 
 Absence of attachable property 
 Insolvency of the borrower 
 Declaration of bankruptcy of the borrower by a court. 
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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 compile evidence to support that the loan or part of 
the loan it proposes to write-off is unrecoverable. 

Loan write-offs can be initiated for the following reasons: 
 Absence of attachable property 
 Insolvency of the borrower 
 Declaration of bankruptcy of the borrower by a court. 
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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 Exchangeability (Amendment to IAS 21)

The amendment to IAS 21 concerns updates introduced regarding how to determine the 
exchange rate when there is a long-term lack of exchangeability, which was previously not 
regulated. 
The amendments are to be applied retrospectively from the effective date. The Bank will make 
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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 financial assets and liabilities such as equities held at 
fair value through profit or loss are recognised in profit or loss as part of the fair value gain or 
loss. Translation differences on non-monetary financial assets measured at fair value, such as 
equities classified as FVTOCI, are included in other comprehensive income.

The financial statement is presented in Ethiopian Birr (“ETB”), which is the Bank’s functional 
currency. The loans granted and liabilities contracted are in Ethiopian Birr, which is the 
currency that predominates in the economic environment where the Bank operates. Similarly, 
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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
ETB

30 June 2023
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 
ensure that the Bank meet its maturing obligations. 

4.4.1 Management of Liquidity Risk  

Cash flow forecasting is performed by the Finance & Treasury Department. The Department 
monitors rolling forecasts of liquidity requirements to ensure it has sufficient cash to meet 
operational needs. The Bank has incurred indebtedness in the form of borrowings. The Bank 
evaluates its ability to meet its obligations on an ongoing basis. Based on these evaluations, the 
Bank devises strategies to manage its liquidity risk.  
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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 
pool
ETB

Cash

ETB

Level 1

ETB

Level 2

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 & 
foreign banks 474,660,252 352,925,754 121,734,497

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
ETB

30 June 2023
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
ETB

30 June 2023
ETB

Loan and advance to customers 2,419,128,456 1,057,030,647
Loan & advance to Banks other Financial Institutions  - -
Treasury & DBE Bonds 452,159,384 132,033,671
Fixed placement 121,734,497 135,586,836
Cash & Balance with Central Bank 997,842,960 789,590,564
Other Balance sheet assets 348,701,378 62,232,161
Total 4,339,566,675 2,176,473,879
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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 Exchangeability (Amendment to IAS 21)

The amendment to IAS 21 concerns updates introduced regarding how to determine the 
exchange rate when there is a long-term lack of exchangeability, which was previously not 
regulated. 
The amendments are to be applied retrospectively from the effective date. The Bank will make 
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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 financial assets and liabilities such as equities held at 
fair value through profit or loss are recognised in profit or loss as part of the fair value gain or 
loss. Translation differences on non-monetary financial assets measured at fair value, such as 
equities classified as FVTOCI, are included in other comprehensive income.

The financial statement is presented in Ethiopian Birr (“ETB”), which is the Bank’s functional 
currency. The loans granted and liabilities contracted are in Ethiopian Birr, which is the 
currency that predominates in the economic environment where the Bank operates. Similarly, 
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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
ETB

30 June 2023
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 
ensure that the Bank meet its maturing obligations. 

4.4.1 Management of Liquidity Risk  

Cash flow forecasting is performed by the Finance & Treasury Department. The Department 
monitors rolling forecasts of liquidity requirements to ensure it has sufficient cash to meet 
operational needs. The Bank has incurred indebtedness in the form of borrowings. The Bank 
evaluates its ability to meet its obligations on an ongoing basis. Based on these evaluations, the 
Bank devises strategies to manage its liquidity risk.  
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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 
pool
ETB

Cash

ETB

Level 1

ETB

Level 2

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 & 
foreign banks 474,660,252 352,925,754 121,734,497

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
ETB

30 June 2023
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
ETB

30 June 2023
ETB

Loan and advance to customers 2,419,128,456 1,057,030,647
Loan & advance to Banks other Financial Institutions  - -
Treasury & DBE Bonds 452,159,384 132,033,671
Fixed placement 121,734,497 135,586,836
Cash & Balance with Central Bank 997,842,960 789,590,564
Other Balance sheet assets 348,701,378 62,232,161
Total 4,339,566,675 2,176,473,879
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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 
pool
ETB

Cash

ETB

Level 1

ETB

Level 2

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 & 
foreign banks 474,660,252 352,925,754 121,734,497

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
ETB

30 June 2023
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
ETB

30 June 2023
ETB

Loan and advance to customers 2,419,128,456 1,057,030,647
Loan & advance to Banks other Financial Institutions  - -
Treasury & DBE Bonds 452,159,384 132,033,671
Fixed placement 121,734,497 135,586,836
Cash & Balance with Central Bank 997,842,960 789,590,564
Other Balance sheet assets 348,701,378 62,232,161
Total 4,339,566,675 2,176,473,879
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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 Exchangeability (Amendment to IAS 21)

The amendment to IAS 21 concerns updates introduced regarding how to determine the 
exchange rate when there is a long-term lack of exchangeability, which was previously not 
regulated. 
The amendments are to be applied retrospectively from the effective date. The Bank will make 
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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 financial assets and liabilities such as equities held at 
fair value through profit or loss are recognised in profit or loss as part of the fair value gain or 
loss. Translation differences on non-monetary financial assets measured at fair value, such as 
equities classified as FVTOCI, are included in other comprehensive income.

The financial statement is presented in Ethiopian Birr (“ETB”), which is the Bank’s functional 
currency. The loans granted and liabilities contracted are in Ethiopian Birr, which is the 
currency that predominates in the economic environment where the Bank operates. Similarly, 
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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 

ETB
31-90 days

ETB
91-180 days

ETB
181-365 days 

ETB
Over 1 year

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 37,790,783 41,569,861 570,640,822

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

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 

ETB
31-90 days

ETB
91-180 days

ETB
181-365 days 

ETB
Over 1 year

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 
Bearing

ETB

Non-Interest 
Bearing

ETB

Total

ETB
Assets 
Cash and Bank Balances 997,842,960 997,842,960
Loans and Advances to 
customers 2,419,128,456 2,419,128,456

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 
Bearing

ETB

Non-Interest 
Bearing

ETB

Total

ETB
Assets 
Cash and Bank Balances 789,590,564 789,590,564
Loans and Advances to 
Customers 1,057,030,647 1,057,030,647

Investment Securities 267,620,506 288,783,030 556,390,158
Other Assets 62,232,161 62,232,161
Total 1,324,651,153 1,140,605,755 2,465,256,908

Liabilities - -
Deposits from Customer 1,342,333,360 960,212,081 2,302,545,441
Other Liabilities  40,063,507 40,063,507
Total 1,342,333,360 1,000,275,588 2,342,608,948
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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 Exchangeability (Amendment to IAS 21)

The amendment to IAS 21 concerns updates introduced regarding how to determine the 
exchange rate when there is a long-term lack of exchangeability, which was previously not 
regulated. 
The amendments are to be applied retrospectively from the effective date. The Bank will make 
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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 financial assets and liabilities such as equities held at 
fair value through profit or loss are recognised in profit or loss as part of the fair value gain or 
loss. Translation differences on non-monetary financial assets measured at fair value, such as 
equities classified as FVTOCI, are included in other comprehensive income.

The financial statement is presented in Ethiopian Birr (“ETB”), which is the Bank’s functional 
currency. The loans granted and liabilities contracted are in Ethiopian Birr, which is the 
currency that predominates in the economic environment where the Bank operates. Similarly, 
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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 

ETB
31-90 days

ETB
91-180 days

ETB
181-365 days 

ETB
Over 1 year

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 37,790,783 41,569,861 570,640,822

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

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 

ETB
31-90 days

ETB
91-180 days

ETB
181-365 days 

ETB
Over 1 year

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 
Bearing

ETB

Non-Interest 
Bearing

ETB

Total

ETB
Assets 
Cash and Bank Balances 997,842,960 997,842,960
Loans and Advances to 
customers 2,419,128,456 2,419,128,456

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 
Bearing

ETB

Non-Interest 
Bearing

ETB

Total

ETB
Assets 
Cash and Bank Balances 789,590,564 789,590,564
Loans and Advances to 
Customers 1,057,030,647 1,057,030,647

Investment Securities 267,620,506 288,783,030 556,390,158
Other Assets 62,232,161 62,232,161
Total 1,324,651,153 1,140,605,755 2,465,256,908

Liabilities - -
Deposits from Customer 1,342,333,360 960,212,081 2,302,545,441
Other Liabilities  40,063,507 40,063,507
Total 1,342,333,360 1,000,275,588 2,342,608,948
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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 
Bearing

ETB

Non-Interest 
Bearing

ETB

Total

ETB
Assets 
Cash and Bank Balances 997,842,960 997,842,960
Loans and Advances to 
customers 2,419,128,456 2,419,128,456

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 
Bearing

ETB

Non-Interest 
Bearing

ETB

Total

ETB
Assets 
Cash and Bank Balances 789,590,564 789,590,564
Loans and Advances to 
Customers 1,057,030,647 1,057,030,647

Investment Securities 267,620,506 288,783,030 556,390,158
Other Assets 62,232,161 62,232,161
Total 1,324,651,153 1,140,605,755 2,465,256,908

Liabilities - -
Deposits from Customer 1,342,333,360 960,212,081 2,302,545,441
Other Liabilities  40,063,507 40,063,507
Total 1,342,333,360 1,000,275,588 2,342,608,948
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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 Exchangeability (Amendment to IAS 21)

The amendment to IAS 21 concerns updates introduced regarding how to determine the 
exchange rate when there is a long-term lack of exchangeability, which was previously not 
regulated. 
The amendments are to be applied retrospectively from the effective date. The Bank will make 
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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 financial assets and liabilities such as equities held at 
fair value through profit or loss are recognised in profit or loss as part of the fair value gain or 
loss. Translation differences on non-monetary financial assets measured at fair value, such as 
equities classified as FVTOCI, are included in other comprehensive income.

The financial statement is presented in Ethiopian Birr (“ETB”), which is the Bank’s functional 
currency. The loans granted and liabilities contracted are in Ethiopian Birr, which is the 
currency that predominates in the economic environment where the Bank operates. Similarly, 
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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).

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
ETB

30 June 2023
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)

30 June 2024
ETB

30 June 2023
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
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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. 

4.7 Fair value of financial asset and liabilities 

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

All assets and liabilities for which fair value is measured or disclosed in the financial 
statements are categorized within the fair value hierarchy, which comprises of three levels as 

30 June 2024
ETB

30 June 2023
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 weighted balance for on-balance 
sheet item 4,404,033,675 2,117,286,401

Credit equivalent for off-balance sheet 
items 343,418,654 75,223,817

Total Risk weighted assets 4,747,452,329 2,192,510,218
Risk weighted capital adequacy ratio 
(CAR) 33.25% 49.61%

Minimum required capital 8% 8%
Excess 25.25% 41.61%
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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 Exchangeability (Amendment to IAS 21)

The amendment to IAS 21 concerns updates introduced regarding how to determine the 
exchange rate when there is a long-term lack of exchangeability, which was previously not 
regulated. 
The amendments are to be applied retrospectively from the effective date. The Bank will make 
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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 financial assets and liabilities such as equities held at 
fair value through profit or loss are recognised in profit or loss as part of the fair value gain or 
loss. Translation differences on non-monetary financial assets measured at fair value, such as 
equities classified as FVTOCI, are included in other comprehensive income.

The financial statement is presented in Ethiopian Birr (“ETB”), which is the Bank’s functional 
currency. The loans granted and liabilities contracted are in Ethiopian Birr, which is the 
currency that predominates in the economic environment where the Bank operates. Similarly, 
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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).

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
ETB

30 June 2023
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)

30 June 2024
ETB

30 June 2023
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
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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. 

4.7 Fair value of financial asset and liabilities 

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

All assets and liabilities for which fair value is measured or disclosed in the financial 
statements are categorized within the fair value hierarchy, which comprises of three levels as 

30 June 2024
ETB

30 June 2023
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 weighted balance for on-balance 
sheet item 4,404,033,675 2,117,286,401

Credit equivalent for off-balance sheet 
items 343,418,654 75,223,817

Total Risk weighted assets 4,747,452,329 2,192,510,218
Risk weighted capital adequacy ratio 
(CAR) 33.25% 49.61%

Minimum required capital 8% 8%
Excess 25.25% 41.61%

ANNUAL REPORT 2023/24www.tsehaybank.com.etPage 96

TSEHAY BANK SHARE COMPANY
NOTES TO THE FINANCIAL STATEMENTS 

FOR THE YEAR ENDED 30 JUNE 2024

www.tsehaybank.com.etANNUAL REPORT 2023/24 Page 97

TSEHAY BANK SHARE COMPANY
NOTES TO THE FINANCIAL STATEMENTS 

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

70

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. 

4.7 Fair value of financial asset and liabilities 

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

All assets and liabilities for which fair value is measured or disclosed in the financial 
statements are categorized within the fair value hierarchy, which comprises of three levels as 

30 June 2024
ETB

30 June 2023
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 weighted balance for on-balance 
sheet item 4,404,033,675 2,117,286,401

Credit equivalent for off-balance sheet 
items 343,418,654 75,223,817

Total Risk weighted assets 4,747,452,329 2,192,510,218
Risk weighted capital adequacy ratio 
(CAR) 33.25% 49.61%

Minimum required capital 8% 8%
Excess 25.25% 41.61%
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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 Exchangeability (Amendment to IAS 21)

The amendment to IAS 21 concerns updates introduced regarding how to determine the 
exchange rate when there is a long-term lack of exchangeability, which was previously not 
regulated. 
The amendments are to be applied retrospectively from the effective date. The Bank will make 
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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 financial assets and liabilities such as equities held at 
fair value through profit or loss are recognised in profit or loss as part of the fair value gain or 
loss. Translation differences on non-monetary financial assets measured at fair value, such as 
equities classified as FVTOCI, are included in other comprehensive income.

The financial statement is presented in Ethiopian Birr (“ETB”), which is the Bank’s functional 
currency. The loans granted and liabilities contracted are in Ethiopian Birr, which is the 
currency that predominates in the economic environment where the Bank operates. Similarly, 
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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 
Amount

ETB

Level 1

ETB

Level 2

ETB

Level 3

ETB

Total

ETB
Financial Assets 
Cash and Bank 
Balances 997,842,960 997,842,960 997,842,960

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 
Customer 4,348,100,155 4,348,100,155 4,348,100,155

Debt Securities Issued
Borrowings 
Other Liabilities  
Total 4,348,100,155 4,348,100,155 4,348,100,155

30 June 2023 Carrying 
Amount

ETB

Level 1

ETB

Level 2

ETB

Level 3

ETB

Total

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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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 Exchangeability (Amendment to IAS 21)

The amendment to IAS 21 concerns updates introduced regarding how to determine the 
exchange rate when there is a long-term lack of exchangeability, which was previously not 
regulated. 
The amendments are to be applied retrospectively from the effective date. The Bank will make 
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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 financial assets and liabilities such as equities held at 
fair value through profit or loss are recognised in profit or loss as part of the fair value gain or 
loss. Translation differences on non-monetary financial assets measured at fair value, such as 
equities classified as FVTOCI, are included in other comprehensive income.

The financial statement is presented in Ethiopian Birr (“ETB”), which is the Bank’s functional 
currency. The loans granted and liabilities contracted are in Ethiopian Birr, which is the 
currency that predominates in the economic environment where the Bank operates. Similarly, 
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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 
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ETB
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ETB
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ETB

Total

ETB
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Cash and Bank 
Balances 997,842,960 997,842,960 997,842,960

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 
Customer 4,348,100,155 4,348,100,155 4,348,100,155

Debt Securities Issued
Borrowings 
Other Liabilities  
Total 4,348,100,155 4,348,100,155 4,348,100,155

30 June 2023 Carrying 
Amount

ETB

Level 1

ETB

Level 2

ETB

Level 3

ETB

Total

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 
Amount

ETB

Level 1

ETB

Level 2

ETB

Level 3

ETB

Total

ETB
Financial Assets 
Cash and Bank 
Balances 997,842,960 997,842,960 997,842,960

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 
Customer 4,348,100,155 4,348,100,155 4,348,100,155

Debt Securities Issued
Borrowings 
Other Liabilities  
Total 4,348,100,155 4,348,100,155 4,348,100,155

30 June 2023 Carrying 
Amount

ETB

Level 1

ETB

Level 2

ETB

Level 3

ETB

Total

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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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 Exchangeability (Amendment to IAS 21)

The amendment to IAS 21 concerns updates introduced regarding how to determine the 
exchange rate when there is a long-term lack of exchangeability, which was previously not 
regulated. 
The amendments are to be applied retrospectively from the effective date. The Bank will make 
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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 financial assets and liabilities such as equities held at 
fair value through profit or loss are recognised in profit or loss as part of the fair value gain or 
loss. Translation differences on non-monetary financial assets measured at fair value, such as 
equities classified as FVTOCI, are included in other comprehensive income.

The financial statement is presented in Ethiopian Birr (“ETB”), which is the Bank’s functional 
currency. The loans granted and liabilities contracted are in Ethiopian Birr, which is the 
currency that predominates in the economic environment where the Bank operates. Similarly, 
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30 June 2024 Carrying 
Amount

ETB

Level 1

ETB

Level 2

ETB

Level 3

ETB

Total

ETB
Financial Assets 
Investment Securities 

FVOCI 646,407,566 646,407,566

Total 646,407,566 646,407,566

30 June 2023 Carrying 
Amount

ETB

Level 1

ETB

Level 2

ETB

Level 3

ETB

Total

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)

Interest expenses are expense incurred by the bank for using the customers deposit while 
providing saving and fixed time deposit products. Interest expense on a financial liability is 

30 June 2024 30 June 2023
Interest Expense on ETB ETB

Savings 53,923,084 14,694,595
Time Deposit 93,322,118 21,080,546
Central Bank (NBE) 12,049,483

159,294,685 35,775,141
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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 Exchangeability (Amendment to IAS 21)

The amendment to IAS 21 concerns updates introduced regarding how to determine the 
exchange rate when there is a long-term lack of exchangeability, which was previously not 
regulated. 
The amendments are to be applied retrospectively from the effective date. The Bank will make 
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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 financial assets and liabilities such as equities held at 
fair value through profit or loss are recognised in profit or loss as part of the fair value gain or 
loss. Translation differences on non-monetary financial assets measured at fair value, such as 
equities classified as FVTOCI, are included in other comprehensive income.

The financial statement is presented in Ethiopian Birr (“ETB”), which is the Bank’s functional 
currency. The loans granted and liabilities contracted are in Ethiopian Birr, which is the 
currency that predominates in the economic environment where the Bank operates. Similarly, 
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30 June 2024 Carrying 
Amount

ETB

Level 1

ETB

Level 2

ETB

Level 3

ETB

Total

ETB
Financial Assets 
Investment Securities 

FVOCI 646,407,566 646,407,566

Total 646,407,566 646,407,566

30 June 2023 Carrying 
Amount

ETB

Level 1

ETB

Level 2

ETB

Level 3

ETB

Total

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)

Interest expenses are expense incurred by the bank for using the customers deposit while 
providing saving and fixed time deposit products. Interest expense on a financial liability is 

30 June 2024 30 June 2023
Interest Expense on ETB ETB

Savings 53,923,084 14,694,595
Time Deposit 93,322,118 21,080,546
Central Bank (NBE) 12,049,483

159,294,685 35,775,141
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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)

Interest expenses are expense incurred by the bank for using the customers deposit while 
providing saving and fixed time deposit products. Interest expense on a financial liability is 

30 June 2024 30 June 2023
Interest Expense on ETB ETB

Savings 53,923,084 14,694,595
Time Deposit 93,322,118 21,080,546
Central Bank (NBE) 12,049,483

159,294,685 35,775,141
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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 Exchangeability (Amendment to IAS 21)

The amendment to IAS 21 concerns updates introduced regarding how to determine the 
exchange rate when there is a long-term lack of exchangeability, which was previously not 
regulated. 
The amendments are to be applied retrospectively from the effective date. The Bank will make 
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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 financial assets and liabilities such as equities held at 
fair value through profit or loss are recognised in profit or loss as part of the fair value gain or 
loss. Translation differences on non-monetary financial assets measured at fair value, such as 
equities classified as FVTOCI, are included in other comprehensive income.

The financial statement is presented in Ethiopian Birr (“ETB”), which is the Bank’s functional 
currency. The loans granted and liabilities contracted are in Ethiopian Birr, which is the 
currency that predominates in the economic environment where the Bank operates. Similarly, 
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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 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 
reserves. 

30 June 2024 30 June 2023 
Non-Interest Expense ETB ETB

Employee Salaries 274,443,316 180,207,681
Employee Benefits 34,773,456 21,428,976
Employee Allowances 147,867,108 90,049,371
Other Employee Benefits 9,952,804 1,394,752
Advertisement & Publicity 19,756,748 19,739,730
Board Fee 1,290,000 1,376,167
Branch Inauguration - 6,201,366
Cheque Book Printing 1,056,207 3,038,937
Legal and Consultation Fee 826,433 220,840
Bank Service Charges 1,440,321 225,738
Loss on FX (Market Exchange Loss) 30,123
Depreciation Expense - PPE 52,604,773 29,322,903
Depreciation Expense - ROA 98,179,935 64,139,478
Donation & Contribution Expense 767,902 2,568,500
Entertainment Expense 205,082 761,052

30 June 2024 30 June 2023
Non-Interest Income ETB ETB

Commission and Charges 379,310,035 19,332,298
Gain on FX 38,388,064 3,031,793
Other Income 22,274,091 2,847,644
Profit on IFB Financing 5,036,884

445,009,074 25,211,735
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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. 

(a) Current Tax 30-Jun-24 30-Jun-23
ETB ETB

Loss before tax (181,469,922) (486,419,318)
Add: Disallowed Expense
Entertainment 205,082 761,052
Donation 767,902 10,000
Severance Pay as per IFRS 4,183,000 464,000
Depreciation for Accounting Purpose - PPE 52,604,773 29,322,903
Depreciation for Accounting Purpose - ROA 98,179,935 64,139,478
Finance Charge amortization for Accounting 9,006,477 7,131,010
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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 Exchangeability (Amendment to IAS 21)

The amendment to IAS 21 concerns updates introduced regarding how to determine the 
exchange rate when there is a long-term lack of exchangeability, which was previously not 
regulated. 
The amendments are to be applied retrospectively from the effective date. The Bank will make 

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

14

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 financial assets and liabilities such as equities held at 
fair value through profit or loss are recognised in profit or loss as part of the fair value gain or 
loss. Translation differences on non-monetary financial assets measured at fair value, such as 
equities classified as FVTOCI, are included in other comprehensive income.

The financial statement is presented in Ethiopian Birr (“ETB”), which is the Bank’s functional 
currency. The loans granted and liabilities contracted are in Ethiopian Birr, which is the 
currency that predominates in the economic environment where the Bank operates. Similarly, 
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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 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 
reserves. 

30 June 2024 30 June 2023 
Non-Interest Expense ETB ETB

Employee Salaries 274,443,316 180,207,681
Employee Benefits 34,773,456 21,428,976
Employee Allowances 147,867,108 90,049,371
Other Employee Benefits 9,952,804 1,394,752
Advertisement & Publicity 19,756,748 19,739,730
Board Fee 1,290,000 1,376,167
Branch Inauguration - 6,201,366
Cheque Book Printing 1,056,207 3,038,937
Legal and Consultation Fee 826,433 220,840
Bank Service Charges 1,440,321 225,738
Loss on FX (Market Exchange Loss) 30,123
Depreciation Expense - PPE 52,604,773 29,322,903
Depreciation Expense - ROA 98,179,935 64,139,478
Donation & Contribution Expense 767,902 2,568,500
Entertainment Expense 205,082 761,052

30 June 2024 30 June 2023
Non-Interest Income ETB ETB

Commission and Charges 379,310,035 19,332,298
Gain on FX 38,388,064 3,031,793
Other Income 22,274,091 2,847,644
Profit on IFB Financing 5,036,884

445,009,074 25,211,735
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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. 

(a) Current Tax 30-Jun-24 30-Jun-23
ETB ETB

Loss before tax (181,469,922) (486,419,318)
Add: Disallowed Expense
Entertainment 205,082 761,052
Donation 767,902 10,000
Severance Pay as per IFRS 4,183,000 464,000
Depreciation for Accounting Purpose - PPE 52,604,773 29,322,903
Depreciation for Accounting Purpose - ROA 98,179,935 64,139,478
Finance Charge amortization for Accounting 9,006,477 7,131,010
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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. 

(a) Current Tax 30-Jun-24 30-Jun-23
ETB ETB

Loss before tax (181,469,922) (486,419,318)
Add: Disallowed Expense
Entertainment 205,082 761,052
Donation 767,902 10,000
Severance Pay as per IFRS 4,183,000 464,000
Depreciation for Accounting Purpose - PPE 52,604,773 29,322,903
Depreciation for Accounting Purpose - ROA 98,179,935 64,139,478
Finance Charge amortization for Accounting 9,006,477 7,131,010
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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 Exchangeability (Amendment to IAS 21)

The amendment to IAS 21 concerns updates introduced regarding how to determine the 
exchange rate when there is a long-term lack of exchangeability, which was previously not 
regulated. 
The amendments are to be applied retrospectively from the effective date. The Bank will make 
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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 financial assets and liabilities such as equities held at 
fair value through profit or loss are recognised in profit or loss as part of the fair value gain or 
loss. Translation differences on non-monetary financial assets measured at fair value, such as 
equities classified as FVTOCI, are included in other comprehensive income.

The financial statement is presented in Ethiopian Birr (“ETB”), which is the Bank’s functional 
currency. The loans granted and liabilities contracted are in Ethiopian Birr, which is the 
currency that predominates in the economic environment where the Bank operates. Similarly, 
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Purpose
Pre-operating expense for Accounting Purpose - -
Provision for loans and advances as per NBE 
(20%) 2,946,264 2,220,484

Provision for other assets as per NBE (20%) 501,501 881,595
Impairment Loss on Debt Securities 4,522 13,378
Impairment Loss on bank Balance 8,872 33,003
Impairment Loss on LC & Guarantee 119,084 12,851
Tax on Discounted Interest fringe benefit of 
Employee loan - as per Tax 624,758 298,943

Sub-total 169,152,169 105,288,696
Less: Allowed Expenses
Depreciation for Tax Purpose - PPE 66,251,910 36,173,290
Amortization of rent Expense for Tax Purpose 107,381,347 70,310,306
Pre-operating expense for Tax Purpose 7,385,607 7,385,607
Interest income taxed at source-Treasury bonds 28,425,198 2,733,671
Interest income taxed at source-local deposits 24,059,024 28,881,570
Interest income taxed at source-DBE bonds 482,166
Unrealized foreign exchange gain or loss 28,284,120 2,618,241
Sub-total 262,269,372 148,102,684
Taxable Profit (Loss) (274,587,125) (529,233,306)
Current tax @ 30% (82,376,137) (158,769,992)

(a) (i) Reconciliation of effective Tax Rate 30 June 2024
ETB

30 June 2023
ETB

Loss before tax (181,469,922) (486,419,318)
Blended Statutory tax rate 30% 30%
Expected Tax Expense (54,440,977) (145,925,795)
Disallowed Expenses 50,745,651 31,586,609
Allowed Expenses (78,680,812) (44,430,805)
Current tax recoverable (82,376,137) (158,769,992)
Effective tax rate 220% 306%

(b)Deferred Tax
30-Jun-24 30-Jun-23

ETB ETB
Deferred tax asset (liability) Opening Balance (72,638,180) 6,538,786
Deferred tax asset (liability) as at year end (170,994,139) (72,638,180)
Profit or Loss items
Pre-operating Costs - As per Tax 7,385,607 7,385,607
Pre-operating Costs - As per Accounting - -
Taxable temporary difference 7,385,607 7,385,607
Total tax depreciation -PPE 66,251,910 36,173,290
Total accounting depreciation -PPE 52,604,773 29,322,903
Taxable temporary difference 13,647,137 6,850,387
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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 - -

Impairment Loss on Debt Securities and Bank 
Balance - as per accounting 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 
obligations - as per tax - -

Re-measurement gain (loss) on Employee benefits 
obligations - as per accounting 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 
instrument at F.V - as per tax - -

Gain (Loss) arising from measurement equity 
instrument at F.V - as per accounting 302,622,432 247,905,780

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

(c) Income Tax Recoverable 

30 June 2024
ETB

30 June 2023
ETB

Current tax payable (recoverable) (a) (82,376,137) (158,769,992)
Deferred tax (asset) liability – Profit or Loss Item (c) 9,070,247 6,122,046
Deferred tax (asset) – Profit or Loss Item (c) (1,258,918) (153,114)

(74,564,809) (152,801,060)
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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 Exchangeability (Amendment to IAS 21)

The amendment to IAS 21 concerns updates introduced regarding how to determine the 
exchange rate when there is a long-term lack of exchangeability, which was previously not 
regulated. 
The amendments are to be applied retrospectively from the effective date. The Bank will make 
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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 financial assets and liabilities such as equities held at 
fair value through profit or loss are recognised in profit or loss as part of the fair value gain or 
loss. Translation differences on non-monetary financial assets measured at fair value, such as 
equities classified as FVTOCI, are included in other comprehensive income.

The financial statement is presented in Ethiopian Birr (“ETB”), which is the Bank’s functional 
currency. The loans granted and liabilities contracted are in Ethiopian Birr, which is the 
currency that predominates in the economic environment where the Bank operates. Similarly, 
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Purpose
Pre-operating expense for Accounting Purpose - -
Provision for loans and advances as per NBE 
(20%) 2,946,264 2,220,484

Provision for other assets as per NBE (20%) 501,501 881,595
Impairment Loss on Debt Securities 4,522 13,378
Impairment Loss on bank Balance 8,872 33,003
Impairment Loss on LC & Guarantee 119,084 12,851
Tax on Discounted Interest fringe benefit of 
Employee loan - as per Tax 624,758 298,943

Sub-total 169,152,169 105,288,696
Less: Allowed Expenses
Depreciation for Tax Purpose - PPE 66,251,910 36,173,290
Amortization of rent Expense for Tax Purpose 107,381,347 70,310,306
Pre-operating expense for Tax Purpose 7,385,607 7,385,607
Interest income taxed at source-Treasury bonds 28,425,198 2,733,671
Interest income taxed at source-local deposits 24,059,024 28,881,570
Interest income taxed at source-DBE bonds 482,166
Unrealized foreign exchange gain or loss 28,284,120 2,618,241
Sub-total 262,269,372 148,102,684
Taxable Profit (Loss) (274,587,125) (529,233,306)
Current tax @ 30% (82,376,137) (158,769,992)

(a) (i) Reconciliation of effective Tax Rate 30 June 2024
ETB

30 June 2023
ETB

Loss before tax (181,469,922) (486,419,318)
Blended Statutory tax rate 30% 30%
Expected Tax Expense (54,440,977) (145,925,795)
Disallowed Expenses 50,745,651 31,586,609
Allowed Expenses (78,680,812) (44,430,805)
Current tax recoverable (82,376,137) (158,769,992)
Effective tax rate 220% 306%

(b)Deferred Tax
30-Jun-24 30-Jun-23

ETB ETB
Deferred tax asset (liability) Opening Balance (72,638,180) 6,538,786
Deferred tax asset (liability) as at year end (170,994,139) (72,638,180)
Profit or Loss items
Pre-operating Costs - As per Tax 7,385,607 7,385,607
Pre-operating Costs - As per Accounting - -
Taxable temporary difference 7,385,607 7,385,607
Total tax depreciation -PPE 66,251,910 36,173,290
Total accounting depreciation -PPE 52,604,773 29,322,903
Taxable temporary difference 13,647,137 6,850,387
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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 Exchangeability (Amendment to IAS 21)

The amendment to IAS 21 concerns updates introduced regarding how to determine the 
exchange rate when there is a long-term lack of exchangeability, which was previously not 
regulated. 
The amendments are to be applied retrospectively from the effective date. The Bank will make 
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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 financial assets and liabilities such as equities held at 
fair value through profit or loss are recognised in profit or loss as part of the fair value gain or 
loss. Translation differences on non-monetary financial assets measured at fair value, such as 
equities classified as FVTOCI, are included in other comprehensive income.

The financial statement is presented in Ethiopian Birr (“ETB”), which is the Bank’s functional 
currency. The loans granted and liabilities contracted are in Ethiopian Birr, which is the 
currency that predominates in the economic environment where the Bank operates. Similarly, 
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Current tax @ 30% (82,376,137) (158,769,992)
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Loss before tax (181,469,922) (486,419,318)
Blended Statutory tax rate 30% 30%
Expected Tax Expense (54,440,977) (145,925,795)
Disallowed Expenses 50,745,651 31,586,609
Allowed Expenses (78,680,812) (44,430,805)
Current tax recoverable (82,376,137) (158,769,992)
Effective tax rate 220% 306%

(b)Deferred Tax
30-Jun-24 30-Jun-23

ETB ETB
Deferred tax asset (liability) Opening Balance (72,638,180) 6,538,786
Deferred tax asset (liability) as at year end (170,994,139) (72,638,180)
Profit or Loss items
Pre-operating Costs - As per Tax 7,385,607 7,385,607
Pre-operating Costs - As per Accounting - -
Taxable temporary difference 7,385,607 7,385,607
Total tax depreciation -PPE 66,251,910 36,173,290
Total accounting depreciation -PPE 52,604,773 29,322,903
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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 - -

Impairment Loss on Debt Securities and Bank 
Balance - as per accounting 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 
obligations - as per tax - -

Re-measurement gain (loss) on Employee benefits 
obligations - as per accounting 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 
instrument at F.V - as per tax - -

Gain (Loss) arising from measurement equity 
instrument at F.V - as per accounting 302,622,432 247,905,780

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

(c) Income Tax Recoverable 

30 June 2024
ETB

30 June 2023
ETB

Current tax payable (recoverable) (a) (82,376,137) (158,769,992)
Deferred tax (asset) liability – Profit or Loss Item (c) 9,070,247 6,122,046
Deferred tax (asset) – Profit or Loss Item (c) (1,258,918) (153,114)

(74,564,809) (152,801,060)
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Taxable temporary difference 13,647,137 6,850,387
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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 - -

Impairment Loss on Debt Securities and Bank 
Balance - as per accounting 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 
obligations - as per tax - -

Re-measurement gain (loss) on Employee benefits 
obligations - as per accounting 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 
instrument at F.V - as per tax - -

Gain (Loss) arising from measurement equity 
instrument at F.V - as per accounting 302,622,432 247,905,780

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

(c) Income Tax Recoverable 

30 June 2024
ETB

30 June 2023
ETB

Current tax payable (recoverable) (a) (82,376,137) (158,769,992)
Deferred tax (asset) liability – Profit or Loss Item (c) 9,070,247 6,122,046
Deferred tax (asset) – Profit or Loss Item (c) (1,258,918) (153,114)

(74,564,809) (152,801,060)
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Purpose
Pre-operating expense for Accounting Purpose - -
Provision for loans and advances as per NBE 
(20%) 2,946,264 2,220,484

Provision for other assets as per NBE (20%) 501,501 881,595
Impairment Loss on Debt Securities 4,522 13,378
Impairment Loss on bank Balance 8,872 33,003
Impairment Loss on LC & Guarantee 119,084 12,851
Tax on Discounted Interest fringe benefit of 
Employee loan - as per Tax 624,758 298,943

Sub-total 169,152,169 105,288,696
Less: Allowed Expenses
Depreciation for Tax Purpose - PPE 66,251,910 36,173,290
Amortization of rent Expense for Tax Purpose 107,381,347 70,310,306
Pre-operating expense for Tax Purpose 7,385,607 7,385,607
Interest income taxed at source-Treasury bonds 28,425,198 2,733,671
Interest income taxed at source-local deposits 24,059,024 28,881,570
Interest income taxed at source-DBE bonds 482,166
Unrealized foreign exchange gain or loss 28,284,120 2,618,241
Sub-total 262,269,372 148,102,684
Taxable Profit (Loss) (274,587,125) (529,233,306)
Current tax @ 30% (82,376,137) (158,769,992)

(a) (i) Reconciliation of effective Tax Rate 30 June 2024
ETB

30 June 2023
ETB

Loss before tax (181,469,922) (486,419,318)
Blended Statutory tax rate 30% 30%
Expected Tax Expense (54,440,977) (145,925,795)
Disallowed Expenses 50,745,651 31,586,609
Allowed Expenses (78,680,812) (44,430,805)
Current tax recoverable (82,376,137) (158,769,992)
Effective tax rate 220% 306%

(b)Deferred Tax
30-Jun-24 30-Jun-23

ETB ETB
Deferred tax asset (liability) Opening Balance (72,638,180) 6,538,786
Deferred tax asset (liability) as at year end (170,994,139) (72,638,180)
Profit or Loss items
Pre-operating Costs - As per Tax 7,385,607 7,385,607
Pre-operating Costs - As per Accounting - -
Taxable temporary difference 7,385,607 7,385,607
Total tax depreciation -PPE 66,251,910 36,173,290
Total accounting depreciation -PPE 52,604,773 29,322,903
Taxable temporary difference 13,647,137 6,850,387
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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 - -

Impairment Loss on Debt Securities and Bank 
Balance - as per accounting 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 
obligations - as per tax - -

Re-measurement gain (loss) on Employee benefits 
obligations - as per accounting 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 
instrument at F.V - as per tax - -

Gain (Loss) arising from measurement equity 
instrument at F.V - as per accounting 302,622,432 247,905,780

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

(c) Income Tax Recoverable 

30 June 2024
ETB

30 June 2023
ETB

Current tax payable (recoverable) (a) (82,376,137) (158,769,992)
Deferred tax (asset) liability – Profit or Loss Item (c) 9,070,247 6,122,046
Deferred tax (asset) – Profit or Loss Item (c) (1,258,918) (153,114)

(74,564,809) (152,801,060)
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10. CASH AND CASH EQUIVALENTS

  See Accounting Policy in Note 3 (b)

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.

Financial assets at fair value through OCI 30 June 2024
ETB

30 June 2023
ETB

Balance at the beginning of the year 288,783,030 -
Additional investments made during the
year at cost 55,002,105 40,877,250

Fair Value Adjustment for the year 302,622,432 247,905,780
Equity Security at Fair Value 646,407,566 288,783,030
Financial Assets at amortized cost (Debt Securities) 
Treasury & DBE Bond 441,107,218 132,033,671
Certificate of Deposit  121,734,497 135,586,836
DBE Bond 11,052,166
Debt Securities at Amortized Cost 573,893,881 267,620,506
Less: Loss Allowance (22,608) 13,378
Debt Security (net) 573,871,273 267,607,128
Debt and Equity Securities (net) 1,220,278,840 556,390,158

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
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Maturity Analysis at
30 June 2024

Financial 
Instruments at 
amortized cost

ETB

Held at Fair value 
through OCI

ETB

Total

ETB
Less than 1 year  121,734,497 121,734,497
1-5 years 452,159,384 452,159,384
Over 5 years 646,407,566 646,407,566
Total 573,893,881 646,407,566 1,220,301,448

Maturity Analysis at
30 June 2023

Financial 
Instruments at 
amortized cost

ETB

Held at Fair value 
through OCI

ETB

Total

ETB
Less than 1 year  135,586,836 135,586,836
1-5 years 132,033,671 132,033,671
Over 5 years 288,783,030 288,783,030
Total 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 

ETB
Fair Value 

ETB
Carrying amount

ETB
Fair value 

ETB
Eth-Switch Share 
Co. 95,879,355 646,407,566 40,877,250 288,783,030

Unrealized 
Gain/(Loss) due to 
measurement at 
Fair Value

302,622,432 247,905,780

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%).  
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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 Exchangeability (Amendment to IAS 21)

The amendment to IAS 21 concerns updates introduced regarding how to determine the 
exchange rate when there is a long-term lack of exchangeability, which was previously not 
regulated. 
The amendments are to be applied retrospectively from the effective date. The Bank will make 
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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 financial assets and liabilities such as equities held at 
fair value through profit or loss are recognised in profit or loss as part of the fair value gain or 
loss. Translation differences on non-monetary financial assets measured at fair value, such as 
equities classified as FVTOCI, are included in other comprehensive income.

The financial statement is presented in Ethiopian Birr (“ETB”), which is the Bank’s functional 
currency. The loans granted and liabilities contracted are in Ethiopian Birr, which is the 
currency that predominates in the economic environment where the Bank operates. Similarly, 
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10. CASH AND CASH EQUIVALENTS

  See Accounting Policy in Note 3 (b)

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.

Financial assets at fair value through OCI 30 June 2024
ETB

30 June 2023
ETB

Balance at the beginning of the year 288,783,030 -
Additional investments made during the
year at cost 55,002,105 40,877,250

Fair Value Adjustment for the year 302,622,432 247,905,780
Equity Security at Fair Value 646,407,566 288,783,030
Financial Assets at amortized cost (Debt Securities) 
Treasury & DBE Bond 441,107,218 132,033,671
Certificate of Deposit  121,734,497 135,586,836
DBE Bond 11,052,166
Debt Securities at Amortized Cost 573,893,881 267,620,506
Less: Loss Allowance (22,608) 13,378
Debt Security (net) 573,871,273 267,607,128
Debt and Equity Securities (net) 1,220,278,840 556,390,158

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
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Maturity Analysis at
30 June 2024

Financial 
Instruments at 
amortized cost

ETB

Held at Fair value 
through OCI

ETB

Total

ETB
Less than 1 year  121,734,497 121,734,497
1-5 years 452,159,384 452,159,384
Over 5 years 646,407,566 646,407,566
Total 573,893,881 646,407,566 1,220,301,448

Maturity Analysis at
30 June 2023

Financial 
Instruments at 
amortized cost

ETB

Held at Fair value 
through OCI

ETB

Total

ETB
Less than 1 year  135,586,836 135,586,836
1-5 years 132,033,671 132,033,671
Over 5 years 288,783,030 288,783,030
Total 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 

ETB
Fair Value 

ETB
Carrying amount

ETB
Fair value 

ETB
Eth-Switch Share 
Co. 95,879,355 646,407,566 40,877,250 288,783,030

Unrealized 
Gain/(Loss) due to 
measurement at 
Fair Value

302,622,432 247,905,780

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%).  
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Maturity Analysis at
30 June 2024

Financial 
Instruments at 
amortized cost

ETB

Held at Fair value 
through OCI

ETB

Total

ETB
Less than 1 year  121,734,497 121,734,497
1-5 years 452,159,384 452,159,384
Over 5 years 646,407,566 646,407,566
Total 573,893,881 646,407,566 1,220,301,448

Maturity Analysis at
30 June 2023

Financial 
Instruments at 
amortized cost

ETB

Held at Fair value 
through OCI

ETB

Total

ETB
Less than 1 year  135,586,836 135,586,836
1-5 years 132,033,671 132,033,671
Over 5 years 288,783,030 288,783,030
Total 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 

ETB
Fair Value 

ETB
Carrying amount

ETB
Fair value 

ETB
Eth-Switch Share 
Co. 95,879,355 646,407,566 40,877,250 288,783,030

Unrealized 
Gain/(Loss) due to 
measurement at 
Fair Value

302,622,432 247,905,780

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%).  
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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 Exchangeability (Amendment to IAS 21)

The amendment to IAS 21 concerns updates introduced regarding how to determine the 
exchange rate when there is a long-term lack of exchangeability, which was previously not 
regulated. 
The amendments are to be applied retrospectively from the effective date. The Bank will make 
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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 financial assets and liabilities such as equities held at 
fair value through profit or loss are recognised in profit or loss as part of the fair value gain or 
loss. Translation differences on non-monetary financial assets measured at fair value, such as 
equities classified as FVTOCI, are included in other comprehensive income.

The financial statement is presented in Ethiopian Birr (“ETB”), which is the Bank’s functional 
currency. The loans granted and liabilities contracted are in Ethiopian Birr, which is the 
currency that predominates in the economic environment where the Bank operates. Similarly, 
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12. LOANS, ADVANCES AND IFB FINANCING TO CUSTOMERS

See Accounting Policy in Note 3 (a), (c & 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.
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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 Exchangeability (Amendment to IAS 21)

The amendment to IAS 21 concerns updates introduced regarding how to determine the 
exchange rate when there is a long-term lack of exchangeability, which was previously not 
regulated. 
The amendments are to be applied retrospectively from the effective date. The Bank will make 
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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 financial assets and liabilities such as equities held at 
fair value through profit or loss are recognised in profit or loss as part of the fair value gain or 
loss. Translation differences on non-monetary financial assets measured at fair value, such as 
equities classified as FVTOCI, are included in other comprehensive income.

The financial statement is presented in Ethiopian Birr (“ETB”), which is the Bank’s functional 
currency. The loans granted and liabilities contracted are in Ethiopian Birr, which is the 
currency that predominates in the economic environment where the Bank operates. Similarly, 
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12. LOANS, ADVANCES AND IFB FINANCING TO CUSTOMERS

See Accounting Policy in Note 3 (a), (c & 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.
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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 Exchangeability (Amendment to IAS 21)

The amendment to IAS 21 concerns updates introduced regarding how to determine the 
exchange rate when there is a long-term lack of exchangeability, which was previously not 
regulated. 
The amendments are to be applied retrospectively from the effective date. The Bank will make 
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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 financial assets and liabilities such as equities held at 
fair value through profit or loss are recognised in profit or loss as part of the fair value gain or 
loss. Translation differences on non-monetary financial assets measured at fair value, such as 
equities classified as FVTOCI, are included in other comprehensive income.

The financial statement is presented in Ethiopian Birr (“ETB”), which is the Bank’s functional 
currency. The loans granted and liabilities contracted are in Ethiopian Birr, which is the 
currency that predominates in the economic environment where the Bank operates. Similarly, 
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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 Exchangeability (Amendment to IAS 21)

The amendment to IAS 21 concerns updates introduced regarding how to determine the 
exchange rate when there is a long-term lack of exchangeability, which was previously not 
regulated. 
The amendments are to be applied retrospectively from the effective date. The Bank will make 
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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 financial assets and liabilities such as equities held at 
fair value through profit or loss are recognised in profit or loss as part of the fair value gain or 
loss. Translation differences on non-monetary financial assets measured at fair value, such as 
equities classified as FVTOCI, are included in other comprehensive income.

The financial statement is presented in Ethiopian Birr (“ETB”), which is the Bank’s functional 
currency. The loans granted and liabilities contracted are in Ethiopian Birr, which is the 
currency that predominates in the economic environment where the Bank operates. Similarly, 
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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 Exchangeability (Amendment to IAS 21)

The amendment to IAS 21 concerns updates introduced regarding how to determine the 
exchange rate when there is a long-term lack of exchangeability, which was previously not 
regulated. 
The amendments are to be applied retrospectively from the effective date. The Bank will make 

TSEHAY BANK SHARE COMPANY 
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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 financial assets and liabilities such as equities held at 
fair value through profit or loss are recognised in profit or loss as part of the fair value gain or 
loss. Translation differences on non-monetary financial assets measured at fair value, such as 
equities classified as FVTOCI, are included in other comprehensive income.

The financial statement is presented in Ethiopian Birr (“ETB”), which is the Bank’s functional 
currency. The loans granted and liabilities contracted are in Ethiopian Birr, which is the 
currency that predominates in the economic environment where the Bank operates. Similarly, 

ANNUAL REPORT 2023/24www.tsehaybank.com.etPage 110

TS
E

H
A

Y
 B

A
N

K
 S

H
A

R
E

 C
O

M
P

A
N

Y
N

O
TE

S 
TO

 T
H

E
 F

IN
A

N
C

IA
L 

ST
A

TE
M

E
N

TS
 

FO
R

 T
H

E
 Y

E
A

R
 E

N
D

E
D

 3
0

 J
U

N
E

 2
0

24

www.tsehaybank.com.etANNUAL REPORT 2023/24 Page 111

TS
E

H
A

Y
 B

A
N

K
 S

H
A

R
E

 C
O

M
P

A
N

Y
N

O
TE

S 
TO

 T
H

E
 F

IN
A

N
C

IA
L 

ST
A

TE
M

E
N

TS
 

FO
R

 T
H

E
 Y

E
A

R
 E

N
D

E
D

 3
0

 J
U

N
E

 2
0

24

T
SE

H
A

Y
 B

A
N

K
 S

H
A

R
E

 C
O

M
PA

N
Y

 
N

O
T

E
S 

T
O

 T
H

E
 F

IN
A

N
C

IA
L

 S
T

A
T

E
M

E
N

TS
 

FO
R

 T
H

E
 Y

E
A

R
 E

N
D

E
D

 3
0 

JU
N

E
 2

02
4

83

N
ot

e:
 Im

pa
ir

m
en

t T
es

t o
f P

PE
 

W
e 

te
st

ed
 a

ll 
Pr

op
er

ty
, 

Pl
an

t, 
an

d 
Eq

ui
pm

en
t 

(P
PE

) 
an

d 
fo

un
d 

no
 i

nd
ic

at
io

ns
 o

f 
im

pa
irm

en
t, 

ex
ce

pt
 f

or
 f

ou
r 

co
at

 h
an

ge
rs

 w
hi

ch
 s

ho
w

ed
 

im
pa

irm
en

t d
ue

 to
 s

ig
ni

fic
an

t d
am

ag
e.

 T
he

 re
co

ve
ra

bl
e 

am
ou

nt
 o

f t
he

 d
am

ag
ed

 c
oa

t h
an

ge
rs

 w
as

 e
st

im
at

ed
 u

si
ng

 th
e 

fa
ir 

va
lu

e 
le

ss
 c

os
t o

f s
al

es
 

ap
pr

oa
ch

, a
m

ou
nt

in
g 

to
 B

r. 
2,

78
8 

pe
r c

oa
t h

an
ge

r. 
A

n 
im

pa
irm

en
t l

os
s o

f B
r. 

12
,4

00
 w

as
 re

co
gn

iz
ed

.

Fu
rn

itu
re

 a
nd

Fi
xt

ur
es

 
E

T
B

O
ff

ic
e 

E
qu

ip
m

en
t 

E
T

B
H

ar
dw

ar
e 

an
d 

A
cc

es
so

ri
es

 
E

T
B

M
ot

or
 

V
eh

ic
le

s 
E

T
B

T
ot

al
 

E
T

B

C
os

t
A

s a
t J

un
e 

30
, 2

02
2

9,
82

1,
48

2
18

,0
13

,9
10

 
16

,5
45

,7
31

 
71

,6
70

,1
09

 
11

6,
05

1,
23

2

A
dd

iti
on

s
92

,2
13

,7
40

27
,4

84
,8

47
68

,2
52

,5
24

 
84

,3
28

,2
61

 
27

2,
27

9,
37

1

D
is

po
sa

l
-

-
-

-
-

R
ec

la
ss

ifi
ca

tio
n

8,
12

6,
99

9
(7

,9
69

,3
86

)
(1

57
,6

14
)

-
-

A
s a

t 3
0 

Ju
ne

 2
02

3
11

0,
16

2,
22

1 
37

,5
29

,3
71

 
84

,6
40

,6
41

 
15

5,
99

8,
36

9 
38

8,
33

0,
60

3

A
cc

um
ul

at
ed

 D
ep

re
ci

at
io

n
A

s a
t J

un
e 

30
, 2

02
2

23
5,

10
7

63
5,

59
2

87
7,

14
8

50
0,

70
9

2,
24

8,
55

6

A
dd

iti
on

s
5,

32
7,

30
1

4,
50

8,
44

7
10

,3
85

,1
17

9,
10

2,
03

7
29

,3
22

,9
03

D
is

po
sa

l
-

-
-

-
-

R
ec

la
ss

ifi
ca

tio
n

21
1,

08
2

(2
08

,7
82

)
(2

,2
99

)
-

-

A
s a

t 3
0 

Ju
ne

 2
02

3
5,

77
3,

49
0

4,
93

5,
25

6
11

,2
59

,9
66

9,
60

2,
74

6
31

,5
71

,4
58

N
et

 b
oo

k 
va

lu
e

A
s a

t J
un

e 
30

, 2
02

2
9,

58
6,

37
5 

17
,3

78
,3

18
 

15
,6

68
,5

83
 

71
,1

69
,4

00
 

11
3,

80
3,

67
6

A
s a

t 3
0 

Ju
ne

 2
02

3
10

4,
38

8,
73

1 
32

,5
94

,1
15

 
73

,3
80

,6
75

 
14

6,
39

5,
62

3 
35

6,
75

9,
14

4

ANNUAL REPORT 2023/24www.tsehaybank.com.etPage 110

TS
E

H
A

Y
 B

A
N

K
 S

H
A

R
E

 C
O

M
P

A
N

Y
N

O
TE

S 
TO

 T
H

E
 F

IN
A

N
C

IA
L 

ST
A

TE
M

E
N

TS
 

FO
R

 T
H

E
 Y

E
A

R
 E

N
D

E
D

 3
0

 J
U

N
E

 2
0

24

www.tsehaybank.com.etANNUAL REPORT 2023/24 Page 111

TS
E

H
A

Y
 B

A
N

K
 S

H
A

R
E

 C
O

M
P

A
N

Y
N

O
TE

S 
TO

 T
H

E
 F

IN
A

N
C

IA
L 

ST
A

TE
M

E
N

TS
 

FO
R

 T
H

E
 Y

E
A

R
 E

N
D

E
D

 3
0

 J
U

N
E

 2
0

24
T

SE
H

A
Y

 B
A

N
K

 S
H

A
R

E
 C

O
M

PA
N

Y
 

N
O

T
E

S 
T

O
 T

H
E

 F
IN

A
N

C
IA

L
 S

T
A

T
E

M
E

N
TS

 
FO

R
 T

H
E

 Y
E

A
R

 E
N

D
E

D
 3

0 
JU

N
E

 2
02

4

84

b.
 In

ta
ng

ib
le

 a
ss

et
s 

Sc
ho

ol
 a

nd
 C

ol
le

ge
 fe

e 
m

an
ag

em
en

t S
ys

te
m

M
ic

ro
so

ft
 W

in
do

w
 S

er
ve

r
T

ot
al

E
T

B
E

T
B

E
T

B
C

os
t 

A
s a

t J
un

e 
30

, 2
02

3 
-

-
-

A
dd

iti
on

 
1,

50
0,

00
0

1,
94

5,
11

1
3,

44
5,

11
1

D
is

po
sa

l 
-

-
-

R
ec

la
ss

ifi
ca

tio
n 

-
-

-
A

s a
t J

un
e 

30
, 2

02
4 

1,
50

0,
00

0
1,

94
5,

11
1

3,
44

5,
11

1
A

cc
um

ul
at

ed
 D

ep
re

ci
at

io
n 

-
-

-
A

s a
t J

un
e 

30
, 2

02
3 

-
-

-
A

dd
iti

on
 

14
4,

62
9

15
5,

57
2

30
0,

20
1

D
is

po
sa

l 
-

-
-

R
ec

la
ss

ifi
ca

tio
n 

-
-

-
A

s a
t J

un
e 

30
, 2

02
4 

14
4,

62
9

15
5,

57
2

30
0,

20
1

N
et

 B
oo

k 
V

al
ue

 
-

-
-

A
s a

t J
un

e 
30

, 2
02

3 
-

-
-

A
s a

t J
un

e 
30

, 2
02

4 
1,

35
5,

37
1

1,
78

9,
53

9
3,

14
4,

91
0 

Sc
ho

ol
 a

nd
 C

ol
le

ge
 fe

e
m

an
ag

em
en

t S
ys

te
m

M
ic

ro
so

ft
 W

in
do

w
 S

er
ve

r
T

ot
al

   
   

   
   

   
   

   
   

   
   

   
 E

T
B

E
T

B
E

T
B

C
os

t 
A

s a
t J

un
e 

30
, 2

02
2 

-
-

A
dd

iti
on

 
-

-
-

D
is

po
sa

l 
-

-
-

R
ec

la
ss

ifi
ca

tio
n 

-
-

-
A

s a
t J

un
e 

30
, 2

02
3 

-
-

-
A

cc
um

ul
at

ed
 D

ep
re

ci
at

io
n 

-
-

-
A

s a
t J

un
e 

30
, 2

02
2

-
-

-
A

dd
iti

on
 

-
-

-
D

is
po

sa
l 

-
-

-
R

ec
la

ss
ifi

ca
tio

n 
-

-
-

A
s a

t J
un

e 
30

, 2
02

3 
-

-
-

N
et

 B
oo

k 
V

al
ue

 
-

-
-

A
s a

t J
un

e 
30

, 2
02

2 
-

-
-

A
s a

t J
un

e 
30

, 2
02

3
-

-
-



ANNUAL REPORT 2023/24www.tsehaybank.com.etPage 112

TSEHAY BANK SHARE COMPANY
NOTES TO THE FINANCIAL STATEMENTS 

FOR THE YEAR ENDED 30 JUNE 2024

www.tsehaybank.com.etANNUAL REPORT 2023/24 Page 113

TSEHAY BANK SHARE COMPANY
NOTES TO THE FINANCIAL STATEMENTS 

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

85

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
Adjustments
Payments (22,887,493) (22,887,493)

132,857,139 132,857,139

Interest
30 June 2023 8,796,115 8,796,115
Additions 9,006,472 9,006,472
Adjustments

As at 30 June 2023 152,116,195 152,116,195

As at 30 June 2024 150,659,725 150,659,725

The Bank recognizes a lease 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 

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

86

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 

B
a
l
a
n
c
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

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
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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 Exchangeability (Amendment to IAS 21)

The amendment to IAS 21 concerns updates introduced regarding how to determine the 
exchange rate when there is a long-term lack of exchangeability, which was previously not 
regulated. 
The amendments are to be applied retrospectively from the effective date. The Bank will make 
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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 financial assets and liabilities such as equities held at 
fair value through profit or loss are recognised in profit or loss as part of the fair value gain or 
loss. Translation differences on non-monetary financial assets measured at fair value, such as 
equities classified as FVTOCI, are included in other comprehensive income.

The financial statement is presented in Ethiopian Birr (“ETB”), which is the Bank’s functional 
currency. The loans granted and liabilities contracted are in Ethiopian Birr, which is the 
currency that predominates in the economic environment where the Bank operates. Similarly, 
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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
Adjustments
Payments (22,887,493) (22,887,493)

132,857,139 132,857,139

Interest
30 June 2023 8,796,115 8,796,115
Additions 9,006,472 9,006,472
Adjustments

As at 30 June 2023 152,116,195 152,116,195

As at 30 June 2024 150,659,725 150,659,725

The Bank recognizes a lease 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 
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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 

B
a
l
a
n
c
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

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
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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
Adjustments
Payments (22,887,493) (22,887,493)

132,857,139 132,857,139

Interest
30 June 2023 8,796,115 8,796,115
Additions 9,006,472 9,006,472
Adjustments

As at 30 June 2023 152,116,195 152,116,195

As at 30 June 2024 150,659,725 150,659,725

The Bank recognizes a lease 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 
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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 

B
a
l
a
n
c
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

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

Less :
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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 Exchangeability (Amendment to IAS 21)

The amendment to IAS 21 concerns updates introduced regarding how to determine the 
exchange rate when there is a long-term lack of exchangeability, which was previously not 
regulated. 
The amendments are to be applied retrospectively from the effective date. The Bank will make 
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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 financial assets and liabilities such as equities held at 
fair value through profit or loss are recognised in profit or loss as part of the fair value gain or 
loss. Translation differences on non-monetary financial assets measured at fair value, such as 
equities classified as FVTOCI, are included in other comprehensive income.

The financial statement is presented in Ethiopian Birr (“ETB”), which is the Bank’s functional 
currency. The loans granted and liabilities contracted are in Ethiopian Birr, which is the 
currency that predominates in the economic environment where the Bank operates. Similarly, 
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b) Non-Financial Assets 

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

Deposit by Product 30 June 2024 30 June 2023
ETB ETB

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 – IFB 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 2024 30 June 2023
ETB ETB

Deposit from Conventional Banking
Individual 1,465,663,776 1,095,704,028
Private Business 1,357,194,974 699,636,371
Cooperatives & Association 205,552,485 93,908,410
NGO & International Organisations 1,174,003 2,049,925
Non-Bank Financial Institutions 298,213,034 94,542,968

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
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Domestic Banks 423,423,408 100,105,290
Public Enterprise 336,317,478 95,176,922

4,087,539,158 2,181,123,914
Deposit from Interest Free Banking
Individual 186,492,074 81,670,632
Private Business 70,759,672 36,849,968
Cooperatives & Association 3,166,724 2,880,096
NGO & International Organisations 66,090 20,831
IFB Non-Bank Financ Institutions 76,437

260,560,997 121,421,527
4,348,100,155 2,302,545,441

Customer deposits are financial instruments classified as liabilities at amortized cost. 

17. EMPLOYEE BENFIT LIABILITIES

i. Movements in the present value of defined benefit obligations (DBO) 

30 June 2024
ETB

30 June 2023
ETB

DBO at 01 July - -
Current service costs 6,331,160 215,000
Interest cost 1,462,000 249,000
Payments for the year - -
Expense charged to income 7,793,160 464,000

Actuarial (gains) losses recognized in OCI
Opening liability introduction 4,343,000 793,000
Actuarial (gains) losses on economic assumption 628,000 150,000
Actuarial (gains) losses on experience 179,000 2,936,000
DBO at 30 June 12,943,160 4,343,000

This defined benefit plan exposes the Bank to actuarial risks, such as longevity risk, 
currency risk, interest risk and market risk. 

ii. Actuarial losses recognized in other comprehensive income  

30 June 2024 30 June 2023
Cumulative amount at 1 July - -
Recognized during the year 807 ,000 3,879,000
Deferred income taxes (242,100) (1,163,700)
Actuarial losses, net of taxes at June 30 564,900 2,715,300
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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 Exchangeability (Amendment to IAS 21)

The amendment to IAS 21 concerns updates introduced regarding how to determine the 
exchange rate when there is a long-term lack of exchangeability, which was previously not 
regulated. 
The amendments are to be applied retrospectively from the effective date. The Bank will make 
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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 financial assets and liabilities such as equities held at 
fair value through profit or loss are recognised in profit or loss as part of the fair value gain or 
loss. Translation differences on non-monetary financial assets measured at fair value, such as 
equities classified as FVTOCI, are included in other comprehensive income.

The financial statement is presented in Ethiopian Birr (“ETB”), which is the Bank’s functional 
currency. The loans granted and liabilities contracted are in Ethiopian Birr, which is the 
currency that predominates in the economic environment where the Bank operates. Similarly, 
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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)

Ordinary Share Capital
30 June 2024 30 June 2023

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

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

However, the bank has incurred a loss for the period and no legal requirement maintained 
during the reporting period. 
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22. REGULATORY RISK RESERVE

30 June 2024 30 June 2023
ETB ETB

At the beginning of the year 13,400,754 -
Additional Impairment on Loans, Advance and IFB 
Financing 14,512,479 11,059,824

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 No.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”.

(b) The non-distributable reserve should be classified under Tier 1 as part of the core 
capital. 
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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 Exchangeability (Amendment to IAS 21)

The amendment to IAS 21 concerns updates introduced regarding how to determine the 
exchange rate when there is a long-term lack of exchangeability, which was previously not 
regulated. 
The amendments are to be applied retrospectively from the effective date. The Bank will make 
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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 financial assets and liabilities such as equities held at 
fair value through profit or loss are recognised in profit or loss as part of the fair value gain or 
loss. Translation differences on non-monetary financial assets measured at fair value, such as 
equities classified as FVTOCI, are included in other comprehensive income.

The financial statement is presented in Ethiopian Birr (“ETB”), which is the Bank’s functional 
currency. The loans granted and liabilities contracted are in Ethiopian Birr, which is the 
currency that predominates in the economic environment where the Bank operates. Similarly, 
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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)

Ordinary Share Capital
30 June 2024 30 June 2023

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

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

However, the bank has incurred a loss for the period and no legal requirement maintained 
during the reporting period. 
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22. REGULATORY RISK RESERVE

30 June 2024 30 June 2023
ETB ETB

At the beginning of the year 13,400,754 -
Additional Impairment on Loans, Advance and IFB 
Financing 14,512,479 11,059,824

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 No.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”.

(b) The non-distributable reserve should be classified under Tier 1 as part of the core 
capital. 
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22. REGULATORY RISK RESERVE

30 June 2024 30 June 2023

At the beginning of the year 13,400,754 -
Additional Impairment on Loans, Advance and IFB 
Financing 14,512,479 11,059,824

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 No.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”.

(b) The non-distributable reserve should be classified under Tier 1 as part of the core 
capital. 
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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 Exchangeability (Amendment to IAS 21)

The amendment to IAS 21 concerns updates introduced regarding how to determine the 
exchange rate when there is a long-term lack of exchangeability, which was previously not 
regulated. 
The amendments are to be applied retrospectively from the effective date. The Bank will make 
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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 financial assets and liabilities such as equities held at 
fair value through profit or loss are recognised in profit or loss as part of the fair value gain or 
loss. Translation differences on non-monetary financial assets measured at fair value, such as 
equities classified as FVTOCI, are included in other comprehensive income.

The financial statement is presented in Ethiopian Birr (“ETB”), which is the Bank’s functional 
currency. The loans granted and liabilities contracted are in Ethiopian Birr, which is the 
currency that predominates in the economic environment where the Bank operates. Similarly, 
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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 

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 June 2024 30 June 2023

ETB ETB
Loan to directors and executive management 19,253,329 1,004,371
(ii)Key Management Compensation

Key management 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.  

30 June 2024 30 June 2023
 ETB ETB

Major shareholder and related parties 313,926,959 307,781,857
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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 Exchangeability (Amendment to IAS 21)

The amendment to IAS 21 concerns updates introduced regarding how to determine the 
exchange rate when there is a long-term lack of exchangeability, which was previously not 
regulated. 
The amendments are to be applied retrospectively from the effective date. The Bank will make 
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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 financial assets and liabilities such as equities held at 
fair value through profit or loss are recognised in profit or loss as part of the fair value gain or 
loss. Translation differences on non-monetary financial assets measured at fair value, such as 
equities classified as FVTOCI, are included in other comprehensive income.

The financial statement is presented in Ethiopian Birr (“ETB”), which is the Bank’s functional 
currency. The loans granted and liabilities contracted are in Ethiopian Birr, which is the 
currency that predominates in the economic environment where the Bank operates. Similarly, 
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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 

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 June 2024 30 June 2023

ETB ETB
Loan to directors and executive management 19,253,329 1,004,371
(ii)Key Management Compensation

Key management 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.  

30 June 2024 30 June 2023
 ETB ETB

Major shareholder and related parties 313,926,959 307,781,857
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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 

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 June 2024 30 June 2023

ETB ETB
Loan to directors and executive management 19,253,329 1,004,371
(ii)Key Management Compensation

Key management 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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 ETB ETB

Major shareholder and related parties 313,926,959 307,781,857
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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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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 Exchangeability (Amendment to IAS 21)

The amendment to IAS 21 concerns updates introduced regarding how to determine the 
exchange rate when there is a long-term lack of exchangeability, which was previously not 
regulated. 
The amendments are to be applied retrospectively from the effective date. The Bank will make 
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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 financial assets and liabilities such as equities held at 
fair value through profit or loss are recognised in profit or loss as part of the fair value gain or 
loss. Translation differences on non-monetary financial assets measured at fair value, such as 
equities classified as FVTOCI, are included in other comprehensive income.

The financial statement is presented in Ethiopian Birr (“ETB”), which is the Bank’s functional 
currency. The loans granted and liabilities contracted are in Ethiopian Birr, which is the 
currency that predominates in the economic environment where the Bank operates. Similarly, 
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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 Exchangeability (Amendment to IAS 21)

The amendment to IAS 21 concerns updates introduced regarding how to determine the 
exchange rate when there is a long-term lack of exchangeability, which was previously not 
regulated. 
The amendments are to be applied retrospectively from the effective date. The Bank will make 
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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 financial assets and liabilities such as equities held at 
fair value through profit or loss are recognised in profit or loss as part of the fair value gain or 
loss. Translation differences on non-monetary financial assets measured at fair value, such as 
equities classified as FVTOCI, are included in other comprehensive income.

The financial statement is presented in Ethiopian Birr (“ETB”), which is the Bank’s functional 
currency. The loans granted and liabilities contracted are in Ethiopian Birr, which is the 
currency that predominates in the economic environment where the Bank operates. Similarly, 

1 

 

ፀሐይ ባንክ አ. ማ.  

የትርፍ ወይም ኪሳራ እና ሌሎች ገቢዎች መግለጫ 

እ. ኤ. አ በሰኔ 30 ቀን 2024 ለተጠናቀቀው ዓመት 

(በበኢኢትትዮዮጵጵያያ  ብብርር)

 ማማብብራራሪሪያያ እ. ኤ. አ በሰኔ 
30 ቀን 2024 

 እ. ኤ. አ በሰኔ 
30 ቀን 2023 

ከወለድ የተገኘ ገቢ 5 327,508,270  66,923,672 

የወለድ ወጪ 6 (159,294,685)  (35,775,141) 

የየተተጣጣራራ  የየወወለለድድ  ገገቢቢ  168,213,585  31,148,531 

ለዯንበኞች ከተሰጡ ብድሮች መጠባበቂያ ኪሳራ 12 (14,731,320)  (11,102,421) 

የየተተጣጣራራ  የየወወለለድድ  ገገቢቢ  የየብብድድሮሮችች  መመጠጠባባበበቂቂያያ  ኪኪሳሳራራ  ተተቀቀንንሶሶ  153,482,265  20,046,109 

ከወለድ ውጪ ያሉ ገቢዎች 7 445,009,074  25,211,735 

ከወለድ ውጪ ያሉ ወጪዎች 8 (779,961,260)   (531,677,162) 

ኪኪሳሳራራ  ከከግግብብርር  በበፊፊትት  (181,469,922)  (486,419,318) 

የገቢ ግብር ተመላሽ 9 74,564,809  152,801,060 

ኪኪሳሳራራ  ከከግግብብርር  በበኃኃላላ  (106,905,113)  (333,618,258) 

ሌሌሎሎችች  የየተተጣጣመመሩሩ  ገገቢቢዎዎችች  ((Other Comprehensive Income))      
በትርፍና ኪሳራ መዝገብ በቀጣይ የማይካተቱ ገቢዎች ወይም 
ወጪዎች (Items that will never be reclassified 
Subsequently to profit or loss) 

    

በጡረታ ጊዜ ለሰራተኞች ሊከፈል የሚችል ጥቅማጥቅም በድጋሚ 
ልኬት የተገኘ ኪሳራ 
Re-measurement gain (loss) on employee benefit 
obligation  

17 (807,000)  (3,879,000) 

በባንኩ ኢንቨስትመንቶች ላይ በወቅታዊ ግምት ተሰልቶ የተገኘ ትርፍ 
ወይም ኪሳራ (Gain (Loss) arising from measurement 
equity instrument at fair value) 

11 302,622,432  247,905,780 

ተያያዥ ግብር (Related tax) 9,17    (90,544,630)  (73,208,034) 
ግግብብርር  የየተተቀቀነነሰሰበበትት  ሌሌሎሎችች  የየተተጣጣመመሩሩ  ገገቢቢዎዎችች  
((Other Comprehensive Income, net of tax))   211,270,802  170,818,746 
የየአአመመቱቱ  አአጠጠቃቃላላይይ  የየተተጣጣራራ  ገገቢቢ  
((Total Comprehensive Income for the year))  

 104,365,689  (162,799,512) 
















